e

My own belief ia that what we should aim at is, by taking the fullest advant.
age of the present fall in silver, to force upon English experience the convie-
tion that the maintenance of a single gold standard, owing to the economical
results attending its progressive appreciation, must in Eaglish interests be
abandoned ; and that the commerce of this country and of England cannof be
carried on with advantage to either, so long ais the metal which forms the
« standard of the currency of one country is regurded by the other in the light
of a commaodity only, The present condition of silver, injurioue as it is to us,
is full aiso of danger to English and Eyropean industries. 1 balieve, there-
fore, in spite of the assurances to the eontrary which for the present we
receive from official sources in England, thai our wisest course lies in taking
full advantage of the low price of silver to ingrease our exports, a poliey with
which the measure put before us is inconsistent, rather than in the adoption
of artificial methods of maintaining the gold value of the rupee, the conse.
quences of whish to many Knglish interests wonld be rather favourable than
otherwise, and to ourselves might prove extremely prejudicial, I donot wish
to be understood thereby to contend that the present state of silver, beeause
it enables us to increase our exports, is favourable to Indian commeree. The
extracts which I bave given show what are the views of some of the most ex~
perienced of those swho are interested in our commerce. Whatever advantage
may be gained by the existence of a higher range of prices in India than
would otherwise obtain may be put to the eredit of the present condition of
silver, But the vncertainty which surronnds all commerce between India and
Burope must be placed in the other scale. That uncertainty must, T believe, |
increase so long as the relations between gold and silver are left to the chances
of the market. What I am anxious fo point out s that, while both we aund
England suffer from this umcertainty, the result on the whole of cheap
silver is peculiarly prejudicial to Eugland, because it enables India to depross
prices of English agricnltural produce and places increasing obstacles in the
way of the export of English manufactures. Therefore as I believe that our |
true remedy lies in obtaining eoncerted aetion with Kngland, T would take no
measure of which the result would be to obstruet the inerease of our exports,
or to diminish the disabilities of the English importer. Tn the protegtion of
ite own manufacturing and agrienltural interests, the Government of England,
if we persist in this policy, will, I believe, should gold continue to appreciate,
be compelled, in concert with us, to take measures to regulate the ratio of
the standards through the medium of which the eommon trade of the two
countries ig carried on, I see nothing in oar present financial position, as I
" have-ondeavoured in the earlier part of this Note to explain, which should
hinder us from vontinuing to persevere in seeking this solufion of the silver

difficulty.
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g X LVIII.
Dpsparcn ¥RoM THE GOVIRNMENT 0F INDIA, To THE SECRETARY OF STATE YOR
Inpra, No. 68, darsp 28rp Marcs, 1892,

- We have the honour to forward, for Your Liordship’s information, a copy
of the correspondence,* noted on the annexed schedule, with the Bengal Cham-
ber of Commerce, in which the Chamber enquires what we propose to do
with reference to the heavy fall in the valve of the #upee which has followed
on the fall in the price of silver in the United States,

% Your Lordship is aware of the anxiety with which we regard this
- question, and of its high importance in our estimation as affesting the inter.
ests of India, We have, at various times, for instance in our letters No, 45 of
the 3nd February 1886 and No. 277 of the 4th September 1886, fully expres-
~sed onr views on the subject, and it is unnecessary to repeat them here. But
we desire to say that the violent oseillations in the price of silver since 1890
and its rapid decline during the last year to the lowest point yet reached cause
us, ag they have caused the mercantile community, the gravest anxiety for the
future, e
3. We are desivous, as we have always been, of aiding in the settlemerit
of tho silver question by International agreement, and if proposals should be
made by thy United States or by any other Government for the holding of ‘an
International Conference, we trast that Your Lordship will lend those propos
sals your strongest support, '
4. 1n our opinion it is not open to question that if International agrea-
ment is not arrived at, the United States Government will soonar or later be
driven either to the adoption of & silver standard or to abandonment of its
putehages of silver. 1t is certain that the cessation of the purchases of silver
by the United States could not fail to depress still further the price of that:
matal, and the policy to be followed by India in that event deserves the:
most serious consideration on an early date. !
5. The stoppave of the coinage of silver by the United States will piobe«
ably, if it should come, come suddenly, and if we defer until it has taken place
the consideration of the measures which in that event it may be espedient to -
adopt, we shall find curselves unprepared and left with no time for due con-
sideration, ! A
6. 'We are, therefore, of opinion that the subjeet should be considered in
all its bearings beforeband, and we recommend that, in view of the possible
action of the United Statos in the future, Hor Majesty’s Government should.
now take into consideration the question whether any, and if so what, measures
can be adopted for the protection of Indian intereafj ‘againgt $he further de-
cline in the gold value of the rupee to which, for he reasons which we have
given, we may be at any moment exposed, and the violent fluctuations in the
Telative value of gold and silver to which, under present cireumstunces, we
cannot assign any limit either in time or in amount] iy

* Not priuted in this voluwme.
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Drspaton vroy THE GOVERNMENT OF Inpia, to Tum SEORETARY oF S1ATE
; g ror Ixpra, No. 160 , parep 21sr Juns, 1892, '

In our Financial Despatch No. 68, dated 23rd March 1892, we requested
Your Lordship to lend your support to uny proposals that might be made by
the United States of America, or by any other country, for the settlement
of the silver question by International Agreement. Af the same time we
called attention to the probability that, failing an Internatioval Agreement,
the United States would be forced to stop the purchase and coinage of
silver, and we requested that Her Majesty's Government, in view of this
contingency, should now take into consideration whether any, and, if so,
what, measures could be adopted for the protection of Indian interests. .

2. Sinee that Despatch was written we have learnt with satisfaction that
Her Majesty’s Government have accepted the invitation of the Tnited States
 to fake part in an International Conference to consider measures having for
their objeot the more extended use of silver as currency, and that Your Lord-
ship agrees with vs in the importance of Indian interests being properly
represented. . g
. At the same time we cannot overlook the strong opposition to the introducs
tion of the system of double legal tender into Great Britain that has been
manifested in certain quarters, and we observe with regret that the Cone
ference has been summoned to consider the question of the more extended use
of silver a8 currency, and not for the purpose of considering the adoption of
au International Agreeniens for the free coinage of gold and silver, and the
making of both gold and silver coine legal tender at a definite and uniform
ratio, :

3. We foar that a refasal on the part of Great Britain to adopt the
system of double legal tender may be fatal to an International Agreement for
the free coinage af hoth gold and silver, on a sufliciently wide basis, and we
believe that a limited increase of the quantity of silver used as eurrency will
exercisd a very trifling influence (if any) in raising, or preventing a fall in,
the gold price of silver, whils it will be wholly without effect in the far more
important matter of preventing fuutuations in the relative value of the two
metals,  We greatly regres this state of affairs, both because we believe that
no other country is so deeply interested in, or would benefit so greally by, a
uniform standard of value througliont the eivilised world as Great Britain,
with her vash system of tlade and the great extent of her finance, and because
the final rejection of s Iiternational Agreement for free coinags of both
gold and silver will Jésvo 1118 country face to face with 2 problem of the
greatest difficulty,
- 4. If the forthcoming / nternational Conference fails to arrive at a satis-
factory decigion regurding the silver question, we apprehend that it will very
soon be necessary for ths (lnited States to decide either to accept a silver
standard, or to abandon £l parchase and coinage of silver on a scale in excess
of what is required to keep vy Yhe uecessary subsidiary coinage.

If the United Status gbandon the attempt to maintain the use of silver
as standard money, there dayst be an immediate and very great fall in the

T ——



p‘i;i.m'of-.ggi]ﬁe_"r,'fwhidllL'_ would re-act on the Indian ekelmtigas and inereass

s .~ indefinitely the rupee burden of our sterling obligatios,

" The vecent fall in the rate of exchange has already iriposed upon. ._dur.

'“-'.-.ﬁ_r_ala-ngee a burden which we shall have some diffieulty in meeting, and | we

_ennnob contemplate without dismay the prospeot of another fall of indcfinite

| amonnt, attended no doubt with great and sudden fluctustionsin the gold

price of silver, and to be followed possibly by turther falle in the future,
" T6 must also be remembered that, if the present conditions continue the

it Epeﬁuniar-y-di’ﬁicu:l-.t-ias of the Guvernment of India will not be limited to the

Toss by exehange. The full in silver causes distress to a very large number
of our Buropean officers of all sorvices, but especially of the army, who have
to remit money to their families in Bogland. This distress is rapidly becom-
ing apute. 1t bas been borve hitherto with great patieuce, But, in the case
‘we have just supposed, we shall, unless the efficiency of the servive is ‘fo
guffer, find it neceskary to satisfy, in a veasonable manner, claims involving
. compensation to a large amount. . AT A -

B, 'Wa baye carelully reviewed all the circumstances of the case and we
| desire to place on reeord for Your TLordship’s informstion our deliberate
opinion that if it becomes evident that the International Conference is unlike«
Iy to arrive at a satisfactory conclusion, and if a direct agreement between
Iyr':td-ia'-aud the United States is found to be unattainable, the Government of
" India should at once close its Mints to the free coinage of silver, and make
arrangements for the introduetion of a gold standard.

 In arriving at this conclusion we have been mainly iofluenced by a consi»
deration of the fact that the abandonment of silver by the United States of

" America would involve the perpetuation of all the evils from which we have

suffered during the last twenty years, and possibly their perpetuvation in an
aggravated form, unless steps are taken for the estavlishraent in India of a
gold standard. At
" 'We belisve that public opinion in India is vipe for the adoption of devi-
" give measures, that the stoppage of the free coinage of silver would be gen-
erally approved, and that we might safely count on receiving every reasone
able assistance from the commercial and banking classes in the attempt to
introduce a gold glandard, :
; 6. We forward as an enclosure to this Degpatch a Minute by our Hononre
‘able Colleague Sir David Barbour, which gives an outline of the methed he
would propose to adopt for the introduction of a gold standard into india it
gach a measure should become necessary. It will be seen that he does not
support the proposal to stop the free auinage of silver if the Conference fails
and s direct agreement between India and the United States is fonnd to be
apattainable, but that he wounld adopt that measure as soon as it is eviden
. that the United States will not adopt the free coinage of silver, '
1. Our Honourable Colleague Sir A. Miller fears that if all action be
deferred until it is known to what conclusion the Conference will probably
come, the effect of such knowledge on the silver market will be such as to
make it then too late to act with effect. Failure on the part of the Confer~
ence to arive ab a satistactory conclusion will find the Government of India
in & very much worse position for introducing a gold standard, if it bas not
" in the meantime taken steps to prepare the way by an alteration in the terms
on which it coins silver for the publie, than it is at the present moment.
He thinks that measures ought to be taken at once which would enable the
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Grovernment of India to alose ita Mints against silver at any momén{, and to

introduce a gold standard i:E..a,'nd whenever, from the course of progeadings
at the Conterence or otherwise, they may deem it desirable to do so, e

¢ . . . We desire to coll Your
Tordship's atteniion to paragraph
138 of Enrt 11 of the Final Report
of the Gold and Bilver Comamission
and to suggeet that, failing sn In-
ternationsl Agreement, it may be
ogsible for Indis and the United
Etutsn to come to & direot mgree-
ment a8 to coinage of silver . .

5 Wa are of opinion that the
time for a morely academic disens-
«ion of the problem is past, and
urge that a detormined effort he
made to settle the quostion by the
adoption of practical measures,

8. 1t may, perbaps, be desirable to make
known at some stage of the proceedings of
the Conference oar views regarding the
introduetion of a gold standard into India.
But this question, as well as the question
of the expediency of India negotiating directly
with the United States of America, as suggest-
ed in our telegram ¥ of 19th May, may stand
over until the Conference hog assembled and
the Representatives of India are in a posie
tion to report what the prospects arve of a
satisfactory solution being attaived.




M_INiu'_L‘h nu THE :_Homoun,mr,m Sie Davip Baenour, K.C.S.L, paten 318’1‘
' ' June 1802, !

. In dealing with the currency of British India it is necessary fo draw a
~ distinotion between the active rupee eirculation and the tot‘al number of
vapess in existence, A large proportion of the rupees issued from the Mints

" and not melted down are kept as permanent hoards and fulfil nove of tho

funetions of money.  This distinetion cannot, however, .be gharplx drawn, as._ .

. rupees are always ﬁable to pass from hoards into the active ciroulation and vice
versd, What I call the active rupee circulation raay be held to inclade all

the rupees which at some period of each year are used as money, A

. The total active ropee ciroulation has receutly been estimated at

Rx. 115,000,000, AR S !

| 'Withont accepting these figures as more than ap approximation to 1:}30
- truthy they are sufficient to show that a gold standard with a purely gold,
curreney is impossible in Tndia, To establish a gold standard in India with *
a full legal tender currenoy composed entirely of gold it would be necessary
to ‘withdraw from cireulation about 1,160 millions of rupees, to wmelt thew
down and sell them for what they would fefeh as silver bullion, and then 1o
replage them by about £77,000,000 worth of gold, T _

In the present conditions of India and of the silver and gold markets this

~would be an impossible operatiou, i

Moreover, a gold standard with a purely gold eurrency of full legal tender
coins wonld not suit India (even if it were possible to introduce it), because

~ the gold coins would in practige be of too great value fo suit the vast majority
of Indian transactions, i

2. 1t follows from what has been stated in the preceding paragraph, that
if we are to have a gold standard in India, a Jarge proportion of the circula-

{ion must consist of silver coins, and these coins must be a legal tender to

any amount. The example of France and other countries shows that it 1s
posgible to bave a gold standard althongh a large percentage of the civculation

. congists of overvalued silver coins which are legal tender 1o any amount,

' Io order that the gold standard may be effective a limit must, however,
be placed to the number of such coing and they must be convertible into gold
¢oing, either without payment of premium or on payment of a trifling pre-
miuta, whenaver any person wishes for gold coins in exchange for silver coivs,

So long as the silver coins are freely exthangeable for gold coins in
accordance with their face values the gold standard 1s effectively maintaioed.

8. I have no doubt that even with a gold standard the people of India
would in almost all their transactions prefer to employ silver rupees. It is
improbable that a gold coin of less than R10 in value would be issned in
I—ngia. and such a coin would be quite unsuited for -ordinary Indian trans.
actions. Rupees 10 represents, generally, much more than a cooly’s wages for
a month, and if a cooly received his wages in the form of a single coin, be
would immediately exchange it for smailer coins, We could not pay our
soldiers or police in gold coing. Payments to the opinm eultivators could not
be made in gold neitber could the ryots pay their rents in gold.

There would, alse, be a not unreasounable dread among the common people
that gold coins might be of light weight, they would generally be unwilling
to aceept them, and for monetary purposes in ordinary life gold esins would

~hardly be used. This would be the ease, I believe, even if gold coins of the

- value of only Rb6 each were issuxd, 21



4. It may, then, be taken for granted that with a gold standard the great
bulk of the Indian ecurrency must continne to be silver rapees, and that, for
monctary purposes, there would ordinarily be no considerable demand for gold
coins in exchange for silver. On she. contrary, the demand for monetary
purposes wonld rather be for silver eoins in exchange for gold ' ooins. Gold
coins would only, as a rule, be requived in exchange for silver coins, when
gold wag required for hoarding, for export, or to be melted down for erna«
menta, j iy .

It follows that with a gold standard Todia would requive, and would use,
avety large amount of silyer rupees, and would neither require nor use a
lazrge number of gold coins. : o A CHRR) i

Any gold eoins that were put into eirénlation, and were not melted down :
or hoarded, would very quickly find their way into the hande of Bankers and
dealers in bullion, into the Government Treasuries, and- into the Paper
Currency Reserve, j .

5, Nov the purpose of introducing a gold standard into India we migzht
stop the free eoinage of silver, adopt measuves for accumulatine ‘a store of
gold, and when what was congidered » sufficient stock of gold had been obe
tained, wo might open the Mints to the free cuinage of gold, make gold ecoins
a legal tender, and guarantee by means of our aceumulated stock of gold® the
exchangeability of silver for gold coins according to their fude values. 1 do
nob recommend this plan ; the aveumulation of a sufficient store of gold would
be a measure too expensive for a country situated as Iudia is, and when it had
been aecumulated and the exechangeability of the silver coins for gold coing
bud been goaranteed by means of it, there would be a very great risk of the
whole stock of gold being drawn dway in exchange for silver rupees. If this
should happen, and I think it weuld happen unless our stock of gold was very
large indeed, the gold standard would cesse to exist, and we should fnd
ourselves exactly where we started, - !

. b, The only measures for the introduction of a gold standard into India
which seem to me feasible are the following 1—

(1) The first measure would be the stoppage of the fres coinage of
silveis. Government would retain the right of purchasing silver
and coining it uto rupees, :

' (2) The next mensure would be to open the Mints to the free coinage
of gold,  Any man biinging gold to the Mints would be entitled
to have it coined into gold coins which wounld Le legal tender to
any amount, It weuld be desirable to stop the iree coivage of |
silver some time before opening the Mints to the free coivage of
gold. 1t would be a valuable guide to us in subsaquent proceed-
inys to inow exactly what effeet the stoppage of the free coinage
of silver bad on the gold value of the rupee,

The new gold coins might be a 10-rupee pisce and a 20-rupee picce.

7. The weight and fineness of the gold coins to be igsued from the Mint
wonld be such that thé par of eschange between them and the sovereign
wenld be the exchange which it was desired to establish hetween India and
England, *

For example, if we wished the rupee to be worth 1s. 4d., the ten-rupee
eoin would contain as much gold as was worth (1s. 4d.) x 10 = 160 pence.

The quantity of fine gold in the 10 rupee piece would be $48 the or Zrds
of the quantity contained in the sovereign,




; B ’I‘he questmn of the ratm a.t whwh we shou]d change from the mlver @
!,he gold standard would require eaveful consideration.

" We ought not to think of going back to the old ratio of 1 to 151 Nenthe:- _
1 onght we to adopt the very lowest price to which silvor may have fallen at'

any fimo, or to consider ourselves bound to ascept the mavket ratio of the very

| moment at which the change was made. A ratio based on the average price

Jof silver during a limited period before the introduction of the gold standard
would probably be hoth the safeet and the most equitable.

- 9. We may uite suve that, on the introduction of the pold standard,

Bankers and bulllun gealera away from the Ptesxdency fowns, and perhaps, i

the Prus!dmcy towne, wonld charge something for changing silver coins for

|| gold ones. The general publie, however, would very seldom require to mwake

~ such exghanges, and if all Government Troaguries were required to give gold
. eoins for s:lver coing whenever it was possible for them to do so, there coulr’t
_ nob be any considerable premium on gold coins so long as there were such
coins in the public Treasuries ov 1n the Paper Currency Reserve, and the gold
standard wonld, subject to the above condition, be effectively maintained,
10, After the above measures had been carriod out, it might bappen.
that no gold was brought to the. Mints to be coined aud put into uruulabmn,
and that the rapee fell in value below 1s. 44,

'O, it might happen that thongh gold was brought to the Mints for a

 time aml the rupee was worth lv. 4d., yet aubse({ueml? gold eeased to be
. brought to the Mints, the guld coms dmappeaced from wivoulation, and  the
- rapee fell below 1g. 4d,

' If gold were not brought to the Miut to b eoined and pat into  eirculaa
tion, or if gold coins disappeared and gold ceased to be brought to the Mints,
it would be a sign that the rupee eurrency was redundant, or, in other words,
that there were too many silver rupees in eirenlation, that conse quently their
value had falleu below lg. 44. each, that gold coius bad been driven out of
circulation, and lhat the gold standard was 1o longer effectively maintained.

Thie remedy in such case would be to contract the rupeo eurrency, and to
adopt any feasible measures for improving the general financial position of
‘the country, An improvement in the general finameinl position would give
inereased confidence, and the reduetion of the rupes catrency, if carvied far
snough, must nlttmately restore the value of that coin,

11 The greatest danger from the cause just indicated wonld arice
immediately after tha first mtxodmtlou of the gold standard, and would Ue
- brought about by silver rupees being returned into India from foreign
countries, and by their being thrown into the active girculation from Indinn

 loards. I think that [ndian rupees would certainly be returned to India

from abroad when their value in India became greater than their bullion
value, but I now doubht very muel: it Indlan rupees would be largely brought
oub of hoards, Tt is more likely that existing hoards of rapees would practi-
cally remain unaffected. I formerly held & different opinion on this point
and believed that rupees wonld be largely brought out of hoards when they
were given a value exceeding that of tue meatal contained in them, =
12; The reduction of the rupee currency in the manner just indicated, if
1t became necessary, might or might not prove a very expensive measure. It
could of course be Epread over a number of years, but until it had been carried
out to a sufficient extent (he gold standard would not be effectively maine
~ tained. ‘When the rupee corrency had once been sufliciently reduced, I should
R0 expeet any serious difficulty in the future. 212



Xooking to the inerease of population in India, to the rapid opening oub
of the conntry, and to the comparatively small part which credit plays in
Indian trale, it may fairly be held that even with a gold standard an increase
of the ropee currency would be requirad every year, and that increase I place

at nob less than Kx. 1,000,000 yearly, It might be considerably more, twice |

or three times as much, When the evinage of rupees was stopped any
redundancy of the silver currency would be diminished yearly by this amount
without any action on ouy part. ' It is also not impossible that rupees wounld
continve to be withdrawn from the active circulation to be hoarded as at
‘present s they would certainly be hoarded by persons whose savings were
small, This cause would still fuither reduce any temporary redundancy of
the silver eurrency at first starting, OF course while the reduction of the
rupee currenoy was in progress we would not have an effective gold standard,
bui even during that period of uncertainty I should expeet the exchange with
Englond to remain much steadier than it has been during the last few years,
it would eease to be blown up anddown by every breath of speculation, and if
we could establish confidence in our measures, the 1ate of exchange wonld tend
strongly towards the rate we had decided to maintuio, and would ouly
diverge from it under the pressure of real eoonomio forces, S

A pation that possessed a fairly saticfactory standard of value might well
| hesitate to exposo iteelf even temporarily to the evils of an inconvertible
" standard, but no such argnment applies in the case of India. - We already
labour under difficulties which are quite as preat as those fo which an incons
vertible paper standard would expose vs. The prospeet of being unable for
a time to effectively establish the gold standard need not, therefore, deter us
from the attempt to do so if we see a prospeet of sucgess in the future,

13. It is also possible that under certain conditions of trade there mighy
be more gold hrought to the Mint and put into cirenlation than was required
for ordinary use as currency. ' (s

In that case the public would get rid of the gold coins by paying them
into the Government Treasuries. Gold might acoumnlate in these Treasuries
and the Government eonld not, in practice, relieve the Treasuries by forcing
gold coins on persons who preferred to receive payment in silver. Lol

The proper rémedy for any such aceumulation of gold would be for the
Treasuries to pass the gold coins into the Paper Currency Reserve which eould |
al gorh several millions without difficuliy, and the Paper Currency Resorve
eould be relieved, when necessary, by remitting the gold to England in pay-
ment of debts, its place being taken by silver rupees,

No serious difficulty arising from an over-supply of gold eoins need,
therefore, be feared. .

14. 1t is important to consider what the additional demand for gold wonld
be, owing to the establishment of a gold standard in India,

Taking the active eirculation at Rx. 115,000,000, 1 think that gold ecoing
to the value of one-fifth of that amount would be an ample proportion of the
active eirculation for the purpose of maintaining the eold standard, This
would be Rx, 23,000,000 worth of gold, or, say, £15,000,000 sterling. T helieve
that the gold standard would be maintained effectively with a smaller amount
of gold, and that gold in excess of £15,000,000 in the active circulation would
be unnecessary and might be a source of positive incouvenience. When we
had arrived at normal eonditions the yearly additions of gold requirved for the
~aetive currengy would be small, ard would probably not exeeed £200,000

yearly, ' ;
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i 1b. Ttis wore than probable, however, that the substitution of a &old
. standard for a silver standard would lead to au inereased ase of gold instead
. of gilver for honrding.  On the questiou of the extent to which this substi-
| tation of pold for silver would ultimately be carried I am wnable to offer any

Lapinion. o , Slrshes (e | R

~ Silver is at present used for hoarding (as o store of value), and for
 ornament. When it ceased to be the monetary standavd of India it would be
less suitable for hoarding, but it might continue tobe largely hoarded in the |
form of rupees, and on the other hand, silver bullion would fall considerably
in value and price, and its greater cheapness would tend to incroase its use
. for purposes of ornament, =1t must be uncertain to what extent gold would

‘begin to take the place of silver for hoarding and ornaments after the estabe
~ lishment of a gold etandard, but in the first ingtance, at any rate, the extent

- of the change would probably not be considerable, -

: It is beld by somie that if a gold standard were established in India a

. great deal of the gold that is now hoarded or held in the form of ornaments

. would be brought to the Mints, coined and put into cirealation, T have never

“baen able to accopt this theory. Why should a Native of India give up his

‘habit of hoarding, or an Indiau lady cease to take a pleasure in the wearing
or possession of gold ofnaments, merely because the Government of Lodia had

‘established a gold stapdard ? ' :

There is, however, a large amount of gold imported into this country
every year, and there must always be a congiderable amount of gold in the
hands of bullion dealers, 1 think that if we had an effective gold standard
it is very likely that all this gold, which is, as it were, waiting till the tima
for absorption arrives, would be goined and become part of the cirgulation for
the time, o facilitate this result I would propose not to churge any seigoior-
age on gold coins, L '

. 46, In this paper 1 have dealt with the question of a gold standard for

ndia from a practical point of view. Many objections, founded on consider=
ations not of an immediately practical nature, may be raised to the introdue-
tion of a gold standard into Indis. Some of these objections appear to me to
possess weight, others I believe to be imaginary. I have no hesitation in
saying that an international agrecwent for the free coinage of both silver and
gold and for the making of them full legal tender at a fixed ratio would be far
better for India and all other countries than the establishment of the single
gold standard, even if the latter course be possible.

Uuder the former system the worst result that conld happen wonld he the
disappearance of one of the metals from eirculation, but this would only
happen by the other metal taking its place and graduallyMriving it out, anud
under guch cireunmstances all countries woald have the same standard.

The general adoption of the system of douhle legal tender would be
a perfeotly safe measure and would be a final setblement of the question,
The attempt to establish a general gold standard is wot free from risk.
History affords instances of the establishment of a gold standard in one or
more countries, butl sooner or later the standard was changed. It may, how-
ever, be that thie conditions of gold mining have so greatly changed that a
gold standard ean now be maintained for an indefinite veriod,

: 17, With regard to the question of the expediency of attempting to
introduce a gold standard into Iudia, I do not go further than saying that if
8 general agreement for the free coinage of both silver and gold at a ratio
caunot be obtained, aod if the United States does not adopt free coinage of






| Nortsroirioy |8y ‘muk Goverymuoyr or Iypia, Finaxce snp COMMERGH

Duparruenr, No. R662, paTen 267 June 1893,

. The Grovernor General in Council hereby announces that until further
orders \gold voing and gold bullion will be received by the Mint Masters of
 the Caleutta and Bombay Mints respectively in exchange for Government

riapees, at the rate of 7°58344 @rains troy of fine gold for otie rupee, ou the
- following conditions ;- " MK
: (1) Sueh ¢oin or bullion must be fit, for coinage.

(2) The quantity tendered at one time must not be less than 60 tolas.
(8) A charge of one-fourth per mille will be made on ali gold eoin or
A " bullion wlich-is melted or cut so as to render the same (%

: for receipt into the mint, _

(4) The Mint Master, on receipt of gold eoin or bullion into the

| Mint, shall grant to the proprietor a receipt which shall entitle
‘him to a'certificate from the Mint and  Assay Masters for the
amount of rupees to be given in exchange for such coin or
‘bullion payable at the (Eaner‘al (Reserve) Treasury, Calcatta ov
Bombay., Such certificates shall be payable av the General
Mreasury atter such lapse of time from the issua thereof as the
Comptroller General may fix from time to tiwe.

o
!

NoTIFICATION BY TuE  Goversment of Ivora, Fiyaxon  anp CoMMEROR
i Deeawcuent, No. 2663, parep 261y Juxe 1893,

. In supersession of the Nolificaticn hy the Government of India in the
' Figancial Department, No, 3287, dated the 2Kth Qctober 1868, which is
~hereby cancelled, the Governor General in Council is pleased to direct that,
from and after the date of this Notification, Sovereigns and Half-sovereigns
of current weight coined at any authorized Royal Mint in Hogland or
 Australin shall be received in all the Treasuries of British India and its
dependencies, ib payment of sums due to the Government, as the equivalent
of fifteen rupees and of seven rupees and eight annas respectively.

—

NOTIFICATION BY  THE _,Gmﬁxsnmr.m;:tr' or . Inpia, Fixavoe anp CoMMERCR
- Dzpanryent, No, 2664, varep 861H June 1893,

Tn esercise of the powers covferred by the Indian Paper Currency Act,
1882, a8 amended by the Indian Coinage and Paper Curvency Act, 1883,
and of all other powers enablimg him in this behalf, the Governor General
in Council 18 pleased fo direct that currency notes shall be issued by the
Head Commissioner of Paper Currency, Calcutta, and by the Commissioner

of Paper Currency, Bombay, on thie requisition of the Comptroller Generul,:

‘in exchange for 'gold coin or gold bullion at the rale of one Government
rupee for 763544 grains troy of fine gold. Sovereigns and, Half-sovereigns
of current weight coined at any authovized Royal Mint in England or

Australia shall be taken as the equivalent of fifteen vupees and of seven rpees

“and eight aunas respectively.
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b, WhileI am of opinion that the Government of India might, under ordi-
xl_ﬂr%r circumgtances, undertake to make a grant of 500 lakhs yearly for
. Railways and Terigation, the question of the amoeunt of money that the
Government of India can undertake to find during the coming year must
1o specially considered with reference to the present financial position and
thie prospects of exchange. sl : ' :

The Budget HEstimates of the cnrrent year showed a deflcit of
Rx, 1,695,100, Since the Estimates were prepared allowances have been
sanctioned for Buropean and Eurasian officers not domiciled in India to
ecompensate them in some degree for the fall in the rate of exchange, and we
have undertaken to pay furlough allowances at the vate of 1s. 64, per rupee.
These concessions add materially to the expenditure so long as the rate
of excbange with England is below 13, 64. -

+ On the other hand, no steps bave been taken to secure finaneial equili-
brinm except the stoppage of the free coinage of silver with the intention of
ultimately mtroducing a gold standard into India, and in the hope that
the permanent rate of exchange might be fixed at not less than s, 44.

6. If the stoppage of the free coinage of silver had resulted in raising

the rate of exchange to 1s. 4d., our most pressing financial difficulties would =

“have been relieved. _

The rate of exchange has mot, however, risen to 1s. 4d.,, and though
the Secretary of State has practically ceased to draw bills for three months,
the demand rate of to-day in Caleutta does not materially exceed le, 8d.
1t is impossible to say what the course of exchange will be during the next
few years; but T have no hope that the Secretary of State will get an
average rate of ls. 4d. during the remainder of the present year, and the
fature is so uncertain that it is impossible to bhase our action on the assump-
tion that the average rate of exchange will rise as high as 1s. 4d. during the
financial year 1894-06. ' :

- * % * * * * 3 ¥ o= *

9, We have taken the preliminary steps towards introducing a gold
gtandard into India, and it is of vital importance that our policy shoald be
carried to a succeseful issue. Before the Indian mints were closed to the
free coinage of silver, it was possible fo hope that that measure would of itself
lead to the rise of the rate of exchange to ls. 4d., that" we should only have
to wait while a gold reserve accumulated under trade ivfluences, and that
the gold standard could be introduced into India with but little trouble. It
seems impossible any longer to entertain the hope that the mere closing of the
Indian mints to silver will lead to the accumulation of a gold reserve, and
bring about the effective establishment of a gold standard without its being
necessary for us to take any further steps in the matter.

According fo present appearances the establishment of a gold standard
 will be a work of time and labour, invelving sacrifices so heavy that they

~may tax our resources to the ntmost.



'-"_-1.05..:'.'0':1 the other hand, the sp_e.ed_y-' eptablishment of the gold standard

is most desirable, We have now neither a gold standard nor o silver gtandard ;

our trade with China suffers severely and our frade with gold standard
© gountries has wot go far been appreciably facilitated. The measnres taken

_to improve the position of the Furopean services (the grant of exchange

compensation allowance and of favourable rates for the payment in England
of rupee pensions and furlough allowanees) have, in round figures, converted

g rupee liability of Rx. 4,380,000 into a sterling liability of £3,312,000, This

conversion, at favourable rates, of rnpee liabilities into sterling labilities has
udded! matorially to our rupee expenditure, and the additional expenditnre
will incronce with every fall in the exchange value of the rupee, and must
aggravate our financial difficaliies so long as we are unable to effeatively

 establish the gold standavd,

' 11. The establishment of the pold standard in India has been undertaken
under specially unfavourable conditions. . |
" 1n the first place, the drawings of the Secretary of State are very great
| in proportion to the magnitude of India’s trade and of her total revenue,

~and, as I bave already ehown, these drawings do vot constitute the whole
of the burden of this nature which falls on that trade,

" In the next place, we are attempting to introduce, or hoping that we

may be able to introduce, a gold standard at a higher rate of exchange
' than that which prevailed when the Indian mints were closed to the free
coinage of silver—a task the magnitude of which it is imposgible for us to
measure, _

Tn the third place, we are frying the experiment when our finances are
gerviously embarrassed, and when expenditure materially exeeeds revenue,

Considering the magnitude of the interests at stake, and the difficulties
“we have to meet, we ought not to throw away a single chance, or to do any«

thing which might deluy success by a single month. The longer the delay in
establishing the gold standard, the weaker will be the confidence of the
general public in our ability to make the gold standard effective ; and the
greater our loss of credit, the more difficult will our task become.

12. Varions devices Liave been put forward under the impression that
they would solve the ditieulty, such as a refusal by the Becretary of State
to scll dralts at a lower rate than ls. 4d., or the imposition of an import, duty
on silver.. The forreer proposal appears to me a most dangerous one. 'Lhe
Secretary of State possesses no power to regulate the rate of exchange on
India by manipulating the sale of his drafts. He has certain sterling pay-
" ments to make in London, and he must draw bills to an amount sufficient
to enable him to do so, aund he eannot sell the necessary amount of bills
anless he is prepared to let them go at the rate at which the market will
take them. If exchange will of ifiself vise to ls, 4d,, we need not interfere
to fix & minimum of 18, 4d. ; if it will not rise o that rate under ordinary
market influences, the “only resuls of withholding bills will be to give a
temporary stimulus to exchange, with the result of cavsing a more than
proportionate reaction at a subsequent period, An import duty on silver
would now have no more direct effect in raising exchange than au import
duty on piece-goods or any other commodity,~—perhaps not so much,~and
it would be attended with evils which would seriously counterbalance any
advantage that could be expected from such a measure, There is, in fact, no
royal road to the eatablichment of a gold standard in India, and specially to
the establishment of it at a higher rate of exchange than that which prevailed
when the Indian mints were closed, ' \



ATH

13, The only sound and certain method of establishing the gold standard
i€ to be found in the necessary redumetion of the rupee currency, Wakoow %
that there ate muny coined rupees in existence which may bé poured into that
curreney, and we can peither say what the total amount may be, or what
length of time it may take to make the necessary reduction, Nevertheless

. the diffienity must be faced, and the sooner it ie faced the better.  There can
be no real reduction of the eurrency until we possess a surplus of revenue over Ay
expenditare which' may be devoted to this purpose, and in my opinion the
primary duty’ of the Government of Tudia is o re-establish  financial
equilibrinm either by reducing expeaditure or by imposing addition:l
taxation, Any surplus that would then be available should be devoted to
the withdrawal of the redundant currency. The process may be tediohs and
difficult, and involve a heavy sacrifice, but it we persevere in this course we

- may hope that the gold standard will ultimately be established, and by no
- other process can we maka certain of arriving at the desived result, . _

14, The task of establishing a gold standurd will be facilitated if, at the

- same time, we can succced inreducing the total amount of the reémittances
to Kngland, and in any case we ought serupulously to aveid ineressing them.
FHowever beneficial the construetion of new Ruilways may be, we must

xeeollect (hat a heavy expenditure from borrowed money on Railways would

- mot only involve, for a time at least, an inerease of net expenditure and thus
render 1t more difficult to establish' finaneial equilibrivm, but would add
permanently to the amount that has to be remitted to England, and thus
directly tend to depress exchange, and counteract any efforte we may make
towards the establishment of the gold standard. . il

The measures which the Government of India should adopt ave, in
my opinion, a8 follows ;- Y : 2 :

(1) The immediate establishment of financial equilibriam, whatever
the cost-may be, ' ! _ {

(2) The devotion of any surplus that may be obtained to the redue-
tion of the number of coined rupees in cireulation, such
reduction’of the currency to he carried as far @3 may be
found nécessary to prodace the desired result. _

(3) The reduction 'of, or at least the avoidance of any increase to,
the Home charges and the total remittances to England-—a
progess which necessarily involves the application of a strict

Jimit to' the construction of Railways and Canals from bop-
rowed money, and which, if the Famine Grany is suspended,
will necessitate a contraction of the present Public Works

; programine,

Objections may be raised to the stringent proposals which 1 have Just
stated, and especially ‘to the proposal to restrict the expenditure of ' borrowed
money on Railways, but we can no longer postpone with safety the task
of facing the position before us in the bope 'thut something may turn up
which will enable us to avoid fulfilling an unpleasant duty ; and the Govern-
ment of India fail to take steps to' place the finances in' a sound eoudition, .
and shrink from adopting the only means which can be depended on for
effectively establishing the gold standard, X apprebend that eonsequendes
will follow which may be of the most serious nature. -
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. Mixvre, paren 1us 171R Ocroser 1896, By e Howourasie Sin Jawss

'WERSTUAND, DISCUSHING THY PROPRIETY OF ALTERING THE RATRH AT WHICH
(o GOLD SHOULD B TAKEN IN RXOHANG® FOR RUPEES ¥poM ls. 4D, To
In my Finaucial note npon the proposals relating to Railway construetion
. which are now hefore the Government of India, I bave shewn that the divect
- gongequence of the transactions, which will pass through the Aceounts of
. Goveroment, will be the reduction of the Secretary of State’s drawings from

 their present figure, about 17 millions sterling, to 14 or 144 willions, and I bave

' alluded to the possible evil consequences of that reduction upon trade and

. commerce, T regret to say that sinee I wrote that note, the probabilities of
‘heavy famine expenditure have greatly increased, and there i3 now, more than
. ever, reason to say that this estimate of 14 or 14% millions of drawings for next
. year is the highest we can make, H '

_ 2. T intentionally avoided entering upon a difficult and obscure subject
‘closely bearing upon this guestion, 7:2., whether in the coming year the scar-
city which is impending over India would have any considerable effect in

‘reducing or inereasing the balance of trade; or whether it would so alter that
balance as to fit it more nearly to the new restriotion of the amount of Couneil

" Bills, There i no doubt that Todia will have less available produce nuder one
‘or two of ite chief articles of export, but, on the other hand, the means avail-
~able to the people for: expenditure on imports (for example on Manchester

goods) will be less; and' imports also will for this reason be vestricted. This

was the view 1 took, but considering the obecurity of the detaile of these

. operations, I thought it wisest to avoid speenlations on the subject; and to
- asspmwe no alteration either in the way of decrease or in' the way of incredse
. in the balance of trade,

8. There is, However, one sspect of the new programme which will intensify

 the affect of he restriction of Council drawings. Over and above the trans-

actions connected with Railway construction, which pass through our accounts,
- there is the following anticipated outlay during the next three years ;-

. ; 000 REx.
1. Consfruotion of Branch Line Companies: . . v o 778,75
2. Oenstruction of Assisted Companies 4 & . . 241,007
8. Godavery Valley Railway # > ¥ > » . 8,07,25
| 18,27,00
4. By Naiive States. . . . . . wil i . 2,01,90
Toraw . 16,18,00

' Now, even if we assume that the whole of this iast item will be found out
_ of capital existing in India, yet the hulk of the first three items, that is, fouy
-or four-and-a-half crores a year, will be practically European capital invested
in Railways in this country.” I say *practically,” because for purposes of
remittanee the same effect'1s produced by the diversion towards investment in
" this conntry, of money (say the savinga of Kuropeans) which would otherwise
- be sent out of India for investment in England or elsewhere, as is produced



by the re'mitta.née from E'nglajzd, For ;iqyesttheﬁ_'t here, of capital aconmulated

in Eagland, ' sth A iy i i _
4. All these transactions are on a much larger scale than anything of

which we have liad recent expervience, and they all ¢reate a demand for remite

tance from Hngland to India (that is, for Connell Bills), So that we may

anticipate that not only will the amount of Coungil Bills have tu be greatly

reduced in respect of one portion of the programme, but at the same time,
an enlarged demand for them will be ereated by anothar part of it. j
5. In the note to which 1 have referred, 1 drew aftention to the evil effects

apon firade of 4 demand for remittance, which might have a sudden and consi- '

derable effect in the way of raising the exchange value of the rapee. It will
be een that that effect is enhaneed by the considerations now set forth, T
desire therefore to suggest, as a measuve for the prevention of these antigipated

sbraing, a revision of that portion of our currency meagures undertaken upon
26th June 1898, which fixed at fifteen rupees the rate at whieh sovereigns were

to be received in our Treasuries and in our Currency Department. I would

change it now to Rs. 16, being an exchange of 1s. 84. instead of 1s, 44.

6. The introduction of a rate for exchange of sovercigns had a two-fold

object: Xt was fixst of all intended o get a limit upon any excessive riso in
.. the exchange value of the rupee, and in the second place, it was intended to

lay the gradual foundation of a gold eurrency.,

7. The first aspect of the matter was dealt with in paragraphs 147 to 150

of the Herschell Committee’s report e
“147. 1t appenrs to be desitable that any such acheme ehould afford sscarity against any
sudden and considerable rise of exchange. If the olosing of the

Provision agaiust & sudden ynints wore thought likely to lead o such a rise, the opposition

. P i to the measurs would, no doubt, be greatly augmented. In all

 prabability the cessation of free coinage of silver would be immediately followed by s £all in

the price of thiat motal. If ab the same time e¢xchange rose considerably, the divergenca
batweon the rapoe and its intrinsio value wonld become at once very marked. The difftcnlty

“ of maintaining the rupee at its higher exchange valuas might be ineressed, and the appres

heniions of disaster which ave entertained, even if they be oxaggerated or unreal, would be
intensified, .
148, ‘Moreover, the rise in exchange would be ealenlated to lead fo a fall in the price of
Indian produco. And, if this were scen to follow, and believed to be cansed by the action
of the Government, public opinion might be disturbed svd the' sitoation might beecome
eritical.  The view has been expressed that, even though fhe mative producers might not be
likely to be aotively hostile to a sehemo which left prices unaffected, they would be far from
indifferent, and the state of things might become dangerous if prices began to fall very
senstoly, . .
i 13;9. What, then, wonld be the effect of the schems suggested by the Government of
IndiaP Closing the mints, even if the Government of Indis wers to issue the proposad
notification that gold coins would be made legal tender at a rate of 13§ rupees to the gover-
eign, might bring about a rise in exchange to the level thus indicated, viz., 1s. 6d. per
rupee. It i8 true that those who think that exchange would not for a considerable time
vige at all, and that even the existing ratio might not be maintained, may be vight in their
antisipations, But it must be admitted that on sach a Eomt no one can predict with ceps,
tainty ; exchange might rise suddenly and_ considerably, nnless the'(iovermnent wera to
interfere actively to provent it ; and the public would not feel any certainty as to the conrse
they would take, ¢ e \ y
“ 150, The scheme might, however, be so modified that {he exchange could not immedis
y ately rise much above ity present level. 1t might be
d{'ﬂnyg‘tﬁ"rzgg‘l‘:“ of rupeca on tendorof | \p5vided that the mints should be closed to the publio
* : for the eoinage of silver, but should be unsed by the
Governnent for the coinage of rupees if required by the public in exchange for gold, nt n
ratio to be fixed in the first instance not muzh above that now prevailing, say ls, 4d, the.
yipee, Any fear of a considersble rise would thus be allayed, and any evil effects of sich a
vise would be provented.  Moreover, aven if ailver full, the divergence Letween the nowinal



| and the intrinsia value of Lhe rupea wonld not bi ko great as if exohange b the same time

" rose. | There would be these additional advantages : first, the currenoy wonld not cense to be

| dntomatie; uext, it would be  less violent step thau closing the mints altogethery  They
| would practieally romain open, aubjoet to certain vonditions. Tt would be the gmallest ¢ epars
" fure (rom the stutue yuo which could accomplish the objeet the Government of indin buve
lin view. Besides these advantages there wonld be the further gain, that it would still
lewye the volume of the rupee ooinage doprndent on the wants of the people of India, and

‘tha faot thal rupees wight continue to be coined would tend to prevent silver falling as

(' muoh on would be the case if it weve supposed that the coinage of rupees was to orawe allo-

- wethew”

gl Iﬁ-'par_a,graph 156 the Committes made the recommendation that gold

| shonld be received ¢ at o ratio to be fized, say, ls. 44, per Tupeo ” :

%158, But we consider that the following modifications of thesa proposals are advisable.

| '3I'l'hé'clésing'..of-'the' mints sgainst the free soinnge of silver shonld be accompanied by an

' announeemaont that, thongh elosed to the pablic, they will be nged by Government for the

il | coinage of rapees in exchange for gold at aratio to be &

hen  fixed, sny, 1s. dd. per.rupee,

and thet at the Government treaguries gold will be ree eived in satisfaction of publie duos af

ol ‘tho same ratio.”
19, Thig recomm
the following from the speech of the Marquis of Lassdowne on the passing

endation was adopted, and it will be sufficient to qu’nt;

of the Bill for cartying out the measures -
“ Phe step recommended by the Comrittes will not produce any vielent disturbance of
values, It will, to use the words of Messre. Farrer and Welby, °not materially alfer the

v ._-_f:gsent volations between dobtor aund sreditor, but, on the contrary, prevent those relations

ing altered in the future by a further fall” iy
% Tt has also this furbher advantage, that it provides an sutomatic means wheveby it will

 be possible tb prevent the elosing of the mints from leading to s neddgn and violent disturhs
miee in the sate of exohange. I refer of course to the provision thathany person may hove-

' after bring gold to the miuts snd obtain for it rupees ut the rate of 1s, 4d. per rupee, and

* that gold may be tendered in payment of Government dues at the rame rate, which is equal
" to.one sovereign for Rs. 15. 1 need soarcely explain that the cffeot of this will be that,
should exchange show a tendency to rise in the open mwarket beyond the rate originally fixed 3

ghould it, for exnmple, rise to n vatio giving, let us say, ls. 43 ns the equivalent of the
rupee, or scmething less than Bs 16 for the sovereign, it will at once begome advantageous:
to bring gold to the mint, and (0 exchange it at the full rate of one sovereign for Rs. 10e

In this manner, by a self-acting process a rise hoyond the level which bas been provisicnally

indicated will be rendered iapossible so long ss that limit remsins in force.”
10, As regards the secoud aspect of the matter, uez., its begring upon the
ultimate establishment of a gold curvency, the following quotation from a

__-mimit:e of two of the Members of the Commiltes may be transoribed —-

7. This clowing of the mints, however, is only the first step in fhe process contomplated
by the Indian Government, and that process will not be complete until gold is mude full

Jegal tender, and is received into the Indiax eurrency as freely as gold is recoived in England,

or as silver is mnow rvecoived in India. This may be effected either by the free eoinage of
gold ot the Indiun mints or by the free reception under arrangement with the Tmperial
Goveinment of gold sovereigns coined in Kngland or in Australia ag legal tender vurrenoy

"of India. When this is done, the change will be complete, and India will then have a gold

standard of value, and & gold automatic currenoy, the quantity of which wiil depond on the
demand for it. What that demand may be is uncertain. Sir D. Baxbour estimates the out-
side of the quantity needed %o maintain the gold staudard at 15,000,000, or one-fifth in
value of the estimated present rupee currency. But, whatever the precise amount, the gold
ourrency is not expected to be more than a small fraction of the actual curreney in ciroula~
tion, :
Tw # ) i %

* 14. At any rate, the expense nescssary fo procure and retain the requisite amount i3 ene

* fhat eannot be avoided by any Guvernment which desires to maintein the oredit of its ou

roncy, and will be insignificant compared to the loss of which the Indian Government now

- eomplain.

15, Under these cirenmsiances, we could not join in the recommendation cortained in

the report without ab the satue time recommending that the Government of India should, in
“view of the ultimate adoption of the wholo of their plan, be prepared to secure the convextis
 bility of their token silver currency, avd should with that object acoummulate a suflicient
. resorve of gold.” '



11, Now, fiest T have to vemark that the l"oﬁi'ﬁ)i‘ﬂﬁe' did not 'atfaéh"égiiy'.' i il

iraportance to the precise ratio of 1s. 44,  Their vecommendation was worded
thus; a ratio to be fised, say, 1, 4d. They even conterplated its being
ultered aftor being firsf fixed, with the sanction only of the Secretaty of State
(rede paragraph 151), though the difection in which uceasion would avige for

AAts alteration was considered’ by them to be rather that of a higher than of & e

lower exchange. . j ) SR
151, The Government of Tndia have expressed the opinion that there would bs no praes
Aleal dilbeulty in eprrsing such a modified rehenie ag this into «ffeet. It would not, of course,
be essential to the plan that the ratio should never be fixed above L, 4d.s civeumstances might
arige reuderhig it proper, and even necegiaryy to raise the vatio ; and the Indian Government

wight be empowered to alter it with the sanction of the Seoretary of State. Sueh w

schemo would, indead inthe first instance, be tentative, and would not itspeds farther action
if cir’cumata?uceﬂ shoild render ibdesis-&ble." i g e o R

12, Bir David Barbour gimilarly, when intioducing the legislation,
intimated that the establishment of the ls, 4d. rate was temporary only, and
that the settloment of the permanent rate was left for “the light of future
_experience,” ' _ ] f

“It is not intended to do more at present thau stop the free coinage of silver at the
Indian mints, and, os a Yroviﬂmnul arvingement, to provide for the issue of rupeos at those
mints in exchauge for gold at the rate of 1. 4, per rupee. | The walkivg gold woins legal
tender, the setflement of the permanent rate of exohange between gold and the silver rupes,
and the other measures necessary for the final and effective establishment of & gold standard
in India, will bo provided for Ly futore logialation and in the light of future experionce.”

13, This particular ratio of Ls. 4d. was selected on the following considera-
tions: first, 3t was “not mmeh above that now prevailing > (paragraph 160
of report).  Becond, it was considered that a lower rate would not relieve
. the Government from its financial difficulties. Tiord Lansdowne said in the
Legislative Council ;== | _ - : _

' “ These preeantions will, T hope, go far to allay the apprehensions of those who mistrust
the idea of any attewpt by Government to inorense mrtifioially the value of its ourrency.
Upon the other band, the provisional ratio whish the Commitiee has recommended, nnd
which may, should eiroumstances heveafter voquire it, be raised, issuffciontly high to afford
the G overnment of India immediate and subsantial relief from its most pressing diffonities.
Had the ratio been fixed lower in the first instance, I do not ses how it wouald lave been
poseible for us to aveid adding to the taxation of the empiie.” s (b

[Here again we see the vate talked of as a provisional one.]

14. We know now how mueh foundation there was for the feeling of
uncertainty s to the ultimate results of their action to which the Committes
gave expression,  Their anticipation was that the rate of exchange might

(not {0 say, wonld) immediacely rise, and that it was necessary to set a linit
to that vise, Had they foreseen what we now know to Le the result of the
mengures that were taken in 1893, they would certainly not have gone so
high ue 1. 44, and to me it seems nndoubted that the considerations which
“induced them to recommend that rate, would, if they had more clearly forcseen
the consequences, have recommended, much rather, the rate of le. 34, 8o
far as our experience duving the past three years has shewn (apart from the
considerations special to the present Railway proposals), the ordinary course
of trade scems to he establishing a rate that may within a short time rise to
ls. 3d., but is likely to take a Jong time to rise to ls. 44,

15, 1 do nob regard a question of this kind as one on which we onght to

‘be impatient for a final result.  Three, or four, or fiva years arve but a short
space of time in the history of an Empire, or of its currency and trade moves



ment& .:"Fl.:i's'cdn'sifi.e-ratio'n has withheld me hitherto from ‘fbl'ﬁ)ﬁll;-"- ralsing

« the question whether it Wae wiser toaim ab a rate of 1s, 34., which might be

soon attainable, or to wait a possibly considerable tine for the higher rate of
1. 4d., although T had it in mind eéven before the rise of exchange that toolk
‘plage last March, But now that I have before me precisely the gontingency

‘which the Herschell Committee desirad to guard against (272, a sudden rise

. in the rate of exchange), and when moreover I see that ihe Herschell
. Comamittee themselves, if they hind had in 1898 the knowledge which we new
possess of the result of their action, would, so far as I can read their mind
from their repbrt, have preferred the rate of 1s. 54, to that of ls. 44, and
. when T gee moreover that the ls. 4d. rate was treated, on all sides, as a

provisional oue only,* I think it open to me now fo raise the question, ‘Ghe
dread of ¢ pressing diffieulties *' ariging in connection with our revenue account
8 now mo Jonger present with us. We know on the contrary that a settied
rate of 1s. 3d., if 1t gonld be attaived, would be to us a haven of rest, in

which we would immediately oonsider not any question of “adding to the

tixation of the Lmpire,” but how best to select among the methods of tednes

At

. 16. If the question may be reopened, 1 think the time is extremely
opportune for doing so. The coast is clear for action, for I think not a
single sovereign has beon regeived by us under the 1s. 44. rule, so that we
are wot bound by any past transactions of our own, Moreover, the present
rate of exchange being only about ls, 234., we may take for granted that not
a single Forward exchange engagement has been made which will be in any
way affected by our reducing the maximum lmit from 1s. 4d. to ls 8d. Stili
farther, we have before us operations, created by a new policy of our own
whieh will in the presout state of cirenmstances give rise to the very evils
which the Committee’s fixed rate wag intended to prevent, unless we, follow=
ing the line of policy they laid duwn, now apply the proposed revised rate
) -Qf 18. 3(3’. i ; ; i
17, Mhat the danger is not unreal will, I think, be evident from the
following considerations, Last year, in the middle of October, the Bank of
Bengal rate was 8 per cent., and from then till the end of the financial year
the Necretary of State drew for £7,500,000; the resnlt was that the rate
of.g;ehange';veut up from 1s, 144, in October to 1s. 2§ in March.  This year

| the Bank rateis 6 per cent,, that is, we begin with a tighter market ; the Secrefary

_ of State, acvording to his programme, will draw for £6,900,000 only, during
‘the same period. We start swith a present exchange of ubout 1s. 234.; so that,
apirt from any cffect the soarcity may have upon tiade, the effect upon

‘exchange will be move intense than last year, and we may confdently expect
a rise in February or March beyond ls. 8d. We contemplate announcing
at that moment the intended short drawings of the year 1397-88. Should

we not, prepare against this at once by establishing our gold price, for treasury,’

and currency at 1s, 84.7
18. The resuit will be that both traders and ourselves, and also those who

are interested ip finameing owr Railway schemes, will coutemplate with
é'quani-mity the short drawings of the Secretary of State, und the dilficulties

# My. Bertrém Currie, one of the Committee, in & separaie minute, nrged that no rate
should be fixed until experience had shewn the actual result of the slosing of the mints, It
Cwas the fear of an immediste and serious rise which induced the Government to announse

the rafe at thie dime of decluring their poliey,



donnected therewith. In obedience to the laws of commerve, the exeess vos
‘Inittances which have t be mada from England to India will como et in
the shape of sovercigns or of gold ; they will be presented to us, like Conneil
Bills gre, in exebange for rupees; but they will remain in owor treasuries a
reserve available' for our treasury aud curreney purposes in the same way
| that coin is available, For there cannot be a doubt that every sovereign will
find ample field for use as current coin at Ks, 16, siuee we shall certainly
never reduce below 16 the price at which we are ready to exchange them
for rupees,  So long as the eonditions of excess trade demand for remittancs
from Hurope remain in foree, gold will continuve to come out to thig country
ot this rate of 1s, 84, ; and if at any time they arve reversed (ac they are not
Jdikely to be for some years at least) the gold coin, whether left inthe hands
of the public or remaining in our treakuries, will find it way home, either
diveetly or indivectly, in relief of the deficiency of trade remittance from
England. 'We can in no eventi'be worse off:than we are at present, and we
may and probably will be better off. : kel . ! i

© 19, 1 wish ‘to explain this )ast sentence more fully, and ¥ shall use the
phrase “ ordinary conrse of eschange ” as meaning the couise which excbange
will take if no alterafion is made in the ls. 4d. limib, s 7
Exchange will in the future in its ovdinary course either be below 1s, 84.,

or between that figore and ls, 4d.  While it is in the first of these stages, it is
of no practical consequence whether the limit is at 1s. 4d, or at 1s, §d. But
while it is in the second stage, we will, it mafiters remain as they sare; be
. (Xposing commerce and trade to the risks attendant upon a considerable rige
of rate, while if we alter the limit, we shall not only save thut visk, but ehali
be making definite progress to a gold currency. i
20, If the circumstances of the future are such that in ordinary course
the rupee would rise above ls. 84. and thereafter again fall below it, then if
we make no alteration 1n the hmit, we shall have exposed commeree first to
@ rise and theun to a fall of exchange, wheveas if we do alter the limit we shall
have maintained the vate permanently at ls. 3d. daring the whole period of
what would otherwise have been the rise, and also during so much additional
time 88 it takes to abzorb the gold that we shall have laid vp dating the
pariod of the rie, For, so long ae we bold a single sovereign in our treasuries

which we ean remit to bim, the Secretary of State need not sell a single

Bill under the rate of 1. 34. it

_ 21, From every point of view therefore the change from 1s. 44, to 1s, 34,
has become desirable in the interest both of fixity of exchange and of the
ultimate establishment of gold standard, From oue point of view only can
considerations affecting Government be urged against it. With an ezcbange
of la. 4d., other things being the same, our revenue account is better by some
{wo erores of rupeesthan with an exchange of e, 84, But then the whole
question is whether other things do remain the same, This involves the
whole considerztion whether 60 croves of taxation and the like, the rupee
being worth 1s. 4d. 1n gold, are or are not a smaller buorden than 62 erores
when the rupee is worth ls. 34, in gold,~a question most diffioult and .
abstrose, T can ouly say (and in this I speak only for myself, but am re-
peating opinions I have given expression to for a long time past) that in my
opinion our financial difficulties of the past twenty years have arisen more
from a falling rate of « xchiange than from a low rate of exchange; that is to
way, using the illustration already given, from the fact that we were gblig.d

-



%o raise the amonnt of tazation from G0 erores to 62 orores hefore the altered
. value of silver had sufliciently operated upon prices, rates of wages, and other
| ggonomie eircimstances to make the now 62 crores of burden less than the
| old 80, 1t is certainly true that falling exchange has compelled us to resorb
 more than once o inereased tazation, but it is gertainly also true fthat falling
exchange has had a great deal to do with the continually inereaging produce
. of each of our sources of revenue, L _

2%, S0 long as the “ovdinary coutse of exchanga’’ for the future would
| give us less than 1s. 8d. we suiler nothing, even in our revenue account, from

' '*gﬂdpt.iug 1s. 34, as our rate for the receipt of gold, If the * ordinary course

 of exchange "’ would give us more than that, then T think that the advantage
' of fixity of exchange, and the probable earlier establishment of gold currency,

1§, in puvsnance of fhe poliey of the eurrency reform of 1893, o greater ad-
_vantage than any we are likely to derive from the enbancement from ls. 8ds
' $6 18, 4. of the value of our rupee for the purposes of payment of our stere

. ling liabilities. The Hersehell Committee rojected the proposal to wait for a

 possible futuro rate of 1s, 6d., and thought an earlier (they anticipated an
| immediate) rate of ls, 4d. preferable to all the iterests concerned. For the
. same reason, adopting their views, but aceepling the light of later experience,
I consider it preferable to fake an early (and possibly an immediate) rate of
1a. 84, rather than a rate of 1s, 4d., which we may have long to wait for.
798 1t ig in view of the great difficulties we shall have to meet next year
that I press the consideration of this proposal. We shall bave to finance w
famine (how big a famine we do not yeb know), and we shall have at the
same timo to flnance a much larger programme of Railway construction than
has yet been attempted. W hat the difficulties of a famine taken alove may
come to we can see from the figuves of 1877.73, a year in which the direct ex-
enditure upon faraine was Rx. 6,345,775, 'The drawings of the Secretary
of State in the years before and after that were as follows i— -

£

1875‘76 ol - » . - L] . . 12¢389,613
1876 '?7 [ . n - . ° . » 1 2,6 95,?“9
) 1977‘78 [ ] - o (] " . L] a ]0.134,455
1876'79 . L . L . - . L] 1:'319]:8-.555
1879'80 U A . " » - L » 15,261;810

-

Buat as matters then stood the deficiency in the Secretary of State’s capas |

 eity to offer Council Bills was casily made up by remittance of silver to India,
and for the above years the following are the net imports of that metal 1v

‘Rya
187670 a ) . ' ’ ' . 1,555,360
1876-77 v . ’ . . . o 15198872
1877-78 " ® L] - a [ 14}676»335
18?8"79 ’ . " . . . 3 ,970,69 4
18?9'30 . * . v ® L] 7,869;742

The satety-valve then open, the necessity of which is shewn by the extra.
 ordinary figure of 1877-78, is now closed, and the figures therefore convey a
warning of the difficulties we may next year have to meet. For the only
possible safety~valve now is the remittance of gold and nob of silver, and thab
gafety-valve will not be open under present arrangements until our foreign

2K



i trade hag firet pa;sed-_.:tl{mug-ﬁ: t.hé_ p_eriod..._:dfﬂ. :._disfi;'ﬁbhh'aé &qécri_b-éﬂl .i'nf tfhé-:ex-.-” /

tract quoted in paragraph 7 above, which will be necessary for its adapting

itsclf to a rate of exchavge which is nearly two pence in excess of the present

ratol _ : ; _ ! i) FBALEF AR
%4. With the rate now fizxed at 1s. 84. little or no inecnvenience will arige,

either to as ar to conimerce, from any reduction or even frnm_any stoppage of

Counail Bills. ' 'We shall have linked ourselves, for the time at any rate, top

the gold standard of Bogland ; and if our remittances fall in arvear, it will not

be an arrear that we have to make up in the futare, for the trade remitfance

will at once commenes to be earried on by gold, and we ehali possess, in gold

in India, the means of paying off the arvear at any time we pleases i | 1A
25, Famive relief is a kind of expenditure which c¢annot casily be measured
beforehand, and yet has to be met without delay, when the necessity arises,

The task which is before us of financing next year both the anticipated famine

and our Railway c})mg-ramme will under any circumstances be one of the groate
est difficulty, and it is one which in my opinion will be impossibile, or at least
will be productive of serious consequences unless, by altering ss I propose the

rate at which we receive gold, we loose the link which at present binds fos

gether our operations and those of trade remittance, and thus geb ourselves
' free to consider these qnestions of resouice solely as they affect our own opera=

tions, without having to'consider at the same time the disastrous effects they

may have upon commerce., 1 think it is a necessity of next year’s finance

that the Sceretary of Stute should ho in a position to reduce, or even dis-.

continue his drawings for a time, without feeling that in doing so he may he

gravely disturbing the course of trade or may be incurring sterling liabilities

with only rupee acrets to seti against them, i :
6. 1 conclude by saying that, althongh personally I considered bhie snb-
Jeot long before 1 worked ont the actual financial consequences of our Railway

go}icy, Lwould not have thought the time had come to bring it forward unless

bad found the immediate necessity arise in connesion with these conseyuences,
The reduction from ls, 42.to ls. 8d. of the yate at which we are prepared to

receive gold in onr treasuries and in our Currency Department seeras to me the |

one condition by which oor Railway policy can be' reconciled with the condi-
tions of both of our own remittunces and of trade remittances ; and 1 propose

it not only because it averts all the inconvenlences - (not to use a gtronger
word) that may arise in that connexion, but beeause it makes our Railway

policy an iustrument for earrying forward, and’ p"erhups ultimately earrying
10 4 suceesstul eonelusion, the pulicy of enrrency reform adopted by the Gov.
ernment of India on the recommendation of the Herseliell Committes,

27. 1t should be horne in mind ihat the opportuuity for action will have

passed, if no decision is coms to by the time the rupee rises in ordimary course
to 1. 3., because in that event any pessible action will involve & modifica
tion of existing gowmercial engagements, '
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 Mixorn, parep 2280 Ocronsr 1806, pY Mg, J. F. Fintay, o8 THE ¥ROPOSED
. ALTBRATION ¥ROM l8. 44, To 15, 34, OF TH RATE AT WHICH GOLD
 SHOULD BE TAKEN IN BXCHANGE YOR RUZELS,

1. The Hononrable Member having spoken to me on the snbject of the
proposal in his note of 17th Oclober 1896, 1 mentioned that, I thought the
proposed measure was very inexpedient, and in view of the importance of the
" ‘matter, which cannot be exaggerated, 1 asked him for permission to oriticisa
. the proposal with the same freedom "as would beopen to me if the proposal
~ had come from an outside source instead of from him. This permission he
 kindly gave. | o,

o2, It will be seen from his note that the Houourable Member had come
to the conclusion that it is desirable to substitute 1y, 24, for s, 4d. the rupeas
. ms the rate at which swe are prepared to issue rupees in exchange for gold,

altogether apurt from and independently of the special cirenmstances conneated
 with the programme of Railway eonstruction and the probalility of famine,

. which lead him to make the proposal at the present time.® 1t will therefore
be convenient to divide my remarks into two parts, the first treating of the
subject on general permanent coneiderations, and thesecond taking into account
the special cirenmstances of next year,

1. —~(GENERAL PERM ANENT CONSIDERATIONS,

' 8. 1 entirely agree that the main object of the currency policy is to attain
a stable exchange, and it would be wise vo adopt for dhe rate at which gold
shall be received in the transibion period and at which the nltimate establish-
‘meut of the gold standard shall he effected, any rate of exchange which may
gcem the most likely to secare nnd maintain stability,
4, ‘l'o trade and the mercantile community it is & matber of perfect ine
difference whetber the stability 1s reached with exchange af s, 84. or 1s. 44,
wor 12 6d.: in this opinion also I understand that I am in agreement with the
Honeurable Member. - ‘
5. To the oficial community and other Europeans drawing salaries in
rupees & higker rate of exchange is of conrse preferable toa lower; hut 1 am
strongly of opinion that the preference of this class for a high exchange
should be allowed slunost no weight in settling the question, and that their
interests should be entirely disregarded it they elash with the interest of trade
and of the Government: ab the same time it 1s necessary to guard against the
overstrained couscientionsness which would refuse or hesitate to adept a con«
olusion on other grounds because it happens to suit also the personal interests
of those who are privilegéd to give advice iu the matter,
: 8. There remsin the interests ¢f the Government, and, which is the samea
thing, of the general taxpayer. The Governwent will certainly ke able to pay
its way with exchange at 1s. 8d., and as it bas already had to frame its
estimates at a lower rate, it will not feel any strain or difficulty in adapting

# Alter ] had written and sent to Press the bulk of this note the Honourable Member
told me that if the prospect had continued to be that exchaunge would rise gradually sand
slowly to 1s dd. he would not have proposed to cbange the rate; snd that the special
oiroumstances of next year therefore constitute his determining reason for making tle
propossl as well as for his making it &t the presvot time.
! \}- Fa F.,'—EB']O'QB.

2k
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its finances to that rate in the ordinary years, Bub the required equilibriam
will be seeured only by maintaining taxation at a level high i
than if the higher rate of 13, 44, were established, _

7. This objection to.the proposal is noticed in paragraph 21 of the
Honourable Member’s note. I veuture respectiully to question the corvect-
ness of the conclusion drawn in that paragraph, that 62 orores of tasation
with exchange at 1s. 4. is no heavier burden than 60 crores with a rate of
ls. 4d, Ag theresaid, the question is most difficult and abstruse. The one
point absolutely beyoud dispute in that paragraphis that with the lower rate
the interest and other sterling charges will cost two croves of I'upees more to
discharge, "The rest s open to argument, ) f : i

#. The Honourable Member is of opinion that falling exchange has had a
great deal to do with the continually inereasing produes of each of our sources
of revenue, The opinion that falling exchange benefits the trade, and conse-
quontly the public revenues, of Iundia was at ome time beld by wayy,
Numerous refutativng have however been published in the last ten years, and I
had hoped that the opinion had been now generally discarded: and that it was
almost nuniversally accepted that any benefit derived from a falling exchange is
of a most transitory kind and leaves no trace of permanent or general good
behind it, It wonld be out of place, however, to argue oub that diffienls quess
tion in this note; and, ns will appear from the next paragraph, I do not
think that it really affects the issae being disoussed, :

9. Whatever the effect of a falling exchange on trade and revenues, I
believe it is generally accepted that neither trade nor revenues arc in any way
benefited or made more prospervus or greater by a stable rate of exochange on a
low level as compared with a stable rate on a° higher level. The Honourable
Member in paragraph 21, draws a sharp distinetion hetwaen the effects of a low
‘rate of exchange and those of a Falling exchange. And his argament in
paragraph %1 seems to attribute thealleged benelicial effects on our revenues
entirely to a falling exchange. Bus the question with which he is dealing ig
the difference in the burden of taxation of a named amount in periods when
two distinet stable rates of exchange prevail, and it has nothing to do with any
period in which the rate is falling from the higher to the lower rate. His
' conclusion therefore that the burden of taxation of a named amount is lighter
with a stable exchange of 1s. 8d. than with a stable exchange of ls. 4.
does not seem to me to follow from his premises, However, I may have mis-
understond the Honounrable Member’s argument, and be may mean to assert
that in addition to'the beneficial offect on trade and revenues of a falling
exchange, there is also a similar effect produced by stable low exchange as
compared with a stable high exchange : that certainty is necessary to the
conclusion drawn in paragraph 21, Tf so, L can only respectfully express my
dissent from the premiss and the conclusion. I feel as great certainty as 1s
possible in such matters that a stable low exchange has no advantage over a
stable high exchange in the way of stimulating trade or lightening the
burden of taxation. _

10, The sum of this part of the matter is, that if the rate of exchange is
permanently fixed at 1s. 8d. instead of 1s. 4d. the one certain effect will be
that we ghall bave to spend annually about two croves of rupees more to meet
our sterling payments, and that the number of rupees to be raised by taxation
must therefore be permanently higher by that amount: whether there will be
compenzatory advantage which will make that additional taxation an adliv
tion inbapp.ea_muce ouly and not a real additional burden, is, at any rate, cpen
to doubt,

er by two orores
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11, The facts above ‘brou’g;h-ﬁ out are that the adoption of the rate of
' 15. 84. instead of 1s. 4d. will involvea large permanent addition to our annual

expenditure expressed in rupees ; that the taxation must be larger by that

nurmber of vupees ; that ib is primd facie probable that thataddition will be a
veal addition to taxation ; and that it 1s, to say the least, doubtful whether the
compensation will oceur which it is alleged will cause the increased tasation to
be a nominal and not a real addition to tf's burden of tuxation. These facts
soetn to me 4o rendor it highly desirable to adhere to the higher rate of 1s, 4d.
unless thore ars other strong reasons for changing the rate.

Are there any such reasons? Omitting for the present the reasong con=
nected with the special circamstances of next year, which I shall deal with
in Pavt 11 of this note, the only general reason stated in the Honourable
Metibor’s minute in favour of the change is that, while there is an early pros-
pect of exehange riging to ls 34, it is likely to take a long time to rise to
15, 4d., and that consequently Ly adopting the lower rate we shall attain stabi-
lity of exchange and the establishwent of a gold standard mnch earlier,

18, Tf it were certain that the establishment of the gold standard could be
bronght forward and the present period of transition in the currendy policy
could be shortened considerably, that is to.say, by several years, by the proe
posed mensure, 1 ghould cordially support it, But there is no such certainty.

1 It is dangerous, and perhaps foolish, to prophegy in such a matter, but it is

necessary to weigh probabilities in advising on a measure which affects the
future. ~ And tome the probabilities seem that the “ ordinary * course of
' exchange ” would raise the rate to 1s. 4d. abount a year after it has raised it
to ls. 84. As far as I can judge, the causes which have been operating for
tha last two years or so, aud which have raiced the ratein that period from
1s. 044, (in May 1894) to 1s. 284, will eontinue to operate, and will raise the
rate gradually to 1s, 4d. I see no reason to anticipate that those canses will
cense to operate or will operate more slowly after a rate of ls, 3d. has been
reached. If the interval between 1s. 84, and 1. 4d, is not likely to exceed
. one year or even two or three years, the reasous stated by the Honourable
Member in the first part of paragraph 15 of his note should lead us to refrain
from making the change to ls. 34,
14, My main reason, however, for deprecating the change so strongly ne
I do, is that I believe that its adoption will very probably have the etiect of
inoreasing a hundred~fold the chances against our ever being able to establish
a gold standard at any rate whatever, This effect will be produced by a
renewed outhurst of want of public confidence in the ability or ¢ven the desire
cf the Government of India to carry its currency experiment to a sucecessful
issne, It has been frequently pointed out that ublic confidence is a very
important element in the matier, To quote one such remark:Sir D. Barbour
W introducing the Bill of 1893 said, “If the public lose confidence in the
success of our mengures the difficulties of establishing and maintaining a gold
standard will be enormously increased. >  Thereis, I think, no doubt that
want of confidence in the Government has in the past seriously hampered the
progress of the experiment. Doubls were generally felt as to the ability of

® T uge this exprossion in the sense defined by Honourable Mamber in paragraph 19, and
alse as exvluding the effect of the Railway programme and of the anticipated famine on
change : I believe that the neb effect of those two will bp to retard the rise which would
Lave oceurred if hoth were elimiuated.

QL.



the Government to earry through its’ experiment : many asscrted and many
believed that this had been recognieed, thas the infention to persevere in the
attompt had Leen abandoned and that the mints wern about to be raopened,
Tnig led $0 a long continued speenlative activily in exchange transactions
which delayed the effoct of the permanent and ordinary causes which have
fines asserced their power, Confidence has now been restored in the inten~
tion of the Government of India fo work out the X

| periment till & gold stand~ |
ard is established, and there is a fair degree of confidence that its efforts will
in time lie suceessful, : R ST it it
 15. 1 helieve that this slowly gained confidence wonld e seriously shaken

if mot entirely shattered by a sudden announcement ofthe alteration of the rate
of 1s.4d, in the Notifications Nos. 2662 and 2663, dated the 26th June 1863,
bols. 8d  No amount of assurance or protestations will induse the public to
believe that the change is made with the object of securing the immediate or
earlier establishment of a gold standard : they will£uel convinced that thie reason
18 that the Government has given up all hopes of being alile to establish a 16s-
penny rupee, that it thinks it may make another attempt on the lower hagis
of 15 pence, but will be prepared if that attempt also fails to make another
ratbreat down fo 14 pence, and ullimately to abandon the whole policy and
reopen the mints, Being persuaded of this, the merchants and speenlators
will take measures to protect themselves by making their arrnagements on
the supposition of a fall in exchange in the futire, which they helieve the
Government to foresee : and those mensnres will have very powerful effect
towards cavsing such a fall, The destruotion of confidence will thas prevant
8 from ever reaching, or at any ratefrom maiutaining for any time, a rate
of ls. 8d.; and in my opinion we are likely to reach a rvate of ls. 4d. by leavs
ing thinge as they are at an earlier date than we shall reach 1s. 84. if the
proposed change is made, _ ol ' :
16. It will be said that there wonld be no golid ground or basis for the
beiiefs. which I say the public will entertain in the supposed eirenmstances,
I think, nevertheless, that the experience of the two years or two years and a
half following the closing of the mints shows that that fact would not prevent
the beliefs arising or action being taken in agcordance therewith. The
eryrency experiment now proceeding is one which requires delicate treatment,
and it is necessary to avoid any step which may give rise to misunderstanding
or may possibly be made a groand for attributing to the Government hesita
tion, irregolution or doubt as to success of the experiment, ' -

AL~Errects or mp RATLWAY PLOGRAMME AND OF THR ANTICIPATED FAMINE.

17. The Hoyourable Merber makes his proposal at the present time*
because he anticipates that the large reduction of the Secretary of State’s
* drawings next year, necessitated by the programme of Railway construction
which has been adopted, and the demand for remittances from England to
Indin of capital for investment in Indian Railways outside that programme,
will have a sudden and considerable effect in the way of raising the rate of
exchange,

18, Now if next year were likely to be normal in other respects than
the large ruilway expenditure, if theré were no fear of impending famine, I

T - —

7 Beo the fostnote of paragreoh 3 ofthis note,
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 yeuture vespectfally to think that the affect of a reduction of 24 or 3 m’iﬁic_m
pounds in the year’s drawingg—spread over twelve months and made after

ample notice—bas been exaggorated in the Honourahle Member’s note of the

9th Ogtober 1898 on the financial aspeots of the Riilway programme and in
his note of the 19th October,  Mr. O’Conor, whom 1 consalted on the
subjeot, agresd with me in thinking that the reduction, spread over twelve
monthe and duly announced in ordinary eourse beforchand, would not have
a very great affgct on trude or exchange in a normal year, : .

l%. “I'eade sonditions however are not now normal, and they will be ' still
Yews normaal nest year. There will be a widespread failare.of erops, and
a severe famine scems only foo probable. The re<ult will be a heavy redug~
tion in the wet exports of India, and conscquently in the trade demand for

~ Council Bills, This will necessitate a reduction of the Secretary of SHtate's

drawings probably by move than 2} or 3 millions. ‘The expected famine will
therefore more than counterbalance any effects which the Railway programme
raay have in the direction of raising exehange, | -
20. Mr. O’Conor left Simla on Taesday, but just before he left he wrots
gome i‘mrried'-nntes for meé on this subject. I give the following extract ==
« No wheat will be ax?ortad noxt year, and there will also be little, if any, export of
~ linseed and _r'g;@eqeed. Tie cotton orop is very defivient, the prospects of the indigo arop in
Behar and the North-Weat for next yanr ave very bad, the jute crop is mnot good, and tha
\ rice crop in Bengal is poor.  Prices for rice and such other faod-graius as are available will
- bo raised to a level which will prevent export. I estimate that we shall probably see in nest
ygar"s_ﬁ eci:lporta a diminution of the value of the articles undermentioned to at least the extont
specified ¢ -
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“The aggregate is botween 22 and 23 millions of Rx. Thers may be some sets-off in
obher direetions—~inoregsed exports of hides and skine: also of gold, and 80 on. But on the
whole, I am inelined to think that, so wide is the area of failure, that exports will be from
15 to 20 millions of Rx. smaller next year than in 1895-98. The decline is shewing itsalf
now, snd it wiil be acsentuated as the months follow each other. I do not think thet the
imports will be snrespondingly diminished, though no doubt they also will decline for many
of the imports, apd those the most important, are indispensable for the condnet of trade and
indosiey (machinery and millwork, metals, railway material among other things) or suoch
things as cotton goods in which there is an irreducible minimum. As against the diminu-
tion of the ordinary import trade we must set the extraordinary importations of food stutls
 which will be vequired. These will probably set off a lavgs part of the diminution inthe
ordinary import trade, and I think it probable that while the volume of exports will be
geriously coutracted next year, the volume of imports will not be correspondingly diwninished.”

And Mr, O’ Conor told me that, in his opinion, reduction of 24 or 3 millions in
the Secrefiary of State’s drawingsin 189798 will hardly be sufficient to pre-
vent a fall in exchange.

21, If the above anticipations are well founded, it appears that the effests
of the impenling famine will more than counterbalaucs the effects of the Haila
way programme on exchange, 1 much fear that what will occur in 1597-98
will be a fall in the rate of exchange : there is ut any rate no reasonable gound
to anticipate that there will be a rapid rige in that year,

Q.
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" 22, Exchange is now trending steadily upwards, and will probably, in the -
remainder of the current year, continue to rise in the ordinary conrse of events.
But T do not think there is much fear or hope of its rising vonch above 1s. 34.
this cold weather, The reduction of the drawings next year ¢an of course have
10 effect before March next, as it will not be announced till that month, and
the reduotion of exports caused by the failure of erops will tend to make the
rige this cold weather less than it would otherwige have been, i

23. My conclusion therefore on the special circumstances connected with
the Railway programme and the impending famine is that there is no reason
~ to anticipate that there will be any rapid and considerable rise in the rate of*
‘exchange such as the Honourable Member fears and desives to guard againgt.

24. There remains another consideration which is discussed in paragraph 28
of the Honourable Member’s note, It is that the famine eombined with the
stringency of the money market, may create a demand for a larger number of
rupees for eirculation in India than at present exiet, and that, under the present
condition, there is no means of meeting this demand. I admit the gravity of
this consideration :it arises from the present transition stage of the eurremey
policy : there is now no automatic means by whieh the carreney can expand in
response to the demands of the country and trade. For the veasons I have
- gtated in paragraph 15 of this note, I do not believe that the reduction from 1s,
4d. to 1s. 3d. of the rate at which gold will be received would provide the missing:
safety-valve : the effect of the annonncement of the change would be to prevent
exchange reaching or at any rate remaining at even the lower rate.

26. The measure which I would hold in regerve to meet the contingency
contemplated ¢/ and when it warises, would be the purchase of silver by the
Government for coinage into rupees. The silver would be obtainable very sasily
and quickly, and there is no necessity to make or at any rate to announce any
preparations beforehand : it is merely necessary to decide that that would le
 thke measure to be taken, Bl

26. X hopo that the contingenoy may nob arrive, as 1 should be very sorry
to see the coinage of rupees recommenced before the rate of ls. 44. cons
templated for that purpose is reached. Bubt if the measure has to be adopted,
it will be adopted for reasons patent to the whole world,~~the strain of a famine
and the stringenoy of the money market and the temporary scarcity of the
circulating medium in the conntry and especially in the Presidency Towns—and
1 hope that the adoption of it for those purely temporary and well known
reasons would not lead to any misunderstanding or deliberate misinterpretation
of the intentions or expectations of tha Government of India in regard to its
ctirrency poliey. (I may mention that when the draft of the Bill closing the
mints was prepared in December 1892, Sir A, Miller proposed to insert sections
regarding the ecinage of rupees on behalf of the Government, as he thought it
might be desirable to show on the face of the Bill * that we eontemplated cons
tinuing to cvin as much as might be needed.”” These provisions were omitted
at Sir 1. Barbour’s request, on the ground that they were superfiuous, and that
without them the Government would have full power to purchase and coin inte
rupees as wuch silver as might be desired.)

97. T mustsay before I conclnde that I recognise and share to the full the
Honourable Member’s anxiety as to the difficulty of financing the Government
of India through next year : it arises from the magnitude of the Railway pro-

ramme and the demands which the famine will bring upon us, But the pere
manent and overwhelming importance of carrying the eurrency policy to a sues
cessful issue leads me to urge that we ought not to be induced by that most just
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b sanxiety to propose any 'mddiﬁcétinn of the ourrency scherne except nnder the

most pressing and abnormal conditions actually present or immediately itopend.

" ing beyond the possibility of doubt. Even the measure I have suggested in
. paragraph 25 as the one to ba held in reserve for adoption when necessary
: o}:ﬁght not to be adopted, much less announoed, one moment hefore the necess
gity

for some measure to meet the contingency feared is ashundantly apparent.

" I may mention one consideration which may be thought germane to the
‘matter, though I do not think that the Goverament of India ought to be deter-
red by it from proposing any measure which it after consideration considers both
desirable and of importance. It is that there 1s almost no prospect that the
Seeretary of State would aceord his sanchion to & proposal to lower the rate to

15 34. The object of the proposal and its effoct, it suocessful, wounld be to
© attract gold to India. This is not an object which the Secretary of State would

be allowed by his colleagues in the Cabinet and his London advisers to advanee

" at a time when the fears of the Liondon finaneial world already are that gold

may be withdrawn from Liondon to a most inconvenient extent.
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DaEvATOR TROM THR SHORETARY oF STATR Fok INDIA, To maN (HOVERNMENT
or Inpia, No. 120 (Fixanciarn), patsn mn Avevsn 1867,

Your Excellency is aware that special envoys from the United States and
the Ambassador of France have had interviews with members of Her Majesty's
Government in order %o diseuss the subject of curreney reform, in which the
Governments of both those countries ave at present much interested. o

9. Ahe vesult of those discussions is that Her Majesty’s Government

have been asked whether, on certain ¢onditions, the question of re-opening the

Indian mints, which have been closed since 1893, would be taken into consis
deration. . : . ;

oy

8. Her Majesty’s Government understand that the Governments of France '

and of the Unifed States desive to open their mints to the free coinage of
silvar, as well as of gold, such silver to be made legal tender fo an unlimited
amount st a ratio of 153 of silver to 1 of gold, provided that they are satisfied

they would receive such assistance from other Powers in inereasing the demand

. for silver as wonld, in their opinion, justify them in such a poliey, They pro«

e to sammon an International Conference to deal with the matter, if they
are led to believe, by the preliminary inquiry which they are now undertaking,

that such a Conference would arrive at any satisfactory result ; and they ask
whether, if their mints were opened as suggested, vour Exeellency’s Govern -
ment would undertake to re-open concurrently the Indian mints to the free
coinage of silver, and to repeal the order which made the sovereign legal ten-
der in India, It would, in this case, be clearly understood that no action shall
be taken by you until you are satisfied that the intentions and undertakings
of the two Governments will undonbtedly be earried into effcet, '

4, Her Majesty's Government have replied that they will consult your
Hxcellency’s Government upon these proposals, and I invite you aogordingly
to give them your most careful consideratiov. {RUEY

B. Tt is argued that, on the one band, very great advantages would be

gained for India under an arrangement which could not fail to have the effect
of raising materially the gold value of silver, and consequently of the rupee,
and which, if it were maintained, would give & good prospect of a more stable
ratio, when once the first disturbance was over, than has been known for many
years. In that case heavy loss which is now sustained both by your Govern-
rent and by all individvals who depend upon a silver curreney for the pay-
ment of liabilities contracted in gold, would, in all likelihood, digappear; and
holders of rupee values would benefit greatly the inereased command of
sterling by valoes which such a change would necessarily give them.

6, The present system, however great may be the benefits which it has
eonferred, may appear to be one of artificial and arbitrary restriction, which

is thought by some to have an injurious effect on the conrse of trade, and the,

fact of its removal would bave the advantage of leaving the expansion and
contraction of the currency to the natural force of the market. 1 believe,
moreover, that your Excelleney will agree with me in thinking that the main-
tenance of the exchange value of the rupee at a point considexably above the
intrinsic value of the silver which it contains is not without inconvenience
and that a policy which without lowering exchange would restore the rupee to
2 value practically namodified by mint regulations, has much to recommend ib.
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A On fhia otlim- h.r'md','-thers 'a_ra-csr,{ain 'obje;cﬁions wi‘i‘-iqh' will readily-f}érm "

| fo your Excelleney, such as the disturbance and dislocation of trade which

‘might perhaps follow a great alteration in the rate of exchange, and the pos-
‘sibility, however remote, that the valae of the rapee, as measured in commos

. dities in India, would be so far enchanced as to cause discontent by tucreasing

~ serionsly the amount payable ag taxation,
0 8u A more serious guestion, in my opinion, is whether the combination of
only two Governments, even though the countries which they represent are as
[important tinauvcially as France and the United States, is gnflicient to give such
& reasonable promise of stability and permanence to an arrangement of this
Cnuture as would justify India in facing the undeniable rigks and incon.
_ veniences abtaching to such a change in ber system of currency, No doubt,
. howeyer, the conclusions to be formed on this asspect of the question must in
part depend on the terms of the arrangement made between the Governments
coneerned. e : i
9, In conclugion, 1T will remind your Excellency that in 1892 the policy
 of closing the mints was only recommended by yonur Excellency’s predecessor
1o Conneil on the ground that an international arrangement, sioanlar to that
. which is now contemplated, was not then obtainable. This is cleariy stated in
the Letters of Lord Lansdowne’s Government, dated 29rd March and 2)st
- dune 1842, and T shall be glad to learn whether your Excellency sees any
~ reagon to modify the views therein expressed, and, if so, on what grounds.
(0 20, 'Lhe question involves issnes of such waguitude that I cannot ask
_your Exgelleney to reply to this Despateh without takine suwch time as you
may rvequire for full deliberation and confidential diseussion, As, however, it
. is ymportant that Her Majesty’s Government; shonld, as soon as pussible, be in
‘& position fo give an answer to the French and American representatives, I
(brust that you will at once nndertake the considerntion of the matter, and
that you will let me know your views without any unnecessary delay.




492

LVI.
Drgearcr 70 Her Mazngry’s SEORRTARY oF STATE FOR Ixpia, No. 261,
parep TaE 16mH Sppremprn 1897, '

We have the honour to acknowledge mae'ipt of Your Lordship’s -desp.atch _ |

‘No.129 of Augnst 5, 1897, asking for our opinion whether the Indian
mints may be re<opened to silver as part of a contemplated arrangement undev

which France and the United States of America will open their mints to

ailver as well as gold. |
" 2. The present currency systems of the three countries may be thus
deseribed.  France and the United States both have a gold standard ; the

mints areopen to gold and closed to silver ; but gold and silver coins are

alike legal tender to an unlimited amount in both countries, at a ratio of 16%
4o 1 in the former and of 16 to 1 in the latter. The currency system of India
is in @ transition state: the Government of India in 1898 decided to estab-
lish a gold standard ; and the first step towards that object was the elosing of
the mints to silver by Act VIIT of 1893, The silver rupee is still the sole

lopal tender coin, though the Glovernment has by executive orders under-
taken to receive gold and sovereigns under certain restrictions set forth i

Notifications No. 2662 and No. 2663 of June 26, 1803, the rate of exchange
adopted being 184, the rupee or Rs. 15=4£1. The measures to be taken
when the transition period has passed have not been laid down, but it is
probable that the Indian mints will be opened to gold, and gold coins will be
made legal tender to an unlimited amount ; silver rupees would also confinue
to be legal tender to an unlimited amount, and the ratio between the rupee
and the gold coing as legal tender would at the same time be finally settied.
The system towards which India is moving is thus a gold standard of the
camo kind ag that which now éxists in France and the United States, but
with a different ratio for legal tender; but for the present the mints are elosed

both to gold and silver. The trangition period has lasted for more than four

years, but there is ground for hope that it is now drawing to ‘a close.

3. Tho changes which are involved in the arrangements proposed to Her
Majesty’s Government are the following. France and the United States are
to open their mints to the free coinage of silver, continuing the free coinage
of gold and the unlimited legal tender of coins of beth metals, the ratio
remaining unchanged in France and being altered to the French ratio of 15%
to1 in the United States, Indiais to open her mints to silver, to keep
them closed to gold, and to undertake not to make gold legal tender. France
and the United States would thus be bimetallic ; Tndia would be monometal-
lic (silver) ; while most of the other important countries of the world would be

monometallic (gold).

4. The object which the proposers have in view is the establishment of a
gtable relation between the values of gold and of silver., This would include
the establishment of a stable exchange between the rupee and sterling cur-
ranoy, which was the object of the Government of India in the proposals
mado in our Finanoial despatch No. 160 of June 21, 1892, which proposals
ultimately resulted in the adoption, in view to the attainment of that object,

&
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. of the poliay of a gold standard, and in the elosing of tha mints to the free
_goinage of gilver. .
1f then it were certain that the enggested measures would result in the
establishment of a stable ratio, the Government of India might well consider
whether their adoption would not be preferable to the policy to which they
committed themselves in 1898 in the hope of attaining the same result by
isolated action on the part of India alone, The principal questions therefore
for us to consider ave whether the measures ave more likely to succeed than
‘the policy of 1893, and what consequences to India may be apprehended if
the measures should fail of sucecess after being bronght into operation, From
this point of view we propose to disenss the effect on trade and industry and
on our own revenues, of the changes when wade, and of the failure of the
arrangeraent if it shoold fail, the chances of snecess, and the risks of failure,

5. The fivst result of the snggested measures, if they even temporarily
gnccead in their object, would be an intevse disturbance of Iudian trade and
iodugtry by the sudden rise in the rate of exchange which, if the ratio adopted
were 153 to 1, wonld be a rise from about 164, to about 234, the rapee. Such

\a rise is enongh to kill our export trade, fov the time at least. If the publie
. were not convinced that the arangement would have the effect intended, or
believed that it would not be permanent, the paralysis of trade and industry
would be prolonged and accompanied by acute individnal suffering ; none of
the advantages expected would be attained; and the country would puss
throngh o eritical period which would retard its progress for years. How long
the crisis would last before normal or stable conditions were restored it is not
poseible to conjecture, 1t would be long even if the mercanfile and banking
community saw that silver was beiug steadily maintained at the preseribed
ratio, while any indication of unsteadiness would greatly prolong the period
by giving foundation for doubt. If the doubt should happen to be justified
by the results, the position woyld be disastrous alike to the State, to individuals,
and to trade generally. The exchange value of the rupee having risen
suddenly, without any intermediate stepe, from 1684. fo some bigher figuie, it
would fall quite as suddenly to a point far lower than its present level, probably
to 9d., or even lower. Such a full would, apart from other disastrouns results,
necessitate the imposition of additional taxation to the extent of many crores.

8. We may here remind Your Lordship that such an agreement as is
proposed is an infinitely more serious question for India than for either of the
other two countries ; for it seemseclear that practically the whole risk of dis-
aster from failure would fall on India alone, Whut would bappen in each of
the threo countries if the agreement broke down and came to an end? France
possesses a large stock of gold and the United States are at present in much
the same situation as France though the stock of that metal is not so large.

It may be admitted that if no precantions were taken these gold reserves .

wight disappear vnder the operation of the agreement, and in that case if the
experiment ultimately failed, the two conntries concerned would suffer great
loss, But it is inconceivable that precautions would not be taken, at all
eveuts so soon as the danger of the depletion of the gold reserves manifested
itself, and therefore it is probable that no particular change would take place
in the monetary system of France or the United States, the only effect of the
agresment being a coinage of silver which would terminate with the termiva-
tion of the agreement, Thus the whole cost of thé failure; if the experiment
should fail, would be borne by India. Tere the rupee wounld rise with great



swiltness, it would keep eteady for a time, and then, when the collapse ¢ame,
“t would Fall headlong, What course could we then adopt to prevent the
fluctuation of the emhang value of our standard of value with the fluctuations
in the price of silver 7 ¢ do not think that any remedy wounld be open to
g, for if the Indian mints were resopeved to silver mow, it would, 1 our
opinion, be practically impossibie for the Government of India ever to close
them again; and even if they were ¢loged it would only be after very large
additions Wad been made to the amount of silver in egirculation., -
7. There is atother important consideration in which India i affected in a
manner diffevent from France and the United States. The ' effect of the
gcheme will probably be an inerease in gold prices (that is, in the prices cur-
vent in France and in the United Siates) and a fall in silver prices (that isin .
the prices cmrrent in India). Thig is not the place in which to discuss the
economio effects of & rise or a fall in prices, & matter in respect of which there
may be difference of opinion. But we presume that France and the United
[tates conternplate with equanimity the possible effects of the change of
prices npon their trade and production generally, while it is manifestly impos-
sible for ug, affected as we are in the opposite direction, to take the sawe view.
" 8. Moreoyer, it seems to us somewhat unfair to expeet that Tndia shovld,
after its struggles and diflienltivs of the last decade, consider itself on the same
plane in the discussion of these projects, as France and the United Siates.
India lias since 1893 passed through a period of sovious tension and embar-
vagsment alike to trade and to the Government. We are saticfied that, great
4& have been the troubles which have attended this period of tramsition, the
attainment in the end of the paramount abjeet of stabiliby in exchangeig worth '
moro than all the sacrifices made, = We beheve {hat our difficulties are’ now
nearly over aud that we shall in the near future succeed in establishing &
atable exchauge at 18d. the rupre by continuing the policy initiated in 1893,
: 9. The United Stales are possibly, in patt at least, inspired, in makivg
‘thase proposals, by the idca that they ray have before them some of the
difficulties and dangers which we have experienced, We need not say that
if Sur way was cleat before us, the consideration that another and a friendly
nation would derive benefit from the course adopted by ug, would present
itself to our minds as a good reason for the adeption of a course of action
which would have that resu't. But the oase is quite different when, on the
eve of emerging with success, by our own unaided efforts, from the monetary
disturhances of the last twenty years, we ave asked, in view of the benefit to '
other nations, to throw away the advantages we bave gained and plunge intoe
a new periad of struggle and change, Only the most absolute certainty of
early and permanent success would warrant our acceptance of such a position,
Wo cannot help seeing that if the policy of 189095 is. now abandoned, and if
the triple union now proposed as a subsfitute ghould fail in its operation ox
should terminate, and in its failure subject Indian trade to the violent shooks
we bave deseribed, the Government of India could not, a8 a responsible
Government, call upon the commercial public to face another prolonged period
of doubt, suspense, agitation, and difficulties. For it must be clearly and
fully recognised that if India joins in the proposed measures, we shall be left
dependent, ag the sole means of attaining stobility in exchange, on the success
“of those meusures, aid that if they ehould fail, India must be content to
remain permanently under the silver standard with all its admitted disadvan-

tages.
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010, 1f then there is suy reasonable doubt of the success of the suggaated
 meadnres, we are of opinion that we ought to refuse to cooperate and should
maintain our freedom to wateh the course of events and take such aetion from’

| time to time as these may render expedient. A possibility or even a pros

' bability that the efforts of France and the United States might meet with

% neticcess would oot be enough to justify us in parting with our freedom or = |
doibg anything to further an' experiment which, if it fails, will entail conse.

. 'quences to the trade and finauces of India which must be described, without
| any exaggeration, as disastrous.’ i :

"2 M. We have given very eareful eonsideration fo the question whether

France and the United States are likely, with the help-of India, to Le abile to
maintain the relative value of gold and silver permanently at the ratio they
intend to adopt, and have coroe to the conciusion that while we admit a pose
gibility of the arrangements proposed resulting iv the permanent maintevance
of the value of gold and silver at the ratio of 154 to 1, the probability is that
they will fail to secure that result ; and that it is quite imposcible’do hold that

. there is anything approaching a practical certainty of their doing so. !

12, One reason for this conclusion is that the arrangement would rest on
{oo narrow a basig. A union comsisting of two countries, with a third lending’
assistance, is a very diffevent thing from the general international union of
all or most of the important countries of the world, which was advocated by
the Government of India in the despatches of March aud June 1892 and of
Februavy and September 1586, !

" 18, To afford a hope that a monetary nnion will succeed in establishing
stability 10 the relative value of gold and silver, it is essential that the nvations
adheting to it should be of such number and importance that the metallie

seurrency of the whole body shall be of sufficient extent to allow of the exerecise
of adequate influence on the value of the two metals, We doubt whether any
two or even three nations in the world, unless indeed one of them was Great
Britain, could comply with this condition, and we have no hesitationin saying
that I'rance and the United States and India certainly could not. The
intended vatio assigns to coined silver & much higher value than the present
market value of silver; and the market vulue could only be raised by trans-
ferring the demand for coinage from gold to silver, Bub France, the United
States, and India all possess a very large stock of silyer coin, and it is donbt-
ful whether there is much room ‘in them for a large increase in the silver

#Boinage except by the displacement in France and the United States of the

existing gold coins. 1t 'is quite possible that the whole of the gold coinage

of both France and the United States might disappear and be replaced by
silver coins before the market value of silver was raised to. the intended ratio
with gold. Whether the Governments of those countries will allow a total
displacoment of their gold by silver coius and the possible export from the
country of the entire stovk of gold is, as we explain in paragraphs 6 and 17 of
this despatch, open to more than doubt: and in so far as either enforces mea-
sures to prevent gold from being exported, the power of the union, and pose
sibly also-its desire, to effect its object will be diminished.

14, A further doubt ocecurs to vs in the possibility that either Franee or
the United States may, for reasons which will suggest themselves to Your
Lordship, be rednoed for a time to a paper currency. Iu that case the agrees
ment would cease to operate for an indefinite period under the stregs of eire
enmstances. This possibility, though of no importance in the gase of a union
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«comprising all the important countries of the world, cannot be dieregarded
when two or three countries only form the union. g ' |

15, Another important sourca of doubt lies in the consideration that a
threc.sided agreement 15 open to much greater risk of termination by the
action of one or two of the parties than a many-sided agreement such as the
Government of Tndia advocated hefore 1893, 1In the latter all the commer-
eial countries wonld be in the anion and all would be in an equal position;
there would be no ground for supposing that the operation of the agreement
henefited one country at the expense of another. There would therefore he no
substantial ivducement for withdrawal from the régime adopted by common
congent ; the union might for practical purposes gontinne to subsist and to pros
doce ite effect evem after the dissenting eountry had withdrawn, On the
other Land, in a three-sided ‘agreement such asis now proposed, France, for
instance, might any day find some reagon for thinking that Germany was
obtaning some advantage at her expense in consequence of vhe great differenca
‘in the standard of value, or in the same way the [{Jnited States might suppose
that Canada was obtaning an advantage; and therenpon digeussions might
ensne ae to the expediency of termirating the agreement which would have
only o less serious effect than its actual termination. ' .

18. We: eannot overlook the fact that the proposals now tefore us come
from two great powers whose poligy is under existing cirenmstances peculiarly
Jiable o he affected by considerations of this kind. The frequent changes of
Ministry in France cannot but result in a feeling of uncertainty ; while the
vecent history of the Presidential Eleotion in the United States shows how
readily fiscal arrangementes may be made part of a party programme and
their continuance may depend on the chances of a party triumph.

17. Another reason for anticipatiog that the proposed agreement is not
likely to succeed will be found in the considerations mentioned in paragraph 6
regarding the improbability of France and the United States allowing their
oold reserve to disappear. Weo attach great importance to these considera.
tions becanse we are convineed that they vitally affect the prospects of any
agreement being successfully carvied out. With the precantions to which
wae bave referred the experiment might be continued, for the risk to the two
nations would be very small, But without these precautions or if they

voved to be inadequate for their purpose, ie., the retention of a sufficient
stock of gold, we believe the iuducement to abandon the experiment would b@
very strong, and if even one country adopted that course it would be imposgis
ble to prevent the whole agreement breaking down,

18. For these reasons alone, without taking into consideration the objec=
tions based ou the particnlar ratio proposed, which we shall separately discuss,
wo have no hesitation in recommending Your Lordship to refuse to give the
andertaking desired by the Governments of Franee and the United States.
W are quite clearly of opinion that the interests of India demand that her

_mints ¢hall vot be opened as part of an arrangement to which two or three
gountries only are parties, and which does not include Great Britain;

19. We note that the proposals of the Governments of France and the
United States are subject to the proviso that they are satisfied that they will
receive assigtance from other Powers in increasing the demand for silver, We
believe that a limited inerease of the quantity of silver used as currency will
exercise a very trifling influence, if any, in raising the gold price of silver,
and that the only assistance from other Powers which can be of any real value



. would be the addition of other countries fo the bimetallic union of Franes and

 the United States. If, howover, assurances of really substantial go~operation .

! should be secured from other conntries, we shall be glad to learn the exaet
| nmature of the assurances, and we shall then consider whether the promised co=
' operation changes the conditions of the problem ov adds matedally ‘to hlg

chaness of success. _ : W
1120, Wa believe, however, that whatever indneements ave held ont fo s
Ly other nations, our best poliey in monetary matters is to link our system
with that of Great Britain, Our commercial connexions with that country
. ute far more important than those with all the rest of the world put together,
aud more thin a sixth part of our expenditure is incurred in that country, and
measured in ity enrrency, The advantages, which in this respeot we gain by
following the lead of Gireat Britain, are not obtaiued, or not fully obtained, 1€
we become members of a monetary union in which Great Britain takes no
part.  And, indeed, as we bave already explained, we have little bope of an
efficient nnion being formed unless Great Britain is a member. We think it a
rensonable position for us to take with regard to the present proposale by
Frauce and the United States, that we should say that the Government of
India strove long and earnestly to further tha formation of an International
Hlnion : that when they saw that the opposition of Epgland rendered impossis
ble the attainment of that objeet within any measurable fime, they tempos
~ravily abandoned their efforts in that direction and decided, as the Jeast pr ja-
dicial of the courses open to them, to throw in their lot with Great Britain
and to adopt the gold standard : that, as it appears improbable that an effective
“union will be formed without the adbesion of Great Britain, and as the
measures adopted fo introduce a gold standard in India are now approaching
‘Linal suceess, they consider that 1t will Le wisest to adhere to the conrse
adopted 1 1893 until Great Britain is prepared to join in internationu! bimes
talliem ; and that they therefore wish to adhere to the same monetary standard
. as Great Britain, with which pation they are most closely linked both in
xespect of their commercial relations and in all other respects, and to refrain
from becoming a party to arrangements with other nations in which Great
‘Britain sees ample reason for refusing to join. ik
- 21. So far, the arguments we have offered, in discussing the.chances of
guacess or failure of the arrangement, have heen independens of cousideration
~of the precise ratio proposed by France aud United States, We have ohjected
to the arrangement on grounds which apply to it whatever be the ratic
adopted, but we must add that our objections are greafly sfrengthened by the
fact that so high a ratio is proposed as 15} to 1, It seems to us that the
difliculty of making the arrangement effective will be immengely increased by
the adoption of a ratio differing so widely from the precent market ratio,
Indeed, even if it could be maivtained successfully, we should object to that
ratio in the interests- of India, and we recommend that Youre Lordship
should, on behalf of India, decline to participate in or do anything to encours
age the formation of a union hased on that ratio,

22. We have said in paragraph 5 that the first resuli of the proposed

- srmangement would be an immediate disturbance of trade and industry by the

advance of the exchange value of the rnpee, which will be very intense if the

rige 18 from between 15 and 16 pence to about 23 pence, There is no douby

that the effect would be to throw some branches of the. export trade of India

and  the industries connected therewith (the planting iudustries for example
- A
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in which a large amount of Kuropean reapital has been embarked) into the
most depressed condition for some time af least. . The period of depression
might be long or comparatively short, though there are authorities who are
inclined to attribute a permanently disastrous effect to such a large and
sadden rise in exchange and to apprehend that Indian commerce might be
utterly shaken by the change. '

~ In any case, we are of opinion that the true interests of India demand
that any measures for atbaining stability in the rate of exchange between gold
and silver should be based upon a rate not greatly diffeving from 164. the
rupee, and that any measure which would raise the rupee matorially higher
than that level involves great dangers for which we see no adequate compensa~
tions,  Your Lordship will observe that we attach no special importance to the
advantages to be derived from the ‘proposed considerable rigg in exehange,
mentioned in paragraph 5 of your degpateh, and consider them to be far out-
weighed by the resulting evils, j

29, Presced as we have been for many vears by the difficulty of finding
the continually inereasing number of rupees requisite to discharge ‘our sterling
liabilitics, we are apt to look too exclusively at the effect which a rise of
exchange would have in diminishing the burden of that demand upon ns.
We do not deny that a large surplus of revenue will arice from so great an
improvement in exchange ; baf it i¢ not to be forgotten that there are many
respects in which our vevenue account must divectly suffer hy a rise m the
exchange value of the rupee, and that these considerations onght to greatly
influence our estimate of the benefit to our revenne account which is almost the
sole advantage which, as a Government, we ean expect to pbtuin from the

- proposed measures, i

The anticipated fall in prices is one that will adversely affect hoth our
revenues and the general condition of the agricultural elasses in the conntry,
To take the case of our Land Revenue, a very large portion of the country has
pessed under Land Revenue Settlement during the last ten or fifteen years,
One of the factors in fixing the demand of the Government for revenue 18 the
price of agrieultural produce ; if that price falls away, the heavier the demand
becomes, and if it falls away materially the relation between the price that
the ryob can obtain for bis produce and the assessment he has to meet may be
so seriously altered as to affect the agricultural prosperity of large tracts of
ecountry, The work of re-settlement is a tediong one, it cannot be effected in
all prcl}.{ability for some years, and when it is effected it will pro tanto dissipate
much of the advantage which the rise of exchange would bring to the Govern-
ment aecount. :

So, alro, as regards our Railway Revenues, which are now so important a
portion of our income. 'I'hey are in part directly dependent upon the sctivity
of the export trade, and a blow struck at that trade will be felt by us imme-
diately and directly through our railway account.

24, For these veasons therefore, in addition to those set forth in the
earlier portion of this despatch, we recommend that the reply to the request
of the Governments of France and the United States should be in the
negative, We presume that a union based upon a ratio low enough to suit
our intevests would be unacceptable to France and the United States.

b, With reference to paragraph 6 of Your Lordship’s despatch, we
invite atiention to the description of; the present currency system of India



piven in paragraph 2 alove, Thero appears to be some misapprehension in the
~ comparison drawn between the arrangement proposed by the United States
and France and the ¢ present system ” in India. The present systom is of
courga open o the objection that it iy one of artifieial restriction, but it s
essential to bear'in mind that it is not a permanent system or indeed & system
at all, 'We are in a transition period, moving from one system to another,
_and the present artificial restrietion is merely a temporary expedient which
. has for its sole object the acceleration of the movement and which will cense
. to exist with the completion of the movement, 'I'hereafter the expansion and
~ eontraction of the currency will be left to the natural forces of the market,
- that is, it will be regnlated automatically by the inflow and outflow of gold,
0 R6, It s true that the system will be open to the other objection stated
‘in paragraph 6 of the despateh, that the rupee will continue to remaiu at a
value wbove its metallic value, but——as was pointed out by Lord Herschell’s
Committee~this is an objeetion which has not made itself serionsly felt in
the other countries, including France and the United States, in which an
analogous system bas been in operation for many years. 1t is not likely that
the objection will make itself seriously felt in India when the gold standard
has been effectively introdoced,

. R7, The question really is not one of eomparison, as put by Your Lords
ship, between the present temporary expedient in India and the arrangenent
roposed, but between a gold standard and the proposed arrangement, which
involves the abandonment of the policy of a gold standard, adopted in 1893,
m favonr of reversion to the policy of a silver standard,

28. In paragraph 9 of the despatch, Your Lordship reminds us that “in

1892 the policy of closing the mints was only recommended ” by Tord
Lansdowne’s Government ““ on the ground that aninternational acrangement,

. similar to that which is now contemplated, was not then obtainable,”” and we
are asked to say whether we see any reason to modify the views expressed in
ll.l;ugzaause in the despatches No, 88 of March 23 and No. 160 of June 21,

.~ In veply we have first to point ont that the international arrangement
which Liord Lansdowne’s Government contemplated 1s very fax from being
similar to that which is now proposed. The proposal now under consideration
is for a uoion of fwo eountries only, with some assistance from a third: the
international arrangement contemplated in 1892 was a general bimetallio
union of all important nations, or, to use the words of the despatech No. 277
of September 4, 1886, which is referred to in paragraph 2 of the despateh of
June 21, 1692, ag expressing the views held by lord Lansdowne’s Govern-
meut, ‘“an international agreement for the free coinage of silver aud the
making of both gold and silver coin a legal tender at a fizxed ratio by a group
of nations possessed of a metallic currency of sufficient extent to maintain
that ratio permanently,” We have already stated our opinion that the
agreemient now proposed does not fulfil the Jast named essential condition.

- Secondly, circumstances have essentially altered since 1892.  Despairing
- of gecuring the adoption of any of the measures which they had persistently
urged, the Government of India decided to attempt the establishment of a
gold standard and, as the first step, closed the mints to the eoinage of silver
‘tendered by the publie. 1f the proposals now made had been made in 1892
or at any time before June 1893, it is conceivable that the Government of

- 2 L2




