The surplus revenue, which was found to exist in the beginning of 1882.88,
was used, not for the increase of expenditure, but for the reduction of
taxation, including the removal of the general import duties, '

After 188182 the course of exchange was steadily downwards, and in
1883 the question of reduction of expenditure having been brought before,
and impressed upon, the Government of India by the Secretary of State for
India in Council, the matter was exhaustively cousidered, as will be seen
from the correspondence referred to in paragraph 17 of thie Despateh,

Tn 1885 stringent measures were talen for the reduction of expenditure
in consequence of the probability of a war with Ruseia ; and in order to meet
the cost of military preparations, reductions were effected in the sanctioned
expenditure of 1885.86 to the extent of over £1,500,000 (conventional
sterling), As regards the currént yoar, we may observe that at the time of
framiog the estimates our financial difficulties were seen to be g0 great, that

avery effort was made to keep down expenditure, and the extreme measure
"was adopted of withdrawing the sum of £400,000 from Loecal Governments,
and consequently of reducing the possible Provincial expenditure by that
amount, In February 1886 a Committee was appointed with the special
object of effecting reductions of expenditure, an i at present carnestly
prosecuting enquiries directed to this end, The language used in the orders
appointing the Committee indicate the ansiety with which we have sought
economy in the hope of avoiding taxation,

“ The eiroumstantes in which the Government now finds itself placed compel it to
examine with renewed sod anxious attention the possibilities of sueh an effective decrease
in its expenditurc as shall in a sensible degree contribute to relieve it of the financial
embaragsments with which it is threatened. The uncertainty which prevails regarding the
future relative valne of gold and silver compols the Government to contract, g0 far as is
paseible, expenditure which in other circumstances may have been desirable or nacessary, but
which at present it can no longer maintain” ) L

29. The sketeh which has been given of the financial history of the last
ton yoars is sufficient to show that the Government of India has been very
far from unmindful of the relief to the finances which may be obtained by
economy and reduction of expenditure; it demonstrates, on the contrary,
that such relief bas frequently been sccured at the cost of great detriment to
the administration. We are at present again seeking to effect all possible
sconomies in the cost of civil administration, and we hope in this way to
gacuro an improvement to the extent of at least £500,000 yearly, How in-
sufficient this relief may prove in comparigon with the burden throwr. on the
finances by the fall in exchange, will be seen from the fact that, though the
rate of exchange for the estimates of 1886-87 was taken at only 1s. 6d4. per
rupee, we hiave at present to confemplate the possibility of taking a rate as
Jow as 1s, 4d. per rupee in the estimates of 1887-88~—a fall which wounld
impose an additional yearly burden on our revenues of more than £2,000,000
(conventional sterling). :

Liooking to the facts which we havo stated, we are compelled to arrive
at the conclusion which admits, in truth, of little dispute, that further redue-
tion of expenditure iz unlikely to give us financial relief in any degree com-
mengurate with the magnitude of our difficulties; and that the contention
that the alarming growth of expendifure in late years is the principal clement;
in the unfavourable condition of Indian finances will not stand the test of
examioation,



4 - " Nature of the remedy ﬁropn:erf.

98, With regard to the complaint that we have mot definitely indicated
th nature of the international agreement which should supply the solution
of the silver question, we desire to observe that it appeaved to us that we
stated with sufficient plainness that the end to beaimed at was a stable ratio
between gold and silver, and that the means for the aftainment of thiz end
was an international agreement between the countriss interested in the quess
tion. We 4id not specify the exact ratio which we wished to see established,
not the precise nature of the agreement, because we felt that on both these
' points it would be necessary to ascertain and take into account the views of
foreign powers, and that any attempt en our part to lay down the exact
terms of the settlement at the outset might have a prejudicial effect on the
negotiations, If Her Majesty’s Government had been willing, under any
cireumstances, to recommend the opening of negotiations, there would have
been no difficulty in obtaining a move definite expression of our views by
tolegram,  Your Lordship will, moreover, not have forgotten that on May
29th* of the present yeayr, while we were still awaiting the reply of the Lords
of the Treasury, we submitted specific proposals, which were only not laid
. before the Lords of the Treasury because their letter was received by Your
. Lordship’s predecessor very shoxtly after the resommendations we refer fo
reached him. What we consider essential in the interests of the finances of
Britigh India is the establishment of stability in the relative value of gold
and silver, and the removal of the danger which hangs over the silver market
from the existence of large quantities of overvalued silver money in the
currencies of France, the %nited Btates, and other countries, For the
abtainment of these ends, we propose generally the utilisation of silver as
currency to a greater extent than is the case at present, as well as an inter-

' national agreement for the free coinage of silver, and the making of both
gold and silver coin a legal tender at a fixed ratio by a group of nations
possessed of a metallic currency of sufficient extent to maintain that ratio
permanently, The question of fhe ratio to be established is one which mues
be decided by the nations which undertake to coin both gold and silver freely,
and it should be a ratio not lower than the average market ratio of recent
years, and not higher than the former French ratio of 1 to 154, So great is
the importance which we attach to stability of relative value, that we do
not consider that there would be sufficient grounds for objecting in the
interests of India to any ratio, within the limits above indicated, which
might be approved by the other nations concerned ; and on behalf of India,
we would be willing to undertake either to maintain the present silver stan~
dard, or to coin both silver and gold for all comers at the fixed ratio, It
does not appear that any plainer expression of our views, or any propoeals of
a more specific natare, could be expected, or should. bo required, at the
present stage, '

24. Tn conclugion, we desire again to express our conviction of the importe
ance, in the interests of British rule in India, of seeuring a gpeedy and final
sottlement of the silver question. In our Despatch of 2nd February last, we
stated, in the clearest texms, but not, as we cousider, more strongly than
the occasion required, the nature and extent of the difficulties and dangers to
which India is exposed in the present state of the silver question, and we

. meed not repeat our observations, The immediate cause of future disturbanee

which we specially took into consideration at that time was the possibility of

~

* T'his was in a telegram not printed in this volume,

el
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‘the repeal of the Blandﬂct'-by Amerioa, Since the date of our J)'éspa-.teix,
although there is every prospect that America will, for the present at least,

-

continne the eoinage of silver, the rate of exchauge has fallen 134, per rupee. | i

The additional burden thrown on our finances by this fall of 134, in the gold
value of the rupee, after all allowance made for any possible set-off, amounts

to at least £1,750,000 (conventional sterling) yearly, and it is quite possible
that the vepeal of the Bland Act by America might increase the burden by
an equal amount. We cannot hope to eover more than a fraction of the
. amount already added to our expenditure through the recent fall in silver
' by any econoraies in the cost of the adwinistration which we may be able to
effect. Kven though the measures which we are now carrying out for the
defence of the conntry against war and famine should, in view of our pressing
financial difficulties, be curtailed, further taxation appears at present to be

inevitable; and when we have again established equilibrium, there is no

prospect that the settlement will be final, or even reasonably permanent. A

rise in the rate of exchange may prove that unpopular measures of taxation

have been undertaken unnecessarily ; a fall may force ns to impoge further
taxation, Meanwhile the pressure of our present difficulties is compelling us
to nee ragources which we relied upon as a reserve to meet the cost of possible
war or famine. Above all, our finances will still remain subjest to the
special uncertamty due tothe unsettled condition of the Ametrican currency.
Your Lordship is aware that 8 powerful party in the United States of

America presses for the stoppage of the coinage of silver. If that eourse i

should be adopted in the immediate future, our financial difliculties threatan
to be greater than any which the Government of India has hitherto
experienced.  We do not therefure hesitate emphasically to repeat that, from
the point of view of Indian finance, the position bas become intolerable,
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The Secretary of State for Tndia, in his letter to the Treasury, dated 26th
Jahuary, 1886, hag declared “ that it is imperatively necessary to make every
affort to find some remedial measures which shall release the Government of
India from the position in which it is now placed by the changes which have
taken place, and appear to be still likely to take place, in the relative values of

old ‘and silver, operating through the different currencies of Eogland and
Tadia, | !
2. As the Indian Mints are, under the existing law, open for the unlimifed
eoinage of silver, it isapparent that, so long as this isthe case, the exchange
value of the rupee reckoned in gold cannot fail to stand very nearly at the
amount in gold currency which will buy, carry to India, and pas¢ through
the Mint the quantity of silver which, according to law, the rupee must con-
tain, Qonsequently the fall of the exchange which has caused the present
' difficulties in India can be arrested only in oue of two ways, that is, either by
the cessation of the fall of the relative value of silver to gold in the world
generally, or through the adoption of a gold standard by the suitable regnla-
tion of the coinage of silver in India.

8. Now as to the first of these alternatives, it is obvious that the production
of silver and gold is beyond external eontrol ; the existing conditions of the
production and demand for the two metais has led to the relative depreciation

. of silver, and the only manner in which this depreciation can be checked is

by increasing the relative demand for silver, whieh, there is reason to thinlk,
can only be dons sufficiently by reviving the free coinage of silver to an exfent
approaching that which prevailed before the recent fall in its value in relation
togold began, This again, it is genervally considered, can ouly be brought
abott by international agreement, and it is to press upon Her Majesty’s
. Government the importance of endeavouring to obtain this solution of the

difficulty that the letter to the Treasury above referred to has been written,
the necessary steps for attempting it lying beyond the sphere of action of the
Indian Government,

4, Unfortunately, all the attempts hitherto made by the nations which alone
have the power of giving effect to this solution have failed. India, having no
gold coinage, has no such power nor can she ofherwise co-operate in the
matter than by retaining her existing silver currency ; neither bas she any
mobive for desiving to change that curreney, unless driven to do so, in self-
defence, in order to escape from the intolerable position in which she is now
placed by the continned fall of the value of silver in relation to gold.

. The experieuce of the last eight or ten years has made it clear that relief
eannot reasonably be expected under a policy of inaction, and henece the
Government is bound to consider what way best be done if the needEul
yemedy cannob be obtained by acting on the relative value of silver to gold,
through international agreement or otherwise, and the Secretary of State in
Council, in this view, has announced that he reserves for congideration ¢ how
far it may be advisable to meet the exigencies of the case by actien falling
within the competency of the Government of India.” :

G,



and

Tt is not the &e‘sign.pf'ﬁhis paper to enter on any discussion of the mmny..-
diffienlt questions that are raised by a general inquiry into the causes and

effects of the recent changes in tha relative values of the precious metals, or
the possible means of vesforing their former valuation, or of otherwisé remedy-
ing any evile which those changes may have produced or are likely to
produce in the fature.  These questions could only be usefully dealt with, so
far a8 the practical action of Great Britain in relation to them is cone
cerned, under the authorit of Her Majesty’s Government ; and it 18 in view
‘of the not improbable failore of rvelief in this direstion, that I propose to

treat the subjoet exclusively with reference to the administrative necessities,

o‘oligat--ions, and powers of the Government of India.

The question, therefore, will now be considered how far the second alter-
native, namely, the adoption of a gold standard by the guitable regulation

of the coinage of silver in India, is practicable or expedient. _

7, 16 may at onea be freely admitted that it isa very extrome measure to
interfore with an established curréncy, and that nothing butb extreme urgency
cats justify it. Therefore, before taking any step in this ‘direction, a very
. eaveful examination is necessary of the relativa gravity of those evils whigh
on the one hand any snggested change is likely to produce, and on the other
of those which will arise if no change is made.

8, A summary staterent of this last class of evils will be found in the lotter
to the Treasury before referred ¢, to which and to the many representations
of the Government of Tndia on the subject reference should be made for more
full details. Briefly, it is contended that India is now in a position in ‘whieh
the continued fall of the exchange value of the rnpes must lead Lo additional
charges which cannof be met without continually inereasing taxation, the
" necessity for which, by reason of the peculiar habite of the people and of
their impatience of change and of new forms of tixation, as well as of the
character of the Qovernment, wonld constitute a political da.nge?" of the utmost
gravity ; while, otherwise, the same cause places serious obstaclee in the way
of the investment of capital in India, and thus arrests progress, which is
alike of vital importance to the prosperity of India and England. In the
ocatimation of those responsible for the government of India there ocan be no
question more serious than how to guard against these evils, and hardly any
eacrifice which should not be accepted to ensure protection from them.

9, Whether or not it may be possible to find, throngh a modification of the

currency of India, a remedy which will be less productive of evil than inac-
tion, is what I now proposs o discuss, . '

10, The evile to be dealt with arising wholly frotn the different standards
of the currencies of England and India, the remedy must be sought in some
arrangement which ghall link the currencies, or, in other words, by the
adoption of a common standard, which again evidently involves the aceept-
ance, in sowme forn, of a gold standard by India,

11. In India at present gold is not a legal tender ; there is no eurrent gold
money, and there has been none almost from the commencement of the
century, aud it would be clearly impracticable, from a purely Indian point of
view, to replace the existing silver standard onrrency with a gold standard
currency based on a gold ecinage, leaving the silver coinage to agsume a subsi-
diary place, There are, however, other cogent Yeagons for setting aside alto~
gether any guggestion 6o introduce a gold eoinage in India, in any form, in
present circumstances. To do this conld hardly fail to aggravate the fall of



prices measured in gold which is going on, and whieh is generally believed to
be due to the appreciation of gold by reason of its comparative soarcity in
relation to other commodities, of which silver is only one, Moreover, o gold
coinage could not be introduced without at the same time fixing its velative
value to the existing rupee coinage, which could not be rated at anything
sensibly different from its present exchange or bullion value ; and this would
render any readjustment of the values of the gold and silver coins in the
future, if not impossible, at least extremely diffienlt, and would diminish
greatly, or extinguish, all hope of any international arrangement of the values
of the two metals for currency purposes, such ag might supply a satisfactory
remedy, ' i : .
'12_%"'1‘110 problem therefore becomes restricted to giving India a gold
staodard of value without discontinuing the existing silver coinage or interfer-
ing with bhe general system of currency, and without introducing a gold
‘eoinage. For its proper solntion provigion should at the same time be made for
the automatic expansion of the curtency to meet the reqnirementsof trade,
. and precautions should be taken againat inflation from arbitvary action on the
rb of the Government. Moreover, the aim should be the prevention of the
argher fall of the exchange value of the rupee, not the foreed rise of this
value ; and security should be obtained against inconvenience from an v
future possible rise in the rdlative value of silver to gold, and for a return to
the free coinage of silver when the relative values of the two metals rendered
1t possible.
13, I believe that all these conditions could be complied with in the
following manner,
The Government ehould be authorised by the Seccretary of State in
Couneil to take legislative power to suspend fthat part of the existing law
- (The Indian Coinage Act, XXTIT of 1870) which requires the Mints to coin
all silver brought to them ; but this power should he exercised subject to the
provision that, so long as the Mints were thus closed apainst the unlimited
tender of silver, they would be open to the tender of gold, a stated maximum
number of rupees (say 13) of the present standard of fineness and weight,
- which would remain unchanged, being given in exchange for the quantity of
gold contained in a sovereign. The gold would not be coined, and wounld
merely serve as a medium by which to meagare the future cost of the rupee 3
so much of it would be sold, or exchanged fur silver bu llion, as would supply
the quantity of silver required for the coinage of the requisite number of rnpees
to be given in exchange at the fixed rate, and the residue would be retained
by the Mint, and virtually be a charge of the nature of seigniorage. Power
should be given to revoke the suspension, and then the free coinage of silver
on the original basis would he revived. Counsequently the Mint would
always be open either to gold or silver; in the former case a fixed number
of rupees in silver being given by the Mint in exchange for a fixed weight
of gold, silver not heing aceepted for coinage ; in the latter a rupes  being
given, as at present, for a fixed weight of silver, and gold being then no
longer received,
.14, The number of rupees above named, 18, represents approximately the
équivalent__-of one sovereign in rupee currency at the exchange of 13, 64,
Consequently, after the application of the propesed power additions to the
rupee currency could not be made at a less cost, measured in gold, than 15.64.
er yupee, and the exchange could not fall materially below that rate,
his rate has been assumed as representing that below which the rupeo



has not yet fallen permancutly or fora prolonged period, the inteution being
to accept the actual rato atthe time the change is made, azbove which no
attempt would be made to force the exchange, but éedow which it should be
prevented from falling, A - '

16. In this manner, and by permitting some margin of delay in carrying
out the change, to cover cases of bargains for the delivery of silver previously
made, there need be no unfair interference with vested interests, 'The doctrine
that becanse a metal has once been adopted as the standard for the currenecy
of a country, it must for all time, and in all circumstances, be retained as the
standard, cannot be supported by any valid argument, That it is unjust to
make chauges in any arbitrary way, which must affcet debtors and eredifors
in directly opposite directions in respect to transactions alveady entered into,
may be admitted ; but if is contrary to reason to say that it is wrong to
guard ereditors agninst future changas, which must be injurious to them,
while they must be beneficial to deitors, and which will operate in a manner
that was not contemplated when their engagements were entered into. The
essential object of a currency law is to give stability to the standard of value
in all transactions, and to give equalprotection both to ereditorsand debtors ;
and if it fails to accoraplish this, it may become the means of inflicting the
greatest injury on innocent persons in an irresistible manner (which certainly
has been the result of the Indian ourrency law), and so far as a remedy can be
applied without extending the injury already inflicted, it not only may properly
be done, but assuredly ought to be done.

16, Although the basis of the proposed arrangement would be to authorise
the unlimited tender of gold at the Mints to be exchanged for silver money,
its practical operation would not require the use of gold except in compara-
tively small quantities, far less indeed than what already finds its way to
Tudia in the ordinary course of trade.

' 17. Under the actus! conditions of Indian trade, the import of silver into
India and its coinage into rupees are o closely connected with the forced
remittances from that country to England, that in ordinary cireumstances
(and exclading demands created by rupee loans issued in India) additions
to the coinage to a very great extent corvespoud with the amount of currency
required in India for purposes of foreign frade in excess of the sum which
the Secretary of State offers in exchange for gold in Tondon through the
sale of his bills. Viewing the matter in this light, the proposed measure
would cause hardly any disturbance of the exigting system. ; :

}8. The great bulk of the exchange operations between England and India
would be conducted as heretofore by means of the Seerctary of State’s bills,

~ When the supply of rupees thus made available for trade purposes was ex-
hausted, and further remittances were needed, the direct raode of procedure
aould be to send gold to India instead of silver as at present. As before said,
the Mint on receiving the gold would sell so much of it as would purchase the
guantity of silver required to provide the proper number of rapees to be given
in exchange, and would coin that silver. But the necessity for the tender
of the whole quantity of gold could obviously be avoided by the Miug -
receiving silver bullion sufficient in weight for the coinage of the required
number of rapees, and only requiring in gold the excess value of the rupees,
reokoned at 18 per sovereign, over their bullion value as silver, This
excess valne would virtually become a charge analogous to that for coining,
and would be determined from time to time by the Mint, the public being




. proteoted From overcharge by--itéa -'lég__dl':_ right to receive 18 rapees for the gold

&

' in oue sovereign, and by the small advantage that it would always be worth |

the while of the Mint to offer to the public, in order to be saved the trouble

. of selling the gold and buying the silver, To facilitate remittanees Erom

England thie system might be readil extended by the Seeretary of State
giving to any one, on payment in London of the proper gold seigniorage,
“authovity for having coined in India, without further payment of seigniorage,
specified amounts of silver bullion, Frecisely the same general course might
be followed in dealing with the coinage of silver required for purposes of trade
‘avising in India, '

19, As under such a system the State wonld necessarily profit by the eoining
of silver, and an inducemont would thus be offered for the illegitimate inflation
of the omrency by the Government eoining for itself, it might be thought
desirable to declare that the gold seigniorage received by the Mints should be

‘gold in India or remitted to England, and further that the Mints should not

coin for the Government, so tha t any extraordinary Government demand fo
silver money wonld have to be met by borrowing in India. -

20. Saitable modifications would have to be made in the paper currency
into the details of which it is not necessary to enter, as they would involve
no difficulties.  Attention would also have to be given to the Native
Coinage Act, which provides for coining for Native States in India, but has
been almost inoperative ; as well as to the convention with Fortugal relative
 to the coinage for Portuguese India, which ig so framed as to cause no incen-
venience, - _

21. The facts bearing on the import of the précious metals into India and
on the coinage of silver for some years past justify the conclusion that a
system such as that suggested could come into operation with wvery little
interference with the existing conrse of trade, and without leading to any
-wastefti]l re-exportation of gold; these facts are otherwise of much. interest,
and throw valuable light on the gemeral questions which underlie these
discussions,

22, The average net yearly value of the imports of silver into India for the
last five years ending March 1885 amounted to 61 million rupees.  Of this
443 millions were coived, and of the coined silver probably about 10 millions
were exported annually, leaving about 356 million rupees for the yearly

addition to the silver ourrency. During this period the yearly average -

amount of the Secretary of State’s bills sold was 18564 million rupees. The
average net imports of gold were valued at 47 million rupees, .

For the five years next preceding, between March 1875 and March 1880,
the average netimport of silver was 104 million rupees yearly, The coinage,
however, was nearly 85 million rupees yearly. The larger import
in thig period followed the smaller amount of biﬁvs sold and increased borrow-
ing in Tudia, and the excess of coining over imports shows that in this
period, which was one of prolonged famine, a large amount of hoavded silver
was bronght out for coinage. The average .amount of Secretary of State’s
" bills sold was 151 million rupees. The average value of the import of gold

was only six million rupees. '
Going back five years further it appears that the net imports of silver
" were, on the average, only 204 million rupees, with an average coinage of
294 millions, and Secretary of State’s bills 128 million rupees,
" 'During the five years between 1870 and 1876 the exchange fell from
la. 114. to 1s. 104, ; from 1876 to 1880 the exchange fell from 13, 944, to



~ 14, 8. per rupes, averaging ls. 844, 1In the five years from 1850 to 1885
the exchange further feoll from ls. 84, to le. 74d., averaging about 1s, 14a
per rupee. i : ' ' _ !

%3, For the present financial year the retarns availahle show that up to the
end of December (nine months) the mnet imports of silver had risen to 8oy
million rupees, as compared with 61 millionsin the same portior. of 1884
and 38 millionsin 1883, The amounts of silver doined in the corvesponding
months of three years were 81} million rupess in 1885, 36, millions in
1884,and 214 millions in 1883. The corresponding net amounts of gold
imported were 214 million in 1885, 434 million in 1884, and 242 million in
1588, In the same months the Secretary of Staie’s bills sold amounted to
80 million, 108 million, and 135 wmillion rupees respectively. Since the

 beginning of the year the exchange has fallen from lg. 74d. to helow 1s. 84,

R4. From the foregoing facts it seems to follow that the fall in the relative
value of silver to gold which has been going on gince 1870 has not had any
perceptible effect on the general import of the two metals into India ; and
661l less can any relation be established between this £all and the additions
to the rupee eurrency, whish have heen governed by trade demand, and are
largely affected by the greater or swaller amount of the bills offered for sale
by the Secretary of State and the sums borrowed in Indis.

25. The imports ino India of gold and of silver bullion in exoess of that
required for coinage appear to be mainly governed by the limited demand in
that country for foreign manufactures, and the disposition of the people to
hoard the precious metals ; and they are evidently directly affected by seasons
of prosyerity, to which the increased imports of gold in recent years is not
improbably due, _

26. The fall in the exchange value of the rupee seems to have followed
slowly year by year, the appreciation of gold ; the competition of silver with
the Secretary of State’s bills as a means of remiftance, having operated rather
in the way of keeping the exchange down to the gold value of the rupee for
the time being, than of stimulating a fall, though occasional periods of
pressure on the exchange bave occurred. Such a pressure, probably due to
frash fears as to the action of the United States of America in respect to
the eoining of silver, seems to have been among the causes of the increased
import of silver in the latter part of 1885, and contributed to the failure of
the Secretary of State selling the full amount of the bills offered by him ;
the largely increased military expenditure earlier in the year, however, must
in any ease have been followed by an increased import of silver, leading as it
did to a deficit of nearly three millions, :

27, During the last four years India has absorbed not 'less than one-fifth
part of the entire quantity of gold supposed to have been produeed throughout
the world, which is now estimated at somewhat less than 20 millions sterling
yearly ; and this has been wholly withdrawn from use as money. The
average import over the last eight years has heen about one-eighth of the
annual yield, ; ]

' 28, As to silver, the annual production of which is now estimated ab 22 or
28 millions sterling, the quantity taken by India on the average of the last
eight years has been about one-fourth part of total yield, and this rate seems
to be maintained, ' '

29. During the last 10 or 15 years the period in which prices measured
in gold oub of India have continued to fall, prices measured in silver in India



' have virtually remained unchavged. The evidence of thic may be regarded
as conclusive, and the fact can hardly signify anything but that, while the
quantity of money in coungries using gold  has graduslly  beeome
insufficient for their wants, India has heen able to obtain the supply needed
to keep her prices unchanged, and that there is no natural fendency to
inerease or diminish the supply of money beyond what will ensure this.

30, On the whole, there seems no reason to suppose that the future demand
for silver for India, which shows no signs of increase, could become a factor
‘of any @reat importance in determining the valae of silver in relaticn to gold,
or that additions to the rupee currency could sustain the value of silver in
the fatuve, by increasing the demand for that metal, to avy greater degree
than they have done in the past ; and the same conclusion may be extended
to the entire Indian demand for silver. There seems, therefore, to be nothing
‘in the conditions of Indian trade that can tend to check the fall of the exchange
value of the rupee ; and it is idle to anficipate relief from any expansion of

that trade which has inereased move than 50 per cent. in volume, while the

exchange has been gteadily falling from nearly 2s. to 1s, 64. per rupee.

31. Xt also appears that while the present average yearly addition to the
rupeo currency is little more than 45 million rupees, with a tendency rather
to diminish than increase, the value of the imports of gold has for some years
gone somewhat beyond that amount ; so that even if the proposed eystem of
coining silver were strictly applied and the whole of the gold needed to admit
of an addition of 45 or 50 million rupees to the silver currency were passed
throngh the Mint, that amount of gold wonld be fortheoming without any
- unecessify for increased imports or wasteful re-expors. In no case could any
difficulty arise as to the requisite quantity of silver, and under the arrange-
ment previonsly explained the quantity of gold required, in the evenb of the
value of silver falling to ls. 4d. per rupee, would probably be less than
500,0007, yearly. :

82, So long-as the price of silver remained helow that corresponding to the
Afixed rate, 18 rupees to the sovereign, the quantity of silver required for coin-
ing afl that rate could be purchased by the Mint with a profit. If the price
of silver roge and it was no longer possible to buy silver without loss, the

Mint would once more be thrown open for unlimited coinage. Small variae
tions of the price of silver on either side of the fixed rate wonld not affect
the financial position of the Mint, and might be disregarded,

38, Although a measure such as that proposed, which, on the further fail

in the value of silver, would increase the cost of the rupee measured in gold
above what it weuld have been had the Mint remained open, might have the
effect of cauging a somewhat smaller demand for silver than that which
* might have arisen with an open Mint, there is no good reason for thinking
that it would lead to any contraction of the rupee currency below its present
volume, or prevent its natnral expansion on the scale that would have been
required for tade purposes had the value of silver remained as it now is.
But no doubt, as the value of the rupee in relation to gold would become
fixed, so prices expressed in rupees would follow gold prices, and with any
further appreciation of gold, the rupee would rise in value and prices expressed
in rupees would tend to fall. How soon or how far such an effect would be
felt, it is impossible to say. But it may be remarked that the relatively
large imports of gold into India of late years compared to silver, and the
absence of any marked tendency to increase the rupee commage, suggest the
. inference that an action may have been set up in the opposite direction, and



that Tndia is now su;ﬁﬁl-ied'witvh;as much .s'il-.v.ei-. a8 ié’_needed for her ourrency,

and that this is becoming redundant, leading to & tendency for prices to rize,

and giving a preference to the hoarding of gold rather than silver,

. 84, Tt 1s very necessary to hear in mind that the obligatory payments of
India in ¥ngland, in gold currency, must lead to an inerease of the burden
of taxation on India, corresponding to every appreciation of gold in relation
to the merchandise by means of which the remittances to supply those paye«
wents are made. Whatever be the relative value of the rupee and Indian
gxports, the necessary volume of the exports rises snd falls with the rise
and fall of gold in relation to the exports. It the value of the rupee remaing
unchanged in India in relation to produce, while it falls ont of India, a larger
numher of rupees must be provided by taxation to meet the Government
payments out of India; if the value of the rupee rigses in relation to Indian
produce, a smalier number of rupees will be wneeded, but the real burden of
taxation will be to the same extent increased; but with the imporiant
differencs that in the former case the burdens would have to be imposed
directly by new tazes, and in the latter the needful result would be obtained
imperceptibly through a fall of prices. Thus would be averted a recourse
1o those most dangerous measures of additional taxation against which no
other practical safegunard has ever been suggested, and the impending necessity
for which daily becomes more alarming, g

85, It is important that no miseanception should arise as fo the natare of
the difficulties in which the Government of India is placed by the fall in the

exchange value of fhe rupee. These difficulties, amounting, as has been -

moré than once said, to very serious dangars, ave mainly administrative aud

political in their nature, and though they ave attended with very mischisvous

consequences affeoting the employment of foreign oapital in India, it is not,
and I believe never has been, alleged that what was long termed in the publie
Accounts ““ Loss by HExchange” is anything more than the increased sum
in rupees required to discharge the gold liabilities of the Government in
Bngland ; neither has it been questioned that, with a fall in gold prices,
India obtaing some set-off againet those increased rupee payments.

$6. So far as the fall in exchange serves to stimulate the Indian export
trade, by requiring the export of a larger volume of produce to discharge pay-
ments to-be made out of India, the advantage it gives is to a limited class of

it prodpeers, and is paid for by the general tax-payer so far as the Government

mittances ave concerned, and by the foreign investor of capital in India,
or those persons who have to make or receive remittances from India, as vegards
the vesidue, The export of the inereased quantity of produce requirved fo
compensgate forits fall in value measured in gold mnat be paid for in the case
of Glovernment remiftances by inereased taxation, or made good by reduced
expenditure on useful objeets, and the eountry is in the end left the poorver
to the full extent of this. The stimulus thus applied to Indian trade in no way
differs in its operation from that of a bounty on exports provided from the
public revenues, and, in the ease of wheat, supports India in competing with
Evglish agriculture, It is certain that India asa whole cannot benefit from
such a ctate of things, though no doubt it is greatly to the interest of a
particular class to maitain it,
37. That the trade of India has graatly increased during the period in which
the fall of ‘the exchange valne of the rupee has been going on, is beyond
dispute; the total value of the importe having increased from 443 million

i (S;L



 vapees in 18

great reason to doubt whether this growth of the trade is to any important

| extodt dne to the fall of exchange, Tt has been before snid that there is
 what may be termed conclusive evidence that the rupee prices of the chief

i ees 75 to 696 million eas 1n1885 ; the exports inoreased in value . '
| in the same fime from B80 million rupees to 852 millions, But there is

; Eg’udugts of India have not sensibly changed in thisinterval except as might |

ave been expected Mrom known vavistions of the seasons. Most Indian
 agriculture is earvied on under conditions which leaye littlo room to donbt

that the priges of ench produce in the loeal markets approximate elosely to
the necegsary cost of production, The really important change that has
taken place is the reduction of the cost.of transport to the ports of export,
through the great extension of railways, and the simultancous large reduetion
in the sen freights due to improvements in ships and marine engines, fogether

with the almost complete removal of all fiscal burdens on trade. In this

manner the neceseary vost of delivering Indian produce in its foreign markets
‘'has boen so greatly reduced asto have allowed of the export with profit, in

. constantly inoveasing quantities, even with the falling pricos in those markets,

| that have sccompanied the rise in the value of goldin relation to other
commodities, including silver,

38, So far as the fall in the exchange value of the rupee is due to the '

- appreciation of gold in relation to commodities generally, this fall can give
no permanent advantage to persoms trading with India, becavse the gold
value of the rupee and of produce sould fall together ; and though the
rapee. could be gob for less gold, the produce it wonld purchase would be less
valuable in relation to gold, and to secure the same profit a larger number of
yupees must be paid. It is therefore only by a fall in exchange not accom~

panied by a fall in the gold price of prodnce, such as might be caused by a .

gudden reduction of the price at which silver is sold for export to India, that

a stimulug to trade would be given ; there is no reason to doubt fthat this |

action has from time to fime taken pluee, and has had a eonsiderable tem=
orary effect, but this necessarily ceases as prices readjust themselves,

30. It follows, as a matter of course, that whatever stimulus to trade might
have arisen under a continued fall of the exchange will be prevented if that fall
can be srrested. But there is very good resson to expect that this would be
far more than compensated by the advantages to be obtained by the increased
cerfainty in all trade, and the additiona) facilitics given for the investment of
foreign capital in India, on which depends the further “extension and improve-
ment of the means of internal cornmunuicstion, and the reduction of the cost of
transport, which are so essential to the continued expangion of the commerce
of the coantry,

40, The same general considerations will apply to the imports into Tndia as
to the exports from it, If prices remain unchanged in India, while the gold
valne of Indian produce falls, the exchange of foreign merchandise with that
prodace will bacome less profitable, and must eventually cease, unless the gold
value of the forcign merchandise algo falls to a similar extent. In many

 industries this reduction of gold values will not take place, and the probabilities

are that the general effect of the fall of gold values will be detrimental to the

import trade into Indis. At the same time, the recduced cost of transport may
operate so beneficially in .an opposite direction as to admit of the gensral
expansion of the trade, though with a tendency to reduce profits In most
pases. The known facts are thns sufficiently explained. .
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41. Any rise of the value of the rupee’ in relation to its value in silver

that might be caused by adopting a gold standard as proposed would

operate unfavourably to Indiain the trade with countries that continued to

employ a silver standurd, such as China and other States of Eastern Asia,
For with any furiher fall in the value of silver in relation to gold the price
of opium in the modified rupee currency would also fll, and the revenus
from this source would be diminished, while the competition of Eastern
Asia with Tndia in the export of tea and rice would be facilitated, and the
export of Indian cotton manufactures might also be placed at sime disadvan-
tage. The compensation for this must be sought through the means before
indicated, : e AT

42, There are certain well-known objections to an inconvertible token
ourrency to, which the proposed mensure would be open, so far ag it
tended to give that character to the currency of India. But, unless the
relative value of silver to gold continued to fall seriously, these would not
be of practical importance, and call for no prolonged discussion. That

no real inconvenience is necessarily caused byan overrated silver ocurrency

is sufficiently proved by the example of the States comprising the Latin
Union, in which the logal tender silver eoins are current at a nominal value
which ia now mot less than 30 per cent. in excess of their intrinsic value.
1t would probably be long before the intrinsic value of the rupee fell to
this extent below that which it now has, and whenever it became certain
that no improvement in the value of silver was to be anticipated, the incon-
venience counld be remedied by the introduetion of legal tender gold coins,
and the final adoption of a gold standard in its usual form, which in the
-event contemplated would be virtually necessary, the existing eilver coins
remaining as a subsidiary legal tender curreney as in the ILatin Union.
The case of Italy also may be referred o, in which an intrinsically worthe
less paper currency for many years sufficed for the wants of that country
with an .amount of depreciation in relation to' gold which is insignificant
as compared to that of the rupee at the present time.

48, So long as the existing form, weight, and standard of the rupee re-
mained unchanged, there is no reason to suppose that the people of India

would become aware of the change, or entertain any objection to ity .

provided of course the rupee coutinued to be as heretofore the legal coin
by which all obligations eould be discharged. There is no country in which
the risks from false coinage could be of so little importance, or the
~ facilities for excluding false coins so great,

44. In conclusion, I submit that the proposed measure would meet the
essential requirements of the case withont causing sensible inconvenience
or disturbance of trade, and would be simple in its application and effica-
cious in its resulte ; and I maintain that if objections are not found to be
of a far more serions nature than those that I have been able todiscover,
or that bhave been raised against analogous proposals on theoretical
grounds, there can be no justification for refusing to adopt ib, exeepting
the substitution of some other preferable course which shall apply a
complete remedy to the existing alarming condition of things, -
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L Maumowranpum By My, R. Hirpis, TREASURER AND SroRBTARY, BANK o "
MR . - Bewear, nirep 2%vp May 1856, il s
|| Phe wessure proposed by General Strachey, for giving India a gold stand
0 avd of value, without digcontinuing the existing silver coinage, 18 ingenions,
" but the necessity for adopting snch a measure, or the merits he claims for it
' eannot, T think, be conceded. i i
oL Sinee the fall in the value of silver began, Indian trade has increased to
| an extent never before ex perienced, and Indian finance has been so prosperous
| that large remissions of taxation were made two or three years ago. j
111t does not, therefore, appear to be consistent with  the facts to affirm, as
L General Strachey does, that India is now placed in an intolerable pogition by
' the continued fall in the value of silver in velation to gold.  No doubt theve
| are difficultios attending the present position, and these difficulties’ may in- | .00
| areage, but they ave not likely fto be by any meaus inguperable. General =
' Strachey’s messure on the other hand, if it alleviated certain existing difficul-
ties, would probably land the conntry in other and greater difficulties.
- If the adoption of a gold standavd of value, ag proposed, was decided
. upon, it eannot be doubted that a still further heavy fall in the value of silver
" would take place, and that India would then stand possessed of, and be ae~
quiring a currency valued far higher than its intrinsic value, and whieh wonld
be incflicient for payments abroad. Such a system. of currency would favour
" imports of merchandige, and discourage export of merchandise, and might so
~ diminish the balance of trade in favour of Tndia that increasing difficulties
| would be experienced in meeting India’s gold obligations. It 18 quite con-
| ceivable that it might so affect the balance of trade as to produce what mizbb
be termed a dead-lock in the Indian Exchinges, inasmuch as the Secretary of
' Btate might be unable to sell his bills on India, at the artificial rate of ex.
change established, to the extent necessary to mect hig expenditure in England,
' The example to which General Strachey alludes of the States of the Latin
. Union, in which silver coins are said to be current at 30 per cent. over their
intrinsic value is hardly analogous, as these States are on a gold standard
basis, and are possessed of sufficient gold to make that standard effective,
' Assuming, as a certainty, that one of the results of the adopfion of
General Strachey’s measure would be a further heavy fall in the valne of
 silver, it would follow that the Indian export trade on which the prosperity
 of the country mainly depends, would be placed under serious disadvantages
in the competition with other silver standard countries, General Strachey’s
measure would maintain a minimum rafe of exchange approximating to 1s. 6d.
per “rupes, but if silver fell to the price that yielded an intrineic exchange
of only ls. 8d, or 1s. per rupee, and othersilver standard countries did not take
 the same action as had been taken by India, but continued to accept silver
freoly as at present, it must be concluded that I ndia, in the profitable produe-
tion for export of the commodities which those countries are also producing
for export, would be seriously prejudiced, :
* . For example, if the people of China and adjacent States obtained 10 or 20
~_per cenb, more silver for their Tea and Rice than the people of .Imhu did, 1t
_ -@;,.,surely'bﬂnnot be dogbted that an jmmense stimulus would be given in those
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conntries to the production of the commuodities referred to, and that their pro-
duction in India wounld be carried on under a great disadvantage. And, if this
would be the case in regard to Tea and Rice, it would be also more or less the

case in regard to, all the other commodities which India exports, for it eannot

be positively affirmed that she has, or will continue to have, the monopoly of

the produetion of any article whish appears in her export list. It is therefore

to be assumed that commereial enterprise in India would be greatly discour-
aged by the existence of a aystem of currency which placed the trade of India
under snch a disadvantage as would result from charging a seigniorage, which
might be 10 or 15 per eent. or more, on her coinage, and which seigniorage

would in fact operate as a duty on all Indian exports, The consequences of
such a state of things can hardly be over-estimated-——instead of an expanding

 trade, there would be a declining trade with falling prices, and if the Govern-

ment snecseded by the operation of General Strachey’s measure in limiting

what 18 called its annual loss on its gold payments, it wonld eertainly suffer
groatly in certain branches of its Revenue, and that probably to a greater
extent than the advantage it had secured in respect of its gold obligations,

In the last 10 years exchange has fallen from 1s. 10d4. per rupes to under
le. 64, per rupee withont, it is believed, causing permanent finaneial embarrags-
ment to the Government. Tngtead of additional taxation having been found
necessary to meet the so-called loss by exohange, remissions of tuxation were
- conceded in 1882 to the extent of about 8 crores of rupees per annum, whils
1§ crores per annum have for some time been especially assigned from the
Revenue for a Famine Reserve. It may reasonably be expected that this
experience of a fulling exchange as regards the past, will be repeated tn some
extent inthe future, and that, if exchange should fall to even 1s. 84, per

rupee, under the present systom of the Mints being open to the free coinage of

silver that Government will receive under several heads of the Revenue, such
a8 Railways, Stamps, Excise, and Balt, very cousiderable compensations as a
set-off for the loss by exchange. e .

General Strachey says it may be freely admitted that it is a very extreme
measure to interfere with an established curreney, and that nothing but ex-
treme urgency ean justify it, The extreme urgency for the change he pro-
poses lies, he affirms, in averting a recourse to what he terms dangerous
measures of additional taxation, It may be urged, however, that General
Strachey is disposed to much exaggerate the objections to additional taxation,
and to ipgnore the circumstance that a  declining exchange, or a fall iu the
value of silver, far more suggests the adoption of additional taxation than the
adoption of some fundamental and farreaching change in the currcney of the
country, the consequences of which for good or evil it is very difficult to fore-
see or determine. On the other hand, it ean hardly he questioned that addi-
tional taxation is amply jusfified and can be imposed without injury to the
community, under such circumstances as result from a fall in the value of the
metal which forms the standard enrrency of the country.

The adoption of General Strachey’s measure would, it is believed, result
in a fall in the Indian prices of commodities, and in the contraction of Indian
exports, and I think such a result must be viewed as being opposed to the

best interests of the country, It appears to me that, but for its gold obliga-

tions, the Government could afford o view the f£all in the value of silver with
equanimity, if not with satisfaction. and the question therefore arises i=Is it
really for the advantage of India, in order to minimise the loss on the Govern~
ment’s gold obligations, to take' what, Goneral Strachey describes as the



exbreme mensute of iuterfering with ber established currency ? I feel buuntl
‘1o answer this question entirely in the negative, and to assert that the ine
tarests of India will be best served by adhering to her present standard, and

i "..--'kaspin.g_'he;. mints open to the coinage of silver without limit, Silver is a

" metal which continues to be hield in almost undiminighed estimation by the
‘vast populations of the East: it is the money of India, and money, in my
opinion, is one of the greatest wants of India, With a silver standard, and
free coinage, India is likely to obtain money to the greatest extent possible ;
. ‘whereas with a gold standard on the basis of an exchange of 1s. 64. per rupee,
'the supply of money, for the rensons I have stated, would probably scon be
| restricted, prices would fall, and there wonld be no hope of any inerease to
‘the already miserably low average of the wages of the population, The re-
| verse of these conditions may, however, be expected by adhering to the silver
_standard, for if silver should continue to fall, as appears estremely probable,
prices and wages will rise, production will increase, and these acting together
 will lead to inereasing commercial developments. The effect of General
Strachey’s meastire would be to hold all these forces in abeyance, and to wlti-
mately tend to producing a decline in all, and commercial retrogression.
General Btrachey puts forward his proposed measure as a legislative mea-

" suye, which, he submits, would meet tie esgential requirements of the Indian

. eurrency, without eausing sensible inconvenience or disturbance of’trade. The
correctneéss of his conclusion eannot, 1 think, be admitted. His measore
appears to be the rosult of giving undue attention to minimising the loss
. arising on the Government’s gold obligations, and to protecting the interest

of Anglo-Indians and the foréign enpitalist with investments in India. But
the interests of such as creditors it is clearly not the duty of India, as the
- debtor, to protect against loss, to her own injury.. People having their capital
in silver must accopt the risk of deprociation in the same way as those who
have capital in land or any other security. Moreover, it may be contended
that, if legislative measures are to he had recourse to with the object of miti-
gating the adverse conditions of the present eifuation, they should bein a
different direction ; that they should ba in the direction of abolishing all
export duties, instead of imposing export duties, which would be the practical
effect of any seigniorage charge on the currency ; that especially the rice duty
should be abolished, and that duties on all itaports should be imposed to such
an extent as the revenue may require to be supplemented to meet the increas-
ing loss by the fall in the exehange. Tmport duties, in addition to the
revenue they would yield, possess the great merit of contributing to increase
the balanoe of trade which India would have annually to receive in bullion,
and in that way to increase the Indian demand for silver, land maintain ifs
erice. - '
) I think it may be affirmed that the general adoption of Bi-metallism
wonld afford a far better solution of the silver- question, as regards India,

than General Strachey’s measare, even although the former might establish a

bigher exchange than the rate of ls. 64. proposed by General Strachey, inag-
‘muoech as general Bi-metallism would result in all silver standard countries

paying the same price for their currency, no ove havingany advantage over
the other. India under such conditions coald, therefore, hope not only to
maintain, but o increase her trade in the commoditics which she has the
capacity to produce. Further, in regard to General Strachey’s measure, it may
be stated that when the exehange fell to ls, 94. per rupee, the position was
congidered ag serions as it now is considered, and if his measure had then been

2 G2



imposed with the object of maintaining an exchauge of 10, 94, it can 'ba
imagined that, with the Tndian currency on such a gold basis, Indian trade

would not have manifested that eélusticity and prosperity which have been its

vharacteristics in recent years. In view of that conelusion it may be assurged

that a measure which now fixed the exchange at a minimum of 15, 64, might be

7;3 unadvisable asthe measureto fix it ata minimum of 1s 94. would have
been, _ ] i | :
In gonclusion I would obssrve that the whole position of Tudia, as a
nation, in regard fo the silver question, may be sfated broadly as follows.
. The foreign trade of India consists of exports of merchandise and imports of
merchandise : the exporte pay not ouly for India's gold obligations abroad,
but for her imports of merchandise as well, and a balance always remains ia
her favour. This balance she takes in silver. If silver is cheap, she gets
more of the metal than she would get if it were notiso cheap, and 1 hold that
_ it is most to her advantage to get more, than less silver. 1It, moreover, ap~
pears obvious that the pressure of the gold payments upon India ae a whole
depends not upon the price of silver, but upon the gold prices realized for the
merchandise exported to meet such gold payments, That the Government is
in the position of receiving its revenue insilver, it may be asserted, does not
affect that, the national, aspect of the question, and 1n my view itis, there~
fore, clearly the duty of Government to meet any financial necessity arising
from a fall in the exchange, either by inereasing taxution or by reducing ex.
penditure, or by both, To atlempt fo meet the difficulty by taking the
" extreme measure of changing the standard of value is, I think, out of the

. question, and I express this view, holding the epinion that the value of silver
will probably yet fall considerably, :
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|| MexoraNDUM BY My, J. Wastrann, CoMPTROLLER AND AUDITOR (GENURAL,

DATED 24T May, 1886.

| In noting upon the subject of (ieneral Strachey’s Memorandum, I shall
.ty to confine myself to the particular guestion he raises without touching
. more general ones, which are equally implied in the discussion. For instance,
. General Strachey assumes what it 1s quite possible that he may have clse-
| where discussed, but what he gives no reagons for in this Memorandum, that
1 # gold standard is per ge, for Todia, preferable to a silver on¢-—a proposition
‘which I consider an extremely doubtful one. I am inclined rather to say
' that greater facility in meeting its home obligations is the oaly interest that
India hasin a gold standard ; and, if a silver standavd iy befter with respeet
' 10 all its other relations and eoncerns, I cannot concede that the question con-
' nected with its home obligations is of such tremevdous tmportance as to overs
. whelm all others.  The fact that we European oflicials, regardiag our con-
" peotion with India as only temporary, look to the gold standard of the coun-

try, wheve we ultimately iotend to live, as preferable, for our own parposes,

'to the silver standard ol the country where we sarn our living, is somewhat
~ . \apt to increase in our eyes the importance of remittance from Iodia to Eug-
land. But if we meant to stay In India all our lives, and our children aftor
4 us, as the infinite majority of people dwelling in India 'do, T doubt if we
“would look upen a munifestly appreciating standard as more desirable  than
“one which has been fairly steady in the past, so far as absolute value ean be
-~ “measnred, and which, if anything, is likely to depreciate in future, that is, to
lead to a general ricing of prices and of wages. I believe that the introdue-
©tion of an appreciating gold standard into India, by its dircet operation in

 reducing ouar revenues, would in all probability lead the Government into

. much greater difficnlties than any arising out of the exchange qnestion,

©  However, the immediate question I wish to take up is rather what the

. precise effects wonld be of the proposal made by General Strachey, than

whather these effects are in themselves desirable or the reverse ; and here I

’ thmk that General Strachey in his Memorandum  confines his attention too
‘exclusively to the iinmediate effeet of his proposal upon the rafe of remittance

and does not sufficiently take into consideration the effect of the new condix

. tions upon trade generally. and upon the amownt of remittances which the

gtate of trade makes available. ;
‘Taking the three parties cdoncerned in the matter, namely, India as a

" nution on the one side and Fingland on the other, with the Government (av

the Secretary of State) intervening betweon them, their relations may he
thus deseribed.  India has a certain amount of merchandise for export, and

' is also under an obligation to pay to the Government of India, in the form of

taxes, an amount of silver which represents the necessary payments of the

i Secretary of State. On the other hand, she wants a certuin amount" of 1m-

; 'gﬁfﬁe&_‘merchundiise and a certain amount of silver. The actual routine of

usiness is as follows i g
' She exports her spare produce, and receives in return therefor—
(1) the value of her requirement of imports in the form of Lills

payable in England in gold

-




(2) her requirement of silver, in silver bullion ;

(3) debts due by the Secretary of State and _'payable.-in India in

gilver, ! ;
Of these receipts, she exchanges No, (1) against the imports she requires,
and No. (3) against her obligation to pay the taxes above described. '-
Now, suppose thut the value of gold as measured in gilver and other goods
becomes enhanced, S0 fav as operation No, (1) is-concerned, the exchange
between imports and exports will remain the same in quantity, thongh the
intermediate stage, the expression of the eommon valwe in bills payable in
gold, will be smaller.  As regards operation No, (2), Indin will also get the
same quantity of silver for the same quantity of exports, But as regards
operation No. (8), the debts are greater in value and’ India roust export
more—that is, she must press her exports in order to make up the requisite

amount, She might indeed, by putting a tax on imports, put an obstacle in

the way of operation No, (1), and thus drive a larger amount of her esports
into channel No. (8) ; but leaving an import duty out 6f account, the ohject
can he accomplisbed only by her becoming able, either by cheaper methods of
produetion, or by a change in the rate of exchange, which will give her more
silver for ‘the same price paid by the consumer, to increase the amount of

her exports, aud by consequence the amount to be paid to her in all three

formg put together,
~ Now this cheapening of the exports of India, so far as the consymer 18
congerned, ocours, ¢pso facto, by the mere vise of the value of gold, and we

may, therefore, after such a rise, expect the exporfs naturally to increase

enough to give rise to the necessary demand for the purchase of the additional
“amount vt debts due by the Secvetary of State. This effect may not imme-
dintely reveal itself in the case of a fall in the value of silver, because the Fall
ot silver has, firgt of all, to he translated into a rise, with reforence to commo=
dities generally, of the value of gold ; but this is the forw in which the com-
pensation does come, and it is the form in which, daring the last ten years, it
* hag continually been coming. i _ B

But now suppose that the Government decrees that, as all the silver coming
to be paid in exchange for exports in the course of operations No, (8) and No.
(8) has to pass through its hands, it will take away a part of it, and pass out to
the exporter only the remainder. There is now an obstacle in the way of
operations (2) and (8), and since Government appropriates part of the pajy-
ment made through these operations, but on the assumption of there being no
import duty appropriates no part of the payment made through operaticn No.
(1), commerce will be more and more driven infto that channel, and imports
svill be incrensed. Moreover, as the value of exports is, to begin with, greater
than that of imports, the necessary result of their being driven into exchange
with each other will be that the iraports will tend to enhance still more in price
than in quantity, and exports on the contrary will diminish still more in price
than in quantity ; thereby still forther dimivishing the balance of irade
which has to seek payment through operations (2) and (3).

But still another effect will follow, Hxperience shows us that the im-
portation of a cortain quantity of silver, through operation No. (2), has been
accompanied by comparative stability of prices in Iadia ; and it follows that
the cessation of that importation will divectly lead to a fall of prices. And a
fall of prices operates to discourage production, and consequently to diminish
oxports, especially when, as in the case supposed, it is carefully prevented



 from reaching the consumer, and inflaencing bim towards increase of consnmps|
| ‘tion. | So that not only the primary ' but also the secondary tendency of the
| proposed operation is a reduction of exports. And a diminution of exports
0 bag serious eonsequences, not only to the nasion itself as a trading nabion, bus
| to the accounts of Grovernment directly through its relation fo railways,
' Tk seerns to me, therefore, thut the result of General Strachey’s proposal
" will beto ereate oven greater diffieulties than at present exist in the supply of
‘the Secratary of State with remittances. ‘Uhat supply requires, for ifs con-
* dition, the existence of a certain balance of trade; and the proposed method
' goes directly to divainish that balaned of trade. In fact, General Strachey
. argues throughout as if the only competition with Secretary of State’s bills -
. wae that of silver offering’ in London, and he finds, therefore, that the imposi.
" tion of an artificial burden upon that eommeres in silver necessarily results
. in an advantage to bills,  But the fruth is, that there is a third ecompetifion. «
. for fhe exports, namely, the merchant who tenders to India an equivalent in
" imports ; and as his operations are unaflected by the artificial enbancement of
. the price of silver in India, be will merely stépin to occupy the ground
. vacated by the Seoretary of State and the tenderer of silver. And India, as
'a whole, instead of getting for her present amount of expoxts both her present
 amount of imporfied merchandise and her present. amount of imported silver,
and the diseharge of some 14 or 15 millions of sterling obligations, will find
that her production of exports falls off, and that the accouni of what she
' receives in return for them is only a little bigger in the matter of imported
" merchandise, and is miserably sioaller under the two other heads,
" I would point out in eonclusion that it follows from my sarguwment, if it
 is a oorrect one, that part at least of the remedy for present diflienlties is %o
. be found in the imaposition of an import duty. The partof the exporis of
' India which ig paid for through what [ have called operation No. (1) is much
larger than the other two parts put together, The effect of an import duty
. will bo to diminish this first part of the exports, by driving over a certain
| guantity into channels Nos, (2) and (8) ; and even a small proportional de=
| avease in this first part may cause, by its transference, a comparatively large
. proportionsl increase in the amount that gives rise to the dewand for silver
_ and for Secrotary of State’s bills.




XLVI.

MemoraNouMm BY MR, D. BArsoun, SucRmvARy wo TtHE GOVERNMERZ o
INpra, DepsromeNt of FINancs AND CoMMIROR, DATED Ity JuNg,
1886, ' :

. Lieutenant-General Strachey proposes to alter the monetary standard
- of India from silver to gold, retaining, however, a silver currency, _ ,
A change of standard is at any time and in any country @ very serious

question ; and a change to a gold stundard involves special risks at, the present
moment, when gold prices have largely fallen and when there is veagon to fear
they may continue to fall, : :

The objections to an over~valued metallic ourrency are of special foreein

« country like Tndia, which differs widely in its economic and ‘politieal condi-

tions from Earopean countries. S ) L

_ It is therefore incumbent on the Government of India to examine closely
the grounds on which Lieutenant-General Strachey propuses so great a

¢hange. : ‘ . )

E.g The ultimate canse of the evil which Licutenant-General Strachey’s

. proposal is intended to remove ix the iastability of the relative valae of gold

and silver, the tendeacy being for silver to fall and gold to rise, ' j

The evils which are caused by the instability in the relative value of gold
and silver, and by the continnous rise in the relative value of gold, are the |
following, co far as regards India : = il e

(1) The Government of India, having obligations payable in gald and
: a vevenue payable in silver, finds it necessary to pay away an
increasing namber of rapees to meet its gold obligations.
(2) European officers of the Government of Indis suffer froma some~
what gimilar cause. _ (et y
(3) The fluctuations in the relative value of gold and silver add to the
ancertainties of commerce between Indin and couvtries with a
gold standard. _ e
(4) The continuous fall in the value of silver relatively to gold impedes
the flow of capital from countries with;a gold standard to
countries with a silver standard.

8. T shall notice, in the first place, the last three of the evils enumerated
in the preceding piragraph ; but before doing so, I wish to call spacial attens
tion to a fact which is of the utmost importance in conneetion with the
question of a change from a silver %o a gold standard .

Simultaneously with the fall in the relative value of silver, tliere has been
a heavy fall in the gold prices of sommodities, while the silver prices of com-
modities have remained much closer to the same level. It is nov neceseary to
spoenlate on the causes of this fall, It will be sulficient for our purpoges to
vecollect that there has been a fall in gold prices and thal silver prices have
r emained much nearer their old level. :

Thug, though it is quite correct to say that silver has fallen relatively to
gold, it would be equally correct, and it would obviate some very erroneous

impressions if we mecustomed ourselyes to say that gold had risen relatively
. to silver, - ;



';I'_:d_i:-r.,';A_S"f'l‘:egjél'_l.‘ds.'ﬁh_e Eurbpean:bfﬁﬁef&’ﬁf Government serving in India, it
| # A wyiter in the Statist of 20th Pebruary last

maybe observed that they get

| gstimates that the saving in Bngland from fall in some compensation® for the fall

g . prices is as follows i~ ) . in the relative value of gilver by

R R ki, s she lowerg of prices in Epgland;
L 100 per Hrge : tEidage il that they cannot expect to be |
Bl e eo ! ditte), ! Ny O;:_ entirely relieved from the eifects

| P Tt B R E R S )4 of that depression which bas in

. ho actimate is, avowedly, a very rough ene, various ways affected many of

) 'and there ig no gaving inthe cost of education, their conntrymen in England to’
' 'whigh is ‘the chief burden on Anglo-lndim; % o J

an extent which is equally serious;
and that, even 1f the fall in exe

|| offioiale, ) il
| change should lead to additional expenditure by Government in conneetion

. with them, the total amount will not be very great.
0 The Auctuation in the relative value of the two metals adds to the un-

certainbies of commerea ; but this evil cannot be very injurious to India, as
her commerce has grown far more rapidly during the period that this disturb-

' ing couse has been at work than at any previous time, Siiver prices  have
. besn maintained at about their former level while gold prices have

~been fallivg, and so far as regards trade and commerce, the countries with a
‘gold standard seem to have suffered most. -

Wi 0 'Nor is the difficulty connected with the cheek ou the flow of ecupital

towards silver countries one of vital importance. Although countries with
a silver standard have 1o accept the risk of borrewing in gold, yet they get
gome compensation in the form of lower interest, and, as a rule, it is optional

‘wwith them to borrow or not, so that they are not abselutely  hound to ‘eon=

Ctract gold liabilities, :
BNy _Dol'ﬁki-lng then to the evils which have been enumerated under heads
1 (2), (8) ,I_'a.ud__ (4) 1n paragraph %, there are not sufficient grounds to justify

' the attoration of the staudard in a vast empire like India, and especially the

adoption of what appears to be an appreeiating standard ; still less is there
. sufficient ground for having recourse to a gold standard with an overvalued
. gilver currency. : ! S X
| If there is sufficient justification for the proposed change, it must be
looked for in the increasing burden which is thrown on Indian finance owing
to obligations having been already incurted in gold, and ewing to the special
political difficulties which lie in the way of imposing additional taxation to
‘meet the additional burden. : :
* 1In dealing with this aspect of the question, the first step iy to ascertain
what the additional loss really is. '
B, It is sometimes said that the loss to Government s the amount shown
ag exchange in the public accounts, and consequently that the loss to Govern-
Toent was estimated at Rs. 4,83,76,000 for 1886-87 ; but this belief is not

! gorrect, and the loss to Government is not, 1 any sense of the term,
80 much as is supposed.

1 will take in the first place an extreme case~~that of an officer who
‘yecdives in England the equivalent in sterling of & pension of, say, Rs, 5,000,
~ fixed in rupess.  When exchange is two shillings per rupee, the officer receives
. £500 sterling, and nothing is shown in the aceonnuts on account of exchange ;

| —when the exchange is 1s, 64. per rupee, the ofiicer receives £376 sterling,

i and £125 (veally Rs. 1,250) is shown as exchange.

i
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In the latter cuse, it would be comﬁaohly gaid (hat Grovernment had lost *

Rs. 1,250 by exchange ; but ghere has really been no loss to Government, the

paymeut in each case having been the exact sterling equivalent of R, 6,000
at the exchange of the day, b -

. A similar remark applies to all leave allowances fixed in"rupees but pay-

able in Kogland, unless in certain cages wheu there is a masimum or minimum

fixed in steiling. ' '
Again, if the Government incurred debt on the 81st of March to the amount

of £6,000,000 sterling bearing interest at the rate of 3 per cent. per annuin,

the charge for interest would be entured in the accounts at £180,000, and

there would ba an entry of exchange at £60,000 (really Re. 6,00,000) if the

rate of exchange during the year were 1y, 6d. per rupee, aud this sum of

Rs. 6,00,000 would be commonly spoken of as loss by exchange; in reality

 there is no such loss. The Government has horrowed £6,000,000 sterling,
equal to 8 orores of rupees, and pays as interest £130,000 sterling equal to

24, lakhs of rupees. |
But if the Government borrowed money when the rate of ezchange was

1+, 84. per rupee, and if the rate should’ afterwards fall to 1. 6., there would

be & loss, which, however, should be measured, not by the difference between

" an exchange of 1s. 64, and 24, per rupee, but by the difference between 1s, 6d.,

mil -18. 80’.

Thus, if £10,000,000 sterling is borrowed at 4 per cent, per annum when
the rate of exchange is 1s. 8d., the interest chargeis £400,000 sterling and
the exchange is Ke, 8,00,000 : as soon as the rupee falls to ls, 64., the
_exchange becoraes Re, 18,883,000, and the real loss from the fall in the gold

value of the rupee is the difference hetween Rs. 13,33,000 and Rs, 8,00,000,

or Re. 5,88,000. o take the figure of exchange sutered in the accounts as
the real loss to Government involvee in this case an error of no less than
Rs. 8,00,000. In fact, the figures entered in the public accounts under the
head ¢ Exchange’ are merely the numbers which must be added to the figures
vepresenting gold payments in order to get figures which represent the value
of these payments estimated in silver, and they are not, and do not purport
to be, the figures of the resl loss fo Government due to the fall in the

relative value of the rupee. el
Moreover, the Government can borraw in gold at a lower rate of interest

thau it can borrow in silver, and the rate of exchange must fall considerably

helow the rate of the time of borrowing before the real loss by exchange
balances the gain from borrowing in gold rather than in silver. The
Government in such cases deliberately balances the gain in rate of inferest
against a certain amount of loss owing to the fall in the value of the rupee,
and takes the risk, ;

7. The argument which I have applied to the nominal loss by eschange
in the case of borrowing applies with equal force to contracts made with
Railway Companies. The real loss ic not to be measured by the difference
‘between the exchange of the day and an exchange of Re. 1==2 shillings, but
by the difference between the rate of exchange of the day and the rate of
exchange of the time when the contract was made with the Railway
Company.

Nor do I think that in the case of expenditure for the purchase of stores,
ee should take into aecount any loss by exchange. The Government knows
what the gold price is when it decides to purchase a certain commodity, and
it knows what the rate of exehange is, and consequently it knows the amount



. of rupees it will have to give ; and it gets the commodity for the price in
‘rupees which it knew it would have to pay. 1 it does not like the price, it
‘need not purchase the article, No doubt, it the rate of exchange were 9

- shillings pér rapee and ¢ke gold price of the commodily did not aller, Govern=
ment would pay fower rupees than when the rate of exchange was 1s. 6d. per

‘xapee, But I do not see how in snch cases we can fairly omit to consider the

. gain due to the fall in the gold prices of comamodities, and yot treat as loss

. the fall in the gold price of silver. - _

. As a matter of fact, the gold priees of commodities have fallen more than

exchange has fallen, and CGovernment now gets English stores for fewer

ripees than it nsed to pay when the rate of éxchange was 2. the rupee.  The

Director General of State Railways has kindly furnished me with figares

. whigh illustrate this portion of the case, but 1 shall quote ouly a single

instance, and that by no means the most remarkable. In 1872 a ton of iron
irders, of a certain clags cost the Government of India £17-10 in England ;
in 1885 the cost was only £10.5,

'8, I have mentioned the facts stated in the preceding paragraphs simply
 with a view to indicating the real dimensicns and nature of the burden im-
posed on the Government of India by the continuons fall in the rate of ex-
change, and not with any intention of making light of that burden, or of
attempting to prove that no special offorts need be made to find a remedy.
Kiven after every item of fictitious loss has been deducted and every allowance
made for the fall in Hoglish prices, the magnitude of the burden is of a very

. serious character. When a large and sudden fall takes plage, the finances are

temporarily disorgaunised, and if a heavy fall occurred at a time when the
finanoes were soviously strained from other causes, the financial diffieulties
. that would arise might prove a source of positive danger,

9, The growth of the Indian revenue since the fall in exchange began
has been very gveaf, and such as nobody could have anticipated ; but it must

necessarily be a matter of doubt whether the next ten years will be marked

+ by equal financial progress, and the recent sudden and heavy fall in ex-

‘¢hange has come upon us while the finances were being sevorely taxed to
carry out a system of famine and frontier railways, and at a ftime when
the dofence of the empire demanded an increase of military expenditure.
But great as gur present difficulties ave, 1 fhink that, in the absence of other
adverse influences, they can be surmounted by effecting reductions of ex-
penditure, by deferring improvements in the administration, and, if necessary,
by taxation of a character to which there are no insuperable objections on

- political grounds, at leust so far as India is concernod, In 1882 the Govern-
ment remitted taxation to the amount of 800 lakbs; no portion of this tax-
ation has since been reimposed, and the political objections to reimposing it
derive their force rather from public feeling in England than from publie feels
mg in India; nobody can wish to see the salt duty raised, and the reimposi-

tion of bhe import duties is open to many objections ; but this taxation eould:

be imposed without causing any strain worth cousidering on the goodwill of
the Tndian population, and if Her Majesty’s Government leaves India to
- struggle with the exchange question as she best may, India should he allowed
gome latibude in selecting those forms of taxation which are least obnoxious to
the Indian people. Xven if the Government of India were to impose
additional taxation to the extent of &1 croves of rupees, the total taxation of
the country wou!d be no heavier than it was in 1881-82, and 1881-82 was a

. _year of remarkable prosperity, India has undoubtedly before her a period of



severe finangial pressure, owing to the fall in the relative value of the rupee,
but, the difficulbies to be engountered can, so far as it is now possible to foresee
them, be meb by economy and taxation. 1If, however, war, famine, or a great
fall in the opium revenue should oceur before our immediate difficulties had
been = sormounted, the gravity of the = position would be imensely
ageravated, - ; ' L
After all, my contention comes to no more than this, that the difficulties
whieh lie immediately before us ¢an be surmounted by ordinary financial
measures, though such measures may requirs the country to make great
gacrifices and postpone important improvements, We are not driven by a

force which we cannot control to adopt heroio remedies or try dangerous =

“experiments,

10, Lieutenant-(General | Strachey’s prnposall is intended to guard tli".
Government against the effects of a full ip the ,value of silver relatively to

" igold, such fall being due either to a risein gold or a fall in silver ; and his
method of effecting his purpose is by a manipulation of the Indian currency,

Now, as has alveady been shown, ' the loss to India from the relative fall of |
silver avises  from the fact that India lias in past years engaged to pay awa
every year in England a certain amwount of gold. India ean only obtain this
‘gold by offering in eschange .fo'r it the produce which she exports, IE the
- gold prices of her exports are bigh, a less quantity will purchage the neces-
“sary amount of gold ; if the gold prices are low, she will require to give a
larger quantity. The loss or gain therefore to India, as distinguished frorn
the Government of India, in respect of Ler permanent sold obligations depends
eﬁtirely on the gold prices which she can obtain for her exports, No
manipulation of the Indian currency can possibly affect the gold .pricas of
Indian exports, and therefore General Strachey’s }u:opoeal could in no case
give any relief to Tudia as a eountry, whatever effect it might have on the
financia! position of Government, Just as much as Government guined, just
‘80 much must the Indian people lose. | _
11, Lieutenaut-General Strachey’s scheme is essentially a proposal to
charge a varying seigniorage on the coinage of rapees in such manner that
the cogt of a rupee to the tenderer of silver for coinage would be % of a pound
sterling, assuminyg that the rate of exchange to be maintained was 1s. 64, per
rupes, LR 4 LA
At present the riapee contains 16;:1 eoraing  of five silver. ' Undel_' the pro-
posed sehome, it would still gontain .th: same amount of ﬁ:}e silver H but i.f' the
rapee fell relatively to gold—and this 1s the one regult against w.h.mh.- Liente-
nant-General Strachey wishes to guard, and his proposal is unnesessary n_nless
the rupee is about to fall—it would cost more than 166 grains of fine silver,
beaause the tenderer of silver for eoinage would ba required to tender, nob
merely 165 groins of fine silver for eaol: rupee, but a certain amount of ga]&
as geigniorage. Lt us then assume that silver fell relatively to gold to ruch
extent that 1t required 165 grains of fine _sxlver plus an amount of ,t.:qid worth
33 grains of gilver to obtain a rupee, or in other worde that it required 193
vains of silver to purchase one rupee, and trace what thf,- effer.:_t,s_ would be.
1 shall show, bereafter, that it would probably be found impossible for some
years to maintain the rupee at ls. 64.; but ?or the sake of argument it will
be assumed that the measures proposed by Lieutenant-(General Strachey have
been adopted, and that the exchange is therehy maintained at ls. €4, per

~ Tnpee.



i Therevanupaf Gov’emméﬁﬁ fmour purposes may be divid éd_ ir.ll'to. two

i cjggaes.-  There ig the revenue which is fixed for ever, or for a long period, at

" 80 many rupees, and there is the revenus which is the result of bariaining. '

| 'The permanently settled revenne is a perfect example of the one clase, and the

' price paid for Bengal opium of the other class. If the revenue has been fixed
| permanently at g0 many rupeéd, each containing 165 grains of silver, and we

' say that in future the rupees must, practically, contain 198 grains of silver, |
we simply say indivectly that everybody swho has hitherto paid Re. 1 to

. Glovernment on sccount of permanently settled revenue shall in future be

' required to pay Re. 13, The burden of the permanently settled land revenue

svould be inereased by 20 per cent, and the burden of all Jand revenune settled

. for a period would be similarly increased until the cloge of that period.

| But as regards all revenue which is the subject of bargaining, the result
' would be different. Let us take the case of Bengal opium, whieh is sold to
* the highest bidder and is bought mainly for the China market. Chiva is

willing at present to give, say, Bs. 1,200 for a chest of this opium, but it is
. op the understanding that the rupee contains 165 grains of silver; in other
' words, China 1s willing to give 198,000 graing of silver for a chest of opinm.
(| 1f you say that the rupee shall be equal to 198 grains of silver instead of 185
graing of silver, you will not theveby induce the Chinawan to give more than

. 198,000 graios of silver. The only resnlt will be that you will get 1,000 of

 the higher rupees instead of 1,200 of the lower rupees,
" Consider, again, the case of Mualwa opiom, on which a fixed daty of
‘Rs. 650 per chest is charged,  If the rupee is to be of the value of 198 grains
. of pure silver and not of 165 grains, this fixed duty is practically raised by 20
* per cent, and becomes equivalent to a charge of Res. 780 of our present rupees.

L . But Malwa opium could rot at present bear a charge of this amount, and it
| would be necessary, instead of eharging Re, 650 of the new rupees per chest,

. to reduce the duty to Rs, 542 of the new rupees.

' In the adminstration of the Excise Department the Government of India
 attempts to raise the maximum revenue without either encouraging consump-
_ tion or giving rise to serious smuggling. '

. The maximum revenue is in this case the maximum amount of silver that
~can he obtained in exchange for cerfain privileges, and we shall get the same

. amount; of silver whether we coin it into many or fow rupees. The amount of

" silver that the public will. give depends on the public, and it is the same to

' ‘them whether they give us so many pieces of metal each of the value of 185

‘grains of fine silver, or a fewer number of pieces of metal each of the value of
198 grains, . In the case of the export duty on rice, of the Salt revenue, of
‘the Post Office, Telegraph and Railway and Irvigation receipts, the adoption
of Licutenant-General Strachey’s proposal would simply amount to inereasing
the gharge we now make by 20 per cent,~-a course which is equally open to
Geovernment at present without having recourse teo the extreme measure of
altering the standard. :

13, The expenditure, like the revenue, may be divided into two clagseg=—
‘expenditure permanently fixed in rupees for a number of years, and expen-
" diture which is the result of bargaining from year to year. In the former
 category would be included all Inberest on debt, and all Pensions, and Salavies,
 ‘Asgignments, Compensations, and the like,

' For the present we are concerned only with the portion of this expenditure,
~ which is payable in silver.



1f we altered the value of the rupee from 165 graios of fine’ silver to 194
graing of fine silver, we should increass the burden on the tax-payer in respect
of all public expenditure fixed for a term of years by 20 per ecnt, because the
nuuber of rupees o he paid away wouald {a unchanged, while each rupee
Wt)li'l(.l be cne-fifth more valnable than before, The net charce for interest |
on silver debt of all kindsin 1886-87is Rs. 4,18,52,000. The increased
!o_nrdan on that amount would be Rs, 88,70,000 in our pregent currency ; the
inereased burden on the tax-payer to meet the expenditure on Assignments
and Compensations and Territorial and Politieal Pensions would bes about
Rs. 80,00,000, while the increase on Civil, Military, and Public Works sala-
ries payable in rupees would be simply enormous, The aggregate of these
salaries exceeds 213 crores annually at present, acd the additional charge
would be Rs. 4,36,00,000 ; of which, however, a portion might be recovered
by reducing salaries.  The additional charge for Opinm also would be about
Re. 40,00,000 a year though possibly a corresponding reduction eoald be made
in time, and at the cost of much discontent, All these extra payments, as well
as obhers which I have not enumerated, would have to be taken from the taxe
payer in one form or another ; and the tax-payer wonld pay not merely any
futuve lose, due to exchange falling below 1s. 6., on the gold obligations of
the Government of India, but an increase on all the permanent silver liatili-
ties of Government of exactly the same magnitude. . :
14, The facts of recent years show that the silver standard is well snited

for India in every respeet, except in so far as she has incuried gold obliga-
tions ; and, Bave a8 regards'this matter of permanent gold obligations, 1ndia
with her silver standard appeas to me to bhe much better off than those
countries which have got a gold standard, ' i

I cannot therefore find sufficient justification for Lientenant-General
Strachey’s proposal, unless it be held that a forther fall in exchange wounld be
immediately followed by a corresponding rise in silver prices of all eornmodi-
ties iu India of at least an equivalent amount. Of this there is no proof, aud
in my judgment no likelihood. The fall in exchange has hitherto been
followed by a fall in gold prices, not by a rise in silver ones, TR

15. In the preseding remarks I have dealt with the effects of the proposed
change on the public finances, and on all persons who had to pay money to,
or receive money from, Governmeunt. Buf the effects of the change wonld
extend far beyond this avea. All contracts made in the past would be equally
affected by it, and the burden of all contract payments; as well as of all pay«
ments which, though not fixed by vontract, are determined by custom rather
than hargaining, would be inoreased by 20 per cent. Take the case of a Tea
Planter. He *wounld receive for hig produce exported to Kurope one-sixth
fewer rupees than he wonld otherwise have done, But he would have 6o pay
away just as many rupees as before on account of any money he had borrowed,
on account of his land vovenue, and, for a considerable ime at any rate, the
game amount of rupees on account of wages, fixed salaries, and rent. ;

Until prices and wages had adjusted themselves to the new state of
affairs, the effect on the tea industry would be the same as a heayy
export duty of probably mot less than 10 or 12 per cemt, and the pro-
cess of adjustment would involve ruin to the present race of tea planteis,
unlesg simultaneously there should oecur a corresponding increase In the
quantity of silver exchangeable for tea. There has nob been any such
increase in the past, and there is no reason to anticipate it in the future.



R 16. The simple facts of the case .aré,’ 'tha.t-'t;he Government of India has

. contracted permanent obligations which eompel it to provide some 14 mjllions

‘sterling in gold every year, that the gold prices of Indian products have

i fallen, that it econsequently takes a larger quantity of Indian products to

' buy the neeessary ameunt of gold every year, and that Indin as a country
cannot; receive sny benefit in tﬁa matter unless the gold prices of her
. commodities should rise, or ghe should be able to produce them more cheaply.
. Tdeutenant-Geoeral Strachey’s plan would not raise the gold prices of Indian
commodities, and so far from enabling them fto be produced more cheaply,
. might very seriously, and perhaps digastrously, hamper and elog Indian
industry. : -

1t lty be said that the scheme 1is not intended to benefit India but only
to save the Government from financial ditficulties, I would reply that
- it 1g diffienlt to separate the interests of India from those of the Goyvernment
. of India, and that the fact of the Government of India placing itself in a
~ position in which it has to find, at an increasing cost, £14,000,000 sterling

® year, appears to me a very insufficient justification for interfering by an
arbitrary act with all Indian contracts, public and private, in the hope
that the Government of India, as the result of the distaurbance of all its
contracts involving the receipt and payment of rupees, would reap a net
advantage which would cover the loss on its gold obligations.

1 do not know what the aggregate yearly amount of the contracts that
would be interfered with may be, but it 18 immeasurably greater than the
amonnt of the fixed gold obligations of the Governmenf of India.

/. It is oue of the canong of taxation that the amount received by the
Government ehould be as nearly as possible the amount taken from  the
. pockets of the tax-payer, but the form of taxation now being covsidered
involves not merely indefinite and arbitrary taxation, but an unnecessary
. increase of expenditure, a vyiolent interference with all contracts, and a
. disastrous dislocation of industry. It is ditfcult to believe that any such
measure could permanently improve the financial pogition of Government,
while it would certainly be injurious to the country, |
. 17, The effocts of introducing Lieutenant-General Strachey’s schome may
_ be illustrated by assuming that it had been adopted when the rupee was
- ‘equal to two shillings, that it had been successful in maintaining the rupee
' ab two shillings and considering what our present position would have been.
I will also assume, for facility of caleulation; that the subsequent fall in
. exchange was only to ls. 6. the rupes. - \
- In the case assumed, and which is very wuearly what has actually hap~
pened, the value of the rupee would have been raised from 165 groing of fine
silver to 220 graing, and every tax-payer whoge revenue was fixed at =0 many

rupees wonld now have been paying to CGovernment exactly one-third more

than he actually pays. The burden of all permanently seftled land revenue
would have been increased by exactly one-third, as well as of all land revenue
which had been fixed for a long period. The burden of the present salt duty
~ of Rs, 2 per maund would have been really Rs. 2-10% per maund, the price of
- Bengal opium would be Rs. 900 per chest in the new rupees, while the burden
of the Malwa opium export duty would have been Rs. 866 per chest but for
- the faot that we should long ago have been forced to reduce it, The export
duty on rice would be four annas instead of three, and the tribute payable
by Native Btates would have been enhanced hy 83 per cent. At present the
Fost Office, the State and Guaranteed Railways, and the Irrigation Departe
nent charge fixed sums for rendering certain services ; if the rupee had been
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atificially kept ¢ i1l these charg, otinally the
same, would teaf.ly, have been increased by 88 per cent if the Talling off a4
revenue had not necessitated a reduction, AT R G e

at two. ehillings, all these charges, though mominally the =

On the expenditure side of the acconnt we-shodl‘d have been }Say,iri.g':- away T

the following extra sums, measnred in existing rupees, besides other amounts
which T have not taken the trouble to caleulate : ek b i A :
bl Ra.

Estra burden on aceount of Interest & 0 0 4 e v 1540,00,0000 0 Gl

Exiva burden on account of Assignments, Compensations, and : LY
l.)ﬁnlsionﬁ Pilid in hldi?i. atl R . A . " (] 1#1.0‘001000'

_Extra burden on account of fixed Salaries i ¢ . . 7.25,00,000

e T B

Toran . 9,75,00,000

' This enormons sum of 9% crores, and more, must have been taken every
year from the tax-payer, and generally would bave been taken from the tax-
payer whoss tax was fixed, and who had the best right to assume his tax
would not be raised. i 4 _ ' i
' And while this sum would lave been paid away unnecessarily every
year, the couniry, as distinguishied from the Government, would not have
been saved one rupes on the real cost of her gold obligations, beeause the
gold prices of Indian produets wouald not have been aifected, while “there
 would have been a disturhance of all private contracts to the extent 'of
" 95 per cent, and a fall of 25 per cent in the rupee price of Indian products,
This disturbance of ¢ontracts and fall in pricos must have had a disastrons
effect on Indian industry, and would have greatly favoured the competition
of pountries with a silver standard, The gain of the various Native Btates
interlaced with British ‘territory and still maintaining a sound metallic
standard would have heen very great. S _ ' : i
8o vast a disturbanee of the economic condition of India would have very
materially increased the difficulties of governing the eountry. The gain of
Government in the form of seigniorage would, from the reasons stated herge
after in paragraph 19, be of no congiderable importance, AR
1 18. The fignres which 1 have given as illustrating what would have been
the effect of establishing a gold standard in India when the rupee was equal
to two shillings will give pome idea of whati the effect has leen in lingland
of maintaining the gold standard under the altered conditions of wmodern
times. Mngland, forbunately for hevself, has been, so far, better able to
stand the disturbance than lndia would bave been, and she gets some
gompensation owing to the fact that large sums are payable to her yearly in’
gold by foreign nations. : - '

. The Government of India has contracted gold obligations amounting to
about 14 millions sterling yearly, and the extra cost in rupees of meeting
this obligation is shown sepurately in the Indian accounts and falls in the
fivst instance on Government ; it has therefore attructed attention, but the
yearly gold payments of fngland on account of her debt alone amount to 28
millione sterling, or twice the total gold cbligations of India. The English

_tax~payer raises that sum by the sale of finglish produce, and owing to the
fall in gold prices he suffers a loss in this ifem ulone fully twice as great as
the total loss by exchange that falls on the Government of India, and ulti-
mately on the people of India, ‘thgugh he gains as compared with the Indiau
{ax=payer in so far as the money is not taken out of the country, :
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| So much of that loss as is due to the f£all in prices caused by greater

efficieney of labour and improved means of production is nominal, but the

i very same eange reduces the logs in the oase of India, a portion of the fall

. in gold price, for example, being covered by the cheaper cost of transit from
the interior of India to England. I mention these facts to show that

India is not the only country that loses by the fall in gold prices, The loss,

. of countries with a gold standard is immeasurably greater, though, as it can-
‘not be sliown in separate figures in the public accounts, it attracts less atten-
tion,  Por Tndia to adopt the appreciating gold standard with a view of
avoiding loss by exchange would he to pass out of the smoke inbo the
‘19, There are also some minor points which deserve notice. :
| The cloging of the last great mint whioh is open to the free coinage
. of silver woald probably have disastrous effect on the market price of silver,
" and would thereby tend to aggravate existing diffienltics, We know how

_ sensitive the silver market is, and the effect of the annomncement that the

Indian mints were to be olosed to the free cvinage of silver might lead to a

* panie, It is quite possible that the divergence between the intrinsic and
the nominal value of the rupee might bacome so great as to make it difficult
. to maintain the artificially appreciated currency,
; 20, 1 also donbt very much if the exchange value of the rupee could for
' gome years be maintained at ls, 6d., or at any other rate that might be
choeen as being the market rate of the day. Large quantities of rupees are
coined every year, but all the rupees that are coined at the Indian mints are

" not added to the active currency of India. Every year rupees are melted down
. to make silver ornaments, are hoarded in the form of coin, or strung together

" and used as ornaments, or exported to foreign countries or Native Btates,
Good authorities have held that the amonat of rupees in the active ecircula-
| tion does not exceed one-fifth or one-sixth of the ftotal amount of silver in
India, and of the amount held outside the active circulation a very consider=
" able proportion is held in the form of rupees fit for ecirculation. The net
yearly addition to the active currency isin my opinion very much less than
- 18 commonly supposed, and when a heavy seigniorage began to be charged,
'not a single rupee would be coined at the Mint that was not required to

‘replenish the active curreney. It is probable that the total amount required

'lf)dr-l this purpose would not exceed 14 croves yearly, and it might prove to
be less.
| Aund for a long time any necessary additions to the active currency would

‘be met by rupees flowing back from Foreign and Native States, and by the
bringing forth of long hoarded rupecs.

. The Indian peasant may be content to hoard rupeesso long as their
intrinsic and their nominal value do not greatly differ, but when he finds tha
- he could purchase for his rupee a considerably larger quantity of silver than

that contained in the rupee, his tendency would be to part with the coin and
. substitute the uncoined metal. ; Al

If the indispensable additions to the active currency of British India be
 as small asg thera is every reason to bel ieve them to be, these addnin'ns could
for a long series of years be met by rupees flowing bacl{ from foreign and
Native States and brought forth from hoards to be exehanged for uncoined
silver, During all this time there would be no silver offered for coinage
ab the Indian mints ; and as the Secretary of State would have to sell his
 bills for what they would feteh, there would be no guarantee that he would

W
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. Maxvrs sy Howoumantr Srm Avekravp Corvi oy GENERAL BIRACHEY'S
SR MepxorARDUM, pATED 671 Jury 1886,

I ha.ve ‘studied, with all the attention which it demands, the ‘onfidential

 Memorandum, dated 81st March, by (General Strachey, forwarded to us under

sovet of the Secretary of State’s despateh No. 115, dated 22nd April 1846,
- 1 bave shown it confidentially, with the consent of Iis Kxcellency and the
" Council, to certain members of the mercantile and banking cormunity, and 1

have obtained the opinions of the Seoretary in this Department and of
Mz, Westland, the Gomptroller General. The opivions so obtaived are sub-
‘mitted with this Note. I feel no doubt that those who have been asked to

A advise us on the proposed measuve have done go with a full sevse of the great

importance of the issues concarned ; and further, with the feeling that any

| proposs) of this kind deliberately put forward by & member of the India

- Couneil of the eminence and experience of General Strachey imperatively
. requires the most impartial examination, = Like these whom I bave consulted,
1 have been constrained to arrive at conclusions which, to my mind, render

' the adoption of the scheme proposed to us inadmissible ; and I shall endeavour
in this paper to state as clearly as I can the teasoning which compels me to

digzent from thie expediency of applying the proposed measare.

2. The case is very well summed up in para, 7 of the Memorandum, in
 the following paragraph ;— fi

" 16 may at onee be freely admitted thab il is a very extreme measure to interfere with

" an establishedrourrency, and that nothing but estreme urgemey ean justify it, Therefors,

' before taking any step in this direction, a very careful examination ig nocessary of the relative
gravity of those evils which, on’the one hand, any suggested eliange ialikely to produce, and,

“on the other, those which will axise, if no chauge is made.” :
. Mhree points are bere put forward for consideration s First, that nothing
but extreme urgency ean justify partial restriction of the free eoinage of silver
in India; secondly, that very carveful gomparative examination is necessary of
. the evils which are likely to be produced by (a) & change in the directionsngs
. pested, and (4) by continuanee of the policy of inaction, The Memorandum

. does not, however, enter into any discussion of the firet and third of the above

- paints, It postulates, if Irightly anderstand, the existence of extreme urgency,
' and also the comparative Jisadvantige of inaction ; and goes on to show how
- action in the direction proposcd is desirable, and iy, in its nature, practicable,
 1tia, however, impossible for me, when engaged in examining the policy of

. adopting the proposed meagure, to avoid enquiring into each of the ahove stated

. points in turn, I propese, therefore, firet, to look into the question of urgency,
A fanﬂ,. seeondly, to discuss the comparative dangers of interference or non-inter-

Lerenca, Jppen b 5

8. In respeot, first, of urgenoy. WNobody ecan possibly question the

“extreme injury to which our finances are subjected by the uncertainty of
exchange. It must not, however, be forgotten that in 1876, as in the present
| year, fhe Grovernment of Indin found its resources threatened by a sudden fall

11 the value of silver. Then, a8 now, in the language of ita despateh to the

. Seeretary of State of the 13th October 1876, it was evident that there lay
before the Government of India “a time of grave finaneisl anxiety and
diffioulty, the issue of which eannot at present be foreseen.” Now,asin 18786,

AR 282




“whatever other measures may be taken hereafter, our immediate duty is
plainly to curtail all avoidalle expenditure, and to develop to the utmost our
existing resources.” The record of the measures adopted in 1886 is but the
echo of the words with which, in 1876, the Government of India of that day
announced its poliey ;-— Lol '

“We are accoruingly engagced upon enquiries in all departnients of the Administrabion
as to the possibility of organic rednctions of expenditnre, and, 48 you are aware, have already
taken stringent mensnres to reduoos carrent expenditure nnd to incrense the produetivencss vf
such branches of our revenues as are susceptible of improvement.”

Sinee then circumstances have ocourred which have rendered the present
situation of the Governmenti of India 1n some respects more embarrassing than
in 1876, 'Ihe recommendations of the Famine Committee have been placed be~
fore the publie, and it has become the imperative duty of this Government to
attempt, in conformity with the recommendations of the Parhiamentary Railway
Committee of 1844, to give substance to them. The course of events npon our -
North-Western Frontier hag compelled us to add coneiderably both to our
capital wnd our ordinary expenditure; so that in both these respects it is
impossible to doubt that onr position is less favourable than in 1876, On the
other hand, we have now resonrces in reserve swhich at that time did not exist.
We have, 1o the first place, the great and growing development of our Rail-
way revenue ; we have, also, the equivalent of the remissions effccted in our
salt duty in 1882 ; and if, on the one hand, we have reimposed an income tax,
the import duties are now on the shelf ; and, however diffionlt it might be to
reimpose them, they atford, in case of ultimate necessity, an unquestionable
veserve of revenne. We have, finally, to the credit side of our aceonut the
million-and-a-half at present annually devoted to the Famine Insurance
Grant, which in 1876 was not available. 8o that I wonld not bé inclined to
~ say that the urgency of the present position was, on the whole, greater than
in 1876, when the fall in silver had been even more serious and sudden than
the late fall : and had found the Government of India less familiax with this
class of fivancial difficulty, and therefore more susceptible of panic and less
informed by experience of the nature and the elasticity of the resources at its
digposal,  Nevertheless, the Government of Lord Northbrook deelined, in
18786, to accede to the recommendations of the Bengal Chamber of Commerce,
having for their object the artificial regulation of the enrrency. The subse-
quent, recovery of the finances, which admitted in less than five years later of
large remissions of taxation, fully justified the decision of the Government.

4. 1 do not wish to be betrayed, in my desire to guard against the opposite
extreme, into taking too sanguine a view of what, at the best, is unquestion.
ably a most unsatisfactory financial situation, It will not, I hope, on the
other hand, be ohjected to roe that in'the Budget Statement of this year
I held language, when speaking of the urgeney of the present financial
situation, whichis irreconcileable with what I now say, I purposely dweltin
that Statement as forcibly as [ could, on the extreme uncertainty introduced
into Indian finance by the oseillations of silver. 1 spoke of the effects of this
wncertainty as being in mapy ways prejudicial ; and I dwelt in subsequent
paragraphe on the fack that the uncertainty of silver entirely nentralises the
mosb carefully-formed plans for the futmeand that the most prudently-pre-
pared calenlations may be upset in a few days (as in fach they were within &
fow days of the publication of the Budget) by causes over which the Govern-
vaent of Indig are entirely powerless, I also drew prominent attention to the
faci that a sudden fall in siivet might swallow up more than the sum of
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. economies which the Government had achieved in consequence of a similar
previous fall. The uncertainty and oscillation of the silver market was the

. main source of diffienlty whichit was my object to emphasise, I dil nov gom-

. plain that we are without resources, butl insisted and repeated that we are
- withont the means of ascertaining thie extent to which at any moment onr
. resources are required, My object was, and is, fo assist in awakening publie
attention o the necessity of taking steps for the establishwent of a fixed rabio
between gold and silver. beoause, all ofher considerations apart, I believeit to
be a measure essential to the stability of Indian finance. 1t 18 inpossible to
exaggerate the uncertainty infroduced into all var ealeulations by the uncer-
tainty in the value of silver, and it was to illustrate this that [ addressed
myself. With regard to the commercial community, this point of uneertainty
is equally the erux of the situation, Thishas been well braught oat at the
annual General Meeting of the Bengal Chamber of Commerce held on the
20th May last by ane of the speakers (Mr. MeCaw), who spoke as follows 1
. * Bat in these argumouts it appears to me that the fact isy to & great extent, lost sight
of, that what the teading comuunity, whether exporters or importers, reslly require is fixity
of exchange. What is interfering with business and rendering all mersantile operations so
very speculativo at the present time is the greah aucextainty attaching to exchangs. The
violent fluctuations whioh have been experienced in rates duving toe past four months Liave
rendered it quite impossible for any merchant when entering intoa'transaction to estitate, even
" approximutely, what the result of such transaction would be. Thiy does not arise hecause
exohange is high, or because it is low, but by reason of its great variabloness. The elemants
of risk in the conduct of a business in an ordinary way are greant enough without adding
to them, snd anything which would reudex: the relations of the metals, gold and silver, as
‘measarements of value, fixed, whatever might be the ratio, would be mo.t welcome to all
those engaged in in‘ernational trade. 'I'here is no doubt about one thing, and that is, that
the present state of affairs in exchanlza is opersting wuch against India’s advancoment, by
preventing the flow of British oapital for eitheyr permanent or temporary investment into the
dountry ; and, even furthen it is causing the withdrawal of capital already in the vountry,
because of the fear that, if not takan away now, it wmay have to be withdrawn later on at a
much lower level. Were there any stability attachiog to rates of exchange, this would
~ af once ba altered. No mattor at what level rates might be fised, it would be all the same
 te a British capitalist whether }m gent his money out to thia country at ls. or ab Zs. por
rupee, provided be folt certain of getting it back at or sboub the rate at which it was
 remitted.” ! : AN
X have now before me an estract from the proceedings of the Calentta
Chamber of Commerce of the 28rd instant, in which I fipd a speaker who
disagrees with the bimetaliic theory, nevertheless sfrongly supporting
Mz, MecCaw’s contention which might, it will be seen, mufalis mutardis, be
applied textually to the financial condition. Mr. Forbes Adam, in his paper
appended to this Note, writes in almost identical terms 1-—

41 may further add that at no time during the downwaxd course of the 1upee has theve
boen absent from the hearts af the trading classes a desire for stability in the staudard of
value, The unsteadincss of exchange during the last ten _‘r]aars bas imported info all busi-
nese oaloulations an elemont of constant uncertainty, which has been a source of much dis.
quiet and inoconyenience, and an element of eonsiderable risk. Had it not been that a deep-
‘rooted conviction existed that India was & distinct gainer by the continaed drop, the wish
for steadiness would long ago have bean londly and eften heard. :

' The reason for which T draw attention o these views is because I wish fo
make it olear that when speaking of extremes urgeney, we must (tiilshmguish.
Our-ur.genby consists rather in the necessity of assuring such stability of the
standard as shall enable us to feel and to remain reasonably sure of what our
‘position is than in finding actual means to meet at the present, or at any
given moment, a sudden iucrease to our expenditure, With all reseive as
o unforeseen calamities, such as famine and war, I consider that ours is nof
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a position extremely urgent in the sense that we ave approaching the inimnes

diate limits of our Terources, but a condition of finance which s essentially

nnsound because based on an unstable standard, To remedy such a condition

is, doubtless, irapottant ; but of importance in quite another sense from the

nrgenoy which would compel us to adopt otherwise indefensible measures in
order to avert impending insolvency. I am not unmindful of the considera-
tion that a measure the result of which would be to prevent further fallin
exchange mivht possibly assist in facilitating a settlement of the silver
question when the time for settloment arrives, The mvans ptoposed, however,
are, in my judgment, too violent for this end ; bat 1 regerve what 1 bave to
gay on this part of the sabject for a later part of this Note. " )

"B, Ag, in face of the recent fall and the present condition of silver, the
views [ have ahove expressed may seem questionable, it may be well, in a few
words, to explain what; as the Member of this Government responsible for the
finnnces, my conception of the position is, Brielly it is this: that looking

ab a normal condition of affuivs, during she yours 1884 and 1885, with the
- rupee estimated in the respective Budgets of 18%4-85 and 1885-50 at 1s, 74d.

to ls. 7d., arrangements based oun those which in 1882 had been made

by the Government of Liord Ripon gecured eqnilibrimm ; that on the eve of

the present year, with the rupee nb la. 64., with the addition fo onr revenues

‘of the jacome tax and of asum taken from the Provineial balances not more

in amount than that which at the approaching revision of eontracts will be

‘added to imperial revenues, our annual vesources again might reasonably be

expected to prove sufficient to meet our annual ‘expenditure ; and that in the

ensuing year, shonld the rupee then be taken at 1s. Bd., the absorption into

onr ordinary Budget of revenue and expendifure of a portion of the Famine

Insurance Grant, combined with the results of the economies now being en-

forced, will (extraovdinary emergenies, such as famine or war, apart) maintain

equilibeinm, T need not at present go into the caleulatimg by which I arrive

af this latter conclusion ; but I may say generally that the large addition in

the last three years to our opium reseyve, the probable in¢rease fo the Impe-
rial revenues consequent on the revision of the Provineial contracts and on the
ofher enquiries now in course of exeeution, the normal growth of our revennes,
and the impetus given to our Railway revenues by the increase of our exports,
form the basis upon which 1 hold the belief thas, for the immediate present,
no more drastic measures are likely to be required to meet onr inereased
difficulties than those which I have above indicated. But 1 shall be told that

if the rupee has fallen in less thana year from 1s. 74, to less than ls. 63d.,

it may similarly fall again before many months ave over to 1s. 44. or ls. 54,

1 think, @ préors, that it will be conceded that, so far as pasl exnerience guides
us, the fact of the recent heavy fall renders a further immediate considerable
£all the more unlikely, Should such fall take place, we have the halavce of
the Famine Insarance Grant, and we have also the other reserves which I have

indicated. Unwilling as I should be to add one farthing to the present
faxation, the balance'of the Famine Jnsurance Girant, which will remain sfter

the smount which wa propose now temporarily to absorb, and the raising of
the salt dnties, assuring, s they would, an incressé bebween theia of about
£2.000,000 to our revenue, are in the event of a frirther serious fall in ex-
change unobjectionable and legitimate items of reserve, to the adoption of
which no valid objection of principle could be taken. 1T wventure, favther, to
think thatif there is to be considerable continuovs fall in silver, the consd»
quenges in Europe, and in England more particularly, will be sograve that



- and of the futurd that lies more immediately before wg, it is not expedient to
. lose gight altogether of the fact thaf the revision of the settlemient of land

-'jwé ':ah"a__'l:-l""ﬁa longer Be"léit-, aa at present, to eko out by the absorption ‘of our

|| own resonvces the anmual inerease to our revenues necessary to meet the cons
' sequences of such a fall. A further rapid fall in silver must, ia my judg.

tﬁe\n-t',j_{;i'qgluée o further sevious fall in the pries of wheatin Eugland, avd enbail
h

- nature, The same cause will, on the other hand, impede the incvease or even
. the maintenance of the present imports into India of Baglish nmianufactured

" goods. Alveady it seemns to be obvious that the effect upon the prosperity of

‘English commerce and agriculture of the appreciation of guld, uid the con-

- stant disturbance in the ratio of that metal to silver, 18 producing in the
public mivd of England a very roarked impression, When it ia said that'
1 ““ the experience of the last eight or ten years has made it clear that rehef
. eannot reasonably be expected under a poliey of inaction,” [ think thaf too
- Ulittle fmportance 18 given to the growins recognition in Epgland doring
. the last year or two of the consequences of inaction, not indeed fo Indian but
1 to Iinglish interests.  Finally, thongh it is useless pevhaps to look far fer«

- ward, espicially in Indian finance, yet in considering this question of ‘argency

i

- revenue both in the North-Wegtern Provinces, i the Punjuly, and in the’
.. Central Provinces hag in some distriets 'already recommenced, and in ofhers

| ig on the eve of cotimencement, The addition to our vevenneés from this

dource in the nest five years will not prové inconsiderably, and will contiune

| in increaging ratio for many successive years. The ecounsideration does 1ot

‘gtrietly fall within the limits of this section of my Nate, bub I might pers

. /baps algo here observe that no moment conld bs more unfortunate for any

' measure the offect of which would be to intvoduce uncettainty regarding
| the prices of agricultural produce in India than the eve of fesettloment of
obtt fand revente, The argument tay be held equally te apply (o the estab-

. lishment by intevnationnl agreement of a fixed ratio betwoeen gold and silvar,

. which we of the Governtent of India advoeats, 1 aduwit that the eve of an
' epoch of resettlement would be a very undesivable roment for the tutecdus.
“tion of any measure which was eertain to lower tle prices of our agvicultural
produee ; but in the lutter case the effect wonld be at least, meatnrable, ag

g being baged on fixed and gtable data. I give Lelow a list of distiicts fa the .

| North-Western Provinces, in the Punjab, and in the Central Provitces which'
' will come under revision of settlement durtng the next five years slone, show.

g the years in which the present settlements expire, and from wihieh the
- mew settlemonts should take effect. Mueasures have hieen taken by the Raver

‘nue and Agrioultural Department to inzare, as far as possible, the ¢ommence~
- xaent of the revised sobtlement from the dates given : '
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B, 1 hope X have now said enough to show what are the grounds on which,
in wy jndgment, the extreme urgency, which alone, as is admitted by General
Strachey, can justify the adoption of hig proposed measure, does not, so far
as the financial position is eoncerned, exist ab present in a greater degree than
in 1876, when the adoption of an analogous measure was considered and
declined by the Government of India. For what may be sfill thonght by
some to be the sanguine view taken in this Note of our present position and
immediate prospects I must, of course, accept the responsibility, That view
i8 baged on the experience which I have acquired during the administration
of the finances in the last two-and~a-balf years ; and is, 1 admit, strengthened
by the conviction that the material interestaof England and Tndia have,-by
the special experience which ig being acquired in this matter, been proved to
be so inextricably mixed together that causes which injure one must eventually
react on the other, and that this truth is becoming by daily exparience wore
and more forced upon the observation of those engaged in England in
making a special study of the currency question, and of the generaiz publie,
I will not touch at present on the question of urgency asrvegards our commerce,
partly because that belongs to another part of the subject, and partly because
1 think it will be admitted that the proposed messure is conceived in the
interests less of Indian commerce than of Indian finance. 1f T have
established my firet point, making against ¢xtrerne urgeney in respect of our
finances, the primary justification for the mtrodoation of the rucasure proposed,
by which the propriety of ite adoption must in the first instance be tested,
cannot be conceded. So far as concerng urgency, in regard to the necessity
for placing upon an assured and stable footing our standard of currency, and
thus putting an end to the uncertainty which weighs so heavily on us, |
have nothing bufi concurrence to mrge, Urgency, on the other hand, in the sense
of the immediate necessity for adopting a measure which is admitted fo be
very extreme in order to prevent imminent catrastropbe to our finances, cannot,
in my opinion, be shown to exist. : e

7. 1 pass now to the second head which requires examination, namely, the
comparative ad vantages of inaction or of action. What is to be said upon the
latter point is fully stated in the letter of the. Secretary of State for India to
the Treasury, dated 28th Janvary, 1886, and in our lefiter to the Secretary -
of State, dated 2nd February, 1886, The advantages of any measure which would
procure for our monetary standard stability in relation fo gold are unques.
tionable ; not, from my point of view, because they would prevent any ims.
minent eatrastrophe, but becanse they emable usto proceed with a reasonable
feeling of seenrity when adjusting our expenditure against our revenues, What
we have to eonsider now 18 the price at which these advantages are to be bought ;
in other words, the considerations which tell against the scourse of action

roposed in General Strachey’s measure. There are three poinis of view
?rom which that action is to be eriticised : First, so far as eoncerns received
principles governing questions of curreney ; Secondly, in regard to the effect
of such a measure upon the Indian tax-payer ; Thirdly, with regard to the
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. effect of such s measure upon Indian trade, Yn respect to the firat point, it
. 'will be geen that at page 8 of his Memorandum General Strachey writes 1

¢ There are certain well known objections to an inconveriible enrrency, to whish the
?roposed measure would beopen so far as it t_ended-.t,o give t_.ha.fj charaster to the ourrency of

| Andia. But nnless the relative value of silver to gold continued to fall seriously, these

- would not be of prastical importance, and call for no prolonged disenssion.”

. Now with regard to this, 1 must obsenve {hat, in the first place, the grounds
- on which the proposed measure is put befove ws are that it is necessary to
find some remedial ieasure releasivg us from the position in which we are

- now placed “ by the changes which have taken place, and appear fo be still

| likely to take place, in the relative values of gold and “silver operating
through the different curreucies of Fngland and India.” The growing
instability of the relative value of gold and silver is the rafson d’clre of the
proposal before us. The whole putporti and aim of General Strachey’s

‘proposal, as I understand it, is to guard us against the effects of a further

- serious chavge in the relative values of gold and silver. To dismiss therefore
‘the objeations alluded to in the Memorandum as of no practical importanee
unless the relative value of silver to gold continue to fall seriously, seems to

me to be inconsistent with the object with which the Memorandum was

written. 1 may point out, further, that nothing wonld conduce so serionsly
to a further change in that relative value as the adoption of 2 measure closing

. to the coimage of silver, except on presentation of gold, the only great mint
- which, at present at least, i open uoconditionally o that coinsge, The

objections to an inconvertible token currency cannot therefore, in my judg-

- ment, be reasonably regarded as inapplicable to the scheme before us. On

the contrary, that secheme immediantely raises them ; and the more operative

the scheme is, the greater, as it seems to me, wonld be the force of the

. objections. 1 shall not be expected to enter here into a disoussion of the

. principles underlying these objections, and I may be allowed to urge that it
18 not for those who uphold, but for those who attack, received principles of

. eurrency to establish their case, If those principles are, in an y given ecase,
' inapplicable, they must be chown to be so. T will content myself here with

. restating them in the terms in which upon a previous occasion they have

. been formulated in conuvection with a somewhat similar proposal. In their
reply dated the 24th November, 1870, to the proposal made by this Govern-
ment to the Seeretary of State for India, in our despateh of November 9th,
1878, the Lords of the Treasury, among much which to my mind is question-
able, laid down one axiom, the soundness of which I believe to be indisput-
able, The proposal then before them was to bring back the valueof the
. rupee to two shillings, whereas at present the object aimed at is to prevent
. the value of the rupee falling further, but the objection contained in the
. following words applied equally to either proposal. This proposal,”’ they
wrote, “is in fact contrary to the essential and well-established principle of
the currency law of this country, which regards the current staodard eoin
u8 a piece of colned metal of a certain weight and fineness, and which
. condemns as fotile and mischievous every attempt togo behind this simple
definition. It ie perfectly true, as stated in the despatch (paragraph 41)
that the very essence of all laws relating to the currenoy has been fo give
fixity to the standard of value as far asitis possible; but it iz noless frue
that according to the principles which govern our currency system, the hest
and surest way, and indeed the only tried and known way, ‘of giving this
. Aixity is to adhere to the above definition of enrrent standard coin. A pound
18 a given quantity of gold : a rupee is 8 given quantity of silver : and any
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nttempt to give these terms a different meaning is condemmed by experiencs
aud authority.” In conneotion with the objections which may be brought '
against an artificially valued currency, the case of the Latin Uniown {3 in-
. stanced in the Memorandum, in regard to whichit e eaid, © that no real
‘inconvenience is neccesarily ecaused by an overrated silver currency is suffi-
ciently proved by the example of the States comprising the Latin Union.”
But tha illustration does nob seem to me to be in point,  In the Latin Union
@old as well ae silver is a legal tender; and althongh the free coinage of silyer
18 suspended, the enrrency is, praetically, bimetallie. Silver is exchanged for
gold at & fixed ratio ; gold circulates freely and inlarge quantities as the
standard ; and the objections which seem to me to militate so strongly against
(General Strachey’s proposal, that the standard and the eurrenoy have no
necessaty relation, and that the eumrrency will be practically inconvertible, is
inapplicable. A case very closely in point would be that of Java, in regard to
which we are at present engaged in enquiry. We have before us no recent
information in respeet of the working of the measures by which, in 1873, a-
standard was ivtroduced in Java, aud its silver currency reduced to the position
of & token ourrency ; but, so fax as at present we have means of information, 1
believe I am oorrect in saving that the results have not been such asto
encourage us to proceed in the same direction. Nor again,in view of the
attitude of Belgium at the time of the reeent renewal of the Latin Unicn
agreement, can 1 admib that if is acourate to quote example of the States
gomprising that Union as furnishing preof that no. real inconvenience is
necessarily oansed by an overvated silver currency. “ The eegential objeat of
a currency law,’’ it is argued again, ‘‘is to give stability to the standerd of
value in all traneactions and to give equal protection to both ereditore. and
debtors’?  This is true ; but it must be a stability extending to all transace
tions, whether foreign or domestic. Currency laws are ot for home use only ;
nor is the stability which they aim at expected to be attained, if they rest on
o basis which is wholly independent of the intrinsic valae of the motal of
which a currency is composed, I do not see, again, bow the proposed measnre
conld give equal protection to both creditors and debtors. The modifications
in our eurreney law now under examination wmight, on the contiary, pros
foundly affect the position of all who are debtors, and in proportion to the
inerease in the appreciation of gald, the burden on the debtor would beecome
greater. The same causes which are operating in Burops, and are causing
guch digburbance in the relative situation of ereditor and debtor, would be -
" introduced into India. The proposal is analogous to what might have been
pat forward in 1883, when, owing to the depreciation which at that time
existed in gold, seonomists were casting about for means to correct the evils
with whieh the world seemed threatensd, In a paper republished in his
volume entitled “ Inyestigations in Currency and Finance,” the late Professor
Jevons, writing in 1863, estimated the extent of the depreciation which had
already taken place as approximately 1o per cent, and was inelined to think
that the fall would be arvested at, perhaps, 30 per cent. There were autbors
ities who at that erigis proposed to demooetise gold and to adopt a silver,
standard ; and it 18 not, I venture to think, out of place to ask ourselves now
what would have been the probable resuls of adopting sueh a measure, il
8. My conclusion, therefore, so far as I have mnow discussed the propaesal
before us, is, that neither om, the grounds of urgency norin view of the.
principles whick govern questions of curreney is it desivable or defensible



|1 %0 impose restrictions on the free coinage of silver in our Indian Mivts, The -
| introduction into India of a gold standard ag distinguished from | the
. introduction of & gold eurrenoy presents to wy mind objections to  which 1

. seano adequate anzwer. I can perceive no permanent stability in a standard

whicl is not represented by cwrrent legalstender coin of that standard coms i

it . posed of £u!l wetallic value.

: 9. Farther objections as to the difficulty of maintaining the rupes at 1s,
L 6d., sod the injury fo the eredit of the Government should it find itselt again
compelled to ﬁ(ijnst the standard, T will not more than allude to, Mr. Barbour |
- has shown in his note that the former possibility is by no means out of
question®  Nothing would be more fatal to cur eredit than the suspicion
ot lying under the obligation of peviodicslly adjusting our currency to our
financial needs; and I think it sbould be unnanswerably shown how, if we
‘onve enter npon the path of adjusting our standsrd to our requirements, we
are to avoid the risk of being compelled, in spite of ourselves, to go further in

"";::f ~ the same direetion,

1110, 1 come nexti to the bearing of the measure in its relation to the Indian
tax-payer and to Indian trade. On neither of these points is it neceswary for
. me to dwell, becatse they have been fully discussed in the papers which are
_ circulated with thig note, Thigis, in fact; the special point of view chiefly
/taken in these papers. Without committing myself to all that is there argued,
1 think it may be raid that two points arve clearly brought out : the first that
‘the burden of the proposed measure on the Indian taxepayer might (should
| gold continme to appreciate) be excessive, and might increase in proportion as the
- measure operated ; the gecond, that its effects upon Indian commerce, and  gpe.-

 oially upou. the chief agricultural industries in India, might be extremely in-
jurious. 16 1s inpossible not to recognise the forco of these: objections, or to

o regard the danger which they contemplate asso remote as not to be worth |
. congidering. No one oan question that as gold appreciated the value of our

Indian prodnce would fall ; and that in proportion as the valie of produee fell,

| the barden on the Indian tax~payer must increase, Nor wou!d ke be relieved

. /in any degree by the measure proposed from the additional bnrden at present
imposed on him by the fall of the rupee to 15 64.; so that the tax-payer
. would bave to eontinue to bear the hurden which he already bears in order to
‘enable. Government to meet the-cost of its remittances to Bngland, snd, in
addition, the further burden entailed upon hixo by the fall in the silver value

Lot his produce. Tf gold appreciated, Tndian indnstries would bein sn inoreass

| ing degres menaced ; the trade in tea, espacially, wounld probably be destroyed :
onr revennes, oar export trade, our indigenaus industries, and, among them,

~ . the industries carried on by Englishmen in India would alike suffer, This, if

1 rightly understand, is adwitted in the eighth page of the Memorandum,
. 8nd seema to me inconsistent with the expeetations of encouragement to the

- placing of English capital in India which, among other advantages claimed

. for the scheme, are cited as a strong recommendation in its favour,

1L 1 hope that I have now sufficiently shown why I am unable to give
Iy concurrence to the measure before us. I have examined it in no spirit of
prejadice ; for, apart from the weight which is due to any proposal put for-
- ward by its author, tc me, certainly not less than to any one else, any relief
which came in an acceptable form would be only too weleome, But 1 cannot
 #ee how, even supposing that our circumstances were worse than I believe
them to be, we could adopt and put into exéoution a measure of this Kind.



