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1. My note on this subjeot, dated April 9th, brought our information
down to that date and was followed by the telegram to thie Secretary of
State, sanctioned by the Couneil on the 15th idem. NHESATEERAAN

2. The information which we have since ohtained as to the progeedingsof
the Conference is almost entirely unofficial, and covsists of the follbwing by

Reuter’s telegrams :~=

“ Pagis, 19th April.—The Monctary Conference comivenced its Teittings to-day. 3 -
togland, France, Germany, the United States, Rugsia, Austrig, Italy, Spain, Portuual,
Belgium, Holland, Greeco, Denmark, Sweden and the Swise Confederation wero all repre-
sented. The French Minister of Finance, who was elected President of the Conference
advoeated the bimetallia standard.” I ) -

** London, 18th April.~The Times publishes a paragraph stating that Sir Louis Mallet
will specially vepresent India at the Metallic Conference in Paris. Canada and England
will each send a representative.” : e

“ Paris, 20tk April.~The mewbers of the Monetary Conference have appointed &
Committee of fifteen to fiawe o programme, The Committes will meet on the 2’8111)- instant,
A plenary sittin% will be fixed later on.” -_ b g :

A * Paris, 44 May.—The Committee of the Metallic Conforence has now arranged the
\ draft of the programme; and the Conference will shortly re-assemble.” Rl

* Paris, Sth May At s meoting of the Metallio Conferense to-day, England was

represented by the Honourable €. W, Fremantle, Deputy Master of the Mint, and India by
*  Bir Lovis Mallet and Lord Reny. After an exchange of views, the Conference adjourned.” .

“ Paris, 6th May.—~At the mesting of the Metallic Conference to-day a divergence of
views was manifested by the representatives assembled. 'Germany will adbere to the gold =
gtandard only, but intimated her willingness to suspend her sales of silver for several years,
and congented also to withdraw the five-mark gold coin from ciroulation. England, Indis,
and. Canada stated that they only agreed to participate in the Conference in deferenca to 'the
invitation received, Thay offered to give information upon the subjeets ander disenssion,
but would not vote. Russia, Sweden, the Bwiss Confederation and Greece would, nnder gers
tain reservations, adopt a bimetallic standard, Austria regretted the difficulty of the situa-
tion in which she was placad owing to the forced eurrenoy existing in that country. The
other representatives vemained silont.

“ Paris, 7th May.~At the meeting of the Metallic Conference to-day, the delegate of
the Netherlands Government advocsted a bimetallic enrreney; hut, on the other hand, the
Belgian delegate urged the maintenance of the staéw quo currency everywhere,” :

* Paris, 10tk May~At a meeting of the Metallic Conference to-duy, the Italian dele
gates spoke on behalf of a bimetallic standard. The delegate of the Swiss Confederation
(M. Burckhard Bisehod) dwelt upon fthe searcity of gold in the Swiss Coufederation.
M. Therner, the Russian delegats, advocated a gold standarii,”

““ London, 11th May.-~Mr, Gladstone, in reply to a question in the House of Commnions
last night, said that the action of the Seoretary of State for Indin in sending delegates to
the Metallic Conference in no way committed the Indis Government to anything in the
nature of the adoption of a bicurrency. The Seoretary of State for India will not encourage
any material change in the monetary policy of Indis, but any measnre caleulated to promote

. the re=establishment of the value of silver will be fuvourably considered.”

3. The London T¥mes of March 24th publishes a letter from its corrve-
spondent at Parig, giving the official textof the draft resolution which France
and the United States intend to advocate at the Confercnce. A snmmary of
the letter, and the text ifiself, i3 subjoined ;-

“The Paris corvespondent of the Tlimes gives the following offieial text of the drafe
rezolnbion expressing the leading ideas which Framce aud the United States propose to
advocate af the Parie Monetary Conference, which is to open on the 19th of April. It is,
he says, quite understood that the Powers invited to the Conference are in no way committed
either to the terms of the inyitation or to any programuwe, but will be free to recomwmeond



any "__iﬁénsﬁﬁ which may irn;pfuvé'- iht_émﬁtiéﬁal ';moue.t'ary relationy, nor will imj- Power bo
“bound to abide by the resolutions swhich may be adopted by the others s Uik

1, Whereas bimetallism, or the monetary system which consists in simultaneously

. '¢oining any quantity of gold and silver on the footing of a legal ratio between the weight of

tlie monetary unit in gold and the weight of the same unit in silver, had always bean prage
tised, and that only since a few years has it ceased to operate in any part of the world ;

| %9, Whevens, during nesrly & century, the principal continental mints had coined at
 the legal ratio of 154 all the quantities of gold and silver presented for'coinage, whereby
. alone, whatever the vicissitudes in the produetion of gold and the production of silver, the
relative value of the two metals was necessarily fixed in the entire world at the par of 153,
~_nobody in any cotntry agreeing to part with cithex gold or silver at a less advantageous

ratio than that whioh it was known could be realised in Europe at the mints which were
 bound at the rate of 16} to vonvert into coin having legal cwrrency withont limit of amount

all the metal they were agked to coin; = * ' !

. %8, Whereas, by this universal par of wvalne between gold and silver, the monetary
material of the entire world formed a single mass as homogeneous as if it had been composed
of a single metal, but with this evident and very important snperiority, that its paying
- power was much more stable than wonld have been the paying power of gold disjoined from
silver, or of silver disjoined from gold; and this because the greater or less stability of that
paying power depends on the greafier or less regularity of monetavy prodnction because the
. production of gold is very irvegular, also that of silver, while the joint production of the two
metals valued at the legal ratio, is quite sufficiently regular ;

“ 4, Whoreas the above-mentioned universal par between the value of the two metals
wis of the greatest service to countries subject to monometallism, such as gold monometallie
B}n%la.udland silyer monometallic India, which countries, owing to that par, could mutnally
settle their pecuniary dealings with almost ag much facility and certainty as if they had une
aad the same metal as comon money ; ) i
%5, Wheveas, as soon as gilver was no longer freely admitted to coinage by the States
which had previously been bimetallio, the universal par of value between the two metals
necessarily disappeared ; and inasmuch as through that disappsarance the bimetallie and
homogeneous material possessed by the world was desomposed inte two monometallic materis
als heterogeneous to each other——the matorial gold, the sole metal admitted to free ovinage
in Enrope and America, and the matorial silyer, the sole monetary metal in Asia, a twofold
monometallisny, which has réndersd the commercial and financial relations between the two
halves of the world almost as complicated and hazardous as if the exchanges between them
- were made by barter;

“6. Wheroas, moreover, the States of the Continent of Hurope and the United States
of America, while admitting gold alone to free coinage, are encumbered with ocoined gilver,
. and the silver coins of one country cannot be sovverted into money in other countries unless
in Ada, but then undergoing all the loss resulting from the diffevence between the ratio at
which such silver has been coined with regard to gold and the much smaller ratio of gold
roalised on disposing of silver for an. Asiatic destination now that the universal par uno
longer exists—a ratio which would becowme smaller and smaller if the offers for sale of
gilver happened to bs resumed and continned ; _

; “7, Whereas it is, in fact, impossible to withdraw from cireulation and get rid of the

- eoined silyar, not only becanse of the terrible fall which the Asiatic exchauge wounld experi-
“ence and of the enormous losses which would liave to be borne, but alga because of the im-
mense void sueh withdrawal would leave behind it—~a monetary void which could not be
filled eifher with the present gold, which has already its use, or with the future gold, which
has not yet issuéd from the mines in general. and that chaos extremely prejudicial to tho
interests of all nations, without a single exveption, is solaly attributable to monetary laws now
in foree in Europe and the United States, and ocannot be: put an end to exoept by
reverting to bimetallism ; ; -

%8, And whereas sueh roversion to bimetallism and fhe adoption of the ratio 16} by a
proponderating group of nations wonld have the immediate effect of ve-establishing on & very
golid basis the old aniversal par of valoe between the bwo metals, of enabling Europe with-
out any loss to employ its old silver crowns in paying Amerioa, and reciprocally of ‘enabling
the United States, when their balance of fiade allows it, to pay Hurope with silver from
their mines ; and, lastly, of making silver a universal money, while retaining gold on ghe
footing of 15% as European and American mouey; :

“ Now, therefore, actuated by all these considerations, the Amervican, French, eto., dele-
~ gates have reselved by common accord to submit o the ratification of their respective Goyerns

ments the following Convention i~

% doticle 1.~The United States of America, the French Republio, ete., form them«

elves into a Bimetallic Union on the terms and conditions hereinafter stipulated.
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“ drticle 8.~-The members of the Union shall admit gold and silver to mintage with=
out any limitdtion of quantity, and shall adopt the ratio of 1 to 154 Letween the weight of

nre metal contained in  the monetary unit in gold and the weight of pure metal contained
in the same unit in silver. : - ' | o ! , AT

“ Article 3,—0n condition of this ratio of 1 to 16§ being always observed, each State
saall raé)i:_ain fren to preserve its monetory types—doliar, frane, pound sterling, mark, or to
change them, i . il _

“ Awrticle 4—Auy verson shall be entitled to take any quantity of gold or silver,
eithier in ingots or in foreign coing, to the mints of any member of the Union for the par-
pose of getting it back in the shape of coin bearing the State mark ; the mintage shall be
gratuitous to the publio ; ench member of the Union shall bear the expense of ity mintage.

“ Artiole 5.~The mints of each State shall be bound o coin the metal brought by the
. public as speedily us possible and at the nforesaid ratio of 1 to 154 between gold specie and
silver speeis j the coin thus manufactured shall be. delivered to the person who shall have
brought the metal or to his aesigns ; ifl the person bringing gold or silver requests immediate
paynient of the sum which would acorve to him after the nterval of mintage, Lhat payment
ghall be made to him subject to a deduetion which shall not exceed two per thousand; the
sum shall be handed over at the will of the paying party in gold or silver coin or in notes
hoing legalstonder and sonvertible at sight into metallic money.

“ drticle 6.~The gold and sllver money shall alike be legal fender to any amount in the
State which shall have mannfactured then,

“ Article 7.—In each State the Government shall continue to issne as a monopoly, its
gmall change or tokens ; it shall determine their quantity and quality, and shall fix the
amonnt above which no person shall be bound to receive thera in payment. B

% Aptivle 8,~The fact of iesuing or allowing to be issued paper money, convertible or
otherwise, shall not relieve fhe State igsuing it, or allowing it to be issued, from the above-
stipulnted obligation of keel_)'zng its mints always open for the free mintage of the two
metals ab the ratio of 1 to 155, i

“ Article 9~—Gold and silver, whether in ingots or in coin, shall be subject to no
oustoms duty, either on importation or exportation. ' : il

“« Artiole 10.~~The reoception of silver shall commence at the same dabe in all the mints
of the Union. el e il

“ drticle 11.-=The present Convention shall remain in force till the 1st of January 1900.
If a year before that date mnotioe of its abrogation hag not been givem, it shall of full
right be prolonged by taeit renewal till the 1st of Jaunuary 1910, and 80 on by periods of
ten years until such notice of abrogation shall have besn givena yesr prior to the expira-
tion of the cutrent decennial period ; it being, however, understood that notice of abroga-
tion given by States having in Europe less than 20 mullions of inhabitants, or subjeot te the
inconvertible paper money system, while releasing those States, shall not prevent or inter-
fe%rahwi% the deeonnial facit renewal of tho present Convention betweon the other members
of the Union,” '

This official programme is substantially the same as the sketch given in
paragraph 5 of my note of April 9¢h,

4. Regarding the course of public opinion in England, we find in the
latest advices from England facts proving a wvery 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 memoriale, though not directly
advocating bimetallism, evince a strong opinion that cxisting wmonetary
conditions are unsatisfactory, and a desire that everything, shoxt 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 atford a con-
venient summary of the movement =

From the London * Times,”’

“ Mr. Blagg; M.P., yesterday placed in the hands of Lord Hartington, the Seeretary of
State for India, s memorial with 1,700 signatares, including those of nearly all the leading
firms in and about Manchester, expressing the strong desire of the memorialists that
England, and especially Indis, ghould be represented at the spproaching Monetary
Uonference, in order to the restoration of silver to its due place in the monetary systems of
the leading Powers.” i




From the ¢ Times of India.” R ol

# Although what hag boen called the * taint of bimetallism ’ has certainly spread widely
inthe highest quarters in fhis country, it cannot be said that the prospecia of a favourable
- issne to the Monetary Confereuce ave inoreasing. Tho reason is said to be that, while France,
it the United States, Spain,and Ltaly have agreed to accept bimefallism at the ratio of 1 to
' 154, Kngland has declared that she will be unable to take part in a conference, the conclos
giong of which have been practieally fized in advance. The meeting of the delegates on
Monday will be duly formed, snd an adjournment for another fortnight will be arranged.
The postponement, we are told; has therefore been: decided upon in order to allow France
- and the United States to enlarge the original programme of the Conference, und so to
formulate the questions that it may no longer appear as if the freedam of sotion of the
Qonference was prejudiced. If this be the case, it will probably be regarded as increasing
'the probability that the Confersnce will not separate without some result, As one of your
Brussels contemporaries vewarks, ¢ the endesvour to satiefy the proper technical ebjection
‘of the British Govexrnment to discussing foregone conclugions may be acoepted as an expross
sion of an earnest desire on the part of the promoters to settle the questions at issve on as
comprehensive & basis as possible, and as baing at the same time an indication that hopes
are eatertained that a solution may be arrived at which will be acceptable to the British
vepresentatives.’ Meanwhile the British Government are being subjected to extraordinary
pressure from the commeroial interests. T have already mentioned the presentation of &
memorial from Manchester, signed by 1,700 firms, praying that Hogland may be represeunted
‘at tho Conference. On Baturday (Agril 9) & memorial, signed by & large number of the
most influential bankers, merchants, and others in the City of London, was addressed fto
Lord Hartington, earnestly begging that the interestas of this country may be represented,
as they ‘view with alEra ension the effects on comimerca generally, and especially on the
~ future of our Indian Kmpire, arising from the present uncertainty which attaches to the
question proposed to be disonssed by the Conference, and the further possible depresiation
in values which may result from a failore of ite settlement,’ Among tia gignatories of this
document were the Oriental Bank, the Chartered Mercauntile Bank of India, the London
and China Bank, the Uhartered Pank of India, Anstralia and China, the Hong-Kong and
Shanghai Bank, Dent, Palmer & Company, Anthony Gibbs & Company, the Peninsular
and Oviental Steam Navigation Company, Ernsthausen and Uésterley, the Delhi and
London Bank, the Borneo Company, Chalmers, Guthrie & Company, Smith, Wood &
‘Company, Auderson, . Finlay & Company, Phe?\}m, James & Company, Steel Brothers &
Qompany, Brederick Huth & Company, and Morton, Rose & Company, A memorial
signed by 334 of the leading firms of Glasgow and the neighbourhood, estimated to represent
a capital of not less than £80,000,000, has also been forwarded fo Mr, Gladstone and the
Marqnis of Hartington, praying that Great Britain may be represented at the Conference.
The terms of the memorial are as follows ;—

¢(1) We, tho undersigned werchants, &o., of Glasgow and its neighbourhocd, being
subjected, directly and indirectly, to serious losses and incouvenience by
the fluctuations of exchange with silver paying eountries are malerially
interested ip 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 be represented at
this Conference convened to consider a question of supreme and universal
importance, and sv vitally affecting the vast trade of this country with
India, China, Japan, the West Indies, Mexsico and South Awmerica.

¢(8) We view with much anziety any further disuse of silver as a cirenlating medinm
by the nations of Europe, not only because of the serious eftect upon
exchanges with silver-nsing countries which must follow, but also in view
of the dangerous disturbauce certain to resultin the value of gold, and
sonsequently in the home and colonial currency.

‘(4) We, therefore, pray that represcntatives from the Imperial and Indian
Glovernments may be sent to the International Monetary Conference, and
that at least they be authorised to give nssurances that Her Majesty’s
Government intend that silver will remain the standard of value in Her

~ Majesty’s Indian possessions.’

% (onsiderable attention has been given to the views publiched by My. Edward Cazalet,
8 prominent Knglish advocate of bimetallism, who ascribes all the trade adversities of recent
years to the growing divergeuce between the values of silver and gold. Kven the misfors
tunes of the farmers and landownors of this country, which have been commonly atfributed
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to bad harvests aud foreign competition, My: Cazalet places 'side by side with the losses of
India and China werchants and of the Tndian Government as being largely due ¢ to the
digordered state of the ocurrency of the world) Mr, Canalot goes so far as to say that
English cotton-spinners are suflering beoause their Hrench competitors are paying wages
*in gilver, which is depreciated o the extent of 18 Pe'r cont. Mr, Unzalet omits to remember

that money values in Krance are as purely on a guld basis as our ovwn, and that consequently
the French employer has no advantage over his Hnglish rival. M. de Laveleye, formerly
a monometallist, bas addvessed a letter o his colleagues of the Cobden Club, in which he
urges that the success of the United States which * by elevating their ¢ustoms dnties, have
created a favourable balance of trade payable in metal’ will be a precedent fatal to Froe
Trade if the struggle for gold is allowed to continue. @ermany, he says, advanced her

duties because she saw her gold ebbing away. Luuzatti, who usually ropresents Italy in

negotiating txeatios of commeroe, has not hesitated to deolare that Italy will do the same if
dhe sees the gold which she is about to borrow again leaving the ocountry. | hussia has
alrondy adopted the same measures in order to have the means for resuming a specie cireus
letion by keeping the gold which she produces, and she now exacts payment of her duties
in gold, The demands of the Nremeh: protectionists will become irresistible if the drain

" of gold from France continues. Finally, Austria has' adoptod the same policy, and also

exaots payment of her duties in gold. ‘People will read the escellont works which the
Cobden &u’b distributes by thonsands ; but the law of Darwin (the law of the struggle for
existenoe) will prevail, and everybody will exclaim—* Rather an advance of the tarifts which
ig folt by the foreigner than an advance of the rate of discount whioh is felt at home.”” | It
is erroneons, M. de Laveleye contends, to say thas the principles of Free Trade lead to the single
gtandard ; on the contrary  the single standard kills Free Trade.' ¢ Ameriga,’ he concludes,
* hus sent messengers of peace to Europe te initiste union and havmony instead of antago-
nism. If Burope does not aceept the hand which is offered to her, and the economio
struggle i1z allowed to countinue, rest assured that itis mot America which will snccumb.”
Lastly, Mr, Seyd has issued a pamphlet in which he undertakes to show ¢ how England
may maintain her gold valuation "and yat give “support to silver,” Thisis to be done
(80 he argues) by simply adding to our coinage a foursshilling piece, which is not to be a
token like our other silver coing, but to be as near as possible intrinsically worth
that sum.” & ) : . . :

B, From the telegrams regarding the Conference, though they are rather
confused and ill dvawn 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, 1taly,
Belgium, and Greece adhere to bimetalliem, and they have gained new allies

in Holland, the Secandinavian Union, and the United States, Refarding'

Austria the report ie apparently favourable, and as to Russia it is conflicting ;
but uveither 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 ber silver thalers in legal-tender ecirculation at their present
proporfion of 163 to 1 of gold, and will aid silver not only by making no
more sales, but by withdrawing her 5-mark gold pieces and letting thalere, 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 goins during the fierm 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
13th ultimo or otherwise, but has merely “ offered to give information,””

6. As to the state of matters in Englaund, it is clear that considerable
pressure has been puf upon the Government from influential quarters, and that
they are by no means unaffected by it. Mr. Gladstone’s reported utterance two
days ago is especially encouraging. He does not go further against bimetal.
lism 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

’



. Beoretary of State for India will not encourage any maiterial chango: in the
‘monetary policy of India’ is qualified by the declaration that “any measare
- calculated to promote the re-establishment of the value of silver will be
| favourably considered.’” What is a “ material change,”” and what measaves,
- 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 shounld do so.

7. Under these circumstances, T venture to represent that, possibly, a
very material influence towards a favonrable settlement might be exercised if
the Conference were of once informed how far we were prepared to go, and
assured that we were friendly, as far as our circumstances wonld allow, T
~ would suggest the despatch of the following telegram to the Secretary
of State ;e ' :

. “Reuter reports that Indiann delegate on 6th instant mevely offered information. We
 think sucoess of Conference and rve-ostablishment of value of silver would be promoted if
~ delegate announeed refention by Indian Government of silver coinage, with liberty to add gold
“heranfter, iu terms of our telegram of L1bh altimo, and algo intention to coin silver 34-annn
pieces hero for eirculation in India and io London for remittance to Fust only, together with
retention by Bank of England of about five millions silvar balance under Peol's Act.”
8, The first portion of thig telegram merely asks that what the Governor
General’s Couneil agreed to on the 13th nltimo may be deelared. The second
is. an adoption of the first, second, fifth, sixth, and seventh of the staps
suggested in paragraph 13 of my note of April 9th~—that is, of only such
part of my proposals as relates to silver, and to its use én Indis, The rvesult
will be, first, the facilitation and cheapening of silver remittances to Hagland
and the raising and steadying of the exchange, as explained in my fifteenth:
and twentieth paragraphs ; and secondly, the inorease of the demand for silver
a8 explainad in my paragraph 18, The steps omitted I deem as desirable as
ever; but, under the pressure of circumstances, thay can stand over at present.
The recommandation in this limited form does not, I would point out, involve
bimetalliem at all, and cannot be termed a ** material chango in the monetary
policy of India.)’ 1Itis merely for the addition of & coin to our silver currency
wad ‘the providing of it at a place, namely, London, wher it is in practice
found to be much requnired, Assuch, it seems to fall well within the category
- of measures “ caleulated to promote the re=establishment of the vaiue of silver,”
for whieh My, Gladstone promises favourable consideration.
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1 eubmit a fucther Note which Mr, Hope has prepared upon the procesd-
ings of the Bimetallic 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 present state of affairs is satisfactory. We have received
officially no information in respect to the course of events in Paris. The last
tolegram from the Secretary of 8ate, dated the 11th May, informs us that a
despateh will leave Liondon to-day communicating the appointment of Sir Liouis
Mallet and Lord Reay as delogates to the Conference, with their instruetions,
Until this despateh 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
bimetalliem ave, for the moment, of less practical importance than the attitude
adopted by the Indian delegates at Paris, The main question now is, what
gttitude those delegates should adopt. It may well be that any final decision
must be postponed uutil the prooeedings of the Conference have been reported ;

but the natire of the report will, of course, largely depend npon the declara-

 tions now made by the delegates, It beeomes, thevefore, very important to
decide whother any imwediate achion is to be taken or not. 1 have frequently
etated that on this subject 1 consider we shonld do wisely in adopting an atti-
tude of eaution and conservatism, Imasmuch as the main objects we have in
view, namely, the rehabilitation of gilver and the assurance of gtability to
the rupee, may be gained without India joining the Bimetallic Conference, 1
ara of opinion that no declaration that we are prepared to join the Unionis in
any case necessary, even if we were more thoronghly conyineed of the theoreti-
cal maerits of bimetallism than is probably the case. But there appears to me
to be & vast differencé between adoptivg an attitude of caution and the purely
passive attitude which, so far as I ean guther from Reuter’s telegrams, is now
Lieing adopted by the Indian delegates. The result of the -Couference is of
vast importanoe to India. 1 think we can do move thav adopt an attitude of
indifference, which can well be construed into one of hostility. We may
gurely show that, althongh we may not be prepared to adopt the biwetallic
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 1in
our telegram of the 13th April, and Tattach special importance to our say-
ing that we reserve to ourselves the right of coining gold later, if we think
it to do so. Such adeclaration is tantamount to saying that, although we
are not at present prepaved fo join the Bimetallic Union, at the same time
we do not absolutely pin ourselves down to the principle of monomefullism,
but that we avestill open to convietion, and may posgibly, 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, Giffen and the extreme
monometallists, whose position really amounts to this—that not only ave they
at prosent 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. :
1t will be seen that Mr. Hope also proposes that we should intimate our
willingness to coin 34-anna pieces, 1 can see no possible objection to this -



e'.thar  The proposal, as now modified, is not bzim-eta,lli'sm. In fact, it sy

; ‘be considerad wholly independent of bimetallism or monometailism, 1k merely
| amounts to this, that should, by reason of the adoption of the bimefallic

-E;”%‘:fi-ﬁ.ﬂiﬂéi_'bh_b;_.;t*hlue‘-of gold to silver be restored to the old proportions of 1 to
153, we shall have a coin in India which represents one-fifth of a sovereign,

il and will, therefore, be convenient, Moreover, if the English Government will
| congent t0 eoin a certain number of these pieces at their mint, which shall

not be legal-tender in England, bnt sball be used merely for transmission to
the Bast, a very considerable facility will be afforded to merchants who wish
(t remit silver to India ; fov, instead of having to bauy up Mexican dollars,
etc., and send them to fthe Indian mints to be coined, they will be able to

__,,ol?tain-_fmm- the Bank of England a silver coin which, on arrival in India,
' will at onee enter into circulation. If the English Government is really in
" earnest in wishing to adopt such reasonable measures as, withont in any way

| changing their present curvency system, may afford some help to India, I
‘eannot see what objection there ean be to the adoption by England of the
‘gourse proposed. Ao alteration would lie necessary in the Bank Act to this
extent, that silver coin and bullion, instead of silver bullion only, might, to a

(T _' Jimited extent, say five millions, be held against carrency notes.

1t will be geen that Mz, Hope proposes to telegraph to the Secretary of
State, I agree in the geveral sense of this telegram ; but I think, covsider-
. ing the importance of the subject, it will be desirable to express our views ab:
\ somewhat greater length, I would telegraph as follows :—

i “ Reuter reports My, Gladstone to have stated that any measure caleulated to promote

re-estiblishment of value of silver will be favourably considesed. Reuter also reports that

" Indian delogates merely offer informasion to Conference. In view of great importance fu

India of result of Conference, we do not think that atitude of delegates should be entirely

sive. We think that, as proposed in telogram of 11th ultimo, delegates shonld announce

. infention of TIndia to retain silver coinage, with liberty to add gold hereafter. Woe are also

- of opinion that India ghould announce willingness to coin 34i-auna pieces. We trust English

QGovernment will announee its willingness to 6oin 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 ourrency notes, instead of silver bullion only.'’
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Despaten #som man GoyrRNMENT oF INDIA, To Tir SEOBETARY OF Srite
' vor Inpia, No. 148, paren 101n Jowp I881.

We have the honour to acknowledge the receipt of Your I.-ordship’s des-
patch No, 79, dated 24th February 1881,* in which wa are invited to state our

views, ‘ in the event of its

Ver of a Union, based on
years,

# No, 1. Telegram to Sec-
rotary of State, April 13th,
1881,

No. 2. Telegram from Sec-
yotary of Btate, May 1lth,
1881, |

No. 3. Telegram to Seoretary
of State, May 13th, 1881,

No. 4. Telegrara from Secs
votary of State, May, 14th,
1881,

No, 8. Telegram frora Heos
retary of State, May 17th,
18810

No. 65, Telogram to Seeretary
of State, May 18th, 1881

No. 7. Telegram to Seoretary
of Btate, May 25th, 1881,

No. 8. Telegtam from Sece
votavy of State, May 25k,
18=1.

heing  proposed that Indiaghould become a mems-
principles of bimetalliem for a limited term of

2. Since the receipt of that despateh, the teles
grams, copies™ of which are enclosed, in this des-
pateh, have passed between Your Tiordship and
the Government of India. We learn from Your
Lordship’s telegram of the 26th ultimo that the
Paris Conference has Leen adjourned to 30th June,
We take the opportonity thus afforded to us of
stating to Your Lordship our views at greater
Jength than is possible in telegraphie communis
cabions. : ' ' _

8. It would be difficnlt to exaggerate the im-
portance to India of thesubject on which an ox-
pression of our opinion has been invited, The
real loss by exchange to the Indian Treasury
during the current year, resalting from the die-
turbance of the equilibrinm previously existing
between gold and silver, may be approximately
estimated at 12,05,36,000 (seo paragraph 80 of

the Financial Statement for 1381.82), The actual logs, 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 we are now
exposed is, that we never kuoow what our loss or gain may be, Silver 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 cireumetances, it is diffiult to initiate, with confidence, any policy of
fiscal reform. Qur estimates are liable o be upset atany moment by a sndden
and gratuitous drain on our resources, arising from circumstances wholly
beyond our control, Weare 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 be by no means insuperable, We cannof,
however, forgeti that the present condition of the silver market is deranged,
owing mainly tothe action of Germany anrl the eonsequent suspension in
France of the Monetary Law of 1803, We ean have no assurance that what
Las happened before may not happen again, Exchange may iudeed, evens
tually, settle down at a figure, liable only to such changes as are consequent
on variations in the balance of trade, Our whole financial arrangements ma

be adjusted on this basis, and stability to the silver market may poesibly, for
a few years, be ensured. But we ean never feel sure that o further demoune.
tisation of silver will not take place, sith the resunlt of again depreciating the

* Not printed in this volwmne.



; -'_::rifpe@'.. e should then be agaih"o'lﬁliéed to re-adjust our whole ﬁﬁancia‘l_'
system. The reanlt would probably be that we should either have to push

i egonomy in the cipil administration so far as o eripple the development of the

. 'country, or that. we should bave to reduce our military establishments toa
~ dangerous extent, or that we should have to look out for new sources of reve.
nue-—a course abtended with considerable difficulty and open to some polis
tical objections, A further depreciation of silver is, indeed, at present by no
meany a remote or improbable contingency, Should, unfortunately, the Conw
ference now sitting in Paris notresult in any satisfactory arrangement, we
can hardly hope that silver will remain at its present value. It seems more
‘probable that a furcher depreciation will ensue, A
4 We have dwelt upon the difficulty of initiating, with confidencs, an
. policy of fisoal reform in the present condition of the silver market. VVE;
need searcely 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 coustantly being exerted in England, with
a view to reforms being effected in our oustoms tariff, and to a modification
of the system under which our opiuin revenue is derived. The reduction of the
salt tax is a mensure which would confer great benefit on the population of
India, and one to which our aftfention has frequently been dirccted by high
authorifies in’ England, The recent report of the Famine Commissioners
abundautly testifies to the inadequate manuer in which large tracts of country
. are protected against famine ; and even if private enterprise be enlisted to aid
. in the construction of protective works, we ean scarcely hope that those works
will be constructed without eausing some temporary drain upon our excheuuer,
In the present unsettled condition of the silver market, it is well nigh 1m pos=
sible to deal in any satisfactory manner with these and other questions, which
in themselves present difficulties of no ordinary description.

9. The subject on which our opinion has been invited, is one upon which
great difference of opinion exists amongst the highest authorities, whether
1n respeet to the theories involved, or in respect to the practicability of
giving effect to those theories. Under these circumstances, we think that oue
attitude shouid be one of cantion 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 insarance of stability
to the rupee. At the same time, it is so im portant 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.

6, 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 himetallism of 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 18 increased. 1t is now univer-
sally admitted that the French Monetary Law of 1803 was, during the period
of its operation, one of the chief factors in regulating the relative values of
silver and gold- throughout the civilised world, Mr. Staw.2= Jevons, himeelf
a monometallist of distinction, has said that “ for some 50 years it (that is to
say, the value of silver) was held pretty steadily at this point (15§ to 1) by
the action of the French Currency Law.”
7. We do not think it necessary that we should enter into a dscnzsion
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upon the theory of bimetallism, or that we should dwell on the many inipors
tant collateral points on which such a disoussion must necessarily  touch, It
would be impossible to treat the subject adequately within the {imits of an
ordinary despatch.  'We will only say, therefore, that the whole question has
received our very caveful attention, and that, should Your Lordship think it
desirable, we are prepared to state at greater length the reasons which have
led vs to the conclusions which we are about to enunciate. For the presont,
we confine ourselves to a statement of those conelusions, - i

8. Tn our telegram of 18th April, we expressed our opinion that——

% India should be represented ot the Conference on tho basis that we will engage to
coin silver in unliwited quantities at our mints, axd to eontinue the use of wsilver as lugal
tender for debts of any amount for the period thy proposed Convention remuaivs in foren,
reserving the right of also coining gold freely and malkmg gold also logal tender if herveafter
(yovernment thinks fit.” - ' A
At the same time we said that we had not as yet had time to consider thoroughly:
the question of whether any further meagures conld be adopted for rehabili=
ating silver and affording stability to the rupee, but that we hoped shortly

to address Your Lordship on the subject, We gather from Your Lordship’s

Despateh No, 157 of 12th May, that the instructions given to the Indian
Delegates are generally in accordance with our snggestions, with the excep~
tion that, according to those instructions, the term of years during which we
ate 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 raight pledge herself to continue the Gau
of silver should not be limited to ten years, or other definite period, but should
extend to the period during which the Convention of obhier nations remains in
force. . We are glad to learn from Your Lordship’s telegram of 256th May
that the statement of the Indian Delegates wasfavourably received. The value
of that statement, we conceive, consishs in this, that other vations will be as-
suted that in the event of their taking measures, the result of which will be
the rehabilitation of silver, ludia will be under an obligation not to fake ad-
vantage of those measures in order to adopt a single gold standard,

8A. Wae are inclined to think that this declaration is all that obher Powers
require from the Government of Iudia, and we are confirmed in this impres=
sion by the statement in Your Lordship’s telegram of 26th May, to the effect
that no “ farther 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 us, it is diffieult for ns to express any
further definite opinion as-to the attitude which the Indian Govertnment should
adopt. It is difficult to prediet, with confidence, what in the ultimate future
wonld be the result if India were to join the Bimetallic Union. There is
much to be said against anything in the nature of an experimental change in
a curvency system. 1t 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 Lndia 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
broak downand pledging India to join the Bimetallic Union, we are of opinion
that we +hould be justified in going a step further, Under these ¢ rcumstances,
wo should be prepared to recommend that Indin should join the Bimetallio



' Uanion, 1fa ‘sufficiently large number of other Governments were pr‘epnred";.
1 toijoin, | If, for instance, the United States, the Latin Union, and Germany =
‘were prepared to join, we shonld think the combination suficiently strong to

| justify ns in joining also, In respect to our adhesion to any wenker coalifion dinled

‘than that which we have named, we must reserve our opinion until we know
" what 18 its precise composition, By joining the Bimetallic Union, we mean
that onr mints would be freely open to the coivage of both gold and silver,
~ the coing to be manufactured of each metal being legal-tender money in the
samo ratio tv each other ag that adopted by tha other members of the Union.
" I he most convenient coin for India would probably be, in respect to gold, a
govereign, and in respect to silver it would be desirable to manufacture a coin
| representing one-lifth of a sovereign in the ratio adopted by the Union. . The
~ various subsidiary points which arise in connection with this subject need not
now be digcussed, il
9. Your Lordship will understand, therefore, that we should prefer fo
maintain the attitude which has been alieady adopted by the Indian Delegates
at the Conterence ; but we recommend ndhesion to a strong Bimetallio
'-Il];nion.as decidedly preferable to the continuation of the present order of
things, : ;
%(!_. In our telegram of 18th May, we venture to express a hope that
' Her Majesty’s QGovernment would, in respeet to the engagements taken by
KEngland on her own behalf, go as far as was legitimately possible, to help
. any international arrangement which would giyve stability to silver, without
eommitsing itself to the bimetallic principle; and we suggested for the
~ special consideration of Her Majesty’s Government whether 1t would noti be
| possible to arange for the Bank of England to hold the full amount of silver
~ reserve for which provision is made in Sir Robert Peel’s Act. It would be
beyond our provinee to discuss the attitude which Her Majesty’s Government
may think fit to adopt in respeet to engagements taken on behalf of England,
. Naither, in fact, are we in a position to judge whether any of the suggestions
‘which have, from time to time, been made in this respeet, and which fall
short of adhesion to the Bimetallic Union, are considered feasible ornot.
We would, however, again earnestly espress a hope that, in view of the
‘vast importance of the subject to India, any measure tending to facilitate
~an international arrangement, will receive the careful consideration of Her
Magesty’s Government, Whether, in the event of India joining the Union,
‘the silver fths of a sovereign, which we propese to coin, might form a part
~of the Bank of England reserve in silver, to which we refer in our telegram
of 18th May, and whether these coins might, to a limited extent, be made
legal tender in England, are matters upon which we can ezpress no opinion.
They are entirely for the consideration of Her Majesty’s Government ; hut
- should these measures.be adopted, they would probably tend to increase the
demand for silver and to give stability to the lndian exchange, .
11. His Excellency the Viceroy dissents from this despateh, and has
- recorded his views in a separate Minute, which we enclose, Our Honourable
Colleague, Major-General Wilson, agrees with the views set forth by Hig
Execelleney the Viceroy,
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1 regret to be obliged to record my dissent from a Despatch which has
‘been agreed to by a majority of my colleagues ; but it appears to me, and it
is admitted by those who are in favour of the despatch, that no one can bag
a party to it who does not believe in the soundness of the theory of bi-
metallism, T do not believe that theory to be sound, and, therefore, I cannot
agsent to the despatch, - / K
1t is true that the despatch gives but a fimid 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 ns, it is difficult
~ for us to express any further definite opinion as to the abtitude which the
Indinn Government should adopt ;°" and it states that ¢ it is diffioult to predict
with confidence what in the ultimate futare wounld be the result if India wers
to join the Bimetallic Union.’ It sbrikes me that the natural conclu«
sion from such premises would have been that we should have waited hefore
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
eonfirmed in my belief that a cautious and waiting attitude is that which,
under present circumstances, it would be wise for us to assume, becanse I
learn from the Secretary of State’s telegram of the 2bth May that the
“ statement of the Indian Delegates’” at the Conference * wag favourably
veceived,” and that * no further action on the part of the Indian Government
has hitherto been suggested.” This being so, a further step of such
magnitunde and importance as an offer to adopt bimetallism s, In my
judgment, impolitic and unnecessary. il i
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 Couference to declare, in certain contingencies
et out in the despateh, that India is willing to join a Bimetallic Union, To
such a recomumendation L cannot be a party, because it involves and is admit-
ted to tuvolve, an approval on the part of the Government of India of the
theory of bimetallism, Now what is the fundamental principle on whish
that theory is founded ? It is laid down very olearly and unmistakably by M,
Czernugehi in his pamphlet entitled * M, Michel Chevalier et le Bimetallisnie’”
the opening words of which are as follows:—“ Si les grandes nations se
mettent concordamment a frapper monnaie d’argent pesant 164 fois' lear
monnaie d’or la valenr relative des denx metaux sur le marché general
ne pourra plus varier ; un poids d’or vaudra partout 154 poids d’argent. Tout
le Bimetaliisme est 1a.” This doctrine is, therefore, the foundation of bis
metallism, and it must be borne in mind that M, Czernuschi 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 eannot vary, to any partis
cular ratio which may spproach to the real market ratio of the day. He
prefers the ratio of 154 to 1, but he liolds that it is in the power of a combina~
tion of Governments to fix and to maintain any ratio they please. He says
{Bimetallism at 1b§ to 1, page 36),~" In principle all ratios are equally
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i g'g,,.;,'a ; ﬂ]e.f]:aﬁp' at 10, the ratio at 15, the ratio at 20 would each .Wt}l‘.k with

\ the samie efficacy and the same regularity, were any of them adopted by great

. States furnished with ample supplies of metallic money,” Tt scems to me
‘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 ounce of gold, and that thenceforth
their value in the general market would at once become equal and could not
change (““nepourra plu varier ) so long as the Union chose to maintain its laws
unaltered.  In such a doctrine 1 am quite unable to believe : it appears to me to
be conitrary to some of the most essential prineiples of Political Economy ; ib 19
based, as 1 think, upon n misconception of the laws which regulate the value
of wold and silver ; and I eannot divest myself of the conviction thati a theory
resting upou such a misconception must in the course of time produce those
mischievous gonsequences which always follow, slowly it may be, but surely,
upon any attempt on the part of men or of Governments to interfere with the
operation of natural laws. T eannot, therefore, recommend the Secretary of
State to pledge the Government of India to the adoption of a system derived
from a theovy so fundamentally unsound.

1 desire also to point out that no information whatever has been furnished
to the Governmentof Todia by the Financial Department with a view to
show what would be the effect in India itself of the introduction of alegal
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 ueeful addition to the existing circulation, or whether they would, to
whatever extent they might be accepted by the publie, displace the silver
now in cirenlation, The despateh alludes to the mannfacture of a new silver
. coin of 84 annas ; bat 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 ab
Jarge, for the introduction of such a piece, or as to the eifect upon the
ordinary transactions of life of the issue of a coin which is not a multiple

g

of thgrapee. It appears to me that these and similar questions ought tobe

very carcfully examined and considered hefore the Government of Iudia binds
itself to foreign Governments to adopt a bimetallic system of currency.

1 wish, finally, to place upon record my entire agreement with the views
expressed by the Sceretary of State when he says in his instrogtions to the
Indian Representatives at the Monetary Conference at Paris that he is “ ready
to consider any measures which might be suggested for adoption in India as
being caleulated to promote the re-establishmentiof the value of silver” I
teel strongly the importance of resorting to any sound and well-eonsidered
propogals calenlated to produce that effect ; I have already concurred with my
colleagues in submitting such proposals to the Secretary of State ; and 1 shall
be at all times prepared to support any further measures having that object
in view, which are not ineonsistent with sound economical principles, after they
have received that cautious and deliberate examination to which all measures
affecting the currency ought always, as it seems to me, to be submitted.
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Despaten TRoM TaT GOVERNMENT oF INDIA, TO THE SECRETARY OF STATE ¥OR
. Ixoia, No, 45, pprep 28D FeBrUaRY 1686, A

On the 12th ingtant, we addressed to Your Lordship the telegram,* of
which a copy is appended to this despatch, on the subject of the present
unoertainty regarding the future relative value of gold and silver, and we now
desire to lay before Your Lordship a statement of the grounds on which we
consider it desirable that an attempt should be made, at the present time, to
Lring about a renewal of the discussion of a question which is of wital
importance to our finances, and of which, up to the present date, no satisfac-
tory solution has been obtained,

In doing so, 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 vears, was the abandonment of the £ree coinage of silver by the Latin
Unien 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
succeszive years for bills drawn on India by the Secretary of State having

been as follows jmm FA A
]8?2'73 '3 . " . . ® o L} [y 1 10.81
1873 '741 . . - - - . . . " 1 10' 35
187‘1‘1”?5 o . " » - ¥ 1 1023
16}?5'?6 » ’ . » . " 1 9 64
1876'7? " . . . . . 1 8"‘1!9
187? ‘78 - - - L] - - ] L] 1 8.?9
18?8‘?9 o . . . L] . " l 7 76
18?9'80 ™ . - - ) ! . " - . 1 7'93
1880'81 . - L L] . 1 ';.96

3, The fal) in the rate of exchange between India and England imposed
upon the Indian finances a heavy burden, and the financial embarragsment
whieh it caused was aggravated by increased expenditure in counnection with
the Bengal Famine in 1873 and 1874 and the Madras and Bombay Famines in
1876, 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
finaneial pressure to which we refer may he said to have extended from 1873-74
to' 18%0-81, and to have .involved increased taxation, large reductions in
public works expenditure, and a heavy addition to the gold debt held in
Bogland. Ultimately, when war and famine ceased, the growth of revenue
under the influence of good harvests and consequent general prosperity proved
to be more than suflicient to cover the increased expenditure due to loss
by exchange aud 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 £2,5682,000.

4., The satisfactory state of the finances in the beginning of 1882 enabled
the Government of Lord Ripon 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 of 1s. 84, per rupee as the rate for the home
remittances of the Indian Government during the coming year,

# Not prinfed in this volume.
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_'-I-Be-tﬁéﬂn' Mﬁrch_ '188-53 a,nd,’M-amﬁ' 1885, howaver, tha decline '-.ylln the

. exchange value of the rupes, apart from-m.erqu temporary fluctuations due to
| special eanses, was continuous thongh not rapid, and in framing the estimates
. of 1885-886, it was not considered safe to take a higher rate than 1. 74,

. Notwithstanding the additional burden imposed on the Indian finanees by
‘the fall of a penny in the rupee, which ocourred in the three years above
reforred to, the steady growth of the revenue more than covered the additional
loss by exchange, and the estimates of 1885-86 showed that the actnal

i position of the finances was thoroughly sound, and. that there was a larges

~margin of reserve than there had been in 1882-84, the year immediately
 following the remissions of taxation made by Lord Ripon.

~ whieh specia

b, Althongh the actual position of the finances was, as we have just said,

_ thoronghly sound in March 18588, we had at that time in prospect the possi-

bility of largely inereased expenditure which caused us serious anxiety, and to
% reference was made in the Financial Statement for 1886-86,

‘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

of the country against the effects of famine, could not be expected for many

~ years to yield returns adoquate to cover the interest charge on the cost of con-

struction ; we had also in hand the constraction of two costly Frontier Rail-
ways, namely, the Sind-Pishin, which eannot be expected to. give a full direct
retarn for the money spent on it, and the Sind-Sagar,

We were, however, able to set agide £500,000 in the estimates of 188586

a8 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
canses, our resources would be adequate to meet the demands on account of

Famine Railways.

The apprehensions which we expressed in March 1885 bave, unfortunately,

. been vealised.

The year 18856-86 had not actually opened when it was found necessary to

- make extengive military preparations which have caused a deficit that must

‘add 10 some degree to the permanent burdens of the future, :
A gystem of Coast and Frontier defences as well as certain additions to
the Frontier Railways was also found necessary during the year, and the
inerease to the Native and European Army, which Las 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 course of & very few years, exceed, rather than fall short of, £2,000,000
early. |
! 6?’ An additional charge of £2,000,000, suddenly imposed, would at any
time seriously embariass the finances of India, and the increase of expenditure
for the defence of the country has’coincided with a heavy fall in the gold value
of the rupee, ; :

_ The rate of exchange, which was 1. 7d. when the financial arrangements
for 1885-86 were made, 18 now below 1s, 64., and the addition to our annual
expenditure on this account will not be lees than £1,000,000. :

7. The increased expendituve on account of the Army, on aceount of
Frontier Railways, and on account of Coast and Frontier defences, must be
accepted as 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 vs in a position to repel aggression, But we do
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and silver are beyond control, or that it is impossible, by international agrees
ment, to confine these fluctuations within the limits which prevailed up to
1873. .

¢, as we believe, it is possible to sccure a stable ratio between gold and
silver, a setious responsibility will rest both on the Government of lIndia and
on Her Majesty’s Government, if they neglect any legitimate means to bring
about this result. We need not ngain refer to the financial difficulties which
embarrassed the Government of India between 1878 and 1881, but we desire to
call Your Lordship’s eainest atteation to the fact that between March 1382
and the present date the fall in the exchange value of the rupee has imposed
" upon our finances a burden of nearly equal magoitude with that which - has
heen thought necessary for the defence of India on account of the approach
towards her frontier of one of the great military powers of Kurope. It may
be that the fall in exchange has reached its limit for the time, but we have, at
this moment, no gnarantee that the burden of £2,000,000 yearly to which we
have just referred will not, either within a very few months or at some futore
time, more or less remote, e inereased two-fold by the decision which the
TUnited States of America may pronounce on a question affecting her internal
gystem of 'currency, in dealing with swhich she is not bound, and cannot be
expected, to consult the interests of India in the slightest degree.

&, 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 crovo of rupees to our
burdens in the course of a single year, :

Our financial position is affected from day to day by the contintious fall in

‘the rate of exchange, the forecasts which we make of our probable expeuditure
are no sooner completed than they prove to be worthless, and the best-con-
gidered 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 comiection either from a political or commercial point
of view.

Phis state of affairs would be an evil of the greatest magnitude in any
country in the world; in a country sveh as India it i8 preguant with danger.
A very few months ago we submitted for Your Lordship’s approval s state-
ment of the financial measures by which we hoped to be placed in a position
to meet the additional expeaditure which would fall on us during the next
fow years, Our proposals had hardly roceived Your Liordship’s sanction, and
a Biﬂ heen introduced into the Legislative Couneil for the purpose of impos-
ing a modified Income Tax, when disquieting rumouggregarding the probable
action of the United States of America caused a ful‘tﬂfaﬂ in exchange, and
it became evident that we could not count on obtaining in 1886-87 even an
average of 1s, 6d. per rupee. ) i

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

1t 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

not, and cannot, admit that the fluctuations in the rolative value of gold



|| been.a. good one, and the coming  havvest promises to be above the average ; -

the opium reserve stands high, Railways bring in an increasing revenue, and
though the increased military expenditure is a heavy burden, it is one whieh
| is, to some extent, within our control, and which need not be incarred to. the
full amount immediately. In such eireumstances, we might expect to be able
to look forward with confidence to the issue of the Financial Statement for
18%6.87 in March next. But we cannot do so. If the Bland Act is main-
tained ae at present, exchange may rise to 1s, 7d, per rupee ; if it is modified
or repealed, it may fall to ls. b, or to 18 4, or even lower, The difference
in our expenditure between a rate of 1s. 7d. and 4 rate of 1s. 44, 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 hopa to effect, as well ag

 the addition to our revenue by taxation which we are about to impose, are

“ linblo to bo swallowed up in an instant by the action of political parties in the
| United States of Amevica with whose motives and intentions we can hardly be
gaid to be acquainted.

The soundness of our estimates for 1886-87 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 of political parties in
regard to the enrreney of a foreign and distant country,

10, We 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 evile which we have enumerated do not exhaust the eatalogue, 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 pestponed indefinitely.

‘We are forced, therefove, either to inmcrease our sterling liabilities, to
which course there ave o many objections, or to do without- the Railways
vequired for the commercial development of the country, and its protection
against invasion and the effects of famine. The abandonment of the Frontier
and Pamine Railways we have in band would be a wasteful measure, and is
practically impossible, They must be completed, and evén a temporary check
to their progress is greatly to be deprecated, 1If a stable ratio- between gold
and silver cannot be gecured, we must continue to add to the gold debt of
Tidia, though we are fully aware of the objections to borrowing largely in
Bogland in a time of peace, and view with apprehension the additional burden
swhich will be imposed on India when borrowing in England ceases, and

the remittances from India raust be increased in order to pay the interest

charge on au inereased gold debt, :

11. Nov can the diffieulties which local bodies experience in borrowing
in India be overlooked, The Municipalities of Bombay and Caleutta require
large sums 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 Liordship that it has quite regently
been found necessary for Government to undertake to lend the mohey required

for the construction of Docks at Calentta and Bombay, and that 'when the .

Port Commissioners of Caleutta attempted to raisea loan of 75 lakhs of rupees
in September 1885, guaranteed by the Government of India, the total amount

of tenders was only 140,200, and no portion of thig ineignificant amount was
offered al par, At this moment the Port Commissioners of Caleutta ave



raising a loan of 30 lakhs on which they offer 64 per cent, interest, although
in June 1881 they raised a 44 per cent. loan at 6 premium, !

In June 1881 the 8% per cent, gold debt of India stood at £102%; ab
present it stands at £1008. The higher rate of interest which local bodies
have now to pay appears therefore to be mainly caused by the prevailing
dilstrusb of silver securities due to the uncertainty regarding the future of
silver. -

The interests of the European officers of our Government also demand
recognition. The additional eost of remiftances 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 Eogland. The fact that the modified Income Tax which is under
consideration must add to the burdens of the wore poorly paid of these officers
has been u matter for cerious consideration in deciding whether this form of
taxation shonld 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 Tax on
those whohave already suffered very largely by thefall in exchange will greatly
add to the unpopularity of that measure and to the difficulty experienced in
working if,

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

The money required for carvying on a great war eould only be obtained
by bortowing in Kurope and in gold ; the rate of exehange would be tempo-
varily raised thereby ; and it is even possible that some of the conntries which
now hold a large amount of silver coin rated at a value in excess of its present|
market price, might take the opportunity to relieve themselves of a portion of
their silver carrency.

The strain on tho Indian finances would be excossive, and passibly more
than they could bear, 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 subjocted
to a further depreciation of indefinite amount. : !

On this grounad alone, it seems o us that sound poliey requires an attempt
to be made to secure a stable ratio betwesn gold and silver, '

18, In addressing Yonr Lordship we, naturally, base our main argaments
on the diffienlties which affect the Indian finances ; but the dangers and diffis
cultios avising from the present state of things are, m our opinion, by no
menng confined to Indis, or to those countries which hold a large amount of
silver valued above ite present market price. i

We will not discuss the vexed question of the appreciation of gold : any
such disenssion would be out of place in the limits of a despateh ; bnt author-
ities of eminence have held that any further restriction of the use of silver as a
mediam of exchange would be productive of grave evils, and we would diaw
Your Lordship’s attentiou to the remarks made by the English Commissioners
at the International Monetary Conference of 1878, and which they thought of
sufficient importance to repeat in their Report, dated 27th November 1878, to
the Lords Commissioners of Her Majesty’s Treasury—

« While putting agide entirely tho question of the double standard, there was another

westion which appeared to be praatical and useful to put, viz., assuming that the gemeral
ﬁonble rtandard proposed by the United States could not be adopted, what would be the

futura of silver ; towards what aim ought the varions States to direct their efforts? This
gim we-considered to be to keep silver in the position whieh it ovoupies at present as the




| Qg"mﬁ;’9¥'£nn§u_galﬂ'ly of gold in all parts of the world where it might be possibio to. do so.
e congideved that a campaign undertalen #gainst silver would be ' exceedingly dangerons,
~even for the countries who have given a position as legal tender only to gold.” - '
. We do not desire to do more than merely allude to this aspeet 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 farther progress in the same direction could not be viewed otherwise
than with apprebhension by the nations eoncerned. '
Attached to this despatch will be found a sfateraent showing the prices
of wheat and of cotton in. England and in India since 1870; the Engligh
prices ave in gold, the Tndian prices in silver, and "it will be seen that there
has been a much heavier fall in Hnglish than in Indian prices. ' '
We do not believe that the entive fall in the English prices of either
wheat or cotiton is due to the fall in the'rate of exchange, but we see no veason
to doubt that'the rate of exchange has had a material influence 1n bringing
abott this fall, As an illustration of the far-reaching effects of any consider-
able changein the relative value of gold and gilver ‘and of the ceonomic disturhs
ance which it canses, we would call Your Liordship’s special attention to the
fact that the Indian cultivator of wheat and cotton appears to have actually
gained, while the Bnglish and American producer of these commodities has
suffered, by the fall in the rate of exchange. -

14. The diseussions, which have taken place since Grermany began the
demonetization of silver in 1871, have shown that the complete demonotiza-
. tion of either gold or silver is an impossibility, and that any farther progress
in substituting gold for silver would be productive of widespread evils which
would inereage in maguitude the further the process was carried. Moreover,
the interests of the whole world are now so closely bound together by com-
mereial relations, that even a country which looked exclusively to its own
interests conld not afford in the present day to preserve a position of absoluts
isoldtion. This argument is of special force ‘when the two countries are go
intimately connected as are India and Bugland, and we would earnestly progs
 upon Your Lordship the importance of losing no opportunity that may oifer
of promoting remedial measures for ‘the evils from which we and, in our
opinion, other countries are now soffering.

Although we have for a series of years escaped the evils of famine, our
ﬁnanéigl 'posiﬁpn is-z_m hotter than it was in 187-&-75. - We are again su flering
from a fall in 6he gold value of the rupee, and even if we tide over our present
difficulties, wo have no reason to suppose that similar difficulties wiil 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 Lytton’s Goy-
ernment in a despateh, dated 9th November 1878, might be applied, almost
literally, to the circumstances of the present day 1~ j

% At the presenf time, when political events may throw upon India new burdens of
unusual magnitnde, the position of our Government in relation to this question asssumes a
character of extreme gravity. Whether, if such demands upon us arise, they would require
us to have resort to increased taxation to provide additional rasources for the serviee of the

ear, or to loans to meet sadden br unusual charges, or, as may bo moze probable, to a com-
%ination of the two, the anxiety that will attend onr Financial Administration must be very
great ; and if the holders of silver should, under any combination of circumstanacs, throw
any congiderable quantity on the market, as is ab all eveuts possible, the consequences to
- India might be finaneially disastrons, How a sndden osll to supply by taxation a million
or Thore to provide for further less by exohange, and one or two millions for war charges

could bo met, we ure at a loss to know ; yet that such demands might arise, no onu can sy
is 80 improbable as to remove them frow a serious claim on ourattention, The prospects of a
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Joan in such o sase would tiot be much mors satisfactory. Any tomporary relief obtained by
borrowing in England wounld be more than compensated by the inorensed burdens erested in
the future, and the necessary tendency of things would Le to go from badl to worse,”

The question of the future relations of gold and silver has beeu allowed to
drift for fully twelve years, and our difficulties areas great as were those of our
predecestors in 1874 and 1878 ; if remedial measures are not adopted in time,
our successore will employ the ssme language that Lord Lytton’s Govern-
ment used in 1878, and that we find it necessary to repeati in the present day,
and thejr 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 uncertaintios at all times inseparable from Indian
finance are such that no cause of apprehension which can be removed should be
allowed to remain & day longer than can be helped, No efforts which the
Government of India or Your Lordship can make will affect the vicissitades of
. good or bad seasons, and no foresight or sagacity will render uns absolutely
seoure from war, or remove the uncertaintics regarding the opium revenues
But 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
shonld be taken to remove every preventible cause of future financial embar-
vassmewnt, Your Lordship will no doubt be guided by circumstances in
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 India, we think Your Lordship wonld be justified in
taking the initiative in promoting a conference for the consideration of remes
dizl measures,

The International Monetary Conference, which met at Paris in 1881, was
adjourned to 1852, in order to give an opportunity for diplomatic negotiations
between the States interested in the monetary qnuestion. Subsequently, as we
were informed in Liord Hartington’s Despatch No. 137, dated 4th May 1882,
the Conference was postponed until a still Jater date.  Since Lord Hartington’s
Despateh of 4th May 1882, we have not received any further communication
on the subject, and we can only infer that it was found impossible to frame
positi{e proposals, which would be generally accepfable to the States con=
cerned.

Recent evente have, however, brought into greater prominence the evils

with which the world is threatened by the state of the eurreney in the Unifed
States of America and in the eountries comprised in the Latin Union, and the

present time weuld appear to be a favourable one for re~opening the whole

sestion. Kven if Your Lordship see no prospect of immediate success, we
should still recommend that the question be raised again. The evils connected
with the present state of affairs are go 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 te be only a question of time. 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 coneerned will be the result. :



" From ditto, S1st May 1686

T " . i) \. | @L

. Duspiten Proy mie SECRBTARY 0F STATE vor INDIA, 70 THE GOVERNMENT 0¥
O T Invia, No, 194, paren 8ty Jury 1886, _ -
| In continuation of Lord Randolph Churchill’s ' Despateh of  the
Kbt _ 28th of Japuary, No. 20, * I transmit, for
| 1 To 'the Tremsury, 17th March the information of Your Excellency, a copy

1886 of a  further correspondence t which has

passed with the Treasury ov the subject of a
VI 1 settlement of the exchange question being
‘brought about by International Agroement.

\ . 2. Your Excelleney will perceive that it would have been useless to press
. on the Treasury the suggestion made in your telegram of the 29th of May,*

To ditto, 7th July 1888

" Brom d. 4. Goprey, Bsq, to the Sesrctary, Treasury, dated 17t4
i ] ' March 1886.

In édntinmtion of the letter from this Office of the 26th of Jammrly laest;i,E
peh) ; relative to the fall in the exchange value o
Dated 2ud  Pobruary 1886, 1. i
thﬁ (Finan:;al), u.z'fg::]yﬂmmss" the rupee consequent on the depreciabion of
_ T silvey, 1 am directed by the Secretary of
State for India in Council to forward a copy of a letter I which has now been
received from the Government of India on the subject.

From Hoyry H, Fowrukr, Bsq., to the Under Secretary of State for India, No,
17284707, dated 81st May 1856.

The Lords Commissioners of Her Majesty’s Treasury bave had before
them your letter of the 26th January last, in which Lord Randolph Churehill
in Council ealled the attention of their Lordships to the very serions difficuls
. ties which ave being cansed i the financial admmistration of India through the
contianed fall in the price of silver in relation to gold, and the uncerfainty
which exists as to the future exchange value of the rupee, '

2.1 am to observe, in the first place, that this letter appears to be based
on a brief telegram from the Government of India, dated the 12th Janunary,®
& copy of which accompanied your letter of the 17th March * '

3, In that telegram the Government of India adverts to the well-known
fact that the Indian Exchequer suffors from a depression in the value of silver;
but, as regards the remedy to be applied to that evil, they siraply state that
“ the intercsts of Britich India imperatively demand that a determined effort
should be made to settlethe silver question by international agreement.” They
insist upon the necessity of “a solution of the silver question,” and “earnestly
commend the question to the early consideration of Her Majesty’s Govern-
ment.””  Bui they offer no definite indication of the nature of the international
agreement which should supply the solation of the silver question,

4. The lotter addressed by Liord Randolph Cburchill to this Depattment
on the 26th January indicates the mischiefs arising from the depression and
fluctnation 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 mecessary loans, due to the fall 10 silver. These disadvantageous
cirenmstances are, and have long been, well known to every ome who is
conversant with Indiac finance. But Lord Randolph Churchill’s letter seems
to supply no more defioite suggestion as to the desired or possible remedy

# Not printed in this volnme.
2n



than is to be found in the telegram of the Indian Government. He states
that © the Secretary of State for India in Conucil cannot avoid the conclusion
' that it is imperatively necessary to male every effort to find some remedial
meagures which will 1elense the Government of India from the position in

 which it is now placed.”? What those remedinl measures ought to be is mos |

where stated eitber by the Indian (Fovernment ot by the Becretary of State in
Couneil,  Lord Randolph Churchill most earnmeetly 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
. pold and silver may be insured. ' What my TLords would have been glad to
bave learned would have heen the defimite views of the Government of
India and the Socoretary of State as to the particular means by which these
chjects were to be effected. _ / i

" b, Bince Liord Randolph Churchill’s letter of the R6th Javuary, a Despatch
" from the Goverriment of India, dated Caleutta, 2nd Fehruary, was received and
reached this Department on the 17th March, That Despatch sets out the
grounds upon which the telogram of the 12th Japuary was founded, It
adverts to the fall in the value of silver, to the Joss upon exchanges, to the
great inerease of Indian expenditure, to the disadvantages both to the Public
‘Exchequer and to the private interests of the European officers of the Indian
~Qovernment arising from the additional cost of remittance, and also to the
fact that corresponding - advantages are “ actnally gained by the Indian culti-
‘vator of wheat and cotton,”” a civcumstance which can hardly be regarded as
injurions to the Native cornmunity of India. This state of things is deelared
to be intolerable. : R W) P
8. As a result of this review of the inconveniences caused by the depression
in the value of silver, the Governmenf of Tndia express their opinion (paras
graph 15) that, though many elvments in buman affairs may be uncertain,

ard ¢ no efforts which the Government of India or the Secretary of State can !
b} . _

make will affect the vieissitudes of gocd or bad seasons, and no foresight or
sagacity will render us absolutely secure from war or remove the nneertainfics
regarding the opium revenue,” yet there remains one thing which is * not
Leyond the posaibility of human control,”’ and that is, ““the establishment of
a fixed ratio between gold and silver.”” The proposition thus stated ag an
undoubted axiom is, however, one of the mosl disputable and dispnted points
in economic science. My Tiords may, in passing, compare svith this state=
ment the declaration recorded by My. Goschen, Mr. Gibbg, and Sir Thomas
Seccombe, as the representalives of Her Majesty’s Government at  the Intep-
national Monetary Conference of 1878, that ¢ the establishment of a fixed
ratio between gold and silver was utterly impracticable.’” The Indian Gove
ernment further express their belief (paragraph 7) that itis 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 mny lesitimate means to bring abont this result.” It would,
however, bave been more satislactory if the Indian Government had under-
taken to explain the grounds of their confidence that a stable ratio between
gold and silver oan be established, and the methods by which thig' is to be
accomplished. : '

7. 1t 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 material,



‘have besn previously disevased between the Tndia Office and this Department
ab 4 time when the Indian Government submitfed definite proposa 3 for the
vemedy of the evile complained of. Those propossls were then carefully

' lexamiped, and pronornced to be inndmigsible.  There is little that is new in
the present state of the facts or which could affect the principles on which (he

|| digcussion was then based. The loss to the Indian Exchequer at that time,
. though not so great as at the present time, amounted to three millions und a
quarter, and the argunents then allezed aguinst sehemes with a view to alter-

_ations in the currency remain in full force. In renewing the subject it

miglt have been desired that the Tndian Government should have given some

‘reply to the reasons which have bitherto prevailed against their proposals, and

* bad shown that they had some seherue now in view which was not obnoxious
| to similar objections. i - _
'8, In Decembar 1878 Lord Cranbrook, then Secretary of State for India,
forwarded to the then Chancellor of the Kxchequer (Sir Stafford Northeote),
without any espression of opinion, two Despatches from the (Government of
India, containivg certain proposed remedios for the evils arising out of the
depression in the value of silver, which were then in fall force. In the only
one of those Despatches to which refereunce need here be made, after unfavours
able veference to previous suggestions, (1) that a gold standard and gold eur-
venoy should be introduced into ITndia, and (2) that the weight of silver in the
rupee should be increased, it was proposed to limit ibe frea soinage of silver at

the Indian mints. The intention of this change was to infroduce into India a

gold stundard while retaining ils native silver eurrency, the ratio between the

‘eurrency unit (the rupee) and the standard (the sovereign) being fixed arbi-

trarily by the Government. The means for attaining this end are worked outb

in the Despatch with great elaboration of detail,

9. "This Despatch and it proposals were subwitted by TLord Cranbrook, on

behalf of the Indian Government; and Sir Stafford Northeote, as Chancellor

of the Kxehequer, to a dommittee consisting of Sir Louis Mallet, Mr. Edward
. Stanhope, M,P., Sir Thomas Seecombe, Mr, (now Sir Thomas) Fuarrer, Mr.
now Sir Regivald) Welby, Mr, Giffen, and My, Arthur BRalfour, M.P,

Phese gentlemen reported, on the 30th April 1879, that, ¢ having examined

the proposals contaived in the Despatich, they were unanimously of opinion

that they conld not recommend them for the sanction of Her Majesty’s Gove
ernment,”’ :

" 10. Subsequently, on the 24th Noyember 1879, the Treasury replied in
detail to the proposals of the Indian Governwent, In the first part of tha
Jstter, which summarizes the cage as stated in the Despatch, I am to call the
particular attention of the Seeretary of State to the following passages, which
seem to apply with equal force to the present situation i=—

. %My Lords need not point out that a ehange of the Curreney Laws is one of the most
diffisult tasks which a Government can undertake, snd thas it is wost unadvisable to legislate
hastily and under the influence of the pressure of the mement, or of an apprehensionjof
uncertain consequences, upon a subject so eornplicated in iteelf, and so important to every -
‘individual of the community, in ita bearing upon the transactions and obligations of daily

life, '

Tk §8 not proved that increase ov readjusiment of faxation mush necessarily be the cons
‘sequence of matfers rempining as they are, for nothing is said about teduction of expendi-
ture, and equilibrinm between insome and expenditure may be vegained by ecomomy of
‘expenditure as well as by increase of tasation. Further, the oust of incregge of salaries may

‘be met, or at least red ncad, by a careful revision of establishments. _
%My Lords must point out that there is littlo ov nothing in the Despatoh to show the
precise nature of the injury which the trade of India, in the opinion of the Government of

" ndia, hias sustained through the fall of silver.” = . :
- g 2K 2



% It bas nob yeb been established whether the variations in the relations hetween gold
d silver may not have been caused by appresintion of the former metal s well as by depro=
ciation of the latter, or by a combination of both, If appreciation of gold enter into the
saloalation, the effect on the loss by exchange must evidently differ from that cansed by
depreciation of silver alone, . £
. % Nor can my Lords admit that the responsibility for d-oinfg nothing is as groat as that
for doing something. The present evils are not the results of any Governmental aclion,
whila the veaponsibility of the proposed soheme would rest wholly with the Government. It
iz better to sit still than to have reconrse, under the influence of panie, to ¢inde legislation,
the result of which eannot be foretold, and the effect of which cannot be mensared. Wit
© ¢ A perusal of the Despateh leads to the conclusion that the Government of India ave
aspeoially anzions to put au end to the competition of  silver against their own hills asa

‘means of remittance to India. But my Lorda must ask whetber this would be more than &
transfor of their own hurthen to other shoulders; if 80, who would eventually bear the loss,

and what would be the effect on the oredit of the Government and on the commeree of
India ? " | i

The Treasury then proceed to point out at length the objections which
they entortain to the then proposals of the Indian Government, and snm up

their effects as follows - )
¢ 1f the progent state of oxchange be due to the depreciation of silver, the Guverament
sohevae, if it succeeds, may roliave— i _
© #(1) The Indian Government from the inconvenience of a nominal readjustment of
taxation, in grder to meet the loss by oxchange on the home remitiancss
“(2) Uivil servants and other Englishmen who sre serving and working in India,
‘ and who desirve to yemit money to England. ' ' - -
% (3) Englishmen who have money p?ac'ed or invested in India which they wish to
gt romit to England. , gl IR
** But this relief will be given at the expense of the Indian tagpaver, and with the effect
of insreasing every debt or fixed payment in India, insluding debts dae by ryots to money-
lenders; while its effect will be materially qualified, so far as the Government are conccrned,
b tb% enhancement of bbe publie obligations in India, whioch have Leen eoutricted on &
gilver basis,” |

The Treasury find no reagon stated in the Dearatcfl of the Government of

India in the present year which induces them 1o dissent from the coneclugions
thus sefi forth on the authority of Siv Stafford Northeote as to the results of
any attempt artificially to enhance the gold price of silver, .
11, Whilst it 18 admitted that some benefit might be derived by the

European officers of our Government from the proposed measures, it is shown

how 1ajurious would be their effect upon the Indian taxpayer. Since that
time, the great stimulue 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 acerned in consequence to its commercial woalth and the industry of its
people, reinforce the warning then given against rashly meddling with a con-
dition of things whieh may well bave brought fo the people of India more of
advantage than of loss. 1f is imposeible to regard this question exolusively
from the point 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, 1t may be that the loss sustained by the revenue on the exchange
has been far more than counterbalanced by the augmented wealth derived

from the Indian export trade, which is known ko have advanced iu vecent

years by leaps and bounds’’ This view of the matter is well given by
Mr, D. Barbour, ¥inancial Sscretary to the Government of India, at pages 149
and 158 of his recent work on “ The Theory of Bimatallism,”” whers he suras
up the question of gain orlogs to India frot the recont changes in the ratio

between the pregious metals :-— , -
¢ The progtess of the Indian Revenne shows that the general prosperity of the sonntry,
which is largely due tc the stability of price maintaived by the purtial demonetization of



{ n'l*vhr, yery mabaﬁhﬂy‘abnnterhélﬂnéeg, even from a 'pti’ﬁhl‘f finaneial point of view, the

I:-j'l‘larelssliﬁg. burthen thrown on the Government of India by the fall in the rate of exchange.
| ““India hae suffered from the partial demonetization of silver, because her obligitiong

| sontructed in gold now impose n heavier burder on her than they otherwise would have dons,

" hecanse capitaliats whoso resources are in gold hesitate o invest money in a country where:
the standard is silver, and because an additional uncertainty has been introduced into sll
. somoeroinl transactions between gilver and gold-nsing countries. Oun the other hand, the
-partisl demonetization of silyer has prevented q fall of priges in Tudia, and has thereby cons=
. forred a boon of immense value on ‘the coutitry. Grievous as is the burden which the so=
| salled loss by exohavge imposes on Indian finance, and diffioult as it ig for the fudian Goys
| grnment to reovuit its resonrces by additional taxation, T shonld, if X were forced to strike a
bmlance between the gain aud the loss, hesitate to say that ¢n the whole India has, up to the
present dute, been a losers! : ) _ _
| (See also the facts and figures set forth in the same work at pages 145 -
12, The Despateh of the 2nd February, from the Government of Tndia,
eeems, 8o far as it suggests any practical conrse of action, lo point  especially
to an International Conference on the gilyer question ; and it is therefore
necessary to consider what has already been done in that durection. In 1878
_an International Conference was held at Paris, at which Her Majesty's Gov.
ernment was represented by Mxr. Goschen, Mr. H, H, Gibbs, and 8ir Thomas
Seccombe, Financial Becretary at the India Office, At that Confersnce the
United States Commissioners put forward the following propositions i
1t is the opinion of this sssemably that it is not to be desived that silver shonld bhe
excluded from free ¢oinage iu Kurope and the United States of Amerion, On the oontrary,
the assernbly believes that it 19 desirable that the unrestrioled voinage of silver and its use
as wonay of unlimited legal tender should be retained whern they oxist and, as far as
practicable, restored where they have ceased to exist.

%9 Mhe nse of both gold and silver as wulimited logal tender money may be safely

adgpted—
“(1) By equalizing them at & ratio to be fixed by international agreement.
“(2) By granting to each metal, af the relation fized, equal torms of coinage
_ A making no disorimination between them,"
~ In_amswer to these propositions the following Resolutions were proposed
by the French and English Delegates, and carried by o large majority s
%1, That it is necesaaty to mainiain in the world the monetary functions of silver ag
well as those of gold, but that the selection for use of one or the other of these two metals,
g; -'.éf both simultaneously, should be governed by the spacialsituation of each State or group
[ Mtnten, ; - . ;

9. That the question of the restriction of the mintage of silver should equally be lefs
to the diseretion of ench Siate or group of States, according to the particular position in
whick they may be placed ; and the more in that the disturbance which in recent years bas
been produced in the silyer market has variously affected the monetary situation of the
several sountries. !

8, That the differences of opinien whioh have appeared, and the 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 ailver, preclude the discussion of the questivn of
‘establishing an international relation of value between the two motals.” :

To this My, Goschen added a declaration that he and his colleagues,
U AR, : oL : ' : -

while not in favour of the nniversal adoption of a single gold standard, con-
gidered that the establichment of a fixed ratio of gold and silver was utterly
impracticable, and that they were opposed to a system of currency based npon
a double standard.”” (See Report of Mr. Fremantle, House of Commons
Paper No. 221 of 1882,

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




that time are stated in letters of the 11th March (page3) and 21st April
(page 11), of which the following passages give the substange ;= =«

“ My Liords must point out hat ctianges in monetary policy, atfecting, as they do, the
daily transastions of every olass of thie community, are of so-grave a character, that they
qugli:. not o be discussed anless there he reasonable ground for auticipating a practical
result, i
“The United Kingdom has, since 1816, confined itself to a eingle standard of value—
gold, The polioy of » single atandard has been accepted by Governments of all partics
and by the people, An entire change in public opinion must take place before a change
of monetary polioy in this counizy conld be serionsly countemplated. Such olange of
opinion bas, 8o far as my Tords ean judge, not taken plase, and Hor Majesty’s Governwent,
thevefore, sonld not undertake to pesent, on behalf of the United Kingdom, fo the principle
of a double standard.”

Instructions were accordingly given to the British Delogate to inform the
Conference that “ Her Majesty’s Government cannot undertake to propose the
adoption of the principle of a double standavd 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 Tndia apparently disavow any bimetallic proposals, and
confine themselves to suggesting certain arrangements which might be adopted
for the purpose of giving stabihty to the price of silver. On the 10th June the
Government of India wrote a Despateh containing certain suggestions on the
subject, the most important of which was that India might properly join the
proposed bimetallic Union if a sufficiently large number of other States did
the same.  From this, however, the Viceroy (Lord Ripon) and General Wilson
dissented, as implying an acceptance of the bimetallic theory (idem:, pages 33
and foll.), ' On the 8th September, Liord Hartington, then Secretary of State
for Tndia, adverting to this Despatch, gave no conntenance to the bimetallic
visw, and confined himself to supporting the conditions as agreed to by the
Tinglish Delegates at the Conference (idem, page 89), 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 eontinue it as the lagal tender to an
unlimited extent if such an offer would facilitate the union of other nations in
an agreement to allow fres coinage of silver.  The results of the Conference are
summed up in My, Fremantle’s Report of the 2ud December 1881 (House
of Commons Paper 221 of 1882), in which the views of Her Majesty’s Goi«
ernment ate clearly stated (page 7) i~

“It has been the policy of this country to emancipate commercial transaations as
far as possible from legal control, and to impose no nnnecessary restriotions npon the inters
change of commodities. To fix the relative value of gold and silver by law would be to
enler upon a course directly at variance with this principle, and would be regarded as an
arbitrary interfevence with a natural law, nat justified by any. pressing necessity. England
would mnot hersolf take the initiative in making changes which would have the effect of dis-
turbing & mopetary systern under whioh she has enjoyed mueh prosperity, and which
has generally commended ifself to publie men of all parties. Before being called on to
abandon her preseut monetary policy, she shounld be put In possession of the views deli-
berately adopted by a consensns of important States, and should be able to vonsider them in
the light of ber own experience and intevests, Lo such a statemont of views Her Majesty's
Government have mores than once expressod their willingness to give respectful attention.”

14. Since 1881 nothing seems to have occurred which should alter the
views of the Knglish Government or the Treasury, as expressed at varions
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, hrst of all, be satistied what those interests really are. 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 be




. ponsidérable, and that much inconvebience may be caused to- persons, like the
English officials in India, who have to remit money to England, yef, on the
_ other houd, in the opinion of persons best caleulated to form a jadgment on
~ the subject, great countervailing advantages have accrued to the trade and the
people of India, My Lords would reqnire mueh fuller information fiom this'
-{:oint of view than is to be found in the Despatehes of the Tndian Goyernment:
efore they could arrive at the conelusion, that upon a balance the alteration
in the gold price of silver hag been a disadvantage fo the Indian community,
ot that an ditempt to interfere with the nataral operation of economic laws
would resalt in solid bensfit to the vast population for whose welfare we are
_vesponsible, On the confrary, it is possible that an attempt to raise the
price of silvar might produce very disastrons effects upon the ngw developments
of the export trade of India. RN e -
15, There are obher ceuses which haye mueh more obviously and certainly
. eonduced to the financial difficulties of India than the full in the price of
silver, which, indeed, as Mr. Barhour hag pointed out, has been aceomw panied
| by, if it has not caused, a vemarkable growth of the trade and the revenue of
 India in the most recent years. A& has been already shown, the growth of
revenue, taking into account the remissions of taxation within the same period,
" 'has beeun wvery large, but the prineipal element which has determined the
unfavourabla condition of ITndian finance, referred to in the Despatch of the
Government of India, is the alarming growth of the expeaditure. The obser-
vation of the Treasury in 1879, “chat nothing is eaid about reduction of
expenditure,’” seems to apply still more strongly to the existing situnafion, and
1t may be safely concluded that the control of its expenditure is far more
within the reach of & Governent than is the vegulation of the market value
of the precious metals. '
18, 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
previonsly determined what policy they should initiate or eould assent to.
'Phe whole subject is nnderstood to be under the consideration of the Royal
‘% Commission on the Depression of Trade: but my Lords can find nothing in
the correspondence and information before them which should indace them to
depart from the instructions given to the representatives of this couatry ab
the Conference of 1881, '

From J. 4. GopLry, Esq., Under Secretary of State for India, to the Secrefary,
- . Treasury, dated 744 July 1886,

I am directed by the Secretary of State for India in Council to acknows
ledge the receipt of your letter of the 81st of May, on the subject of the
urgent vequest of the Government of India that a determined effort should be
made to settle the silver question by infernational 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 ; thab their Liordships are not convineed that
upon & balance the alteratim in the gold price of silver has been a disadvan-
tage to the Indian community ; on the contrary, they think it possible that

| an attempt to raise the prics of silver might produce very disastrous effects
apon the new developments of the export trade of India, They are further of

. opinion that the principal element which has determinel® the unfavourable
_ condition of Indian finance is the alarming growth of the expenditure ; and they



enves for sumpioning or co~operating in a new Monetary Conference until they

bad previously determined what policy they should initiate or could assent to s

they sre unable, however, o find anything in the eorrespondence and inforr-
ation before them which should induce them to depart from fhe instructions
given to the representative of this gountry at the Conference of 1881, '

. The Secretary of State in Conneil must not be understood as admitting
that the application made in my letter of the 26th of January is accurately

described as an “attempt to raise the price of silver,” or that ¢ the principal
element which has determined the unfavourable condition of Indian finance
S ; : «  is the alarming growth of the expenditure,’” other
than the extra expenditure resulting from the fall of exchange, :
Hig Lordship, however, considers that no good result is to be anticipated
from & disoussion of this subject between two Departments of Her Majesty’s
Government ; and, as you state that the whole matter iz understood to be
under the notice of the Royal Commission on the Depression of Trade, he
trusts that another opportanity will be afforded, at an early date, for the consi-

deration of this important question, in whieh the Government of India have

80 great an interest.

add that it is obvions that Her Majesty’s (overnment counld fake no mea-
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DuEspPATON FROM THE GOVERNMENT oF INDL4, 70 THE SECRETARY OF STATE FOR

Inp1s, No, 277, parep 4t SeprEMBER 1886,

Ko We iﬁlﬁve’ the honour to acknowledge receipt of Lord Kimberley’s Financial
. Despatch No. 194, dated 8th July 1886, forwarding a copy of correspondence
. with the Mreasury on the subject of the settlement of the exchange question

by international agreement, _ -
2. 1n our Despatch No. 45, dated 2ud Fehruary 1886, we pressed upon

Lord Randolph Churehill the extrerae importance in the interests of our Gov-

 ernment of settling the silver question by international agreement, and we
. obserye with mueh satisfaction that in Mr. Godley’s letter of 20th January
| 1886, addressed to the Lords Commissioners of Her Majesty’s Treasury, -the
Secretary of State for India in Conncil stated that he could not avoid “the
conclugion 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 that ‘¢ 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 Loxds Commissioners of Her Majesty’s
- Treasury replied, in My, Fowler’s letter of 81lst May 1886, to our proposals and
to the communications made by the Secrotary of State for India in Couneil, that
thay could take no measuves for summoning, or co-operating in, a new
Monetary Conference until they had previously - determined what poliey they
should initiate, or could assent to ; that the whole question was understood to
be under the consideration of the Royal Comrmission 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 1881, The instructions given to the English Delegate af that Con-
ferenae were to the effect that *“ he would assist at the meetings of the Cone
 ference solely in order fo be a medium of communication, and to afford
-information which the Conference may require, but with no power of
voting.”’ ' :
3. We observe that Your Lordship’s predecedsor did wot propose to con-
tinue at present the discussion of this i1mportant matter with the Treasury.
We have no wish to question the expediency of this decision ; but, in view of
the probability of the subject heing again taken into consideration, in eompli-

ance with the recommendations of the Royal Commission now ingquiring into

the causes of the depression in trade, we think it ol importance to acquaint
Younr Liordship 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, in view of the esperience gained since 1881, and of
the grave importance of the question, avoid expressing disappoiniment at
learning that Her Majesty’s Government proposes to adhere to a purely
Eaasive attitude, and that the Government of India is to meet its pressing
finaneial diffioultios unaided, or with such assistance ag it may derive from the
action of foreign nations. We 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 whick will, at the
same time, be acceptable to Her Majesty’s Government.
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4. We underetand the grounds on/which the Xiords Commissioners of
Iler Majesty’s Treasury decline 'to take any steps at present towards
? l?ﬁ*‘rll'_?menb of the silver question by internatioval agreement to be as
vllows gem ik - e : i -
Firatly, that it is doubfful whether it is possible lo secure stability of |
- value between gold and silver. ' AN Y
Secondly, thati it is not proved that any meagures which would raise the
~ gold value of silver wonld on the whole bs a gain to India, '
Phirdly, that the arguments employed agaiost the proposals made by the
Government of India jn 1878 have never becn answered, and
' refain their full force. Wit
Fourthly, that the difficulty cau be met in great measnre by reduction of
| expenditure, _ ' bRl by
Fifthly, that the Government of Yndia has not distinctly stated the nature
of the remedy whiah it proposes. A
. We propose to deal with thege arguments in the order in which we have
stated them. ' oA

Possitality of maintaining stability of relative value of gobd and silver. |

5. The Lords Commissioners remark that the question of the possibility
of maaintaining a fized ratio between gold and silver 1s *“ ong of the wost
disputable and disputed points in economic seience,” and they quote the declar-
ation recorded by the representatives of Hex Majesty’s Government at the
International Monatary Conference of 1578 thati ** the establishment of a fixed
ratio between gold and silver is atterly impracticable,” iR

We desire to observe that the establishment of a fized ratio between gold
and silver may be held, as in the words above used, to béutterly impracticable,
either because it is theovetically impossible to devise measures which would have
the desived effeot, or because it is practically impossible to secure the adop-
tion of these measnres as the result of international agreement, Tf it is

meant that itis theoretically impossible to. secure stability of value between

eold and silyer, we cannot do more, within the limits of a despatch, than
refor 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 besn demonstrated. Bat if, on the othér hand, the Lords
Commissioners refer to the practical difficulty of securing an international
agreement on a safficiently 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
Affairs ;-

“The Covernment of the Republic of France and the Government of the United
States baving exchanged views upon the subject of a Conference between the Fowers
principally interested in the guestion of establishing internationally the use of gold and
gilver as bimetallic money, and seenring fixity of relative value between these metals, and
finding thomselves in accord as to the usefulness and iraportance of sueh & Conforonce, and
a8 {0 the time and place at which the same shoald be beld, have ‘the honour now to invite
the Government of Great Britain to take part in a Conference, by such delegates as each
(Government may appoiut, to be held at. Paris on Tuesday, the 10th doy of April next, to
consider and adopt for presentation to the Governments so represented, for their acoepte
anoe, & plan and pystem for the establishment by international eonvention of the umo of
silver and gold s bimetallic money at a fixed velative value between these two metals.”




| Frauvce and the United States are the two nations whose influsnce, with
the exception of that of England and India, would be the most 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, whatever
views may be elsewhere eutertained, the Governments of those countries con-
. sidered the establishraent of a fixed ratio both practicable and expedient.

8, At the Conference the attitude of the Delegatios, exoluding those of |

France and the Uvited States, was generally one of reserve, each country

desiring fo retain for iteelf complete liberty of action ; but the Delegates of

Holland and of Ttaly distinetly avowed their desire to see the fres coinnge 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
- conclugion we have arvived at in Holland,” M, Seismit-Doda, Delogate of
Italy, observed : “Thy Italian delegates associated themselves fully with the
declarations presented by Messrs, Denormandie and Cernuschi, as well as Sir

Tiouis Mallet, on the subject of the necessity of raising the value of silver,

- and of establishing o fixed ratio hotween the two metals.” The Delegate of
Austro-Hungary, in view of the fact that the currency of that country con-
sisted of ineouvertible paper, was unwilling to adopt an attitude other thin
that of reserve ; but nevertheless Connt Kiifstein declaved : “ Still they felt
no hesitation in saying that as in the Conference of 1878, so for the future,
their symypathy was with any measure which might be adopted with the aim
of improving or re.establishing as much as possible the position of eilver.
They 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.” |

1. As the attitade of Germany at the Conference is of special importance,
we guote at some length the words of Baron Thielmann, the Delegate of that
eountry : “ We acknowledge, without reserve, that the rehabilitation of silver

is desirable, and that it conld be attained by the re.establishment of the full

coinage of silver in a cerfain number of tho most populous States represented
- ab 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 geem to invite a change uf system of such vast mportance,
- does not find iteelf able to concede, as far ag it is itsell concerned, the full
coinaga of silver,  lts delegates cannot therefore agree to such a proposal.

The German Government is, on the other hand, entirely disposed to help as
far as possible the efforts of the other powers which might be willing to unite,
with a view to the rchabilitation of silver by means of a full coinage of this
metal.  To attain this end, and to guarantee these powers. avainst the influk
. of German silver which they seem to dread, the German Government will
impose some restrictions on itself.”” When Baron Thielmann was asked if
the attitude of England had been the cause of the raserve shown by Germany,
he replied ““ that the attitude of England had had some effect on the  resolie
tion of the German Government,”’ as it was “ necessary for the (erman  Goye

ernment to pursue & monetary system similar to that of England.”* There

ig, therefore, reason to believe that if Her Majesty’s Government had shown
‘& stronger desire to furbher the objests of the Conference, Germany would
have heen prepared to take steps in the same direction, ¢



8. Tn view of the opinions expressed ‘by Grance, the United States of
America, Austro-Hungary, Italy, snd Holland in favour of the establishment
© of a fixed ratio between gold and silver, and of the undouhtedly ' favourable
attitude of Germany, and the evident inclination of that power to follow the

lead of England, it appears to us rensonable to conclude that it was within the

power of Her Majesty’s Government at the Conference of 1881 to have
seeured the adoption of a fixed ratic ; and as the evils due to the nou-existence
of a fixed ratio have manifested themselves in anaggravated degree since 1881,
we may reasonably conclude that if is still within the power of Her Majesty’s
Government to seeure this result, if willing to .exert its influence for that
‘purpose, Looking to the facts we have just stated, we are uvable to admit
the contention that the establishment of a fixed ratio is impossible becanse
international agrenment cannot be sbeured. It appears to us that if Eer
Majesty’s Government abandoned the attituds of absolute reserve which they
have so long maintained to the injury, as we believe, alike of Tngland and
India, there would remain no obstacle to the establishment of infernational
agreement which could not be surmounted. KEven allowing for the sake of
argument that it should prove impossible to secure the establishment of a
fixed ratio on a sufficiently wide busis to permanently maintain that ratio, we
see no reason to doubf that the active and sympathetio intervention of 'Her
Majesty’s Government would secure the adoption of measures which would tend
in that direction, and which would ab any rate have theeflect of mitigating
?x isting evils, and of removing grave grounds of approhension as regards the
uture, :

9. In conneotion with the question of the possibility of maintaining a
fizxed ratio between the two metals, we farther desire to ‘observe that, in
. quoting tha opinion of Mr, Goschen, Mr. Gibbs, and 8ir Thomas Seecombe
@8 vecorded 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 opivion by the represeutatives of England in 1878,
the evils of the unsettled stato of the silver question have becomes greatly
aggravated, that the question has been far more thoroughly discussed, and
that hoth the origin of the disease and the nature of the remedy arve better
understood. | It seems to us to be 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 case of one of the gentlemen cited, the opinion expressed im 1878
bas beon entirely repudiated.

10. We have no opportunity of aseertaining the views on this question
which Sir Thomas Secoombe may now hold, nor are we aware whether
Mr. Goschen considers the impraoticability of establishing a fixed ratio ag
great as it appeared to be in 1878 ; but we observe that in 1878 Mr, Goschen
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 *“ on the condition and prospects of trade” delivered by
Mr. Goschen at Manchester on 28rd June 1885, we find him reported to have

expressed himself ag follows :—

“ Now let me take the silver question. It is impossible to embark upon that or wpon
the appreciation of gold in n satisfactory manper in & few pentences, because it would
take a whole speech to itself. But there isome point conneched with the silver question
which I will fouch, and it is the insecurity which it mparts to ftrade with the silver«
using countries. That must affect {our dealings with India snd with others, and I am
sorry to think that with regard to that inseonsity there is no bhope till you know what the
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| United States will do with vespact to the Bland Bill. Ttseems to me that we must alimosb
conolude that the nnoertainty in the trade of the silver-nsing countrios will increase, and
' thét the position in that respect must get worse; and X do not hold with those who
thinl that this country hae little interest in the question becanse weo are a creditor
country. | Thisia an argunment which is often put forward that we are a creditor
" country, snd that as amounts are due to us in gold, therefore the more gold will command
for commaodities the better for this country, But weare nob all creditors ; and though wa
" may in the balaice be & oreditor country, there is an enormous interest in our trade with
. the silver-using countries ; and so 1 trust that this silver question will fairly be kept in
view by those who are responsible for our Indian Empire. It is a question of the deepest
interent. As I have said, itis impossible for me at this moment to expatinie upon the
' :ub;?db.; but T roust submit that s a factor in the case, snd a very uwportant factor
B i ikt : _ . |
Finally, we find from Hausard {3rd series, vol. ccoiii, page 1491) that
during the late session of Parliament, Mr. Goschen addressed the following
question to the Chancellor of the Hxechequer :~=
| % Whether, in view of the deep and inereasing interest shown in varvions pmts of the
goantry on the silver question, e will consider the eéxpediency of separating this urgent
‘subject from the other matters referred to the Royal Commission on the Depression of
Trade, and of appointing n separate Commigsion to inquire into the position of silver, the
condition of the curremey, and the varions plans of utilizing silver toa greater extent for
emiTency purposes.’’ _ | - -

We believe, in view of the above extracts, that we are justified in coming
to the conelusion that, whether or mo Mr. Goschen believes in the practic-
~ ability of esatablishing & fixed ratio between gold and silver, he at any rate

considers the gilver 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
ourrency.

Mr. Gibbs has entirely altered his opinion since 1578 : is now of opinion
that the establishment of a fixed ratio is not merely practicable, but in itself
highly desivable : and for some considerable period hay bimself been President
of the Bimetallic League, We are at a logs to understand lhow the change
in Mr. Gibbe’ viewe since 1878, which his writings on the subject have
rendered matter of much notoriet v, should, as would seem to be the case,
. have escaped the knowledge of the Lords Commissioners of Her Majesty’s

Treasury.
Qﬁ'csﬁi-:m of yatn or loss to India _frém the fall in the rale of exchange.

11, With regard to the question whether India has obtained any such
advantages from the fall in exchange as whoily or in part to compensate her
for the undonbted injury which the fall ieflicts, and specially for the Joss on
the gold remittances of the Government of India, we would observe that this
is & matter on which opinion is by no means unnanimous, The fall in the rate
of exchange has coincided in pont of tims 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 inoreased 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 of 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 Secrotary in our Financial Departnient, copies of
which hiave been forwarded for Your Lordship’s information; and the
considerations therein set forth materially assist in enabling a jndgment
to be formed upou this important matter. It is beyond question that the



ingbability in the relative value of gold and silver digsourages the investment
of capital in India ; and the higher rate of interest which we should have to.

pay for silver loans forces us fo borrow in gold, and o accept the risk ofa

still farther appreciation of that metal. The variations in exchange infrodues
great uncertainty in that large olass of commereial transactions in which the
element of time is involved, The fall in silver, by throwing unexpectedly a
heavy burden on cur finences, bas more than woce compelled us wo defer the
construction of public works intended for the protection of the country
agniost famite, and bas led to 1egrettable and wasteful Auctuationsin our
ablic Works rolicy. These are evils of great magnitude; and if we take
into consideration also the direct accumulating increase to the public expendi-
ture due to the fall in exchange, ifie, to esy the leagt, difficult to contend
that Tndia as a whole may have gained as much as she bas lost, 1t has
no doubt been argued that the fall in exchange by encouraging Indian
exports has given a stimulas to industries in which India competes with
countries that have a gold standavd ; but, apart from the results of recent
‘enquiry.into thie part of the subject which we have snbove ailuded to, we have
been unable to discover that the silver prices' of Indian exports, or Indian
 commodities generally, have risen since the fall in the rate of exchange, and
< there are good grounds for believing that the effect of the change that of
late years has taken place in the relative value of silver and gold has been to
slower wold prices and not to raise silver prives, Apart from this aspect of the
question, 14 further sppears to us that the Lords Commissioners of Her
‘Majesty’s Treasury have failed to notice that those persons who are of opinion
that India has gained by the fall in excliange hold, as an essential part of the
- same opinion, that Hngland and all other countries with a gold standard have
lost in an exactly equal degree. They argue that the ruprare of the old ratio
of 1 to 154 between the two metals has l_eE to a reduced supply of metallic
money to eountries with a gold standard, and an increased supply, of an
exactly equivalent amount, to countries with a silver standard ; and if the
invreased supply hae been a gain to the silver countries, it follows that the
reduced snpply must have proved injurions to countries with a gold standard
by eansing a gencral fall in the prices of commodities, i
12y The Lorda Commissioners quote, with seeming approval, the opinion
of Mr. Barbour, our Financial Secretary, on the question of the gain ov loss
to India : bub we obsarved that they have omitfed to refer to the passages in
whieh Mr. Burbour states that the gain of the silver countries is balanced by
a corresponding degres of loas on the nart of the gold countries, The follow=
ing extracts from the preface to the book quoted from show what Mr. Barbour’s

opinion is on this point :—- g

« Phis fall in prices has been aggravated in countries nsing the gold standard, and
checkod, or altogether obviated, i countries vsing the silver standard, by the partial
demonetisation of silver. In so far as this has been the cave, the silver countries have

unquestionably gained, while the gold eountries have lost,”  * oM R R

“ Fvery fall in the gold price of silver will be followed by a corresponding deeline in
the gold prices of commodities, by increased disinclination of capitalists in London to
invest money in India, by a reduction of profits, and a general increase of the burden of

obligation already sontracted in Fnglnd.”

These passages make it clear that the theory of gain to Tndia by the fall
in exchange is based on the belief that countries with o gold standard have
Jost in an equal degree ; and that, in short; the gain of the gilver countries
arises from n species of protection against countries with a gold standard.
Tt is not possible to acoept one-half of the theory, and to reject the other,
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H’ the silver eountries j have ga-ined_ by an increase of the sn ppljr of metallic i

o ‘money, the pold ecorintries must have lost by an’ exactly equivalent reduction

' because wa

. in the supply. We desire to lay special stress on this aspect of the case,
, -gnd it stated that “England would not herself take the initiative
in making ahanges which would have the effect of disturbing a monetary
. system under which she bas enjoyed much prosperiby,”’ and no notice is taken
of the fact that any special gain to India from the low exchange mugt have
beon attended with corresponding loss to Kuogland., In connvetion with the
question of the prosperity which Eungland may bave enjoyed in former years
under the gold standard, it should not be overlooked that up to 1878
England enjoyed the benefits of a comporatively stable ratio between lher
gold standard and the silver standard of otlier countries, and that since the
~wide departure from the old ratio ceeurred, the progress and prosperity of
England have suffered a decided check. Without attempting to define the
specific causes which have beca in operation, we may observe that the prices
of commodities have fallen very largely in England in recent years.
: 18, Bven if, for the sake of argvment, it be admitted that India, as a
- whole, has gained ps much .as she has lost by the fall in exchange, wo are
il of opinion that a change is imperatively required in the interests of the
British Government in India. Tf the gain has just balunced the loss owing
. to the fall in exchange, we may reasonably conclude that in case of a rise in
exchange, the loss would not on the whole exceed the gain, 'while the
fimancial relief, and gonsequent political advantage, to cur Government wounld
be inealeulable, This view of the matter was referred to by Sir Louis Mallet
at the Conference of 1881 in the following words sem
. % Although we may, no doubt, look forward in the fature to some renrrangement of
taxation when the depresiation of the coinage has produced its effect in a general risa of
prices, and particularly in that of laboar, wo must wait o long time for that result ; and
 meanwhile it would b imgosaihle without serious political danger to propose new taxes
based on eonsiderations which the mags of the people would not be able to understand. '
% But it is not only the actual loss which we E:m- to think about ; it is the absolute
uncertainty which hangs about the future, and which prevents any serious or accurate
ealenlation of the revenue und resonrces of Government.” _
~, These words have a special bearing on onr present finaneial position.  The
recent renewal of instability, followed by a heavy fall in exchange, and main-
tained up to the present time, hus rendered the most carveful ealenlations we
can make valueless. We have already imposed unpopular taxation, and we
seq before us the possibility ot being compelled to have recourse to tha imposi-
tion of further taxea alike nnpopular and injurious to the well-heing of the
community, The future is, if possible, even less assured than it was when
Sir Louis Mallet spoke. Moreover, the rise in prices, owing to the depreciation

of the silver currency, to which Sir Louis Mallet Jooked forward, has not taken

place ; the alteration in relative gold and silver prices, which must necessurily
follow the alteration of the exchange, has taken the form of a fall in gold,
and not of a rice in silver, prices. 'We canuot, therefore, count, within any
reasonable time, on such a growth of revenue as will enable us to meet the
burden thrawn on our finances in recent years by the fall in exchange.

14. Futting aside, however, all matters of minor importance, we desive
to observe .that, in our judgment, the question of the establishment of a
etable ratio between gold and silver must be decided on broader grounds than
the gain or loss of a single country, and that it is & question of world-wide
importance, the interest of England in securing a permanent settlement being
ng Jess than that of India, 8o far as regards the mopetary standard, no



country is, ot can be, independent of the acbion of other countries, Apart
from the dislocation of trade and industry caused by variations in the rate
of exchange between two standards not linked by a lagal ratio, each countyy

is at the meroy of others, which, by adopting or discarding the gold or silver

standard, can seriously prejudice the interests of that country which makes
no change in the standard, England has made no change in the standard

gnce 18165 bub the result of the more extended nse of zold by foreign

countries is certainly not less sarious in its effect on the industried of England
and the interests of the English people than in its effect on French and
Amnorican industries and interests.  The Government of India, like that of
England, has made no change in the standard; yst the action of foreign
pations has placed our finances in those perpetually recurring difficulties which
are set forth in our Despateh of 2nd Fehruary last, and threatens them with
even greater disasters in the immediate future. The question of the monetary
standard appears, therefore, to us to be pre-eminently one for seftlement by
international agresment ; in no other way can a satifactory or permanent
sebtlanens be effected ; and we trust that Her Majosty’s Government will
"abandon their attitude of absolute isolation-—an attitude which, we venture
to think, is both indefensible in theory, and in praotice franght with danger
both to England and to India, ] ' Wi

Omission {o answer the arguments employed againet.lhe proposels of 1878,

15, In 1878 the Government of Tord Lytton proposed that the coinage
of rupees should be restricted, by means of a seéignorage, in such manner as
to raise the value of the rupee from ls. 7., the markef rate of the day, to
24, s and these proposals contemplated ultimately the introduaction into India
of a gold standard, The Lords Commissiguers of Her Majesty’s Treasury
vefer to this proposal, and express regret that in the Despatech of 2nd Feh-
rusry last the Grovernment of India has not replied to the arguments which
led tio its rejection, nor shown that it has now some scheme in view which is
not open to similar objections. Grea importance is evidently attached to
this point, as in Mr. Fowler’s letter of 31st May the arguments used against
. the proposals of 1878 are repeated, and it 18 added that “ the TLords Coms=

missioners find no reason stated in the Despateh of the Government of India
' in the present year which induces 'them to dissent from the concluosions thus
sot forth on the authority of Sir Stafford Northeote as to the results of any
“attempt to artificially enhance the gold price of silver.” We oonfess 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 puf forward. M ik

16. The proposals made by the Government of India i1n 1878 involved
* the restriction of the coinage of rupees, a measare which, in our receat pro-
posals, we have not advoeated. The proposals of 1878 aimed at establishing
o fixed ratio between gold and the coined rupee, which 15 a totally different
matter from the establishment of a fixed ratio between gold and silver. The
Government of 1878 propased to establish between gold and the rupee the ratio
of ten rupees equal to one pound sterling, while the proposal contained in our
Despateh of 2nd February last merecly 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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- :intérnﬁtio-nél ngreemenf. The proposals of 1878 would not, as scems to be

ar

| supposed, bhaye raised the gold valae of silver, but would, on the vontrary,

‘have tended very materially to reduce it. The arguments used against the
measures advocated in 1878 have, therefore, ‘no bearing on our recent pros
posals ; and, as those measures lay outside the scope of the recommendations
contained in our Despateh of February 2nd, we admit our inability to perceive
why, in that Despatceh, we should have been at the pain of answering them.
The proposals contained in our Despateh of %nd February did oot necessarily
involve the raising of the gold value of silver to the old ratio of 154 to la
1t was our intention that the question of the precise ratio to be adopted
should be leff for future discussion, and for settlement after full consideration
of all the interests involved, and after ascertainment of the views of the
principal nations interested in the matter. Even if a Conference should have
deeided on the adoption of the old ratio of 1564 to 1, we caonot admit that the

change could more acourately 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 ratis than the market
ratio of the day had been adopted, the procedure whieh we advocate would
bave had as much effect in lowering gold as in raising silver, The scheme
of 1878, on the other hand, would have materially lowered the vilue of silver,
and mnst ultimately have bad the effect of raising the value of gold by
ducreaging the demand for it, We fail, as we bave 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,

Posubility of relisving the finances by veduction of expenditure,

17, In paragraph 15 of Mr. Fowler’s letter, our attention is directed to
the importance of the reduction of expenditure, and it is added that the
- prineipal element which has determined the unfavourable condition of Indian

finance, and which has conduced to our difficulties more obvionsly and eer-
tainly than the fall in the price of silver, is the alarming growth of expen-
ditare. The general question of the growth of expenditure on the civil adminis-
trationof India wasdealt with very fully in the Despateh from Lord Ripon’s
Government, No, 288, dated 24th 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, We 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 1vcurring additional expenditure, and that we have been comgelled 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
whon they speak of the alarming growth of expenditure. The fall in silver
has no doubt added largely bo expenditupe on account of eschange, and
we have been obliged 1o incur expenditure in the consiruction of Famiue
Railways, which do not, for the present at any rate, return a profit sufficient
to cover interest on eapital, The same remarks hold good in regard to the
expenditure on Frontier Railways and Coast Defences, while the events that
have ocourred in recent years beyond the North-West Frontier have com-
pelied us to increase the Army, both European and Native. Her Majesty’s

® Not printed in this volame.
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Government, we beliove, conour with the Government of Tndia in the necessity
of mensnres caleulated to minimise the rigk of such loss of life ag oconrred in
,the Madras famive, aud o guard against external attack on the North-West:
Frontier of India. So long as the adequate vroteetion of India against the
_consequences of war and famine is an essontial portion of the policy of Her
Majesty’s Government, itis premature to object to the expenditure which
the attainment of these ends necessarily for a limited tirae involves,

18, With the exception of the expenditure reforred to in the praceding
paragraph, which was inourred deliberately and with a full knowledge of the
burden it would impose on the country, and which we should gladly have
avoided if we could safely have done so, we are not aware of any great growth
of expenditare in recent years, The measures takenin 1881 to provide an
insurauee against the financial effeots of famine have, no doubt, added nomi-
nally £1,600,000 (conventional sterling) to the expenditure ; bat this was, as
those conversant with Indian finance are aware, a measure of economy, and

‘this item of £1,500,000 is of the nature of a reserve or insurance fund.
Possibly the fact may have been overlooked that the (Government of India is
now a very large Rallway propuietor, 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 ; it brings in corresponding revenue, and can in 1o sense be treated
as a0 addition to the cost of government, ‘properly so called. The danger of
misunderstanding arising from this vause was alluded tc in our Despateh
No. 381, dated 1st December 1855, in the following terms : ©* The rapid increase
and great eomplexity of the Railway transactions make it very inconvenient
to embody them in Finance Accounts, and the apparent iucrease of revenue
at the ‘disposdl of Government, as new lines are opened and corresponding
apparent increage of cost of gayerning the country give mse to mistaken idea
of the increasing income and ~ extravagance of the Government.”’ Bat what-
ever the origin of the remarks regarding the growth of expenditure may ‘be,
weo must be allowed, with all deference, to mairtain that we have by no means
been forgettul of the relief o the finances which ean be obtained by reduction
of expenditure ; the fall in ‘the gold value of silver'has more than once led to
reduetions of expenditure, whieh have ‘caused werious administrative inconve-
nience ; and we are ab the present time engaged ‘in making every reduction
whicl is 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 €he
additional burden imposed on India by ‘the recent fall in oxchange.

19, In order that there may be no room for misunderstanding as to the
gorious effect which the fall in exchange has had on the eourse of Indian
odministration, and of the repeated offorts which have been made to meet the
additional expenditure therein involved by reduction of expenditure, we will
briefly veview the facts of the last 10 years. In the Financial Statement for
1876-77 Sir William Muir remarked as follows tm—

" # The gudden deprecia&iun of silver, and the consequent onhancement of charge to the
Governraent of India in laying down yearly the sum required in England of abont fifteon
willions sterling, without doubt, ocast a grave shadow on the future, In truth, it raay te
said that the danger, from whatever point of view considered, is the gmv_esb_whmh has yeb
threatened the finances of India. ar, famine, and drought have often inflicted losses on
tho BExchequer far greater thao the charge which threatens us in the vesent year. Bub such
calamitics pass away : the loss is known und limited ; ‘and whenit has been Erov:cled for,
tho fingnces again stand on sure and stable ground, This is ot the oase with the present



N

ey -7-*:m.,az.of anxiety,  Its ibomediate éfféctéz_ ﬁra..l'sarioné'aﬁaugh, ag hag slready been shown.

io uncertainty.” ; : . '
- As a consequence of the position in which the Government foond itei 1"
owing to the fsll in exchange, measures were ftpken in July 1876 for th®

‘But that whioh adds signifioance.to it is, that the end eannot be seen ; the future is invelved

“effective ourtailment of expenditure on Estracrdinary Public” Works, and ab

the same time all outlay of puablic money on the ordinary eivil admimstration
was stopped ‘ which is not absolutely necessary, or to which the Goverament
isnot committed, or the discontinuance of which will not cost disproportionate

" 'lops and wagte.,

R0, In November 1878 measures were again taken * for the reduction
of the ordinary expenditure of the country within the narrowests limits,” but
‘these measures were based on the probability of heavy war expenditure, as
‘well as on the fall in exchange, The orders given in November 1878 were

. followed up in May 1879 with equally striugent orders for still further
‘reduction of expenditure i all branches of the administration, The contracts

with Provincial Governmeunts were temporarily sef aside, and contributions
obtained from them to help to tide the Government of India over its imme-
diate ditficulties, The result of the measures taken involved a reduction of
£768,000 in ordinary expenditure, as well as the reduction of Productive

‘Public Works expenditure by £1,000,000 yearly, although the estimated
-espenditure of 1879-80 was already £1,000,000 below the average expendifure
of the two preceding years. - ' ‘

* In June of the same year the following language was used :* Rigid

-eeonomy in every branch of the public service 1s in present cireumstances the
policy which mugt be followed. To quote again the words of the Resolution
of the 1st May i : :

- # Upless positive neeessity esists, no improvements in administration, however degir-
able, must be undertaken if they involve inoreased eharges : no fresh estoblishments must
be entertained ; no new offices must be created ; mo new works, which it is possible to
postpone, must be commenced. : :

1 sJ4 ia through this polioy of retronchiment and ' economy that the necessity for fresh
faxation has for the present been avoided ; snd if the fall in the value of silver in relation

‘to gold ghonld further incvease, striot adherence fo that policy will be more than ever
espential.” ;

! The laoguage used by Lord Lytton’s Government in their Despateh
No, 188, dated 22nd May 1879, % shows how great must have heen the pressure
‘which wompelled them fo have recourse o such reductions s .

% We do not propose:in this Despateh to diseuss the circumstances which have rendered 1t
necessary to underfake thess reduotions in the expenditure on Public Works in India. The
‘result will undaubtedly be that the material progress of the country will be serjously retarded
and we'in no way disguise from ourselves the jujury which lndia will sustain, or the dis.
eredit whioh will be enteiled on the Government, by even the temporary abandenment of a
poliey which wesre satisfied is essentially wise, aund which in spite of many errors hag boen

_on the whale sttended with eminent sncoess, Tho measnres which we now tnke with so muoh
regret have been forced upon us by circumstances over which we have no goutrgl, sud for
which our Government is in no degree responsible,” 1 ren

21. From 1879-80 the rate of exchange vemained mearly consfant for
some years, the average rate obtained for houfe remittances having been:as

follows 1~

d

1879'80 ' ‘ . " a . * ‘. . . 19'96
1880181 ] L] 4 - - " M L] . .. 19'95
1881“82 . - . L] ) " - . » - ]9'89
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