CURRKENCY

AN

INDIAN COINA G L

Y

ROWLAND MAMILTON

Aomony:

LRINTED AT THE ¢ BOMDBAY GAZIIIT STTAM PRI

L

1861,



BOMBAY
PRINTED AT ff
ATl THE ‘“BOMBAY GAZETLIE" gTEAM PRERE,



PREFACE.

{

i immediale object of this brief trealise is to draw allention to the
guestion of the introduction of gold into the currency of India, now
undetconsideration of the Supreme Government ; for there scom ghrong
.teasony to fear that it is falling into an ervor which has boon a [requoent,
caugse of failure in greal mercanlile and financial oporsiions—ihat,
namely, of entirely overlooking the corlain result of ils own aotion on
the markels affected by tho chamgoe desived. A cerlain quantity of
bullion only is required for India. If the propariion of gold is inoreased,
that of silver must necossarily bo diminished. The tendonoy of tho pro~
posod measure, therefore, will bo to raiso tho price of gold, thoughas the
domand will fall on tho common markoet of the world, the offeol may
hardly be appreciable. It will tond nlso to dopross the price of silver,
and ag India is ono of the chief markels {or {his motal, the offeot will
gertainly bo more marked. In ioking a rate of Rs. 10-4 for the Britiah
sovorcign—or tho proposcd equivaloni of & coin ol about 120 grains
woight for Re., 10—a price of silver of about 5s. 1§d. per oz, Brilish stond-
ard is agsumed, Fow, if any, praclical mon consider thal {his rale con
be again atiained, excepl by tho rosuwmption of an sctive domand for
India. A vory partial modicum of success in substituling gold for
gilver will thus of ilsell at once prevent the adoquute nccomplishment of
the design.

I have yprefaced this branch of thesubject with some more ponaral
remarks on curroncy. Though the fanoclions of bullion, a8 ‘“money,”
ate essentially simple, the subject has been obsoured and involved for
many successive generations i—by tho short-gighted frauds of sovoreign
powers in debasing the coinago; by tho srbilrary oxactions of priviloge
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inducing a pernicious hoarding of the pracious melals and an exag-
gerated idep of their value; by the guile and secresy of ‘¢ goldsmiths”
and Dbankers, who made gain by their ‘¢ arl and mystery” oul of {he
prevailing imegularitics ; and, lastly, by the crude theories of moreantile
gystems based on partial obsorvations and imperfcel generalizaiions. 4
The dicta of authority governed only the mode of exprossion : what was
really done was determined by o far stronger law of necessity. Fvon
the greal finanociers who framed the Bank Act of 1844 wero nol free
from the traditionary delusion which ascribed to the currency a power
of regulating and controlling the whole course of commercial and indus-
trial enterprize, A fuller and more carcful analysis of the monetary
system has been the remody for such fallacics, and my endeavour in {his
sketch is to show the special part which bullion, as * money,” performs

in the ordinary dealings of inlerchange.

R. 1.



dupency and - Indiaw - doinage.

NEARLY five years ago the question of tho Currency
of India, hoth as regards the circulation of paper
and tho introduction of a Gold Coinage, was the sub-
ject of a voluminous and interesting report by (he
Commission to enquire into the operation ol Act XTX.
of 1861. The subject is again occupying & share
of public attention, and some remarks on the currency,
with special reference to the iniroduction of Gold as

a standard, may be of {imely intcrest.

§ 2. In tho first place, it is well 1o ask what it
is that we really rvequire. All agree that tho inlro-
diction. of gold into the currency would be a great
convenience, and 18 an objeet 1o bo desived.  But this
end may be sought in two ways: cither by the
tntroduction—and by the introduction would be iinplied
also the maintenance—of both Gold and Silver as
cqually standards; or by the subsbiluéiion of a Gold
for a Silver standard, following in this case the pre-
cedents set by England carly in the ecentury, and in
recent times, and since tho great increase in the
produclion of gold, by Franco and the Uniled Siates.
This last is indieated and advocated with muel eleax-
ness and ability by Sir William Mansfield in his
Minute of 4th Aungust, 1864, appended {0 the report
just alluded to; but still veferonce is oflen made,
more or less vaguely, o “a double standard ;” and
il is desirable therefore to enquire how lar these words
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imply an object which is practicable, and what ljgh
is {hrown upon the whole question by recent practice

1

and experience. |

§ 8. There could be no more (afal error than {o
suppose that such changes as those conlemplatoed
cowdd be carried out by the mere die/« ol any authorily,
however arbilrary, or managed by the skillul arrange-
ment of any artificial conlrivancics. "The laws whiclh
govern the value of the precions metals are singularly
effective throughout the whole of the civilized world,
and any atlempt to contravene them can only lead to
local derangements and vexatious complications. The
first step must be to infroduce the new element, Gold,
into our curreney in & proportion fairly equivalent 1o
the existing standard in Silver, and il this can be done
on such terms and in such a manner as 1o induce the
people of the country to accept the new, equally with
tho old standard, it may then be compelent 1o Grovern.
ment o adopt gold mstead of silver as tho basis of the
imperial currency. The operation is one of much
delicacy, requiring especially that rare simplicily and
forethought which can promptly discover ihe true
course of evenis which are far beyond the power of
any one nation to control. It us first call 1o mind
how vory mmporlant and delicate are the funetions
performad by that portion of the circulation which iy
pre-eminently called (/fe currency—ihat which, wnder
the authorily and guarantee of ihe State, is made
compulsorily a legal tender; in the terms of which the
great majorily of our obligations are dircclly or in-
direclly expressed ; and in which every member of
sociely 1s necessarily concerned. 'There are numerons
instruments and documents which represent value,
such as cheques, bills of exchange, and promissory
notes, which circulate and pass from hand to hand, hut
voluntarily only, and, speaking generally, only among
those whose position is such that they can form a
reagonable judgment as to how far such instruments
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veprosent the value expressed upon the face of them.
8o algo honds and shaves 1o a corlain extont ewreulatoe,
and it is most desirable that they should freely eires
late, with no other resiriction than that dictated by
a common scnse of right, viz, tho nature ol thoe
value (hey bear should not be concealod, hut apparent
by the form of the docwment pub inlo eireulation.
These and many other means by which value is ox-
pressed and transfereed from hand to hand, reprosent
either separate class inferests m their interior relations,
as, for inslance, the bills of exchange current between
wholesale and velail doalers; or more distinel intevests
in their relotion 1o cach other, as o manulacturer’s
bills given 1o an imporier for 1he cost of vaw produce,
cqually in both cases reprosenting the voluntary deal.
ings of those who, to 1his cxtent, are associaled and

more or less directly co-operaling with cach ofher,

§ 4. DBul for the perfection of our highly organised
sysiem of industry, both the manifold associntion and
the perleet division of labour are cssential. Theo res
laled mierests of wholesale and refnil {raders, of
importers and manufacturers, and of many othoers,
are {emporary : rigidly so as regards 1ho several
iransactions, though similar dealings may, in 1he or-
dinary course of alluirs, ho ropeated over and over
again.  Still, even in {his class of operations, it is of
great importance thalt means of veadily agreeing upon
an exact and delinile line of sovorance of such mudual

*oinlerests  should be  provided,  The manulacturer
pays his bill when due {to the importer in the lawful
money ol the country—thal is, in ewerency—and there
18 an end made, exactly and definitely as regards {hat,
transaction al all events, of {heir mulual intorest :
the manufacturer may in turn be associated with the
wholosale dealer, and in like manner {they ean hring
their mutual relations 1o a close ; 80 on with the re-
tailer and others, Roegarding this mere segmont of
the great industrial circle, which begins with {lie fArst
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lahourer in the mine or in the field, and ends wilth {he
“« ponsumer,”’” who uses and cnjoys the linished pro-
duet, it will be seen how numerous are the arliculations
of our indusirial system. ‘LChe divisions, 1t s true, arve
empirically made, but they cannol be supposed 1o
stthsist exeept from. their proved ulilily for cconomis-
ing or managing labour, To a corlain extent, no doubi,
interests so related must inthe nature of things stand
or [all together; and, indeed, no one section of any civi-
lized communily can be considered as wholly indepen-
dent of others. DBut the objeet is that personal inter-
responsibility of the kind referred to should not he
ncedlessly extended beyond the limits within which
personal co-operation 18 desirable. Full freodom i
required either to make or dissolve at will such mutual
relations, and though B. will naturally know more of
his neighbour A. on one side and C. on the other, than
of X., Y., and Z. al a distance, not, the less isit an in-
caleulable advaniage that all should have & common
measure on which they can implicitly rely by which to
compare the one with the other, the most remote and
diverse, as well as the more familiar, products of

labour.

§ b. In sccuring this cerlainty in the division
of labour, and in the comparison belween the pro-
duels of labour, which so greally [acililates ils
reorganisation and constant adaptation to the evors
changing requirements of sociely, thal portion of
wealth which is devoted to the funclions of currenc
performs a most important part. Under a .s,oumg
monetary system, there can be no question about how
a man might, or could, or ought 1o pay or rececive pay-
ment. Money, which in such cases is really frans-
ferred from one man to another, though it may nol
actually be handled, should express the most absolule
and unconditional power of purchasing. The buyer
of any special property or commodity parts with this

power—the seller rcceives ib. This is the simple
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funelion of money when the word 19 used i the sense
of currency, though unhappily the question Jum heen
confused by many theories, ol greater or less ingenuily
of impraci icability, by which rash trading or unsound
speculation were 1o he prevenied by a regulated system
of currency. Space will not allov, nor does the present,
subjeet require, any discussion ol such {allacies, }vlm:h
arc rapidly losing weight and authority. It s suf-
ficient to submil that il en will overvalue their pro-
perly, no perfection of the currency can or ought 1o
correct their irregular imagination. Such “money”
can ouly afford the best practicable means for institu-
ting comparisons. If any onec thinks of giving
£10,000 for a share in the Lunalics’ Reclamation
Company, be should know that ho cannot in the very
nature of things look to the cureency {o corrcel his
expectations ; but it does allord him means ol compar-
ing this desired share with commoditics and properly
of all kinds. If he thinks the share worth more
than so many pounds of cotton or tons of iron, than so
many yards of town land or acres of felds in the
country, or squarc miles of wvirgin soil in [resh
regions ; or if, as is more probable, he never thinks of
the matter al all, hub simply “ backs lis Tuek® in o spivit,
of pure gambling—in cither case a sound currency
can be no moroe 1o blame than the inexorable rules of
simple arithmetic for the falsity or exaggeration of
his conclusions. The unqualificd purchasing powor
parted within exchange lor the share might, at {the
mere wWill of the owner, have procured him. any otherw
of the objeetls indicated. As far as a man is ownor of
money in this sense, he has the choicoe of all vendible
articles in the world, and, as far as the conditions of
the present argument are coneorned, is free from all
anterior obligations, and at liberly {0 shape any course
he chooses for the future.

¥ 6. As long, however, as this power is kept in
aboyance it iy uscless for any profitable purpose, Ile
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who hoards money gets nothing for it, either indireet-
ly in the form of interest, or dircetly in the shape of
profits. It is the use and not the mere possession of
this orany other power which can e productive of
benefit. Reasonable people will not therefore under
any ordinary circumstances keep their power longin
suspense : in a vast majorily of cases one fransaction
succeeds another 3 the latier either & mere repetition of
the former, or a modification of it in the natural course

of development ; and though the condilion of the

currency intimately aflcels the whole, 1ls actual use

in any visible form is often not required at all, and
is hardly cver reasonably required for any long period.
It performs its function over and over again, circula-
ting from hand to hand with all possible rapidity ; the
desire of all being nol wunprofiladly lo hoard, hut,
to wlilise their power. Ilence it follows 1hat {he
amount of carrency roquired in any tangible shape
hears an extremely small proportion to the work it
performs, liven in rude countrics coin passes from the
labourer 1o the dealer, and from the dealer to the owner
of the crops of the soil, and from him agnin back 1o the
lahowrer many times in {he course of a year, and as
industry heeomes more complex and heller organised,
cireulation goes on still more rapidly, and numerous
devices are almost unconsciously resorled to for
cconomising the use of currency. Banks and bankers
arc found for hack in the history of social organization,
and one of their chief uses may . be deseribed
gencrally as supplying the means whéreby the wume-
rous wants of dealers on all sides may be brought
together, and thus the aggregate purchasing power
ina community made to fruclify by constant cm-
ployment, while individuals are lefl free to close,
chango, or re-establish their casual relations wilh cacly
othery as may best suit their several wishes.

Ifa trader or manufacturce, for any reason ofhis
owx, desires fo pause awhile in his operations, he in
the ordinary cowrse of things would he realising lis
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slock for money, and re-investing little or none ol 1,
As far as hoe is conccrned, his ¢ purchasing power™ s
held in abeyance, and ho would have the power (o
domand and board actual money ; bul as wrule money
never passes [rom hand to hand alb all in the lare X
operations ol irado in a civilized country,  OQue nran's
{emporary surplus goes to meot another’s temporany de-
ficiency. A wondevfully eflicient cconomy in the use
of mere moncy tokens is attained in the current duily
{ransaclions of largo societics. A man has {o pay so
much on the onoe side and to receive so much on the
other, but cash for; only the ultimate balances ol 4
very large aggregale of transactions is required to
pass from hand to hand. Thas the Bank of Tngland’s
1ssues may be said in round numbers to be thirly
g@ﬁjm} pounds sterling, of which about a thind re-
mains in the banking department, leaving o halancee
which will hardly exceed the aggregale {ransactions of
a single busy day passed in London alone, asindicadod
by the returns of the ¢ Clearing llouse” where {he
hankers of thal city adjusi their daily mutual balanees
ol acconnts. This large amount is made up 1o a gread,
exlent, no doubt, of payments representing such divi-
sionsof industrial operations as have heen previously re-
ferred to, and tho mulliples of il could wol be inken as
allording any indication of the annual ineome or pro-
duction or expenditure of the nation, yol neveriholess
cvery ilem of the vast tolal is adjusted wilh divect roes
ferenge 1o the currency, and would be more or less
aflcetod by any change in it.  In India the ceonomy
in. the use ol note or melallic curreney iy not capried
to any such perfeetion, yei il js similar in kind, and
wall approximaie more and more closely in dogeee as
tho general organisalion of industry is moro hightly
developed.

§ 7. Two poinis musi be bhorne in mind in {he
irgument.  The peculionr and important funefions of
tho curreney, and thecomparntively snall quantify, wod
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i Qnsequently small aggregate cost, of tokens olany kind
~having intrinsic value, required to p(,rfcrm these func-
~tions.  The currency of a country consists of those
visible rel)resentatlves of an absolute and um,cm(h-a-
th]l&l purchasmg power which are pmc.,tlcally ]:'oqulmd

- to carry on the business of a community. Lhe more
" fact that a document bears a value cxprebsed in. pounds
~or rupees, or any other designation applied to.the
- currency of the country in which it circulates, does not
1mply any such. purchasing power as presently exist~
~A Dbill of exchange or a promissory note is only
| the promise of those who are parties to it that such
. power will be conveyed at some future time : the pre-
- sumption ] is that they have not at the time tho “power
';';;to convey. The ﬂgures representing money on a share.
“in a Railway, Dock;, or Land Company do not even
~imply any such obligation as this. Such figures serve
~ to indicate, as far as the share-is peid wp, the money
" that has been expended : the share itself reprosams an
~aliquot part of ‘the present good-will,. pr@p@mtg , zmd_ -
-~ whatsoever else constitute the v&lue of the undertaking.
~ Neither the corporate body - Issuing the share nor: &b
- one clse is ‘bound to refund the sum so exloended :-:mc:lfi?
- a man who desires to sell must find some one who, in
- e:x:chzmge for his portion. of and interest in the under-
- taking, will restore.to him, pmb&bly not the. exact
_ quantity of “ purchasing power’”’ with which ho p"l,rl,ud,
_in. paying up or buying his share, but some greater or
less quamlty as may he agreed on. between, thom.
~The original c&plﬁ&l reprosented in. the terms of cur-

f’:*_--*r?ﬂoy, on thoe share, is probably consumed altogether
- for the support of labour expended on the worl hut

the same currency equally ' represents, and will ro-
i.%;"“_'l:esent over and over. again, the capital pre mnﬂy in
- exus -!%cmce, “which in its: turn passes ¢ away, fmf] wi ll )

& "'.',' ! ?J;i:’i'l .."“*.f

_over #id over again, be replaced by production.

§ 8. Bufithough the  quantity of money (m. tll@

il LN .
::,{ gt .|| ._. . , . . '
A TR xp-"*{'. ) T

'_I_‘-SBHSB of auf ) H;;;eqwuz;l;t(35(:1 is @é’_'}%ﬂ:‘remely sm'ull; 1. PLOPe-
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~tion to the Vﬂﬁt ag wrc-ga;to 01“ tmnaacstmna mwrmd on hy
“it, the want of & oc;rl,mn and sufficient quantity of such
.'.zj,tolmns as shall serve for the purposes. of a uuwczmy m_-
i mpomtl ve, cspecially in o healthy state of national in-
~dustry. Ionco if the want camnot bo supplicd by
eoin having an intrinsic value, the deficioncy will
frequontly be made 11}{ by symbols of the most érbi-
trary kind, 'bcabrmg value with o grcmbw or less flag‘req
of accuracy, by reference to some actnal standard,

but which: can only be used ‘at all cvents at
‘their  nominal value, _wm} very restrieted limits.
In all countries -al _cWe the s&mge ‘state there will
Do a currency of some kind, and in many coumtrics en- -
joying a high-civilization the wants of a currency have
be ':__,J;__;_,__ﬁﬁr:g{"'f_jjrow‘c'lecl for very rudely, ignorantly, and sometimes
s !f:'r'bliécstly yet still, wlmtevw the currency may ho
“which is used as a common measure of value, provided
Jits power of purchasing’ remains unchanged or free
from violent fluctuations, it will be zudaptocl to tho uses
‘of the community in which it circulates. Thus we .
may see many instances of rude and wlmlly illogieal "
currencies working well, app a,rently in contradiction of
all laws alleged to the contrary :' they subsist and will
‘subsist until they are exposed to - sonie test for which .
they are not: adapted, which may come either from
Ainternal chstm*bmg causes arising {rorn their own action,
‘or by changes coming from without entirely b(*y(md“.f
their (,,0111,1301 yet changes perhaps absolutely mamsmry}“_'-'
1o bring them” within & higher and more cxtended
;;3;%313}101'@ oJ. civilization. The question in the pro .semt day
18 not what forms of currency can under any clreum-
J-Sf_?;_f_jgces be got to work, but what ELH.'ord the best seceu-
ity as the basis of a high ly complex, and. upon the
‘whole won derfull}f efficient, ‘system. of commereial and
industrial organisation, requiring & coherence and unity
in all'its parts, while preserving to all fulk :l’ret,dom mld’?{ '
;llb e:rty of action. -

§ 9. The aggre

egate value of the money tokens

- ot
[ [,
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required is therefore sirietly limited, on both sidey,
by the requirements of the society in which they
civeulate.  1f 100 much is issued 1he superfluily ~will
become dormant ; il too little, the deficiency will bo sup-
plied by some substitute.  The amount will tend {0 -
crease with the extentandwealthola country onthe one
hand,and to diminish with improved eans of communix
calion and the facilities afforded by bankers on the other;
but slill, more than is necessary under existing civeumns-
stances to do the work required cannot be keptl in
circulation, but will naturally and inevilably return 1o
the issuer.  The precious metaly, whether in the form of
coin or bullion, may be, and in countries whose imdustrial
civilization is at a low cbb constanily v, hoarded 1o «
orcal cxtent, and when this is the ease it is vo  doubd
very diffiecndt 1o discover what value ol currency is
aclively employed. It isapower held in veserve whicl,
i’ suddenly hrought into usce atl any one time, may cause
a flucluation in the wvalueof the metallic ocurrency
within certain Limits, 1o which reference will be made
hereafler, but just so wuch as, and no more {than, the
community requires will be retained as eurrency, and,
purcly as currency, it will perform only that work ve-
quired for adjusting transactions, prompily completed,
within the limils where constant inter-communiea-
Lion subsisks, and where it passes [reely and withoud,
cost from hand to hand for matual convenienee.  To
whatl distance such eneles may extend depends on a
multiplicity of cireumstanees, nor can ihey he con-
cetved as centres with the bovders only touching each
other ; on the confrary, they will constantly overlap,
and praclically their boundaries can bo only very
roughly and empirically cdlimated.  When coin s
specially earvied away [rom one distrielt 1o another
for use tn the move distinet operations of traflie, s
diverted from its more special and peculiar (uncelions
as currency, and must be regavded, lor o time, uy any
other wicrchandize or conmodity.
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§ 10. TParily on the scoro of cconomy, and parily
and perhaps most dlrenuously ['1‘01’11 0 “Zi.ml: of ap-
preciation of what t’!m voal [unetions ol 1he cu -
rency are, it has at times boen urgod that the und
of value—whatever it may bo called—is o mere
ideal measure, amoeans and deviee only lor fransfevring
value, but having no value apart [rom this ity pecu
liar function : it 1y coutended, thorelore, that the Stato
shoald issue noles upon what it considered good  se-
curity. The question very much resolves ilsellinto
this simple issue : whether the currency shall have an
independent, nirinsic valuo of its own or not, and if
s0, whether that inirinsic valuc shall depend on that
commodity which, as a matter of fact, possecsses the
most convenient and widely recognised purchasing
power of all known to the world. 1l; as is too offen
vaguely supposed, the value ol commodilies was
limited by the quaniily of monoy, using the word 1in
{he sensoe of curvency, it would no doubl be most ah-
surd, and indeed altogether impracticable, 1o have a
hullion double for all property and comimoditics ; bul
in point of fact nothing of the kind is required. A repre-
sentative of value of no mmtrinsic worth mighi serve 1o
adjust transactions within the limits of & community ;
bul these, as wo have already seen, ean bo ellceled 1o o
very greal extent without the inlervention ol any
“moncy” at all. It could only safoly boused jusi so far
ns 1ts use 1s notrequired at all; when putl to futher {yial
1t would fail, beeanse it would then be found that no
test could practically be applied to it. Those who have
intorests beyond the circle of the nominal note -will
require some standard common also 1o the rest of {he
world. They lind gold and silver recognised by all thoe
civilized world ; and the purchasing power ofa cortain
quaniity ol cither in any one country can he compared
veadily and certainly with the power it has in any and
all others. Amnd this theorctical comparison can be
made efficient at the very minimum of expense; the

measure is not practically exact, bul the limit of ils



14, STATE DEBT NOT A FITTING SECURITY.

difference is the tmall charge for the cost and sk
of tromsit. Discrepancies in the scale of weights in
different countrics Involve no greater difficuliics {han
can be overcome by a sum in fractions; and sullicient,
skeill in metallurgy to adeerlain the fincness of eithoer
melal, with a close approximation to accuracy, is as
widely diffused as the knowledge of 1ho meotals thems-
selves. It is their natural and inherent fitness for the
funclion and not the diclum of authority, which makes
gold and silver the common measures of value fov
the interchanges of the world, and they will incvitably
be used as such in general commerce, whatever inge-

nious systems of currency may be nominally mainiained,
either from ignorance or ncecssily, i any particular

country.

§ 11. A f{urther advantage of providing that the
currency shall have an inirinsic and independent value
of its own, is thal the holder for the {ime being 18 in no
way concerned with any of ihe uses 1o which il may
have heen previously applicd A nole circulation in
any form issued wupon sceuritics having no such in-
trinsic value must be ullimately dependeni on such
uses—that is, on the prudence and suceess with which
industrial entorprises, specially and gencrally, are carried
on, and we all know how lhable these are to violent,
fluctuations and derangement. Nor is tho case im-
proved by making the issue on the security of the
State dobt of the country. The sceurityis delusive ;
for n pomt of fact the State has not come under any
such obligation as would meet tho oxigeneics of the
case 1l it were pul o the test. The nalion is pledged
to pay so much per cent. per annum on the capital lent,
but generally comes under no promise whatever as to re-
payment of that principal sum. Such property actually
is merely an annuity, either interminablo or redeemable
at a distant period. As long as the credit of the State
remains stable such annuities will always command &
certain value, and as long as monelary aflaivs are in
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thei® ordinary course, only about as maony holders of
stock will require lo exchange it for the goneral pur-
chasing power oxpressed 1n CUrrcney a8 there are
owners of this power willing {0 sink 1t m so woll
securcd an annuity. Bul when there 18 a monclary
crisis—that is, when many men who have promised 1o
supply ¢ purchasing power” (ind they cannol obtain
it in exchange for their property and commoditios in
the ordinary course of business inlerehanges, it is
highly improbable thal there should be enough buyers
of stock to supply the unusual demand which is likely
Lo arise ¢ven from ordinary holdeys ; still moro, il the
usual balance were yet further disturbed by sales io
provide for the actual payment of such notes, would
thege be a difficully in obtlaining {ihe wungualified
purchasing power required. Or if the notes, being
inconvertible, did not rxender such sales neccessary,
the evil would only be translorred from the issucr
{o the holder, who would find thal he only pos-
sessed a qualified and partial puarchasing power,
and that which inherently possesses {his proporty in
the highest altamable dogrco would cvidently com-
mand & higher value. Bullion, coin, or noles based on
coln or bullion, might boe said to be at & premium, but
the comparison with. other coundrics would demonstrate
thatl this premium was supposilitious, and thal in [act
the inconvertible currency had becomo at once tsolated
and depreciated, so that the measures of value for home
and forcign commoditics would requive constant cor-
rection to render them common for both.

§ 12. Traflic, no doubl, can bo ecarried on with no
small degree of actlivily and success with a very
imperfect currency, becanse the real interchangoe is
between diflferont kinds of properly and commaodiiies,
and, especially in shorl transactions, the direcl com-
parison can bo carried on with sulficient case lor all
tho more direet and neeessary purposes of life.  Reeent,
expericnce in the Uniled Statos shows most clearly
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{he working of a currency, the integrity of which iy
not maintained by convertibility into comn having
inirinsic value. A new factor—namely, the so-coalled
“preminm’’ on gold—was introduced into the usual
calculations of exchange wilth other countrics, and
this simple recognilion. of the actuwal depreciation
of the legal currency of the country was no doubl the
best course that could be adopted. The clement of
uncertaintly thus clearly faced, lost greal part of its evils
by the very [acl of its rccognilion, and the costliness
atltendant on this kind of risk wasreduced to a
minimum. Yet still the iInconvenicnces sullered
fell heavily on 1hc couniry, especially in all ils social
and internal rclations, and were increased by speeu-
lative operations, which. cxaggerated the uncertainty
as to prices paid among themselves by tho community.
This uncertainty is in itsclf no light evil. It is incvi-
tably a hindrance to thrifly and economical manage-
mentl among the large majority, who have to provide
day by day, or al least week by week, for their susie-
nance : profusion and cxeess at one {ime is no com-
pensation for starvation al another, and in all such
struggles as are involved in buymmg and sclling, Lhe
weaker will go 10 the wall, and the simple and ill-in-
formed will sulfer. Morcover, home and foreign {rade
and industry arc inextricably mixed logother: and
as forcign trade will inevitably be carricd on by moeans
of bullion as acommon measure, it must of neceossily
be adopled throughout to sceure the manifold advan-
lages of preserving in ils most plain and simple form
lhe same measurc of value for the whole cirele of

indusiry.

8 13. Caleulations of the cost of 1he metallic cur-
reney and the loss & country suslains in inleresh on
such cost, are altogether fulile and wscless. They are
much. on. & par with those which find {he national
weallh increased or diminished by 7 or 8 millions with
eYery fluctuation in the British funded debi: the
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difference in price is simply a malter of adjustment
of terms between buyers and sellers in no way aflect-
ing the value of the securily transferred [rom one hand
{o another. No doubt if' A., B., or C. have gold (hey
-can command “capital,” and twn it to porduetive
purposes il they be so minded ; but the first siep ol
that operation must be directly or indircetly o find
others who will lake their gold and give for il the
commodities required for the support ol labour. Bul
if the whole community were to desire thus to sell all
its gold and discard it from the wuses to whiclh it 1 now
applied in the currency, where could buyers be lound ?
Although gold can. be exchanged [or other articles, it
annot be transmuied into them. It is very uselully
employed in the currency, but withdraw it from thal,
work, and a greal part of its wlility and value dis-
appear. Therc is no waste in the world’s ceonomy 1
a metallic currcney, uuless it can bhe shown that the

substances themselves can bo applied 1o betier purposes.

§ 14, All such quoestions relating to the currency
are quile distinel from any which may be raised re-
garding capital oblained under ihe guaranice, or hy
any other means wpon the credit, ol the Sate.  Suel
loany, like the transactions of private mdividuals, will
be profitable or otherwise aceording 1o the purposes {o
which the capital is applied, or they may very possis
bly be highly benelicial 1o the couﬁtry withoul, being
divectly profitable at all ; butl the ewveeney, with all {he
important and multifarious funetions whieh it has (o
perforny, should be established on its own independent
basis, and the utinost vigour can be enforeed for pre-
serving 1ts integrity, without erippling the most ample
excreise of liberality in appropriating the eapital of {he
wtate—which il serves only 1o measure —4o all purposes
of approved public utility.

§ 16. It is true that the carrency of Greal Brifain
cousists partly of notes, whieh are nol represended hy

{
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bullion ; this anomaly in theory resta=-on no recondite
principle, but simply on the [act that under no cir-
cumstances conceivable within the limits of reasonable
probability could payment in bullion be do anded
for the whole amount of the notes in civoulaion.
Much as the use of money is ceonomised, sog©
notes are roquired so constantly for carrying on (R
daily iransactions of the country—tibey arc so co

pletely established as part of the necessary machiner:
for carrying on the daily affairs of Iife—that though any
one may, it is impossible that they all, or even thai any
very large proportion of them, should be presented
at once at the Issue Department of the DBank of Iing-
land. If the convertibilily of the notes were a
matter of serious doubt and uncertainty—if the
public were not convinced that every rational
precaution were taken for this object—then indeed
notes generally might be presented for payment
and disappear from the circulation; but the uftility and
convenience of paper money of the kind are so greaf,
and its use has become so habitual, that some suh-
stitute would have to be found to take the place of
the notes withdrawn. It is this fact—the woll-
deserved credit which the Bank, of England notes
enjoy-—that ensures the safety of the whole. Even at
the worst of {imes the national currency will not onl

command the confidence of the people, but in all
probability will command it more pre-eminently than
ever. lHxternal dangers indeed serve rather to incrcasc
than to diminish the value of this form of the cur-
rency, for in periods of panic and alarm, when all trust
is \shaken, men will still ask, Whatl can we get heticr P
and unless something affording a belter sccurity can
be found, will keep to that to which they have heen
aceustomed, all the more closely from the prevailing
uncertainty. Danger to the efficiency of a currenc

note circulation is to be apprehended from internal,
rather than external, sources: and as the credil, on which
80 much depends rests not merely on the actual secu-
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rity, but on the confidence reposed in that securily by
the people at large, prudence will dictate great caution
in the introduction of ang arrangements that can be
misrepresented or misunderstood, for though the pre-
servation of the integrity of the currcncy is a question
specially allecting tho masses of the people, compara-
tively [ew of them. are able {o form any intelligent
judgment on the matter, and any cconomy would be
{oo dearly purchased at the expense of the mosl

perfect simplicity.

§ 16. It is needless to pugsue the subject further,
as, for the purposes of the present argument, it might,
fairly be said, that if there be any danger to tho in-
tegrity and convertibility of the note [rom the cause
#lluded to, it is a faull and error which should he
promptly remedied. Sofar, however, from this being the
case, men of greal practical experience, including ihe
late Mr. Wilson, urged a further increase of notes nof
directly represenied by gold, sixnpliz on. the scoro of
economy, though no one could be better aware than
he was that no idea of economy should be enterlained
for a moment, il it were purchased by cven the slight-
cst appreciable ineroase of risk. If the form ol the
English Bank-note were to run somewhat in this way-—-
“ Recoived ——— sovereigns, 1o berelurned on demand 1o
the bearcr,” the whole system would work exactly the
same as 1t does al present. It does nol follow that
the English precodent could, in form, be saloly follow-
ed under the widely dillerent circumstiances of this
country :—in principle it aflords no reason for running
any risk whatever of making the nole convey a less por.
feet security than such a roceipt for the actual deposit
of budlion would provide.

§ 17. This deposit, however, in the nature of things
cannol he hold in more than one place at a time, and
it 18 a fallacy to suppose that any dictum of authority
could mstitute a note currency payable withont reserve
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in different districis. The currency can circulate na-
turally and without external intervention only within
those limitswhere the interchanges between buyers and.
sellers are mutually balanced within short periods;
thus only can its tokens be passed frecly from hand fo
hand, without expense, for a convenience which is
mutual. No man expects to be remunerated [or keep-
ing or carrying aboul the monecy he requires for his
own uses, nor, as for as his daily and ordinary trans-
actions are concerned, can he be said to incur any cost
for this purpose. A bank, regarded only as onc of
issue, also incurs a very trifling risk or ecxpense in
recelving coin for notes, and paying back the coin on
prosentation of the notes. These mutually gratuitous
and practically inexpensive services are all that are
réquired within the natural cirele of a currency. Bud
when value has to be sent beyond 'such limits, al-
though it may be sent In the form of the currency
common Lo both ecircles, its transmigsion doos notf,’
imply use as & meagure of value merely-—which is the
function proper of currency—hut an actual transler of
value from onc district to another, which. disiricts, al-
though closely connected socially and enjoying an
identical common measure, are not so related in their
ordinary traffic that the aggrogates of their curvent
transactions balance each other spontancously, as it
were, and without any conscious offort on tho part
of any of those concerned. The possession of a com-
mon form ol currency 1is in itsclf a great convenience,
The inhabitants of India at large receive all the
benefit they can reasonably demand from the cstablish-
ment of a common currency throughout the empire,
but it i3 o very different thing to expect a currency
note 1o be payable in coin indiscriminately in
any part of the couniry. Dealers no doubt would
find 11 conveniont to have coin placed at their disposal
in any district without cost, but cost must not {he less
surely be incurred, as long as the actual {ransmission
of a solid malerial token of value iy required ;
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and it surely is not the function of Government {o
carry coin backwards and forwards to any part of the
country for the convenicnce of particular traders, or
even. of special branches of trade. No doubt thig
transmission of coin or bullion between contiguous dis-
tricts may be to a great extont a consequence of a low
and imperfect monctary organisation, but the remedy
certainly is not for tho State to undertake the charge
ojrthis comparatively wasteful method of conducting
traffic from ofl’ the shoulders of individuals. The use
of notes is to effect a real economy in this respect, for
by means of them. all interchanges can be effected as
far as the aggregate values on all sides can be set off
against each other : the value of every one ol these
interchanges being measured by a common standard
which can be tested at any time and by any one, but
which, from the very nature of the circumstances, will
never be tested as long as 1ts accuracy is unquestioned.
If the commodities district A. sends directly or indi-
rectly to district B. may be represented by 100, #nd
those which B. so sends to A. by 106, it is evident
that A. has no right to rceeive and retain, and B.
cannot possibly pay more than the balance of 5. The
more & note is common to dillerent districts the casior
will it be to institute the comparisons by which the
actual wilimale balance is attained ; and by its means
these results—that 18, the completion of all those
interchanges which can be promptly and directly car-
ried out~—are effected without any transler of coin af all ;
whilethegreater cheapness and celerity withwhichnotoes
can be transmitted—the greater amount of work they
can. do in a given time—tends to decrease the quantity
of notes required, and consequently that of the bullion
or coln. 'which they represent. More than this, if' the
B. supposed has no present use for the purchasing
power represented by 5, tho notes representing that
value may be hoarded—or, in other words, instead of
actual coin being sent to the district, it will be hoard-

edon its account ab the monetary centve, and is cor-
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lainly as wellif not better placed there with a view
to its being speedily utilized.

§ 18. It is beyond ihe limils of the question to
enter on the general subject of international exehanges
and the various methods by which such ultimate
balances may be adjusted, as between one country
or district and another. As far as rcgards the
currency, it is clear that no nafional advantage
could result from multiplying the numbor of
places where notes could be payable in coin. On
the contrary, the true object to be aimed at is to
have as large and varied a range ol iransactions
as possible, generalized on one common centre. In so
vast an empire as India it may be needful to aflord
more cenires than one, but {his is & matter on which
public interests cannot clash with those of individuals.
1 men show a desire to deposit coin at any particular
place and receive notes in exchange for it, payable of
course only at the place of deposii, a safe accommodan~
{ion is granted to all the district, and no further proof
that it is a facilily common to all is required than the
fact that the notes are taken into general circulation,
A slep, moreover, is gained in habituating the people to
the use of notes, and holping them 1o a more extended
range of industrial intercourse, the ullimate resuli of
which will be that local centres will be ahsorbed into
those of larger divisions: the loecal note would
gradually and imperceptibly be superseded as the
general note became as familiar, and was found o he

more generally available.

§ 19. The argument that the Government, as con-
trollers of the State currency, should vot nudertake 1o
return con for notes excoptl atl the place of deposit, hy
no means implies the assertion that Government in ils
general executive capacity should not [acililate ibe
transmission of coin from one district to another. On
the contrary, considering how largely it is directly inter.
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ested in the soil, how slrongly the traditions and habits
of the country induce its natives to look 1o it for aid
in. all matiers beyond the accustomed range ol ibeir
occupations, there are very strong reasons why its
active assistance should be given to a matter of 80 much
collateral imporiance o the currency itsell, Bul Lhe
two objects should be kept distinet. The first greatohject
is 1o establish and securc beyond all shadow of sus-
picion the credit of the currency note—nol merely to
enard it from all probable and reasonable suspicion,
but from all possible suspicion, however irrational,
which. might take possession, in times of panic, of igno-
rant masses. The obligations of the State cannét be
too simple and absolute, or too simply and absolutely
stated: As quickly as intelligence spreads among the
people these notes will go into circulation, withoul any
special elfort, to serve all the uses of a currency proper,
and it would only be mecurring a needless and useless
risk to sufler this use o be associated, even in ignorani
popular estimation, with 1ts application to any local or
exceptional purposes. Such further assistance is nol
a matler of issue or currency proper, but of thai
branch of banking which most immediately conneets
the local currency wilth {he more distant operations of
commerce. The two, though closely related, are essen.
t1ally distinet, and should be kepl so in appearance as
well as in facl, A nole is meanti to be transmitied {iom
place to place instead of bullion ; il can more cheaply
and easily be passed from. hand to hand ; and thus used
for the adjustment of transactions by a change, in [act,
of the ownership of coin. It is not designed 1o facili-
tate the transport of bullion, but to supersede as far as
possible the necessity of its transmission at all.

§ 20, A good banking system established through-
out the country, by facilitating the exchange of cur-
rency notes for the coin which -they represent, would
hoth tend to dncrease their circulation and diminish
the cost and risks of transmitling coin. It might

!
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appear that to lessen the cost of a service was not, the
way to diminish the demand for it, but the {act is that
this actual transmission 18 required in many cases not
to salisly o real want, bul only the demands of an
ignorani suspicion. It is often—as is the case in Ahe
collon disiricts—that the sellers require coin merely
because they do not understand what notes are. The
aorowth of intelligence and confidence is the only cure.
A nole, being a legal tender, may be forced on an ui-
willing receiver in payment of a debt, but a seller s
under no obligation whatever to part with his goods
until he is satisfied as 1o the mode m which he 1s to be
paid. Until the eomntry dealers feel well assured {hat
they can get coin for notes, when or where they re-
quire it, at somewhat less cost and risk than they would
themselves incur, it cannol be expected thatthey will he
actively instrumental in introduecing notes mio general
circulation, and the present ‘difficulty is to got thems
once acknowledged in popular estimation. Omnecé so
established, there is no reason to apprehend thai they
would he depreciated because the local governments
refused to admit any obligation to do such an tmpos-
sible thing as to supply hard coin in any or cvery place
where 1t might be demanded. The factl that a note is o
legal tender would serve 1o support ils value as far as
it was used in all the current (ransactions between
man and man. Beyond this no one has a mght 1o
demand ¢ change” of another irrespective of any
mutual dealings.

§ 21. The funclions of a bank in the distriels, as
far as they were subsidiary {o aiding the development:
of the currency system, wouwld be sirictly limited.
The maximum charge it could make for cashing
notes would of course be the equivalenl of the
costs of gelting comn from the centre of deposit, and
sometimes possibly an additional premium might
be givén for the immediate possession ol money ur-
gently required for some special operation ; and a very
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considerable economy might be ellected by sotling one
current of demand against another. Bul the objeet of
such. operations is not to extend tho business for which
such a profit is gained, but, on the contrary, 1o exiend
as far as possible the free civeulation of the nole aud
developo its ulility 10 the utmost extent. The more
cheaply and ecértainly this special work of supplying
coin for notes was performed, the more surely would
the quantity actually transmitted be reduced 1o a mini-
mum. Ior il is the seller who has 1o be satisfied by
the buyer, and the less he feels any doubt about the
utility of his note—the more fully he is satisfied that
he can under any eircumsiances get his coin at small
cost and with the utmost certamiy should he requive
it<the less likely will ho be to impose the cost upon
the buyer. TTewill not care io insistupon it as a maticr
of precaution, but only demand comn when he really
requires if, while experience will De constantly show-
ing that coin deposited at the monolary cenire is
often more wuscful than the manual posscssion
of coin itsell in the distriets. The local govem-
ment treasurcrs may do much of the work required.
For all rent and revenues due to Government the note
must of course be laken as legal tendoer,. though
the exereise of some discretion will no doubt bo noces-
sary in insisting on making payments in noles uniil
the people are perfectily willing to receive them.  And
it any one has any dealings with Government in the dis-
tricts for which any monoy is due to him, lot him hy
all means be paid in notes or coing at his own option,
without word or comment. But a man, morely as
hg)ld.er ol o note, is on quile a different fooling, and i,
would not be safe 1o admil, cven tacitly or by custom,
any rghl on. his part to draw coin from the local {1va-
suried. * IHis doing so must be distinetly undersiood 1o
be & matter of separate and distinel arrangement.
Betier thus than as & matter of favour, for customary
favours are apt very quickly 1o come to be regarded as
matlers of right,

b
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$ 22. The advanlages to be anticipated from sucl
a policy, though of a very gencral nature, arc by no
means few nor unimportant. It would bring all the
facilitics which a well-organised system of currency is
capable of aflording within the reach of that vory use-
ful class of men, who have much practical energy bul
only local slanding and credif, and tend to break down
or prevent the hurliul monopoly of trade by the larger
capitalists, Further, a line of eonncection would be
supplied bolween all the various districts of the em-
pire, slight indeed, but sufficicnt to ensurc to all the
means of a due continuity of intercourse, withoutl over-
riding or supoerseding the cilorts of private enterprise ;
for it voust constantly be kept in. mind that il is not
the function of the currency in any way to make wealih.
It must not be confounded with the  Capital,” which,
associated with ¢ Labour’? and the resourcos of nature,
are the essontial elementls of production and increase.
A bad or insufficient currency may cause great evils to
the general industry of the country, much in the samo
way as the scarcily or untrustworthiness of measures of
capacity would give rise to greal waste and inconveni-
ence in the trade—say, for instance, in grain ; but good
and exact weights and measures are only of scrvice
when oporations of actual and independent utility have
to be carvied out. So with the currency : itis useloss,
and may be very mischievous, lo atlempt to force notes
into circulation, but they are a great holp to weak and
tentative cnterprise, and all efforts in new channcls
must be tentative and uncertain, especially 1o those
engaged, consciously or unconsciously, in {he useful
work of extending and civilizing the internal inter-
course of the country,

§ 28, The effect of a rise or {all in the onc standard
to which all refer can only bo inferred from an appa-*
rent fall or rise in the opposite direction, in the value
of all other commodities, but as many other causes axe
also constantly at work affecling the current course of
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prices, it is extremely dillicult to discriminate between
what is due 1o this and what to other causes. A rise
in the price of any parlicular commodity, and ospe-
cially any temporary rise,1s clearly not 10 be attributed
to the currenecy, but o estimatc the amount of
cumulative evidence requirced {o warrant & belief in the
cenerality of a risc or fall in prices, and cnable us to
measure its extent, involves caleulations of o most
claborate and iniricate charactcr. But though the in-
vestigation of the question is extremely diflicult,
and the rosults not such as can well be stated in
cxact terms$, the phenomena that present them-
selves 10 the obsérvation of practical obscrvers are
not .of so .nserutable a character. Prices show “a
tendency to rise” when the standard is falling, which
ig taken into account by those shrewd lenders whose
dealings lcad the marketl, and in o rongh manner there
will be little doubt tihat they will practically get,
compensation. Such rising prices are generally (avour-
able to the wealthicr classes engagod in enterprises of
any kind, and so far may slimulate production and
the demand for labour, though it is doubiful how far
this will create a risc in wages 1o eom])ensata for
their *“ not gomng so far as they used to go.”  Tluctua-
tions arising from broad natural causes need not cause
any anxicly for the future. The nhatural powers of
adaplation, unconsciously excrcised more or less by
all, may be trusted o provent any serious inconve-
nicnees on this score; the dangers we neced [ear are
rather from. local derangements arising frem hasty
ill-considered legislation.

§ 24. It is allogether a [allacy 1o suppose thai
cheap moncy, using the word in the sense of coin or
bullion, alfords any advantage whatever, beyond {hat
cnjoyed by those for whose benefit or gratification it is
nsed n the arls or manufactures. Omn the contrary,
the bulk of the currency wmust be increased just in the
inverse ratio of the deercase in its value ; the less the
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-value. 01‘ th(a pmccs mod the ﬁ*ma,te‘t' the mmlber that;
will be required, and th.e c,onms,u > loses pro fanlo in por-
tability, and the cost also of coming will Pmbab] y be
slightly increased. Prices are appamntl | g_’_'-,.j‘-.j:t:'aﬂsad just
a8 the sum of lcnﬂ*t]m might a,]apwremly be inoreased by
reducing a foot measure to 11 inches. If any new and
“cheaper sources of supply were accesmble, it would no
‘doubt be desirable at once to resort to them, not be-
‘cause the cheapneqs is,in this case,an advantagein iteelf,
‘but because a cou ntry will naturally draw its SL1pp'_;}?-i@a;
‘of all commodities from the least cost]y sources ; the
‘higher value dependent on the cost inc arred by resort-
ing to other sources is therefore needless and insecurely
-'based ‘But neither bullion nor any other article can
‘have two values in the open market, and the advan-
tages of e}cceptwnally che&p production w111 g0 to the
“owner as profit, or, more strictly speaking; I'ent but'
‘certainly no one will sell undeir the. prm@
‘by the general demand of the world. The only #o6m.
-for dﬂfercnee is that which may arise from the ;cnsh
;f'_of transmission Irom one pl:we to zmother, and 11“ 18 1 ?_'_j’_fj;:ﬁ;
certain how far such EXPENSes. enter into the cost -of
‘bullion. - It may indeed be safely agsumed that the
_charge for first brmgm@ it from mines in remote dis-
,‘.,.__fnots into what may be termed the general market of
‘the civilized world, does rmlly enter 1111;0 and incresase
“the cost of production, but it does not follow that any
further-charges for tho transmission of bullion used as
“ money” a,dd to its value. They must rather be
“regarded as incurred for the E;pecnl use to which it may
be applied and as p*m:'t of the current charges of tmde.'
Spea,kmg, gencrally, “money” tends to be cﬂmpamtwel v
~cheap in those countries which are receivers of it, and
prices therefore in the internal trade of such a c:mmtry._.
-appear higher;. but the difference, as far as. regards ity
. external tmdc will ‘be. Lqua,hzecl by the sta,tc of the
ntd @1&1 exchmngeq Thus. the sovereign in Lon-~
don and e soverei gn | in Malbom*ne or Sydney are of
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“evident that; the co ot of tmnsmlsswn I‘m:m. Australm
to England ‘cannot possibly enter pm&ﬁlcally into
“the question of- the wpply oi thls or any othelz";.
-.eolmtry L
+ Werea dlreot tmde to sprmsg up betweeu Inch& ﬂf,lld_
Austmlm,, no doubt gold would come to us, but unless
~they sent the whole quantity we J:'eqmrcacl ity auppllea_
~would not rule, though they might influence, the mar-
ket price, and the small lmctloml difference enj joyed by -
their bullion. would tend rather to enhamcc the price of
the commodities they tookmemh&nge. Direct supplies
| :[rom Austmha cannot under: any. mmunstamcses exer-
cise any pamuount influence, and any quef;tmn re~
wa,rﬂ_- jg L]t@n 18 of i’ar more. mppmrcnt tha,n reafle-_;

. .'.. | -ilt-:.\, M i Il._'..l.
i r:. .i-"[- "*". f".‘l'

e y..._T._.,z;._-,ﬁl

1 T

1

- § 2*"’ . It has bcen. qucstmned thther 1t 18 con..__. |
-fi-msteut Wltll ]us,tlcu to make any altera,tlon in the
‘standard at all.  Contracts are made, it is urged, for
the delivery of so much gold or mlver_, as the case may
be : and that this form of payment is ¢ of the essence
“of the contract.”  On the other hand it has been cons -
tended, thatitis tlua clear duty of Government to guard
'eapmmlly agamst any enhancement of the measure of -
~value, - which would operate to the detriment of -
“all debtors, notably to that of the State itself in :r*espectﬁ.
of its 10&11{5”11'1 other words, against tax-payers and in. -
favour of reupleﬁtfs of the 1ntcrest of the public debt.
. Butif debtors suffer by an enhancement of the standard,
“the receivers of wages, which are much affected by
;'_'6?5{' '?;Stom and very slow to change cxcept under ex-
eptional circumstances of - un'wontod ‘a0t “Vlty, are
“similarly affected by its doprecmtmn., Tt is useless, -
“however, to cite cases of hamdslnp on one side and: the -
-other; as all agreo that the object is to keep'as closely -
to the striet line of justice as posmble, and this speclaglly,‘}:j
in the interest of th@ poorer debtors, - who oetenmblyji-?

would be gainers, for nothing ‘can establish an

 equality between. tho needy, of this class and their
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crcdltors Oap1tal W111 not be l:‘orthconu ng ewept on
the . ordmary terms of’ proﬁt, and the cost of any extra
* yigks will fall rather on those who must bo:m"ow than
those who are under no urgent obligation to lend.
~Common sense and justice Woulrl revolt from the idea
“of fixing a standard at the value of the day in a metal
- which, lrom any exceptional causes, appeared likely to
~ be depreciated with unusual rapidity or to an unusual
“degree, and while the effect of the gold discoveries was
uncertain, no change could have been made W“lthout
~doing much violence to these sentiments. Nt:n.?v,.,;~ _:
~however, this is changed, and the weight of zm’rhorlty 1§
~clearly in favour of ﬂ‘o] d as likely to e more than ever -
- a trustworthy common measure of value, not indeed
exempt from change, but changing gradually and
~evenly only from causes. of such. mwmtude as to effect
* the whole ‘demand and supply held thr oughout the
‘world, The issues raised in the discussion are some- -
what like those popularly- Sulbljosod to.exist between. -
law and equity. It clearly is not competent to any
individual to urge a private claim :[01' satisfaction for any
~alleged loss arising from a chango in the natural valué
" of the standard, ‘1‘110 Government might justly reply ©
1o ‘such oomphlmntﬂ that they had ’Lﬂbﬂ’)t(}d the obli-
~ gation expressed in the terms of the existing et ierency,
and took their risk of any fluctuations for ¢ or against
their interosts. ¢ Hard cases make bad law,” and the -
" claimant would be bound to show that the relief sought
~ by one could be granted without detriment to ot 1101*,5 ,
‘or without the 12'1811. of introducing an element of con-
fusion mﬂmtely premcllcml to pu"bhc, mtcmstb 0[ ﬂ:u .
-I'.--fgre&tor conscquencc thm lns own. e N

& 26 But suoh a hne of amgtmlent 110wmrer V:Lluf
;';i':ll.a,y be as far as it goes, is surely of no weig ight as
“against. a,ny effort of the State to preserve by Ln:n oly
- measures the integrity of the standard ; perfection is not
'_._fatL&makle, but the obligation is not the loss stringent -
oLeep as: f ';?e&r to 1L as PQSSlblO. Very lbW‘ mon m nd @ﬁdi-}..-;
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-:could be found who Lako mto conmdembmn the pros-wif_j
pects of the value of bulhon in the more remote
“fature ; and for such. the rem edy isin their own hands:
‘there is no necessity for men to eXPress their obhgatmns
‘in currency aball. If they pmior it, they may cove~
‘nant - for future pzbymeuts in cattle or corn, - or .im,
:‘cleﬁmte weights of either of the precious metals, or
in anything else th oy chose. The vast majority of
: pet)ple recognise cm’*rency only as somethmg' with
“which they can buy, and have a right to buy anything
vendible; on its: stability they rely, taught only by
igh 'the less intelligent magses are

customj and thous
“very jealous: of any ¢hange in the form of their money, .
: su@i’;_:i '.;;Suﬂplclon only extends to the doubt whether they
‘really ¢an buy with it in just the same way as with
‘that to which they have been accustomed. Once
gatisfied on that point the new token passos ]ust‘

as freely as the. old ore. Tts « })Llrallmsmg power 18
recognised without any reeondlte enquiry as to the;;;z'i{
basis on which that power rests. = It is taken on the
credit of the State, which will suﬂ'er deservec'{ly if this

purclmsmg power be not maintained, but it seems
a strange and  over-strained do Gtx'mem&nd & i
f-ahleveuﬁ eurmllment of tlm prerogative of the State—
to impose any restrictions on tho moans 1b m&y use 3['01"_;'-?-_{-"
f-the attmnmen‘t of tln% cﬂo‘]eot ST PRI

._ § 27 T is’ thorefore f"’bll"] y open to (,hscusmon-;!:
f;whlch of the precious metaly should be used as the -
standard, or rather the basis of the standard or com~
‘mon measure of value, or whother, to what extent, orin
what manner both may be used for that purpose.
The nearest precodents are thoso of the Umted States
“'-ancl of France, both of which  countrics, since the dig~
covery of gold in California - and Auystralia, have
.parfectly sueceeded in. substituting & gold for a pre-
Vmualy exmtmg gilyer stzmdard rcduomg the silver
coin to a mere token, owing its value not to its
;-._mtrmsm Worth but to the fact that it representsa
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~certain. aliquot part of the gold standard coin which
‘now forms the basis of all calcula,tzl ons of ‘monetary
“valup ; such silver tokens bemg 1eces s&mly only a legal
“tender to a limited amount. The law in: the United
States is przwt]mlly in abeyance, owing to t-_{f?es.ca,usef:
~which impelled them. to resort to a ‘paper . cuttency,
“but their return to specie. payment is- always cclis-
‘cussed as a resumptlon of pa:ym(mt i gold; The
“nominal silver ¢dollar” and silver ¢ franc” are‘ A8
“completely ideal denominations, as the old pound”’
of standard silver kept in the Tower of London.
Theoretically these tokens might as well be made of
“brass or any cheap metal, but a fully adequate reason
~against adopting this form of economy is the tempta-
tion that it would afford to illicit coming. The
‘difference between the actual and nominal value of
“the shilling, for instance, is so small, that the fabrica-
“tion of twenty of them, for which a smrerelg‘n: could he
~obtained, would give a gross profit of 10 to' 20 pence
only. Tt will not pay, therefore,to forge a t@ken of
‘the same intrinsic value as a. sh 111111 o, zmd coiners " #re
_compelled to resort to some baserm etml fmd the detec-
“tion of the fraud is comp&mtwcly easy. But not the
less is the silver coinage merely & token serving to re-
prosent only th(a ahquot p&rts oI‘ the gold stzmclmd

§ 28 No masomblo cloubt wm ontertmned aﬁ th@
-.:;-_mme the c]mrgcs were made that this substitution of
‘gold for silver was beneficial, and the subsequent._
“course of events affords addltmna,l reasons for prefer-
ring the former as both a safer and a more exact
':!:-:common measure of value than the lzd,ter, though it
;a now, as it ever has been, doubtful how far the T
trinsic value of either of them will be permanently
‘med Jfor m lon g ]_Jemod. ‘One. con sideratien.
fr gold 18 that ity IJI'OdIIOtI on has bekn.
tested in‘the most open and efficient, way. In Cale~

Afornia, in Australia, a»nd in British Columbia the most
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| @nergetlc a,nd enterpmmg of Anﬂ'10~ Smon mces, tlméfi

most painstaking and persevering of Asiatics, have-
“eompeted together with the utmost. freedom, and the:
- xesult has been. that Whll@ the productmn from. the-
Glder sources. of supply shows a decided and ateady 1R
- crease, that from these new sources has, since 1853,.
shown a large decrease.* An inference fairly to ba
dlawn is, that if the value of gold had diminished to. X

- any great extent, it must have told upon some of those:
~ old sources of supply where the costiof pmduatlon was:

~ most nearly equal to.the value raised. Even a slight

dechne Ins suchﬁ@as@sﬂﬁ vou d have left J‘ilit_-:'r-._' g for proﬁt o

it whichy the working would not be continued. -

N o do:;f,;j;_j..bt' on the othew hand, the march of improve-
agnt has. been. mpl.d in all pam‘ns of the world, and the

mﬁ&@f transmission to the place of sale, which equally

“with the-costs of production, enter into the. value, may
 be assumed to bave been diminished. Nor is it so
.much. the cost of transmission of so portabla an acrtmle_-:_-z
“as gold which bas to be taken inte eonsideration. The
~ gorollary-of the prop osition.is applicable with faxgreater
- weight, and the diminished cost of transmission of the
supphes. ‘necessary for- the support of labourers em-
- ployed.imthemines, tends in'a greater degree todimin lish. -
- the necessany costs.. of produetmn., JAll; such im-:
~provements,, howwexr, including those of maoh -.-'._ery,{-,_,-_-‘-
“have been: enjoyed in. Australia and America, yet

- the results: these have- been; as just  stated, and

d&hese features: in: the questmm of the general pro-

sduetion  of gold. -eertainly afford a strong . m-f .
?f'-f-%:ff;.;:,5."@%1911 @f tha compamtl% sb&'ﬁmlty of its value; .

i

idilver, on: the eontrary, has not yet been expose a

~tovamy: such: fieedom: of competitipn. Its production
1s anpresent. well known. to be limited by the. supply
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cosbrof: quicksilver, and both. ‘metals ate the sub-
ts.ofsva _,:__;;;;.;;-_éj__'-Quopahea. Tts production. also has been.
kyio ;ff,ﬁ,jfi',‘."'f;crea,m,*‘ while large new sources of sup- -

.a;'-‘--}hﬁ@n recelimy ;f__;-seovered in Smth;,]
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America, and it is known to be present in California.
The newly-established relations of the United States
with China and Japan have opened out the communi-
cations betwcen the coasts of the opposite Continents,
and, this not merely as it were permissively, for an
active trade is steadily springing up, which will pub
the -powers of silver-producing countries to a test to
which they have not hitherto been subjected. It is
impossible not to feel that we know far less of {he
production of silver than we now do of that of gold,
that its price depends more on artificial causes, and
that it is therefore more exposed to fluctuations from un-’
suspected causes, than the metal the supply of which has
been so freely open to the competition of all the world.

§ 80. Whether either gold or silver will maintain
their presentpurchasing power foranylengthened period
of time is another matter. Neither history nor reason
warrant the hope that any permanent standard of value,
in this sense, could be secured by any means whatever.
We can only adopt that commodily which of all others
is least liable to sudden and capricious fuctuations.
The formor kind of unceriainly atiaches to both, and
as far as can be scen at present, cven more to the
latier than to the former, while for all the purposes of
a “‘ common measure,”’ gold 1s clearly the better of the
two. This much is certain : an arlificial complication,
of standards will only increase the difficulty of dealing
with any question which may arise from a fall in the
intrinsic value of the precious mctals. The considera-
tion that such an evont is not beyond the limits of
probability only affords another reason for establishing
our monetary system on the simplest possible basis.
Nor in this context must too much weight be given
to the fact that the production of gold has somewhat
fallen off since 1853, for, apart from the chances of
discoVeries in new quarters; the annual supplies are
cumulative. The great staff of life is produced and
consumed year by year, and most other necessaxies: so
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guickly perish by uso or natural decay, that the annual
production bears a very large proportion to the annual
waste ; by the mere force of association of idcas there
is a tendency to regard a decrease in annual production
as a sign of a decrease of slock. But the actual con-
sumption of gold must be measured in. a very diflerent
cycle ; the question rather is, how far the increase of
wealth in the world ‘will create a demand f(or its use, in
arts and manufactures, sufficicnt to prevent an undue
pressure on the currency? Looking at the actual
quantily, there can be no difficulty in finding uses for
it. The whole supply of 1858, the largest on record,
was about 42 millions sterling, which would weigh
about.820 tons, and be easily contained in a space of
81 feet cube. The dust of our iron works would out-
weigh all our gold ; so the event must very much turn
on the increase of surplus wealth and {he consequent
ability, in this sense, of the civilized world to iake this

expensive luxury into increased  consumption.”

§ 31, On all gencral grounds, therefore, gold is to
be preferred to silver, nor are there any circumstances
in. India which would reverse this opinion., Il pos-
sosses here all the qualities of silver in a higher
measure, and is open to no disadvantage which the
inferior metal does nol share in an cqual or greater
degrce. The substitution of the one for the other
18 an object worth some trouble and expense ; and
although. il may not be practicable in the present
state of Asia to sccure all the advantages which have
been. gained by others, it will be something to resiore
evérithe partial use of the higher metal to our currency.
Whéther wholly or only in part successful, an opera-
tion involving changes of such importance in the basis
of ourmonetary system, cannot be carried out without
some risks, the nature of which must be carefully con-
sidered, §0-that the prestige of the Siate may not be
involved in"thedanger of a failure which mighi arise
from causes far beyond its control.
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§ 82. To maintain a double standard means, in {he
{full sense of the words, nothing more nor less than
that the State shall undertake to preserve the relative
value of gold and silver at the same ratio, so
that either the one or the other may be used as a
measure of value in any transaction with. the Go-
vernment or between individuals. To secure this the
State mustnot only declare either gold or silver to be
a legal tender without limit, but would hawve to give or
take either the one or the other on the demand of any
individual. Thus, assuming the present value of gold:
to silver to be legally fixed as1 to 15, and that these
rates represent the relative value in the open market,
the two mctals would no doubt circulate side by side
without trouble or inconvenience, so long asthere was no
change in the proportionate value in the open markei
for bullion. But there i1s no security whatever for
this stability. Neither geologically nor economically,
nor in any other way, is the production of the one
metal connected with that of the other, nor are the
causes which govern the demand for either of them. in
any way identical. Thus we find in the 14th and
16th centuries the proportion ranging at about 1 fo 11 ;
in the 16th, ranging from 1 to 10 up to 12; and rising
till early in the 18th century, when gold was equal to
rather more than fiftecn times its weight in silver, which
is about the present range. As it has been, so it may
be ; and it is only a matter of probability, and by no
means of certainty, that flnctuations will not take place
in the same degree in future.

It is easy to see that perturbations far less than
these would be fatal to the maintenance of any
““ double standard.” Were silver to decline to 16 to 1 of
gold in the open market, any one who could collect
1,600 rupees or tolas could go to the Government Bank
or Mint and claim 100 tolas of coined gold, with
which™he could buy 1,600 tolas of silver, to be again,
taken to the Mint and exchanged for gold, and so on
indefinitely, omitting for-the present the consideration
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of seignorage, which will be discussed hereafter. Fluca
tuations arising from slight local or temporary causes
might no doubt be checked by these means, but at
great cost and risk to the Siate, which would constantly
have to keep on hand a large stock of otk gold and sil.
ver to meet the possible demands of the public fox
either, with the certainty that if any wreal and
permanent depreciation took place in either metal,
all the world would call upon the., Government to
fulfil its engagement to take either indiscriminately
at a certain fixed proportion, would tender the cheaper
and demand the dearer, until the resources subjected
to so unlimited a drain wete exhausted, or the attempt
to fulfil so impracticable an obligation abandoned.
But the necessary remedy would also place the
Government on the hornsof a cruel dilemma., Is it
to increase the weight of the silver, or decrease that
of the gold, unit of value? Creditors will nrge the
former; deobtors will insist upon the latter. Whether
the difference may arise from a fall in the value of
silver or a rise in that of gold, no one can possibly
say & priori, and an acrimonious discussion, embittered
and obscured by personal intercsts, would inevitably
add to the confusion and uncertainty, which is the
great object of all systems of currency to avoid.

§ 83. No obligations of this kind can be assumed by
the Btate, but it can, without exposing itself to any such
risks, undertake to coin in certain definite proportions
such gold and silver bullion as may be brought to it
for the purpose. In the countries just referred to a
gold coinage had for a long time legally existed,
though its use was practically in abeyance. It was
undervalued by the law, and consequently never
brought for coinage, for those who owned it could
get better proportionate value in the open market..
Even had it been issued from the Mint, being of
greater real than nominal value, gold coin would havo
been divested of a stamp which only served to depre-
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ciate it, and sold for its intrinsic worth. Tho first
ostensible movement was a demand, allogether (rom
external causes, for silver as bullion, until silver in its
turn held a higher relative value than that assigned
to it by law in the carly part of the century.

Thus ap to 1850 gold had hardly a place, except in
theory, in the currency of France, but shortly afier that
dato the comparative prices of the two metals began 1o
approximate to the rates legally fixed, and at last their
relative position was reversed. In these changed cir-
cumstances gold was of course brought to the Mint,
and, when coined, remained in circulation : no one
could do better with 1t. The Government of France
were thus cntirely spared the diffieult task of fixing
the relative value of gold fo silver: that had been
done already. If 20 francs and 1 napoleon have the
same ‘ purchasing power” In a country, whichever of
the two can be had cheapest in the world’s markets
will be used, and the dearer will go where the best
valuc can be obtained for it. Thisis o simple law of
universal application, though the extent of ils opera-
tion will depend on the difierence between the actual
and the real prices which represents the motive force
required 1o offect any change. Nothing dherefore
had to be done, bul to provide gold coin sufficiont to
supply the place of the silver which was withdrawn.
The silver currency took carc of itself : full weight
pieces were steadily exported ; light coins only were
left bchind. The Government afier issuing some of
a slightly inferior quality, finally by convention with
neighbouring States using the same standards—some
time contemplated, but not formally promulgated till
1866—avowedly reduced the quantity of pure silver
from 900 to 835 parts in the 1,000. The first was the
measure of value taken up previously by the gold coin-
age, while the latter represents, as a token currency,
the aliguot parts only of such standard coin.

The same broad features were presented by the
operation carried through in the United States, Silver
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was taken out by external demand, till the reserves
left in the country were almost entirely of gold. The
gold equivalent of a multiple of the silver dollar,
already fixed and well known, was then coined in
quantity and received readily by the country atlarge;
finally the formal wunification of the standard was
achieved in this case, by an Act passed 21st February
1853, reducing, not the finencss, but the weight,
of the old dollar unit from 412} 1o 384 gramns. So
complele was the abandonment of the old coin, that
half and smaller fractions only of the dollar were coined
in silver, at the proportionate weight thus fixed upon,
for a subsidiary token currcney.

These reduced rates give a nominal value to silver
of about bs. 5%d. in the Trench, and Hs. 8id. in the
United States coinage, per oz British standard. In
like manner the pound troy of standard silver in
England, now really worth about £34%, is not coined
into 61, butiinto 66 shillings: m other words, it is
issued at 6s. 6d. per oz* TUnless silver should reach
these rates the value of these tokens will not merely
be that of the cost of the bullion contained in them,
but that of the [ractional parts of t{ho gold standard
unit which they scrve 1o represend.

§ 84 Iow far {he change in the relative value of
gold to silver was caused by the depreciation of gold,
owing to the discoveries in Californin and Ausiralia,
and how far to the great demand for silver which
arose from. Asia, it is impossible to delermine wilth any
degrec of accuracy ; but of this much we may be
quite certain : Europe never would have sent so vast
an amount of silver away withoul value relurned in
exchange for 1t. The “ effective demand” for silver
for transmission 1o the Easl was cnormous, and was
the chief'cause why the great operations under dis-

gl
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* Tho proportionate values in the loken curroncy aro in the United
Kingdom 14-288 patts silvor, in France 14°381, and in the United Status
14-884 to 1 Gold ; vodiuwoed to ogual stendards for both metals,
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cusalon were cﬁecwd Wl h sueh eﬂ,se zsmd prompum
Ctude. g : - |
- Buch cha,n ges are oﬂm spoluen o[’ in acmm auch;
' terms a8 the.. cheaper metal = driving out” or:
e expellm g the dearer fro:m 1rculat10n, smcl the 111m-~-
“inaccuracy of the mode - of expression - ‘sometimes:
leads to a uorrespomdmg inacouracy of thought. No.
- such hypamrltmlsm is-intended as an: @b]ectmm to. ate
tributing active power to an inert substance—that may-
~“well pass. But a far more serious inversion: of thought
s involved. That which is referred to. as active is.
 neither active itself, nor is it acted upon.. It is exposed’
~to no influences of a new and exceptional kind at all,.
- but- simply remains where it was, and p@rfm*ms its:
~functions as before. In no sense at all pertinent to.
~the present question, can the cheaper be said to expel’
~ the dearer metal. The one said. to be axpell@d may
" be acted upon certmmly but; as in the casés under-
review, by causes altogether external to the oountry.
- and necessarily external to the currency itself. If the-
~value of a coin were fixed by the dictum of wuthorlty .
- at a rate under its intrinsic value in the general mar~.
ket of the world, and another deola,md to be higher
'~ than such value, the latter mlgh‘u in a very intelligible-
“ gense he said to drive out the former, but that would

be by‘ zm a,ct dlrcctly debasmg tllc St&l ldmrd 01‘ valua;#

§ 35 Thw dlstmc,tm:u is of 1mportam.ae,, bmame 11;-7
f-.touc]les on the very point of difference between. our:
- present. POSItIOIl in India and that of I‘m;n,ce and the
- United States. The currents settmg in the decade
~ between 1850 and 1860 were so0 very . strong and well
defined ;—for the deprecmtmn of . gold which they de-
~gired to retain, by increase of supply, and the appre-

"..-'-._-.=
Soah

ol _zﬁ.;tlon of silver which they desired to extrude, by
. Increase: _Qf demand from the Bast ;—that the task may
 almost be gaid to have been forced upon the respective -
- Governments ; indeed it is not very clear that either -

o fnrethoughi m: ;p owe:c of dem ign, were brought




Nc) sncn I)LMANT) L:t:m Lv m' mmm o4l

‘Kercwe-—-—-——a, rema,rk ncat made in dlspamgement of men
Who did well all that was to be done, but rather as a
 warning agmnst accepting these alaer&tlons as & pre«
 cedent to be taken without due wns:tdemtlon and
~ limitation in the present case. There is no reason
~whatever to expect that any external demand will -
 take away our silver, or even cause such an
outward flow as “Wonld relieve us from any excess
caused by its partial demonetization. Hurope is not
likely to want it back except ata deprecla,tlon ‘which
would entail a considerable reductlon in the present
gold equ1V&lent for. rupees in India. China might
still absorb silver to a vast.extent, espaclally if any
govemment were established ihefe which wouwld re-
- store peace and security to its industrious millions ; but
a8 long as the opium trade is maintained, the natural
eourse of trade must be entirely mgmnst any export of
“bullion from India to that country. As gold is intro-
duced and silver so. far superseded; the tendency will
be to depreciate the market valueof the latter, both
“in this country, and almost as divectly in the markets -
- from whence Asia draws its chief supplies. The effect
~of the increased demand for gold wounld probably be
hardly appreclable in the vast market of the world;
~but as far as it had any effect at all, it would be'_i
" to enhance the rate of gold above the ﬁxed eqmm-,}
~lent representmﬁ* the purehamng power” of the
- gtandard camstmg am the tlme t]:us pmp ortmn was
f";-jﬁ,determmed - S T S L

G § 36, Tt m1ght soom :aut ﬁrst s1g]1t thad; such a‘._
“-':'-'daprecmtmn would tend to bring forward buyers for
- export, but where would thay find sellera? Assmn 5
~ing again the proportion to be 16 to 1,-no one
“would - sell cheaper—that is, give more than 1 5‘_; -
- (say tal&&) of silver, while upon the spot he could get
1 tola of gold for them, which tola of gold maintained

its full v&lua in the world at large, where in fact it -
Woulcl command mo:r: th&n 15 tol&s s:.lver Evan



42 T CCCHBATERY METAT STAYS IN CIRCULATION,

though theowner of silver could not dirvectly demand an
exchange from the Mint, at all evenls his 16 paris
silver are by law the equivalent of 1 of gold, and locally
possess the same purchasing power, Any one import-
ing bullion would of course prefer silver as {the cheaper
in the general market, while any one exporting would
take gold, whicl there maintained the value common
to all countries. Thus a change would go on, nof
suddenly and violently perhaps, but not the less surely,
till all the gold had been withdrawn from circulation :
silver then losing its artifieial support would fall to its
natural price, and again serve the purposes of a com-
mon measure of value, for which it is fitted in a degree
second only to gold. The same result would arise with
gold should it become depreciated in hke manner.
The general law will work ils way, and whichever
metal proves to be the cheaper will remain, and the
dearer will be exported in spite of all artificial expe-
dients to the contrary, provided the difference be
sufficient to cover the cost or trouble which may be
required for the operation. In other words, after the
proportionate value of gold and silver is fixed in any
country by law, if silver {all as compared to gold in the
general market of the world, it will, by its local
and arlificial connection with gold, he valued higher
at home than abroad, and will consequently remadr 84
horme. TIf gold in its turn were to become less valti-
able in the general market, as compared with silver,
than the rate fixed by law, it would still in like man-
ner, within local limits, serve to buy the same amount
of silver and silver’s worth, and be retained ; while
silver possessing its purchasing power in the same
measure in all quarters, would be preferred for export.
It follows, therefore, thal in fixing the equivalents of
gold and silver for the purposes of currency, two oppo-
site dangers have to be avoided. If gold be assessed
too highly, and the new standard coin consequently
made too lighl in weight, it will not readily be re-
ceived into circulation ; if, on the other hand, it
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is taken too low and the coin made too beavy, though
it will no doubt be taken into circulation, il will not so
readily be brought lor coinage and will certainly be
sent out-ol 1he country in prelerence to silver whenever
the accidenty of trade require an escpért of bullion :—
especially, when bullion has to be brought into the
country, importers will not gire the large gold coin,
while its legal silver equivalent costs them loss In the
open market.

§ 87. l1tisspecially in this contest that {he whole
guestion of the effect of Seignorage charged on coinage
is of so much importance. The British Government
make no charge for coining, but return sovereigns,
weight for weight of slandard gold delivered at the
Mint, the {ractional part of an ounce conslifuling the
sovereign being cumbrously expresed by £8-17-104,
which, being resolved, simply means that 833 sove-
reigns equal one ounce troy : these figures originally
represented the market price of gold in a somewhat
irregular and uneertain standard, ostensibly based ou
gilver, when the gold standard was first adopted. Now
the nominal price ol gold paid withoul deduction in
the same gold, can only mean a certain [ractional

quantity. For 10 1bs. of standard eold tuken to the
Mint, 4067 sovercigns, weighing exactly 10 1hs., are re-
tuwrned., LI the so called “ price” were aliered the only
possible effeet could be that a greater or less numbor of
lighter or heavier pieces would make upthe same weight.
The Bank of England, 1t 1s true, give only 77s. 0d., but
.the difference of less than th (3s. 24d.) per £100, must
be held to represent the service rendered by the Bank
and the triflling amount of interest saved 1o the seller.
The Britsh unil of value is therefore the sovercign of

t48* of an ounce, or 123-274 graing, 22 carats fine, and
* L1, « o smm 210 penco 160
m— == e 07, == 123274 graing Thoy,
£3-17-10f per oz, =034} 623
a fraction which n@thor decimally, ner m grommes nor in graing can
be ezacily rendercd,
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2 carats alloy; and the coin being delivered [(ree of
charge, the same portion of bullion is praciically the
exact equivalont of the sovereign. O, as alloy is al-
ways eliminated as of mo value in calculations of
bullion, #8% of an. ounce, or 118:001 grains {roy, pure
gold is 1he more simple expression.

Against the weight of this precedent may {airly be
adduced that of some writers of authority. Itis not io
be denied that, as long as the peculiar ulility of the
coin, as coln, is mamtained, there is no reason why the
cost of making the sovereign should not enter
into the wvalue of it, just as much as the cost
of maising the gold ilself from the mine. On this
assumption, the one portion of labour is just as
necessary as the other, and it is [urther urged
that as the Mint only coins just so much gold as is
brought to it by the public, it is not likely that there
will be any excess in the quaniity issued; but in a
guestior of this kind we should seek the greatest secu-
rity attainable, leaving as litlle as possible al the risk
even of improbable eontingencies, and the more recent
course of events has certainly lessened the weight of
the arguments in favour of the imposition.

The experiences of the first hall of the century no
doubt pointed to the difliculty of relaining coin, aud
the traditionary ecaution lasted apparently after ihe
danger had not only ceased, bul was rather o be ap-
prehended from 1he opposite quarler. Merchants no
doubt, then as now, might see their advantage in an
operation requiring lhe export of a large quantity of
bullion, which then might more rcadily be ob-
tained in the slandard coin of the realm than
in any other form, but the greal accessions of
such metallic wealth since received mako it f(ar loss
likely thal inconveniences of this kind should again.
arise, -while the large amounts somelimes avail-
able, as 4 commodity in trade, make an oceasional local
excess the more probable, and it is certainly not un-

likely that the owner of this excess may find it to his
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own interest to turn his bullion at once into coin.,
He has clearly a right to do this, and far worse evils
would arise from. the imposilion of any arbifrary re-
strainis in this respect; for the very basis of its peculiar
value as “ money’’ is the universalily of its use as a
purchasing power. Bul a coinage thusmade in excess
of the requirements of the cuwrrency could not retain.
the value of any seignorage pul upon it, but would be
worth only its actual weight as bullion. That portion
of the value of coins which consists of a seignoragc is
subject to a risk different, both in kind and in degree,
from that to which bullion itself is subject. 'The
former is easual, local, and, within its lirif, violent ;
the latter depends on the widest range of average
which all {the markets of the civilized world aflord.

Great Britain, in giving the standard coinage {ree to
all applicants, secures for it the highest attainable sla-
bility ; it does all that can be done to avert or mitigate
the evils of temporary and casual fuctuations. The
State, in undexiaking this work at the public cost, does
not lay itself open to the eharge of incurring a ncedless
and useless expense, but exercises a wise and judicious
liberality befitting a great commercial nation.

§ 38. The depreciation of the currency is a subjcet
generally considered with special relerence only 1o that,
porlion of il which consists of paper, But the principles
involved are identical, whenever and in so far as the
value of any portion of the currcney depends upon
anything but that which, in the most gencral scnse,
may be deseribed as its inirinsic worth. A certain
value of currency in one form. or another is required,
which may be made up more or less by very worthless
tokens, as long as their aggregate nominal value ounly
makes up the amount thus required ; but, whatever their
intrinsic worth, only this aggregate value will remain
in circulation. An excessive issue can only beroelieved
by causes extermal to the currency itsclf : in other
words the exeess of tokens is not wanted in the cur-
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rency, it is of no use as money, and unless somo other
use can. be found for this excess, the whole value, whiceh
the currency derives [rom the special functions il hag
{0 perform, must be divided among the larger quantity
of tokens, and this depreeiation in value will obviously
be in the inverse ratio of the increase in quantity. The
suporlluity cannot be destroyed, for ¢very {oken not the
less relaing its reduced proportion ol “purchasing
power,” which no one owner more than any other can
be called upon to sacrifice. 'I'his depreeiation will, in
the first instance, aflect all tokens or representatives of
currency value alike, wholly respective ol (heir in-
trinsic worth, which comes into consideration only
when the question arises as Lo the use to which sueh
tokens can be putl beyond the local limils of {he cur-
rency circulation. The value of gold and silver espe-
cially does not depend on any mercly local canses, and
a very slight fall suffices 1o pay the cost of its irans-
port from the place wheve it is redundant : it will flow
out, relieving the market from a valueless over-supply,
and throwing the burden on the gencval markel where
other couniecracting causes arve probably at work to
preserve the general cquilibrivm. Ullimately, of
course, the same law will prevail throughout, and if
the enfire supply of gold or silver exeeeds the entire
demand, the result can only be a gencral depreciation
equally throughout the whole world : a change which
will notin any way impair {he efficiency of bhullion as
a common measure of value, but can only afleetl the
comparison. of prices at. comparatively remote periods.
1L, however, there 18 a seignorage on coin, this also
must be sacrificed, for coinage confers only a local and
not a general value; and 1ill the depreciation reaches
the proportion in which this charge is exacted, no eoin
will be sent away. Relief is at last attained,
but the curroncy, pro lanio, has suflered depreciation.
1t 18 not quite exact to refer 1o the difference as one
ol “infrinsic” value. The whole cost of a coinds as
intringic in the coined, as the whole cost of bulion
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is intrinsic in the uncoined, metal, It is rather that
the value of the former depends on considerations fax
less general than that of the latter. For to carry the
argument & step further: il we suppose & com com-
mon to all the world, ils value would still depend, 1 just
the same manncr, on the requircrmuents ol the same
wide circle for this spocial fovin of “moncy.” If it
were supplied in excess, and that excess had to be
diverted to use in the arts or manulactures, the cost of
coinage would equally be lost; coin, as coin, is fitted
only lor uses more special and limited than those to
which bullion can be applied.

As far as a currency consists of tokens, having in this
way an independent and general value, the Limits of its
lIocal depreciation are soon reached; but there isno-
thing to check the over-issue ol inconvertable paper,
and no limit can be set {o ils depreciation in {ull pro-
portion to the cxcess ol its issue. Where no gross
abuses prevail, and the currency 1s generally sound, a
comparatively small quantity ol coin exported may
suffice 10 arrest & declime, for the amount required {o
carry on lhe traffic, especially of a highly civilized
country, is very small corapared with the aggregate of
its transactions ; and should coin become scarce and
the want for it be only sapplied on the same {erms of
seignorage as before, the (ormer standard might be
restored, but the doubled evils of a temporary {luctua-
tion wounld have been incurred. "

§ 39, Letustrace morecloselythe wayin whichsuch
a depreciation of money and enhancement of prices is
brought about. Say that 10,000 picees are required in
a community as the average quantily which one man
with another will keep about him. The permanence of
such general averages is a fact well known to modern
sclence ; there 18 no new or inscruiable principle at
work in them ; such stalistics only bring home 1o us
in a new and striking manner the rational conclusion,
that without sonie new cause no new results can be



AS TIOW AN APPARENT RISE IS BROUGILT ABOUT.

produced. As long as the society supposed remains
without any marked change aflecling ils arrangements
for buying and selling, {his average will remain jusi
as constant as the quantity of corn they will require.
If one member sells to another, the money common to
both merely passes out of one hand and into another ;
but if any one sell, let us say, a picce of land, and gets
paid for it m bullion drawn (rom some exterior source
altogether, which he is able to coin into 1,000 new
pieces and pass them into ecirculation as currency,
what is the cffect; 7 There is no reason. to suppose that
the new possessor of the land has any more need to
keep more tangible money aboul him {han the former
owner. The seller evidently does not want the bullion,
or he might have employed il for ornament or hoarded
it, but in fact he re-sells it by paying away the coins
in his ordinary dealings. But nothing has been done
by which the average amount of pieces required for
use is increased, while 11,000 instead 10,000 are in
circulation : as far as they come into the hands of men
who are just paymng their way along from day io day
or from week to week, they are not likely to remain
long. A poor man’s “investments’ are pressed upon
him only too closely ; food and clothes and other urgent
wants take all his “ money,” bul the richer people,
who have an oplion in their investments, will find this
1,000 pieces among them. That thore was this amouni,
and probably far more than this amount, of surplus
weallh in the community, is inferred from the mere
fact that these notes could be taken into eirculation at
all ; but once in, they are constantly a surplus balance
in. one or in many hands. A. has them : he does
not want to let his resources lie idle, and looks
about for something which he can turn 1o usc by
trade or industry, or take for his own enjoymoent. B.
18 tempted to sell: not that he wishes particularly
to get rid of his property, whatever it may be; but A.
offers a good price. A. gets rid of his unproductive

pleces, but a first step is made to higher prices. B.
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very likely will have to make another; at all events,
unless he can export the surplus pieces altogether,
they will constanily turn up again and again as a
surplus secking employment, till from this impelus
given to the urgency of buycrs, prices generally are
apparently [orced up : every one pays more for what
he has o buy, but gels more for what he has (o sell.
Those who have debls of old standing 1o receive in
money find prices apparently high, and that {they areat
a comparative disadvaniage in reinvesting theirreceipts.
The chief risk socially is thal wages are often so much
governed by custom and precedent, that they do not
vise in like proportion ; sothat, while the labourer has
to work as much as before, he gets less for his wages.
There is a disturbing element in the distribution of
wealth, and the weak and ignorant are apt o go 1o the
wall. Apart from ihese cases, every one would simply
get the same as before, but paying more money for it
in the proportion of 11,000 to 10,000; and the value
of money, as currency, is to that extent depreciated.
Simple people only see the ostensible change-—¢ that
everylhing is dearer than it used to be.” If the money
of such a people were composed of some substance of
small cost, and held by their neighbours in light esti-
mation, there would be no limit to the fabrication of
“moncy” by those who could gel it into circulation,
and who would thus levy a fax {o an indefinite extent
on the whole communily: those who took ihe
“money”’ being templed by prices apparently con-
stantly on the rise. As long as the general rise in
prices has rofercnce only to a local and artificial stand-
ard, external trade would not be in any way aflecled ;
for foreigners would sce that if they got a higher
price for what they sold, they had to pay in the same
proportion for that which they had to buy in exchange.
But if the local “money” had any general value at
all, as soon ag the price fell, as compared with other
commodities, 80 as to make 1t a subject of interchange
between the respective countries, a new molive power

G
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would De iniroduced into {rade. Those holding
“money’’ at home would be stimulated by rising
prices there, to find an investment abroad ; while
foreigners would find that they could increase {ieir
exports, asthis money, availableto them as anew com-
modity, would provide a ready means of taking the
value they required in rotum.

Temporary fluctvations are the evil most to be
guarded against : the depreciation of the common
measure of value is injurious to all sellexs, but the re-
turn to the original standard causes just as much
hardship to all buyers who may have entered upon
their transactions during the period of depression : the
two wrongs in. no way tending lo right each other. So
much is this the case, that it 18 very doubtful whether
a2 return to an ideal standard, once lost, does not entail
more injustice than it remedies, and any change from
a well-established stalus i quwo is to be deprecated
unless a higher order of stability can be secured there-
by. Thus the resumption of specie payments in Eng-
land. in 1810, masmuch as it secured a belter and more
exact common measure of value, was highly beneficial ;
while the return fo a standard which had practically
become obsolele entailed a vast amount of hardship
and injustice. Bul the twomeasure were not necessarily
identical; the standard aclually cxisting wight have
been [airly assessed and arbitrated, and a fixed expres-
sion found for it in gold, by which all current obliga-
tions would have been carried on, with the risk of any
new and further fluctnations reduced to & minimum.*

* The present asse in tho United States is analogous, though tho
changes have been so comparatively recenti that the standard of value
has not become so complelely obseleta. Still, the resumption of spocio
ﬁ&ymentﬁ need by no moens dopend on the return to a standard which

s been. cdlearly abandoned, and it is surely competent to the Legislature
to discuss and. to decide what definile finction of the gold dollar fairly
represents obligations expressed in the existing ocurrency., Creditors
may urge that they have given more on the faith of an implied oblign-
tion that the standaid would nltimately he restored ; on the other hand,
they will be saved the risk of fwither depreciation, and the argument
may have some, but not very much, weight in the arbitration, In a
vast rhajority of dages the chance of tho restoration of the standard, if
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The debasement of the standard was an evil, i 1s
true, but il was partially disguised only, not remedied,
by the restoration. Belter by far lot such evils stand
oul clearly: posterity will judge how far the neces-
sitics of the casc warranied 1he resorl 1o such an

expedient.

§ 40. Beyond the direcl evils arising from an over-
issue of currency, there appear to be other dangers of an
even graver description which deserve a passing no-
tice. An excessive circulation, as shown by the Bank
of England returns, has for long been recognised in
monetary circles as a symptom of coming danger.
Sometimes, when the redundancy appears after a period
of exceplional depression and has arisen from the check
thus imposed on genuine cnterprise, the surplus dis-
appears without any disturbance to credil, but [requent-
ly it has proved the forérunner of collapse and disaster
to an oxtent for which the mere figures cannot directly
account. Tho excess is at the outside some 8 or 10
millions sterling—the amount of an ordinary day’s
transactlions passed through the London bankers’ alone,
without taking any account of all the other industry
of the country, It bears no very alarming proportion
bo the annual income of the country, which Mr. Dudley
Baxter estimates at 814 millions, or to the aggregate
imports and exports of the country, which are about
400 millions, or even to the aggregate of the currency
itself, which Mr. S. Jevons has lately assessed at 135
millions, including country and Bank of England notes.

This excess, naturally accumulating in the central

bank, seems to be that of a “purchasing power” in

o T )
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it have weight at all, is merely a pernicious clemant of gambling and,
uynocortainty In all transactions. Dobis specially payable in gold must,
of comrse, be paid on the old standard, and {here may be other cases
whioh have & valid elaim to special consideration : axiﬂtmiaurmncy debts
at g0 m&n&ﬁams of the dollar, New oblhigaiions would nsiurally be
oxpressed in full gtandard coin ; and prices, with soma litile temporary
inconvenionce, would be readjusted to it. A subsidiary coinage of small
pieces representing fractions common to the currency and gold standard
would tend very mnch to mitipate the difficulties in retal transactions.
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'- the spaeml iorm 1:0 Whmh refercnce ]ms be@n &lromdy
 made. - From one point of view it may be regarded as
“an access of wealth in excess of the mtelhgent power
of employmg it in any. productive undertmkmgq. In
its existing form it is constantly remmmg on the hands
of the issuers ; if it were held by individuals, the neces-
-;'-_-"_'-_s1ty of seelung some employment for the money as-bul-
 lion, and not merely endeavouring to pass an excessive

quantity of it from hand to hand as’ CUFrency, ‘would
- probably be more apparent. But its identity is lost in
. the vast common fund, and it merely serves to swell
- unduly the amount of ¢ money” seeking merely
~temporary investment. If a man in England wants
~to sell silver, he knows he must find a purchaser who
~ buys, either to employ it in some way or keep it until
~he can find employment for it specially; but though
~the quantity of gold coin in excess of the reqmmmentb
“of the circulation can only be utilized by treating it as
‘a commodity, any individual owner can avail himself

of the special form in which his purchasing power:
is, or'may be, held,to part with it without restrietion ;.

“the. dlﬂ'iculty thusis shifted from hand to hand, butit is

*-no one's business to apply the real remedy for the evil.

~If those who are charged with the task of [’mdmg
'_employmont for the a,ggrwa{cr floating - balances of
capital were carcful to keep to a sound general rule of
.j-_1em,hng to those persons and those proyects whi ch were
on their merits suitable obj ects lor investment, com-
| pfmt,twely little evil w011Id arise ; but over and over
“again the temptation ~of ‘this eonstmﬂy recurring
-’?;f'-;bala,uce hag: been too much. for some of their number.

This ¢ money” is generally deposited * at call,” or to
 be: mthdmwn on short notice, and of cour&c ean he
- lent (mly for short terms by the banker or diseount
 brokers receiving it : there is thus an excessive desire
~ to get interest for the use of money for short pemods,
;w1thc}ut ;’e_ 1e:nder bemg commltted n any way to. the
reqmrementa of any undertaking ; and the new and
ct, phase Qf the ewl beg;ms when money Is - lent ~
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B .-._nlot on any I‘G"be]’L‘lb].C‘ oouwcmon of the 1'*0::»] t-d &blhty{f

~ of the borrower, but merely in the hope that he will
last, in the casy state of the money market, long cmough.- "

- to repay thetemporary advance made. - The experiences

~ of all commercial panics, and most especially that
through which we have lately passed, {show the same
feature of large undertakings of groa,tor or Jess Pldfllﬁlﬂ

bility, but requiring generally a considerable period
for their execution, commenced on money borrowed
~only for short periods. Three months’ bills” are the
‘means by which the most | gigantic bubbles are floated.
No one 18 responsible for - the capital reqmred 10
carry the scheme through to its “conclusion.  The
reason. 18, that the fictitious appearance of wealth has
~ given rise to the c::lt—ropezuted delusion. that there is
- nothing on which enterprise can more securely I'elyg
than on the aggregate balances of the mnational
: (;aplml seeking mvo&tment To a cert&m extent this
~is perfectly true; there are. always large amounts of
- purchasing powerready for employment,and the transfer
of the ownership of this purchasing power is made
with no disturbance whatever to the currency. But
~ {he :spemal form. in which the excessof Currency exists
constantly forces on the holders a desire to invest,
~while there is in: rmhty no use for that which he owns
in this country. It is not wanted for circulation ;
- practically speaking it can only be utilized by exportm R
~ing if, and if monetary affairs were con ducted with due
rudmce and discretion it would: sunply remain. Verye_z'ﬁf
a,rmlessaly in stock untll wanted for that purpose..
'f-‘-."._.The excess of currency held by the bank should be.
* clearly recognised not only as money held “at call,”
_ but at a call which can only be ma,de by a forelgn
- demand, which can find a real use for our ‘surplus as.
'jbulhou, zm.cl thus relieve our currency of its excess.
~The numerous reckless schemes which get aﬂo&t-;,
_'unde.r the exgitement of a wealth supposed to be. inexs
* haustible, merely because the symbols of it are in
- excess of the uses to which that form of wealth can, -
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for the time boing, be appropriated at home or abroad,
keop up a ficlilious demand [or money—or rather =
very real demand for money to be squandered on ill-
advised, or al the best ill-supported, projects. A very
general cnhancement of pricesdakes place; lorcigners
are willing enough to sell, hut do nol carec to buy,
commodities at rates so enhanced. These circum-
stances are *likely to precipilate a forcign demand {or
bullion, but, from whatever cause it may arise, the
opportunity afforded of getting rid of the uscless ex-
cess of our currency brings about, not relief, but a col-
lapse or panic ; because, speaking in gencral terms, o
real use has heen found for “wmoney” -which before
was vainly seeking to be included in the gencral circula-
tion. It ig then apparent that over and over again this
money has been availed of in exchange for promises {o
pay, which all concerned must have known perfectly
well could only be fulfilled by finding some other
temporary lender who would take his turn of the
chance of ‘““easy times” lasting out his advance.
The projectors of multitudes of such schemes borrow
for short terms only, but never even attempt to associate
themselves with those who have capital which they
desire to lend for any period adequate to carry out the
alleged design. The bad eflects of this cvil cxlend [ar
beyond the circles in whieh it originates, but in no
case has there been the slightest symptom of any
scarcity of actual “moncy” in the senso of currency
to carry on the trade of the country. At the hotltom
of all we find simply the vain attempt 1o employ a
surplus of currency to do work for which, as a surplus,
it 18 not In any way qualified. The symptoms and re-
sults arc too well known. In what degree the presence
of such an exceéss of currency contributes to results sc
lamentable Ilcave to those more expericnced in tha
financial world to judge; but there can be no doubt
that the excess of unemployed wealth in this special
form is fraught with a peculiar danger. The apparent
ige in prices discourages practical enterprise, whick
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counts the cost of ils underiakings, and rigorously
estimates the probabilities of a reasonable rolurn ;
while the more reckloss and ignorant clasg of specula-
tors, and others who confound general high prices
with prosperily, gain the more ready credence for their
predictions from men who find a real dificulty
in gelting cmployment lor thowr “ money,” 1ho nature
of which they do not rightly understand.

§ 41. In England there is no further cosl or diffi-
culty in getting rid of such a surplus than is neces-
sarily involved in the change required to turn the
course of the stream : gold coin is cxported without
let or hindrance as soon as any use can be found for
it, which will repay the merc cost of transport; bul it
is a grave question how far some of these evils might
nol be prolonged and aggravated if the required export,
of coin were further impeded by a high seignorage.
Nor can il be urged that this charge will prevent ex-
cessive coinage, cspecially under the circumstances
supposcd. A, man hoarding may perhaps prefor one
hundred pounds of bullion to any lesser weight ol coin,
but any one sceking to employ his weallh will very soon
(nd that coin has—at tho first, at all cvents—the same
purchasing power as the bullion required to mako if.

What may be termed the moral dangors are as-
suredly oven more likely to arvise in India {han in
England, fov {he spirit of practical cnterprise is far
weaker and not by any means so well mflormed, while
‘g preponderance is shown of the special skill and
subtlety required merely for the skilful manipulation.
of money——for the game of gelfing the largest possible
share of gain, as distinet [rom the work of making
new money’s worth by the wunion of knowledge,
capital, and labour; and there can be no doubt that
this art of skilful money-gelting will transfexr very large
gains 1o those who have never either directly or in-
directly contribuled in any, way to the increase of
wealth ; extreme Auctuations and derangements of
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the currency arve to them very much what deflecty
in the coinage itscll are to a lower kind of operators,
who, in their degrec, take advantiage of their betler
knowledge of the ¢ common measure” of value 1o
drive unequal bargains wilh the ignoranit and unwary.

Nor must the large sums ol hoarded wealth. be for-
gotten in the consideration of the question. We may
mdeed hope that the growth of that infelligence and
enterprise which will supersede the stupid desire of
accumulation evinced by burying coin or bullion in
the ground, may bring with il an activily so well
diffused {hroughout the country thal a very large in-
crease will berequired in the quantity of coin required
for currency. But il is uscloss to shul our cyes 1o the
fact that although no danger 1s at prosent apparent,
there are, in such hoards, elements of disturbance which
may sooner or laler put our monetary sysicm. to severe
trials, which the imposition of any excessive seignoragc
would tend greally to aggravate. I{ such hoards
should ever be thrown too suddenly into circulation,
"the purchasing power of our standard would certainly
be reduced to the extent of the seignorage, and during
the process of reduction we should be peculiarly liable
to that class of evils which so often attend an * infla-

tion”” of the currency.

§ 42. Thereyet remains the practical consideration
of what should be the standard gold coin introduced
into the Indian currency? It isidle to excepl the
favouring tides which made not only the introduciion
of gold, but its full establishment as a standard, an
eany task in France and the United States; but there
are some conditions of our {rade and the monetary
conditions of the country which afford good grounds
to hope thal some progress at least may be speedily
made towards the end desired. We are not, at all
events, in a period of dead stagnation ; large quantities
of bullion are brought to us by the course of foreign
trade, and hitherto there has not been the slightest
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sign of any unhealthy accumulation. The demand for
bullion. of both kinds is apparently insaliable. The
reports of the Commitiee before referred {o conlain
most coneclusive mass of evidence that the use and
value of gold is perfectly well recognised throughout
the country; the quantily {aken is very large, coming
both from China, the provinces to the norith of the
empire, and also [rom England ; and there can be no
doubt that the mere monetlization of gold would give
an exactitude to ils value, and fit 1t in a very much
higher degrec for the purposes of remittance [rom
England. The strongest proof that gold would be
recelved eagorly into the circulation iy the fact that
gold bars are aclually nsed as currency to a consider-
able extent, though asihey are not a legal iender their
value [rom day to day 1s cnfively a matier of oplional

agrecment.

§ 43. The dehnite task of {lhe Government is to
determine in what proportion to each other coins of
cold or silver are 10 be valued, so that a legal tender
may be mado in either or both of them, though the
State itsell cannot undertake to exchange gold for silver,
or silver [or gold. Ti{ can turn into coin, of definite
weight, form, and (ineness, any bullion that is brought,
to il fox the purpose, but it cannol prevent the practi-
cal rejection by the public of either one or the other
a8 “ money;” for, even should the law reluse 1o re-
cogniso the validily of a stipulation to pay in one coin
rather than another, when both are equally a *¢ legal
tender,” the result wonld only be, cither direct cvasion,
or Lhe substifution of bullion for coin in the letier of
all agreomenis mado with reference {o the wvalue of
one metal and nol of the other. Nor in carrying
out the work contemplated, can the Mint refuse to coin
any quantity of either which may be brought to it.
In countries where a gold standard has been established
and silver forms a subsidiary token currency only, the
Government is left to restrict that portion of the coinage

1}



iYe PILE ¢ COST OF A COIN ITS TRUW VALUTL,

at its discrelion ; butl silver is then a logal tender only
to a very limited amouni. Butas the standard cannot,
be suddenly altered, the first step must be to introduce
cold 1o a full equality with silver, and the aim is to do
s0 on such terms that it may be recognised, in the de-
finite proporiions fixed, as the true equivalent of the
old silver standard.

§ 44, In all calculations of a gencral measure
of value the quantity of bullion required to make
the coin must be taken—notl that of the coin
itself, which. has been reduced by the deduction
of seignorage. The coin, and the necessary cost of the
coin, must be, as arule, equivalents ; and the tables of
Cambists, which ignore this element of value, cannot
be taken as a guide for any comparisons of international
standards. The original issue, as a matter of {act, is, and
must be, made of coins at their cost. When a seignorage,
giving merely local value, is charged, coin, no doubt,
is inherently liable 1o a certain depreciation from such
local causes as have becen referred to. But the cost of
the coin governs its value ahsolutely as long as it is
requited, and by no other meons, except an over-issue,
can this value be -destroyed. A comparison of the
mere weight of coins, without taking into account the
cost of making them, is altogether delusive and fal-
lacious, especially when the question relates to infro-
ducing new or adding in any way to our existing stock
of coin. It1is only when an excess has to be got rid
of that the seignorage must be struck out of the esti-
mate. The higher valie is just as certain and as
real in the former case, as is the lower in the latier, and
calculations must be made in accordance with the stale
of facts actually existing. ,r

In the present instance there is no doubt that we have
to consider the cost and normal value of coins, and il,
18 to the correct adjustment of the equivalents of cosi,
and not to any supposed power of seignorage to alter at
will the proportional values of the two precious
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metals, that we must look for carrying oul the desired
changes in the Indian currency. The charge may per-
haps serve some uses during the time while the Go-
vernment has 1o balance iwo elements so radically
indepcndent as gold and |silver in. one system. of cur-
rency, and that a charge f[or scignorage should delray
the cost of the Mint can hardly be a fair subject of
complaint. Yet mnovertheless a standard cannot be
said 1o possess the greatest attainable perfection as
long as such an uncertain. and local element of value
enfers into its composition.

§ 46. The present standard of our monetary system,
which must be our base and starting-poini, is already
fixed : the rupce is our unit of * purchasing power,”
and the object desired is 1o introduce a new and hetter
mode of expressing this power ; but justice requires
that nothing shall be done arbitrarily to change this
“ quantily” which enters into the terms of all mone-
tary transaclions whatever. The rupee we familiarly
handle is an exact unit in Indian weight, viz., the tola
of 180 grains. It is a very good thing to have the
standard coin identical with a weight well known by
the people ; it is convenienl in many ways, and dimi-
nishes the risk of frauds on the ignorant. But inany
question of value we have 1o leave this simplo unit
at the oulset. The equivalent of the value of the rupee®
in bullion is grains 183861, and we must look t{o this
for all comparisons between the value of gold and
gilver bullion. The Indian standard for silver is lower
by about % per cent. than the British—the former
being 220, and the laiter 222 dwts. fine, in the pound of

* Weight of stamdard bullion 'réquired ... 188861 grains.
Seignorngo £ percent ... ......... 3677
Milling &o., 1 permille .. ........ . ‘184
—— 3861,
Woeight of 1lwe rupee issned .............. . 180 )

The value of the bullion required to make a rupoe, at 8s. 1d. per oz.
British standard, is a little over 1s. 115d. (L%, and the silver in the
rupoe itgolf, 18, 10§d. (£%,4%°). A comparison with the weight of any
Loken coing, the wvalue ol which does not depend on the bullion they
eontain, wonld of course ba futile.
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240 dwte. Eliminating the alloy, which is accounied
of no value, we have 1685630 grams troy of pure
silver as our true unit of value. If diflerent rates of
seignorage and different degrees of fineness onter into
any calculations, by far the simplest method is to
adjust the true equivalents first in pure metal, which
alonc constitutes the wvalue, afterwards making the
corrections for alloy or seignorage, which affect only the
welght of the coins themselves; but of course wheve
the rates of seignorage and finencss are equal, the com-
parisons can be directly made.

§ 46, Tiven were it desirable toalter the composition
of the rupee, il would be impossible to adopl any mea-
sure for doing so which 1s not open lo some grave
objection. 1f the weight of the coin were raised in
order to dimish the seignorage, we should not change
the value, but only lessen the margin for possible de-
preciation in case of over-issuc; but if two coins of
different weights and the same nominal value are in
circulation together, the heavier are very likely {0 disap-
pear. If the scignorage were lessened, making the coin
the same weight as before, 1t would only decrease the
prospective depreciation by at once forestalling a part,
of it : rupces would cost loss, and be worth less.  But,
there 1s no present reason for making any change in
the rupee at all. Il is a coin well known, and well
suited to the wants of the people ; hitherto the integrity
of its value has been preserved iniact, and 1{ the ope-
ration for adequately supplementing it with a gold
coinage he judiciously carvied ouf, it no doubtl will
so continue, until eventually it may be merged in the
more perfect standavd.

§ 47. The inguiry thus divides itscll into two dig-
timet parts : First, what should be adoptled as {he equi-
valent in gold to our cxisting silver rupee; and second,
what should be the fincness and seignorage of the new
gold coin proposed. On neither of these special points
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have we much direcl evidence, and before coming to
to final decisions it would be highly desirable to have
them tested by full discussion and inquiry among those
best qualified to form a practical opinion on such

matters.

§ 48. The present price ol silver in Tngland is about
5s. 1d. per ounce : the price so slated has ol course
no reference to silver, but expresses an aliquot, part——
61/240ths—ol i1he standard gold sovereign. Allowing
for the difference between English and Indian standard
and taking gold at 77s. 10id. per British standard oz.,*
this would give an equivalent of 1546 silver to 1 gold.
But it is open to very grave doubi whether the pre-
sent rate of silver in England {ruly represents the faiv
and natural proportion between the two metals.  Al-
though 1t has within the last twenty years often ranged
higher than this rate, yel beloro 1850 {he price was
almost always under bs. and sometimes as low as 4s. 11d.
per oz. British standard.} The question thus arises -
How far is the more recent enhancement to be ascribed
to the fact that gold was cxcluded from the Indian
currency, and on that account artificially and unduly
depreciated as compared with the more favoured
metal P Of the long conlinued activily of the demand
trom Asgia for bullion, there can be no doubt. The
demands of trade, morcover, were unusually pressing
and urgent. The ono object was 1o gel money, avail-
able for immediate use, laid down in India in large
amounts, and with the greatest possible quickness and
certainty. This urgency often puis out exact theore-
tical calculations, but such Auctuations are of no per-
manent significance, and there is nothing recondite
about the matter. Any one might give 5 sovercigns
for the immediate use of 100 required for some cause

* The Bank of Hngland must buy at 77/9 per c}r;n, but is undat
1o obligation to sell at that raie, Quotaiions of fine gold often run up
%o, and even a little over, 77s. 103d. per oz. standard.

v Appondix D,
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so sudden and urgent that he had no time to get thens
in the ordinary way. In this case the natlure of the
premium is exactly secn, but when silver, the value of
which in Tngland is not exactly defined, 1s so required,
the bonus given is added 1o {he price and cannot ho
so preciscly identified. Yot there ean be uno doubt
that the more exireme quotations ol silver of late years
have been in some degree owing mcerely to this urgency
of demand. The fact that silver could, and gold could
not, be coined in the Indian Minls assuredly inverted
the order in which preference, for these reasons, would
naturally have been given :—indeed, whenever the
Mint proved unable to supply with ordinary prompli-
tude, the extraordinary calls made on il for rupees, an
appreciable stimulus was given to the tmport of gold.
Looking at the question from another point of view
there can be no doubt that the price of silver in the
home markets could not be maintained in the [ace of
a diminished demand from India, and that the de-
mand for it must inevitably be reduced if gold be
equally available for remittance, is equally certain.
Primd facie the objecl 1s to carry on our slandard
without inlerruption, and alter the lapse of necarly
twenty ycars it 1s mot suflicient to say that at the
time the rupee was fixed as the Indian standard, silver
was worth under bBs. per oz.; bul if it further appear
that tho apparent rise in silver is owing to the arlilicial
exclusion of gold [rom purposes for which it is pre-emi-
nently suited, 1t i8 o perfectly fair inference thal gold,
restored to iis matural position, will simply regain a
value of which it has only texporarily been deprived.
Some weight certainly is due 1o this consideration : and
1 do not think that any risk of arbitrarily debasing the
standard will be incurred by taking the price of silver
at bs., or a quarter of the English sovercign, as tho
basis on which to caleulato our equivalentis. My doubt
is rather whether this rate will not ultimatcly prove o
be too high. The practical form of the question for
Bankers is this : assuming demand fov India relaxed
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by so permanent a cause, what will be the future
price of bar silver in the markets of supply ¢

§ 49. The English comparative prices, which, with
very slight corrections represent thosc of all Europe,
are taken as those of {he great common centre of
commerce, in which both metals ecirculate -wilh
the utmost {reedoin, and by and to which tbe prices
of the world will most cecrtainly be adjusted. The
sovereign is identically the same in Ingland and
in Australia though as a seignorage of 3d. per
oz. is charged for the latter coinage, the bullion
equivalent will be higher by ‘3959 of a grain, and
the proportionate value of silver as expressed in
British standard nearly 2/5ths of a penny lower. but for
reasons given hereaflter I do not think these reduced
rates will govern the value of gold. 1f 1t be argued
that as silver has been demonetized in Ilurope if is
under a disadvantage in Europe corresponding to that
under which gold labours in India, the reply is, that
silver could not efliciently do the work of gold in the
currencies of Iiurope. The subsidiary silver currcencies
in Burope do all the work for which silver is naturally
best, adapted, and it cannot be held 1o be depreciated
by awny operation of law which hinders its application
to uses to which it would otherwise be applied.

Practically speaking,in. order not only 1o introdute a
gold coinage but to put it on such a footing as 1o aflord
i{, & [air chance of being retained in the currency,
equivalents must be fixed on bases which make some
allowance for the fall in the comparative value of
silver which, in all reasonable probability, will follow
the free admission of gold into the monetary system
of this country. Should il be considered, notwilh-
standimg the argument to the contrary, that this
ivolves some risk of debasing the standard, I would
still say ;—If il be agreed that gold is preferable to
silver as a standard, of which there is liltle doubt : if

also the stability of the standaxd is increased by the re-
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duced rate of seignorage required on gold : 1 further
it appears necessary, In order to secure these advan.
tages, 1o incur some possible risk of dimimishing the
standard of our value to a very trifling extent : still
there need be no hesitation in accepting {his {rilling
and doubtful risk in order 1o secure so preponderating
an advantage. Butl it is nol a case, in [acl, where one
man’s gain must be another’s logs, bul a new value 18
created by betler availing of the ulility of omne ol our
resources, namecly gold. The compensation, ihough
not equally shared by all, is more than ample for all,
and involves loss to none, cven in theory, when all
theoretical considerations are [ully siated. And above
all, as far as can be forescen, there is less risk of any
serious depreciation in the gold standard mmfroducad
than in that of silver which it is mtended to supersede.

§ 50. These arguments arc more strongly urged,
because there will be far more temptation o make
the weight of our gold equivalent too great than too
small: for present conditions, however uncertain, are apt
to weigh more than any prospective estimade, however
well founded : il will be casier to gel the Tugher weight,
coins taken al once into circulation, while the dangoer
of their flowing outl again with corresponding rapidily
whenever this country exports bullion, is morve remote.
Not that is destrable to relain coin by artilieial re-
strictions : on the conirary, the [ree export as woll as
imyport of gold is especially to be desired. The object,
18 that Ooll metlals should relain their value as elosely
as possible with relerence 1o the rates ruling in ihe
general market of the world at large, and t{hat ihe
fair value of meither should be influenced by a con-
nection, merely local and adventitious, wilh the other.

§ B1. On the basis of 5s. per oz. British standard,
the equivalent given is 157165 parls silver 1o 1 gold ;
or for the bullion value,of the rupee (188:861 grains)
11-6985 grams gold of the same standard ; the com
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parative weights, pure, being 168:539% and 10-7236
grains respectively. From which figures the charge
{for seignorage must be deducted, and the difference for
standard added to give the weight of the com. This
would give very nearly 117 grains Troy British stan-
dard gold for the bullion equivalent of the 10 Rupee
coin, from which weight the seignorage must be de-
ducted before the coin isissued. The HEnglish sovereign,
on which there is no seignorage, would be worlh
Rs. 10-8-7, and the tola of gold Rs. 15-6-2 standard,
or Rs. 16-12-6 pure. These ratcs, though of course
higher than those quoted of late years in the market,
are not without precedent, and there could, I appre-
hend, be no reasonable doubt of their ready acceptance,
if Government were to. take the step of declaring gold
in this proportion a legal tender. The question rather
is whether a further deduction of, say 1 graint i {he
weight of the gold coin would not be a practicable,
as it certainly would be a safer measure, giving a
weight of 116 grains Troy ; an equivalent as belween
{he two melals of 15°85 to 1; and representing a price
for silver of 4s. 11-496d. per oz. British standard.
This rate would give Rs. 10-10 for the sovereign, and
Rs. 15-8-3 and Rs. 16-14-10 per tola for standard
and pure gold respoctively.,

§ 52. It may be interesting to show the equiva-
lents under which the change from a gold to a silver
standard was effected in France and the United Stlates.

The old French standard silver coin was the b franc

T . i e Al = T e rel

* Say for the Rupee . .«. 188 539 grains, pure, in bullion.

Rergnorape 2 pet cent 8 371 .

Mintage 1 per mille . 168 —— 3 530
e 165 graing, pure, in the 1upse.
Add 1/11 {ox alloy 15

. 180  grains standaid m the rupee.

t The value of a grain of Biifish standard gold at 7//10% is a little
under two pence, say 1:9460d.,

L
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piece, weighing 5 grammes (385-808 grains Lroy) i)
pure, or W 0:6. The napoleon or 20 franc gold piece
weighed 6451 grammes (99:561 grs. Troy) of the saume
standard, expressed (inexacily) as W 01§ in British
asgays. These figures give a proportion of 165 to 1, or
a price of Bs. 0-84d. per oz. British standard, but allows-
ing forthe ditference in mintage, which wasg § per cent.,
or a little over, on gold, and § 10 # per cent. on silver, a
price of bs, 0d. per oz. Brilish standard is given, and
15586 to 1 as the true equivalentis. The United States
silver dollar, certainly as far back as 1837, was fixed by
statute at 4125 grains Troy % pure (W 0'G), and the
gold eagle of 10 dollars al 258 grains of {he same
standard, giving 15998 to 1 as the proportional cquiva-
lends, and a price of nearly 4s. 11d. (59'98 pence) per
oz. British standard {or silver. No charge for commg
seems originally 1o have been made by their Mints,
but the owner bringing metal had to bear the charges
of econverting it into standard bullion fit for coining, and
as such charges always form a higher per cenlage on
silver than gold, this proportion was practically in-
creased by a small [raction, and {he actuaal valne of
silver reduced in a corvesponding degree. U was not,
till 1863 that an additional charge of [ per cont. was
made, not. only on coins but on all bullion assayed and
stamped by the Mini, by the same Aet which reduced
the hall dollar to 192 grains Troy, or in the proportion
ol 384 for the whole dollar, no longer coined.

5 63. However {he exact equivalents may be de-
cided, the hope of introducing gold in fair propartion
intp the couniry rests on the fact that thongh the
stream. of bullion sels strongly in, it very rarcly runs
out, and there 1s no cause apparent which can efleet
any serious echange in {his respect. The rupee
18 well established, and indoed best fitled for eiveu-
lation in vast disiricls hardly wealthy cnough 1o
receive gold. Its circulation, even as subsidiary
currency, wil always he vevy large, and so also
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will he the actual consumption, if the greal mass of
the raral population continue to prosper. Woe may
hope, therelore, lor enough elasticily in the respeelive
markets to prevent any cxtreme {luctuations, for a
very trifling increase in difference, beyond that of the
equivalents adopted, will no doubt cause one melal
o be preflerved to another for {ransmission, with the
siream, into this countlry, and an extremoe fall iu silver
in the BEuropean markotls would prompily be checked
by a revival of demand from India. Bul a very much
larger difference would be roquired to draw gold ow!l
of the couniry against the stream in which bullion
cencrally was flowing. Further, the greater quickness
with which gold can be coined should cnable the
Minis to make it worth more by about a halfpenny
an ounce, in silver, to Banks desirous of laying
down funds here: the value would be saved to thew
in intercst and ecerlainty, and the difference in these
respeets would probably suffice to turn the scale-in
favour of gold from Awustralia dircet, on account of
the mdebtedness of England 1o India ; competition
also may evenlually induce a slight diffevence in the
costy,—ineluding the risks of transmission,—in favor of
eold.  Such considerations as these do not afleet the
more permancnt equivalents ol the 1wo metals ; they
mevely show how gold is more portable and more eastly
used than silver. 1t is by so mueh the fince cominon
measure of value and will flow into or away from a
country with the greater facility.

Very small fractions will turn the scale as belween
gold and silver when the cost of sending one or the
other must be incurred to mect the general exigencies
of trade, but a very much larger difference would be
required 1o cover the costs of an independent operation
to hring in one melal in order 1o buy and export {he
other. 1If the gencral trade balances of Indin did not,
divectly mor indirectly, require either an imporl nor
an export of hullion, there might be & margin of cqual
to the churges of {ransmission both ways, or whout 1
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or b per cont, exclusive of inferest, against any aclual
abstraction of the dearer metal by tho substitution of
that which may become the cheaper in the general
market, but it is extremelv improbable that any such
state of equilibrivm should be allained or proserved
for any length of time in the present state ol com-
merce. The change in France, [or instaucs, thougly 1ts
own balances showed no sullicient perturbation 1o
effect it, was made at the cxpense of the trade will
Asia. India and China merchants sent gold to Trance
lo buy silver which they sent on to Asia as the readiest
and cheapest means of paying for sillk and cotion
urgently required in the Buropean markets. This
trade moved the bullion ; the preference given for one
metal rather than the other was determined, first, by
the equivalent values fixed by law in Irance, and
further by such considerations- as those to which we
have just adverted.

§ b4, As regards the seignorage to be deductied
from the gold equivalent, it is hardly 1o be expeceled
thal Government will nndertake the eost of coinage,
but looking to the undoubled tmperfoction which (hig
charge adds to a standard common measure, i should
cortainly be reduced to a wminimum. One hall per
cenl, would, according to the precedents aflforded by
France and{be United States, be amply suflicient, whieh
would redunce the weight of the gold coin (sce see. H1) is-
sued to116-digrainsTroy as for the equivalent of 11.6-985,
bullion or 11542 grains Troy, as that of 116 bullion
for the Rs. 10 piece. Having regard to the porturha-
lions to which our coinage may be cxposed while :
double standard is current, there may be a tempiation
lo guard 1t by a larger deduction for seignorage, hud,
as has been alrveady fully shown, it is impossible to
toresec when or how the charge could be got rid of i
once 1mposed. To change it arbitrarily is simply a
covert way, open to the gravest objeclion, of chonging
the standard of value itself,
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§ 55. The standard i the sensc merely of the
proportion of pure metal to alloy, is ol course purely
arbitrary. The minimum ol alloy nccessary to give
coin sullicient hardness 1o prevent undue waste {rom
friction in use, 1s all {hat really nced be added. The
British standard for gold and the Indian standard
for silver are the same, viz., 11 parts pure to 1 of alloy.
The old Indian gold coms, bowever, were generally of
a finer metal, and it might be worth cnquiry whether
there still exists any prelerence likely to be eflcetive
for a highor purity. It would require an adjust-
ment only in the mere weight of the coin : in fact, the
weight of pure metal would be constant, the difference
being made up in the alloy whichis accounted as of
no value whatever. A standard of 15 pure to 1 alloy,
taking the “ anna’” {raction, would give a coin. of
113-813 grs. or 112-855 mstead of the 1164 grs. and
11542 grs. just mentioned. No matter of principle is
involved in the question and no disturbance of value
can be caused by it; bul a different proportion of
alloy in the standards of the two precious metalsrequires
a troublesome corrcetion in every caleulation of their
comparative value. The objection 1o coins of different
weights but the same value would nevertheless be a
very strong one, for tho poor and ignorant arc always
liable to be puzzled and muleted for a discrepancy the
nature of which they could nol understand : for their
sakes simplicity of form 18 as desirable, as simplicity
of principle is lor those dealing with the wider opera-
tions of interchange. The long fractions in which
the equivalents are expressed are not an objec-
tion on t{his score, for no substance cxposed 1o
the constant wear and tear of wuse can keep ils
weight 1o within fractional parls of a grain—a
certain inexaclitude is inevilable and would equally
supervene, however simply the original equivalent
could be expressed, and a fractiondl element for pre-
mium or discount constantly enters into international
exchanges even wheu the currency wunit is identical,
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as in Bugland and Australin ; and perfeel arithimelical
simplicity can nevor bo maintained in dealing wilh
the vartous bearings of this question.

§ b6,  Perbaps as conventent and suitable an adjust-
mentas any would be found by taking 1106} graing 22
carats, or 71§48 [ine as the equivalent of Rs. 10, which
gives a proportion of 16782 parts silver 1o 1 parl gold,
4/115 per oz. Drilish standard as the price of silver,
and Rs. 10-9+4 as the value of the sovercign. Tfrown this
quantily a deduction of one half of a grain {or scigno-
rage or mintage, or rather less than 4 (*429) per cont-
would Ieave 116 grains asthe weight ol the coin issued,
or indeed, might afford a slight (raction more for loss
of weight by [riction ;—fractions and mulliples
of it to be coined in proportion as occasion micht re- -
quire. Such a comn gives comparalivcly simple frac-
lions to be dealt with practically, and, having reason-
able regard to tho probable ellect of any ellectual in-
troduction of gold into the Indian currency, seems {o
aflord a fair promise of being one that would mai-
tain ils place in the circulation. If I may further
venture to suggest a name, 1t might, well be ealled ab
Imperiol, and as il is ossentially dilferent [rom 1he
sovercign in value, it should be palpably different in
appearance, an ohjeet casily oblained hy making it
somewhat thicker and of less diameter :—or the
reverse.®

§ 67. There are strong reasons why the apparently

i Sy e ol . e e s Wby W Wbt
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* 77104 per oz, is the buyer’s prico for gold, and has been takon for
all the forogoing oealenlations. I comparisons are desired with {he
ptico of 77/9, alittle less than one<fifth (-192) of a grain must he added
to the weight of the equivalent for tho Rs, 10 gold picco 11/12 pume,
and rathor losg tlian one-lenth of a penny (*096) deducted frow the price
of silver per o4 Dritigh standard,

Thoa DBritish silvor standard 1s §82 or 92F per cenl, pure and the
Brilish gold stendard $ (11/12) or 914 per cent, pure. An ounve Stan-
dard of gold is {hus 440 grains Troy puro, while one of silver ix 4 14
groing, and oll equvalents ex]‘}mﬂ%d in Britigsh stonde ds musi b corw
rectod i this proportion. This of course does not apply to (quotfaliong
1n sitver money, which moerely represonts fractional parbs of a sovereign,
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lowor prices in Australia cannol be held to affect the
equivdlents stated ol gold and silver. The mogl per-
manent eloment ol dilference is the seignorage of 3d.
per oz., but it is exposed 1o peculiar uncertainty in this
case, {or the gold producing, must be also a gold ex-
porting, eountry, and whatever the local scignorage
may be, the sovereign and the bullion required 1o lay
down the sovercign in London, the great markel of
demand, will be equivalents ; the costs of transil being
equal. Hence a brisk demand in Australia sends the
rate up to 77s.9d. per oz., which is the prompi price
paid by the Bank of England. Prices of bullion, how-
ever, are there often quoted under the local equiva-
lent of 77s. 73d. (77s. 103d.—3d.) but this rosolves
itsell into a mere question of account in the adjusi-
ment of current transactions : thus (—I1{ an importer
of eoods owes in London £100 (assuming all- claims
for interest, commission, &e., to be included in that
sum) and remits in sovercigns at a cost for {ransit, say
of 2 per cent., he must get L£102 for his goods 1o cover
their actual cost.  The coin (or ils fixed equivalent in
bullion) is the same and an exacl common measure of
value in bolh places. But if this common measure is
notl so precisely fixed, the nominal price of the gold
may {all, thal is more gold will he given., If he
oot gold enough 1o malke 102 sovereigns in England
in cxchange for his goods, he may call {the cost of
them £100 only, and deducl the £2 for {ransil
charges [rom the gold ilself :—all he has to dois {o
pay the 100 sovereigns, nel, m London. These 100
sovereigns, and ihe 100 sovereigns with which he
bought bullion enough o make 102 sovercigns being
identical in. weight and fineness. I is clear, therefore,
that question of 1iransil charges is seltled wilhin the
limits of the interchanges which make the cowplete
fransaction ; bub instead of a fixed standard 10 which
forcign, as well as home dealings, are adjusted, the
torcign  moeasure of wvalue is itself unstable o
this extont: goods arc nol on the average any
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cheaper, {hey are only less acenralely and consis-
tently priced. The Banks who generalize moercan-
Lile transactions  find o veduetion. in the quota-
tion for gold constandly counterbalénced by a corve-
sponding  movoment in exchange® Morcover, un-
logs, tho ewhole ol our supply were deawn from the
Jolontes, thoe ealeulation on Xnglish equivalents must
siill bo maintamed, for where a supply of any article
hag 1o be drawn from more than one source, il is the
higher cost which governs the market.

These abstract considerations alfeel only the esti-
male of the equivalent quantilics of the two metals.
1t by no means follows that India will not draw its
supply [rom Aunstralin. On the contrary the very conrse
of inlernational exchange velerred to will tend strongly
o bring it to us by thoe mosl direcl course : not be-
cause il i actually cheaper—ior a sovercign, [or in-
stanee, cannot be said 1o be cheaper or dearer than
itsel(~Dbut becanse the requisite chargesof current trade
will be lessencd thereby. JHspecially as ihe ques-
tion will present ilsell to a Banker, {here will be a
saving in interest ; that is, in time ; quite sullicient,
to turnthe course of tho strecam into India.

There scoms little reason Lo expect any great stimulus
{o direcl traflic in other commodities from this change :
Australin drvaws its supplies of tropical products
from nearcr and better sources, and indeed had there
been scope for any such {rade it would have {flourished
long ago. The fine weights of the Minl do not in 1his
way move the Custom HMouse seales. But the pre-
cision and certainty given to the value of gold will {eud
greatly to make India the monetary cenire of {he Hast,
and in this manner a beneficial impulse will he alforded
to the general commercial activity of the Tmpire. 1t

e
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¥ Lhavenol been able to get a copy of tholooal 1egulaiions ol the Auss
fralian Minis, but their use must in some way bo restrctod {o the pulb-
lic, forit i8 evident that if any one could take 10 Ibs, standard gold 1o
the Mint and gel sovereigns of thesamo weight, &c., usthe Tnglivh eoin -
age, viz., £467% for a cost of 3d. par oz ¢ ov L1 [0&, givivg i nul
£465%, he would not sell, say at 775, 6., which would pive loan £ 165 only,
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is not the large proporiion of profil, or even the
magnitude of the tolals on which it is gained, that
restrains the working ofbullion operations so stringeni-
ly within their own nalural limits, but their precise
certainly. 1[a man is offered {wo appointments, the
value of which is a matier of uncertain estimate, he may
hesitate which {o choose, although the real difference
may be considerable ; but if heis offered £10,000 or
£10,001 there is no doubt as to which he will lake, nor
that, if he believe he 1s justly entitled to the extra
pound, he will most strenuously mainiain his righi.
The various fractions discussed may seem to differ very
slighlly, but the differences are capable of the most
precise measurement, and thus are amply sufficient to
turn. the scale in operatlions of this characler.

§ B8. In all cases, in the Uniled Kingdom, in
France, and in the United States, gold has merely been
introduced al ils exisling cquivalent value for the {ime
being, and this 1s whal has to be done, as nearly as pos-
sible, in India; butin this case, as gold has not already
a place in the currency, not only its introduction, but
the eflect of its mtroduclion, have to be considered.
The change has nolhing whatever to do wilh any
metrical system : the respective values of gold and
silver differ scverally from lime to time as a matter of
taclt, and could not possibly be reduced to any one
simple expression by any possible change in. the mode
of numeration. It will be time enough to discuss the
unification of weights, measures, and standards when
common units shall have been agreed upon, and then,
it must be borne in mind that every existing system
would be related to the new system in every variely of
{ractional proportion, and cvery existing satistical table
mto which weights, measures, and values entered,
would require its special correction. For my own
part I would rather protesl against any partial change
which*will only introduce {resh elements of confusion.
1f'a standard unit of lenglh be once established on a

15
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true seientific basis, the square of which would be the
unit for measures of extension, tho eube that for those
of capacity, and the contents of such eube in that sub-
slance longt liable to  varation under [ixed and delin-
able condilions, the unit for weight ; there wouldexist,
data on whieh common measures for all the eivilized
world might be introduced, for the benclit rather of
posterity than of the present generation.™ And perhaps
those who place so high a value on the mechanieal
conveniences of the deeimal over the deodecimal
method, might counsider whether the advantages of
both systems might not be contbined by the introduce-
tion ol a new scale of mumoralion raised on the powers
ol twelve 1stead of those of {en. The one change will
hardly present more diflicultics tlian the other, 1 prac-
tically carried oul through all slages of sociely. 11
would be unreasonable 1o put off the introduction of
gold till such problems as these are solved, and per-
fectly useless to attempt 10 connect a gold coinage with
any ideal system insltead of making it cxpress the
simple multiples of the existing standard rupee : there
must, be a fraction either in the weight of the gold
coined 1o adjust it to the rupee, or [ractional parts of
the rupec must be given 1o adjust it to the valueio the
pold coin.: thero will be little difference of opinion that
the former is the more simple and practical method.

§ 59. The allempt 1o introduce the Inglish
govereign inko our currency can bardly be persisted in
as & serious measurc, It was very natural for the
gold yielding colonies 10 reproduce the sovercign to
which they were accustomed and {o desire ils recogni-
tion, which was nol granted, however, withoul some
needful restrictions, in the United Xingdom. They
were bound by no antecedents, and were perfeetly free
to adopt any course they desired. Buil the idea of
maintaining an identical standard coin, common 1o

il

* This 15 the French method, bui their primary unit seonts opeun in
g1ave objections on scientifio grounds.
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India and the United Kingdom, is altogether prema-
ture. There is no real cemmunity between the cur-
rencies, properly so called, of the two counirics, but
there ig, on the eontrary, a very large iransport ol the
metals of which comus are made [rom onc country to
the other. Ingland wounld be liable to have its coin,
which it delivers withoul cost, weight lor weight, for
bullion, suddenly withdrawn at the eption of any one
desiring to make an immediate transfer of value 10 a
region entirely outl of the circle of the currency ol the
United Kingdom. For Indiathusto endeavourto getits
coinage, free of expense, from England is more like
the act of a hostile power than that of a loyal de-
pendency. The sovereign, moreover, is unsuitable i
actual value, awnd if a scignorage is Lo be charged at
all in. India, there 1s no way of deducting 1t from. the
weight of the coin, nor is therc any other mode in
which an equivalent imposi could be enforced, for 1t 1s
practically impossible cfficiently to collect a tax on the
imports of sweh an article as gold coin. To buy
sovercigns at Rs. 10-4 cach, or any other rale, 13 &
most useless proceeding : they are in no way preferable
to bullion for minting puwrposes : they cannot be sent
home, against the stream of exchavge, without heavy
loss : they cannol bo made a legal tender, and {here
can be mo objeet in making them known throughout
the country sinec they eannot be made a legal lender.
To issue notes even 10 a limiled extent againsl coin
which is nol a legal tender is to incur a rvisk, not, very
imminent perhaps, butl for which therc is no compon-
sating advaniage, and for the Government Banks 10 re-
turn them in their accounts as lawful coin of the realm,
would enly be to profess “{he thing which is not.”
In exceptionaltimes of pressure—and it is only in such
times that the nature of & Bank’s advances are {ested—
it would be only 1oo cvidemt, that it had heen
false to the public and failed to guard those cash
reserves which it is one of its nost important
duties to mainf{ain. Sovereigns are a fivsl clnoy
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security npon which any Bank is justified m ad-
vancing frecly, bul on such terms only as will
enable it to realize its securily withoul loss, even
under those unflavourable conditions which constitate
a time of pressure. If such a eoin were introduced
into .a country, like China for example, which has no
exacl currency system at all, it would no doubt he
made uselul in many ways ; butto fosier the introduc-
tion here, of a coin whiceh 1s not made alegal tender,
merely intrudes an uncertain elementinio our compara-
Lively advanced system, and is in {fact a retrograde
movement. No doubt, the sovercigns, bought at
Rs. 10-4;, can, if the views here expressed of the right
equivalents ol gold and silver are correct, he comed
with some direet profit ; but the transaction is not one
which will tend {o {acilitate the introduetion of o gold
coinage on a irue basis.

g 60. Into the details of the exact cost of laying
down gold I do not enter. The costs of transit may
probably be reduced by compelition, but in any case
they form merely a simple addilion {o the first cosl of
the equivalent i bullion of the coin required. The
chicf element in this caleulation is tho charge, also
variable, of interest for lhe two or threc monthy re-
(uired for transit out and home and [urther until the
maturity of bills drawn at the usance of six manths
aflor sight : for this usance is not merely a capricious
and arbitrary arrangement. I{ ai present represents,
roughly but fairly enough, the time required for the
transmission of {hose more bulky commodilics Dby
which the bullion is paid for, and to obtain which
for use and consumption in Europe or eclse-
where, this bullion is sent out. The wani {o
be satisfied ;—which is the wmotive power ;—is fov
these commodities, and if all cost including those of
transmission. are not paid hoth upon them and upon
the bullion, the demand is nol  eflcetive,” and the
trade will languish and decay. Calculations of this
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kind are the daily business of Bankers, and the details
are liable to constanl variations, When once the Go-
vernment has fixed the equivalents at which gold and
silver arc 1o be coined and made legal tender, ils task
for the 1ime, is completed. The result must be deter-
mincd by the general causes which govern the relative
values of the two metals throughout the world. There
is no doubi that the acute and free competition of our
Bankers will give local effect to any such changes, as
far as 1hey are capable of affecting this country.

§ 61. Only mischief and vexation can arise [rom
any half measure: the paramount question of the
equivalents to be adopted must bo considercd well and
with duc forethought. 1t will be no light matier {o
change them afterwards. Without [orleiting all right,
to the confidence of the monetary world, the standards
of wvalue cannot be repeatedly adjusted to meet
fluctuations on one side or the other : buyers and
sellers must needs be conlent o take some risk
for betler and worse of change in {he besl standard
atlainable ; but it is a totally dillerent thing to shift
the equivalents of a double standaxd, for such changes
made with & view of preventing the oulflow of the
dearcr metal, will constantly be in one direction, and
lenders would thereby be subjected 1o the double risks
of fluctualions in erther motal, for it has been shown
that when there1s any divergence in. the value of two
melals circulating side by side, it 1s always the higher
whichis withdrawn, while the lower remainsin the coun-
try. 1f goldis once well cstablished in our currency,
1ts superiority as a measure of value will probably
mduce the use, not necessarily of the coin, but
rather of its equivalent, thus fixed and made certain,
in. gold bullion, for all inlernational operations, inward
or outward, requiring the transmission of bullion. Silver
would still constitute a large and comparatively im-
moveable portion of the internal curvency, cspecially
when duly supplemented by the coinage of smaller




78 TUTURE CONTINGENCOIRS,

pieces in [ull proportion. 1f, however, its value in the
oeneral market were to fall so mmneh, and so per-
manently, that silver could only he sent to us, and still
more if the fall were so great as to make a dillerence
sufficient to cause a coineldent withdrawal of gold, somo
of the broader issues of the question would again be
forced on our atteniion. The change now proposed
can hardly be suflicient to produce any such eflects ;
such a depreciation of silver as would thwart a well
considered attemypl 1o introduee gold, can hardly arise
except from a concurrence of cxiernal and general
causcs. Such an alterafion in relative prices wounld
probably aflord conclusive prool {hal the purchasing
power of silver was declining, and in {this case the ouly
remedy—and the right remedy—wounld be 1o deelare,
once and for all, gold the only standard, leaving silver
coins 1o find their natural level in the market, cxcepl
in. so far as they could be supporied as @ subsidiary
token currcncy representing the aliguot part ol the
gold unit. A fall in the comparative purchasing
power of gold, on the other hand, would ‘strong-
ly tend to cstablish it in our cwrrency, and we
should have {o deal with any question ol depreciation
—if 11 were considered absolute and nol merely com-
parative—in concurrcirco with other civilized nations,
who will be exposed 1o the same chances under {the
samo condilions as oursolves.  1low sueh an evil could
best be dealt with, weneed notl now diseuss ; but 1l doey
not in any way follow that the recognition and adoption
of gold as the best common neasure will preclde a
direcl reference 1o silver for the correction of tho stand-
ard of value for more lengthened periods, sbould the
necessity of any such correction be forced uponus. In

any case India would be in a bolfer position by thoposses-

sion of gold in its currency. The more probable event,

however, is that the comparative value of the precions

metals will not for some time to come he subject o

any such vicigsitudes ; that the introduction of gold

will be steady, continuous, and inmany ways henefleind,
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though as long as we have a double standard we shall
be exposed to a double measurc of uncertainty. An
uncerlainty, however, which need not allect any of the
advantages, which we al present enjoy, but threatens
those only which we hope fully to atiain, and shall at-
tain in part, as far as the gold freely introduced is xe-
tained in the currency. We must bide our time,
vigilantly and patiently, until a favourable opportunity
arises 1o secure, on the higher basis of gold, the unity
and perfection of our monetary standard.
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APPENDIX A.

SILVER AT 5. PER OZ, BRITISI STANDARD, IN LONDON.

GorD Comv (LTSS SEIGNORAGE # PER OENT.), 106'4 GRAINS, 22 OARATS, 91%
FINE FOR Rs. 10 preoxm.

(Sec. 51.)

£100, in silver, ab ds, per oz.= 400* oz, Br, standard, 92} per ct. fine.
= 4036363 ,, In. standard, 91% per ct. fine.

==1076'3636 tolahs do.
Licgs seignorage
2p. cb... .. 21-5273

Tiess melting,

&e., Lp. millo 10763

2246036
e =z Rg, 108376 ox Rs. 1058-12-2.
1 Rupee = 1 tolah of 180 graing,

£100, in gold, ab 77s. 103d.
POE OZ: «ocreevnaraseesm= 25682 0z, 912 poretl. fine,

ﬁ12327' ‘1‘;’!‘. gﬁﬂins Y
Tiess geignorage % p. ct... 61« 63 ,,

12265+ 81
+ 1064 == 1056°376 pieces of Rs. 10=Rsg, 1063-12-2,

Cost of transit, including risks, are generally ahout thelsame on all bullion, Gold, weight
for weight, ig about fifteen and » half times, and bulk for bull shout twenty-eight {imes, as
costly ns gilver: its oxtrema portability affords o great faciliby for tinnsport, but on the olher
bhand increasea tho risk of loss through ingdverbfence or robbery. On the voutes across the
Isthmug of Pansma thore is o differencs of § (one eighth) {o } (ono quaxter) per cont. in favoux
of gold,
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SILVER AT 48, 113D, PER 0%., BRITIST STANDARD, 21 PER OBNT, FINK,.

Gorp 1y INpra 116'6 gRAINS FOR BILG ¢osT OF R, 10 comv, FROM WIIGH
WEIGIIT SEIGNORAGE IS TO BE DEDUUTED,

Noo, 560,

£100, in silver, at 4s. 115d. |
DOE OZvsssnsrrssssarnaassrnpenses e 401674 oz Br. slandard.
= 405'8266.,, In. do. 01§ fine.
==1080+8682 1o0lag do.
Liosg seignorago
9 por cond v 216174
Ticss  maclting,
&e., Lp, mille, 1:0808
ot 226982
= B, 1068:17 or Rs. 1068-2-8

1 Rujjes = 1 tolah of 180 grains.

L100, in gold, al 778, 103d. == 25'682 oz, 913 por cenl, fine.
= 12327 44 grains do.
+ 11656 == 1068 16piccos of Re. 10 == Ru, 1008-2-0,

[See Nole fo Appendin A ]
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£100, in silver, at 615,

DET OFs v ovnxostsansnss

Less seignorage
2 por cent. .,20'9394
Less, ~melting,

&o., 1 p. mille 1'0469

|

I

21'9863

SoveERrErons v Inpra AT Ra. 10-4,
SrpvER IV ENGLAND AT 61+%%D, (65, {0, NEARLY) PER 0Z

do.

389+ 078 oz. British slandard, 92} fine.
3926151 ,, Indian siandard, 91% ,,
1046:9736 tolahs

e = 1024+9873, o R, 1024~15-10,
Rﬁt 1025"’ 0“‘ Ol

.El(;O, at Rs. 10~4 per sovergign ........ ==

Or
£100, at 77s. 103d

......

., == 25'682 oz, = 1282744

grains, will give 102:7287 coins of 120 graing each == Rs. 1027~ 4- 7.
[See Note fo Appendin A.]

Yeay.

1841. . bs.
1842, 4s,
1848. .4x,
1844, , 4z,
1845, .45,
1848, .4s.

O,

113d.
113d.
113d.
111d.
113d.

1847, .45, 1134,

_ & The fivsl exooplional eause for an wgent demand for silver was fo pay for ailk bought
in China to supply the defleienay arwing from the genersl fanure of the Eurgpean orops in
18565 and subsoquently. 'The mereased dercand for colton since 1861 seerns to have arrested a
decdline, In the usual eonrse of finde in ordinaery commodities England is indebbed to both
Fodia and Ching, and Oling 18 indebled to Inda ; (here is therefore & cloge sonngotion bebwaen

the xaten of exchange, and songequent domand fon bullon, in hoth countiies,

APPENDIX D.

AVERAGE PRIOE OF BAR SILVER v LONDON PER 0%, BRITISH STANDARD,

Yooy,

1848.
1849.
1850..
1851.
1852.
1853.
1854,

Yoay,
48, 11%d, 18566,.6s.
4s. 113id. 1866, , 6s.
os. Od. 1857, . bs.
8. 1d. 1848. . fs.
LG8, 0&d. 1869..5s.
g, 13d.  1860..8s,
by, 14d, 1861..8s.

13d.
13d.
14d.
15d.
2%d.
154,
07d.

Year,

1862.
1863.
1864.
1865 .
1866,
1867 .
1868 .

bg,

. D8,
. 08,
. 08,
i ]
. 08,

O,

13d.
134,
114,
1d.

13d,
02d.
03,
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