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gx-aph 10) * . . - • - . ib.
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1 8 5 3 : -  6

Proclamation of 1841 withdrawn . , . « ib.
IV .— Minute, dated the 25th December 1859, by the Honour­

able Air. James Wilson :— 6
Gold would be preferred if currency system was to be 

begun de novo (paragraph 3) , V  v • • ib .
Alteration, of standard would affect contracts (para­

graph 4) * , . • * ib.
Demonetisation of gold by Holland and Belgium and 

India (paragraphs 5, 6 and 7) , . . • ., 7
Action of United States and France (paragraphs 8 , 9 

ana 10) . » * » » < • . ib.
Gold demonetised in Germany (paragraph 11) » • 8
Refusal of England to change standard (paragraph 12) ♦ ib.
Varion.. proposals considered (paragraphs 13 to 28) . ib.
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8 to 10) . , ib.

V I....Extract, paragraphs 21 to 21, of a despatch from the
Secretary of Hate, No. 7b, dated 2nd May 1 861 :—  15
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way o f  such Introduction (oaragraph 211 . . ib.
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remittances and on prices , . . . . ib.

(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 . 300

X X X II . — Despatch from the Government of India, to the
Secretary of State for India, No, 428, dated 9th ,
November 1878 :—  g;;0

Conclusions in the Despatch of 13th October 1876 were of 
a negative character, although the general result was to*, 
point out the impracticability of adopting a gold 
standard and the incompleteness and uncertainty of 
adding pure silver to the rupee (paragraphs 2 and 3) . ih.

Notice taken of the proposal to adopt a gold standard
without a gold currency, hut dismissed (paragraph 1) . ih,

Probable fall in the value of silver brings fcho subject 
again up (paragraphs 5 and 8) . . . . ib,

Pali in exchange is due to a considerable extent to the 
special position of political and commercial affairs.

*• This fall to be distinguished from variations in par of
exchange (paragraph 7) . . .  . . . 311

Further fall expected from action o f other nations (para­
graphs 8 and 9) . . . . . . .  ib.

Serious disturbance caused in Indian .finance (paragraphs 
.10 tO 11) a . . . . .  t .

Effect on the value o f Government security of the fall in ,
value of silver (paragraphs 15 and 16) . , , 312

Effect on the trade of the country (paragraph 17) . . ih,
Other difficulties (paragraphs 19 to 23) . .  . 313
Question of closure o f  the mints to silver and adoption of 

a gold standard further to be considered (paragraphs
24 to 3 9 ) ..................................................... ..........  . 314

Breach of faith involved in altering the standard (para­
graphs 40 and 4 1 ) ..................................................... . 3 1 7
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How prices in India have been affected by the fall (para­
graph 42) . , , . . . 3 * 8

The rate to be adopted in fixing the gold standard (para­
graphs 43 to -it?) . * . . . .  ib.

In closing the mints to silver measures should bo adopted 
for the free expansion of the currency. What measure 
should be taken. To undertake to give silver in ex­
change for gold, oi‘ to open mints to coinage of gold, not 
advisable. The object should be attained by allowing 
coinage when rupee reaches 2s. and charge a high 
seignorage (paragraphs 48 to 51) . . • , • 319

Amendment of paper currency law necessary (paragraph
52) .....................................................  - 3 2 0

Ho interference with coinage under the Native Coinage
Act (paragraph 53) . . • . « » ib.

Import of coined silver to be prohibited (paragraph 54) . ib.
Bullion imported before prohibition to be admitted to

coinage (paragraph 55) • . . . .  ib.
Power to terminate the law by executive order (para­

graph. 56). - . . . . .  ib.
Subsidiary powers and measures (paragraphs 57 to 64) . ib
Effect on export trade (paragraphs 65 to 67) , . . 322
Fall in the value of the hoarded silver (paragraph 69) , 323
Results of the action proposed (paragraphs 70 to 7jf| . ib,

X X  X. III.— Despatch from, the Secretary of State, No, 502,
dated  18 th  D ecem ber 1879 :—  . 325

Reply to the foregoing despatch. Circumstances 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) . . . ib.
X X X IV .—Memorandum, dated 2nd June 1880, by Mr. II.. B.

Chapman, on an International Bimetallic Standard 
measure o f  v a lu e :—  338

Prefatory remarks (paragraphs 1 and 2) . , . ih.
Distinct ion between a standard and an instrument of

exchange (paragraph 3) - - • 337
.Distinction between substantive and representative money

(paragraph 4) * . . . . .  ib.
Value of material of standard. Object of a standard (para­

graph 5) . . • . . .  ih.
Instability of existing standards (paragraph 6) . , ih. #
Causes of their recent disturbances (paragraph 7) , 338
Conclusions in 1876 that the-value of gold and even silver

had risen (paragraph 8) • * ib.
Subsequent phenomena confirm the conclusions o f 1876

^paragraphs 9 and 3 0) . . . . . .  ib-
Conclusion confined to facts apart from their causes (para­

graph 11) » * ■ " • * ^39
Pall of value of one commodity implies rise of that o f its

correlative (paragraph 12) . . . . . ib.
Value of silver and gold still higher than in .1873. v-

Future of -.diver still doubtful (paragraph 13) , . ib.
Los- to Indie from enhancement of her fixed gold obliga­

tions estimated at 21 orores of rupees (paragraphs 14 
and 16) . • • » . * * . ib.
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Advantages expected from Intimotional bimetallic stand*
a i'd (paragraph 17) ■ 340

Fluctuations of exchange. Their main causes. Advantages 
of their elimination not to be over*rated (paragraphs 18 
and 19) . * ;  * 341

International bimetallic standard existed under French 
Law of 1803 (paragraph 20) ■ . • *

Its effect upon the stability of exchange (paragraph 21) . ib.
Bimetallic standard not essential to stability of exchange

(paragraph 22) . . . .  . 342
Stability of standard. Injurious consequences of its 

recent disturbance. Should not be liable to disturbance 
by action, of one nation (paragraphs 23 to 26) . . ib.

The best international standard measure of value (para­
graph 27) - • • • ■ • 343

Such a standard must be gold, silver, or a combination of 
the two (paragraph 28) . . . .  ib.

Stability of standard to be distinguished from stability of
exchange (paragraph 29) . . . . . .  344

Causes o f values of precious metals (paragraph 30) . . ib.
Uses .of gold and silver. "Waste in works o f art insignifi­

cant. Use of precious metals for active money creates 
but, small permanent demand upon stocks.^ Value of 
precious metals wholly dependent upon their uses for 
storing value (paragraphs SI to 34) . . .« . ib.

True' use of precious metals always to store value (para­
graph 36) . . * . * • . 84o

Distinction between active and passive money (paragraph 
36) . . . , . . . 346

Pressure of demand upon precious metals for storing inde­
finite (paragraph 37) . . . . . .  ib.

Their efficiency for this propose not intrinsic, but depend­
ent upon human laws (paragraph 3 8 ). . . , ib.

Recent practical examples of their truth (paragraph 39} . ib.
Precariousness of their value under present conditb ns

(paragraph 40) . . . . . .  347
Relative values o f precious metals are under human

control . . .  . . . ib-
Production and stock o f the precious metals (paragraph 

42) . . , . , . 1 , . ib.
Effect o f German demonetisation upon their relative

values (paragraph 43) . . .  ib.
Gravity of the risks lest other communities should follow 

suit (paragraph 4 4 ) .......................................................348
Interior stability of monometallic standard (paragraph 

45) , . . , * • . » -■■ » ib.
Various forms o f the bimetallic standard (paragraph 46) , ib.
Existing correlation of gold and silver (paragraph 47) „ ib.
Inefficiency o f the existing correlation, even if it could be 

made permanent (paragraph 48) . . .  , ib,
Guarantee o f status quo rejected. Also the method o f elec­

tion or amalgamation. Also that o f associating the two 
metals in fixed proportions (paragraphs 49 to 51) . 349

Other possible methods. These serve to illustrate prin­
ciple and show efficiency of human laws (paragraphs 52 
and 53) * . , . . . . .  ib.
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TIj0 French method, Its efficacy in maintaining the 

stability of exchange and of the standard measure of 
value (paragraphs 54 and 55) . 350

Stability o f such standard, Effect of its general adoption 
upon creditors by existing gold standard (paragraph 56) ib.

Proper ratio between gold and silver in such a standard
, (paragraph 57) .....................................................351

Proposed Union (paragraph 68) . "  » . , ib,
, Conclusions recapitulated (paragraph &J) . „ * ib.

International Mint Regulations (paragraph 60) ,  ,  363
Subsidiary currency reforms (paragraph 61) . , . ib.
Effect o f international bimetallic standard upon metallic 

currency (paragraph 63) . . . . .  ib.
bold might possibly disappear from active circulation.

But too much weight not to be allowed to this disadvan­
tage (paragraph 63) . , . . . . ib.

Additions to the stock of the preoiong metals since 1851
have caused no lasting loss of their value (paragraph 64) 858

Concomitant increase of human wealth (paragraph 65) . ib.
Probable connection between these phenomena (paragraph 

56) . . .  ib.
Threatened contraction of supply of the precious metals

(paragraph 67) . . . . .  ib.
Cosmopolitan character of the question. Interests of 

India. Importance o f the problem (paragraphs 68 to 
7 0 ) .....................................................  . « 354

X X X V .— Note by Mr, T. C. Hope, Secretary to the Govern­
ment of India, Financial 3.)epartnaent; dated 9th 
April 18 81 :— 353

Proposed representation o f India at the Bimetallic Confer­
ence to bo held in Paris . . . . .

X X X V I.— 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 3 to 5) . , . ib.

Inconvenience of depreciation of silver not greatly felt in
England (paragraph 6)  ...........................................367

Indian interests. What, are true Indian interests. The 
degree to which Indian treasury is affected (paragraphs 
7 to 10) . » . . . . . .  ib.

But a false step might lead to greater evils. Remarks on 
bimetallism. What is the true cause of the divergence 
in the values of the two metals (paragraphs 11 to 14) , 369

Present currency system of India. W hat it would be if she 
were to join the Bimetallic Union. Fundamental prin­
ciple of bimetallism (paragraphs 15 to 19) » • « 371

Main argument adduced against bimetallists accrued (para­
graphs 30 and 31) . . . .  . . 373

No economic fallacy in theory of universal bimetallism
(paragraphs 32 to 32) .  . . .  . . 374

X X X V II,- “-N o t e  by Mr. T. C . Hope, dated 12th  May 1881 380
Further noto on the representation of India in the Bime­

tallic Conference. Proceedings of the Conference as 
reported in newspapers. Proceedings sheets not un­
favourable . . . . . . .  ib.
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X X X V III  --  Note by the Honourable Sir E, Baring, dated 13th
May 1881:—  386

Attitude of the India delegates at the Conference, Views of 
the Government of India must be definitely placed be­
fore the Conference ib.

X X X IX .— Despatch to the Secretary of State for India,
N o . 148, dated  10th June 1881 :— 388

Proposal that India should join a Bimetallic Union, Im ­
portance to India of the subject. India should join the 
Union if it is necessary . . .  ■ . . ib.

X X X IX -A .— Minute by H is Excellency the Governor Genera!
(Lord Bipon), dated 10th June 1881, enclosed in 
the above despatch . . . . .  392

X L .— Despatch to the Secretary of State, No. 45, dated ,
2nd February 1886  :—• 394

Uncertainty regarding the future value o f gold and silver.
Its effect on Indian finance. Further 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. ib.

X L I.—Despatch from the Secretary of State for India.
No. 194, dated 8th July 1886, forwarding corre­
spondence with Her Majesty’s Treasury on the sub­
ject of the Indian currency 401

(1) Letter from Sir A. Godley, to the Treasury, dated 17th
March 1886 . . . . . . .  ib.

(2) Letter from the Treasury, No. 1728— 4707, dated 31st
May 1886 . . . . . . .  ib,

(3) Letter from Sir A. Godley, to the Treasury, dated 7th
duly 1886 . . . . . . .  407

X L II.— Despatch to the Secretary of State for India, No. 277, 
dated 4th September 18!*6, criticising the views 
of the Treasury : —  409

Importance t<) India of the question of the settlement of 
exchange (paragraphs 1 to 4) . . » . . ib.

Possibility of maintaining stability of relative value of
gold and silver (paragraphs 5 to 10) . . . 410

Question of gain or loss to India from the fall in the rate 
of exchange (paragraphs 11 to 14) * . . . 4 1 3

Omission to answer the arguments employed by the Trea- 
sury against the proposals of 1878 (paragraphs 15 and 
16) . . , . . • . . 416

Possibility of relieving the finances by reduction of ex­
penditure (paragraphs 17 to 22) ♦ . . . 4 1 7

Nature of the remedy proposed (paragraphs 23 and 24) . 421
X L III ,—Memorandum by Lieutenant-General R. Strachey,

dated 31st March 1886 :—  423
Fall in exchange can be arrested either by the cessation 

of the fall of the relative value o f silver to gold in the 
world generally, or by the adoption of gold standard 
(paragraph 2) . . . . . . .  ib.

Impossibility of tho first course (paragraphs 3 and 4) .  ib.
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H ow  far the second alternativa is practicable. Interfer­
ence with standard o f value is only justifiable in case o f 
extreme urgency. _ Examination o f the relative grow- 
ing  o f the evils which are likely to be produced by the 
change or policy o f  inaction (paragraphs 7 to 11)  , 424

The remedy is to give India a gold standard without a 
gold coinage provision being- made for  the expansion o f 
the currency to meet requirements o f trade. W hat 
steps should be taken for this end (paragraphs 12 to 
20) . . . . . . . 43®

Such a system can be introduced with very- little inter*
, forence with existing course o f trade. Demand for silver

for trade purposes (paragraphs 21 to 33) * , . 427
Appreciation o f gold in relation to merchandise would 

increase taxation to meet India's gold obligations.
Mature of the difficulties of the Indian Government
(paragraphs 34 and 3 5 ) ........................................................  430

Stimulation of export trade due to fall in exchange.
Import trade how affected (paragraphs 36 to 41) „ , ib.

Objections to inconvertible token currency (paragraphs 42 
and 43) . . . . . . 432

X LI V'.— Memorandum by Mr. R, Hard id, Secretary and 
Treasurer, Bank of Bengal, dated 22nd May 
1886, criticising' General Straehey^s proposals . 433

X L V .— Memorandum by Mr. J. Westland, Comptroller and 
Auditor General, dated 24th May 1886, criticising 
General Straehey’s proposal . , . 4 3 7

X liV I.--M em orandum  by Mr. D. Barbour, Secretary to the 
Government o f India, Finance Department, dated 
11th Jane 1886 440

Examination o f the grounds on which the change o f 
standard proposed by General Straekoy would be 
justified (paragraphs I to 3) . , „ .  . ib.

Effect of the fall in exchange on European officers
(paragraph 4) . . . . . . .  441

Increased burden on India for meeting gold obligations 
E ffect o f the proposed change on the public finances 
(paragraphs 6 to 14) . . . . .  ib.

Artificial enhancement o f taxation. Effect o f the change 
on the revenue and expenditure o f Government 
(paragraphs i l  to 18) . . . . „ 444

Effect on contracts. Effect on wages and tea industry
(paragraph 15) . . . 440

Other minor points (paragraphs 19 and 20) . ,  , 449
X L V II.--M in ttte  by the Honourable Sir Auckland Colvin, 

dated 6th July 1886, on General Strachey’s 
memorandum:—  451

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

Comparative advantages o f action and inaction (paragraphs
7 and 8) « . 456

•Bearing of the measure in its relation to the Indian tax­
payer and to Indian trade (paragraph 10) , . . ±-yJ
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No. 68, dated 23rd March 1892 :—  151
Consideration of the silver question owing to possible 

action by the United States if an International Agree­
ment is hot arrived at . . .  • 10'

8 'XLIX,— Despatch to the Secretary of State, No. 160, dated
21st Jane 1892 4,62

■ a p w M B n  , & '■  .": International Conference to consider measures for the
rehabilitation of silver (paragraphs I to 3) • *

■ Effect of United States abandoning the attempt to main­
tain the use of: silver as standard. Effect on finances 
and European Officers (paragraph 4) . . .  tb.

India to close her mints if International Agreement, or 
a direct agreement between India and United States, is 

,, impossible (paragraph 8) , . . .  - • f»®
£..__Minute by the Honourable Sir David Barbour, dated

21st June 1892 : — 465
Distinction to be drawn between active circulation and

the total number of rupees in existence (paragraph 1) . to.
Even with a gold standard a large portion o f the circula­

tion would consist of silver coins. People would use 
silver coins (paragraphs 2 and 4) . . * * ib-

Measures required for introducing a gold standard (para­
graphs 5 to 7) • • * *

The ratio to be adopted for change from silver to gold 
(paragraph 8) . . * • • , * . , *

Contraction of the rupee currency necessary in Certain
contingencies (paragraphs 10 to 12) . * *

Possible accumulation of gold. How to he dealt with
(paragraph 13) . . • ' • • * • 445 8

Estimate of the additional demand for gold (paragraphs 
14 and 15) * * • * * #> : ■

An International Agreement for the free coinage or both 
silver and gold would bo far bettor. I f  this cannot bo 
obtained and if United States does not adopt free 
coinage of silver, India should attempt to establish a 
gold standard (paragraphs 16 and 17) . . .  469

L I.— Notifications Nos. 2662, 2663, 2661, dated 26th June
1 8 9 3 :—  471

(1) Receipt of sovereigns at the Mint « • . ib,
(2) Receipt of sovereigns in Treasuries > . . ib.
1.3) Transfer of sovereigns to Paper Currency reserve ib.

L il .— Extracts from minute by the Honourable Sir I>.
Barbour, dated 16th October 1893 :— 472

Deficit in Budget Estimates for 1893-94. Steps taken to 
secure equilibrium. Stoppage of free coinage o f silver 
not followed by a rise in exchange On the contrary 
trade with China seriously affected, and reduction in 
opium revenue must be expected (paragraphs 5 and 6) . ib.

Mere closing o f the mints would hardly bring about tho 
establishment of gold standard (paragraph 9) . . ib.

Speedy establishment of gold standard most desirable 
(paragraph 10) . . , . . . .  473
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The task has keen undertaken under specially unfavoar­
able conditions. Various devices put forward (para­
graphs 11 and 12) . . . * . . . 4 7 3

Only sound method is the reduction o f  the rupee currency.
The task will also be facilitated if remittances to 
England are reduced (paragraphs 13 and 14) . * 474

L II I .— Miautfe, dated the 17th October 1696, by the Honour­
able Sir Janjes West land, discussing- the propriety 
of altering the rate at which gold should be received 
in exchange for rupees from Is. f4. to 1$. M . . 475

LIY.*—Minute, dated 22nd October 1896, by Mr. J. F. Finlay, 
on Sir James Westland’s proposal to alter the gold 
point 1 s. 4d. to Is, S$, . . . . 483

LV.- Despatch from Secretary of State, No. 129 (Financial),
dated 5th August 1897 :—- 490

Proposal to re-open the Indian Mints to free coinage of 
silver as part of a contemplated arrangement under 
which Prance and the United States will open their 
Mints to silver as well as to gold , . * . ib.

L Y I.— Despatch to the Secretary of State, No. 261, dated 
the 16th September 1807, containing the views of 
the Government o f India on the proposals of 
France and the United States . . . .  492

L V IL  ̂ Notification No. 4071, dated llfch September 1897.
Receipt of sovereign at the Reserve Treasuries „ 601

L Y I I I .—Despatch to Secretary of Scate, No. 70, dated 3rd
March 1898 ;-— 503

Contraction of currency was the main principle on which 
the legislation o f  1893 was based. Stoppage o f additions 
has differentiated the value of the rupee from that of 
silver. I f  circulation can be put back to the condition 
in which it was a few years before 1893. rupee would bo 
raised to 16oh Tho scheme of 1893 contemplated this.
Stoppage of annual additions was expected to bring about 
the desired result before long. But various causes 
operated to prolong tho period. Still further affected 
by abnormal state o f trade (paragraphs 1 to 7) . . ib.

Accumulation of gold reserve not likely to be automatic­
ally attained. Process should no longer be prolonged.
Steps should be taken to accumulate a reserve. Redun­
dancy of rupee currency to he removed. Amount that 
should thus be reduced. How reduction of currency to 
be effected. This can be effected by suspension of Council 
Bills. Bin this is not advisable. The rupees should be 
melted and bullion sold. The advantages of this course 
(paragraphs 8 to 15) * * ■ • - . 604

Creation of gold reserve. This should be done by borrow­
ing in England. Power should he taken from Parlia­
ment to borrow up to 20 millions si erling. Five millions 
to be borrowed at once and shipped to India -(paragraphs 
Id to 18) . . . .  - . • . . 6 0 6
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Tiie uses to vrhtoh the gold reserve would be put. It 

would first, replace deficiency in rupee currency due to 
Side of melted rupees. Gold would flow into the country 
under certain conditions. The gold reserve would not 
be parted with until these conditions are reached (para­
graphs 19 and 20) . ■ • • • • . 6 0 /

When that stage is reached sovereigns willbe recognised 
a8 current coin of the Empire. Operation of trade 
would raise exchange to a point at which gold will 
flow into the country (paragraph 21) . , . , ib.

Taking of acti ve steps by Government would restore confi­
dence and. gold will be imported (paragraph 22) . , 603

Operation of ebb and flow o f gold will take place through
the Government remittances (paragraph 23) - . ib.

Estimate o f the cost of the operation (paragraph 24) . 609
Help by  Her Majesty’s Government (paragraph 25) . ib.
Measures would be welcomed by the mercantile commu­

nities and the public of India (paragraphs 26 and 27) . ib.
Examination o f Mr. Lindsays scheme (paragraph 28) . {g,
Examination of Mr. Proby^’s sclierno (paragraphs 29 and

30) . . . . . . .  510
L IX .— Min ute 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 519

L X .— Minute by the Honourable Sir James Westland, dated
1st October 1898 51.7

Remarks on tho system of management o f  the Govern­
ment balances in India (paragraphs 2 to 17) . . ib.

Hemarks on the suggestion that Government wishes to 
three gold into the country by creating artificial 
stringency (paragraphs 18 to 21) . . . . 523

Remarks about the allegation as to the prevalence of illicit 
coinage (paragraphs 22 to 24) . . . .  524

L X  I — Despatch from the Secretary of State for India,
No. 140 (Financial), dated the 25th July 1899 : — 526

Summary of Currency Committee's Report (paragraphs
1 to 5). . . , . , . . . , ib.

General concurrence in the recommendations o f the Com­
mittee (paragraph 6)  . . . . .  . 527

Policy o f closing Mints to free coinage o f silver to be 
maintained. British sovereigns to bo declared legal 
tender and Mints opened to free coinage of silver.
Eating of the rupee to the sovereign (paragraph 7) . ib.

Management of gold reserve (paragraph 8) . . . ib.
Improvement and concentration of banking facilities (para­

graph 9) . , . 7 . , ib.
Opinion against sterling borrowing (paragraph 10) . , ib.
Further observations invited (paragraph 11) . . . ib.

L X IL —  Despatch to the Secretary of State for India,
No. 801, dated the 24th August 1899 528

Receipt of Secretary of State’s despatch acknowledged and 
general gratification expressed at the report of the 
Committee (paragraphs la n d  2)  . , . . ib.
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Concurrence expressed to the several recommendation a of 

the Committee with some reserve an regards the proposal 
to borrow ia gold. Although actual, borrowing may not 
take place, power to borrow may be obtained. Possession 
o f such powers would strengthen public confidence (para­
graphs 4 to 11) . , „ ' , , . . 5 2 9

Mr. Barnbro’s proposal for the establishment o f a strong 
Bank (paragraph 13) . . . . .  532 *
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FIN AN CIAL DEPARTM ENT, _

Despatch to the Hoh’w *  thb C orot of D ihbotobb of the E ast India 
Company, N o. 88, dated th® 2nd July I85:i.

We have decided on bringing to the immediate notice of your Honourable

nn, ^ i on *nntif>a fxoid nieces only should be coined in the Indian
w ’J * 2that no goPld "cofn « &  M g g f e *  * * »  ^  °£ pay‘

“ enV “ r f  o n .t to  U *  January 1841.
«f ph jio

fata/value until ^ey should have passed a certain Umit o£ lightness whoa

■ they m S i n  t o  engaging to receive
eoina w t o ^ S e r  a legal tofder o£ pav^ont. H £  
nf »old exceeded tbe denominated price of the com m »dver, then *6 
pevfain that no gold would he received at all, whereas on the other hand if the 
mice of gold f e f  in the-market below the silver denomination of the coin, 
h X t  case the Government would he bound accept payment in a com 
that was of no use to it, since it was not a legal tender and couid not be ie-

issued bad gold b e e n p e r m it  to eon*. .
nue a leoM tender equally with silver, for then though the cheaper metal ot 
the two would have had a tendency to displace the dearer as ^ currency, still 
though ffoid were the cheaper, the Government would have been on equal 
terms wfth the public, for it could equally have made use of its receipts m

g °ld 6°rBy S ortin g  the course it did of declaring gold no longer a legal 
tender and yet undertaking to receive it ia liquidation of demands, it aid 
L e i f  undei the disadvantage of being open to be embarrassed with a^co 
wlsifh wis of no use and mast ordinarily have been paid for above its va ee 
Et c e  eX rieu oe has not shown that gold and t o r  can ever rctam eo 
S y  the relative value to each other of 1 to 15 ae to c.reulate rnd.eor.mr-

i «  on our atten&n, and
threatens to become still more serious in-consequence of the recent discover.es
nf o-o!d in New South Wales. , . c

8 The quantity of gold in the Indian Treasuries at present is upwards of
• 30 lakhs of rupees worth, and the tendency has been gradually, though some- 

what slowly, to increase for the last two years. This amount in itself would 
not have embarrassed us, though obviously there is no advantage m bein„

• ■ c

. ► • '■ .i-V ..j;
♦ + *VV̂vVov > . , . f . -V̂XV;-,'' :o;.VV XVXX ‘ ' '%



I f f  1 - • Qi
possession of so large an amount of coin of which wc can make no use in aid 
of.the public expenditure in India.

9. But we have reason to believe that speculations are already in progress 
for forming connections with Australia for the express purpose of bringing up" 
gold when the direct line of steam communication is open nest year in order 
to take advantage of the Government Proclamation of 1841 by which gold 
is still receivable at 15 rupees to the so-called gold piece ; and in this case 
we run the risk of being seriously inconvenienced by au excessive stock of 
this metal.

10. It is true that gold might be made use of as a remittance to England 
in liquidation 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, not in adjust­
ment of the balance of trade between the east and the west, but only because 
it was of no use as coin in India, we apprehend that the possibility of so 
employing it can form no sufficient argument for continuing to receive what, 
by the existing law, is not a legal tender of payment in»this country.

11. Looking at the question in this light we are of .opinion that the 
Proclamation by which gold is now receivable into the public treasuries at 
15 rupees to the Company’s gold mohur should be withdrawn, and the 
existing law enforced that! declares gold not 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 instructions to the
contrary in reply to this letter, we shall carry our views into effect, as we 
consider the public entitled to early notice of a change of practice that must 
materially interfere with their speculations in gold. *

* *

* •».

*

*
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D espatch prom the H oiYble the Court op D irectors oe the East 
India Company No. 52, dated 20th October 1852.

1. In your Despatch in this Department, dated the 2nd July 1852, 
f  No. $6, you draw our attention to the position of the Gold Coinage o f India.

2. You observe that the effect of the Proclamation* of the 13th January .
1841, authorizing1 officers in charge of Public ■

• Officers in charge of Pah- Treasuries to receive freely, at their denominated 
Sic Treasune;.! am .me y va|U0g the gold coins struck under the provisions
these gold coins (mohm*» half  ̂- Act II ot looi), has uGOii and likely to be 
motor, third motor, and still more embarrassing to your Government, 
double motor) at the rates, The extensive discoveries o f gold in Australia 
until further orders, respect- having had the effect of diminishing its value rela-
m & ion 'o f the Apiece, fcively to silver, holders of gold coin have naturally
they shall have passed the availed themselves ot the opportunity of obtaining 
limits of lightness allowed for at the Government Treasuries, a larger price in 
wear laid down in the annexed silver than they could obtain m the market, and
b”“ « .J o b t  ‘.Ybuttten, Tnd &oM not bemg a legal tend® o ! payment, you 
be subject to a deduction of are unable, to ve-issue the coins so received m  
one per cent, for eeignor<.ge. discharge of public liabilities. Hence, under the *

existing practice the flow of gold coin into the 
Government Treasuries is certain to inorease with the augmentation of the 
supply and the consequent cheapening o f gold bullion, whilst your Government 
will not find it practicable to make any use thereof in aid of the public 
expenditure in India.

8. Under these circumstances 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 detriment of the Government, But 
we have never regarded the Proclamation of the 18th January 1841 as convey­
ing the interpretation which you give to it. It did not appear’ to ue to 
impose upon the officers in charge of Treasuries an obligation to give silver 
for gold, but only to authorize them to receive gold in exchange for silver if 
it suited their con venience to. do so. In our Despatch in this Department, 
dated 28th May 1851, we made the following remark with reference to the 
Proclamation in question— 1(( For the public convenience you may consent to 
receive them (the gold coins) iuto your Treasuries, and to exchange silver 
for them, at fixed rates, but for your security you will decline to continue 
to receive them at a loss, or, in other 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 o f your present observations, hovvever, 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 approve of your intention to 
give immediate notice of the withdrawal of the Proclamation, but it will still 
remain for you to consider the important question, whether it be desirable 
to continue to denominate the gold mohur as equivalent to is  rupees, when 
its real value is shewn not to be so great. It may be premature at present,

o % .
*
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or until further and more definite experience Las been gained of the extent 
o f 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 -take measures for adjusting the relative 
nominal values of the rupee and the gold mohur when you may be able to 
effect it; %
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III.
N otification in the Financial" Dbpabtmbnt N o . 23, dated the 2*/ND

December 1352.
By Section 9 of Act .XVII of 1835 of the Government of India, it was 

* enacted that thenceforward no gold coin should be a legal tender of- payment
in any of the territories of tb.e East India Company and accordingly gold 
ceased, from the date of passing of the Act, to be a legal tender of payment
in the Company's territories in India. , ftl, „

But by. a proclamation issued on the 13th January 184)1, officers m 
charge of public treasuries w3re authorised freely to receive gold coins 
struck in conformity with the revisions of the Act X V II  of 1835 at the rates 
indicated by the denomination of the pieces, until they should have passed 
certain limit's of lightness sot forth in a table published with the proclama- 
tion/or until further orders and gold coins have been thus received in liquida­
tion of public demands up to the prefeat time, ,

Notice is now given that so much ot the proei&m&tiOB ok the lotu, 
January 1841 as authorised the receipt of gold coins into the public treasuries 
of Government will be withdrawn and cancelled from the 1st January 3853,

‘ and that on-and after that date no gold coin will be received on account of 
payments due or in any way to be made to the Government in any public 
treasuries within the territories of the East 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 under the Act 
and rules at present in force for the coinage of gold, but Mint certificates foi 
gold coins will be discharged in gold only, and no such certificate for gold 
will be accepted io any public treasury in liquidation of public demands or 
on account of any payment to the Government whatever,

» . * % • '
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IV.

Minute, dated 25th December 1859, by the Honourable Mr. Jams*
’ W ilson on the proposal to introduce a gold currency in I ndia.

In the Financial Despatch No. 109, dated the 4th of November 1859, 
from the Secretary of State, upon the subject of a Paper Currency for India, 
the consideration of the Indian Government is invited to the question which 
has recently been much discussed, of introducing the English «  Sovereigns”  
or some other gold coin into the circulation of India, as being one intimately 
connected 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 feeling favour of making use of gold in 
some form or other as part of the circulating medium of India.

3. No one will be inclined to deny that if  we had to begin a system 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 circulation, and silver tokens of 
limited 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 o f public debt, and 
obligations of varied character vanning over a long series of years, have been 
incurred in silver. For it must be borne in mind that a contract to pay a 
given sum of money, is nothing more nor less than a contract to-deliver a 
given weight of that metal which is the standard at the time the contract is 
made, and that to alter or vary the standard, find to adopt another metal 
because it is cheaper, is simply to enable the debtor to break faith with the 
creditor. It is true that the metal in which a debt has been contracted may 
fall in value by a large increase in its quantity, but that is a risk which the 
creditor runs, and of which he has no right to complain ,* in like manner the 
metal may rise in value, but that is a risk which the debtor’ incurs when he 
enters into the transaction and of which therefore./!-9 has no right to complain.
I f  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 no right to complain any more than 
the deliverer would have, had it in the meantime risen as much in price. Bat 
if the person whose duty it was to deliver wheat, finding that it had risen 
ranch in price since the contract was made, sought to deliver barley or some

, other grain, which in the meantime had become relatively cheaper, the in­
justice 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 becoming more plentiful, and ik relation to silver, 
likely to become cheaper.

5. Since the first discovery of California this subject has been much 
forced into discussion owing to the various ways in which a great and sudden 
increase in the supply of gold was likely to affect various countries. The 
first impression was that a great fall would take place in the price of geld as , 
measured in silver. Up to this time, however, tho change in the relative value

*
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o f these two metals does not at the outside exceed 5 per cent. Before the 
gold discoveries silvet" was rarely so low as 4s. UdL the oz. p—since, it has 
seldom reached, or at least exceeded 5s, 2d. 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 coins and silver 
coins, which were a legal tender ah a fixed relation to each other, they demone­
tised the gold coin, leaving silver, the ancient standard the only legal tender/

6. In Belgium a similar state of things 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 coin.

7. In India coins both of gold and silver were in partial circulation.
The mint proportion which those coins bore to each other was that of lf'15 '3  . 
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 difficulty 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 rupees, it was evident if the Government continued to receive them, 
into the treasuries 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 most have lost 
considerably. To avoid this, the Government had the choice of two plans, 
the one to reduce proportionately the rate at which'the gold coins would be 
received so as still to leave a margin for loss, the other to prohibit the receipt 
o f gold coins altogether and to accept only the legal tender coins of silver.

They adopted the latter,
8.. In the United States at that time they had 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 
inednvenieace 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
thus adopting a single standard of gold,

9. In France a double standard had prevailed at least since the decree o f  
Napoleon the First in 1801! By that decree the relative value of gold and 
silver was fixed in the proportion of 1 to 154, hut as 6 francs are retained at 
the Mint for coining a kilogramme of gold into 155 pieces of 20 francs each and 
14 francs 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 circulation and com­
manded a premium; silver consequently became the only actual 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 hundred and

'■/&& ' lEX tL
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thirty millions sterling of gold has been coined at the Preach mint, and a 
corresponding'amount of silver has been exported. For many years prior to 
J 850 little or no gold had been coined. This has led to a daily increasing 
scarcity of small coin and to groat inconvenience as a. consequence. .And it is 
quite certain if the price of silver continues to rise, that the French (xovenw 
raent must resort to some such plan as has already been adopted in the Unite 1 
•States in order .to maintain in circulation silver coins for inferior denomina­
tions. Indeed it is chiefly the fact that a large portion of the silver coin now 
in circulation in France lias become considerably reduced below their full value 
by wear that lias prevented their being* exported,

11, In all the German States in which formerly gold coin circulated at 
fixed rates they have been demonetized, and under a Convention made in 1857 
to which I shall have further to allude hereafter, silver has been reverted to 
as the sole standard.

13; From these examples it would appear that wherever the integrity 
of the single standard had been in any degree departed from, the small change 
in the relative prices of the metals which has taken place, not exceeding as l  
have shown, 5 per cent., has immediately led to inconvenience and to an altera­
tion in practice which in the matter of the money of a country is always to be 
deprecated. In England fortunately the single standard has n ot. 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 tho*e who being owners of the public 
stocks, or recipients of fixed incomes, endeavoured to create a feeling 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 at 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, W ith all. this experience before us we are called upon to consider 
how far it would be wisp 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.

14, I at once say that 1 know of no conceivable regulations by which 
such an object could honestly be attained. But 1. am willing to consider all 
the -various proposals whigh have been made for that, purpose. These may be 
divided into fi ve heads. First, some propose that the "  sovereign ”  or some other 
gold  coin should be introduced, and which, should circulate at its market- 
price from day to day measured in silver, Second, others propose that such a 
gold coin should be made bearing the exact value of a given number of rupees, 
eW ten, and that it should be made a legal tender for that sum for a limited 
period, say a year, when it should be re-adjusted and agaih valued and made 
a legal tender for a further similar period at the new rate. Third, some pro­
pose that the English sovereign should-be introduced as a legal tender for ten 
rupees, but limited iu amount to twenty rupees, or two sovereigns. Fourth, 
some propose to 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. ■

15. As applicable to most of these schemes, I may remark that the enief 
object of a. coin is that it shall represent a defined aud fixed value, well 
known to the simplest of the people; W hen it is deprived of this quality

«
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it fs reduced to the mere condition of a commodity which is to bo bought and 
sold at rates varying with the fluctuations of the market, The true attribute 
of the coin is thus gone,

16. 1 his remark applies with great force to the first mentioned of tne 
four plans for supplementing the Indian currency with gold coin, And if 
we consider what the practical effect would be, the proposal must be dismissed 
as wholly impracticable. Let a gold pieesf be coined to-day representing the 
exact value in gold of ten rupees, to-morrow the price of gold either from a 
change in its intrinsic value or from an alteration in the exchanges with Eng­
land where it is the sole standard, rises to 10 rupees and four annas, next day 
it rises 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 an a s, and then to 
9 rupees 8 annas, and so on, being influenced by all the accidents from day 
to day which determine the price of gold expressed in silver,

17. These fluctuations moreover may not only take place from day 
to day, but even during the same day. It would be impossible that such 
coins could answer the place of money- The cambists and money dealers 
could no doubt buy aDd sell and deal in such coins just as they do now in the' 
metal itself, but except the fact that the quantity and quality o§ the metal 
would be ascertained without weighing or assaying, they could just as easily 
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 to another, to say nothing of 
the trouble of ascertaining and computing the fluctuations, would be a mere 
misnomer, and it is certain that no community would suffer the risk and 
inconvenience of such a system that could possibly avoid it.

1M, 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, ibis by law to be declared a legal tender for that sum for 
a year or some specific period of time, both in the hands of the Government 
and, the public. During that period the price of gold measured in silver is 
continually falling, a profit is gained by the bullion dealers by importing gold, 
getting it coined, and forcing it into circulation at the fixed periodical rate.
As the year draws to a close, when it is known that the rate will be revised, 
and the circulating value of the coin reduced in conformity with the fall 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 inevitable loss. But on 
some one it must fall, and there could net but be great dissatisfaction in the 
public to find on a given day the value of a large quantity o f the coin in its 
possession which they had no choice to refuse, depreciated by %) 3 or 4 per 
cent, #

19, When the monetary convention was entered into between th e  
Austrian Government and the states of the Zolverein in 1857, with a view 
to obtain a uniform and general currency, silver was adopted as the existing 
standard, but as some States were anxious to retain a right of coining gold, 
after the greatest consideration no better plan could he devised than this most 
imperfect one. But the difficulty of- giving a fixed value was found to be so 
great that Article XVIII of the Treaty declares that —

The silver value of the conventional gold coins will be alone regulated by the relation 
of the supply to the demand, and they will therefore not possess the property of represent­
ing an amount of legal silver coinage as a medium of payment.”
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Hut it is further provided by Article X X I—
“ That each State is to be at liberty to allow such gold coins to be taken at their 

treasuries in  lieu of silver at a rate of exchange to be beforehand decided upon, such pre- 
decided rate o f exchange shall last at the utmost six months, and at the close of the last 
month, is to be each time re-considered for the next similar period/’

20. As far as I can learn apd as might have been expected, a system 
of gold currency so imperfect and exposed to such uncertainty has practically 
remained a dead letter. To show the opinion which the parties to the con­
vention. entertained of the plan, they took care in .Article X X II  to stipulate 
that’all paper money issued by the State should be solely for silver and payable 
in that metal. I  may conclude then that it would not be thought desirable 
to adopt this plan.

21. The next and third proposal is to permit the circulation of the * 
sovereign to a limited amount, say of twenty rupees. This idea seems to have 
originated in the system, adopted in England of giving to the silver coins the

' character 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 which represents small 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 value 
above the ratio which the coin represented, it would, not be circulated 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 
receive many of their payments in a coin with which they could, not make 
large payments without a loss. They might receive $1.00 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 happen. A similar source of loss would be experienced by railway 
companies whose fares would be paid in a coin which they could not dipose of 
in large sums except at a loss.

22. The fourth proposal is to adhere strictly to a single standard hut to 
change it from silver to gold. As l  have already said, I freely admit that if 
we had to begin de noiio, convenience would point to a gold standard with 
silver token coins as the host. Although public opinion has been by no means 
agreed upon this point, it is curious to observe the fluctuations o f  views 
upon this subject and how much they are governed by expediency and con­
venience at the moment. In 1837 during the panic silver happened to be 
rather abundant in the London market, and difficult to be converted into bank 
notes or gold, not being a legal tender. A great pressure Jroin the merchants 
of London at that time, and again in 1817 under similar circumstances, was 
made upon the Government of the day to admit silver into circulation, 
exactly similar to that which now prevails in respeet to gold where silver is 
the standard. I have a very clever pamphlet lying before me entitled “  The 
Injury, Insufficiency and Inconvenience of a Gold Standard,”  in which argu­
ments are used quite as strong against that system as now prevails against 
a silver standard. I f  a Government were to vacillate in a vital matter of 
this kind according to the convenience or interest either o f 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 have already shewn, in a country where all obligations
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have been contracted to be paid in silver, to make a law by which they could 
forcibly be paid in anything else, 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 a double standard, such 
as prevailed in the United States previous to 1850, and such as still pre­
vails in France. The system of a double standard is practically a permission 
for the debtor to pay bis debts- from time to time in the cheapest of the two 
metals. As I have already remarked, when such a system has existed from, 
ancient times, and when under it the great bulk of obligations have been con­
tracted, the creditor has uo right to complain of being paid from time to time 
in the cheaper of the two metals because that was the condition of his contract.
But in cases where a 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 
standard. For it must be plain that the introduction of a double standard 
is oraetically the adoption of the cheaper of the two metals at the time.

25. But unjust as such a change would be, inconvenient  ̂as a double 
standard bag proved in practice, and inconsistent as it is in principle, yet I 
have no doubt if it is desired to have the use of both metals in a circulation 
of full value as coin, that it is the best mode in which that object can be 
attained, In all the other ways in which it has been attempted to circulate 
gold.coin with a silver currency, tbe principle either of a varying value from
day to day, or that of a •periodical adjustment of value, the coin circulating in ^
the meantime as a. legal tender, has been found needful. Under cither of those 
plans the holders are less or more subjected to immediate and individual loss ; 
in the case of periodical adjustment as is proposed in Germany, it may be, to 
considerable loss. But in the operation of a double standard, the oue coin 
which is gradually becoming of less intrinsic?- value, gradually and from day 
to day, displaces the coin which is undergoing appreciation ; large supplies . 
o f the cheapening coin come from the mint, and corresponding quantities of 
the appreciating coin are bought 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 nominal value, and continue, 
without any intermission, to answer the same purpose for all daily uses.
H owever objectionable therefore a double staudard may be, and* however in­
consistent with theory, I hold it to be the least objectionable of all the plans 
yet proposed for combining the use of the two metals in coins of-full intrinsic 
value circulating* in the same currency.

26. But I would ask, what advantage could be expected from tbe adop­
tion of gold in India, Upon this subject there is, 1 believe, much confusion 
o f 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 using gold ? I f  India requires 
a supply of the precious metals it can only be obtained in exchange for 
its products in foreign markets, ati*d the quantity of those metals, whether 
of gold or silver, will be obtained in the exact proportion which they 
bear to the products of India for which they are exchanged. India is quite 
as wed off to receive silver as gold, and perhaps better inasmuch as silver 
scorn a to be an appreciating metal, while gold is probably still falling. Nor 
can it be deemed to be a disadvantage to India that the silver remitted for its
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products has io bo 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-acting 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, so long as the full value is received.

28. I  know it is said that gold coins are milch more convenient for air-
* eolation than silver. I f this refers to the removal of Government treasure 

from one part of the country to another, then 1 much doubt if any important 
advantage would attend gold coins. The expense of removing coin is no doubt 
in a very small degree determined by its weight and bulk, but to a much 
greater extent by the necessity of protecting it, It would require just as 
much of an escort to protect tlie sum of £100,000 in gold, as if in silver, and

• perhaps even more so, inasmuch as the compactness and lightness of gold would 
render it a 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 local treasuries containing gold coin than silver. It is a 
very suggestive fact that during the Mutiny the gold mohurs of 15 rupees - 
commanded such a premium owing to their greater convenience for conceal­
ment or removal that the price of 26 and 2? rupees was given for them. *

29. But if the convenience referred to alludes to the use of gold coins 
fox* private expenditure, then I 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 I have described in another 
Minute of this date, would answer much better, while the ancient single stand­
ard of the country in which all existing obligations have been contracted 
would be maintained in all its integrity.

. * *. •

+  *
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E xtract from a Minute by the H obble  S. L mng on the Papes
C urrency B il l ,

1. «  There la another point of considerable importance, on which I  purpose
to  introduce an am endm ent. ,

‘ ‘ The BUI, as now framed, contemplates the absolute and entire exclusion u
of gold from the circulation of India.
. a. « I most .confess that I feel very reluctant to base a great measure, tor 

reforming fclie circulation of India, on the toLal̂  exclusion,, for all time <.0 

come, of that form of the precious metal which is 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

g it Surely it is not desirable that the trade of India, with such countries 
as Australia or the United States, should be for ever taxed with the difference 
of the cost between sending gold direct here, or sending it first to ̂ London, 
then probably to France or Germany, to exchange for silver, and finally send* 
iug that silver to Bombay or Calcutta. j V .

4. « It is universally admitted that, if we could begin de novo, the English
system  o f  a g o ld  standard, w ith  a s ilv e r  token currency fo r  small am ounts 
and convertible paper fo r  large  paym ents, w ould be the m ost desirable ;  and, 
i f  we cannot a t once attain th is ob ject, w e ou gh t, at least, to  approxim ate to 
it  as nearly as we can, and leave an op en in g  for possible fu rther progress.

5. lf I  am  aware o f  the argum ents u rged  in M r. W ils o n ’s able M in u te  ot * 
the 25 th  D ecem ber 1859 aga in st any fo rm  o f a double standard.

,f I do BOt concur with many of these arguments, more especially with 
the fundamental one, which lays down that it would be a breach of faith, 
under any circumstances, for the State to pay in gold liabilities contracted in

8, «  Several of the principal nations of the civilized world have practically 
changed-their standard, without suspicion or breach 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 
were the only obstacle, I think arrangements .would be easy by ‘which the 
public creditor' might have the most ample security for being paid in money, 
represented by coin of not less intrinsic and not less exchangeable value than 
that which represented money, when the debt was contracted.

7. “  But I do not wish to discuss the subject further, for the other practical 
difficulties of introducing a gold currency, concurrently with the enormous ; 
silver currency now in existence, are, if not insuperable, so great, that I  should 
be afraid of delaying the measure indefinitely if I attempted to solve them.

8. “  All that I-propose is one simple alteration, not at all inconsistent with 
the principle of the hill, as it stands, and-of a silver standard. It is this

“ In England, where gold is the sole standard, the Bank is authorized 
to ’issue papeiy to the extent of not more than one-fourth of its circulation/ 
against silver.

9. ,f 1 would revise the process., and provide that, of the paper circulation 
of India to be issued against actual coin or bullion, a proportion, not exceeding

*
i *
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one-fourth, might bo issued against gold coin or bullion, at rates to be fixed 
by proclamation, and which might ho periodically adjusted with proper notice.

10. “ The rate would have to be fixed so as to secure the State from risk of 
loss in having to convert this gold into silver, in order to meet the notes 
which had been issued against i t ; and this would necessitate a low rate at 
which gold would probably not be faken 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 I . 

m think it not impossible that, with a minimum value thus established at which 
it could 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. If, 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 
market value would range up to eleven or sixteen rupees respectively; in 
which case, without risk to the Treasury, and without disturbance to the 
silver standard, gold would flow in , a great convenience would have been 
afforded to international commerce, and fee the genera! public j and a founda­
tion of experience laid upon which, after careful induction, it might ha possible 
to go further in the same direction.

,e If, on the other hand, gold did not enter into circulation under these 
conditions, it would prove that silver, with a secure and convertible paper 
currency, gave perfect confidence, and answered all the wants of trade and of 
the community j and the enactment would remain a dead letter, and be per­
fectly harmless.

“  The object would be attained by a short proviso at the end of the 9th 
* Section/'

*

*

9

*
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P-XTEAOT, PAHAS. S I  TO 2 4 ,  OP A DESPATCH PROM THE SECRETARY Off

State, N o. 75. dated 2nd May 1801.
21. “ I am not insensible 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 Indian coins can express the value of the sovereign.
I f, by any change in the relative value of the two metals, a sovereign and 
10 rupees were to become of equal intrinsic value, the sovereign might 
readily be introduced, and become the standard coin of India; but at present 
it 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.

23. “  I f  gold should 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 Act would have to be changed.

24, •“ I will not, however, object to the power given by the clause; hut 
I desire that it may be used to a very limited amount, and only in the Presi­
dency towns/;’
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V I I .
EXiKACT FROM'A MlNUTE BY THE H o n ’b LS S. L aING ON CgRBHNCY AND.

Banking, dated 7th May 18(*2.
1. "  The only remaining point to notice is m to the partial introduction of 

gold. I have always thought that the step taken hy the Indian Government 
in December 1852, of refusing to accept gold at the Government Treasuries, 
was a mistake. Gold being the most .convenient and portable metal, and 
becoming more and more every day the currency of nearly the whole civilized 
world with which India has commercial transactions, it seems• to me very 
undesirable to exclude gold altogether from the ordinary range of its monetary-
transactions. ' _  ■ •

2, “  Were it possible to create do novo a currency for India, there can be 
little doubt that one similar to that of England would be the best, vis., with, 
a gold standard and gold coins, for moderate sums, a silver token currency for 
small transactions, and notes representing gold for largo amounts. But with 
a silver standard and an immense silver coinage actually existing, the introduc­
tion of a gold coinage becomes difficult.

3. •«* I do not agree with many of the objections which have been urged 
■ against the adoption of a double standard, and if the alternative had lain

between this and the abandonment .of the principle of uniformity, by issuing 
notes in distinct circles, I  should noli have hesitated to prefer thfe double
standard, * ■ ■ ■ , .

4, u But this object being attained, there are no doubt iboulbe- in the way
of a double standard, which it 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. u This involved an amount of change which, especially under existing 
circumstances, when a season of tranquillity and repose 1n financial aid 
monetary matters is very desirable, I was. not prepared to recommend; and 
accordingly the only provision respecting gold inserted in the Currency Act 
was one by which the Government were empowered to issue notes to a limited 
extent never exceeding one-fourth of the issue represented by coin or bullion, 
against gold coin or bullion, at rates to be fixed from time to time, and not 
altered without six months* notice.

6, “  The object of this was simply to leave the door open for cautious and 
tentative experiments with regard to the future use of gold* The importation 
of gold already exists and. is increasing, and the metal is so much appreciated 
by'the Native population as generally to command a premium. It might 
therefore be a convenience to importers, and an encouragement to-increased 
importation, if it were known that a certain quantity of gold could always be 
con verted into money at a fixed rate, while, if this rate were fixed wish a little

- maroon below the ordinary market price, and adjusted, if necessary, every 
six. months, no risk of loss to the Government would, he experienced. Thus, 
after a time if the use of gold became more general, and its value more fixed, 
some further step might be taken; but in the meantime the clause would 
only be acted upon where it was shown that, it would be a convenience to 
commerce and that the Government would run no appreciable risk. Indeed 
I should recommend to Government to wait for a year or two's experience of 
t lV, workiua* of the system just inaugurated before they take any step to put 
this' clause*as to gold into operation, unless upon an application from the 
mercantile com m unity of one of the Presidencies, based upon strong grounds 
of practical convenience, in which case notes might be issued for gold at a 
safe rate at the Central Office of Issue of that Presidency."



a p  ■ c'
||  ■ ti <SL

VIII.
MlNDIE BATED 8tH M a«CH 1804, BY HlS EMttl.MOY L.EUTBSAMT-GUM-

JiAL Sir W. M ansfield,

Chapter I.

f f u  Memorial ot tlu Chamber of Commerce should be supported.— Mr. W ilson’s 
' opposition to a Gold Currency in h.dia— Neeessity o f answering 

■r Lis objections.

The memorial of the Bombay Chamber of Commerce, praying for Jhe 
. in trod u ction  of g o ld  currency into India, is, I  trust the begin mug ot a 

reform  which is much required by the circumstances 01 the country.
' When we consider all that may be said in favour of the reform and how 

little can be asserted against it, a.reasonable expectation may be entertained,
♦hit the prayer o f  the m em orial w ill n o t pass unheeded b y  th e  su p rem e 

i n d  the R ig h t  i W h l e  th e  S e c t a r y  o f  State f o r  In d .a .
I t  would be difficult to put the facts which tell on the nde of the pro­

v e d  change, more cogently and clearly than has been done m the memorial 
’ under consideration. There is, nevertheless, the weight of a great authority 

in opposition, which must be removed by argument, before we can hope that 
success will attend the movement of the reformers.

That authority is the opinion of the lamented Mr. Wilson, who died at 
& i S ^ ^  M e m te o f Council in I860. T b i c g e n t l e ^ t o t  u ;
S fobed .'Alike a. .  fiwnchJ statesman and a greet economical writer, reeled 
his objections to such a reform as is now asked.tor, on tbree grounds:—

Mrsilv,—That the change to a gold currency would involve breach o£ 
faith with the creditors, who had contracted the.r obligations m the form
o f  silver. •

Secondly,—That it was opposed to much of European precedent and

And thirdly*— That seeing that silver was now the iegaf tender, be could 
■perceive no particu lar good in change, although he admitted that it would 

• have been an advantage to the country, if golu had been the ongmal legal 
tender instead of silver.

A  careful perusal of Mr. Wilson's minute of 25th December 1859 “ on 
the proposal to  introduce a Gold Currency into India has convinced me 
that the grounds of his opinion are m point of fact fallacies, which are m- 
compatible with the development of the people, and with a feehngof equity 
towards all classes, the poor as well as the neb, indebted (m which I include 
iho State) as well as the capitalist and the owner ot lane*.,

That minute has convinced ine that, while Mr. Wilson allowed bis 
imagination to  be excited by the possible depreciation m the value of gold, <s 
is  the effect of new gold mines might be still more felt, he overlooked the 
corresp on d in g  circumstance, that if, as he expected, gold throughout the w o rld  
should fall still more' iu value that it had done when be wrote, silver, if 
stationary in the amount produced, would proportionally rise. He thus 
neglected to consider that, as a means of appreciating value, silver was

n
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in truth as uncertain as gold, this being true, both with regard 'to- new con­
tracts hereafter to be made and to those of ancient date.

The perusal of his speeches and minutes on Indian Currency, has further 
persuaded me, that Mr. •Wilson's views were formed without sufficient atten­
tion to the social condition and the habits of the great masses of the people 
of India,

He was thus led into error, both with regard to what it is possible to 
effect in the execution of currency 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 t > me, therefore, to be a duty for some one to examine 
Mr. Wilson's minute and hie views on the subject of a gold currency for 
India, according to the principles of Political Economy, of which he has so 

. often been the able and -uncompromising exponent.
The necessity of the investigation which, in the public interest, thus seems 

to me most urgently required, has apparently not occurred -to any one else 
in this country. I proceed, therefore, with much diffidence, to take the 
duty on myself.

In deference to the great authority to which I find ravseU’ opposed, and 
to the importance of the enquiry, I have been obliged to take nothing for , 
granted, but to follow Mr. Wilson's own example, when in a series of 
admirable articles he criticised the Bank Act of 1841.. In short, at the jisk of 
a charge of tediousaess, 1 have felt it incumbent on me to consider the 
principles on which rests the idea of a Currency,

These being kept steadily in view, it has been sought to apply them in 
answer to Mr. Wilson's minute, and in support of the demand which has 
now come from the Bombay Chamber of Commerce,

* ’. \ t;
C h a pte r  I I .

' The economy of Gold aa a medium of Currency as compared with Silver.—The
practical coneequenoo,

A Currency is the machinery of domestic exchange. So much of the­
med ium as is absorbed in the metallic currency of a country ia the material 
of the machinery..

The precious metals absorbed in a.currency, are so much of the capital of 
a country which" is devoted by the community to save it from liviao- in & sfc; % s 
of barter, The profits of the capital so employed return in the form of 
convenience/and the saving of labour and time.

The material or metal may he economised by the rise of paper in Various 
forms, but -it being admitted that paper must always be • convertible, it is 
sufficient to say that the metallic currency is- the basis or material of the 
machinery, by which the ‘operations of modem commerce are rendered 
possible1.

It would seem, then, that when a community determines what shall be its 
metallic medium of currency, it should carefully consider the conditions of 
economy which it may present, as compared with other media,

'-Six . ' ■ * ^
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Tims -if -a g iv e s  medium, as being- of more value, be more portable than 
mioihcr, it is preferable on such an account, Copper is better as a currency 
medium t'hau iron, silver than copper, gold than silver j on this guouna atone, 
accord ins? to the advance made in a community towards wealth, ana in the 
consequent increase in the number o f transactions, to which it daily commits 
itself, So long as a community is very poor., the rude currency of mm or 
copper m ay  suffice for its wants, A silver comage is the indication that the 
com m u n ity  has passed out of the ranks of poverty*

When "it is discovered that even to carry about the increasing masses of 
silver has became an-intolerable labour, for which daily commerce m self- 
defence must find a substitute, we may be sure that a community has m  
immense stride towards the possession, not only ot moderate bus or great

It "is observed in such circumstances th:-*t a more valuable medium of 
daily' exchange should be substituted for the silver, aurl gold w-less prevented . 
by "legal restrictions is sure to advance, to substitute itae.f for the silver,- 
and to perform the duties hitherto discharged by the displaced silver

Bnt there are other reasons besides those of more portability, all of which 
tend directly to alike result. Thus whenever a large quantity of the Famous 
metals is broken up into coins, and is constantly going through m course ot 
circulation, a certain wear and tear or waste of the metal so employed take™

■ * place, in other words, an 'immediate loss o f  the National Capital,
I f a coin of one metal (gold) is equal to tea coins oi: another metal (silver)

‘ assum ing that a ' like degaeo.of purity, hardness, and durability is meeban- 
sic»lly given to both, it Would seem at first sight that the degree of wastage

• in both would be exactly proportionate, and therefore that taeiesaL.* o» loss to 
the national capital on this account would be equal. Bat tins is n t so for 
the following reason : the coin of greater value, is .not so ovcon turned ever 
ip tha affairs of petty commerce as that which is of less vaiue, ana  ̂eon- 
seqncntly the former escapes much of the wear and tear which attends the
latter *

Asaio, the coining operations of the Mint, involving; assay and manu­
facture, are reduced in amount, and therefore cheapen com in an inverse ratio 
to the value of the coined medium.

Thus if a sovereign be equal to ten rupees in intrinsic value, it is many 
tim es cheaper to  coin gold for general use, - than it is to com silver. T he 
m echan ica l economy would be considerable, if it afforded merely u mifiemnt 
quantity -of coins, for the daily purposes of domestic exchange,

Bat the reserves of the precious metal established as legal tender must 
be in great measure coined to meet drafts m accordance with legal damands. 
Corseoupntlv a larger coinage must -inevitably take place than wound actually 
eufficeTor-daily use,' This is'still move enhanced by the fact of t-lie exporta- . 
t ion of coins in the form of a commodity of trade, merely on account of 
their value as such, and without respect to their being a monetary cm meat

• in. the country they are leaving, '
Such considerations are particularly important in India, whore so much 

of the coined medium is retained in private hands, owing to -a marked 
peculiarity o f eastern habits, In consequence of this, a vast aumber of 
millions of rupees is kept in reserve by the -people, on which the minting 
labour baa been expended.
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