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Note .by Mu. T. C. H ope , dated 12th May 1881.
1. My note on tins subject, dated April 9th, brought our information 

down to that date and was followed by the telegram to the Secretary of 
State, sanctioned by the Council on the 18th idem.

2. The information which we have since obtained as to the proceedings of 
t he Conference is almost entirely unofficial, and consists of the following by 
Reuters telegrams

“  Paris, 19th April.— The Monetary Conference commenced its 'sittings to-day. \ 
England, France, Germany, the United States, Russia, Austria. Italy , Spain, Portugal, 
Belgium, Holland. Greece, Denmark, Sweden and the Swiss Confederation were all repre
sented. The French Minister o f Finance, who was elected President o f the Conference 
advocated the bimetallic standard.”

'* London, 18th A pril.— The Times publishes a paragraph stating that Sir Louis Mallet 
vtill specially represent India at, the Metallic Conference in Faria. Canada and England 
•will each send a representative,”

“  Parts, 20th April,**The members of the Monetary Conference have appointed »  
Committee of fifteen to fiaune a programme. The Committee will meet on the 28rd instant.
A plenary sitting will be fixed later on.”

“  P l§ »  M ay .— The Committee of the Metallic Conference has now arranged the 
draft of the programme; and the Conference will shortly re-assemble.1'

Paris, $ih M ay.— At a meeting o f the Metallic Conference to-day, England was 
represented by the Honourable C. W . Fremantle, Deputy Master of the Mint, and India by 
Sir Louis Mallet and Lord Beay. After an exchange o£ .views, the Conference adjourned,”

“  Tans, 6th M ay .— At the meeting of the Metallic Conference to-day a divergence o f 
views was manifested by the representatives assembled. Germany will adhere to the gold 
standard only, but. intimated her willingness to suspend her Sales of silver for several years, 
and consented also to withdraw the five-mark-gold coin from circulation. England, India, 
and. Canada stated that they only agreed to participate in the Conference in deference to the 
invitation received. They offered to give information upon the subjects under discussion, 
but would not vote. Russia, Sweden, the Swiss Confederation and' Greece would, under cer
tain reservations, adopt a bimetallic standard. Austria regretted the difficulty of the situa
tion in which she was placed owing to the forced currency existing in that country.- The 
other representatives remained silent.”

*’ Paris, 7th M ay.—kb the meeting of the Metallic Conference to-day, the delegate o f 
the Netherlands Government advocated a bimetallic currency j but, on the other hand, the 
Belgian delegate urged the maintenance o f the statu quo currency everywhere.”

“  Paris, 10th May,—kb a meeting of the Metallic Conference to-day, the Italian dele
gates spoke on behalf of a bimetallic standard. The delegate of the Swiss Confederation 
(M . Burckbavd Bioohoff) dwelt upon the scarcity o f gold in the Swiss Confederation.
M . Thcorner, the Russian delegate, advocated a gold standard."

"London, 11th May.— Mr. Gladstone, in reply to a question in the House of Commons 
last night, said  ̂that the action o f  the Secretary o f State for India in sending delegates to 
the Metallic Conference in no way committed the India Government to anything in the 
nature o f the adoption o f a bicurrency. The Secretary of State for India wilt not encourage 
any material change in the monetary policy of India, but any measure calculated to promote 
the re-establishment o f the value of silver will be favourably considered.”

9. The London Times of March 21th publishes a letter from its corre
spondent at Paris, giving the official text of the draft resolution which France 
and the United States intend to advocate at the Conference. A  summary of 
the letter, and the text itself, is subjoined :—

“ The Paris correspondent o f> the Times gives the following official lexfc of the draft 
resolution expressing the leading ideas which Franco and the United States propose to 
advocate at the Paris Monetary Conference, which is to open on the 19th of April. I t  is, 
he says, quite understood that the Powers invited to the Conference are in no way committed 
either to the terms o f  the invitation or to any programme, but will be free to"recommend
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any measure which may improve international monetary relations, nor will any Power bo 
bound to abide by the resolutions which may bo'.adopted by the others

“ 1. Whereas bimetallism, or the monetary system which consists in simultaneously 
coining any quantity of gold and silver on the footing of a legal ratio between the weight o f  
the monetary unit in gold and the weight of the same unit in_ silver, had always boon prac
tised., and that only since a few' years has it ceased to operate in any part of the world ;

“ 8. Whereas, during nearly a century, tho principal continental mints had coined at 
the legal ratio o f 15$- all the quantities of gold and silver presented for;coinagef_ whereby 
alone, whatever the vicissitudes in the production o f  goi'd and the production o f silver, the 
relative value of the two metals was necessarily fixed in the entire world at the par of 15$, 
nobody ia any.country agreeing to part with cither gold or silver at a less advantageous 
ratio than that which it was known could be realised in Europe at the mints which were 
hound at the rate of 15$ to convert into coin having legal currency without limit o f  amount 
all the metal they were asked to coin ;

, ;3, Whereas, by tbis universal par o f value between gold and silver, the monetary 
material o f the entire world formed a single mass as homogeneous ns if it had been composed 
o f a single metal, but with this evident and very important superiority, that its paying 
power was much more stable than would have been the paying power o f gold disjoined from 
silver, or o f silver disjoined from, gold ; and this because the greater or less stability o f that 
paying power depeuds on the greater or less regularity of monetary production because the 
production of gold is very irregular,, also that o f silver, white the jo in t production o f the two 
metals valued at the legal ratio, is quite sufficiently regular ;

l|4. Whereas the above-mentioned universal par between tho value of the two metals 
whs of tho greatest service to countries subject to monometallism, such as gold monometallic 
England and silver monometallic India, which countries, owing to that par, could mu tually 
settle their pecuniary -dealings with almost as much facility and certainty as if they had one 
and the same metal as common m oney;

“ 5. Whereas, as soon as ijilver was no longer freely admitted to coinage by the States 
which hud previously been bimetallic, the universal par of value between the two metals 
necessarily disappeared; and inasmuch as through that disappearance the bimetallic and 
homogeneous material possessed by the world was decomposed into two monometallic materi
als heterogeneous to each other—-the material gold, the sole metal admitted to free coinage 
in Europe and America, and the material silver, the sole monetary metal in Asia, a twofold 
monometallism, which has Tendered the commercial and fiuancial relations between the two 
halves of the world almost as complicated and hazardous as if the exchanges between them 
were made by barter ;

6, Whereas, moreover, the States o f the Continent of Europe and the United States 
of America, while admitting gold alone to f e e  coinage, are encumbered with coined silver, 
and the silver coins of one country cannot be converted into money in other countries unless 
in Asia, but then undergoing all the loss resulting from the difference between tho ratio at 
which such silver ha,3 been coined with regard to gold and the much smaller ratio of gold 
realised on disposing of silver for an Asiatic destination now that the universal par no 
longer exists-—a ratio which would become smaller and smaller if the offers for sale of 
silver happened to be resumed, and continued ;

“ 7. Whereas it is, in fact, impossible to withdraw from circulation and get rid of the 
coined silver, not only because of the terrible fall which the Asiatic exchange would experi
ence and of the enormous losses which would have to be borne, but also because o f  the im
mense void such withdrawal would leave behind it— a monetary void which could not be 
filled either with the present gold, which has already its use, or with the future gold, which 
has not yet issued from the mines in general, and that chaos extremely prejudicial to tho 
interests of all nations, without a single exception, is solely attributable to monetary laws now 
in force in Europe and tho United States, and cannot be.: put an end to except by 
reverting to bimetallism;

“  8. And whereas such reversion to bimetallism and the adoption of the ratio 15$ by a 
preponderating group of nations would have the immediate effect o f  re-estnbli lung on a very 
solid basis the old universal par o f value between the two metals, o f enabling Europe with
out any loss to employ its old silver crowns in paving America, aud reciprocally o f  enabling 
tho United States, when their balance of trade allows it, to pay Europe with silver from 
their mines j and, lastly, of making silver a universal money, while retaining gold on the 
footing of 15$ as European and American money ;

“  Now, therefore, actuated by all these considerations, the American, French, eto,, dele
gates have resolved by common accord to submit to the ratification o f  their respective Govern
ments the following Convention

“  Article 1.— The United States o£ America, the French Republic, etc., form  them- 
selves into a Bimetallic Union on the terms and conditions hereinafter stipulated.
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Article 2.—The members of the Union shall admit gold and silver to mintage with* 
oi.' any limitation o f quantity, and shall adopt the ratio of 1 to 15$ between the weight of 
pure metal contained in the monetary unit in gold and the weight of pure metal contained 
;u the ,;aroe unit in silver.

“ Article 3 .—-On condition of this ratio o f 1 to X6§ being always observed, each State 
shall remain tree to preserve its monetary types—dollar, franc, pound sterling, mark, or to
change them.

“ Articled.—Any person shall he entitled to take any quantity o f gold or silver, 
either in ingots or iu foreign coins, to the mints of any member of the Union for the pur
pose of getting it back in the shape of coin bearing the State mark; the mintage shall bo 
gratuitous to the public ; men member of the Union shall bear the expense of its mintage.

“  Article 3.—The mints of eaeli State shall be bound to coin the metal brought by the 
public as speedily as possible and at the aforesaid ratio of 1 to J5| between gold specie and 
silver specie „ the coin thus manufactured shall be delivered to the person who shall have 
brought the metal or to his assigns; if the person bringing; gold or silver requests immediate 
payment of the sum which would accrue to him after the interval of mintage that payment 
shall be made to him subject, to a deduction which shall not exceed two pier thousand; the 
„um shall bo handed over at’ the will of the paying party in gold or silver coin or in notes 
being legal-tender and convertible at sight into metallic money.

“ Article 6.—The gold and silver money shall alike be legal tender to any amount in the 
State which shall have maim factored them.

** Article 7,—In each State the Government shall continue to issue as a monopoly, its 
small change or tokens; it shall determine their quantity and quality, and shall fix the 
amount above which no person shall be bound to receive them in payment.

“ Artitle 8.—The fact of issuing or .allowing to be issued paper money, convertible or 
otherwise, shall not relieve the State issuing it, or allowing it to be issued, from the above- 
stipnlnted. obligation of keeping its mints alway s open for the free mintage of the two 
metals at the ratio of I to 16§,

“ Articled.— Gold and silver, whether in ingots or in coin, shall be subject to no 
customs duty, cither on importation or exportation.

“  Article 10.— The reception of silver shall commence at the same date in all the mints 
of the Union.

“  Article 1.1,— The present Convention shall remain in force till the 1st of January 1900.
I f  a year before that date notice of its abrogation has not. been given, it shall of full 
rigid bo prolonged by tacit renewal til! the 1st of January 1910, and so on by periods of 
ten years until such notice of abrogation shall have been given a year prior to the expira
tion of the current decennial period ; it being, however, understood that notice of abroga
tion given by States having in Europe less than 20 millions o f inhabitants, or subject to the 
inconvertible paper money system, while releasing those States, shall not prevent or inter
fere with the decennial tacit renewal of the present Convention between tbe other 'members 
of the Union."

This official programme is substantially the same as the sketch given in 
paragraph 5 of my note of April 9th.

4. Regarding the course of public opinion in England, we find in the 
latest advices from England facts proving a very decided awakening and 
advance. The lead of Liverpool, mentioned in paragraph 22 of my note of 
9th ultimo, has been followed by Manchester, Glasgow, and an influential 
body of the merchants of London. The memorials, though not directly 
advocating bimetallism, evince a strong opinion that existing monetary >
conditions are unsatisfactory, and a desire that everything, short of establish
ing that system in England itself, should be done to restore the position of 
silver in the currency of the world. The following extracts afford a con
venient summary of the movement

From the London l( Times,"
“  Mr. Slagg; M.P., yesterday placed in the hands of Lord ffartington, the Secretary of 

State for India, b memorial with 1,700 sip nature:), including those of nearly all the leading 
firms iu and about Manchester, expressing the strong desire of the memorialists that 
England, and especially India, should be represented at the approaching Monetary 
Conference, in order to the restoration of silver to its due place in the monetary systems of 
the leading Powers.’ ’



From the “ Times of India.”
«  Although what has been caller! the 4 taint of bimetallism ’ has certainly spread widely 

in the highest quarters in this country, it cannot bo said that the prospects of a favourable 
issue to the Monetary Conference are inoroasiug. The reason is said to be that, while France, 
tho United Stales, ’'Spain, and It dy have agreed to accept bimetallism at the rati :> of 1 o 
15%, England has declared that she will be enable to take part in a conference, the conclu
sions of which have been practically fixed in advance. The meeting o f tho delegates on 
Monday will be duly formed, and an adjournment for another fortnight will be arranged.
The postponement, we are told, has therefore been decided upon in order to allow Fiance 
and the United States to enlarge the original programme of the Conference, and so to 
formulate the questions that it may no longer appear as if the freedom of action of the 
Conference was prejudiced. If this be the v-«e, it will probably be regarded as increasing 
the probability that' the Conference will not separate without some result. As ono o f your 
Brussels contemporaries remarks, ‘ the endeavour to satisfy the proper technical objection 
of the British Government to discussing foregone conclusions may be accepted as an expres
sion of an earnest desire on the part of the promoters to settle the questions at issue on as 
comprehensive a basis as possible, and a; being at the same time no indication that.hope* 
are entertained that a solution may be arrived at which will bo acceptable to the British 
representatives. ‘ Meanwhile tbs British Government are being subjected to extraordinary 
pressure from the commercial interests, i have already mentioned the presentation of a 
memorial from Manchester, signed by 1,700 firms, praying that England may he represented 
at the Conference. On Saturday (A prils) a memorial, signed by a large number of the 
most influential bankers, merchants, and others in the City of London, was addressed to 
Lord Harrington, earnestly begging that the interests of this country may be represented 
as they 1 view with apprehension the effects on commerce generally, and especially on the 
future o f our Indian Empire, arising from the present uncertainty winch attaches to the 
question proposed to be discussed by the Conference, and the further possible depreciation 
in values which may result from a failure o f its settlement.’ Among the signatories of this 
document were the Oriental Bank, the Chartered Mercantile Bauk o f India, the London 
and China Bank, the Chartered bank o f India, Australia and China, the Hong-Kong and 
Shanghai Bank, Bent, Palmer & Company, Anthony Gibbs A Company, the Peninsular 
and Oriental Steam "Navigation Company, Ernsfchaueen and Uesterley, the Delhi and 
London Batik, the Borneo Company, Chalmers, Guthrie. & Company, Smith, Wood & 
Company, Anderson,-Finlay & Company, Phelps, James & Company, Steel Brothers & 
Company,, Frederick Huth A Company, and Morton, Eose & Company. A memorial 
signed by 334of the leading firms of Glasgow and the neighbourhood, estimated to represent 
a capital of not less than £30,000,000, has also been forwarded to Mr, Gladstone and the 
Marquis of Harrington, praying that Great Britain may be represented at the Conference.
Tho terms of the memorial are as follows ■

*(1) We, tho undersigned merchants, Ac., of Glasgow and its neighbourhood, being 
subjected, direotly and indirectly, to serious losses and inconvenience by 
the fluctuations of exchange with silver paying countries are materially 
interested in the International Monetary Conference to be held in Paris 
in the course of this month.

* (2) We are very solicitous that Her Majesty’s Government should he represented at
this Conference convened to consider a question of supreme and universal 
importance, and so vitally affecting the vast trade o f this country with 
India, China, Japan, the West Indies, Mexico and South America.

* (3) We view wit h much anxiety any fuTthor disuse of silver as a circulating medium
by the nations of Europe, not only because of the serious effect upon 
exchanges with silver-using oQuntries which must follow, but also in view 
o f the dangerous disturbance oertain to result in tho value of gold, and 
consequently ia the home and colonial currency.

< (4) vVe, therefore, pray that representatives from the Imperial and Indian 
Governments may be sent to the International Monetary Conference, and 
that at least they be authorised to give assurances that Her Majesty’s 
Government intend that silver will remain the standard of value in Her 
Majesty’s Indian possessions. ’

“  Considerable attention has been given to tho views published by Mr. Edward Cazalet, 
ft prominent English advocate of bimetallism, who ascribes all the trade adversities of recent 
years to the growing divergence between the values of silver and gold. Even the inisfor- 
umes of the farmers and landowners o f this country, which have been commonly attributed
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to bad harvests and foreign competition, Mr. Cazalet places side by side with the losses o f 
India and China merchants and of the Indian Government as being largely due * to the 
disordered state of the oarrenoy o f the world.' Mr, Cazalet goes so far as to say that 
.English cotton-spinners are suffering because their French competitors are paying wages 
in silver, which is depreciated to the extent of 18 per cent. Mr. Caaalet omits to remember 
that money values in France are as purely on a gold basis as our own, and that consequently 
the French employer has no advantage over his English rival. M. de Laveleye, formerly 
a njonometallist, has addressed a letter to his colleagues of the Cobden Club, in which he 
.urges that the success of the United States which 1 by elevating their customs duties, hove 
created a favourable balance of trade payable in metal' will be a precedent fatal to Free 
Trade if the struggle for gold is allowed to continue. Germany, he says, advanced her 
duties because she saw her gold ebbing away. Lumitti, who usually represents Italy in 
negotiating treaties o f commerce, has not hesitated to declare that Italy will do the same if  
she sees the gold which she is about to borrow again leaving the country, iiussia has 
already adopted the same measures in order to hove the means for resuming a specie circu
lation by keeping the gold which she produces, and aha now exacts payment of her duties 
in gold. The demands of the French protectionists will become irresistible if the drain 
of gold from France continues. Finally, Austria has adopted the same policy, and also 
exacts payment of her duties in gold. ‘ People will read the excellent works which the 
Cobden Club distributes by thousands ; hut the law of Darwin (the law of the struggle for 
existence) will prevail, and everybody will exclaim—“ Rather an advance o f the tariffs which 
is felt by the foreigner than an advance of the rata of discount which is felt at home. ”  It 
is erroneous, M , do Laveleye contends, to say that, the principles o f Free Trade lead to the single 
standard ; on the contrary ‘  the single standard hills Free Trade.* * America,’ he concludes, 
f has sent messengers o f peace to Europe to initiate union and harmony instead of antago
nism. If Europe does not accept the hand which is offered to her, aud the economic 
struggle is allowed to continue, rest assured that it is not America which will succumb.
Lastly, Mr. geyd has issued a pamphlet in which he undertakes to shew * how England 
may maintain her gold valuation ’ and yet give * support to silver.’ This is to be done 
(so he argues) by simply adding to our coinage a four-shilling piece, which is not to be a 
token like our othor silver coins, but to be as near as possible intrinsically worth 
that sum,”  „

5. From the telegrams regarding the Conference, though they are rather 
confused and ill drawn up, we may apparently infer that the matter is not 
progressing so unfavourably as has been supposed, or as the recent fall in 
silver seemed to indicate. The old Latin Union of France, Switzerland, Italy,
Belgium, and Greece adhere to bimetallism, and they have gained new allies 
in Holland, the Scandinavian Union, and the United States. Regarding 
Austria the report is apparently favourable, and as to Russia it is conflicting ; 
but neither one of any practical importance. The declaration of Germany,
I take to mean this, that, though adhering in name to her gold standard, she 
will retain her silver thalers in legal-tender circulation at their present 
proportion of 15| to 1 of gold, and will aid silver not only by making no 
more sales, but by withdrawing hey 5-mark gold pieces and letting thalers, or 
silver pieces of the same value, take their place, This is virtually all that 
could be wanted or expected of her. She, of course, could not throw her 
mint open to coin the silver of other people until she had used up the silver 
she possesses of her own; and this she will do, in keeping up the thalers and 
other silver coins during the term of years to which reference is made. The 
most unsatisfactory point in the whole is, that the Indian delegate has, 
apparently, not made any declaration in the terms of our telegram of the 
I&fch ultimo or otherwise, but has merely offered to give information,”

6. As to the state of matters in England, it is clear that considerable 
pressure has been put upon the Government from influential quarters, and that 
they are by no means unaffected by it. Mr. Gladstone's reported utterance two 
d a y s  ago is especially encouraging. He does not go further against bimetal
l is m  than to say that the Indian Government are not “  committed ”  to it 
by the fact that they have sent a delegate. His statement that “ the
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Secretary of State for India will not encourage any material, change in the 
monetary policy of India”  is qualified by the declaration that “ any measure 
calculated to promote the re-establishment of the value of silver will be 
favourably considered.. ’ What is a **. material change, ”  and what measures, 
short of such a change, are alluded to ? That no Government, could propose 
bimetallism for England itself is clear; but then, we do not ask that any 
Government should do so.

7. Under these circumstances, I venture to represent that, possibly, a
very material influence towards a favourable settlement might he exercised if 
the Conference were at once informed how far we were prepared to go, and 
assured that we were friendly, as far as our circumstances would allow. I 
would suggest the despatch of the following telegram to the Secretary 
of State <»

“ Renter reports that Indian delegate on Qth instant merely offered information. We 
think success of Conference and re-estahlislunont of value of silver wonid be promoted if 
delegate announced retention by Indian Government of silver coinage,, with liberty to add gold 
hereafter, in terms of onr telegram of Xlth ultimo, and also Intention to coin silver 34-anna 
pieces hero for circulation in India and in London for remittance to East only, together with, 
retention by Bank of England of about five millions silver balance under Peers A ct.”

8, The first portion of this telegram merely asks that what the Governor 
General's Council agreed to on the 13th ultimo may be declared. The second 
is an adoption of the first, second, fifth, sixth, and seventh of the Steps 
suggested in paragraph 18 of my note of April 9th-—that is, of only such 
part of my proposals as relates to silver, and to its use in India. The result 
will be, first, the facilitation and cheapening of silver remittances to England 
and the raising and steadying of the exchange, as explained in my fifteenth 
and twentieth paragraphs; and secondly, the increase of the demand for silver 
as explained in my paragraph 18, The steps omitted I deem as desirable as 
ever; but, under the pressure of circumstances, they can stand over at present. 
The recommendation in this limited form does not, I would point out, involve 
bimetallism at all, and cannot be termed a u material change in the monetary 
policy of India." It is merely for the addition of a coin to, our silver currency 
..ad the providing of it at a place, namely, London, whedk it is in practice 
found to be much required. As such, it seems to fall well within the category 
of measures c( calculated to promote the re-establishment of the value of silver,”  
for which Mr. Gladstone promises favourable consideration.

885
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N ote by tuts Hoxom unus Sib  E, Basing, bated 18th M ay 1881.
1 submit a further Note which Mr. Hope has prepared upon the proceed

ings of the Bimetal lie Conference at Paris, This Note'shows clearly what is 
the present state of our knowledge of the proceedings of the Conference, 1 
cannot think that the presailt state of affairs is satisfactory. We have received 
officially no information in respect to the course of events in Faria. The last 
telegram from the Secretary of-State, dated the 11 th May, informs us that a 
despatch will leave London'to-day oommunioating the appointment of Sir'Louis 
Mallet and Lord Reay as delegates to the'Conference, with their instructions.
Until this despatch'is received, it is said it will be unnecessary for us to reply to 
former despatches. The views-of the Government of India upon the theory of 
bimetallism are, for the moment, of less practical .importance than the attitude 
adopted by the Indian delegates at Paris, The main question now is, what 
attitude those delegates should adopt. I may well be that any final decision 
must be postponed until the proceedings of the Conference have .been reported ; 
but the nature of the report will, pf course, largely depend upon the declara
tions now made by the delegates, It becomes, therefore, very important to 
decide whether any immediate action is to be taken or not, 1. have frequently 
stated that on this subject I consider we should do wisely in adopting an atti
tude of caution and conservatism. Inasmuch as the main objects we have in 
view, namely, the rehabilitation of silver and the assurance of stability to 
the rupee, maybe gained without India joining the Bimetallic Conference, I 
am of opinion that no declaration that we are prepared to join the Union is in 
any case necessary, even if we were more thoroughly convinced of the theoreti
cal merits Of bimetallism than is probably the ease. But there appears to rue 
to be a vast difference between adopting an attitude of caution and the. purely 
passive attitude which, so far a3 I can gather from Heater’s telegrams, is now 
being adopted by the Indian delegates. The result of the Conference is of 
vast importance to India. 1 think vve can do move than adopt an attitude of 
indifference, which can well be construed into one of hostility. We may 
surely show-that, although-we may not he prepared to adopt the bimetallic 
principle, we are, at all events, friendly neutrals, and are prepared to adopt 
certain measures which will, perhaps, help towards the objects in which we, in 
common with many other nations, are vitally interested. I can see no pos
sible barm or danger in the declaration being made, which was proposed in 
our telegram of the ! 3th April, and I attach special import ance to our say
ing that we reserve to ourselves the right of coining gold later, if we think 
fit to do so. Such a declaration is tantamount to saying that, although we 
are not at present prepared to join the Bimetallic Union, at the same time 
we do not absolutely pin ourselves down to the principle of monometallism, 
but that we are still open to conviction, and may possibly, at some future 
period, reconsider our position. I can see no possible harm or danger in this.
To adopt any other attitude is to go the length of Mr. Giflen and the extreme 
mono metallists, whose position really amounts on this—that not only are they 
at present convinced of the unsoundness and impracticability of universal 
bimetallism, but that they are not open to conviction by the light of future 
experience. This is not caution, it is prejudice.

It will be seen that Mr. Hope also proposes that we should intimate our 
willingness to coin 84-anna pieces. l ean see no possible objection to this *

*

*



either. The proposal, aa now modified, is not”bimetallism. In  fact. It may 
be consideiv-d wholly independent of bimetallism or monometallism, It  merely 
amounts to this, that should, by reason of .the adoption o f the bimetallic 
principle, the value o f gold to silver be restored to the old proportions of 1 to 
I§| , we shall have a loom in India which represents one-fifth o f a sovereign , 
and will, therefore, be convenient* Moreover, if  the English Government will 
consent to coin a certain number of these pieces at their mint, which shall 
not be legal-tender m England, but shall be used merely for transmission to 
the East, a. very considerable facility will he afforded to merchants who wish 
to remit silver to India,; tor, ir.stead o f having to bay up Mexican dollars, 
etc., and send them to I he Indian mints to be coined, they will be able to 
obtain from the Bank of England a silver Coin which, on arrival in India, 
will at once enter into circulation- If'the English Government is-really in 
earnest in wishing to adopt .such reasonable measures as, without in any way 
changing their present currency system, may afford some help to India, I 

. cannot see what objection there can be'to the adoption by England of the 
course proposed. An alteration would be necessary in the Bank Act to this 
extent, that silver coin and bullion, instead o f silver bullion only, might, to a 
limited extent, say five millions, be held against currency notes.

I t  will be seen that Mr. Hope proposes to telegraph to the Secretary of 
State. I agree in the general sense of this telegram ; but I thick, consider
ing the importance o f the subject, it will be desirable to express our views at 
somewhat greater length. I would telegraph as f o l l o w s -

85 Renter reports Mr, Gladstone to have stated that any measure calculated to promote 
reestablishment of value of silver will bo favourably considered. Reuter also report# that 
Indian delegates merely offer information to Conference, In view of great importance to 
India of result of Conference, we.do not think that attitude of delegates should ire entire(3 
passive. We think that, as proposed in telegram of 11th ultimo, delegates should announce 
intention of India to retain silver coinage, with liberty to add gold hereafter. We are also 
of opinion that India should announce willingness to coin 34-anna pieces. We trust English 
Government will announce its- willingness to ooin similar pieces at mint for remittance .to 
East, only, together with modification of Bank Act in the sense of allowing silver coin and 
bullion to be held against currency notes, instead of silver bullion only.'*
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Despatch **ou the Govb'Hnmisnt o* India,' to the Seoertabi of Statw 
fob. India, No, 148, dated 10th June IH8.L

Wo have the honour to acknowledge the receipt of Your Lordships des- 
patch No, 79, .laud 24th February 1881.,* in which we are invited to «tate our 
vie ws “ in the event of its being proposed- that India should become-a mem
ber of a Union, based on principles of bimetallism for a limited term of

* V ‘ , , .....„ , oflA 2. Since the receipt of that despatch, the tele-
rotary of’ Star? April ‘ 13th, grams, copies* of which are enclosed* in § this des- 
1&81, patch, have passed between /our Lora.ship and
No. 2. Telegram from Sec- the Government of India. We learn from Your 

rotary of Stats, May 11th, X/ordship’s telegram of the 25th nit*mo that the
1 No.'3. Telegram to Secretary Pf  >* fbmferenco has been adjourned to 30th 3 o n e .  
of State, May 13th, |B81. W e take the opportunity tl- ns afforded to u;s of 
No. 4. '  Telegram from Sec* stating to Your Lordship our views . at greater 

rotary of State, May , Mth> ie!1gth than is possible in telegraphic com muni- 
1881. cations,
r S / . P S 1 » T  IT *  8. It would U  diilicalt to oiaggwuto tho im- 
L»dir portanee to India of the subject on which an ex-
No. 0. Telegram to Secretary pression of our ojiinion has been invited. The 

of Bate, May 1.8th, 1881. r#a| }oSS py exchange to the Indian Treasury
during the cmivnt your, resulting from the di„.

No 8 Teiegtam from See* tuvbance ot the equilibrium previously existing 
votary of State, May 25th, between gold and silver, may bo  approximately 
18*L. estimated at 112,05,86,000 (see paragraph 80 of
the Financial Statement for 1381*82). The actual loss, however, although a 
matter of great importance, is not, in our opinion, the point, to which the 
greatest importance is to be attached. The real evil to which »ve are-now 
exposed ie, that we never know what our loss or gain may be. Siivei has, 
during the last few years, failed to fulfil the chief function which is required 
of a standard of value. It has been subject to great fluctuations. Under 
these circumstances, it is difficult to initiate, with confidence, any policy of 
fiscal reform. .Our estimates axe liable to be upset at any moment by a sudden 
and gratuitous drain on oar resources, arising from circumstances wholly 
beyond our control. We are aware that it has been sometimes argued that the 
evils arising from fluctuations in exchange have been exaggerated, and we 
agree in thinking that if the value of the rupee would Settle down at, say, Is,
8? our financial difficulties would he by no means insuperable. We cannot, 
however, forget that the present condition of the silver market is deranged, 
owing mainly to the action of Germany and the consequent suspension in 
France of the Monetary Law of 1803. We can have no assurance that what 
lias happened, before may not happen again. Exchange, may indeed, even
tually settle down at a figure, liable only to such changes as are consequent 
on variations in the balance of trade, Oar whole financial arrangements may 
be adjusted on this basis, and stability to tho silver market may possibly, for 
a few years, be ensured. But we can never feel sure that a further demone
tisation ol silver will not take place, with the result of again depreciating the

* Not printed in this volume.
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nipee. W e should then be again obliged to re-adjust our whole financial 
system. The result would probably be that wo should either have to push 
economy in the civil administration so far'aa to cripple the development of the 
country, or that we should have to reduce our military establishments to>a 
dangerous extent, or that we should have to look out for new sources of reve- 
&uer~a course attended with considerable difficulty and open to some poli
tical objections. A  further depreciation of silver is, indeed, at present by no 
means a remote or improbable contingency. Should, unfortunately, the Con
ference now sitting in Paris not result in any satisfactory arrangement, we 
can hardly hope that silver will remain at its present value. I t  seems more 
probable that a further depreciation will ensue.

A  We have dwelt upon the difficulty ofinitiating, with confidence, any 
policy of fiscal reform in the present condition of the silver market. W o 
need scarcely remind Your Lordship of the many important questions bearing 
on the finances of India which remain at present in a position more or less 
unsettled. Powerful interests are constantly being exerted in England, with 
a view to reforms being effected in our customs tariff, and to a modification 
of the system under which our opium revenue is derived, The reduction o f the 
salt tax is a measure which would confer great: benefit on the population of 
India, and one to which our attention, has frequently been directed by high 
authorities in* England. The recent report of the Famine Commissioners 
abundantly testifies to the inadequate manner in which large tracts of country 
are protected against famine 5 and even if private enterprise be enlisted to aid 
in the construction o f protective works, we can scarcely hope that those works 
will be constructed without causing some temporary drain upon our excheuuor,
In the present unsettled condition of the silver market, it, is well nigh impos
sible to deal in any satisfactory manner with these and other questions, which 
in themselves present difficulties of no ordinary description.

5. The subject on which our opinion has been invited, is one upon which 
great difference of opinion exists amongst the highest authorities, whether 
in respect to the theories involved, or in respect to the practicability of 
giving effect to those theories. Under these circumstances, we think that cur 
attitude should be one of caution and conservatism, and that we should go no 
further than necessity demands, in order to accomplish the main objects we 
have in view, namely, the rehabilitation of silver and the insurance of .stability 
to the .rupee. A t the same time, it is so important that no action on behalf 
of India should be wanting to attain those objects, that we should hesitate to 
reject any means that we can legitimately adopt in order to ensure the success 
of the present Conference.

(!, Whatever difference of opinion may exist upon this difficult question, 
we think that it will be generally admitted that even what is called particular 
bimetallism,— that is to say, the bimetallism o f one State,-—supposing it to be 
possible, would contribute to the objects we have in view, and that the attain
ment of those objects is rendered more and more probable as the number of 
States which entered the Bimetallic Union is increased. It is now univer
sally admitted that the French Monetary Law of 1803 was, during the period 
of its operation, one o f the chief factors in regulating the relative values of 
silver and gold throughout the civilised world. Mr. Stanley Jevons, himself 
a monometallist of distinction, has said that u for some 50 years it (that, is to 
say, the value of silver) was held pretty steadily at this point (151 to l) by 
the action of the French Currency Law.”

1, W e do not tbi.uk it necessary that we should enter into a discussion



H W W :  ( c i
Ygf f A'  ' i A l A Y 390 y

upon the theory of bimetallism, or that we should dwell on the many impor
tant collateral points on which such a discussion const necessarily touch, I t  
would be impossible to  treat the subject adequately within the limits of an 
ordinary despatch. W e will only lay, therefore, that; the whole question has 
received our very careful attention, and that, should four Lordship think it 
desirable, we are prepared to stale at greater length the reasons which have 
led us to the conclusions which we are about to enunciate,. For the present, 
we coniine ourselves to a statement of those conclusions.

8. In our telegram of 13th April, expressed our opinion that—
« India should be represented at the Conference on fcho> basis that we will engage to 

eoin silver in unlimited quantities at our mints, and to continue the use of silver usA legal 
tender for debts o f any amount for the period the proposed Convention remains iu fo ite , 
reserving the right o f  also coining gold freely and making gold also legal tender if hereafter 
Government thinks fit."
A t the same time we said that we bad not as yet had time to consider thoroughly 
the question of whether any further measures could be adopted for rehabilh 
tating silver and affording stability to the rupee, but that we hoped shortly 
o address Your Lordship on the subject. We gather from Your Lordship’s 

Despatch No. 157 of 12th May, that the instructions given tb the Indian 
Delegatee are generally in accordance with our suggestions, with the excep
tion that, according to those instructions, the term of years during which w.e 
are to engage that silver should be freely coined at the Indian mints is limited 
to ten. In our telegram of 18th May we have again expressed our opinion 
that the period for which India might pledge herself to continue the coinage 
of silver should not lie limited to ten years, or other definite period, but should, 
extend to the period during which the Convention of other nations remains in 
force. We are glad to learn from Your Lordship’s telegram of 25th May 
that the statement of the Indian Delegates was favourably received, The value 
of that statement, we conceive, consists in, this, that other nations will be as
sured that in the event of their taking measures, the result of which will be 
the rehabilitation of silver, India will be under an obligation not to take ad
vantage of those measures in order to adopt a single gold standard,

BA. We are inclined to think that this declaration is all that other Powers 
require from the Government, o f India, and we are confirmed in this impres
sion by the statement in Your Lordship’ s telegram of 25th May, to the effect 
that no “  further action on the part of the Indian Government has hitherto 
been suggested. ”  Without a more full report of the proceedings of the Con
ference than is at present available to ns, it is difficult for ns to express any 
further definite opinion as*tothe attitude which the Indian Government should 
adopt. It  is difficult to predict, with confidence, wl at in the ultimate future 
would be the result if India were to join the Bimetallic Union. There is 
much to he said against anything in the nature of an experimental change in 
a currency system. It is, therefore, certainly an advantage to preserve full 
liberty of action for the future to the greatest extent possible; and if it is clear 
that the step already taken by the Indian Delegates is all that is required on 
the part of the Government of India, we should deprecate any .further pledge 
being taken. We are unable to say how far a declaration on the part of the 
Government of India that they are willing to join a Bimetallic Union, would 
materially influence the results of the Conference. Should, however, the 
alternative present itself, between allowing any international arrangement to 
break down and pledging India to join the Bimetallic Union, we are of opinion 
that we bhould be justified in going a step further. Under these c rounn-taficea, 
we should be prepared to recommend that India should join the Bimetallic
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U n io n , i f  a 'su ffic ien tly  la rg e  'num ber o f  o il ie r  G overn m en ts  w ere prepared  
to  jo in ,  I f ,  fo r  in stan ce , th e  U n ite d  S tates, th e  L a tin  U n io n , and G e rm a n y  
w ere prepared  to  jo in , we sh ou ld  th in k  the com b in a tion  su ffic ie n tly  s tro n g  to  
ju s t i f y  us iu  jo in in g  a lso . In  re sp e c t  to  our .adhesion to  any w eaker coa lit io n  
th a n  th a t w h ich  w e have n am ed , w e m ust reserve o u r  o p in io n  u n til w e  k n o w  
w h a t  is its  precise com p o s it io n . B y  jo in in g  th e  B im e ta llic  U n io n , w e m ean  
th at o u r  m in ts  w o u ld  he free ly  open  to  the co in a ge , o f  both  g o ld  and s ilver , 
th e  co in s  to  be m a n u fa ctu red  o f  each m etal being' leg a l-ten d er  m on ey  in th e  
sam e ratio  to  each o th e r  m th a t  adopted  by th e  o th e r  m em bers o f  the U n io n .
‘i h e  m o s t  co n v e n ie n t coin  fo r  In d ia  w ould  p ro b a b ly  be, iu resp ect to  g o ld , a  
so v e re ig n , and in resp ect to  s ilver it  w ou ld  be desirab le  to  m a n u fa ctu re  a c o in  
represen tin g ’ o n e -l i f th  o f  a s o v e re ig n  in the ra tio  adopted  b y  th e  U n ion . . T h e  
variou s subsid iary  p o in ts  w hich  arise in co n n e ctio n  w ith  th is  s u b je c t  need n ot 
now  be d iscussed .

9 . Y o u r  L ord  sh ip  w ill understand , th ere fo re , th a t w o sh ou ld  p re fer  to  
m ain ta in  the a ttitu d e  w h ich  has been  already a d op ted  by  the In d ian  D e lega tes  
at th e  C o n fe r e n c e ; b u t  we recom m en d  adh esion  t o  a s tro n g  B im e ta llic  
U n io n  as d ecided ly  p referab le  t o  th e  con tin u a tio n  o f  the  p resen t ord er o f  
th in g s ,

1 0 . I n  ou r te leg ra m  o f  1 8 th  M a y ,  w e v e n tu re  t o  ex p ress  a hope th a t  
H e r  M a je s ty 's  G o v e rn m e n t w ou ld , jn  respect t o  th e  e n g a g e m e n ts  ta k en  b y  
E n g la n d  on her ow n  behalf, g o  as fa r  as w as le g it im a te ly  p ossib le , to  help  
any in tern a tion a l a rra n g em en t w h ich  w ould g iv e  s ta b ility  t o  s ilver , w ith ou t 
c o m m it t in g  itse lf t o  th e  b im eta llic  p r in c ip le ;  an d  we su g g ested  fo r  the 
sp ecia l con sid era tion  o f  H er M a je s t y 's  G o v e rn m e n t w h eth er  it  w ou ld  n o t  be 
p ossib le  to  arrange f o r  the B an k  o f  E n g la n d  to  h o ld  the fu ll  a m o u n t o f  s ilver  
reserve  f o r  w h ich  p rov is ion  is m a d e  in Sir H u bert P ee l's  A c t .  I t  w ou ld  be  
b eyon d  ou r p rov in ce  t o  d iscu ss  th e  a ttitu d e  w h ich  H e r  M a je s ty 's  G o v e rn m e n t 
m a y  th in k  lit to  a d o p t  in respect to  e n g a g e m e n ts  taken  on  b e h a lf o f  E n g la n d . 
N e ith er , in  fa ct, are w e in  a p o s it io n  to  ju d g e  w h eth er a n y  o f  th e  su g g e s tio n s  
w h ich  h a v e , fro m  tim e  to  t im e , b een  m ade in  th is  respect, and w h ich  fa l l  
sh ort o f  adhesion to  th e  B im e ta llic  U n io n , are con sidered  fea sib le  o r  n o t .
W e  w o u ld , h ow ever, a ga in  ea rn estly  express a hope th at, in  v iew  o f  the 
vast im p orta n ce  o f the  s u b je c t  to  In d ia , a n y  m easure te n d in g  to  fa c ilita te  
•an in tern a tion a l a rra n g em en t, w ill receive th e  ca re fu l con sid era tion  o f  H e r  
M a je s t y 's  G o v e rn m e n t. W h e th e r , in  th e  e v e n t o f  In d ia  jo in in g  th e  U n io n ,

•the silver |ths o f  a  sov ere ig n , w h ich  we p rop ose  to  co in , m ig h t  form  a p art 
o f  th e  B a n k  o f  E n g la n d  reserve in  silver, t o  w h ich  w e re fer  in  ou r telegram , 
o f  18th  M a y , and  w h eth er th ese  co in s  m ig h t, to  a  bu n ted  e x te n t , be m ade 
lega l ten d e r  iu E n g la n d , are m a tters  u p on  w h ich  w e  can express no op in ion . 
T h ey  are  en tire ly  f o r  th e  con sid era tion  o f  H e r  M a je s ty 's  G o v e rn m e n t ; b u t  
sh ou ld  these m easures, be adopted , th e y  w ou ld  p rob a b ly  ten d  to  increase the 
d em an d  fo r  silver a n d  to  g iv e  s ta b ility  to  the In d ia n  ex ch a n g e .

1 1 . H is  E x ce lle n cy  th e V ice ro y  dissents fr o m  th is  d esp a tch , an d  has 
record ed  his v iew s in  a separate M in u te , w h ich  w e  en close . O u r  H on ou ra b le  
C o lle a g u e , M a jo r -G e n e ra l W ilso n , agrees w ith  th e  view s set fo r th  b y  H is  
E x c e lle n c y  the V ice ro y ,
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M inute bt  the E ight H on ' bu s  the M arquess of R ipoN, bated  10th J hnb
1881.

T regret to  be ob liged  to  record  m y dissent from a D espatch  w hich  ban 
been agreed to  by a m a jority  o f  m y  colleagues $ bu t it  appears to me, and i t  
m adm itted  b y  those w ho are in  fa v ou r o f  the despatch , th at no one can bo 
a party  to  it  w ho does n ot believe in the soundness o f  the  th eory  o f  b i 
m etallism . I  do not believe that th eory  to  be sound, and, therefore, I  ca n n ot 
assent to  the despatch .

It is true that the despatch gives but a timid and grudging approval 
to bimetallism. It  admits that “  without a more full report of the 
proceedings of the Conference than is at present available to as, it is difficult 
for us to express any further definite opinion as to the attitude which the 
Indian Government should adopt; "  and it states that ** it is difficult to predict 
with confidence what in the ultimate future would be the result if India were 
to join the Bimetallic Union.5' It strikes me that the natural conclu
sion from such premises would have been that we should have waited before 
committing ourselves on the subject of bimetallism until we were in 
possession of a full report of the proceedings of the Conference and were 
able to gauge with some degree of confidence what would be the future 
result to India of the adoption of a double standard; and I am the more 
confirmed in my belief that a cautious and Waiting attitude is that which, 
under present circumstances, it would be wise for us to assume, because I  
learn from the Secretary of State's telegram of the 25th May that the 
“  statement of the Indian Delegates "  at the Conference “  was favourably 
received/' and that ** no further action on the part of the Indian Government 
has hitherto been suggested." This being so, a further step of such 
magnitude and importance as an offer to adopt bimetallism is, in my 
judg rnent, impolitic and unnecessary.

But the majority of my colleagues have thought otherwise, and they 
have determined to recommend to the Secretary of State to direct the Indian 
Representatives at the Paris Conference to declare, in certain contingencies 
set out in the despatch, that India is willing to join a Bimetallic Union. To 
such a recommendation 1 cannot he a party, because it involves and is admit
ted to involve, au approval on the part of the Government o f India of the 
theory of bimetallism. Now what is the fundamental principle on which 
that theory is founded ? It is laid down very clearly and unmistakably by M . 
Czermischi in his pamphlet entitled “  M. Michel Chevalieret le Bimetallisme" 
the opening words of which are as follow s :— ** Si les grandes nations se 
mettent concords mrnenfc a frappev monnaie d'argent pesant 15 | ibis leur 
monnaie d'or la valeur relative des deux mefcaux sur le marche general 
Be jjourra plus variety an poids d'or vaudra partout 15i poids d'argenfc. Tout 
le Bimetal iisme est la ." This doctrine is, therefore, the foundation of bi
metallism, and it must be borne in mind that M . Cjaernuschi does not confine 
his assertion of the power of a combination of nations to regulate by law 
the relative value of gold and silver, so that they cannot vary, to any parti
cular ratio which may approach to the real market ratio of the day. He 
prefers the ratio of 15£ to 1, but ha holds that it is in the power of acombiua- 
tion of Governments to fix and t.o maintain any ratio they please. He says 
/Bimetallism at 15} to 1, page 80),— “  In  principle all ratios are equally

*



good ; ilo  ratio at 10, the ratio at. 15, the ratio at ‘20 would each work with 
the same efficacy' and the same regularity, were any of them adopted by great 
States furnished with ample supplies of metallic money.”  I t  seems to mo * 
undoubtedly to follow from these statements that, if the bimetallic theory were 
true, it would be in the power of an union of great States to decree that an 
ounce of silver should be equal in value to an ounoeof gold, and that thenceforth 
their value in the general market would at once become equal and could not 
change f ‘ nepourra pin varier **:) so long as the Union chose to maintain its laws 
unaltered. In such a doctrine I am quite amide to believe : it appears to me to 
be contrary to some of the most essential principles of Political Economy ; it. is 
based, as f  think, upon a miscoueaption of the laws which regulate the value 
of gold and silver; and I cannot divest myself of the conviction that a theory 
resting upon such a misconception must in the course of time produce those 
mischievous consequences which always follow, slowly it may be, but surety, 
upon any attempt on the part of men or of Governments to interfere with the 
operation of natural laws. I cannot, therefore* recommend the Secretary of 
State to pledge the Government, of India to the adoption of a system derived 
from a theory so fundamentally unsound.

I  desire also to point oat that no information whatever has been furnished 
to the Government of India by the Financial Department with a view to 
show what would be the effect in India itself of the introduction of a legal 
tender gold coinage. We have no facts before us which would enable us to 
form any judgment as to whether the new gold coins would form an effective 
and useful addition to the existing circulation, or whether they would, to 
whatever extent they might be accepted by the public, displace the silver 
now in circulation. The despatch alludes to the manufacture of a new silver 
coin o f 84 annas ; but no evidence has been laid before the Government upon 
which a safe opinion could be founded as to the existence of a desire on the 
part of the mercantile community in. this country, or of the people at 
large, for the introduction of such a piece, or as to the effect, upon the 
ordinary transactions of life of the issue of a coin which h not; a multiple 
of tli^ rupee. It appears to me that these and similar questions ought to bo 
very carefully examined and considered before the Government of India binds 
itself to foreign Governments to adopt a bimetallic system of currency.

I  wish, finally, to place upon record my entire agreement with the views 
expressed by the Secretary of State when he says in his instructions to the 
Indian Representatives at tire Monetary Conference at Paris that he is 41 ready 
to consider any measures which might be suggested for adoption in India as 
being calculated to promote the re-establishment of the value of silver/' I  
feel strongly the importance of resorting to any sound and well-considered 
proposals calculated to produce that effect; I have already concurred with my 
colleagues in submitting such proposals to the Secretary of State; and I. shall 
be at all times prepared to support any further measures having that; object 
in view, which are not inconsistent with sound economical principles, after they 
have received that cautions and deliberate examination to which all measures 
affecting the currency ought always, as it seems to me* to be submitted.
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DbsPATCU FROM TBF, GoVimNMF.NT OF INDIA, TO THE SECRETARY OP STATE tfOR

India, No. 45, dated 2nd Fibeuaky 1886.
On the 12th instant, wo addressed to Your Lordship the telegrain,* of 

which a copy is appended to this despatch, on the subject of the present 
uncertainty regarding- the future relative value of gold and. silver, and we now 
desire to lay before You.’ Lordship a. statement of the grounds on which we 
consider it desirable that an attempt should be made, at the present time, to 
1 ring about a renewal of the discussion of v, question which is of vital 
importance to our finances, and of which, up to the present date, no satisfac
tory solution has been obtained.

In doing bo, it will be necessary for us to refer to the facts of past; years, 
but we shall refer to them briefly, and only at such length as is required to 
explain our general line of argument.

2. The immediate cause of the wide departure from the old ratio of 
exchange between gold and silver, which has been witnessed within the last 
twelve years, was the abandonment of the free coinage of silver by the Latin 
Union in 1874, and this date may conveniently be taken as our starting point.

The stoppage of the free coinage of silver by the Latin Union led to a 
rapid and heavy fall in the gold price of silver, the average rates obtained in 
•-access ive years for bills drawn on India by the Secretary of State having
been as follows :— s. d.

1872-73 ................................ • . . 1 10-81
1873- 74    1 10-36
1874- 75 . . . . .  . 1  1022
1875- 76    1 D 64
1876- 77    1 8‘49
1877- 78   1 3’7a
1878- 79 « . . . ....................................1 776
1879- 80 ..... .............................................................. 1 7-y6
1880- 81    1 796

8. The fall in the rate of exchange between India and England imposed 
upon the Indian finances a heavy burden, and the financial embarrassment 
which it caused was aggravated by increased expenditure in connection With 
the Bengal Famine in lb73 and 1874 and the Madras and Bombay Famines in 
! $76, 1877, and 1878, as well as by heavy expenditure on military operations 
in Afghanistan in 1879-80 and 1880-81. Speaking generally, the period of 
financial pressure to which we refer may be said to have extended from 187 3™ 7 4 
to 1880-81, and to have .involved increased taxation, large reductions in 
public works expenditure, and a heavy addition to the gold debt held in 
England. Ultimately, when war and famine ceased, the growth of revenue 
under the influence of good harvests and consequent general prosperity proved 
to be move than sufficient to cover the. increased expenditure clue to loss 
by exchange a nd other causes, and the financial difficulties of the Government 
of India had completely disappeared in 188’-82, the surplus of that year 
being no less than £’2,582,000.

4. The satisfactory state of the finances in the beginning of 1882 enabled 
the Government of Lord Itipon to make large remissions of taxation.

At that time, the state of the exchange between India and England justi
fied the adoption in the estimates oE Is. 8d. per rupee as the rate for the home 
remittances of the Indian Government during the coming year.

* Not. printed in this volume.
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Between March I.S82 and March 1885, however, the decline in the 

exchange value of the rupee* apart- from merely temporary fluctuations due to 
special causes, was continuous though not rapid, and in framing the estimates 
of 1885-86, it was not considered safe to take a higher rate than Is. Id,

Notwithstanding' the additional burden imposed on the Indian finances by 
the fall of a penny in the rupee, which occurred iu the three years above 
referred to, the steady growth of the revenue more than covered the additional 
loss by exchange, and the estimates o f 1888-86 showed that the- actual 
position of the finances was thoroughly sound, and that there was a larger 
margin of reserve than there bad been in 1882.-86, the year immediately 
following the remissions of taxation made by Lord Ripon.

5. Although the actual position of the finances was, as we have just said, 
thoroughly sound in March 1885, we had at that time in prospect the possi
bility of largely increased expenditure which caused us serious anxiety, and to 
which special reference was made iu the Financial Statement for 1885-86.

When we entered on the year 1885-86, we were committed to an extensive 
programme) for the construction of .Famine Railways to be carried out in the 
course of about five years; these Railways, however valuable for the protection 
o f the country against the- effects o f famine, could not be expected for many 
years to yield returns adequate to cover the interest charge on the cost of con
struction; we had also in hand the construction of two costly Frontier Rail
ways, namely, the Sind-Pishin, which cannot be expected to-give a full direct 
return for the money spent on it, and the Sind-Sagar.

W e were, however, able to set aside £500,000 in the estimates of 1885-86 
as a charge against revenue on account of the cost of the Sind-Pishin Railway, 
and we had every reason to anticipate that, in the absence of special disturbing 
causes, our resources would be adequate to meet the demands on account of 
Famine Railways.

The apprehensions which we expressed in March 1885 have, unfortunately, 
been realised.

The year 1885-86 had not actually opened when it was found necessary to 
make extensive military preparations which have caused a deficit that must 
add in some degree to the permanent burdens o f the future.

A  system of Coast and Frontier defences as well as certain additions to 
the Frontier Railways was also round necessary during the year, and the 
increase to the Native and European Army, which has been sanctioned, will 
ultimately cost not less than £1,500,000 yearly. We cannot doubt that the 
total additional expenditure to be incurred for the defence of the country will, 
in the coarse of a very few years, exceed, rather than fall short of, £2,000,000 
yearly,

6. A n additional charge of £2,000,000, suddenly imposed, would at any 
tipie seriously embarrass the finances of India, and the increase o f expenditure 
for the defence of the country has'eoineided with a heavy inti in the gold value 
of the rupee.

The rate of exchange, which was Is, Id. when the financial arrangements 
for 1885-86 were made, is now below Is. 6d.} and the addition to our annual 
expenditure on this account will not be less than £1,000,000.

7. The increased expend)! ure on account o f the Army, on account o f 
Frontier Railways, and on account of Coast and Frontier defences, must be 
accepted a3 due to the action of a foreign power whose policy is beyond our 
control, and whom we can only influence indirectly, except in so far as our 
military preparations place us in a position to repel aggression. Rut we do
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not, and cannot* admit that the fluctuations in the relative value of gold 
ami silver are beyond control, or that it is impossible, by international agree
ment, to confine these fluctuations within the limits which prevailed up to 
1373'.

If, as we believe, it is possible to secure a stable ratio between gold and 
silver, a serious responsibility will rest both on the Government of India and 
on Her Majesty's Government, if they neglect any legitimate means to bring 
about this result, We need not again refer to the financial difficulties which 
embarrassed the Government of India between 1878 and 1881, but we desire »o 
call Your Lordship’ s earnest attention to the fact that between March 1882 
and the present date the fall in the exchange value of the rupee has imposed 
upon our finances a burden of nearly equal magnitude with that which lias 
been thought necessary for the defence of India on account of the approach 
towards her frontier of one of the great military powers of Europe. It may 
ho that the fall in exchange has reached its limit for the time, but, we have, at 
this moment, no guarantee that the burden of £2,000,ODD yearly to which we 
have just referred will not, either within a very few months or at some future 
time, more, or less remote, be increased two-fold by the decision which the 
United States of America may pronounce on a question affecting her internal 
system of currency, in dealing with which she is not bound, and cannot be 
expected, to consult the interests of India in the slightest degree.

S. The fall in the gold value of the rupee which has occurred during the 
past year is mainly due to speculation regarding the repeal or modification of 
the Bland Act by America, and its effect is to add a cro.ro of rupees to our 
burdens in the course of a single year.

Our financial position is affected from day to day by the continuous fall in 
the rate of exchange, the forecasts which we make of our probable expenditure 
are no sooner completed than they prove to be worthless, and the best-con
sidered financial arrangements may be upset at any hour by a telegram regard
ing the probable action of political parties in a distant country with which we 
have but a very slight connection either from a political or commercial point 
of view.

This state of affairs would be an evil of the greatest magnitude in any 
country in the world; in a country such as India it. is pregnant with danger.
A very few months ago we submitted for Your Lordship's approval a state
ment of the financial measures by which we hoped to be placed in a position 
to meet 'he additional expenditure which would fall on us during the next 
few years. Our proposals had hu&ly received Vour Lordship’s sanction, and 
n Bill been introduced into the Legislative Council for the purpose of impos
ing a modified Income Tax, when disquieting rumour-regarding the probable 
action of the United States of America caused a furtnP fall in exchange, and 
it became evident that- wo could not count on obtaining in 1886-87 even an 
average of L*. 6d. per rupee.

At the very moment when this Despatch was being drafted, it was reported 
by telegram that an American statesman and an American newspaper hud 
expressed an opinion that the Bland Act would not be repealed, and imme
diately there was a perceptible rise in the rate of exchange.

It is no exaggeration to pronounce such a state of affair to be from our 
point of view intolerable.

9. India enjoys, at the present time, complete internal tranquillity, and, 
with the exception of the comparatively unimportant military expedition to 
Upper Burma, she is at peace with all the world; the harvest just reaped has
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bean a good one, and the coming harvest promises to be above the average j 
the opium reserve stands high, Railways bring* in an increasing revenue,, and 
though the increased military expenditure is a 'heavy burden, it is one which 
is, tosom e extent, within our control, and which need not be incurred to the 
full amount immediately. In such circumstances, we might, expect to be able 
to look forward with confidence to the issue of the Financial Statement for 
18H6-87 in March next. But we cannot do so. I f  the Bland Act is main
tained as at present, exchange may rise to Is, I d .  per rupee ; if it is modified 
or repealed, it may fall to Is, 5d, or to h >  4dt or even lower. ( The difference 
in our expenditure between a rate of i* . 7d. and a rate of Is. 4d. is more than 
£8,000,000, and no foresight will enable us to remove this element of uncer
tainty .from our estimates. The reductions which we hope to effect, as well as 
the addition to our revenue by taxation which we are about to impose, are 

■ liable to be swallowed up in an instant by the action of political parties in the 
United States of America with whose motives and intentions we can hardly be 
said to be acquainted.

The soundness of our estimates for 183(5*87 depends, not on the existing 
state of our finances, nor on the probable revenue of the coming year, nor on 
expenditure which we can control, but on the balance o f political parties in 
regard to the currency of a foreign and distant country.

10. W e do not hesitate to repeat that the facts, set forth in the preceding 
paragraphs, are, from the point of view of Indian interests, intolerable; and 
the evils which we have enumerated do not exhaust the catalogue. Uncer
tainty regarding the future of silver discourages the investment of capital in 
India, and we find it impossible to borrow in silver except at an excessive cost.

On the other band, the Frontier and Famine Railways which we propose 
to construct, and the Coast and Frontier defences which we have planned, are 
imperatively required and cannot be postponed indefinitely,

We are forced, therefore, either to increase our sterling liabilities, to 
which course there are so many objections, or to do without the Railways 
required for the commercial development of the country, and its protection 
against invasion and the effects of famine. The abandonment of the Frontier 
and Famine Railways we have in band would be a wasteful measure, and id • 
practically impossible, They must, be completed, and even a temporary check 
to their progress is greatly to be deprecated. I f  a stable ratio between gold 
and silver cannot be secured, we must continue to add to the gold debt of 
India-, though we are fully aware of the objections to borrowing largely in 
England in a time of peace, and view with apprehension the additional burden 
which will be imposed on India when borrowing in England ceases, and 
the remittances from India must be increased in order to pay the interest 
charge on an increased gold debt,

11. Nor can the difficulties which local bodies experience in borrowing 
in India be overlooked. T he Municipalities of Bombay and Calcutta require 
large suras for sanitary improvements, but the high rate of interest which they 
must pay for silver loans operates to deter them from undertaking expensive 
works, and we need hardly remind Your Lordship that it has quite recently 
been found necessary for Government to undertake to lend the money required 
for the construction of Docks at Calcutta and Bombay, and that when the 
Fort Commissioners of Calcutta attempted to raises loan of 75 lakhs of rupees 
in September 1885, guaranteed by the Government of India, the total amount 
of tenders was only 3H0»200, and no portion of this insignificant amount was 
offered at par. At this moment the Fort Commissioners of Calcutta are



raising* a loan o f 30 lakhs on which they offer 5£ per cent, interest, although, 
m June 1881 they raised a '44 per cent, loan at 6£ premium.

In June 1881 the 3| per cent, gold debt of India stood at £i0?.|; at 
present it stands at £1001. The higher rate of interest which local bodies 
have now to pay appears therefore to be mainly caused by the prevailing 

' distrust of silver securities duo to the uncertainty regarding the future of 
silver*

The interests of the European officers of our Government also demand 
recognition. The additional cost of remittances to Europe on account of their 
families now forms a heavy item in their expenditure, and officers whose pen
sions are fixed in rupees find their resources seriously crippled on retirement 
and return to England. The fact that the modified Income Tax.which is under 
consideration must add to the burdens of the more poorly paid of these officers 
has been a matter for serious consideration in deciding whether this form of 
taxation should be introduced or not, and although the general considerations 
involved are too important to permit of our abandoning the Tax on the ground 
above indicated, we cannot doubt that the imposition of an Income lax on 
those who have already suffered very largely by the fall in exchange will greatly 
add to the unpopularity of that measure and to the difficulty experienced in
working it. ,

12, We also desire to represent for Your Lordship’s special consideration 
that the present state of affairs would constituted serious additional danger in 
the case of a war with a great power, involving heavy expenditure.

The money required for carrying on a great war could only be obtained 
by borrowing in Europe and in gold j the rate of exchange would be tempo
rarily rained thereby ; and it is even possible that some of the countries which 
now hold a large amount of silver com rated at a value in excess of its prescut 
market price, might take the opportunity to relieve themselves of a portion of 
their silver currency.

The strain on the Indian finances would he excessive, and possibly more 
than they could hoar, when we were called on to remit to England the interest 
on the money we had borrowed, while at the same time the rupee was subjected 
to a farther "depreciation of indefinite amount.

On this ground alone, it seems to us that sound policy requires an attempt 
to be made to secure a stable ratio between gold and silver.

13, In addressing Your Lordship we, naturally, base our main arguments 
oil the difficulties which affect the Indian finances ; but the dangers and diffi
culties arising from the present state of things are, in our opinion, by no 
means confined to India, or to those countries which bold a large amount of
silver valued above its present market price. , ,•

We will not discuss the vexed question of the appreciation of gold : any 
such discussion would be out of place in the limits of a despatch ; but, author
ities of eminence have held that any further restriction of the use of silver as a 
medium of exchange would be productive oi grave evils, and ’<ve would thaw 
Your Lordship’s attention to the remarks made by the English Commissioners 
at the International Monetary Conference of 18 78, and which they thought of 
sufficient importance to repeat in their Report, dated 27th November 18 78, to 
the Lords Commissioners of Her Majesty’s Treasury—

<< While putting aside entirely the question of the double standard, there w&'i another 
question which appeared to be practical and useful to put, ids., assuming that the general 
double standard proposed by the United States could not be adopted, what would be the 
future of silver; towards what aim ought the various States to direct their efforts? iins 
sixa w«-considered to be to keep silver in the position which itoooapiee at present a» - the



3 9 S >

partner or natural ally of gold in all parts of tbe world Where it might bo possible to do so. 
We considered that a campaign undertaken against silver would be exceedingly daagorona, 
even for the countries who have given a position as legal Lender only to gold."

We do not desire to do more than merely allude to this aspect of the ques
tion, and shall content, ourselves with remarking that a heavy fall in gold 
prices has in point of fact coincided with the partial demonetization of silver, 
and that further progress in the same direction could not be viewed otherwise 
than with apprehension by the nations concerned.

Attached to this'despatch will be found a statement showing the prices 
of wheat and of cotton in England and in India since 1870; the English 
prices are in gold, the Indian prices in silver, and ‘ it will be seen that there 
has been a much heavier fall in English than in Indian prices.

We do not believe that the entire fall in the English prices of either 
wheat or cotton is due to the fall in the rate of exchange, but we see no reason 
to doubt that-the rate of exchange lias had a material influence in bringing- 
about this fall. As an illustration.of the far-reaching effects of any consider
able change in tbe relative value of gold and silver and of the econom ic disturb* 
since which it causes, we would call Yottr Lordship's special attention to the 
fact that the Indian, cultivator of wheat and cotton appears to have actually 
gained, while the English and American produce; of these commodities has 
suffered, by the fall in the rate of exchange,

14, The discussions, which have taken place since Germany began the 
demonetization of silver in 1871, have shown that the complete demonetiza
tion of either gold or silver is an impossibility, and that any further progress 
in substituting gold for silver would be productive of widespread evils which 
would increase In magnitude the further the process Was carried Moreover, 
the interests of the whole world are now so closely 'bound together by com
mercial relations, that even a country which looked exclusively to its own 
interests could not afford in the present day to preserve a position of absolute 
isolation. This argument is o f  special force when the two countries are bo 
intimately connected as are India and England, and we would earnestly press 
upon Your Lordship the importance of losing no opportunity that may offer 
of promoting remedial measures for the evils from which we and, in our 
opinion, other countries are now suffering.

Although we have for a series of years escaped the evils of famine, our 
financial position is no better than it was in 1874-75. We are again suffering 
from a fall in the gold value of the rupee, and even if we tide over our present 
difficulties, wo have no reason to suppose that similar difficulties will not recur 
again, and possibly in an aggravated form, and at a time when we shall be in 
a worse position to encounter them. The words used by Lord Lyttosf’s Gov
ernment in a despatch, dated 9th November 1878, might be applied, almost 
literally, to the circumstances of the present day : —

f‘ At the prose at time, when political events may throw upon India new burdens of 
unusual magnitude, the position of our Government in relation to this question assumes a 
character of extreme gravity. Whether, i f  such demands upon us arise, they would require 
dfl to have resort to increased taxation to provide additional resources for the service of the 
year, or to loans to meet sadden Or unusual charges, or, as may be more probable, to a com
bination of the two, the anxiety that will attend our Financial Administration must bo very- 
great ; and if the holders of silver should, under any -combination of eireumstanaos, throw 
any considerable quantity on the market, as is at all events possible, the consequences to 
India might be financially disastrous. How a sudden call to supply by taxation a million 
or more to provide for further loss by exchange, and one or two millions for war charges 
eonlA be met, we are at a loss to know ; yet that such demands might arise, no out. can say 
is so improbable as to remove them from a serious claim on our attention. The prospects of a
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loan in such a case would not he much more satisfactory. Any temporary relief obtained by 
borrowing in England would be more than compensated by the increased burdens created to 
the future, and the necessary tendency o f things would he to go from bad to worse.

The question of the future relations of gold and silver has been allowed to 
drift for fully twelve years, and our difficulties areas great as were those ot our 
predecessors‘in 1874 and 1878; if remedial measures are not adopted m time, 
our successors will employ the same language that .Lord Lytton e Govern" 
rnent used in 1878, and that we find it necessary to repeat in the present day, 
and their words will come with all the greater weight because they will be
used in the presence of actual danger to the empire.

15. The difficulties and uncertainties at all times inseparable from Indian 
finance are such that no cause of apprehension which can be removed should be 
allowed to renoain a day longer than can ho helped* i^o efforts which the 
Government of India or Your Lordship can make will affect the vicissitudes of 
good or bad seasons, and no foresight or sagacity w ill render us absolutely 
secure from war, or remove the uncertainties regarding the opium revenue. 
Bui the establishment of a fixed ratio between gold and silver is not beyond 
the possibility of human control, and the ordinary prudence requires that steps 
should be taken to remove every preventable cause of future financial embar
rassment. Your Lordship will no doubt be guided by circumstances m  
deciding on the time and manner which may appear most opportune for action, 
but, looking to the vast importance which the question, possesses for the Gov
ernment and people of Lidia, we think Your Lordship would be justified m 
taking the initiative in promoting a conference for the consideration of reme
dial measures. , , „  . . 10(11

The International Monetary Conference, which met at Paris in 1881, was 
adjourned to 1882, in order to give an opportunity for diplomatic negotiations 
between the States interested in the monetary question. Subsequently, as wo 
were informed in Lord Hartington’s Despatch No. 1S7, dated 4th May 1882, 
the Conference was postponed until a still later date. Since Lord oar ting ton s 
Despatch of 4 th May 1882, we have not received any further communication 
on the subject, and we can only infer that it was found impossible to frame 
positive proposals, which would be generally acceptable to the states con
cerned. , , .

.Recent events have, however, brought into greater prominence the evils
with which the world is threatened by the state of the currency in the United 
States of America and in the countries comprised in the Latin Union, and the 
present time would appear to be a favourable one for re-opening the whole 
question. Even if Your Lordship see no prospect of immediate success, we 
should still recommend that the question be raised again. I he evils connected 
with the present state of afFuirs are so serious that the adoption sooner or later 
by international agreement of measures which will bring- about a stable ratio 
between gold and silver appears to us to be only a question of titne. A wide 
and general discussion of the question is essential to the formation of a body 
of public opinion sufficient to enforce a final settlement, and the sooner a final 
settlement is taken in hand, the easier it will be to carry out, and the more 
satisfactory to all concerned will be the result.

1
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Despatch from thi Secbbtaet of State for India, to the. Government o i  
I n d ia , N o , IT  4, dated 8th  J uly .1886,

In continuation of Lord Randolph Churchill’ s Despatch of the
28th of January, No. 20, * I transmit, for 

t To the Treasury, 17th March the information of Your Excellency, a copy 
... ■ of a further conyspoiuience f  which, has

S ®  to.'7th 1880.S ' P“ ” e<i ™«> the Treaaovy ou the subject Ufa
settlement of the exchange question being 

brought about by International Agreement.
%. Your Excellency will perceive that it wonhhhave been useless to preys 

on the Treasury the suggestion made in your telegram of the 29th of May,,*

From / .  A. OODiKY, Em., to thi Secretary, Treasury, dated 17th
March 1886.

In .continuation' of the letter from this Office of the 26th of January last,
relative to the fall-in the exohange value of

N o !«  (fL S ) , j S S 'c n 'S . "  ‘ i f  ™E»° oomwnent on the depreciation o{
silver, i  am directed by the Secretary or 

State for India in Council to forward a copy of a letter J which has now been 
received from the Government of India on the subject.

From SBNRY ff. FowiUlR, Esq., to the Under Secretary of Stats fo r  India , jPifo,
1738-4707, dated 31st May 1886.

The Lords Commissioners of Her Majesty’ s Treasury have had before 
them your letter of the 26th January last, in which Lord Randolph Churchill 
in Council called the attention of their Lordships to the very serious.difficul
ties which are being caused in the financial administration of India through the 
continued fall in the price of silver in relation to gold, and the uncertainty 
which exists as to the future exchange value of the rupee,

2, I am to observe, in the first place,, that this letter appears to be baaed 
on a brief telegram from the Government of India, dated the 12th January/
& copy of which accompanied your letter of the 17th March.*

8, In that telegram the Government of India adverts to the well-known 
fact that the Indian Exchequer suffers from a depression in the value of silver; 
but, as regards the remedy to be applied to that evil, they simply state that 
{- the interests of British India imperatively demand that a determined effort 
should be made to settle the silver question by international agreement/' They 
insist upon the necessity of " a  solution of the silver question,”  and ecearnestly 
commend the question to the early consideration of tier Majesty’s Govern
ment." But they offer no definite indication of the nature of the international 
agreement which should supply the solution of the silver question.

4. The letter addressed by Lord Randolph Churchill to this Department 
on the 26th January indicates the mischiefs arising from the depression and 
fluctuation in value of silver upon the Indian revenue; it points out the 
difficulties in the way of additional taxation, and the obstacles to the negotia
tion of necessary loans, due to the fall in silver. These disadvantageous 
cucumstances are, and have long been, well known to every one who is 
conversant with Indian finance. .But Lord Randolph Churchill’s letter seems 
to supply no more definite suggestion as to the desired oi possible remedy

* Not printed in thi, volmua.
2- js



than is t,o bfi found in the telegram of the Indian Government. He state* 
that “  the Secretary of State for India la 'Council cannot avoid the conclusion 
that it is imperatively necessary to make every effort to dad some remedial 
measures which will release the Government of India from the position in 
which it is now placed.”  What those remedial' measures ought to be is no- 
w here stated either by the Indian Government or by the Secretary of State in 
Council. Lord Randolph Churchill most earnestly presses upon my Lords 
the importance of making every ■endeavour that is possible to bring about by 
international agreement some settlement of the question how the free coinage, 
of silver may be revived, and the comparative stability of the relative value of 
gold and silver may be insured. W h at my Lords would have been glad to 
have learned would have been the definite views of the Government of 
India and the Secretary of State as to the particular means by which these 
objects were to be effected.

5. Since Lord Randolph Churchill's letter of the 26th January, a Despatch 
from the Government, of India, dated Calcutta, 2nd February, was received and 
reached this Department on the 17th March. That Despatch sets out the 
grounds upon which the telegram of the 12th January was founded. It 
adverts to the fall in .the value of silver, to the loss upon, exchanges, to the 
great increase of Indian expenditure, to the disadvantages both to the Public 
Exchequer and to the private interests of the European officers of the Indian 
Government arising from the additional cost of remittance, and also to the 
fact that corresponding • advantages are u actually gained by the Indian culti
vator of wheat and cotton,”  a circumstance which Can hardly be regarded as 
injurious to the Native community of-India. This state of things is declared 
to be intolerable.

6. As a result of this review of the inconveniences caused by the depression 
in. the value of silver, the Government of India express their opinion (para
graph 15) that, though many elements in human affairs may be uncertain, 
aid ”  no efforts which the Government of India or the Secretary of State can 
make will affect the vicissitudes of goed or bad seasons, and no foresight or 
sagacity will render us absolutely secure from war or remove the uncertainties 
regarding the opium revenue,”  yet there remains one tiring which is ** not 
beyond the possibility of human control,”  and that is, °  the establishment of 
a fixed ratio between gold and silver.”  The proposition thus stated ael an 
undoubted axiom is, however, one of the most disputable and disputed points 
in economic science. My Lords may, in passing, compare with this state
ment the declaration recorded by Mr. Gofchen, Mr. Gibbs, and Sir Thomas 
Seccoxnbe, as the representatives of Her Majesty's Government at the Inter
national Monetary Conference of 1878, that “  the establishment of a fixed 
ratio between gold and silver was utterly impracticable,.”  The Indian Gov
ernment further express their belief (paragraph 7) that it is possible to ‘^secure 
a stable ratio between gold and silver,”  and that “ a serious responsibility 
will rest both on the Government of India and on Her Majesty's Government 
if they neglect any legitimate means to bring about this result,”  It would, 
however, have been more satisfactory if the Indian Government had under
taken to. explain the grounds of their confidence that a stable ratio between 
gold and silver can be established, and the methods by which this is to be 
accomplished,

7. It is the more remarkable, that the Government of India and the 
Secretary of State should have confined their observations to these very 
general propositions, considering that all the facts, so far as they are m aterial,



have beeb previously  discussed between the In d ia  Office end this- D epartm ent 
at a*tim e when the*Indian G overnm ent iiiibroitted defin ite proposals fo r  the 
rem edy o f  the evils com plained, p i. Those proposals were then carefu lly  
exam ined, ami pronounced to be inadm issible, There-is _ little that is new  in 
the 'present state o f 1,lie facts or w hich could affect the principles on which tbs 
discussion was-'then based. The loss to the Ind ian  E xchequer at th at tim e, 
though not so great as a t the present tim e, am ounted to three m illions and a 
quarter, and the argum ents then alleged again st schem es with a view  to a lter
ations in the currency rem ain m  fo i l  force. In  renew ing the su b ject it 
m ig h t have been desired that the Ind ian  G overn m en t _should have g iven  some 
reply to th e  .reasons w hich have hitherto prevailed against their proposals, and 
had show n that they had some scheme now in  v iew  w hich was not obn oxiou s

' to  sim ilar objections. ' , ■ . ■.
8. I n  D ecem ber 1878 L ord  O a n b ro o k , then Secretary o f State tor India , 

forw arded to the then Chancellor o f  the Exchequer (Sh* Stafford  N orth cote ), 
w ithout an y  expression o f opin ion , tw o D espatches from  the G overnm ent o f  
India, contain ing certain proposed .remedies fo r  th e evils arising out of. the 
depression in  the value o f  silver, which were then in fu ll force. In  the only 
one o f  those Despatches to w hich  reference need here be made, af ter unfavour* 
able-reference to  previous suggestions, (1) t  h at a gold  standard and goh i cu r
rency should be introduced in to .In d ia , and (SJ) that the w eigh t o f  silver in the 
rupee should be increased, it  w as.proposed to lim it the Iree coinage of s ilve i at- 
the In d ian  mints., The intention o f this change was to  introduce into India  a 
go ld  standard while retaining its native silver currency, the ratio between the 
currency unit, (the rupee) and the standard (the sovereign) being* fixed arb i
trarily b y  the Government,. The means fo r  attain ing this end are worked out 
in the D espatch w ith  great elaboration o f detail. _

9 . This Despatch and its proposals were subm itted by  L ord  C ranbrook , on
behalf o f  the Indian G overnm ent, and Sir Stafford N ortlieote, aŝ  C hancellor 
o f  the E xchequer, to  a com m ittee consisting o f S ir L ou is  M a llet, M r. E dw ard  
Stanhope, M .P ., S ir Thom as Seooom be, M r. (now  Sir T hom as) Parror, M r . 
(now  S ir R eginald) W e lb y , M r . G iffeti, and M r. A rth u r halfonv, M .P . 
These g en tlem en  reported, on the 30th  A p r il 1879, that, “  h a v in g  exam ined 
the proposals continued in  the D espatch , th ey  were unanim ously o f  opinion 
that th ey  could not recom m end them  fo r  the sanction o f  H er M ajesty s G o v 
ernm ent.”  . .. . .

10. Subsequently, on the 24th N ovem ber 1879, the treasury replied in 
detail to  the proposals o f the Indian  G overnm ent. In  the first part o f  that 
letter, w hich  sum m arizes the case as stated in the D espatch, 1 an; to  call t a 
particular attention o f the Secretary o f  State to the following passages, w hich
seem to apply with equal force to the present situation

“  M y Lords need not point out that ft change of the Currency one ol the most
difficult tasks Which a Government e»n undertake, and that it is most unadvisabit £  
hastily and under the influence of the pressure of the momsirt, or o f .»» 
uncertain consequences, upon ft subject so complicated in i «m i , an * , ’ ,* _ dailv
'individual of the community, in its bearing upon the transactions and obligations of daily

m ' l  H  is not proved that increase or readjustment o f taxation must necessarily be the con* 
sequence of matters remaining as they arc, for nothing is said about, eduction  ot expendi
ture, and equilibrium between income and expenditure T O b e  o f S e L v
expenditure U  well as by increase of taxation. Further, the oust o f more,pie of salaries may 
be met. or at least reduced, by a careful revision o f establishments. , ,

«  My Lords must point out that there s« little or nothing rathe Despatch to shon tag 
precise% £ $ %  the injury, which the trade of India, in the opinion of the Government of 

nth a, has sustained  through the fall of silver. . >



: .
* It has-uot yet been established whether the variations in the relation* between gold 

iuid silver may not have been caused by appreciation o f the former metal as well as by depre* 
''ciatiotrof the latter, or by a combination o f both. I f  appreciation of. gold- enter into the 
calculation, the effect on the loss by exchange must evidently differ from that caused by 
depreciation of silver alone. _ -

can nty Lords admit that the responsibility for doing nothing is as p u t  as that 
for doing something* The present evils are not the results of any governmental action, 
while the respooeibiliby-of the proposed sobeme would rest wholly with the Government. It 
is better to git still than to have recourse, under the influence of panic, to cinde legislation, 
the result of which cannot be foretold, and the effect o f which cannot be measured.

•' A  perusal of the Despatch leads to the conclusion that the Government of India are 
especially anxiona to put an end to the competition of silver against their own hills as a 
means of remittance to India. But my Lords must ask whether this would be mere than a 
transfer of their own burthen toother shoulders; if so, who would eventually bear the loss, 
and what would be the effect on the credit of the Government ami on the commerce of 
India P ” . ,

The Treasury then proceed to point out at length the objections which 
they entertain, to the then proposals of the Indian Government, and snra up 
their effects as follows i—

“  I f  the present state of exchange be due to the depreciation of silver, the Government 
scheme, i f  it succeeds, may relieve—

** (1) The Indian Government from the inconvenience of a nominal readjustment o f 
taxation, in order to meet the loss by exchange on the home ivatuittahoas* 

‘*(2) Civil servants and other Englishmen who arc serving and working iri India, 
and who desire to remit money to England,

“ (8) Englishmen who have money placed or invested in India which they wish to 
remit to England.

M But this relief will be given at the expense of the Indian taxpayer, and with the effect 
o f increasing every debt or fixed payment in India, including debts due by ryots to money
lenders ;  while its effect will be materially qualified, so far as the Government are concerned, 
by the enhancement of the public obligations in India, which have teen Contracted on a 
silver basis.”

The Treasury find no reason stated in the Despatch of the Government' of 
■ India in the present year which induces them to dissent from the conclusions 

thus set forth on the authority o f Sir Stafford ISTorthcote as to the results of 
any attempt artificialiy to enhance the gold price of silver.

I I .  Whilst it is admitted that some benefit might be derived by the 
European officers of our Government from the proposed measures, it is shown 
how injurious would be their effect upon the Indian taxpayer*. Since that 
time, the great stimulus which the fall in the value of silver is believed to 
have given to the export trade of Hindustan, and the great addition which 
has accrued in consequence to its commercial wealth and the industry of its 
people, reinforce the warning then given against rashly meddling with a con
dition of things which may well have brought to the people of India more of 
advantage than of loss. It is impossible to regard this question exclusively 
from the poiut of view either of the Indian Exchequer or of the Anglo-Indian 
official without a corresponding regard to the general effect of the fall in the 
gold price of silver upon the trade and prosperity of the great mass' of the 
population. It may be that the loss sustained by the revenue on the exchange 
has been far more than counter balanced by the augmented wealth derived 
from the Indian export trade, which is known, to have advanced in recent 
ynars “  by leaps and bounds/' This view of the matter is well given by 
Mr, D. Barbour, Financial Secretary to the Government of India, at pages 149 
and 153 of his recent work on rt The Theory of Bimetallism,”  where he sums 
Up the question of gain or loss to India frotn the recent changes in the ratio 
between the precious metals;—

“  The progress o f the Indian 'Revenue shows that the general prosperity o f  the country, 
which is largely 4ae to the stability of price maintained by the partial demonetization of
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•ilter, very materially counterbalancei,! evon from a purely financial point o f  view, the 
increasing burthen thrown on the Government of India by the fail in the rate ot axehargvu 

«  India has suffered front the. partial deinonetiaaiion .of silver, because her obligations 
contracted in gold ,now impose n heavier fcurlfaon her than they otherwise would have done, 
because eapltjaiiats whose' resonrees are in gold hesitate to invest money in a country where 
the Standard is silver, and 'because an additional uncertainty has been introduced into all 
commercial transactions between silver and gold-using countries, On the other hand, the 
partial demonetisation of silver has prevented q fall of prises in India, and has thereby con
ferred a boon of immense value on the country. Grievous as is the burden which_ the so- 
called lose by exchange imposes on Indian finance, and difficult as it ie for the Indian Gov
ernment to recruit its resonrees by additional taxation, I should, if 1 were forced to stinks a 
balance between the gain and the loss, hesitate to say that on the whole India lias, up to the 
present date, been a loser."

(See also the facts and, figures, set forth in the same work at pages 145—
ISO.)

12. The Despatch of the 2nd February, from the Government of India, 
seems, so far as it suggests any practical course of action, to point especially 
to ah international Conference on the silver question j and.it is therefore 
necessary to consider what 'has already been done in that direction. In 1878 
an International Conference was held at Paris, at which Her Majesty’s Gov
ernment was represented by Mr. Gosehen, Mr. H» H„ Gibbs, and Sir Thomas 
Sedcombe, Financial Secretary at the India Office. At that Conference the 
United States Commissioners put forward the following propositions :—

" I t  is the opinion of this assembly that it is not .to Iw desired that silver should be 
excluded from free coinage iu Europe and the United States of America. On the contrary, 
the assembly believe* that it is desirable that the unrestricted ooiriage o f silver and itan.se 
ns Biohey of 'unlimited legal tender should be retained where they exist and, aa far as 
practicable, restored where they have ceased to exist.

“ 2. The use of both gold and silver as unlimited legal tender money may he safely 
adapted— b,fvbov;;:,:;v:i.:,v:Vb;.,';Vo

«  ( 1  By equalizing them at a ratio to be fixed by international agreement 
“  (g) By granting to each metal, at the relation fixed, equal forms of coinage 

making no discrimination between them."
I n  answer to those propositions the following Resolutions were proposed 

by the French and English Delegates, and carried by a large majority
«* 1, That it is necessary to maintain in the world the monetary functions of silver a* 

well aa those of gold, but that the selection for use of one or the other of these two metals, 
or of both simultaneously, should be governed by tbe tspaokl situation of each State or group 
of States.

“ 3. That the question of the restriction of the mintage of silver shoo id equally be left 
to the discretion o f ‘ each State or group of States, according to the particular position in 
which they may be placed ; an.fi the more in that the disturbance which in recent years baa 
been produced in the silver market ban variously affected the monetary situation of tbe 
several ommtries.

“  8. That tbe differences of opinion which have appeared, and tbo fact that even the 
States in which the double standard exists, find it impossible to enter into any engagement 
with regard to the unlimited coinage-of silver, preclude the discussion o f the question of 
establishing an international relation of value between the two metals.’

To this Mr. Gosehen added a declaration that he and his colleagues,
‘ 'while riot In favour of the universal adoption of a single gold standard, con
sidered that the establishment of a fixed ratio of gold and silver was utterly 
impracticable, arid that they were opposed to a system of currency based upon 
a double standard.”  (See Report of Mr. Fremantle, House of Commons 
Paper No. &2I of 1882.)

18. In 1881 Her Majesty’s Government consented to take part in another 
Conference also at Paris, the correspondence connected with which is contained 
in tbe House of Commons Paper 449 of 1881. The views of the Treasury at



that time, are stated in letters .of t h e M a r c h  (page 3) and 21st April 
(page 11)., of which the following’ passages give the substance :—

"  M.v L  >rds must point out that changes in monetary policy, affecting, aa they do, the 
daily transactions of every class of the oommnnity, arc o f so grave a character, that the; 
ought not to be discussed unless there be reasonable ground for anticipating a practical 
result,

“ The United Kingdom has, since 1818, confined itself to a single standard of value— 
gold- The policy of a single standard has been accepted by Governments of .all patties 
and by the people. An entire change in public opinion must take place before a change 
o f  monetary policy in this country could be seriously contemplated. Such change of 
opinion has, so for as toy Lords can judge, not taken place, and Her Majesty's 'Government, 
therefore, could not undertake to assent, on behalf of the United Kingdom, to the -priinoiplo 
of a double standard.”

Instructions were accordingly given to the British Delegate to inform the 
Conference that “ Her Majesty's Government cannot undertake to propose the 
adoption of the principle of a double standard of value in the United Kingdom/' 
In a telegram from the Viceroy of the 18th May in that year (page 20, idem ), 
the Government of India apparently disavow any bimetallic proposals, anil 
confine themselves to suggesting certain arrangements which might be adopted 
for the purpose of giving stability to the price of silver. On the 10th June the 
Government of India wrote a Despatch containing certain suggestions on the 
subject, the most important of which was that India might properly join the 
proposed hirnetalHc Union if a sufficiently large number of other States did 
the same. Front this, however, the Viceroy (Lord Ripbn) and General Wilson 
dissented, as implying an acceptance of the bimetallic theory (idem , pages 33 
and foil.). On the 8th September, Lord TIarfciugtou, then Secretary of Stale 
for India, adverting to this Despatch, gave no countenance to the bimetallic 
view, and confined himself to supporting the conditions as agreed to by the 
English Delegates at the Conference (id em , page 39), of which the only one 
for which India was responsible was the undertaking to coin silver freely in 
that country for a term of years, and to continue it as the legal tender to an 
unlimited extent if such an offer would facilitate the union of other nations in 
an agreement to allow free coinage of silver. The results of the Conference are 
summed up in Mr. Fremantle’s Report of the 2nd December 1881 (House 
of Commons Paper 221 of 1882), in which the views of Her Majesty's Gov* 
eminent are dearly stated (page 7):

“  I t  has been the policy o f this country to emancipate commercial transactions aft 
far as possible from legal control, and to impose no unnecessary restrictions upon the inter
change o f commodities. To fix the relative value of gold And silver by law would be to 
enter upon a course directly at variance with this principle, ajid would be regarded as on 
arbitrary interference with a natural law, not justified by any pressing necessity. England 
would not herself take tho initiative in making changes which would have the effect of dis
turbing a monetary system under which she has enjoyed much prosperity, and which 
has generally commended itself to public men of ail parties. Before being called on to 
abandon, her present monetary policy, she should be put in possession of the views deli
berately adopted by a consensus of important States, and should be able to consider them in 
the light o f her own experience and interests. To such a statement of views Her Majesty’s 
Government have more than once expressed their willingness to give respectful attention.”

14. Since 1881 nothing seems to have occurred which should alter the 
views of the English Government or the Treasury, as expressed at various 
periods, on this question. My Lords are most anxious to consult the interests 
of India in this matter, and to do all in their power to promote them. But 
they must, first of all, be satisfied what those interests really arel It has 
been shown above that the arguments do not lie all on one side ; that though 
the loss to the Indian revenue from the fall in the value of silver may he
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considerable, and that-much inconvenience may be'caused to persons, hke the 
English officials in India, who have to remit money to England, yet, on the 
other hand, in the opinion of persons best calculated to form a judgment on 
the subject, great countervailing' advantages have accrued to the trade and the 
people of Indio, M y Lords would require much fuller information from this' 
point of view than is to be found in the Despatches of the Indian Government 
before they could arrive at the conclusion, that upon a balance the alteration 
m  the -gold price o f silver has been a disadvantage to the Indian community., 
or that an attempt to interfere with the natural operation o f economic laws 
would result iu solid benefit to the vast population for whose welfare we are 
responsible. On the contrary, it is possible that an attempt to raise the 
price.of silver might produce very disastrous effects upon the new developments 
of the export trade of India,

15. There are other causes which have much more obviously ami certainly 
conduced to the financial difficulties of India than the fall in the price o f 
silver, which, indeed, as Mr, Barbour has pointed out, has been accompanied 
by, i f  it has not caused, a remarkable growth of the trade and the revenue of 
India in the most, recent years. As has been already shown, the growth of 
revenue, taking into account the'remissions of taxation within the same period, 
has been very large, but the principal element which has determined the 
unfavourable condition of Indian finance, referred to in the Despatch of fare 
Government of India, is the alarming growth of the expenditure. The obser
vation of the Treasury in 1879, li that nothing is said about reduction o f  
expenditure/* seems to apply still more strongly to the existing situation, and 
it may be safely concluded that the control o f its expenditure is far more 
within the reach of a Government than is the regulation of the market value 
of the precious metals.

16/  It is obvious that Her Majesty's Government could take no measures 
for summoning or co-operating in a new Monetary Conference until they had 
previously determined what policy they should initiate or could assent to. 
The whole subject is understood to be under the consideration of the Royal 
Commission on the Depression of Trade ; but m y  Cords can find nothing in 
the correspondence and information before them which should induce them to 
depart from the instructions given to the representatives of this country at 
the Conference of 1881,

From  J .  A . G O D L E T , E s q .,  U n d er S ecreta ry  o f  S ta te  f o r  In d ia , to  th e  S ecreta ry ,
T rea su ry , d a ted  7th J u ly  .1 8 8 6 . I

I ara directed by  the Secretary of State for India in Council to acknow
ledge the receipt of your letter of the 31st o f May, on the subject of the 
urgent request of the Government of India that a determined effort should be 
made to settle the silver question by international agreement.

You observe that since 1881 nothing seems to have occurred which should 
alter the views of the English Government or the Treasury, as expressed at 
various periods, on this question •, that their Lords hi ps arc not convinced that 
upon a balance the alteration in the gold price ot silver has been a disadvan
tage to the Indian community; on the contrary, they think it possible that 
an attempt to'raise the price of silver might produce very disastrous effects 
upon the new developments of the export trade of India, They are further o f 
opinion that the principal element which has determined* the unfavourable 
con d ition  of.Indian finance is the alarming growth of the expenditure ; and they



add that it is obvious that Her Majesty’ s Government could take no mea
sures for summoning or co-operating in a new Monetary- Conference until-they 
bad previously determined what policy they, should initiate or could assent to ; 
they fire unable, however, to find anything in the correspondence and inform* 
atiou before them which should induce them to depart from the instructions 
given to the representative of this country at the Conference of 1881.

The Secretary of State in Council must not be understood as admitting 
that the application made in my letter of the 26th of January is accurately 
described as an H attempt to raise the price c-f silver/'*1 or that a  the principal 
element which has determined the unfavourable condition of Indian finance 

. is the alarming growth of the expenditure,’J other
than the extra expenditure resulting from the fall of exchange.

His Lordship, however, considers that no good result is to be anticipated 
from a discussion of this subject between two Departments of Her Majesty's 
Government j and, a| you state that the whole matter is understood to be 
under the notice of the Royal Commission on the Depression of Trade, ho 
trusts that another opportunity will bo afforded, at an early date, for the consi
deration of this important question, in which the Government of India have 
60 great an interest.
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D espatch from the G overnment of I ndia , to the Secretary of State foe 
I n d ia , 'No, 277, dated 4th Sept.emb.ee 1B86.

W e have the honour to acknowledge receipt of Lord Kimberley's Financial 
Despatch No. 194, dated 8th July 1886, forwarding a copy of correspondence 
with the Treasury on the subject of the settlement of the exchange question 
by international agreement,

2. In our Despatch No. 45, dated 2nd February 1886, we pressed upon 
Lord Randolph Churchill the extreme importance in the interests oi our Gov
ernment of settling the silver question by international agreement, and we 
observe with much satisfaction that in Mr, Godloy’s letter of 26th January 
1886, addressed to the Lords Commissioners of Her Majesty’s Treasury, the 
Secretary of State for India in Council stated that he could not avoid u the 
conclusion that it is imperatively necessary to make every effort to .find some 
remedial measure which will relieve the Government of India from the position 
in which it is now placed,”  and. th a t(< the comparative stability of the relative 
value of gold and silver **'■ was "  essential for the regular course of trade ”  and 
“ ’of vital importance to India,”  The Lords Commissioners of Her Majesty’s 
Treasury replied, in Mr, Fowler’s letter of 81st May 1886, to our proposals and 
to the communications made by the Secretary of State for India in Council, that 
they could take no measures for summoning, or co-operating in, a new 
Monetary Conference until they had previously determined what policy they 
Should initiate, or could assent to ; that the whole question was understood to 
he under the consideration of. the Boyal Commission on the Depression of 
Trade ; and that there was nothing in the correspondence and information 
before the Lords Commissioners which should induce them to depart from the 
instructions given to the Representative of England at the Monetary Confer
ence of I88L The instructions given to the English Delegate at that Con
ference were to the effect that “  he would assist at the meetings of the Con
ference solely in order to be a medium of communication, and to afford 
information which the Conference may require, but with no power of 
voting.”

3. W e observe that Your Lordship’ s predecessor did not, propose to con
tinue at present the discussion of this important matter with the Treasury, 
We have no wish to question the expediency of this decision ; but, in view of 
the probability of the subject being again taken into consideration, in compli
ance with the recommendations of the Royal Commission now inquiring into 
the causes of the depression in trade, we think it of importance to acquaint 
Your Lordship with our views on the main points raised in the letter from 
the Lords Commissioners of Her Majesty’ s Treasury, dated 31st May 1886.
We cannot, meanwhile, iu view of the experience gained since 1881, and of 
the grave importance of the question, avoid expressing disappointment at « 
learning that Her Majesty’s Government proposes to adhere to a purely 
passive attitude, and that the Government of India is to meet its pressing 
financial difficulties unaided, or with such assistance as it may derive from the 
action of foreign Rations. Wo trust that this decision is not irrevocable, and 
that the result of the deliberations of the Royal Commission, which we hope 
will be appointed for the special purpose of examining the silver question, 
may be to disclose some method of relief for our finances which will, at the 
same time, be acceptable to Her Majesty’ s Government.



4. We understand the grounds on which the Lords Commissioners of 
Her Majesty's Treasury decline to take any steps at present towards 
a settlement of the silver question by international agreement to be as 
follows

F t r t t l y , that it is doubtful whether it is possible (o secure stability of 
value between gold and silver.

S eco n d ly , that it is not proved that any measures winch would raise the 
gold value of silver would on the whole be a gain to India.

T h ir d ly , that the arguments employed against the proposals made by the- 
Government of India in lb ? 8 have never been answered, and 
retain their full force.

F o u r th ly , that the difficulty can be met in great measure, by reduction o f 
expenditure.

F i f t h l y , that the Government of India has not distinctly stated the nature 
of the remedy which it proposes.

We propose to deal with these arguments m the order in which we have 
. stated them.

P o s s ib i l i ty  o f  m a in ta in in g  s ta b il i ty  o f  rela tive  value o f  g o ld  an d silver,

5. The Lords Commissioners remark that the question of the possibility 
of maintaining a fixed ratio between gold and silver is “  one of the most 
disputable and disputed points in economic science/’ and they quote the declar
ation recorded by the representatives of Her Majesty's Government at 'the 
International Monetary Conference of 1878 that ** the establishment of a fixed 
ratio between gold and silver is utterly impracticable.” .

We desire to observe that the establishment of a fixed ratio between gold 
and silver may be held, as in the words above used, to be utterly impracticable, 
either because it is theoretically impossible to devise measures which would have 
the desired effect, or because it is practically impossible to secure the adop
tion of these measures as the result of international agreement. If it is 
meant that it is theoretically impossible to secure stability of Value between 
gold and silver, we cannot do more, within the limits of a despatch, than 
refer to the facts of the first seventy years of the present century, and 
to the numerous treatises in which the theoretical possibility of maintaining 
a fixed ratio has bean demonstrated. But if, on the other hand, the Lords 
Commissioners refer to the practical, difficulty of securing an international 
agreement on a sufficiently wide basis, we beg that reference be made to 
the proceedings of the Monetary Conference of 1881. The Conference of 
1881 was held at the instance of France and the United States of America, 
and the following are the words of the Note forwarded by the United States 
Minister in London to Her Majesty’ s Secretary of State for Foreign
A ffa ir s  :—  .

“  The Government o f the Rapeblie o f France ami the Government of the United 
States having exchanged views upon the subject of a Conference between the Towers 
principally interested in the question o f establishing internationally tae use of gold and 
silver as bimetallic money, and securing fixity of ml. dive value between these metals, and 
finrlirm themselves :u accord as to the usefulness and importance of such a Conference, and 
as to the time and place at which the same should be bald, have the honour now to invite 
the Government of Great Britain to take part in a Conference, by such delegates as each 
Government may appoint, to be held at, Paris on Tuesday, the lflfch day of April next, to 
consider and adopt for presentation to the Governments so represented, for their accept- 
luce, a plan and 'system for the establishment by international convention of the use of 
silver and gold as bimetallic money at a fixed relative value between those two metals.”



France and the United States are the two nations whose influence* f^itb 
the exception of that of England and India, would be the roost powerful in 
maintaining the stability of the relative value' of gold and silver - and the 
words of the note above quoted, show in unmistakable terms that, wh ifcevci 
views may be elsewhere entertained,-the Governments of those countries con
sidered the establishment of a fixed ratio both practicable and expedient,

6. At the Conference the attitude of the Delegates, excluding those of 
France and the United States, was generally one of reserve, each, country 
desiring to retain for itself complete liberty of action ; but the Delegates of' 
Holland and of Italy distinctly avowed their desire to see the free coinage of 
both gold and silver at a fixed ratio, M . Pierson, Delegate of Holland, 
observed ; '* The adoption of the bimetallic system is the only means of escap
ing from the annoying situation in which we are placed, That at least is the 
conclusion we have arrived at in Holland.’*' M. Seismit-Doda, Delegate of 
Italy, observed : <l Tl>« Italian delegates associated themselves fully with the 
declarations presented, by Messrs, Denormandie and Cernuschi, as well as Sir 
Louis Mallet, on the subject of the necessity of raising the value of silver, 
and of establishing* a fixed ratio between the two metals.*’ The Delegate of 
Anstro-Hungary, in view of the fact that the currency of that country con
sisted of inconvertible paper, was unwilling to adopt an attitude other fch m 
that of reserve ; but nevertheless Count Kufstein declared . “  Still they felt 
no hesitation in saying that as in the Conference of 1878, so for the future, 
their sympathy was with any measure which might be adopted with the aim 
of improving or re-establishing as much as possible the position of silver. 
'I hey therefore hoped that the Conference would not separate without having 
adopted some remedy to obviate the inconveniences of the present monetary 
situation, which they believed in many ways to be a grave one."

7, A.s the attitude of Germany at the Conference Is of special importance, 
we quote at some length the words of Baron Thielmaan, the Delegate of that 
country : (( We acknowledge, without reserve, that the rehabilitation of silver 
is desirable, and that it could be attained by the re-establishment of the full 
coinage of silver in a certain number of the most populous States represented 
at this Conference, which for this purpose would take as a basis a fixed pro
portion between the value of gold and that of silver. Nevertheless, Germany, 
whose monetary reform is already so far advanced, and whose general monetary 
situation does not seem to invite a change of system of. such vast importance, 
does not find itself able to concede, as far a® it is itself concerned, the full 
coinage of silver. Its delegatee cannot therefore agree to sue!) a proposal. 
The German Government h ,  on the other hand, entirely disposed to help as 
far as possible the efforts of the other powers which might he willing to unite, 
with a view to the rehabilitation of silver by means of a full coinage of this 
metal. To attain this end, and to guarantee these powers against the influx 
of German silver which they seem to dread, the German Government vyill 
impose some restrictions on itself." When Baron Thielmann was asked if 
the attitude of England had been the cause of the reserve shown by Germany* 
be rephed “ that the attitude of England had had some effect on the resolu
tion of the German Government/’ as it was '* necessary for the German Gov
ernment to pursue a monetary system similar to that of England." There 
is,, therefore, reason to believe that if Her Majesty’s Government had shown 
a stronger desire to further the objects of the Conference, Germany would 
have been prepared to bake steps in the same direction.



$, In view of the opinions expressed by France, the United States of 
America, Ausfcro-Himgary, Italy, and Holland in favour of the establishment 
oi a hxed ratio between gold and silver, and of the undoubtedly favourable 
attitude of Germany, and the evident inclination of that power to follow the 
lead of England, it appears to ns reasonable to conclude that it was within the 
power of Her Majesty^ Government at the Conference of 1881 to have 
secured the adoption of a fixed ratio ; and as the evile due to the non-existence 
of a fixed ratio have manifested themselves in an aggravated degree since 1881, 
we may reasonably conclude that it is still within the power of Her Majesty's 
Government to secure this result, .if willing to exert its influence for that 

' purpose, Looking to the facts we have just stated, we are unable to admit 
the contention that the establishment of a fixed ratio is impossible because 
international agreement cannot be secured. It  appears to us that if Her 
Majesty's Government abandoned the attitude of absolute reserve which they 
have so long maintained to the injury, as we believe, alike of England and 
India, there would remain no obstacle to the establishment of international 
agreement which could not be surmounted. Even allowing for the sake of 
argument that it should prove impossible to secure the establishment of a 
.fixed ratio on. a sufficiently wide basis to permanently maintain that ratio, we 
see no reason to doubt that the active and sympathetic intervention of Her 
Majesty's Government would secure the adoption of measures which would tend 
in that direction, and which would at any rate have the effect of mitigating 
existing evils, and of removing grave grounds of apprehension as rewards the 
future, ■ ■ ■■

9. In connection with the question of the possibility of maintaining a 
fixed ratio between the two metals, we further desire to observe that, in 
quoting the opinion of Mr. Gosehen, Mr. Gibbs, and Sir Thomas Seeoombe 
as recorded in 1878, the Lords Commissioners of Her Majesty's Treasury 
appear to have attached little weight to the extremely important facts that 
since the expression of opinion by the representatives of England in 1878, 
the evils of the unsettled state of the silver question have become’ greatly 
aggravated, that the question has been far more thoroughly' discussed, and 
that both the origin of the disease and the nature of the remedy are better 
understood. It seems to us to he at least possible that if an opinion were 
obtained in 1886,  ̂it might differ from that given in 1878; and we know 
that in the ease of one of the gentlemen cited, the opinion expressed in 1878 
has been entirely repudiated.

10. "We have no opportunity of ascertaining the views ou this question 
which. Sir Thomas 'Seeoombe may now hold, nor are we aware whether 
Mr. Gosehen considers the impracticability of establishing a fixed ratio as 
great as it appeared to be in 1878 ; hut we observe that in 1878 Mr. Gosehen 
concurred with the other representatives of England in holding "  that a 
campaign undertaken against silver would be exceedingly dangerous, even for 
the countries which have given a position as legal tender only to gold ." 
Again, in a speech "o n  the condition and prospects of trade ” delivered by 
Mr. Gosehen at Manchester on 23rd June 1885, we find him reported to have 
expressed himself as follows :—

"  Now let me take the silver question. It is impossible to embark upon that or upon 
the appreciation of: fo ld  in a satisfactory manner m  a few sentences, because it would 
take a whole speech to itself. But there is one point connected with the silver question 
which I will touch, and it is the insecurity which it imparts to trade with the silver- 
using countries. That must affect your dealings with India and with others, and I am 
sorry to think that with regard to that insecurity there is no hope till you know what the



4 IB

United States will da with respect to  the Bland Bill. It  seems to me that we must almost 
conclude that the anoe.rtaiaty in the trade of the silvet-twing countries, will increase, and 
that the position in that reepeot must got Worse ; and I  do not hold with those who 
think that this country has little interest in the question because we are a creditor 
country. This is an argument which is often put forward that we are a creditor 
country, and that as amounts are due to iw in gold, therefore the more gold will command 
for commodities the better for this country, But we are not all creditors ; and though wo 
may iu the balance be a creditor country, there is an enormous interest in our trade with- 
the silver-using countries ; and so l trust that tfeis silver question will fairly be kept in 
view by those who are responsible for our Indian. Empire. It is a question o f the deepest 
interest. As I have said, it is impossible for me at this moment to expatiate upon the 
subject i but I  must submit that is a factor in the case, and a very important factor 
too.

.Finally, wo'find from Hansard (3rd series, vol. ceoiii, page 14-91) that 
doting' the lata session of Parliament, Mr. Goschen addressed the following 
question to the Chancellor of the Exchequer;.--

"  Whether, in view o f the deep and increasing intaveet shown in various parts of the 
country on the silver question, be will consider the expediency o f  separating this urgent 
subject from the otli: t mutters referred to the .Royal Commission on the Depression o f  
Trade, and of appointing, a separate Commission to inquire in to the position o f s ilver, the 
condition o f the currency, and the various plans o f utilising silver to a greater extent for 
currency purposes.”

W e believe,-in view of the above extract!?, that we are justified in coining 
to the conclusion that, whether or no Mr, Goscheu believes in the practic
ability o f establishing' a fixed ratio between gold and silver, he at. any rate 
considers the silver question to be one of great importance, and is anxious that 
measures should be taken, to utilise silver to a greater extent, for purposes of 
currency.

Mr. Gibbs has entirely altered his opinion since 1878 • is now of opinion 
that the establishment of a fixed ratio is not merely practicable, but in itself 
highly desirable : and for some considerable period baa himself been President 
of the Bimetallic League. We are at a loss to understand how the change 
in Mr. Gibbs’ views since 1878, which Ids writings on the subject have 
rendered matter of much notoriety, should, as would seem to be the case, 
have escaped the knowledge of the .Lords Commissioners of Her Majesty's 
Treasury.

Q u e s tio n  o f  gain or loss to In d ia  fr o m  the f a l l  in  th e rate o f  exchange.

11. W ith regard to the question whether India has obtained any such 
advantages from the fall in exchange as wholly or in part to compensate her 
for the undoubted injury which the fall inflicts, and specially for the loss on 
the gold remittances of the Government of India, we would observe that this 
is a matter on which opinion is by no means unanimous. The fall in the rate 
of exchange has coincided in point of tima with a large development of 
Indian trade and a steady increase of Indian revenue; but many authorities 
hold that this growth of trade and revenue is due to a succession of several 
good harvests, to the increased energy shewn of late years in the 'construction 
of. railways in India, to the cheapening of the cost of sea transport, and to the 
opening o f the Suez Canal rather than to the fall in exchange. The question 
has been recently examined in a paper entitled “  Indian Trade and Exchange/’ 
prepared by the Assistant Secretary in our Financial Department, copies of 
which have been forwarded for Your Lordship's information ; and the 
considerations therein set forth materially assist in enabling a judgment 
to be formed upon this important matter. It is beyond question that the



instability  in  the re lative  valnfe o f g o ld  and silver discourages the investm ent 
o f  capital in I n d ia ; and the  h igh er rate o f interest which w e shou ld  h a v e 'to  
pay for  silver' loans fo rces  us to  borrow  in g o ld , aud to  accept the 'risk o f  a 
still fa rth er appreciation  o f  that m etal. The variations in exch an ge introduce 
great u n certa in ty  in th a t h u g e  class o f  eomtnereinl' transactions in. which the 
element, o f  tim e is involved . The fa ll id  silver,'by  th row in g  u nexpected ly  a 
heavy burden on ou r finances, has m ore than once com pelled  ns to d e fe r  the 
construction  o f p u b lic  w orks intended fo r  the protection  o f the country 
against ia m m e , and has led to regrettab le  and w asteful fluctuations in our 
P ublic W orks policy. These are evils o f  g re »t  m agnitude ,s and  if we take, 
in to consideration also the d irect a ccu m u latin g  increase to the pu b lic  expend!" 
lure due to the fall in exchange, it  is, to  say the least, d ifficu lt to contend 
that In d ia  as a w hole m ay have gained  as much as she has lost. It has 
no dou bt been argued that the fa ll in exch an ge by en cou ra g in g  Indian  
exports  has g iven  a  stim ulus to  industries in w hich  In d ia  com petes with 
countries that have a g o ld  stan d ard ; b u t, apart fro m  the results o f recent 
enqu iry  in to th is  part o f  the su b ject w hich we 'have above alluded to, we have 
been unable to  discover that the silver prices o f  Ind ian  e x p o r ts  or Indian  
com m odities generally , have risen since the fail in the rate o f exch an ge, and 

• there are g o o d  grou n ds iior believing th a t the e ffect o f  the ch an ge  th at o f  
late years has taken place in the relative value o f silver and go ld  has been to  

Mower, go ld  prices and not to  raise silver prices. A part from  th is aspect o f  the 
question , it  fa rth er  appears to as th a t the L o rd s  Com m issioners o f  H er 
M a je s ty 's  Treasury have failed to n otice  that those persons w ho are o f opinion 
that India has gained b y  the fall in exchange hold , as an essential part .of the 
sam e opinion, that E n g la n d  and all other countries w ith a g o ld  standard have 
lost in an exactly  equal degree. T h e y  argue that the rupture o f  th e  old ratio 
o f  1 to  15| between th e  tw o metals has led to  a reduced supply  o f  m eta llic 
m oney to  conn tries w ith  a gold  standard, anti an. increased supply , o f  an 
ex a ctly  e q u iv a le n t ' am ount, to countries with a silver standard ;  and i f  the 
increased supply has been a gain to the silver countries, it fo llow s  that the 
reduced supply  m ust have proved in jurious to  countries with a go ld  standard 
by. cau sin g  a general fall in the prices o f  com m odities.

12*. T h e Lords Com m issioners quote, w ith seem ing approval, the opinion 
o f  M r . B arbour, our F inancial Secretary, on the question o f th e  ga in  or lose 
to India ; but w e observed that they have om itted  to  refer to  the passages in 
Which M r. B arbour states that the ga in  of the silver countries is balanced by  
a corresponding degree o f  loss on the narfc o f  th e  g o ld  countries. The fo llo w 
in g  extracts from  the preface to  the book  quoted from  show w h at M r. B arbour’s 
op in ion  is on this p o in t :-**

«  This fall in priors has been aggravated in conn tries using the gold standard, and 
checked, or altogether obviated, in countries using the silver standard, by the partial 
demonetisation o* silver. In  ho far as this has • been the case, the silver .countries .have 
unquestionably gained, while the gold countries have lost.’’ * * * * * .*

“  Every fall in the gold price of silver Will b  followed by a correspopdmg decline in 
the gold prices o f commodities, by increased disinclination o f capitalists in London to 
invest money in India, by a redaction of profits, and a general increase o f the burden o f 
obligation already contracted in England.”

These passages m ake it  clear that the theory o f ga in  to In d ia  by the M I  
in exch an ge is based on  the belief th a t countries w ith a g o ld  standard have 
lost in an equal degree j ami that, in  short, the gain  o f  the sdvet countries 
arises from  a species o f  protection  against countries w ith a g o ld  standard. 
I t  is not possible to a ccep t one-half o f  the th eory , and to  re ject the other,



If the silver countries have gained by an increase of the supply of metallic 
money, the gold countries must have lost by an exactly equivalent1- reduction 
in the supply. W e desire to lay special stress on this aspect of the case, 
because wo find it stated that “ England would not herself take the initiative 
in making changes which would have the effect of disturbing a monetary 
system under which she has enjoyed mm h prosperity/* and no notice is taken 
of the fa (St that any special gain to India, from the low exchange must have 
been attended with.corresponding loss to England. In connection with the 
question of the prosperity.which England may have enjoyed in former years 
under the1 gold standard, it should not be overlooked that up to 1878 
England enjoyed the benefits of a comparatively stable ratio between her 
gold standard and tbs silver standard of other countries, Mid that since the 
wide departure from the old ratio occurred, thr progress and prosperity of 
England have suffered a decided check.. Without attempting to define the 
specific causes which have been in operation, we may observe that the prices 
of commodities have fallen very largely in England in recent years.

Iff. Even, if, for the sake of argument, it be admitted that India, as a 
whole, has gained m  much • as-she has lost by the fall in sxohange, we are 
still iff opinion that a change it* imperatively required in the interests-of tlib 
British Government in India. I f the gain has just- balanced the loss owing 
to the fall in exchange, we may reasonably conclude that in ease of a rise in 
exchange, the loss would, not on the whole exceed the gain, while the 
financial relief, and consequent political advantage, to our Government would 
be incalculable; This view of the matter was referred to by Sir Louis Mallet 
at the Conference of 1881 in the following words:—

Although y  e may, no doubt, look forward in the future to some rearrangement of 
taxation when the depreciation o f the coinage has produced It# effect in a general rise o f 
prices, and particularly in that o f labour, wo niuiifc wait a tong time for that result } and 
meanwhile it would be impossible without serious political danger to propose new taxes 
basrd on considerations which the mass of the people would not he able to understand.

6 But it is not only the actual loss which we have to think about ; it is the absolute 
uncertainty which hangs about the future, and which prevents any serious or accurate 
calculation of the revenue and resources of Go -ornment.”

. The~e words have a special bearing on our present financial position. The 
recent renewal of instability, followed by a heavy fall in exchange, and main
tained tip to the present time, has rendered the most careful calculations we 
ean make valueless. We have nI ready imposed unpopular taxa tion, and we 
see before us the possibility of being compelled to have recourse to the imposi
tion of farther taxes alike unpopular and injurious to the well-being of the 
community. The future is, it possible, even less assured than it was when 
9$r Louis Mallet spoke. Moreover, the rise in prices, owing to the depreciation 
of the silver currency, to which Sir Louis Mallet looked forward, lias not taken 
place;  the alteration io relative gold and silver prices, which must necessarily 
follow the alteration of the exchange, has taken the form of a fall in gold, 
and not of a rise in silver, prices. M e cannot, therefore, count, within any 
reasonable time, on such a growth of revenue as will enable us to meet the 
burden thrown on our finances in recent years by the fall in exchange.

14. butting aside, however, all matters of minor importance, we desire 
to observe .that, in our judgment, the question of the establishment o f »  
stable ratio between gold and silver must be decided on broader grounds than 
the gain or loss of a single country, and that it ie a question of world-wide 
importance, the interest of England in securing a permanent settlement being 
no Jess than that of India, So far as regards the mojietar. standard, no



country is, or can be, independent of the action o f other Apmi
from the dislocation, of trade and industry caused by variations in the- rate 
of exchange between, two standards, uot linked .by a legal ratio, each country 
is at the mercy of others, which, by adopting or discarding the gold or silver 
standard, con seriously prejudice the interests of that country ivhieh makes 
no change in the standard. England has made no change in the standard 
emoe 1818 ; but the result of the more extended use of gold by foreign 
countries is certainly not less-serious in its effect on the industries of England 
and the interests of the English people than in its effect on ^French and 
A merican industries and in.lcrosts* Th.6 Government oi XiuJifty iike that cl 
England, has made no change in the standard ; y-at the action of foreign 
nations bae placed our finances in those perpetually recurring difficulties which 
are set forth in our Despatch of 2nd February last, and threatens them with 
even greater disasters in the immediate future. 'the question of the monetary 
standard appears, therefore, to us to he pre-eminently one for settlement by 
international agreement; in no other way can a satisfactory or permanent 
settlement be effected f and we trust that Her Majesty’ s Government will 
abandon their attitude of absolute isolation— in attitude which, we venture 
to think, is both indefensible in theory, and in practice fraught with danger 
both to England and to India.

Omission to answer the arguments employed againstthe pi opotah oj lb78.
15. In 1878 the Government of Lord Lytton proposed that the coinage 

of rupees should be restricted, by means of a seignorage, in such manner as
to raise the value of the rupee from I*. 7$ , the market rate o f the day, to
2 s ,  • and these proposals contemplated ultimately the introduction into India 
of V  gold standard. The Lords Commissioners of Her Majesty's Treasury 
I'ofor to this proposal, and express r&grct that i** tlio Despatch of 2od r6 )̂  
ruary last the Government of India has not replied to the arguments which 
led to its rejection, nor shown that it has now some scheme in view which is 
not open to similar objections. Great importance is evidently attached to 
this point as in Mr. Fowler's letter of diet May the arguments used against 
the proposals of 1878 are repeated, and it is added that “  the Lords Com
missioners find no reason stated in the Despatch o f the Government of India, 
in the present year which induces them to dissent from the conclusions thus 
set forth on the authority of Sir Stafford Northcote as to the results of any 
attempt to artificially enhance the gold price of silver.”  We confess to 
having read these remarks with surprise, as, for the reasons which follow. 
we can perceive no analogy whatever between the proposals -of 1878 and 
those which we recently put forward. , .. ,

16. The proposals made by the Government of India in 1878 involved 
’ the restriction of the coinage oi: rupees, a measure which, in our recent pro

posals we have not advocated. The proposals of 1878 aimed at establishing 
n fixed ratio between gold and the coined rupee, which is a totally different 
matter from the establishment of a fixed ratio between gold and silver. The 
Government of 1878 proposed to establish between gold and the rupee the ratio 
of ten rupees equal to one pound sterling, while the proposal contained h  our 
Despatch of 2nd February last merely involved the establishment of a stable 
ratio between gold and silver, and left the question of what that ratio should 
be for future" discussion. The proposals of 1878-could have been carried out 
by legislation in India, and were entirely independent of international agree
ment ; the' • essential feature of our present proposals is their dependence on
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international agreement. The proposals of 1878 would not, as. seems to be 
supposed, !i. ve raised the gold value of silver, but. would, on Ihe contrary,
• have tended very materially to reduce it. The arguments used against tha 
measures advocated in 1878 have, therefore, no bearing on our recent pro
posals ; and, as those measures lay outside the scope, of the recommendations 
contained in our Despatch of .February $»d, we admit our inability to perceive 
why, In that Despatch, we should have been at the pain of answering them.
The proposals contained in our Despatch of fend February did not necessarily 
involve the raising of the gold value of silver to the old ratio ot 15-| to 1*
It was our intention that the question of the precise ratio to be adopted 
should be left for future discussion, and for settlement after full consideration 
of all the interests involved, and after ascertainment of the views ol the 
principal nations interested in the matter. Even if a Conference should have 
decided on the adoption of the old ratio of 151 to 1, we cannot admit that the 
change could more accurately be described as one for raising the value of 
silver rather than as one for lowering the value of gold. The essential end 
to which our recent proposals were directed was the establishment of a stable . 
ratio between silver and gold ; and even if a higher rati than the market 
ratio of the day had been adopted, the procedure which we advocate would 
have had as much effect in lowering gold as in raising silver. The scheme 
of 1878, on the other hand, would have materially lowered the value of silver, 
and must ultimately have had the effect of raising the value of gold by 
increasing the demand for it. W o fail as we have said, to perceive any- 
thing in common between the two proposals; and we conceive it unnecessary 
to remark further on this portion of the question.

Possibility of relieving the finances by reduction of expenditure,
17. In paragraph 15 of Mr. Fowler's letter, our attention is directed to 

the importance of the reduction o f expenditure, and it is added that the 
principal element which has determined the unfavourable condition of Indian 
finance, and which has conduced to our difficulties more obviously and cer
tainly than the fall in the price of silver, is the alarming growth’ of expen
diture. The general question of the growth of expenditure on the civil adminis
tration of India was dealt with very fully in the Despatch from Lord Ripon’s 
Government, No. £53, dated &4th August 1883,'* and in the Minute* by Sir 
Evelyn Baring, which accompanied, as well as in other correspondence which 
took place about the same time, and which was published as a Parliamen
tary blue-book in August 1885, W e can add nothing to what is contained 
in the correspondence in question, beyond remarking that our financial diffi
culties since that date have forced us to scrutinise very narrowly all proposals 
for incurring additional expenditure, end that we have been compelled to put 
aside many valuable reforms simply because we could not find the means 
to carry them out. We do not know to what facts the Lords Commis
sioners of Her Majesty's Treasury more particularly desire to draw attention 
when they speak of the alarming growth of expenditure. The fall in silver 
has no doubt added largely to expenditure on account of exchange, and 
we have been obliged to incur expenditure in the construction of Famine 
Bail ways, which do not, for the present at any rate, return a profit sufficient 
to cover interest on capital. The same remarks hold g ood in regard to ihe 
expenditure on Frontier Railways and Coast Defences, while the events that 
have occurred in recent years beyond the North-West Frontier have cot: 
polled us to increase the Army, both European and Native. Her Majesty's

* Not printed In tbin volume.
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Government, we believe, concur with the Government of India in the necessity 
o f measures calculated to minimise the risk of such loss, of life as occurred in 
the Madras famine, and to guard against external attack on the North-West 
Frontier of India, So long as the adequate protection of India against the 

. consequences of war and famine is an essential portion of the policy of Her 
Majesty's Government, it is premature to object to the'expenditure which 
the .attainment of these ends necessarily for a limited time involves,

18, With the exception of the expenditure referred to in the preceding 
paragraph, which was incurred deliberately and with a full Knowledge o f the 
burden it would impose on the country, and which we should gladly have 
avoided if we could safely have done go, we are not aware o f any great growth 
of expenditure in recent years, The measures taken in .1881 to.provide an 
insurance against the financial effects of 'famine have, no doubt, added nomi
nally £1,500,000 {conventional sterling) to the expenditure; but this was, as 
those conversant with Indian finance are aware, a measure o f economy , and 
this item of £1,500,000 is o f the nature of a reserve or insurance fund. 
Possibly the fact may have been overlooked that the Government of India is 
now a verv large Railway proprietor, and that the opening of new Railways 
necessarily involves an addition to the yearly .expenditure of the total amount 
of the working expenses of the Railways. This expenditure cannot, however 
be avoided j it brings in corresponding revenue, and can m  m  sense be treated 
as an addition to the cost of government,-properly so called. A he danger of 
misunderstanding arising from this cause was alluded to m our  ̂Despatch 
No. 381, dated 1st December 1855, in the following terms s j  I he rapid increase 
and great complexity of the Railway transactions make it very inconvenient 
to embody them in Finance Accounts, and the apparent increase ox revenue 
at'the disposal of Government as newlines are opened and corresponding 
apparent increase of cost of governing the country give rise ^m istaken idea 
of the increasing income and extravagance of the Government. But wlnit 
ever the origin of the remarks regarding the growth of expenditure may be, 
w ; mtlst he allowed, with all deference, to maintain that we h a ve b y  i n y m m m  
been forgetful of the relief to the finances which can he obtained by reduction 
of expenditure : the fall in the gold value of silver has more than once led to 
reductions of expenditure, which have caused serious administrative moonye- 
mouce • and we are at the present time engaged m making every reduction 
which ib reasonably or safely practicable, though there is no hope that any 
economies we may be able to effect will do more than cover a fraction of «,w 
additional burden imposed on India by the recent fall'in exchange.

i  a jn  older that there may he no room for misunderstanding as to the
BPr o ,»  rfeot X t  th« M l h W  f t *  W  < * * »  « « * “ ” » ln,d>”  • 

v administration and of the .'repeated efforts which have been made to meet the
f.dmmisvia , W involved by reduction of expenditure, we willtizzsst&tt&wX i n f c  rim ncia i 8^ te m m tto
] 876-77 Sir William Muir remarked as follows

«  * depreciation of silver, and the consequent enhancement of charge to tW«— “ ixr  rs? s£fsi &£$
“ ^SaMhedlSttKer from whatever joint of view considered, is the grayest which has yet 
^  India. War, famine, and drought have often inflicted losses on&a.‘

« * * « « .  gmmJ. This 16 J'.t the « » » * .  P«*»«
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• cadse o f anxiety. Its immediate effects we serious enough, as has- already been shown• 
But that which adds significance, to it is, that the end cannot be seen ; the' future is in reived 
in uncertainty. ”

A s a consequence o f  the position in which the G overnm ent found i t s ; !1 
ow in g  to  the fall |n exchange, measures w ere taken in Ju ly  1878 for tlx0 
effective curtailm ent o f expenditure on  Extraordinary Public W orks, and afc 
the same tim e all outlay o f  public money on the ordinary civil adm inistration 
was stopped a which is not absolutely necessary, or to which the G overnm ent 
is not com m itted,-or the discontinuance o f w hich will not cost disproportionate 
loss and waste,

StO. In  N ovem ber 1878 measures were again taken u for the reduction 
o f the ordinary expenditure o f th e  country within the narrowest.- l im its / ' but 
these measures were based on the probability of heavy war expenditure, 
well as on the fall in exchange. The orders given in N ovem ber 1878 were 
follow ed up in M ay 1879 with equally stringent orders for  still further 
reduction o f  expenditure in all branches o f the adm inistration. The contracts 
with Provincial Governm ents were tem porarily set aside, and contributions 
obtained from them to help to  tide the-G overnm ent of India  over its im m e
diate difficulties, The result o f  the measures taken involved a-reduction o f 
£758 ,000  in ordinary expenditure, as well as the reduction o f  Productive 
P u blic W orks expenditure by £1 ,000 ,000  yearly, although the estimated 
expenditure o f 1879-80  was already £1 ,000 ,000  below the average expenditure 
o f  the tw o preceding years.

In  .June o f the same year the fo llow in g  language was.used : R ig id
.economy in every branch o f the public service is in present circum stances the 
policy which must be followed. To quote again the words o f the Resolution 
o f  the .1st May ; ~

“ IT,ideas positive necessity exists, no improvements in administration, however desir
ables must be undertaken if they involve increased, charges ■ no fresh establishment's m ust 
be entertained; no new offices must be created; no new works, which it is possible to 
postpone, must be commenced.

“  It is through tMp policy of retrenchment and ’ economy that the necessity for fresh 
taxation has for the present been avoided ; and if the fall in the value o f  silver in relation 
to gold should further increase, strict adherence to that policy will be more than ever 
essential.”

The language used by Lord. Lytton's Government in their Despatch 
No, IBS, dated 22nd May 1879,* shows how great must have been the pressure 
which compelled them to have recourse to such reductions

«  We do not-proposeJn this Despatch to disease the circonastanccs which, have rendered it 
necessary to undertake th^e reductions in the expenditure on Public Works in India. Tho 
result will undoubtedly be that the material progress of the country will bo seriously retarded 
and we in no way disguise from ourselves the injury which India will sustain, or the di».

» credit which will be entailed on the Gov eminent, by even the temporary abandonnu nt of a 
policy which we ave satisfied is essentially w ise, and which in spite o f many errors l as boon 
on the whole attended with .eminent success. The .measures which we now take with bo much 
regret have been forced upon us by circumstances over which we have no .control, and for 
which our Government is in no degree responsible,”

21. From 1879-80 the rate of exchange remained nearly constant for 
some years, the average rate obtained for home remittances having been as 
follows

d.
1879- 80 19*jg
1880- 81 ............................................................... i f® *
1881- 82 ......................................................................... -_________ i f ® 8
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