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CON TEN TS

pﬂn—o—_—.

| -»Despatch to Honourable the Court of Directors of
East India Company, No. 36, dated the 2nd July
1852 s

- Effect of the Notiﬁcat‘.mn of 1841 by which gold thoumh
not Iega.l stendor, was receivable at the treasuries at the

11:’0;)0 R1b per Company 8 gold mohuar (pavagraphs 1
S . L] n

Quantity of gold at t.he Imlmn Treasurncs (pam-
graph 8) . ¥ . R

App:ehended further 1mpor1;a.t.10n from Auabmlm (para-
graph @) o

- Gold might be used for remmbtance 1:0 hngla.nd (pam-
[ graph 10) o e
Pmposal to w1thdra“ the Not;ﬁcamon of 18@1 (pam
' .graph 11)
11.—Despatch from the Hommrable the Court of DII‘ECL'
ors of the East India Company, No. 52, dated
- 20th October 18562 :—
Proclamation of 1841 not mtendad to be obhga.{;ory
¥ H(H&xagmph S5 6 vtk PRI
jgo wrthdms «l?ncn;;;la.mmsd;xﬁ.nzM an@wwa (para-

Not1ﬁ > b' the Gmernmen{: oi’ I.ndlambhé Fman-
eparfimant No. 28, dated 2.311(1 Decemhel

J 1852 S I
1}% Proclamation of 1841 mthdmml TR i A
IV --—%Mmu’be, dated the 25th Decomber 1859 by th&Honour-

able Mr. Ja.mea Wilson i
g ﬁpﬁ' ‘wonld be preferred if currenc} m*em wﬁa to be
L begun de novo (parsgraphid) e = BE e .
{fm,wwnﬁliiﬁ&&%m of. standml wnnld.mﬁaﬂt :mmmgﬁs {para
grap

Demonetisation of go'ld by Holland a.nd Belgmm snd
India (paragraphs 6, 6 and 7) . .

Action of United ﬂtat-ea and annce (paragmphs 8, 9'

aﬂ.&. 10) " . 2 .
~ Gold demonetised in Germany (paxagr&ph 11) . '.
" Refuasal of England to change standard. (paragraph 12) .
Various propesals considered (paragraphs 13 fo 28)
Wa]l rognlated papex currenoy prefamble to gnld cur rency
{paragraph 29 .

N —-Extmct from a Minute by the Honoma.ble Mr Samuel

Laing on the Paper Currency Bill :—
Paper currency contemplates abgolute exclusion of gold
'rom eirculation (paragraphs 1 and 2)
. Trade of India in Australia and United Stales taterl by
nonracceptance of gold (paragraph 3) SHANg i
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The Lnghsh systom of gold standard universally admitted
to be desirable if the system was begun de novo {para-

graph 4) . 4 3
Mz, Wilson’s argument about brea.ﬂh of fmth not vahd
(pavagraphs 5 and 6) . ; G

Tssue of mnotes against gold coin  or bulhon {pamgmphs
B tlﬂ lﬂ) 5 .

V1.-—Extract, paragraphs 21 to 24, of a despa,tch from the
Seclemxy of state, No. 75, (lated 20d May 1561 :—
Possible advantugo of the mtmductwu of the sovervign as
the current coin in Indiag and the difficulties in the

way of such introdustion (varagraph 21}
1f gold should become legal tender the resorve of banks
should be in gold (paragraphs 23 and 24) . .

VI, —Iistract from a Minute by the Honourable Mr. 8
Laing, dated 7th May 1862 :—

Question of introducing gold (paragraphs 1 and 2) .
Question of 4 doubie standard (paragraphs 3 and 4)
Issue of notes against gold (varsgraphs 6 and 6) . .

VIIL --Mmute, dated 8th March 1864, by His Ftcellency
Lieutenant-General Sir W, Mausﬁeld K.C.B.:

Chapter  L.—The Memorial of the Bumbay Chamber of

Commerce should be supported. Mr.

Wilson's opposition toa gold cnrrency

in India. Necessity for answe nng his
objections § . A

" I1.—The economy of gold as a medmm of

eurrency as compared with silver. The
practical consequenco .

IIL.—The standard of value, whether change
in the standard involves breach of faith
aifher with regard to public or pnva.te
ereditor . ‘ .

--'-Fn.llm}f of the hreach of fa.lth a.rgument o
—The *Double Standard of value.” In
practice single standard alone exists.
Illustration afforded by ’E'ranue and the
United States . . .

V1-~Hffect of the demonetisation of gold sub-
sequent to the gold discoveries. Breach
of faith towards those on the debit side
of obligations thereby involyed . :

P

L

"

nity of India by the introduction of a
gold legal tender, and tho consequent
revention of rme in the value of silver,/
Ufect of the rise in valueof silver on

the very poor. Instance afforded by

the incidence of the salt-tax. Loss
cansed to India by the compulsery

importation of silver ; " al

s

" VIIL~-The introduction of a gold curvemey in |
~ India urgently required as a maiter of
eomenlenee and economy to the people!

at large. A Paper Currency inopera-

iwe, owing fo social eanses, The intro-

‘dnetion of gold curréncy demanded bjr

the same sociul couses p o

VI1-—Justice canalone be done to the commu-~
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Chapter 1X.--Change of valtes in Tnﬂm ‘Disturbing
 epuses of value.  Inereased demand for
metallic circulation. Popalar instinet
has correctéd an administrative defect,
It is ur duty to follow the lead thus
given s . ' “ PR 1 ol
X ~Cantion necessary in the mode of intros
duction of the gold currency. Transi-
tion period of double legal tender.
Token coinage madmmmhla during such
period . . v Bl
X 1.—~The denomination of the rupee to b-ﬂ ra=
tained as a matter of course. How
govereigns may be used. The equiva-
lent of gold and silver declared in Act
XVII of 1835 may be maintained.
Liogal tender of gold in addition to
that of silver should be oreated on such

n

g

i & basis . i t . . Sy ¢
| X . ~Minute, dated 20th June 1864, by the Honourable Sir .
C. Trevelyan :— 63

Menorials of the various publio bodies (paragraphs 1 to 6) 6.
Minntes by the Members of the Bombay Grov.remme 1

(pavagraphs 7 to 10) . : . ki O
; L Nature of the late crisis—not a moneta.ry ovisis (para-
e ) ‘graphs 11 to 20) . y . . . . 68

True vemedy for the erisis ( paragraph 20 l) 4 t JRE

Both the precions metals should be equally available as
articleg of Import (paragraphs 21 to 23) . . ih,

i | mpnnrhvg deficioney of the supply of silver (paragraph "'4) 69
Tmypossibibity of coining silver with snfﬁctcnt spmd (para~

graph 26) . ’ : 4 ‘ . 70
Pr%}éz;ble gonsequences of a deficienay of slhm (pamgraph
i ’ i, VTR |
p Gold should be Hiatored to 1ts p].u.w b bl currency {pa.ra—
graphs 27 to 80) . . . v L
People of India never acquiesced in the exclusmn of gold
(paragraphs 31 to 36} } AN ; UL
How the restoration of gold can be nltamed (pax aomphs
37, et seq.) s N e y : 74
Plan of issuing notes in cerfain ploportmn &gamst gold
{paragraphs 38 fo 42) : G ! E b,
Compheahons arising from the practice of issuing noto
against silver bullion (paragraphs 43 to 52) . LTS
Pas‘a procecdings in roference to gold coinage in India
(paragraphis 53 to 68) . . : . , 77
Steps to be retraced (paragraph 59y -~ . . ‘ il -
My, Wilson's objections.  Breich of faith argnment sue-
cossfully answered by Sir W. Manshield (paragraph 60) . 35,
Question of double standard. 'Dmthlc\ tendard neees ary
during the period of transition (paragr Lp‘m 61 to 61) 79
Countries which passed througil that stage bofore at'aining
a single standa.d {pm‘agrnyhs 64 to 68) . ; i )
Subsequent steps of the process (paragraph 70) . . §1

Advantage of an uniform standard of exchange (paras
graph 71) L . . ' ’ A ’ id.
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' Assimilation of the English and Austvalian sovercigns
(poragraphs 72 to 79) . . RIS AT R TR 1
How the sovereign should be rated in reference to the
rupce (paragraphs 80 to 95) . . X . o 8b

- Concluding observations (paragraphs 96 to 100) . « BY
X .—~Minute, dated 4th Angust 1364, by His Execellency

~ Sir William Mansfield, K.C.B, : — 2
Criticism of Sir ¢ Trevelyan’s proposal to rate the

sovereign at R10 (paragraphs 1 to 1) A 5 A T

XI.—Minute, dated 16th September 1864, by Mr. G.

Arbuthnot ;~— U
Complications of the proposals in Bir C. Trevelyan's
minute (paragraphs 1 ana 2) . . 30,

Bubstitntion of gold for silver, if it could be effected with=

out derangement of business and depreciafion of the

measure of value, unobjectionable in principle in regard

to its effoct on existing contvacts (paragraph 4) . AbAG |
All econjectures in regard to fature supply of the two

metals to be dismissed (paragraph 5) ! ‘ o Vel
Speenlations as to the fitness of the different forms of

“eurrency to different stages in the growth of a nation

to be dismissed (paragraph 6) . : ‘ g . 98
Rffect of the gold discoveries (jaragraphs 7 to 9) . 1h.
Portuitous character of the Hastern trade iz the main

oause of disturbance in the natural flow of bullion (para-

gl'ﬁphﬂ 10 B'nd 1}.) . L » . . ¥ L] ibo
Whether high prices ave an indication of the full stage
of the cirenlation (paragraphs 12 and 13) . A ' 99

Proposal to rate the sovercign at R10 criticised (para-

graphs 14 60 42) . e ; . et
XII.—Despatch from the Secretary of State (the Right
Honourable Sir Charles Wood), No. 224, dated

26th September 1864 : = . 106

fir C. Trevelyan's proposal. Practical objections to the
measure actually proposed. Rating of sovereign ab
R10 would be inoperative (pavagraphs 8 to 28) . ARl
Receipt and paying out of sovereigns at the rate of R10 .
“(paragraphs 80 and 31) . v : 2 3 . 109
. XIIT.—Notifieation by the Government of India in the
Finance Department, No. 3517, dated the 23rd
November 1864 : v 110
Sovereigns and half-sovereigns to be received at treasnvies
at the rate of B10 and Kb respectively, and, when avail-
able, to be paid at the same rate to any person willing to

receive them . " . . , £0.
X1V.—Notificasion by the Government of India in the
Finance Department, No, 3518, dated 23rd Novem-

ber 18064 i—= . 111

Tasue of currency notes against govereigns ib.

XV.~Minute by the Honourable Sir Richard Tenple, dated
/ Hth June 1868 ;:— 112

Further measures to be taken in refevence to the infros
dnetion of gold eurcency. Notifications of November
1864 romained inoperative. Proposal to consult Local
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Fo;e.}mments about the rate to be fixed (pai'agraphg 1

- .

Possibility of coining gold (paragraphs 1260 22) o« o

s XV‘f[.;thi-ﬁ;ation by the Government of India in the Finance
. Department, No. 3287, dated 28th October 1868 :~=
~ Rate of receipt of sovercigns and half-sovereigns altered

. from R10 and R5 to R10-4 and RB-2 respectively ‘

XVIil.—Minute by the Honourable Mr. A. J. Arbuthnot,
dated 30th November 1568 :(—

Notification of November 1864 would be ineffectual unless
sovereign was declared legal tender. Varying seign.
orage on silver coinage. Any gold coin that may bhe
introduced must be declared full legal tender. Whether

. that coin should be sovereign or any other coln.  Objec-

. tions to sovereign and new coin respectively. Soversign

preferred (paragraphs 1 to 17) . . ‘

XVIII - Despﬁtch from the Government of India. to the Secre-

tary of State, No. 833, dated 23rd December

- 1868 iwem ! :
Causes of failure of the Notification of November 1864
to attract gold (pavagraphs 7 and 8) . . 5 2
Rating fixed in that Notification to bhe revised. Rate
fixed at 310-4 (varagraphs 9 to 13) . A . .
Financial Department to determine what to be done with
the sovercigns (paragraph 15) . . . . .
-'Prospeo§s of sovereign as a eurrent coin (paragraphs 15
) to 19 ® . . 2 . . . ™ )
X1X.~~Minute by the Honourable Sir John Strachey, dated
o 30th Januvary 1869 :—
Objections to Sir R. Temple’s proposals. Notifieation of
‘October 1868 could have no effect in bringing abont
‘the cirenlation of sovereign in India, unless declared
legal tendex.  Same conclusion would apply toany other
~coin (paragraphs 1 to 4) x ! ; SRS
Object of the Natification of 1868 (paragraphs & and 6)
Coinage of gold (pavagraphs 7 and 8) . ‘ ;
Rating of gold (paragraphs 9 to 16) . . .
Feonomic possibility. of coining gold pisces under the
Act of 1835 from gold veceived under the Notification of
October 1868 (paragraph 17) . . § . %
Quotationg of prices of the various sorts of gold in Indian
markets give indifferent standard for estimating the
true value of gold (paragraph 18) . “ .
Steps to be taken to bring about the introduction of a
gold ourrency (paragraphs 21 and 23) 5 . 2
Colonel Ballard’s and Colonel Smith’s proposal to put a
heavy seignorage on silver coin (paragraphs 24 to 27) ,
XX.—Minute by His Excellency Sir William Mansfield,
dated 9th February 1869 .~
- Criticism of Honourable Mr. Strackey’s views about the
relative values of gold and silver and the coinage of gold
in the Indian Mints. Artificial enhancement of the
value of silver by high seignorage objeetionable. Mr.
Strachey’s proposal involves the depreciation of silver,
In coivage the relative values of two metals to be
adjusted as closely as possible ‘ ; ‘ "
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XXI.—Minute by the Honourable Sir Richard Temple, dated
12th February 1869 ;-

Criticism of Honourable Mr. Strachey’s minute . o = .

XXIT. ~Memorandum by the Honourable Sir Richard Temple,

: dated 19th June 1872 :—

Gold currency wanted in India. Superiority of gold over

silver, Number of persons who would use gold in

India isnot so smiall as js supposed (paragraphs 2 to 22).

~ Exclusion of gold causes a rise in price of silver (para-

. graphs 26 and 27). . * . . . o 4

Use of gold would effect saving in minting oharges (paras

graph 28) . . . S . ’ i

Other reasons why a purely silver eurrency is inconvenient

(paragraphs 31 fo 83) . . gl Ty

Gold can be easily obtained (paragraphs 34 to 87)

Adjustment of balance of trade with Foreign countries,

(] -

specially England (paragraphs 38 to 47) ¢ .
There should be one standard for the two counfries (para-
‘graph 48) ' . i . : . s

Effect on the minds of the demonetisation of silver (para-
graphs 49 to 61) . A . ’ y § h
Question whether suffivient quantity of gold is available
to justify its being declared legal tender (paragraph
52} - - . - ] i . . .
Relative values of gold and silver as represented by the
gold coinage of India (paragraphs 53 and 54) .
1f geold eurreney is to be introduced, the Indian gold coing
arée to be pregarred (paragraph 65) . N )
Repugnance folt to gold emrrency in India beeause of the
prospeet of a umiversal gold coin being adopted by

International Agreement (paragraph 66) ‘
Objection ag to National Debt and Paper Currency being
caleulated in rupees (paragraph 67) . ‘ ; i

Proposed receipt of sovereigns without restriction, whether
tendered in payment of Government duesor in ex-
change fogsilver. Tssue of eurrency notes in exchange
for gold (paragraph 69) . 3 - > ] :

Altertition of rating if necessary (paragraph 60) .

A CCOMPUNTMEnLE Q)"Si—r B. Temple's memorandum, dated 19th June 15872,
XXII-A—Teotter from Mr. -Geo;ge Dickson, Secretary and
Treasurer, Bank of Bengal, dated 10th August

1868 . i . A

XXII-B. - Minute by Mr. George Dickson, dated 15¢h J annary
18 2, on the expediency of a gold cwrency in
India . : A ; / 2 'e ;
X X11-C.—Becond Minute by Mr. George Dickson, dated 7th
February 1872, on Indian Gold Currency . /
XXII-D.—Note by Mr BE. Gay, Deputy Comptroller General,
datad 27th February 1872 ) . . :
XX1l-E.~Note by Mr. R, B. Chapman, Financial Secretary,
dated 27th March 1872 , « . t
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XXII- F.—Note by Mr. H, Sandeman, Offg, C‘omptmller Gene-
1‘311 d&téd 28th March 1872 g 191
U XXIII.—Note by the Homowable Sir R. Temp]e, dated ch
July 1878. '« Measures to be taken for mtroducmg

a gold eurrency ’ ~ 192
IXIV — Resolution by the Government of Ind:a in the Fmann
cial Deparfment, dated 7th May 1874 :— 197
No present, steps to be taken for the r(cognltlon of gold as
u legal standard of value in Todia . i 2.
X.XV — Note by Mr. R B. Chapman, dated 13th July 1876 :— 198
; Effect on the finances of India of the fal] in the value of
gilver (pavagraphs 1 to 10) | : y b,
‘Eflect on trade (paragraph 12) . ) ¥ . . 200
Effect on European officers (paragraph 18) ¥ ib.
Effect may extend over the whole body p.litie (para.—
graph id) . » . : . b,
~ Right diagnosis necessary (p'\ngmph 15) ¢ ; 3 b,

Disturbanee of equilibrium may be due to several causes
% (puragmph 16) . i v : x ’ ‘ b,
Different treatment, for different causes (paragraphs 17 to '
. i 23} . . . . . . - . * 201
Bost method of ascertaining the true cause is to compare the
values of gold and allvan respectively, with those of othel

principal commodities (pmaglaph 24). ! : 202
The conclusions to be deduced from a si-udy of the pncca
(paragraphs 25 and 2€) . ; 1b.

How far the facts of the case & priori] 1..*11} W ith t'ﬁose con~
clusions (paragraphs 27 to 37{) § p 208

India cannot help the consequences unless otiwr pations
reconsider their poliey of ‘demonetising silver (par u.gl aph

40) il . L] - £ . 208
How far such remnmdmation is possible. {paragmphs 41 tu

48) . ) : 3 . . b
How for it is possible to solve uhe problem if all natlons

agree (paragraphs 49 to 51) ', ! 207

What action India shounld take if Turope aml Amuma.
hold on their own way (paragraphs 52 to 72) A - 208
XX.VI ~Memorandum by Mr, R. B. Chapman, of subsidiary
arguments and investigations relating to the ques-
" ; tion of the effect on the finances of India of the

change in the relative value of gold and silver :— 218
Seetion I.—Valuo = . . YR : 8 . b,
»  IL.—TExclanges 4 ¢ | e g ! 214

y I1L—A standard of value ¥ " ¢ . 215

»  IN.—~What constitutes value = . S ¢ i (R
» - Vi=Money . . ‘ . 219
»  VI.—Object of the meluvment of money . y 228
s VIL~—Changes in the value of standard money 8 299
i VIIL-—Yalue of the precions metals ¥ < . ¥33
»  IX.—Bupply of gold and silyer . . . ; 237
»  X,—Future value of gold and silver . & v 2db

» XI.—Method of changing the standard of value . 246
” XIIO""IS&]&HCG of trade “ . ] “ 247
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XX VIL—Minute by the Honourable Sir William Muir, dated
6th Septemher 1876 :-— 250
Coinage of Native States to be taken into consideration in-
considering any proposal for the tloanre of the mmta :
to the ooinage of silver . . 10,
XXV IIT.—Resolution by the Government of Indla, in the Fmanue
Department, No. 8044, dated the 22nd September
1876 ;o 952 ~
Fall in the value of silver (paragraph 2) - ey 264
The fall affects Government travsactions with lungla.nd

adversely (paragraph 3) . . “ . RGN ¢
1t also affects Government officers a.nd commerce advemly

(paragraph 4) . % PRI T
Causes of the disturbance in the aqulhbrmm of the pre-

cious metals (paragraph 6) : J 256

Proposal of the Bengal Chamber of Commelce and Cal-
ontta Trades Association to close the mints to the free
coinage of silver (paragraphs 7 and 8) . . « b

Objections to such a course (paragraphs 9to17) .  + 266
Causes of fall in the value of silver (paragraphs 18 to 25) . 257

No steps at present necessary beyond economy in finances
(pﬂ.r:lg'ra.ph 29) . . - ° . . . 260

XXI1X.~—Despatch to the Secretary of State for India, No. 368,

dated 13th October 1876 ;— 262
Effect of the fall in the value of silver onthe finances
(paragraphs 1 to 6) 2 e . ¢b.
Question of enhancing the value of the standard (pa.ra
’ graphs 7 to 10) . ¥ SIS . s 263
How such enhancement can be effected (paragraph 10) . 264
Uost, of such enhancement (paragraphs 11 to 18) . ¥t
To raise the value of the standard would be a breach of
peblic faith (paragraph 14) . - 266 -

State has no right to change or enhance the s’ﬁandarﬂ of

unit of value for the benefit of the public revenues, or

of any class or classes of community (paragraph 15) . 5.
Who should bear the cost (paragraph 19) : . 286
Relative advantages of enhancing the value of the sta.ndat'd

by adclm%] fine silver to the yupee and by introducing a

gold standard. Also the possibility of raising the value

of the standard by 1na,raasmg the seignorage (pu.ra-

graphs 22 to 83) . - . . 268
Future value of silver in rehtt.mn to gold (pmagmphs

34 to 38) . . . ‘ . s 271
Whether any concerted action amongst the nations is

possible (paragraph 89) . ' 272

If wot, India should take some action alone Q)tmgmph 40) 10,

But no 4mmediate action necessary beyond economy of
expenditure (paragraphs 41 to 46) . . . o« b,

Sterling obligations to be avoided as much as pussible (para-

gia.ph 47) " [ . ° . " 274
How Home charges are to be redneed (pmagmphs 48 and
49) - - - - - . . !‘b-

Guarantee of Indian loans by the Bntlsh bovemmeut
(paragraph 60)° ° . . . . « 275



Method of eonsuhdatmg Indian and Enghsh acsounts (pa.ra.-

i graphs 51 and 52) / .
XXX.wDerm official correspondenee of 187 6 betweeu Genera.l
Strachey and Mr. R, B. Chapman, Secretary to the
Government of India, Finance and Commerce De-
partment, on the posslbxhty of introducing a gold
standard while retaining the present silver cur-

TONCY & ==
Major-General Btrachey’s demi-official, dated 28th Septem-
ber 1876 ‘
Major-General Strachev 8 letter to the PnZZ Mal Z .Budget
dated 10th August 1876 .
Mr. ; hapman’s dem1-oﬂir-nl No. 414, datcd Zﬁth October
1876 . ! . . » -

Mr. Chapran's dam_l-»oﬂicml dated 2nd Novamber 1876 .

Major-General Strachey's demi-official, dated 28th Nov-
ember 1876 . § | ‘ .

Mr, Chapman’s reply . ! .
XXXTI,—Note dated 9th February 1877 (sant to thP Seeretary
of State with Despatich No. 49, dated 9th February

% 1877) s=es
. (1) Effoct of the fall in the price of silver on trade and
i remittances and on prices 3 . . i ¢

(2) Applications made to the Government of India for
measures in remedy of the effects of the fall in the
gold price of silver ; and the action taken thereon .
\).XII —Despateh from the Government of Tndia; to the
Secretary of State for India, No. 423, dated 9th
November 1878 ;—
Conclusions in the Despatch of 13th October 1876 were of

a negative character, nlihm:i-h the general result was tos

point ont the impracticability of adopting a gold
standard and the incompleteness and wunecertsinty of
adding pure silver to the rupee (paragraphs 2 and 3)

Notice ‘raken of the proposal to adopt a gold standard

without a gold currency, but dismissed (paragraph 4) .

Probable fall in the wvalue of silver brings the subject
ag'mn up (pma.graphs 5 and §) . 3 Y : .
Fall in exchange is due to a econsiderable extent to the
s'l'%ecml position of political and commercial affairs.
iis fall to be distinguished from variatious in par of
exchange (pamgraphgl : -
Further fall expacted from action of other natlom. (para-
graphs 8 and 9) = . . . . . .
Serious disturbance caused in Indian Jinance [pmragmplm
10 tO 1"1) . . - L - -
Effect on the value of Government security of the full in
value of silver (paragraphs 15 and 16) - .
Effect on the trade of the country (paragr a.ph 17):
Other difficultics (paragraphs 19 to 23) ¢ o ;
& Question of closure of the mints to silver and adoption of
;f?}dagtjandald further to be considered (paragraphs
K] . L] - - (] . -

Breach of faith involved in altering tha standard (para-
graphs 40 and 41) . .
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How prices in India haye been affected by the fall (para-
g}'aph 42) ¥ P { " . . . A 31 8
The rate to be adopted in fixing the gold standard (pava-
graphs 43 to 46) . . ' ' SR b,

In closing the mints to silver measures should be adopted

for the free expinsion of the currency. “What measuye

should be taken. To undertake to give silver in ex-

change for gold, or to open minfs to coinage of gold, nob

advisable. The objeet should be attained by allowing

ooinage when tupee reaches 2s. and charge a high

geignorage (paragraphs 48 to 51) . i ata 319
Amendment of paper currency law necessary (psragraph
Sl YOI -1 S et e R R et
No interference with coinage under the Native Coinage -

Act (para,graph 53) 4 X 4 ‘ . i i,
Trpors of coined silver to be prohibited (parsgraph 54) . s
Bullion imported befora prohibition to be admitted to

coinage (paragraph 55) . . ‘ ‘ . / b,
Power to ferminate the law by executive order (para-

graph 56) . . . . ' . ih.
Subsidiary powers and measnros (paragraphs 67 o 64) . ib
Effect on export trade (paragraphs 65 to 67) . > \ 222
Fall in the value of the hoarded silver (paragraph 69) , 823
Results of the action proposed (paragraphs 70 to 731 f ih,

XXX IIT.—Despateh from the Secretary of State, No. 502,
dated 18th December 1879 i— | 3925
Reply to the foregoing despatch. Circnmstances have
‘changed since the above was written. No change in the
currency system be authorised now. But the question
remains open (paragraphs 1 to 6) . ‘ { .
XX XIV.—~Memorandum, dated 2nd June 1880, by Mr. R. B.
Chapman, on an International Bimetallic Standard
measure of value :—- 336
Prefatory remarka (paragraphs 1 and 2) « 4 g ih,
Distinction between a standard and an instrument of

1h,

exchanged (paragraph 3) . . . 4 4 337
Distinction between substantive and representative money
{paragraph 4) . . . . b,

Value of material of standard. Object of a standard (para-
graph 5) . ¢ . . ‘ . ; . .
Tnstability of existing standards (paragraph 6) . v i,

Causos of their recent disturbances (paragraph 7) . v 533
Conclusions in 1876 that the value of gold and even silver
had risen (paragraph 8) . . - . ‘ 2h.
Subsequent phenomens confirm the conclusions of 1876
(paragraphs 9 and 10) . . . : . f 1b.
Conclusion confined to facts apart from their canses (para-
graph 11) . g1 e ; . . : .+ 389
Fall of value of one coramodity implies rise of that of its
correlative (paragraph 12) ; : ‘ » ib.

Value of silver and gold still higher than iun 1873.
TFuture of «dlver still doubtful (paragraph13) . ! ih.
Loss to Indio from enhancement of her fixed gold obliga-
tions estimated et 24 orores of rupees (paragraphs 14
nud 16) . . e ‘ : . . ib.



Advantages expected from International bimetallic stande
ard (paragraph 17) . i ’ . :
Fluctuations of exchange. Their main caunges. Advantages
of their elimination not to be over-rated (paragraphs 18
and 1) . v 3 ‘
International himetallic sfandard emstcd nm}ar French
Law of 1803 (paragraph 20) . : ‘
Tts efeet upon the stabilivy of exchange {pamgrnph 21) s
Bimetallic standard not essential to stability of exchange
(pa.mgl’aph 22’) . " . .
Stability of standard. Ingunous consequences of its
recent disturbance. Should not be liable to disturbance
by action of ono nation (pavagraphs 23 to 26) . !
The best international standard measure of value (para-
graph 27 ) i & % - }
Such a standard must be gold silver, or a combmatlon of
the two (paragraph 28) . *
Stability of standard fo be dmtmgmahrd from stablli‘ry of
exchange (paragraph 29) . ‘ i i .
Canses of values of precious metals (paragmph 30) . ‘
Uses of gold and silver. Waste in works of art insignifi-
cant. Use of precious metals for active money creates
but small permanent demand upon stocks. Value of
precions metals wholly dependent upon their uses for
storing value (paragraphs 51 to 34) . v ! :
True use of precious metals always to store value (pd.ra-

graph 35) . : > v *
D;gt;)nction between active and passive money (pm-a.gmph
Pressure of demand npon pwuoua metals for stonng mde-
finite (paragraph 87) % . . . "
Their efficiency for this propose not intrinsic, but dapend-
ent. upon human laws (pamr’raph 38) . !

Recent practical examples of their truth (pamglaph 29y,
Precariousnesy of their value under present conditions
(paragraph 40) . . . ‘ . . .

Relative values of precivus metals are under human
control . 3 4

Production and stock of the precious metals (pamgraph

43} &5 . . - ) . .
Effect of German demonetisstion npou their relatlvo

values (paragraph 43) . 3 i .
Grnwt.y of the risks lest other communities Bbould fullmv

suit (paragraph 44) . ' . .

Inieﬁl)mr atablhty of monometalhc stand'ard (paragraph
Varioug forms ef the b1met.nllw standa.rd (pamgmph 46) .
Existing corvelation of gold and silver (paragraph 47)

Inefficiency of the existing correlation, aven if it could be
made permanent (paragraph 48) . . ¢ -

Guarantee of status guo rejected. Also the method of eleg-
tion or amalgamation. Also that of associating the two
metals in fixed proportions (paragraphs 49 to 51) 4

Other possible methods. These serve to illustrate prin-

ciple and show efficiency of human laws (paragraphs 52
and 53) v .
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The French method. Its efficacy in maintaining the
stability of exchange and of the standard measure of
value (paragraphs 54 nnd 65) . e . " ‘

Stability of such standard. Effect of its general adoption

~_upon creditors by existing gold standard (paragraph 56)

_ Proper ratio between gold and silver in. such a standard
‘. (paragl'ﬁp}l 57) ; - L L] - L - el

Proposed Union (paragraph 68) .~ . . ¢

Conelusions recapitulated (paragraph 63) . “

International Mint Regulations (paragraph 60) .

Subsidiary currency reforms (paragraph 61) . .

Effect of international bimetallic standard upon metallic
currency (paragraph 62) ; ‘ » o N

Gold might possibly disappear from active cirenlation.
Bub too much weight not to be allowed to this disadvan-
tage (paragraph 63) p . ‘ { s L

Additions to the stock of the preoions metals since 1851
have caused no lasting loss of their value (paragraph 64)

Concomitant increase of human wealth (paragraph 65) .

Probable connection between these phenomena (paragraph

66) . . . . - - . 5 g

Threatened contraction of supply of the precious metals
{Pﬂrﬂgrﬂ.ph 6?) o . . ‘. .
Cosmopolitan echaracter of the question. Interests of
}n;lia. Importatice of the problem (paragraphs 68 to
0 " - . - " ! - . -
XXXV.—~Note by My, T, C. Hope, Secretary to the Govern-
ment of India, Financial Department, dated 9th
April 1881 i =

Proposed reprosentation of India at the Bimetallic Confer-

ence to be held in Paris .

XXX VI.—Minute by the Honourable Sir Evelyn Baring, dated
19th April 1881 :—

Bimetallism is not to be supposed as opposed to views of
competent authority (paragraphs 2 to 5) . i .
Inconvenience of deprociation of silver not greatly felt in
England (paragraph 6) . . . d b §
Indian interests. What are true Indian interests. The
degree to which Indian treasury is affected (paragraphs

7 to 10} . . . e - * . ,

But a false step might lead to greater evils. Remarks on
bimetallism. What is the true canse of the divergence

in the values of the two metals (paragraphs 11 to 14) .
Present ourrency system of India. What it would be if she
were to join the Bimetallic Union, Fundaraental prin-

ciple of bimetallism (paragraphs 16 to 19) ° €

Main argument adduced against bimetallists accrued (para.
graphs 20 and 21) . . . . . A
No economie fallacy in theory of universal bimetallism
(paragraphs 22 to 82) . . .

XXXVII==Note by Mr. T. C. Hope, dated 12th May 1881 :—
¢ Further note on the representation of India in the Bime-

tallic Conference. Proceedings of the Conference as

reported in newspapers. Proceedings sheefs not un-

favourable ‘ . . . . ' .
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XXX VIII.—Note by the Honourable Sir E. Baring, dated 18th
Muay 1881

Attitude of the India delegates at the Conference, Views of
the Government of India muat be definitel _,r placed be=
fore the Conference A " 3

XXXIX, —Despatech to the Secretary of State for 1nd1a,
. No, 143, dated 10th June 1881 (==

Proposal that India should join a Bimetallic Union, Tm-
ortance to India of the subject. Indla should ]om ’r}u
nion if 1t is necessary S
XXXIX A.~—Minute by His Excellency the Governor General
(Lord Ripon), dated 10th June 1881, enclosed in
the above despateh ‘ : :

X L.~ Despatel to the Secretary of State, Nu. 46, dated
2nd February 1886 :—

Uncertainty regarding the future value of gold and silver.
Its effect on Indian finance. Furthor depreciation
apprehended by the repeal of the Bland Act. "The con-
sequences would be serious. The question of a Bime-
tallic Union should again be raised.

XLI.-—Despateh from the Seccretary of State for India,
No. 194, dated 8th July 1886, forwarding corre-
spnndence with Her Majesty’s 'Preasury on the sub-
ject of the Indian currency :—-

(1) Letter from Sir A. (mclley, to the Tre'wury, dated 17th
March 1886 . . .

(2) Letter from the Treasury, No. 1728——-11?07 dated 3131;
May 1886 . g

(3) Letter from Sir A. Godley, to the Treasnry, dated 7th
July 1886 ; .
X LII.-—Despatch to the Secretary of btate for Indm, No. 277

dated 4th September 18:6, eriticising the views
of the Treasury :w—

Importance t6 India of the question of the settlement of

exchange {paragrophs L to 4) . )
Possibility of maintaining stability of wlatwe value of

gold and silver (paragraphs 5 to 10) : .
Question of gain or loss to [ndia from: the fall in the rate
of exchange (paragraphs 11 to 14) . . .

Omission to suswer the argnments employed by the Treas
sury against the proposals of 1878 (par&gra.phs 18 and

16) ; '
Possibility of reheﬂng the ﬁnanms by reduetmn of ex-
panditure (paragraphs 17 to 23) . . .

Nature of the remedy proposed [paragraphs 238 and 24) .

XLI1],~Memorandum by Lieutenant-General R, Slraehey,
dated 81st March 1886 :—

Fall in exchange can be arrested either by the cessation
of the fall of the relative value of silver to gold in the
world generally, or by the adoption of gnld standard
(paragraph 2) . . . ’ .

Impossibility of the first course (paragraphs 3 and 4) -
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- How far the second alternativo is praoticable. Interfers

- ence with gtandard of value isonly justifiable in case of
estrome urgency. Hsxamination of the relative grow-

ing of the evils which are lkely to be produced by the

change or polioy of inaction (paragraphs 7 to 11) .
The remedy is to give India a gold standard without a
gold coinage provision being made for the expansion of
the currency to meet reguirements of trade.  What
;Eﬁspa should be taken for this end (paragraphs 12 to
Such a system can be introduced with very little inter-
ference with existing course of trade. Demand for silver
for trade purposes (paragraphs 21 to 83) . . .
Appreciation of gold in relation to merchandise wovld
- Imereasy taxation to meet India's zold obligations.
 Nature of the difficulties of the Indian Government

L]

(paragraphs 34 and 35) . ‘ . . ! ol

Stimulation of export trade due to fall in exchange.
Tmport trade how affeoted (paragraphs 36 to 41) . .

Objections to inconvertible token currency (paragraphs 42
and 43) . 4 A ’ p i ¥ o

XLIV.~Memorandum by Mr, R, Hardie, Secretary and
Tieasurer, Bavk of Bengal, dated 23nd May
1886, eriticising (General Strachey’s proposals

XLV ,~—Memorandum by Mr. J, Westland, Comptroller and
Auditor General, dated 24th May 1856, criticising
General Strachey’s proposal g ‘ : F

XLVI.-~Memorandum by Mr, D. Barbour, Secratary to the

. Government of India, Finance Department, dated
11th Jane 1886 :—

Examination of the grounds on which the change of

standard proposed by General Strachoy would be
justified (paragraphs 1 to 8) ; ' 4 e )
Effect of the fall in exchange on European officers
(paragraph 4) Py . - v o «
Increased burden on India for meeting gold obligations

Effect of the proposed change on the public fnances
(paragraphs 6 to 14) . R

Artificial enhancemont of taxation. Effect of the change
on the revenue and expenditure of Government
(paragraphs 11 to 18) . . . . 4 v

Effect on contracts. Effect on wages and tea industry
(paragraph 1B) . . o . A . 3

Other minor points (paragraphs 19 and 20} . AR

XLVIIL, —~Minute by the Honourable Sir Auckland Colvin,
dated 6th July 1886, on General Strachey’s
memorandum ;e |

Whether there is any extreme urgency to justify the
change of standard (paragraphs 3 to 6) . :

Comparative advantages of action and inaction (paragraphs
7 and 8) . . G % ’

‘Bearing of the measure in its relation to the Indian tave
payer and to Indian trade (paragraph 10) . . .
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X LVIIT—Despatoh to the Secretary of State for India,
Cri e N0y 88, dated 28rd March 1892 s :

| W Consideration of the silver’ question owing to sible
action by the United States if an Infernation Agroe-

b | ont iy nobarsived ab | . et e el s
| XLIX.—~Despatoh to the Secretary of State, No, 160, dated

. 21st June 1892 1o ‘ |
International Conforcnce to consider mensures for the
o rchabilifation of allvor (puragraphs 1 t03) . .

fffect of United States abandoning the attempt to maain-
" tain the nse of silver as standard. Effect on finances
©and Buropean Officers (paragraph 4) » ‘ .
India to close her mints if International Agreement, or
a divect agreement botween India and United Dtates, is
{ el ! impossible (paragraph 8) . § g . . i
L.—Minute by the FHonourable Sir David Barbour, dated
91t June 1898 swm L !
Distinction to be drawn hetween active circulation and
~ the total number of rupees in existence (paragraph 1)
Evon with a gold standard a large portion of the cireula-
tion would eonsist of silver coins. People would nse
silver coins (paragraphs Z2and 4) & 3 WLy
oseures required for introducing a gold standard (para-
gT&PhS 5t0 ?’) . - . L] - - L]
Tho ratio to be adopted for change from silver to gold
(paragraph 8) ‘ K . i . -
Contraction of the rupee ecurrency necessary in certain
oontingencies (paragraphs 10 to 12) : . :
Possible acoumulation of gold. How to be dealt with
(paragraph 13) . ‘ E 4 § :
Estimate of the additional demand for geld (paragraphs
Iy l‘i md 15 . " .‘ . o . . "
An International Agreement for the free coinage of both
silver and gold would be far better. 1f this cannot be
obtained aud if United States does not adopt free
ovinage of silver; India should sttempt to egtablish a

A gold standard (paragraphs 16 and 17) ¢ ‘ ‘e

: I}I.-—'-Noltiﬁcabions Nos. 2662, 2663, 2664, dated 26th June
893 e

(1) Recaipt-of govereigns at the Mint . ‘ ]

(2) Receipt of sovereigns in Treasuries . .

(8) Transfer of sovereigns to Paper Currency reserve

L{],—Extracts from minute by the Honourable Sir D.
Barbour, dated 16th October 1893 : ~=

Defleit in Budget Estirmates for 1893-04. Steps faken to
secure equilibrium. Stoppage of free coinage of silver
vot followed by a rvise in exchange. On the contrary
trade with China seriously affected, and reduction in
opitm revenue must be expected (paragraphs 6 and 6) .

Mero elosing of the mints would hardly bring about the
establishment of gold standard (paragraph 9) . .

Bpeedy establishment of gold standard most desivablo
{paragraph 10) . ; ¢ . ‘ ‘ ;
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The task has boen undertaken under specially unfavours

able conditions. Varions deviaen put fouw.rd (pam-

_ gl‘&phs 11 and 12) " . " I "
‘Only eound mothod is the reduction of the rupee eurrency.

The task will also be facilitated if remittances to :

' England are reduced (paragraphs 13 and 14) % k

LIII —Minute, dated the 17th October 1896, by the Honour-
able Sir James Westland, dlseasmng the propriety
of altering the rate at which gold should be received
in exchange for rupees from ls. 4d. to ls. 3d. i

L1V.«Minute, dated 22nd October 1896, by Mr. J. F. Finlay,

on Sir James Westland’s proposal to alter the gold

point 18. 4d. to 1s. 3d, . ; ! .

LV .—Despatch from. Secretary of State, No. 129 (Financial),
dated 5th August 1897 -

Proposal to re-open the Indian Mints to free coinage of

silver as part of a contemplated arrangement under

“  which France and the United States will open their
Mints to silver as well as to gold ‘ . , ¥
TLVI.—Despatch to the Secretary of State, No. 261, dated
the 16th September 1897, containing the views of
the Government of India on  the proposalg of

France and the United States . i 4
LVIIL=~Notification No. 4071, dated 11th September 1897
Receipt of sovereign at the Reserve Treasuries =

LVIIIL.—Despatch to Secrotary of State, No. 70, dated 3rd
March 1898 s

Contraction of currency was thx, main prineiple on which

the legislation of 1893 was based.  Stoppage of additions.

has diffirentiated the value of the rupee from that of

gilver. If cirenlation can be put back to the condition

in which it was a fow years before 1893, rmpee would be
raised to 16d. The scheme of 1398 contemplated this.
Stoppage of annnal additions was expected to bring about
the desired result before long. But various canges
operated to prolong the period. Still furthér affected
by abnormal state of trade (paragraphs 1 to 7) v

Accumulation of gold regerve not likely to be automatic-
ally attained. Process should no longer be prolonged.
Steps should be taken to sccumulate a reserve. . Reduns
dancy of rupee currenoy to be removed. Amount that
should thus be rednced. How reduction of currency to
be effected. This can be effected by suspension of Couneil
Bills. Bus this is not advisable. The rupees should be
melted and bullion sold. * The advantageq of this course

(paragraphs 8 to 15) ' . . .

Creation of gold reserve. This should be done by borrow-
ing in E ngland,  Power should be taken from Parlia-
ment to borrow up ko 20 millions sterling. ¥ive millions
to be borrowed at once and a}upped to Tndia \pamgm.phs
16 to 18). - . ¥ . .
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Receipt of Secretary of State's despateh acknowledged and
genaeral gratification expressed at the report of the
Committee (paragraphs 1and 2) A

G,

Xvii
: ' Paan
The uses to which the gold resorve would be puh, It
would first replace deficiency in rupes ourrency due to
gale of melted rupees.  Gold would flow into the country
under certain conditions. - The gold reserve wonld not
be parted with until these conditions are reached (paras |
graphs 19 and 20) . . . ‘ . AT, 607
When that stage is reached govereigns willbe recognised
as ourrent coin of the Empire. Operation of trade
would vajse exchange to & point at which gold will
flow into the country (paragraph 1) . TGN ib.
: 1va sheps by Govéernment would restore confi-
Taj{;ﬁgeofnsactgold will bg imported (paragroph 22) . 5083
Operation of ebb and flow of gold will take place through
the Government remittances (paragraph 23) . . b,
Kstimate of the cost of the operation (paragraph 24) . 509
Help by Her Majesty's Government (paragraph 25) id.
Measures would be weleomed by the mercantile commu-
nities and the public of India (paragraphs 26 and 27) . 43,
Examination of Mr. Lindsay's scheme (paragraph 28) 1/ d
Examination of My, Probyn’s scheme (paragraphs 29 and
30) , : ; A 3 4 v . o 6lo
LIX.—Minute by the Honourable Sir James Westland, dated
_ 18th January 1898, examining the currency scheme
proposed by Mr. A. M. Lindsay, of the Bank of
Bengal . BN iy . . . o 012
LX.—Minute by the Honourable Sir James Westland, dated
' 18t October 1898 :— . 617
Remarks on the system of managewment of the Govern-
ment balances in India (paragraphs 2 to 17) ib.
Remarks on the suggestion that Government wishes to
force gold into the country by oveating artificial
- stringency (paragraphs 18to 21) ', . $ o B33
Remarks about the allegation ss to the prevalence of illicit
coinage (paragraphs 22 to 24) . v . A . ‘b24
LXI —-Despateh from the Secretury of State for India,
No. 140 (Finaneial), dated the 25th July 1899 : — 526
Summary of Currency Committee’s Report (paragraphs
1t06).. v i : s 2 4 ; : ib.
General cononrrence in the recommendations of the Com-
mittee (paragraph 6) . ; - : N
Policy of closing Mints to free coinage of silver to be
mainiained. Pritish sovereigns to be declared legal
tender and Minis opened to free voinage of silver.
Rating of the rupee to the sovercign (paragraph 7) £0.
Management of gold reserve (paragraph 8) AT ¢
Improvement and concentration of hanking facilitics (para= :
graph 9) . ; ¢ ‘ i § ; ib.
Opinion against sterling borrowing (paragraph 10) . 3.
Further observations invited (paragraph 11) o >
LXI1I.~—Despatch to the Becretary of State for India,
! No. 801, dated the 24th August 1899 ;— 9238






1
_ FINANCIAL DEPARTMENT.

- Desparon mo Tue How'ppp THR _{Jc)nm or  DIRECTORS OF
i : s Comeany, No. 86, vatep TaE 2D JULY 18562.

; ' We have decided on bringing to the immediate notite of your Honourable .
Cotrt the peculiar position of the gold coinage 1n India. '
2, By Act XVII of 1835 of this Government it was enacted that . five,
‘ten, fiftesn and 30U rupegs gold pieces only ghould be coined in the Indian
Miunts, and that no gold coin chould thenceforward bg a legal tender of pay-
itories of the East India Company,

"ment in any of the terr:
8. By a subsequent Proclamation issued on the 13th January 1841,

" officers in charge of public treasuries were authorized .to receive freely the,
 gold coins struck under the provisions of the foregoing Aet at their denomis
" pated value until they should have passed a certain limit of lightness when
“ . they were to be taken as bullion enly, by weight. : 1
‘4. It is not clear what was the precise object; in'thus engaging to receive,
coins which were no longer a legal tender of payment. 1f the market price
of gold exceeded the denominated price of the coin in silver, then 1t was
certain that no gold would be received at all, whereas on the other hand if the
price of gold fell in themarket below the silver denomination of the coin,
_in that ease the Government would be bound #o accept payment jn a coin
that was of no vse to it, since it was not a legal tender and could not be re=-
issued in discharge of publie liabilities. '
5. The case would have been different had gold been permiited to conti-
nue a legal tender equally with silver, for then though the cheaper metal of
: the two would have had a tendency to displace the dearer as a curreacy, stiil
though gold were the cheaper, the Government would have been on equal
terms with the public, for it could equally have made use of its receipts in
gold for re-issue. ek ke
" 6. By adopfing the course it did of declaring gold no longer a legal
tender and yet undertaking to receive if in liquidation of demands, it laid
itself under the disadvantage of being open to be embarrassed with a coin
swhich was of no use and must ordinarily have heen paid for above its value
gince experjence has not shown  that gold and silver can ever retain o’
exactly the relative value to each otherof 1 to 15 as.to cirenlate indiserimis
nately as currency without variations of price. . - :
2. This incouvenient result is now forcing itsolf on our attention, and
threatens to become still more serious in‘consequence of the recent discoveries
of gold in New South Wales, : : '
8. The quantity of gold in the Indian Treasuries at present is upwards of
. 80 lakhs of rupees worth, and the tendency has been gradually, though some.
~ what slowly, fo increase for the last two years, This amount in itself would
not have embarrassed as, though obviously there is no advantage in being in
TR
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“possession of so large an ameunt of coin of which we can make no use in aid
of the pnblic expenditure in India. ' '

9. But we have resson to believe that speculations are already in progress

for forming connections with Australia for the express purpose of bringing up
gold when the direet line of steam communication is open next yearin order
to take advantage of the Government Proclamation of 1841 by which gold
* 1s still receivable at 15 rupees to thie so-called gold piece ; and in this case
we run the risk of being seriously inconvenienced by an excessive stock of

this metal, - :
- 10, It is true that gold might be made use of as a remittance to England

ig liguidation of a portion of the supply annually required for the service of

your Hon’ble Court’s Home Treasury, but as it might then go, notin adjust-
ment of the balance of trade hetween the east and the west, but only becanse

' it was of no use as coin in India, we apprebend that the possibility of so
employing it ean form no sufficient argument for continuing to receive what,
by the existing law, is not a legal tender of payment invthis conntry.

11, Looking at the question 'in this light we are of opinion that the
Proclamation by which gold iz now receivable into the public treasuries at
15 rupees to the Company’s gold mohur should be withdrawn, and the
existing law enforced thaf declares gold uot to be a legal tender of payment
in the territories of the East India Company. : ;

12, Unless therefore we receive your Hon’ble Court’s instruetions to the
contrary in reply to this letter, we ‘shall carry our views into effect, as we
consider the publie entitled to early notice of a change of praetice that must
materially interfere with their speculations in gold. -
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DESPATCOH PROM THE Hox'sta pup Courr ov Dirgotors or 'THE East
5 Inpia Coupaxny, No. 52, pA1ep 201 Qorosrr 1852, _
1. In your Despatch in this Departraent, dated the 2nd July 1852,
¥ No. 86, you draw our attention to the position of the Gold Coinage of India.

he effect of the Proclamation® of the 13th January .
1841, authorizing officers in charge of Pablic :

2. You observe that t

® Offieers in oharge of Pub-
*He  Treaguries are hereby
authorized freely to veceive
these gold coins (mobur, half
mohur, third mohur, and
double mohur) at the rates,
until further orders, respect=
ively, denoted by the dl:nm-
- mination of the ppiece, until
- they shall have passed the
limits of lightness allowed for
weoar laid down in the annexed

table, when they will only -

be rooeivable as bullion, and
be subject to a deduction of

Treasuries to receive freely, af their denominated
values, the gold coins struck under the provisions
of Act 17 of 1835, has been and likely to be
still more embarrassing to your Government,
The extensive discoveries of gold in Australia
having had the effect of diminishing its value rela-
tively to silver, holders of gold coin have naturally
availed themselves of the opportunity 'of obtaining

QL

at the Government Treasuries a larger price in’

gilver than they could -obtain in the market, and
gold not being- a legal tender of payment, you
are unable to e-issue the coins g0 received in

digcharge of public liabilities. Hence, under the

one per cent. for seignorsge. 3CD:
: exieting practice the flow of gold- coin into the

Government ‘T'reasuries is eertain to increase with the augmentation of the

supply and the eonsequent cheapening of gold bullion, whilst your Government
will not find it practicable to make any use thereof in aid of the public
expenditure in India, A

8. Under these cireumstances it is obviously important at once to check
the receipt of gold into the Indian Treasuries, otherwise every kind of specu-
lation in gold will be encouraged to the detrimént of the Government, But
we have never regarded the Proclamation of the 13th January 1841 as convey-
ing the interpretation which you give to it. It did not appear’ to us to
impose upon the officers in charge of Treasuries an obligation to give silver
for gold, but only to. authorize them fo receive gold in exchange for silver if
it suited their convenience to do so. In our Despatch ip this Department,
dated 28th May 1851, we made the following remark with reference to the
Proclamation in question-—=" For the public econvenience you may consent to
receive them (the gold coins) into your Treasuries, and to exchange silver
for them, at fixed rafes, but for your security you will decline to continue
to receive them at a loss, or, in othet words, you will refuse to buy gold above
its real value, and thus give an undue profit to the merchant at the expense
of the State.” : :

4, From the tenor of your present observations, however, we conclude
that you hold a different opinion as to the purport of the Proclamation of
1841, and that so long as it continues in force you consider it binding upon
Treasury Officers to- receive the gold -coins in exchange for silver at their
denominated values. In this view, we entirely apprave of yeur intention to
give immediate notice of the withdrawal of the Proclamation, but it will still
remain for you to-consider the important question, whether itbe desirable
to continue to denominate the gold mohur us equivalent to 16 rupees, when
its real value is shewn not to be so great, It may be premature at present,

02,
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or until further and more definite experience has been gained of the extent
of the new supplies of gold, to adopt a measure which would alter the
monetary denominations, yet as every day is forcing the subject into promi-
nence, it is well to be prepared to fake measures for adjusting the relative
nominal valaes of the rupee and the gold mohur when you may be able to

effect ity 2
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NorrroaTioN In THE Fivavcrarn® DmpARTMONT No. 26, pATED TEHE 22ND
! y ; Dacrusrr 1852,

B Se_et{on- 9 of Act X VII of 1835 of the Government of India, it was ;
enacted that thenceforward no gold coin should be a legal teuder of payment

in any of the territories of the East India Compauy and accordingly gold
deased, from the date of passing of the Act, to be 2 legal tender of payment
in the Company’s territorpies in Ludia. -

But by a proclamation issucd on the 13th January 1841, officers in

charge of public treasuries wére authorised freely to receive gold coing

struck in conformity with the revisions of the Act XVIL of 18356 at the rates '

indicated by the denomination of the pieces, until they should have passed
certain limits of lightness sot forth in a table published with the proclama-
tion, or until further orders and gold coins have been thus received in liguidas
‘tion of public demands up to the prefent time,

. Notice is now given that so much of the proclamation of the 13tk
January 1541 as authorised the feceipt of gold coins into the public treasuries
of Government will be withdrawn and cancelled from the 1st Jannary 1853,
and that on.and after that date no gold coin will be received on account of
payments dus or in any way to be made to the Government in any publi¢
troasuries within the territories of the Bast India Company.

Gold will continue as heretofore to be received into any of the Mints
within the countries of the East India Company for coinage wader the Act
and rules at present in force for the coinage of gold, but Mint certificates for

gold coins will be discharged in gold only, and no such certificate for gold

will be accepted in any public treasury in lignidation of public demands or
on aceount of any payment to the Government whatever,
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EX

Minvre, pATED 267 “Dmcmmser 1859, By mam Hoxoveanie Mn. Jaues
WILSON ON THE PROPPSAL TO INTRODUCE A GOLD CURRENCY 1N INDIA.

In the Financial Despateh No. 109, dated the 4th of November 1859,
from the Secrotary of Stafe, upon the subject of a Paper Currency for Todia,
the cousideration of the Indian Government is invited to the question which'
has recently been much discussed, of introducing the. English  Sovereigns”
or somg other gold coin into the circulation of Iudia, as being one intimately
eonnected with that of a Paper Currency. ;

2. The discoveries of gold of late years, and its diminishing price in
relation to silver, added to the great demand which has latterly existed, for
the latter metal for shipment from England to India and China, have com-
bined to create a strong public fecling gn favour of making use of gold in
some form or other as part of the cireulating medium of India. ' ;

3. No one will be inclined to deny thatif we had to begin asystem of
currency de novo, the most convenient of all the various systems now in
practice would be found to be that used in England, where gold is the *
standard, gold coin the general money in eivealatioa, and silver tokens of

~ Hmited tender, the subordinate coins, .

4. But we have to deal with a long - established standard of silver in
India, in which liabilities to a large amount, in the shape of public debt, and
obligations of varied character running over a long series of years, bave been
ioeurred in silver, For it must be borne in mind that a contract to pay &
given sum of money, is nothing mors nor less than a contraet to-deliver a
given weight of that metal which is the standard at the time the confract is
made, and that to alter or vary the standard, and to adopt another metal
because it 1 cheaper, is simply to enable the debtor to break faith with the
creditor. It is trne that the metal in which o debt has been contracted may
fall in value by a large increase in its quantity, but that is a risk which the
ereditor runs, and of which he has no right to complain ; in like manner the
metal may rise in value, but thatis a risk which the debtor incurs when he
enters into the transaction and of which therefore/e has no right to complain,
1f two men enter into a contract, one to deliver, and one to receive a given
quantity of wheat, at a distant day, however _much wheat may have fallen
in price in the meantime, the receiver has noright to complain any more than
the deliverer would have, had it in the meantime risen as much in price, But’
if the person whose duty it was to deliver wheat, finding that it had ricen
much in price since the contract was made, songht to deliver barley or sore
other grain, which in the meantime had bezcome relatively eheaper, the in-
ju'stiiee of such an attempt would be plain. But it would be equally unjust
after a contract had been made in a silver standard, to change the standard
into gold, because it was hecoming more plentiful, and ih relation to silver,
likely to become cheaper.

5. Since the first discovery of California this subject has been much
foreed into discussion owing to the various ways in which a great and sudden
increase in the supply of gold was likely to affect varioue eormtries. The
first impression was that a great fall would take place in the pries of geld as
measured in silver, Up to this time, however, the change in the relative value
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of these two metals does nof at the outside excged 5 per cent. Before the

" gold discoveries silver was rarely so low as 4s. 11d. the oz. j—~since, it has
; seldom reached or at least exceeded 5s. 24. the oz But under the apprehension
of ‘a fall the Government of Holland, proverbial for its caution, was the first

to take alarm, and having then a circulation of both gold coing and silver

coing, which were a legal tender at a fixed relation fo each other, they demoune-

tised the gold coin, leaving silver, the ancient standard the ounly legal tender.”

6. In Belgium a similar state of thivgs existed. Their standard and
chief coins were silver, but they had, chiefly for the convenience of travellers, -
attached a fixed rate to the gold coins of England and France, and had coined
20 franc pieces of their own. They followed the example of Holland,
demonetised gold and fell back upon the single silver standard and eoin,

7. In India coins both of gold and silver were in partial circulation,
The mint proportion which those eoins bore to each other was that of 16158 |
of fine silver to 1 of gold. The gold coin was not however a legal tender,
but as the intrinsic value of the gold coin in the market was at least equal to
the silver rupees which it represented, there was no diffienlty in passing
them, and the Government accepted them in the public treasuries at the
nominal rate at which they were coined, But as soon as the price of gold
began to fall, and the gold mohur piece was no longer of the same value as
15 silver rupegs, it was evident if the Government continued to receive them
into the freasuries without the power of paying them out at the same rate, that
a great accumulation of gold pieces would have taken place, which the Gov-
ernment could not use as money, and upon which in the sale it must have lost
considerably., To avoid this, the Government had the. choice of two plaus,
the one fo reduce proportionately the rate at which*the gold coins would be
received so as still to leave a margin for logs, the other to prohibit the receipt
of gold coins altogether and to accopt only the legal tender coins of siiver,

‘They adopted the latter. )

8. In the United States at that time they bad a double standard of gold
and silver, and coins of each metal, But as silver became dearer in propor-
tion to gold, it was shipped away to so great an extent as to lead to great
inednvenience for the want of small coins, the place of which could not be
supplied with gold, In 1853 therefore the American Government had °
recourse to the plan of reducing the weight of the silver coins (the dollar
 being reduced from 412% grains to 384 grains of silver), so as to make them
> ‘tokens like the English silver coins, limiting their tender to five dollars, and
thas adopting a single standard of gold. :

9. In France a double standard had prevailed at least since the decree of
Napoleon the Firsf in 18017 By that decree the relative value of gold and
silver was fixed in the proportion of 1 to 164, but as 6 francs aro retained af
the Mint for coining a kilogramme of gold into 155 pieces of 20 franes eachand
14 frauncs are retained for coining a kilogramme of silver into 40 pieces of five
francs each, the proportionate value of the two metals as coined is 1 of gold
to 15°54, rather above 154, of silver.

10, From 1801 to 1850 the market price of gold had always a tendency
to rise, and being more valuable in proportion to silver than the rate fixed by
the Decree of Napoleon disappeared altogether from ecirculation and com-
manded a premium ; silver consequently became the only aetual circulation.
Since the gold discoveries, the price of gold has fallen somewhat below the,
fixed rates, and in consequence, since 1850 a sum equal to one Awndred anmd
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dhirty millions sterling of gold has been coined af the French mint, anda
corresponding. amount of &ilver has been exported. For mauy years prior to
1850 little or no gold had been coined. This has led to a daily increasing
searcity of small coin and to great indonvenience as a consequence, And it is
quite certain if the price of silver continues to rise, that the French Grovern-
ment must resoxt to some such plan as has already been adopted in the United
States in order to maintain in cireulation silver coins for inferior denornina-
tions. Indeced it is chiefly the fact that a large portion of the silver coin now
in eirculation in France hag become considerably reduced below their full value
by wear that hag prevented their being exported. s
11. In all the Germaun States in which formerly gold coin civeulated at
fixed rates they bave been demonetized, and nuoder a Convention made in 18567
to which T shall have furtber to allude hereafter, silver has been reverted to

as the =ole standard, _
12. Irom these examples it would appear that wherever the integrity
of the singls standard had been in any degree departed from, the small change
in the relative prices of the metals which ﬁas taken place, not exceeding as T
have shown, b per gent,, hagimmediately led to inconvenience and to an altera.
tion in 'prastice'wbiuh in the matter of the money of a country is always to be
doprecated. In England fortunately the single standard bas not, been
tampered with, and it is -accordingly almost the only country in which no
change whatever has been made in consequence of the gold discoveries, No
doubt there were at first not wanting those who being owners of the ublic
stocks, or recipients of fized incomes, endeavoured to create afeeling in favour
of some change in order to avoid the depreciation in their property which
they apprehended from the reduced value of gold. But they were &t once
reminded that all contracts were made in gold, and that whether gold rose or
fell in value the contract as between debtor and creditor must be maintained.

18, With all this experience before us we are called upon to consider
how far it would be wise' again to tamper with the principle of a single
standard in India by admitting gold coins into the circulation under some
assumed regulation which would avoid inconvenience, gk by

14, I at once say that I know of no conceivable regulationy by which
such an object could honestly be atbained. But I am willing to consider all
the various proposals which have been wade for that purpose, These may he
divided iuto five heads. First, some propose that the “ sovereign *” or some ofher -
gold coin should be introduced, and which. shoald ™ cirenlate at its market*
price from day to day measured in silver, Second, others propose that such a
aold eoin should be made bearing the exact valne of a given number of rupees,
gay ten, and that it should be made 2 legal tender for that sum for a limited
period, say a year, when it shauld be re-adjusted and’ agaifl valued and made
a legal tender for a further similar period at the new rate. T%ird, some pro=

ose that the English sovereign should be introduced ae a legal tender for Zen

rupees, but limited in amonnt to twenty rupees, or two sovereigns,  Fourih,

some propose o preserve a single standard, but to change it from silver to

gold, adopting silver tokens for subordinate coins. Fifth, some propose the

- simple adoption of a double standard of silver and gold which all the others
repudiate, _ e ; :

15. As applicable to most of these schemes, I may remark that the chief -
object of a coin is that it shall represent a defined and fised value, well

known to the simplestof the people: When it is deprived of this quality
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it fé_redu_éed' to the mere condition of a commodity which is to be bought and

G

. sold at rates varying with the fluctuations of the markef, The true attribute

of the coin is thus gone.

16, 1his remark applies with__ reat force to. the fivat menbioned of the

four plans for supplementing the - Indjan currency with gold coin, And if
we consider what the practical effeet would be, the proposal must be dismissed
ag wholly inipracticable, Tet a gold piecd' be coined to-day representing the
exact value'in gold of ten rupees, to-morrow the price of gold either from a
eliémge'in' its infrinsic value or from an alteration in the exchanges with HEng-
Jand where it is the sole standard, rises to 10 rupees and four annas, next day
it riges to 10 rupees and eight annas, in a day or two more an importation
. having taken place from Australia it falls to 9 rupees 12 armas, and then to
9 rupees 8 annas, and so on, being influenced by all @he accidents from day
* to day which determine the price of .gold expressed in silver,

17. These Auctuations moreover may vot only take place from day
to day, but even during the same day. It would be impossible that smch
coins could snswer the place of money. The earmbists and money dealers
could no doubt buy and gell and deal in such coins just as they do now in the'
metal itself, but except the fact that the quantity and quality of the metal
would be ascerfained without weighing or assaying, they could just as ensily
deal in and buy and sell gold bars. To call a coin “ money ”’ the value of
which could not be vouched for from one day fo another, to say nothing of
~ the trouble of ascertaining and compufing the fluctuations, would be a mevre

misnomer, and it is certain thal no community would suffer the rigk and

indonvenience of such a system thut could possibly avoid it.

18, The second plan proposed, though not-open to the same objections,
is still open to others almost as grave, A gold coin is to be made the exact
value of 10 rupees, it-is by law to be declared a legal tender for that sum for
a year or some specifie period of time, bothin the hands of the Governwent

- and the public. During that period the price of gold measured in silver is

continnally falling, a profit is gained by the bullion dealers by importing gold,
getting it coined, and forcing it into circulation at the fized periodical rate.
As the year draws to a close, when it is known that the rate will be revised,
and the cirtulating value of the coin reduced in conformity with the full of
gold, every one makes an effort to get rid of the gold coin, a struggle takes
" place in which the public Exchequer takes a prominent part, for every one to
divest himself of gold coins and thus to avoid an inevituble loss. But on
some oné it must fall, and there could not but be great dissatisfaction in the
.~ public to find on a given day the value of a large quantity of the coin in its
. possession which they had no choice to refuse, depreciated by 2, 3 or 4 pex
cent, -

19. When the monetary convention was entered into between %he
Austrian Goverament and the states of the Zolverein in 1857, with a view
to obtain & uniformt and general currency, silver was adopted as the existing
standard, but as some States were arxious to refain a right of eoimng ggldm‘;

after the greatest congideration no better plan could be devised than this most; ‘

imperfect one, But the difficalty of giving a fixed value was found to be so
great that Article XVIII of the Treaty declares that —

“ The gilver value of the conventional gold coing will be alone 1'egu-hxtm1 by the relation

" of the supply to the demand, and they will therefore not possess the
ing an amount of legal silver coinage as a medinm of payment.”

property of represent~ .
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But it is further provided by Article XX
«That each State is to be at liberty to allow such gold coing to be taken at their
4reasuries in lieu of silver at a rate of exchange to bo beforehand decided upon, such pres
devided rate of exchange shall last at the 'utmost six montbs, and at fhe eclose of the last
month, is to be each time re-considered for the vext similar peried.”

20. As faras I can learn apd as might have been expected, a system
of gold enrrency so imperfeot and exposed to such uncerfainty has pracfically
remained & dead leter, To show the opinion which the partiés to the con-
vention entertained of the plan, they took care in Article XXII to stipulate
that’ all paper money issued by the State should be solely for silver and payable

Gl

in that metal. T may conclude then that il would not be thought desirable

to adopt this plan.

21, The next and third propesal is to permit the circulation of the
sovereign to a limited amount, say of fwenly rupees. This idea seems to have
originated in the system adopted in England of giving to the silver coins the
“ehdracter of tokens, not of full value and limiting the amount of tender.
But it must be borne in mind that while this can be done with the low priced
metal wlich represents swali transactions, it cannot be done with the high
priced metal, the chief: object of which is to represent large payments, The
objections to the plan may be thus stated. As long as gold was of a valae
above the ratio which the coin représented, it would not be cireulated at all,
but when it fell below that value, every effort would be made to force it into
use, The consequence would be that shop-keepers and small dealers would
recaive many of their payments in a coin with which they could not make
large payments without a loss, They might receive £100 in a day from 50
customers, and when they came to place the £100 in the bank or to use it for
a payment to a merchant, they would have to submit to a loss equal to the
discount upon the gold. From the mint regulations in England a similar loss
cannot bappen, A similar source of loss would be experienced by railway
‘eompanies whose fares would be paid in a coin which they could not dipose of
in large sums except at a loss, : iy j

99. The fourth proposal is to adhere strictly to a single standard but to
change it from silver to gold. As T have already said, I freely admis that if
we had to begin de novo, convenience would point t6 a gold standard with
silver token ecoins as the best. Although public opinion has been by no means
agreed upon this point, it is eurious to observe the fluctuations of views
upon this subject and how much they are governed by expediendy and' con-
venienee at the moment, In 1887 during the panie silver happened to be
rather abundatt in the London markef, and difficult to be converted into bank
notes or gold, not being a legal tender. A great pressure from the merchants

of London at that time, and again in 1847 under similar circumstances, was

made upon the Government of the day to admit silver into circulation,
exactly similar to that which now prevails in respect to gold where silver is
the standard, 1 have a very clever pamphlet lying before me euntitled “ The
Injury, losufficiency and Inconvenience of a Gold Standard,” in which argn-
ments are used quite as strong against that system as now prevails against
asilver standard. 1f a Government were to vacillate in a vital matoer of
this kind according to the convenience or interest either of the debtor class
or the creditor class, the integrity of any standard would be entirely lost.

23. But though I admit that a gold standard does possess superior ad-
vantages, yet, as I bave aiready shewn,in a country where all obligations

*



11

have been contracted to be paid in silver, to make a law by which they could
foreibly be paid in anything elss, would simply be to defraud the creditor
for the advantage of the debtor, and to break public faith,

: 24, The fifth and last plan proposed is to adopt & donble standard, such
as prevailed in the United States previous to 1853, and such as still pre-
vails in France. The system of a double standard is practically a permission
for the debtor to pay hig debts from time to time in the cheapest of the two

‘motals, As 1 have already remarked, when suoch a system has existed from
ancient times, and when undér it the great bulk of obligations have been con-

tracted, the ereditor has no right to complain of being paid from time fo time .

in the eheaper of the two metals beeause that was the condition of his contract,

But in cases where g single standard has long prevailed, the adoption of a

double standard is just as much a breach of faith as a simple change of the
gtandard. For it must be plain that the introduction of a double standard
is praotically the adoption of the cheaper of the two metals at the time.

925, But unjust as such a change would be, ingonvenient as a double
standard hag proved in practice, and inconsistent as it is in prineiple, yet 1
have no doubt if it is desired to have the uss of both metals in a circulation
of full value as coin, that it is the best mode in which that object can be
attained. Tn all the other ways in which it has been attempted to circulate
gold coin with a silver currency, the principle either of a varying value from
day to day, or that of a.periodioal adjustment of value, the coin circulating in
the meantime as a_legal tender, has been found needful. Under either of those
plans the holders are less or more subjected to immediate and individual logs ;
it the ease of perigdical adjustment as is proposed in Germany, it may be, to
eonsiderable loss. But in the operation of a double standard, the one coin
which is gradually becoming of less intrinsio. value, gradually and from day

to day, displaces the coin which is wundergoing appreciation ; large supplies -,
of the cheapening goin come from the mint, and corresponding quautities of

the appreciating coin are hought up and exported at a profit ; but as long

as the two coins circulate together, and to whatever extent they do so, they

_ are, in the hands of the public, of the same nowminal value, and continue,
without any intermission, to apswer the same purpose for all daily uses,

Howaver objectionable therefore a double standard may be, and” however in-
consistent with theory, 1 hold it to be the least objectionable of all the plans
yet proposed for combming the use of the two metals in coins of: full intrinsic
value circulating in the same currency. :

28. But T would ask, what advantage could be expected from the adop-
tion of gold in India, Upon this subject there is, I believe, much confusion
of ideas. It is said that gold is becoming more plentiful, and that the
“demand for silver is making it scarce. Now the extent to which this is true
in practice must be measured by the rise which has taken place in the market
price of silver, which I have shown does not exceed 5 per cent, But suppos-
ing it were greater, would that be a reason for uging gold ? If India requires
a supply of the precious metals it ean only be obtained in exchange for
its products in foreign markets, an@ the quantity of those metals, whether
of gold or silver, will be obtained in the exact p.rnportion which they
bear to the products of Todia for which they are exchanged. India is quite
as weil off to receive silver as gold, and perhaps better inasmuch as silver
seems to be an appreclating metal, while gold is probably still falling. Nor
can it be deemed to be a disadvaniage to India that the silver remitted for its
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producte bas to be obtained in exchange for the gold received from California
or Australia in London. These d ifferent movements in the distribution of
the precious metals to the points at which the exchanges of the world direct
them, are all determined by general broad principles which are self-ncting and
which any artificial attempt to disturb or control can only tend to derange,
27, In whatever form India receives its payments from the exterior world
for the balance of its exports over its.imports, whether in gold or in silver, can
matter not, €0 long as the full value is received. | - :
_ 98, T know it is said that gold coins are much more convenient for nir-
cnlation than silver, If this refers to the removal of Government treasure
from one part of the country to another, then I much doubt if any. important

‘advantage wonld attend gold coins. The expense of removing coin is no doubt

in a very small degree determined by its weight and bu k, but to a much
greater extent by the necessity of protecting it It would require just as
much of an esoort to protest the sum of £i00,000 in gold, as if id silver, and

G

perhaps even more so, inasmuch as the compactness and lightness of gold wounld Y

render it & more tempting and handy prize to the robber, than bulky and
weighty silver,- Again I doubt much whether there would not be somewhat
greater danger to locsl treasuries confaining gold coin than silver. Itisa
very suggestive fact that during the Mutiny the gold mohars of 15 rupees
commanded such a premium owing to their greater convenience for conceal-
ment or temoval that the price of 26 and 27 rupees was given for them,

29, But if the convenience referred. to alludes to the use of gold coins
for private expenditure, then 1 readily admit their value to that extent. But
I would submit that for this purpose, and for.all others that have been sug-
gested, a well regulated paper currency, such as 1 have described in another
Minute of this date, would answer much better, while the ancient single stand-

‘ard of the countryin which all existing obligations have been contracted

would be maintained in all its integrity.
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| Bxraior rRoM A Minure By tE Hon'Bim &, Lava oN map PAPER
it Cuorerevoy Birn,

1. “Theve is another point of considerable importance, on which I purpose
to infroduce an amendment. .
_ “The Bill, as now framed, con
of gold from the cironlation of India, -

. 7 9. «1 must.confess that I feel very reluctant to base a great measure, for
veforming thie cirenlation of India, on the total exelusion, for all time to
come, of that form of the precious metal which s indisputably the -most
convenient for many purposes, and which is the chief or sole standard of all
the principal nations of the civilized world, with which we have commercial
intercourse. : : o)

! 8, “ Surely it is not desirable that the trade of India, with such conntries
‘as Australia or the United States, should be for ever taxed with the difference
"of tho cost between sending gold direct here, or sending it first to Liondon,
then probably to France or Germany, to exchange for silver, and finally send-
ing that gilver to Bombay or Caleutta. : i,

4. ¢ It is universally admitted that, if we could begin de novo, the Epglish
system of a gold standard, with a silver token currency for small amounts
and convertible paper for large payments, would be the most desirable ; and,

i we cannot at onee attain this object, we ought, at least, to approximate to -

it a8 nearly as we can, and ieave an opening for possible further progress. |

B, 1 am aware of the arguments urged ia Mr, Wilson’s able Minute of
the 26th December 1859 against any form of a double standard,

¢T do not concur with many of these arguments, more especially with

the fundamental ons, which lays down that it would be a breach of faith,

under any circumstances, for the State to pay in gold liabilities contracted in

* silver, , i

6, Soveral of the principal nations of the civilized world have practically
changed. their standard, without suspicion or breaeh of faith: France and the
United States, for instance, from silver to gold, Holland and other States,
from a double standard of gold and silver to one of silver only ; and if this
wore the only obstacle, I think arrangements would be easy by “which the
public ereditor " might have ths most ample security for being paid in money,

renresented by coin of not less intrinsic and not less ekchangeable wvalue than
P Y ﬁ |

that which represented money, when the debt was contracted. .
w4 But1 do not wish to discuss the subject further, for the other practical

dieunltics of introducing a gold curremcy, concurrently: with the enormous

silver gurrency now in existence, are, if not insuperable, so great, that I sbould
be afraid of delaying the measure indefinitely if I attempted to solve them,

g, « All that I-propose is one simple alteration, not at all inconsistent with
“the principle of the Bill, as it stands, and-of a silver standard, It is this :—

R England, where gold is the sole‘standard, the Bank is anthorized

to issue papet, to the extent of not more than one-fourth of its- circulation,’

against silver. , !
9, *“ 1 would revétse the process, and provide that, of the paper eirculation
of India to be issued against actual coin or bullion, a proportion, nof exceeding

o

té‘mpla.bes the absolute and entire exclusion



one-fourth, might be issued against gold coin or bullion, at rates to be fixed
by proclamation, and which might be periodically adjnsted with proper notice.
10. “ The rate would have to be fixed so as to secure the State from risk of

loss in having to eonvert this gold into silver, in order to meet the notes -

which had becn issued against it ; and this would necessitate a low rate at
which gold wonld probably not be taken to the Mint, to exchange for paper
under ordinary circumstances. But, on special occasions, and in particular
transactions, it might be a great advantage to the mercantile community to

. know that gold could be made available;,"as money, at a fixed rate; and T |

think it not impossible that, with a minimum value thus established at which
it eould be taken at the Mint, and at Government Treasuries, the superior
convenience of gold -and its attraction for the Native population, might give
it a marketable value, at which it would be largely imported. 1f, for the sake
of illustration, the sovereign were taken at the Mint and principal Treasuries
at ten, cr the gold mohur at fifteen rupees, it is quite possible that their
wmarket value would range up to eleven or sixteen rupees respectively; in
which case, without risk to the Treasury, and withont disturbance to the
silver standard, gold would fiow in; a great convenience would have been
afforded to international commerce, and to the general public; and a founda-
tion of experience laid upon which, after eareful induction, it might e possible
~ to go further in the same direction, !

“1f, on the other hand, gold did not enter info circulation under these
~ eonditions, it wonld prove that silver, with a secure and convertible paper
eurrency, gave perfect confidence, and answered all the wants of trade and of
the community ; and the enactment would remain a dead letiter, and be per-
fectly harmless, ¢

# The object would be attained by a shoxt proviso at the end of the 9th

Section,”

G
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ExtracT, ranas. 2110 24, or A DEspaton vroM THE SECRETARY OF
i StatR, No. 75, pATep 28D May 1861.

21. “1 am not ineensible to the possible advantage which might arise
from the introduction of the sovereign as the current coin of India (as it is,
I believe, in Ceylon) ; but, at the present relative intrinsic value of gold and
silver, no combination of Tndian goins can express the value of the sovereign,
If, by any change in the relative value of the two metals, a sovereign and

0 rupees were to bécome of equal intrinsic value, the sovereign might
readily be introduced, and become the standard coin of India; but at present
ib can only be taken at its value as gold, and that value will vary from time
to time, according to the demand at the moment for that metal,

22, “This value must be determined amongst traders for themselves ;

and the Government will only embarrass itself, and effect no purpose, by .

attempting in any way, to vary or alter the ordinary operations of trade.
~ R3. “If gold ghould ever become the standard of India, the reserve of
~ the Issuing Banks would be held in gold, and not in silver, and in that case
‘all this provision of the Aet would have to be changed. :
24, £ 1 will not, however, object to the power given by the clause; but
I desire that it may be used to a very limited amount, and only in the Presi-
dency towos.”’

.
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VIIL
Exinact rroM ‘A Miznure BY tap Hod'sie 8. Liaiva oN CURRENCY AND

 BaNkING, paTED 77 Max 1862 -

1. “ The only remaining point to notice is as to the partial introduction of
gold. I bave always thought that the step taken by the Indian Government
in December 1852, of ref using to accept gold at the Government Treasuries,
was a mistaks, Gold being ‘the most convenient and portable metal, and
becoming more and more every day the currency of nearly the whole ecivilized
world with which 1odia bas cominercial bransactions, it seenmis to me very
undesirable to exclude gold altogether from the ordinary range of its monetary
transactions. X N , ] # '
9, “ Were it possible to ereate de movo a cnrrency for India, there ean be
little doubt that one similar to that of Mngland would be the best, viz., with
a gold standard and gold coins. for moderate sums, a silver token currency for
small transactions, and notes representing gold for large amounts, But with
a silver standard and an immense silver coinage actually existing, the introdue-
tion of a gold coinage becomes difficult. e ‘
3. %I do not agree with many of the objeetions which have been urged
against the adoption of a double standard, and if the alternative had lain

" betiween this and the zbandonment of the principle of uniformity, by issuing
notes in distinot circles, I should not have hesitated to prefer the double

standard, e :
4, “But this object being attained, there are no doubt difficulties in the wa'{

of a double standard, which 1t is better to avoid, and in fact the adoption of

a double standard may be probably looked upon as a transition process to the

‘abandonment of a silver and substitution of a gold standard.

5. “This involved an amount of change which, especially under existing
circumstances, when a season of tranquillity and repose 1a  financial aad
monetary matters 18 very desirable, I was. not prepared to recommend ; and
acoordingly the only provision respecting gold inserted in the Currency Act
Wwas one %y which the Government were erhpowered to issue notes toa limited
extent, never exceeding one-fourth of the issue represented by coin or bullion,
against gold coin or bullion, at rabes to bs fixed from time to time, and 0ot
altered without six months’ uotice.

8, “The object of this was simply to leave the door open for cautious und
tentative experiments with regard to the future use of golds The importation
of gold already exists and is increasing, and the metal i3 g0 mueh appreciated
by the Nutive population as generally to command a preminm. It might
' therefore be a convenience to impprters, and an encouragement to'increased

i mportation, if it were known that a certain guantity of gold could always be
converted into money at a fixed rate, while, if this rate were fixed with a liftle
margin below the ordinary market price, and adjusted, if necossary, every

gix months, no risk of loss to the Government would. be expevienced. Thus,

if the use of gold became more general, and its value more fixed,
gome further step might be taken ; bub in the meantimé the clause would
only be acted upon where it was shown that it would be a convenicnce to
commerce, and that the Government would run no appreciable risk. TIndeed
I should recommend to Government to wait for a year or two’s experience of
the working of the system just inaugu
this" clauge as to gold into operation, vnless upon an application from the
mereantile community of one of the Presidencies, based upon strong grounds
of oractical convenience, in which ease notes might be issued for gold ab a

saff vate at the Central Office of Lssue of that Presidency.”

after a time,

rated before they take any step to put

Q.
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VIII.

Minore pATED 8ti Marcm 1864, BY His ExornieNoy LITUTENANT-GENE-
. RaL SIR W. Maxssieip, K.C.B.

. Caarreg 1,

The Memorial of the Charaber of 'Corqmlarca should be supported.~—Mr, Wilson's
* opposition to 8 Gold Curreney in India.~Necessity of aupwering
; his objections, ‘

The memotial of the Bombay Chamber of Commeree, praying for the

. introduction of gold currency mto India, is, T trust, the beginoing of a
* veform whieh is much required by the circamstances of the country.

When we consider all that may be said in favour of the reform, and how
litble can be asserted against it a.reasonable expectation may be entertaimed,
that the prayer of the ‘memorial will nek pass unheeded by the Sapreme

_ Government and the Right Hon’ble the Secretary of State for India,

1t would be difficalt to put the facts whieh tell on the side of the pro-
posed change, more cogently and clearly than has been done in the memorial
tnder consideration, There is, nevertheless, the weight of a great authority
in opposition, which must be removed by argument, hefore we can hope that

~ success will atfend the movement of the reformers.

. That authotity ie the opinion of the lamented Mr., Wilson, who died at
Caleutta as Financial Member of Council in 1860, This gentleman, distin~

" guished ‘alike as a linanecial statesman and a great ecopomical writer, rested

his objections to such a reform as is now asked:for, on tbree grounds:—
Firsily~That the change to a gold currency would involve breach of

faith with the ereditors, who had contracted their obligations in the form

of silver, « ;
Secondly,~That it was opposed to much of Buropean precedent and

_ example.

And thirdly.~That seeing that silver was now the legal tender, be could

“perceive no particular good in change, although he admitted that it would

-have been an advantage to the country, 'if gold had been the original legal

tender instead of silver.

A careful perusal of Mr. Wilson’s minnte of 26th December 1869 ““on
the proposal to introduce a Gold Currency into India,” bas convinced me
that the grounds of his opinion are in point of - fact rYallacies, which are in-
compatible with the development of the people, and with a feeling of equity
towards all elasses, the poor as well as the rieb, indebled (in which I inclnde
ihe State) as well as the capitalist and the owner of land, :

 That minute has convineed me that, while Mr.‘WiIson allowed his
imagination to be excited by the pussible depreciation in the value of gold,
as the effect of new gold mines might be still more felt, he overlooked the
corresponding circumstance, that if, as he expected, gold throughout the world

should fall &till more in value that it had done whea he wrote, silver, if

stationary in the amount produced, would proportionally rise. He thus
neglected to co'n_sxder that, as & means of appreciating value, silver was

D
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in truth as uncertain as gold, this being true, both with regard to'new con~
#%racts heveafter to be made and to those of ancient date.

'Fhe perusal of his epecehes and minutes on Indian Currency, has farthor
persuaded me, that Mr, Wilson’s views were formed without sufficieat atten=
tion to tne social condition and the habits of the great masses of the people
of India, . - ; ; SRR

He way thus led into error, both with regard to what it js possible to
effect in the execution of curzency changes and to the wisdom of reforms, to
the general entertainment of which the popular mind has not yet been suffici.
ently educated. . : | : ;

It has appeared to we, therefore, to be a dnty for some one to examine
Mr. Wilson’s minute and his views on the subject of o gold curensy for
India, aceording to the principles of Political Heonomy, of which he has so

oftea been the able and uncompromising ex ponent,

The necessity of the investigation which, in the pablie interest, thus seems
to me most urgently véquired, has apparently not eocarved fo any one else
‘in this country. - T proesed, thérefore, with mach diffilenee, to take the
doty on myself, : il : _

In deference to the great authority to which T find ‘myself opposed, and
to the importance of the enquiry, I bhave been obliged to take nothing for
granted, but to follow Mr. Wilsin’s own ax-ampi, when in a geries of
admirable arvicles he criticised the Bank Act of 1844, In shorf, atthe risk of
a charge of tediousness, L bave felt it incumbent on me to consider the
prineiples on which rests the idea of a Carreney, ) et

These being kept steadily in view, T has besu sought to apply them in .
answer to Mr. Wilson’s minute, and in sapport of the demand which has

now eame'%rom the Bombay Chamber of Commerce,

Cuaprrer 11

"TThg economy of Gold as a medium of Currency as compared with Silger~The
practical consequence. Yo { i ¥

~ A Currency is the machinery of domestic exchange. ‘So much of the
medinm as is absorbed in tha metallic carrency of a lcountry is the matorial
of the machiuvery. . ' pE

The precious metals absorbed in a.currency, are so muaoch of the capital of
a country -whichl ie devoted by the community te save it from living f0 & sbuks
of barter, Whe profits of the ocapital so employed retarn in the form of
gonveniencs, and the saving of labour and time. A

The material or metal may be cconomised by the nse of paper in various
forms, but it being admitted that paper must always bo . convertible, it is
sufficient to say that the metallie carreney is-the basis er wmaterial of the
machinery, by avhich the ‘operations of modern commerse are rendered
possible, _ : . ]

It would seem, then, that when a community determines what shall be its
wetallic medium of currency, it should ecavefully sonsider the eonditions of
economy which it may present, 4s compared with other media,. ' ]



“gilver bas beeume an<intoleable labour,
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" Whus if & given mediom, as being of more value, be move portable than

~ another, it is preferable on such an acconnt, Copper is better as a eurtency

medium than ivon, silver than eopper, gold thao silver ; on this ground alone,

neoording to the advance made v a community towards wealth, and in the

congequent increase in the number of ¢ransactions, to which it daily commits
iteolf, 8o long as a community is very poor, the rude ourrency of iron or
copper may. suffice for its wants, A silver coinage is the indication that the
gommunity has passed out of the vanks of poverty.

When it ig discovered that even to oarry about the increasing masses of
for which daily commerce in selfe
defence must find o substitute, we may be sure that a community has made an
immense stride towards the possession, not only of moderate but of groab
wealth. : iR
It is observed in such ‘circumstances that & more valuable mediam of
daily exchange shonld be substituted for the silver, an d gold, unless prevented

by legal vestriotions is sure fo adyance, to substitute iteelf for the silver,~

and to perform the duties hitherto discharged by the displaced gilver,

But there are other repsons besides those of more portability, all of which
tend direetly to = like result. Thus whenever a large quantity of the prgcioud
smetals is brolen up into eoing, and is. constantly going througha course of

© eiroulation; & x&;.tain wenr and tear or waste of the metal so employed tales ..
" place, in other™

ords, an immediate loss of the National Capital.
1f a coin of one metal (gold) is equal to ten coins of apother metal (silver)
assuming that a like degreec.of purity, bardness, and duiability is mechan-

siaglly, given to bath, it would seem at first sight that the degroe of wastage

in both would be exactly proportionate, and therefore that the vesults of loss to
the national capital on this account wonld be equal. But this i3 not so for
the following reason : the coin of preater value, is pob so eften fnrned over

_in the affairs of petty commerce as that which is of less value, and con-

gequently the former escapes wach of the wear and tear which attends the

Jatter.

Again, the coining operations of the ‘Mint, involving agsay and manus
faoture, are reduced in amount, and ‘therefore cheapen coin in an inverse ratio
to the value of the coined medinm, Jihes

Thus if 8 sovereign bo equal o ten rupees in intringic wvalae,” it is many

 4imes cheaper to coin gold . for general use, than it is to coin silver. The
‘mechanieal economy would be considerable, if it afforded marely a sulficient

quantity of eoins, for the daily purposes of domestic exchange.

 Bub the reserves of the precious metal established as legal tender must
be'in great measure eoined to meet drafts im accordance with legal domands,
Consequently, o larger coinage must inevitably take place than would actually
suffice for daily use. This is still move enhaneed by the faet of tlie exporta-
tion of coins 1n the form of a commodity of trade, merely oun account of
their value as such, and without respeet to their being a monetary element

- in the cowntry they are leaving. . :

"

Such congiderations are particularly important in. Tndia, whero so much
of the coined medinm is retained in private hands, owing to & marked
‘peculiarity of eastern habits. In comsaquence of this, a vast number of
millions of rupees is kept in reserve by the -people, on which the minting
Jabour has been expended. ' -
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