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We have therefore in a gold coinage, as compared with a silver eoinaée,
three elements of cheapness, which caonot fsil to have a marked effect in

asserting the supetiority of gold as a circulating medium and one of
metallic reserve t— : S

1st—1Its superior portability.
Ind~=Decrease of wastage.
Jrd-—-TFconomy in mintage.

Now, if we accept the definition of a metallie eurrency, that it is &
certain portion of the capital of a commanity whiol ie abstracted from the
whole without immediate return of any kind, for the purpose of enubling
the community to pursue its. business, in other words, to employ the re-
mainder of its capital in the daily commerce of lifs, we caonob escape
the conelusion, that that medium should be chosen to perform the partigular
functions of currency, in which mechanically it can be done most, cheaply. In

S

* this we merely follow the same rules of reasoning and practice, that wo apply .

when we substitate animal draught for porters, and the steam engine for
horges, :

1t 1s par!;ieularly necessary to bear this in mind, to recol lect ﬁhat a

currency is only the means of transacting business, that it is a machinery in
the economy of which all men are interested, and therefore, that the me-
dium has to be considered on account of such inerits, just 4% we consider

the relative merits of steam and horses, This view may. be called the me-

chanical one. 1t is very liable to lose the'attention whieh it deserves becuuse
of the difficult preblems which come across the investigator, and of the

manner in which the value of the precious metals as commedities occupies the -

mind, to the preclusion of the mecbanical facts of their employment, and of
the cost of those facts, HHence a great confusion arises. Hven acute thinkers

are thus apt to forget the important circamstances which have been stated to

overlook the mechanical economy of using one metal (gold), as cotaphred
“with another metal (silver). Nevertheless other conditions of relative value
being preserved, this very mechanical economy would be quite sufficient o
dvive the lower metal generally ont of cireulation, were circulation 'allowed
to adjust itself without the intervention of Statelaws or other restrictions,
When arguning against the introduction of a gold currency for India, thelate
Mr. Wilson omitted to give these important considerations the weight they

deserve. On the contrary, while he allowed that a gold curreney would ke

more convenient than a silver one, he did not also add, as he should have
done, that as a machine of daily commerce, a gold medium is much cheaper
in the working than a silver one can possibly be. This fact should not have
sscaped a practical economist of his distinetion, It Is perhaps to be regret-
ted that an authority of his calibre was lent to an incomplete statement on
this very important part of the subject,

Having thus established the mechanical superiorily of gold over silver
as a medium of currency, that is fo say, that i1t 1s superior as a wmeans of

machinery in point of economy, to silver, it would seem to follow that the -

Siate, in whieh termis conveyed the inherent governing power of a com-
munity, is bound to cause the move valuable matal to be substituted in the
currency for the cheaper one, as soon as the community has become rich
enough, to render such ‘s change desirable for the greater convenience of
daily commerce, . -
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It will hardly be denied that the State shonld guard itself according
to the 'manner in which a trading firm or corporation wonld proceed in defence
"of the intérests of its cosgtitaents. Suech a firm or corporation having a.

" oiven function to perform, which requires the absorption of a cerfain portion
of capital, feels boand to economise the means of action according to the

improvements which may take place, and to the progress made by invenfion
" and esperience, 'In tbis sense, to revert to our old illustration, it substitutes
. animal draught for porters, and steam engifies for horses. It is nob held
that porters who have to. seek another employment, have ary grievance
and we none of us can forget, how fruitless were the jeremiads of the old
anti-railway party on the desbiny of stage coachmen, .
 In the same manner, if the State finds an old official machinery which
“does not suit the times; such machinery, after more or less disenssion, is ia-
variably made to give way to adaptations, pogeessing greater convenience, as

being more suitable to present exigencies than what is cumbrous, or bas '

become obsolete in form, |

The same rule and practice are precisely attributable toa eurrency, when
considered in its character of machinery, THe holders of an old and cum-
brous medium can no more plead exemption from the effects of progress
and development, than porters, who find themselves supplanted by horses, or
the-stage coachmen who have given way before the steam engine.

Tha actual holders of the medium are also a portion of the community
which benefits at large, by an economical reform of the currency, or the
machinery by which traneactions are earried ons The holders are generally

interested in the measure of reform, justas the stage coachman is interested
, in the general improvement of the country by the introduction of the rail-
| ways, aodiin the possibility thereby afforded o him, of securing his exist-
. ence somehow or other, $hough perhaps not on the coach-bos.

In like manner, by having an economical eurrency given them, the
holders of the old medium, though at first sight they might seem ta lose by its
demonetisation, whether with or without the aid of law actually gain in the
end by the greater use they ate able to make of it as a commmodity of trade.

-~ Mhis ultimate gain to all classes we have seen both in France and in the
United States. Wi _

The Governmen? then being considered as the trustes of the com-
munity, is bound to afford to that community the cheapest carrency or
machinery, for conducting all the transactions of domestic exchange and
deposit which ‘can be devised by buman skill and ingenuity. The obligation
is one from which the State canuot escape.

The cheapness being the interest of the whole, must be preferred to indi-
vidual interest. if the two be found to run counter to one another,

There is no reason to believe that any such auntagonismn exists, it being
found that any reform or measure which re-acts with favourable results on the
whole body of a nation, is beneficially, however indirectly, experienced by all
the individuals composing it, It is essential to bear these somewhat trite
maxims in mind,.on account of the fallacies, by aid of which it is sought to
be maiutained, that to reform the metallic currency of India, by sabstituting
a gold for a silver one, involves breach of faith with those who have contracted
obligations in the form afforded by the latter medinm, or who happen to be
holders of it.

SL
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* The attempt is nfade to pat out of sight the character and mechanical
funetions of & cuvreney, the cost of the performance of these funotionk, the
‘means of® eccnomising the cost under the admitted uecessity of maintaining

a due rooballic resarve. The other chavacher of that reserve ig then alone

considered, #iz.; its character as a commodiby. TPhat chiracter is, of course,
disputed by no one, but it is but to state one side of the argument when it
alone is brought forward, and the othier character (viz., of machinery) mains
tained at the cost of the community; is hidden from view,

*Tn confirmation of what has been advanced, it may, I think, be held to

have been shown by the practice of wealthy nations, that gold is a more can=

venient means of currengy machinery thao silver, when transa¢tions arg
suificiently mumerous, and when the metallie means are suffieiently large, to

render econciy of porterage, wagtage, and coinage, an tlement of caleclation

both to 4he State and to the individuale. of whom the currency twants are
concerned ; Englond, France, and the United States are sufficient examples.

This being so, we must be convinced that as a mafter of adwinistration,.

on the seore of econgmy, we should subitute a gold eurrency for a silver ore

for the aecommodation of largé fransactions, or what may be iu excess of bhe
wants of very peity dealing, in countriey which have reached the Jevel of

‘wealth and e_o'mmerqial” activity attributable to such nations =~ As regirds the
apphication ef a gold enrrency to India we have then to ask, is she entitled
to be counted amone such nations? Are her fransactions of a oharacter, ars

‘her needs on aceount of means of vesesve and circulation, are thesexpenses of .

‘her Miuts.and of waste of cupital sufficient to warrant o change rimilar to
that which has been found in the United States, France, and Great Britain ?

Cm_pmn LEL,

The Standard of valne.—Doas a change of the Standard involve what is called a Breach of -

Faith, elther with the Publie creditor, or the Private one ¥

' Before proceeding to consider the question of a chsmga in what is called
the  Standard of value,” it may be well to come to an undarstanding on
the exict meaning of the phrase. Confusion is.apt to arise from the wise
appreciation of terms, and the public sometimes deceives itsel, and s
frightened accordingly by the misuse of words and phiases, ;

Such a confusion, pechape, oxTsts at present with regard to the phrase fo
which attention is invited, In sotie minds the soronlled “standard ol value ¥’
is mistaken either for vslue itself, or for the regulator of yalve. Itis, in

" fact, a particular metal or commodity, fn which the law of a given country
declares that a curvetey shall be maintained, . '

That particular metal comes thus to be the expression, or means of the
mogsure of value This ig a very different thing from being the measure itself,

- or from the commodity chosen as the standard of value having any intrinsie

virbue, by which it can regulate value, or obtain value in any manner not
commofgi to other conimodities, . Homari .
We are taught that theve is<no real value but the eost of labour wliieh 1s

thrown into produetion ® transport, and delivery, However that labour may

# Nore.—The cost of produetion na hiere n.«-cﬂ includes the ront of land, Waste lind. on
which labour hus not been expended, returus 0o rent,
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. Be paid for, whether by the commcdities it prrduces, hy other comwodities,

_on by their representative in the form of woney, on the cost of it dépends the
value of the commodity.produced, It malesno difference whethier the eom=
 ‘modity be gold or silver, eorn ot 0il, storie or timber. In the cost of labour

must Ee, included wages in_every form, the exvenditure of material whish has
‘been produced by previousJabour, the preparation of the coil whch is also
the result of labour, at whatever former period it may have taken place,
although, now it may be poid for under the denomination of rend. ;

Phus is it that by the ecost of labour value is determined. Tt is

measnred by the exchange of on¢ commodity against another, as we say
that an oanee of gold is worth a ton of iron, the cost of producing the ounce
of gold being the eghivalent of the eost of producing the rton of ivon, dr

the labisie on aceountiof the ounge of gold beiag the equivalent to the labour

on account of the ton of iron, , . )
It is évident that. what' is ealled: the standard of value cannot

affuet the operations with respect to value, wiz,, its oreation by the applicis .

tion of human labour to mutter, its determination according Yo the limits of
the cost of the labour so applied, its measnrement by the exchange of one
commodity against another, except in so far as.the commodity furnishing the
statidard appears s an article of. trade, atnd not mere'y as the means of
rueasurement. ! a0 :

' Weo must therefore earefnlly distinghigh between yalue with the foregoing
conditions, and the legal notion conveyed in the term  standara of valug,’”
as applied to a currency, whichi declares what particular metal shall afford

expression of themensure of value, for the convenience of the community. .

-~ Otherwise we may be led into the mistake of forgetting that the metal which
 has been selected for a legal tender, hason that acdount a twofold character,
as Has been alveady illustrated, viz., that it is the basis of a carrency, or the
" miuterial of an artifeial machinery by which the rude operation of barter has
 been surperseded, besides bein2 also an exehangeable commodity of trade:

Tn the former character, a metal when made into coins, measures market
value, in other words, affords the formula of price, whereas its own value as a
commaodity i determined by the ¢ost of its production, as compared with other
cormmodities,, Fh |

" 1£ this distinction between the two characters of the ‘metal, chosen by

- the community for *the expre saion of v-a.zlue be not resolutely kept before us,

. the one; vig., that of yhachiery, being art: ficial, and ereated for our own con~

veuience, and the other, wig, its own value as a commodity being natutal,

we may expech finally to fall into the errov of attribuiing an occult virtue

to a condition of eutrency; which is liable to chaage with the circumstances
which ma.y render it i-nCUlTVﬂﬂiﬁ_nta. Hs

Mhis seems to be a nob ingceurate deseription of what often takes place
.in.the consideration of currency questiohs, It is not iroprobable that the

phrase ‘standard of value” has more than once beer the cause of the "conw
 fusion and. the evrors of reasoning, which have arisen from them.

Objection is thus taken to a change from the lepal standard of Tndia

{silver, to a gold ong, because large lhabilities have been contrhoted by the
. State under-the former, and it is maintained that as a matter of goud faith,
as it s called; the publia creditor might reasonably demur te being paid under

any other,

Q.
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of heing the material of the currency machinery, chosen either expressly or
fortuitously according to a shifting expediency, is forgotten.

We must not however permit ourselves to forget the artificial condibion,
Having in the progress of civilization committed ourselves to a systerm of
“ Money,” in snpersession of one of barter, that is, having organized carrency
in, various forins, having constructed a machinery by which the system of
* Money’ may be carried into execution, we cannot permit ourselves to revert
t0 a system of barter,in the one item of silver, which is not tolerated in any
other commodity. Otherwise we should destroy the very ground on which
a ourrency rests, piz., that the so-called standard of value is but the legal
. means of expressing how value is to be measured, and does not itself affect

value, ' ; '

In effecting a loan, the State borrows value as rvepresented by a certain
number of coins, gk :

1t does not borrow a special commodity of trade, or contract to return
that same commodity, except in so far as it ie the representative of value.

Thus the money it seeks represents a given value. It actually contracts

for that value, and receives the money which represents it in the” legal tender
of the day, But it is because money ig the representative of valne, and that
the legal tender is merely the form in which the money is clothed, that the
State so receives the money in gold or silver, as the case may be. ‘

| The State does not, and eannot, bind itself never to change the character

of its legal tender, or expression of measure, whizh it looks on as liable to
change like other institutions. Its engagement deals with the value of the
loan, and not with the special expression of the measure of value, which in
equity cannot be a matter of consequence either to the lender or the borrower
if the idea of currency be fairly maintained, and it be not confused with the
notion of the natural character of the commodity, which has been chosen to
afford a material of currency or national machinery of exchange. If value he
left untouched by the chance, if there be no sacrifice of convenience in the mode
of repayment, either of principal or interest ;«if, on the contrary, the con=

venience of the community be increased by a change in the currency machine

ery, a8 cansed by a superior portability and econmomy, it is indeed idle to
maintein that there is even a semblance of breach of faith with the public
ereditor. For if we pay the public creditor the full intrinsic value of interest
and principal of his ioan, whether in gold or silver, 'he has surely small ground
of complaint. On the contrary, if there is a greater convenienco to himself

in the fact of receiving, carrying and guarding a portion of gold as compared

with 1{8 equivalent in silver, he 1s cloarly a gainer, if the former be substi-
tuted for the latter so far as a currendy .is concerned.

1f we paid the public ereditor 99 Ruapees” worth of gold on aceount of his -

loan of LU0 silver Rupees, we should defrand him, and he would be right to
exclaim, But if we pay gold, which is actually equal in value to the hundred
Rupees, there is no ground on which an objection can be raised, with regard
{o an obligation, created after a system of barter has given way before a
gystem of money, '

The same reasoning applies even more strongly toall obligations of domestic
‘gommerce, in which a currenoy comes into action, and the particular

6

1f sach reasoning were to be admibted, it can but beon the gronnd that
silver is viewed as a commodity of trade only, and that its’ artificial character
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though some thinkers may bave a difficulty in overcoming the exact terms

of a State Loan, they eannot find any perplesity wheo they survey the
trapsactions of commerce, it being understood and admitted by all, that the

given coin or legal tender is simply a device by which the prices of commodi=

ties may be adjasted, with respect to their relative market values,

"The market vatues are constantly changing, and they require according
Lo circumstances more or less of the coin of legal tender in the form of price,

but they cannot be affected one way or otber by the character of the legal -

_ tender, excepting the consideration, that an economical improvement in the
~currency cannot but effect a gertain reduction of charge to the commuuity,
as we see stmilar effeets from improved machinery in other matters..

The very fact of the existence of a money system demoustrates that a
mercharit does not contraet to receive his dues in one particular form, but in
‘any form which may be most convenient to the community of which he forms
a part, provided only that he does really obtain those dues ; in other words,
that the valne to which he is eutitled is not depreciated with respect to the
actual present state of things, : :

The argument may therefore be summed up as follows 1—
The State not being bourd for ever tn adhere toa given tender, it follows

that loans made whether on account of the public or of individuals, and that '

all transactions of domestic dommerce must follow the rule of any change in
the mode of measuring monetary obligations, which may be demanded on

account of the general convenience, provided that that change does not pre.

judice real value, that is, that the value of a new legal tender is, at the present,
~ absolutely equal to that of the old one, or inother words, that the curremcy
is not depreciated., ; _

Cmarrin IV, : .

Further exposure of the f'aljaoy cortained in the Breach of faith argument, urged against
; the substitutivn of & Gold for a Silver Currency in India,

e "

In considering the qnestion of cutrency, it is hardly possi[')!e to exag-

gerate the importance of the conclusion which has been arrived at in' the.

former Chapter, wiz., that the State or individual making a loan, in all ecases,
makes a eontract for value, and not one affecting the particular commodity
~ in whieh the legal tender happens fortuitously to exist. :

The view stated in an opposite sense does in fact abolish the idea of a
currency, and reduces us again to a state of barter, It ignores the represent-
ative character of money, and depends altogether on the character of the
metal composing it, as a commodity of trade. ' : ;

Thus to‘take Mr., Wilson’s illustration¥® :~¢ If two men enter into a
contract, one to deliver, and one to receive a given quantity of wheat at a
distant day, however much wheat may have fallen in price in the meantime'
the receiver has no right to complain, any more than the deliverer wounld hav(;
had it in the meantime rigeft as much in price. Butil the person whose dut
it was to deliver wheat, finding that it has risen much in price since the con~

S ""'— 3 4
e
¥ s

A

# Pide minute on a Geld Currency by Mr. Wilson, dated Deocember 25, 1

le?alised money represents value for the convenience of the comrmunity.
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tract was made, sought to deliver bavley or some other grain, whieh in the
-meantime had become relatively cheaper, the injustice of such an attewpt
would he plain.  Bub it would be equally unjust, after a .contract had beew
made in a silver staidard, to change fhestandurd to gold, because it was

- becoming more pleutiful, and in relation to silyer likely to become cheaper.”

. Now in the foregoing illustration, the theory of a eurrency is entively puf
out of sight, and with that omission is coupled another, that. the State in
fact borrows value and not a partisular commodity, iy ‘

The. illustration of the ‘wheat is veally beside thie question altogether,
beeause it refers only to a system of bartcr from which we have been removed
Ly a system of money. ‘ ! . : 3 ' :

. It is evident that when the contract to pay for the wheat wag £ be+ com=
pleted by offering an inferior deseription of grain, this could only fake place

. by substituting the real equivalent in value, or a larger measuve of the lafter
tor the former, : : _ i, y

In the same manner, if gold weve now fo be substituted for silver, it -
would be necessary tc find the exact equivalent of the two metals as respects
weight and fineness, and in digcharging obligations; to see that no deprecias
tion of value took place to the disadvantage of the creditor, according to the
state of things as wow actually existing. il

¢ But keeping in view the idea. of d eurrency, that it 18 g machinery for
oirculation, and the statement of trangactions and prices, there is no good

~ reason wliy we should be irrevocably bound hereafter hy an aceidental orw of
the legal tender which kappens to be in existence now. Otherwise this would
convert the holders of silver, aud those who .were on the eredit side . of
obligations eontracted in a Gertain form, ‘into future fortuate gpecuiators
in 4 cornmodity, whereas when their contracts were made, this idea did
‘notienter int) the conceptions eithér of the ereditor or the debtor, the expres-
sion of the contract in the medium having been assumed slely as the readiest
mode of stating the obligusion, according to the law or custom of the commu-
nity, and oot for the purpose of driving a trade in ‘the commodity w}aiuh
Bappens to have Been fixed on as the means of measuring value, : ' B

i such ‘reasoning as Mr. Wilson’s were to be admitted, wheu bhe. (quess=
tion of substrtuting a cheaper currency for a more expensive one ig considered,
stigh ag silves for copper and gold for silver, the eommunity woald be abso=
‘Jately precladed from effeeting any improvethent or egonomy in the warke«
ing of that particular machinéry, organised and minintained by the community

- ot its own churges, for the performance of particular functions, which affect
alike the State and tbe individual, o s
It would be to creatie a naw vested right in .consequence of an aceident,
to bdr economy and the progress of development, in favour of certain portions
- of the publie to the disadvantage of the public generally ; i short, it would
be to*do what has been declared polifically and socially wrong, and therefore
unwise, in all the greab changes whish have béen exeouted in England’ since
the passing of the: Reform Bill, | - : ; iled

If we guard the publie creditor and the private one up to ‘the actual
moment of making a change, it we guard him from any retrospestive oper-
ation, we bave done our duty towards him. But if we logislate so as o give

. the publie ereditor and the private one an advantage prospectively, in a sense
which was intended neither by them nor the debtor, we then legistate in
favour of the oreditors to the inequitable disadvantage of the debtors, :
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o Yetb if we ave satisficd that silver is likely to begome hereafter relatively
dearer, that is to say, that a change of value is likely to take place by which
an ounce of silver will:at some future time possibly be worth more than an
ounee of silver now is, we are surely bound to consider that the publie, in¢lud-
ing what is called the State, as well as individuals, 1s made up of two large
classes, the oreditors .and the debtors.. Bearing this in mind, and that all
monetary obligations have been created for value, and not for the commodity
| accidentally affording the legal tender, we are further bound, sceording to
every. principle of equity, to consider the interests of the debitors hereafter to the
full ag much as those of the ereditors. We have no more right to increase the
valug of the debt of the former hereafter, by declaring that, for all time, their
‘debts shall be paid in coins, constantly gniniog a higher value than : thit
~ originally aftributed fo those coins, than we should have to declare arbitrarily
. at present, that tlie dues of creditors shall be discharged im n depreciated car-
rency, with regard to the actual state of things. : : : ;
. It is believed that a judge in equity would not coneider the possible pro-
‘spective valve of adyantages, which might be speculatively entertained as an
afterthought by one or two parties to & contrach, provided that no reference
had ever been made to such speculative advantages in the draft of the coves
nant binding the two parties. ] i
 The judue would consider what was the exact intention of thie contracting
parties ab the time the contract was effected ; he would nsist on the contract
being eompleted aceording to that intention, with regard fo actually existing
circumstances and the due interpretation of the latter as affeoted by the mean-
ing of the covenant, and he would banish from his mind fortuitous conditions,
' not contemplated originally, and which as yet have no reality in practice.
" If this view be correct, we may adopt it without danger in considering
. the obligations of the public and the private craditor and debtor, with regpect
' to {he breach of faith argument urged againgt a substitation of gold for silver,
. The contraot of the ereditor being really made for value, must b com-
Toted ‘in value as neatly as possible at the present’ time, but that value is not
to be enhanced in the future, because the foray in which the monetaty obligax
tion was vontracted, is likely to become more costly than it is now of when
the contract was made, IR D
Vet if it be true that silver is to becomie more costly than it is ab present,
owi";.]_.g to the 'siJ,_p}'n_ly I&inv u_neq.ual' to "t_:hd increaxed demand for it in China
and India, we should really add to the debts of all debtors, whose debts kave
. besn contracted under the denomipation of a silver legal tender, were we to
declare that this prospective change in‘the value of silver is to be entirvely
ignored, Such a resolution would: be a one-sided and ‘fhierefore an unjuset one -
Ju favonr of ereditors, whether those ereditors ave represented by the holders
of the public debt, or by bankers and other privafe individuals.

On the assumption therefore, that the relativetvniue is likely to be greatly
raised, 4n agsuniption however which musb be received with the utmost eaution,
it would seom that so far from there being a breach of faith in introducing a
gold currency in the place of a silver one, we are abaolately hound to do so'in
justice and in good faith fo the publie at large, unless we would lay ourselves
open to the charge of regulating our measures solely in fayour of certain
classes, #izl, creditors, pablic and private, who lent value under a silver

" denomination, and of the actual possessors of silver,
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: It 1s evident that these éiassea form but a part of the whole vast public of
ndid. ' T ks

' When wo reflect on the argumeﬁt by which the. introduction of paper .

money is justified and eulogised by all writers on political economy from
Adam Smith to the anthors of the present day, of whem no one has been
more eloquent and more convineing than Mr, Wilsoa, it is difficult to repress
}.Jhe feelings of surprise caused by tlie argument of bad -faith as adduced by
him. ! : i

His argument and that of all others in favour of a paper currency is,” that
the introduction of convertible Bank Notes ou proper terms, has the same
effoct as opening a gold mine in - the country to the extent of the relief
afforded by the Paper Currency, _

Thus assuming that the Bank Note Carrency of the Bank of Fngland is
14 millions in escess of the coin kept in deposit, for the purpose of mesting

" the liability caused by the convertibility of the Notes, so much metal,,iz.,

14 millions of bullion being released, the metal becomes proportionably
cheaper, in other svords mouvey is cheaper, or the same amount of ecoined
money will not purchase so many commadities as it would do were there no
Bank Notes, and were 14 millions of bullion, now set free as a commodity to
trade with, absorbed in the British cirenlation,

Consequently the issue of the Bunk Notes is a direct disadvantage to the i
public creditor, who, having lent value, finds that value depreciated by the
fact of money having been rendered cheaper by the artificial mine dug undtr
hig feet. Therefore his 3 per cent. of dividend will not purchase fcr him so
many commodities, as it would have doue, had there been no Bank Note
igsue. :

The like consideration affects all private‘creditors on account of loans as
well as all holders of the precious metal.

We have never heard. of the British public ereditor being permitted to ery
out against breach of faith, because the value of the public debt bas been
‘diminished from time to time by:the development and improvementfof affairs,
and the machinery used in conducting them, including Bank Note circulation.

Yet if the argument is worth anything, we must apply it to the introduce
tion of a Bank Note circulation under the law, by which money is rendered
cheaper, and the yalue originally given for public securities is depreciated fto
the full as much as to any other measure by which & similar resalt might be
produced, such for instanee ag to a‘subst.it.ution in India of a gold for a silver
earrency, by which the artificially caused extraordinary demaud for the latter
metal might be cheeked,

 But Mr, Wilson could see no evil in cheapening money, or interfering
with the value given by the public creditors or retained in deposit by private
holders, so long as his own nostrum of paper was ouly concerned, He desired,
and it is believed rightly, to introduce paper throughout the length aud
breadth of India for the purpose of realising vast masses of hidden motal, and
thereby cheapening money. Not a word in this about the public creditors or
the duty of obligations. But there cannot be a doubt, that if he had been
permitted to carry out his plans, nd:mlra.ble ag they were, and if his especta-
tions had beed realised, his operations would have been attended with similar,
but far more important results to the creditors in all sorts of obligations,
public and private, than he attributes as likely to flow from a substitution of
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‘gold for silver on account of the assumed eventual greater aostliness of silver
as enmpared with its present value, ;

- The truth seems to be, that Mr. Wilson reasoned rightly when he was dis-
coursing on the merits of his paper scheme, and that he was wrong when he
talked about the change of gold for silver, as involving breach of faith,

He was, in the latter instance, seduced from his corvect principles, by the

mistake of attributing tv a denomination of value the fact of value itself, and

he substituted the idea of the character of a commodity for the ides of a our~
rengy. ;

In the former instance, viz., of paper, in which he escaped the diftienlty of
the commodity, however eonvertible his paper might be, he remained true to
the “proper theory of a currency. ‘I'his, as before shown, declares that cur-

: rency is & machinery for the easier transaction of all the domestic operations

of the State aud of commerce. The State being thus responsible for working
its machinery, of whatever character, as cheaply as possible, and with the

- greatest®advantage and convenience to the community at large, is boand to

use paper ag much as it can be applied with advantage, just as it would turn
to its own uses a gold or silver mine which might be found in land in which
the State has a private property. : :

Bat, asalready asserted, an economical reform of currency, by substituting
gold for silver, which shall give the community the means of eirsulation and
depdeiti at a cheaper rate than it has hitherto enjoyed, does actually afford also

- relief not so large, but similar.in kind to that afforded by the introduetion of

the convertible Bank Note, if the latter operation is to present all the con=
gequences promised by Mr. Wilson, an assumption, be it said, which is open
to more than reasonable doubt in the case of India.
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Cuarter V.
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The double ¥ Standard of Value,''—1In préctica a single standard alone existe.—Tllnstration
ufforded by France and the United States. :

. Having esiablished the esagt meaning and function-of the “ Standard
. of Value,” it becomes necessary to pursue the inquiry, for the purpose of
fixing the worth of that much vituperated thing a *‘ double standard,”

It is said that a country has a double standard, when legal tender is
made of coing in two metals, silver and gold, in payment of taxes 'and debfs, .

‘8 _given ‘coin of the one (viz, gold) being held legally to be the equivalent
of a certain number of coins of the other viz., silver. :
: Motallic money assumes: two legal forms. Two metallic media of
circulation appear, in either of which obligations may be discharged according
- to law, either wholly or in part, £ _

At first sight, it might seem that, under such an arrangement, two
means of measuring the value of commodities are then afforded, and that a
conflict must ensne between the two to the disorganisation of trade. It is
well to ask if this is o. '

If the two metallic means of exchange were abstrnc'fions, like the signs
for measuring length or weight, they might be jointly retained as mere means
of measurement also, No practical inconvenience would result from the use of



such two means, but:the labour of veducing the .0'1.59 to the other in caleulation,
As, for instance, it makes no difference, whether & piece of stuff is measared
in French metros of Buglish yards. Price follows on the actual length of

G

the stuff, and net on the signs by which that length is represented. In

the same manner, ¢oins of different denomination, but of the same metal,
are reduced from ome to the cther, according to the value they actually ves
present, withent trenehing on any other consideration. When we have to deal

with things and get heyond the region of signg, the reality of valne must be -

dealt with also. Thus silver and gold not being abstractions but exchangeable
 eommodities, beside having whateyer functions of representation and meagure=
" ment whigh may be assigned to them, follow the laws of supply and demand

like all other axchangeable commodities. This involves variation of relative yalne -

with regard to one another, accordiag to the changing demand for them,
variation in the means of supply, their conditions of bulk, the cost'of transport,
waste, and 8o forth, The relative mint value of the two matals may be stinck

by law with the greatest nicety, with regard to cost of production and

delivery. in the country where the mint is placed, but the vicissitudes™of proa
duction, and the necessities of commerce, including currency, ave ever causing

glight variations betwgen the market valaes of the two, o
It then becomes a matter of caleulation to ereditors and debfors, as to
which particular meetal will best suit their respective purposes, when all such
elemaents of value have been taken into consideration. It will not be forgotten,
that “in" these elements are comprehended the considerations of egonomical
‘thachinery already illustrated, through which an actual economy of the national
gapital takes place,  Others of a not dissimilar character will be adverted
to hereafter, e - »

hen two metals are engaged in a curreney, the prineiple displayed in

Chapter 11 comes naturally into opervation, That 'metal which asserts its
superior cheapness ag the matorial of maghinery, for carrying on the transac-

tions of exchange, excludes the other from circulation, -

If a currency in one of the two metals can he carried on more cheaply
thau in the other, the foraver will be preferred, although the original cost in
producing each of the twe is the same, .

 This consideration affects all alike, both creditors and debtors, bacause

the procicus metnls absorbed io a eurrency, are so much of the eapifal of a .

countiry, which is devoted without interest by the community, to save it from.

‘< living in a state of barter,

The relative value of the two metals, taken as commedities and not ‘ag
mere meaus of measurement, is carefully weighed, and according to the price
of the metals as fixed by the value of other eommoditics, or we may eay by
the cast of prodnetion as involved in the labor expended for that purpose,
will ‘the choice be made: by the payers of taxes and debts, as to which of

the two mefals shall be their medium Q'E payment, or in which of the standards

payment shall be made, : _

If it bo echeaper to the communify to maintain a correney in one metal
than it is in anothor, when both have been launched on equal terms, thig
vircumstance must resact on them as commodities, and make the former
the preferable mea’s for the discharge of all obligations, 1t thug becomes esta-
blished as the medinm of exchange and deposit, whatever may be the law about
the standard of value, or the double legal tender, £ e
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Thas when there is a so-called double standard of gold, or silver, or to
. ‘Speak more accurately, a double legal tender, if it be more profitable to the
. community at large to pay in gold, payments will certainly be made in it to
“the exelusion of silver, ‘notwithstandivg ‘thut the atter is equally ‘a legal
~ %ender 'with the former. In such case, silver practically subsides from air-
eulation, and sinkainto the rank of a mere commodity of trade, with the
exeeption of g vertain small-guantity, which execntes very petty tramsactions,
 the place of silver in the vireulition and in depesit being: usurped by the con-
quering gold, exaetly as horsesare pushed out by steam, on the snperior economy
~of the latter eoming to be recognised gs aft agent of machinery, '
.. On the other band, if the price of gold were fixed at too low a rate
relatively to silyer, in the legal tender of the two mutals, with regard to the
amounts produced and consnmed, that is to say, it'the legal equivalent of
silver were unequal to the market value gold possesses as a commodity, the
superior ehoapness of gold as a materigl o% currency would be defeated by
the consideration of the profits of trade, 2
Gold would thep disappéar and would subside from the circulation, be-
eause amid the froedom afforded by a donhle legai tender, silver would furuish
the domestic money, and the gold merchan t, heing ablo tetake advantage of
the lavger price gold wonld foteh abroad than at home, would export it all
accordingly, ; B
_ The nominal double legal tender would resolve itgelf virtaally into the
single ona of silver, and the best mef allic basis of ourrensdy for'a rich country
would be ' supplanted by the worst, in defiance of a proper economy of the
eapital of the community, because of an error in the colculation of the value
- of the metals, \ dhid
. This seams to have been actually what oceurred in France, from 1801 to
1860, during which time the market vhine of gold was in éxcess of ils legal
equivalent in silver, : :
S The ‘variation in the vatue of silver since the gold diseoveriss, which is
s reckoned at b per cent,; seems to have proximately established the valnes of
@ ©the two metals, at the rates previously but errongously attribnted to them,
when the equivalents of the two metals were legally fixed, The gold Napoleon
ccased to be worth more of silver fraros than it conld claira by law in the
formn of money, It eoased to be able to buy more value in a foreign country
than' it ocould in its own, which had been the cage till the gold discoveries,
and the action of some other countries in this matter, to whieh allusion will
hereafter be made, On this taking place, the saperior economy of a corrency
*-Qﬁ gold as compared with silver, at onece made itself felt, Silver hag, in
"samseqﬁ::ee,.; in ¥rance, been driven oud of the oireniation and of deposit, and
has been exported, the currency of the country and its reserves being main»
tained in gold, which has been coined in yagt quantities, TR :
... The same results were secn in the United States of America, A very
slight variation of the relative values of silver and gold was sufficient o
cause the fullest weight to he attached to the supericr ecovomy of the lattex
dgold) as compared with the former (silver), for the performance of the worf:
of currency and deposit. Gold was accordingly, as in France, soined in wil
lions to meet the eontingeney, and silver was exported, that operation being
mere favorable to the possescors of it, than to tendey it in payment of debts,
The latiter (silver) sunk alﬁqgether to the rank of a simple commodity of
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trade. No variation of prices took ‘place in other commodities, no inconver-
ience wae experienced in measuring values, % ‘ ’
 The publio debts and all other obligations were not held to have been in
any maunner affected by the eircumistances, the mint value -of the new gold
dollar having been made as nearly as possible equal to the original mint value
of the silver one, The mioney made of gold represented yalue generally to
the satisfaction of the publie, according to the idea it had hitherto had of value
~in the silver form, and the gold money was cheaper to the public as such a
representative, than ite equivalent of silver could have been, on account of the
much greater bulk, weight, waste, and expense of coinage of the latter. ‘
Thug it ie seen in practice, how other things being equal -or nearly so, tha
question of tender, and therefore finally of standard, is determined by the
necessity of following the simple rule of economy, which guides the conduct of

&ll manufacturers and merchants in the transaction of their business. It ig said

that the question of standard is finally resolved by the instance afforded by
the United States, to which 1 will now allude, though it may be necessary to
dwell ou it hereafter, it

Thus by the law of 1849 in that country, a step forward was made to-
wards the substitufion of gold for silver by the introduction of golden dollars,

61,

A certain weight of coined gold being estimated and legally declared to be

equal to the original silver dollar.

In 1853, altheuch no legal objection was made to the discharge of the
largest obligations in full weight doliars, the silver coinage required for daily
petty - transaetions was by depreciation legally reduced to the raunk of a token
coinage. Paymeuts of more than five dollars could not be enforced in the
token coinage sccording to law. This change was made as a matter of eon-
venignce, The national reserves had come to consist almost entirely of gold.

Perhaps it may be well to mention that a token coin merely means a
metallic Bank Note; that.is to say, that a certain coin (say of silver) is
authorised to stand for more than its weight of silver, and therefore to be a
sign of value which it doe¢ not itself possess, This is the case with the shil-
ling. Yo prevent traffic in token coins to the derangement of trade, a legal
tender of shillings does not exceed 40. Beyond that sum payment must be
legally made in gold in England. - -

In the United States so much of the old full weight silver coin had been
absorbed as a commodity of trade, as to put the community to inconvenience
in the execution of petty daily transactions, : : _

* The gubstitution of gold for silver on account of the larger functions
having become complete, the necessity of consulting daily convenienee was
felt and acted on in the matter of silver -coins of small value, as hat been
previously done in Great Britain.

1t was no longer required for the national convenience, that thﬂe silver
coing current for such purposes should possess the intrinsic value of which
they were the signs. The function of representation of Yalue in the national
rpserves having been finally assumed by gold, it was evidently to the interest
both of the State and of the individual, that no more of silver should be
absorbed in daily pebty commerce than was absolutely indispensable.

Consequently in 1858, the legal tender of the T.'T‘nitled States was
practically reduded to a single one, the double standard of silver and gold
being thus brought down to a single one of gold,, This does not seem to

*.
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have been absolutely stated in words. If any one had been unwise ‘enough
after that date to present his full weight dollars in payment of large obliga-
tions instead of exporting them, there was nothing in law to prevent bim.
With the two examples of France and the Untied States before us, we
can thus hardly resist the couclusion, that as a matter of pure economieal
science, a battle about a double standard is 2 somewhat unnecessary contest,
For whatever we may proclaim regarding a legal tender of two mefals in
discharge of obligations, the facts of payment and deposit; settle, on oue of
the metals, to the exclusion of the other from the currency. 1f two metals
be declared to be legal tenders, but one will be tenderved practically, the other
gradually subsiding from eirculation, being abgorbed in domestic manufactare,
Toarded, o exported, as may be found expedient by individual interests.

With regard to what may be further expected, or what may actually
take place under the double standard, ov when a twofold metallic legal tender
exists, we must again advert to the fact of the exchangeable value of the
two metals.

Thus it is absolutely necessary in the interests of commerce, and of the
community, that there should be but one measure of value, whether or not
‘there be & double metallic legal tender. Thig is so fully recognised in
practice both by Governments and subjects, that we find in the countries
where such double tender exists by law, that but one denomination of coin,
of one metal, is admitted into the calenlations of value, Thigis scen in the
transactions of trade and of the Revenue. The nominal value of the parti-
oular coin remains as a fixed quantity, and is the vecognised measure of value,
in the face of the legal fwofold metallic tender,

All accounts are kept in 1, whether of the public debt or of private
obligations. Thus in France the Sitver Franc bas retained the denomination
of the measure of value, althouwh, as abovementioned, the legal tender admits
~ of silver and gold, and that the gold has practically driven the silver out
of civeulation. ;

The price of the gold is thus determined by the value borne by the silver,
at the time that gold asserted itself as the best medium of cireunlation, All
transactions are still measured under the old silver form, though the pay-
ments are actually made, and deposits are maiatained in the gold equivalent.

The interest of the public debt is paid in gold as being the equivalent of
the silver whieh is due aceording to the actual terms in which the contracts
for the loans were actually eonceived,

. Thus it may be said, that any possible or prospective change in the value
of silver is banighed from view, and that the value of silver only is considered
by the legislature and the community, as it stood at the date when gold was
poured over the country in supersession of the old silver coinage,

The French have not as yet advanced beyond this point. They have not
as yet logalised and fized what has actually ocourred, in accordance with the
principles which have been statad. We remark a curions phenomenon: fhe
Eitular atandard and measure of value have alike maintained their position in
gilver, notwithstanding that the money of the eountry has for the most part
become gold. In this manaer, have discussions with regard to Ghe Public

debt and the breach of faith argument heen successfully disposed of.

Names have been retained, while legal equivalents declared with the
ntmost nicety of calculation, have changed Gthe face of the money or

B



34

representative of value throughout France, without in any way affeoting
prices, obligafions, or interests, of any kind whatsoever, Congequently it
ray be said that the real Frane of the present day is the golden equivalent;
of the silver Franc of the . year 1850, just as we have seen that, in the
United States the golden dollar, in which all the reserves and eurrency  are
maintained, is the equivalent of the silver dollar of 1849, The comfort of
the communities of both countries, and the economy of their capital, have
slike benefited by the reform operated, according to their progress and increas~
ing wanfs. : :

But as already gaid, the United States have proceeded ons step further
than the French; and by the introduction of a token coinage for sums less
than a dollar, have fixed their gold currency by law,

It is probable that the gold cvrrency of France is practically as much
fixed as that of the States, but it would be well if she also wers to have
recourse to a token silver ceinage, according to the exsample get hy ourselves,
and followed by the United States.

We may fairly say, that both France and the Vnited States have
exemplificd in practice what has been maintained with respect to value, and
the monetary obligations consequent on a particular form of metallic gurrency,
the eaid obligations being contracted for value, and not for the metal or com-
modity in which the currency is cast.

Crapren VI,

Effect of the Demonetisation of Gold subsequent to the Gold discoveries.— Breach of Faith
- towards those on the debit side of obligations thereby involved. ;

It is necessary once more to refer to a definition,

The money absorbed in a eurrency, whether it be actually floating in the
course of daily exchange, or in deposit for the purpose of insaring the con-
vertibility of Bank Notes, and of meeting the balance of trade, is so much of
the capital of & counfry which a community estranges from fhe ordinary
processes and profits of manufacture and commerce, for the easier transaction
of its business,

This absorption of eapital takes place in a special form, viz., in a certain
metal, or in metals which have been produced or imported in exchange for
ofher commodities,

The absorption of a particular metal for the speeial pur{msa of money, in .

other words, of metallic currencies in the several communities of which tha
world is made up, cauges a larger demand for the metal or metals generally,
than would be the case, if these mefals were not so used, that is to say, if
they were required only for the purposes of manufacture, jewellery, aud so
- forth,

Many hundred millions of gold and silver are absorbed in the function of
representing value, which would be available for other puarposes, if it were not
more convenient to retain them for that particular one,

The metals are therefore produced in great quantities, to meet the
demand on account of this particular function of representing value, which
is known ae metallic currency, the metals employed in it being intrinsically
worth the value they represent in the form of coins.
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~ The further conclusion is then, that a much larger production of the
metals takes place on account of the several currensies of the world, than
__w_onld oceur if those eurrencies did not exist,

Consequently, as to make the money of & community of particular rebals
cauges a greater demand for them, and theretore incteased produetion, so,

 suddenly and arbitrarily to drive one metal away from the function, for which

amongst others it was lavgely produced, cannot fail to affect its value, as
shown in market price, till the absorption and waste of mannfactures have
again given & stimulus to the produetion of it. _ _

Further; this operation on a metal hitherto used in a eurrency, called
demonetisation, in favour of another metal, which is retamned, is liable to
- render the former cheaper and the latter dearer,

Such a result may be countarbalanced by other causes, but in the absence
of such other disturbing causes, it could not fail to follow.

_ The ultimate practical consequence of sudden demonetisation of one of
guch metalt, is that owing to the cheapening of the demonctised metal, 1t
leaves the country where it has been so cheapened, or it is hidden away, in
the hope of better times coming for it hereafter,

_ The production and importation on account of that partioular country
geases, except for manufacturing purposes,

1f not compensated for by the opposing action of other countrics, we can
conceive without fear of error, that production of the demonetised metal
would altogether cease, till the absorption and disappearance has occurred
through manufacture and waste, till the reserves. previously held bad been
finally exhausted in it, )

This having taken place, the value of such a metal would again rise fo
what it about formerly possessed, relatively to other commodities with regard
to the cost of the labour expended in its preduction. We have seen that in
France and in the Unifed States, silver bas been gradually but practically

demonetised in recent times without shock to existing interests, as 1t bad .

been previouely in Eogland,

1t is unnecessary to remind the reader of the extraordinary weelth of
those eountiies and of the produetive power of their respeéctive communities,
as compared with all other counuries and communities in the world. The trade
and the production of them has been increasing at an accelerated ratio sinee the
termination of the great wars in 1815, Leaving England out of the question,
as having effected ber currency reform before the gwulfil discoveries, we may con=
tent ourselves for the present with the cousideration of Frauce and the Statos,
with regard to the subject Lefore us,

Pheir enormous wealth and trading power demand a great mass of metallie
currénay and reserves, and the demand is ever inoreasing with the progress
of their development, the dsily augmenting multiplicity of the engagements
and obligations they have to meet, : :

For as the trade of a country and its capacity for production inevease, so
algo does its demand for metallic reserves.

The reserves of France and of the United States must, as a mabter of
courge, follow such a very simple and obvious rule, and we have evideuce of it

in the enormous gold coinage of both countries,
B2
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The latter fact shows besides, that their roserves are now held in gold
instead of in silver, or part silver and part gold, as in former times. In these
citeumstances, and in the fact of the increaging wealth of Great Britain,
France, and the United States, we find a chief reason, why the value of gold
has been but little sffected by the old discoveries, and the extraordinary proe
duction of gold, which hag takeu place in recent years as compared with times
antecedent,

If, as was done in some other countries, gold had Been_artiﬁeially demon=

etised by France and the Uriited States, subsequently to the gold discoveries,
the result expectod with much alarm by some eeonomists and Governments
would probably have ensued. Itis cortain that, ageording fo the amount now
producible in the known mines, silver could not have continued tosupply the
currency and reserves of those coantries amid their great development, with-
out an extraordinary rise in its value, ag compared with gold and other come
modities, ;

Had then those countries been ag ill-advised as some others, it is really
true that silver might possibly have taken the place of gold, and all loans and
obligations, including publie debts, uominally payable in silver, would in such
case have been doubled, perhaps, trebled, in value.

1% perhaps may be said then, that the course pursaed by France and the
Unifed States, and by England, in the matter of metallic eurrency, has saved
the world from a great revolution in the relative value of the precious metals,
and from the evils which could not fail to have followed on such a revolution,

On the other hand, the conduet of other Governments, which acted under
feelings of alarm, and from incapacity to grasp the reality of what they were
about, was exactly ealoulated to cause the disaster, which was the ohject of
their fears, ;

In the countries under such other Grovernments, the fact was overlovked
that to demaonetise gold, which bad hitherto baen used in. aid of 5 silver cur.
rency, was to add to the effects of the change caused by the gold discoveries
in the absence of compensating foreign causes, to degrade the value of gold by
arbitrarily reducing that demand for it, which had hitherto had the sanction
of law and custom : to deprive it of the principal functions on account of
which heretofore it had heen largely produced, viz., the functions of currency
and of depositi, of forming part of the national reserve, whether in the public
_exchequer, or in individual hoards, i

Thus was gold reduced in those countries bastily and arbitrarily to the rank
of a mere commodity of trade and manufacture, iustead of being permitied to
be the agent of vast operations involved in the character of being a legalised
representative of value,

In addition, therefore, to the mines discovered in California snd Australia,
gold mines wete artificially ereated by the inconsiderate conduct of the Gov.
ernments alluded to. To the best of their ability, these Governments pourad
forth on the world the gold hitherto absorbed in their metallio currenciesy o
condemned it to idlevess, when they degraded itfrom use in their domestic
exchange. That took place which has been stated as certain to veour in the
absence of disturbing causes. Gold was relatively cheapened as regards silver,
its price being determined by the artificial value communicated to the latter.

For the value of silver could not but be proportionally raised, with regard
to the amcunt of that metal existing and annually preduced in the world being



ealled on to pérfbrm the great funection of money, or of representativa of
“value, which had hitherto been divided between silver and gold,

The consequence was, that in all the countries adopting this eourse a posis
tive injury wasdone to the community generally, and to all debtors, becauso

. the repayment of obligations from the date of the legality of the gold tender,

_being denied, had to take place in silver, the value of which had heen thus
artificially and arhitrarvily raised, that being subsequent to the date on which

 the e mtract of the obligations had been made. _

. This injury was to the detriment of the State in its character of debtor
as it was to all other debtiors, :

It was a sudeessful speculation in favour of the fundhbolder and of all credi-
tors. 1t was also a snceessful speculation in favour of all those who happened
t0 possess hoards of silver metal, while it was the contrary to the holders of
gold, it being understood that digtarbing causes of the counter operations of
wiser governments are put on ove side, while the question and its conditions are
stated with purity and absoluteness.

. Under such circumstances, there is small room for surprise that silver
should rise b per cent. in value, which may be fairly attributed to the conduct
just illustrated, and not to the new produetion of gold. :

We can only be thankful that it did not rise still more, a eircamstance
which, as above shown, ean only be accounted for by the wise condnet of the
three most wealthy and actively producing communities in the world, those of
France, the United States, and Great Britain, and by the fortunate era of
placefal progress and of national development in which that conduct took
place.

The progress and the development of these countries were sufficient to
prevent any but slender change in nominal value on account of the increased
production of gold, and their conduct wasalmost able to obstruct the mischiev-

- ous regulations of other Governments, which tended directly to raise the
walue of every debt, public and private.

- Wecannot then resist the conclusion that the conduct of the Governments
of Holland, Belgium, and India in this matter, which has been mentioned in
terms of commendation, as being an useful experience by a great autherity
(the late Mr. Wilson), it being ealled by him an act of great caution, was in
fact one of inconceivable rashness, :

He says that “before the gold discoveries, silver was rarely so low as 44,
114. the ounce; ginee, it has seldom reached; or at least excceded, Hs. 24. the
ounce, but under the apprehension of a fall, the Government of Holiand,
proverbial for its caution, was the first to take alarm, and havieg then g cir-
culation of both gold coins and silver coins, which were a legal tender at a

« fizxed ralation to each other, they demonctised the gold coin, leaving silver,
the ancient standard, the only legal tender.” :

Thus Holland, it appears, merely under an appreliension of a fall, and not
because a fall in the value of gold had occurred, was the first to set the fatal
example. Holland was the first to ereate an artificial gold mine to aid the new
Californian natural mines, in changing the relative values of gold and silver,
in fact, to cause the very evil it professed o dread, and doubtless did dread.

The élxampie was followed by another small but very rich country (Bel.
ginm), India under the British Government did the like, and gold, which
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from time immemorial had been coined for circulation and reserve by all the
(Govornments which preceded ours, was made suddenly fo cease tio form part
of the British Indian eurrency. i

The inevitable consequence was soon seen. 'The price of silver being thus
unnuturally forced in other countries, while it remained at its natural value in
Fronce, the United States, and Great Britain, according to the commereial
law which enjoins all traders to sell things in the dearest market, and to buy
them in the cheapest, silver forthwith began to flow {o the market where it
could feboh the highest price,

T would ask leave, in considering this important matter, not withstanding
the fear of vepetition, to refer again to the points involved in the valne of
obligations being inereased, by the sudden and arbitrary demonetisation of gold -
in the several countries where it ocourred,

1 would also request that the facts of walue, as¢ applied to obligations
(public and private), may be borne in mind, the deduction from them being in
the present instance, that to demonetise gold arbitrarily and summarily, to
order that silver only shall perform the funetions of metallic money, is to ju-
terfere with value as it has been hitherto determined in respeect of silver, to
give a high price artificially to silver, and then torule that thai high price
shall stand in the place of infrinsic value, as measured by the cost of produc.
tion, Consequently an arfificial high price replaces the natural price at which
silver wag estimated, when it Was selceted by contracting parties to represent
value in mutnal obligations between debtor and ereditor, it being the fact that
the particular metal was only the representative of valne, and was not itselfa
comraodity of trade, in which either party was driving a spegulation,

These eonsidesations are peculiarly important when we consider the publie
debts of countries, money obligations connected with the mortgage of land,
eto., ete. ;

There cannot be a doubt that in all the eountries in which gold was arbi-
trarily demonetised, the public debt in those countries baving keen contracted
under the denomination of oneof the forms of legal tender, while two were
admitted in the eurrency, the operation took place for the benefit of the holders
and the detriment of the tax-paying public, in exact proportion to the rise in
the value of silver, vsz., about b per cent,

If they sold 100 Rupees of their stock, they received value which wag

-

equal to five Rupees more thau they had originally lent. i .

Their dividends from henceiorth were 5 per cent, more valuable than they
bad contracted to receive, althongh the nominal interest was the same,

All mortgagees, all holders of policies in life insurance, in short, all eredi-
tors in monetary obligations made antecedent to the demonctisation, received a
like benefit, to the positiye detriment of the debtors, .

Tt is really pleasant to observe that, with regard to the breach of faith
arcument, that which has been most erroncously used against a substitution
of gold for silver, might have been, indeed ought to bave been, if the natnre
of value is fairiy consdered, urged with firm and honest purpose against the
operation called a measure of cantion by Mr. Wilson.

1t is certainly vrue that the Fundholders, the creditors, and the holders of
silver of the time in the countries referred to, exercised the cantion which
makes laws and regulations to enhauce the value of existing property, in

a8



' ‘other words, whith legislates inn purel{‘ selfish interest to the detriment of
the pablic at large which pays taxes, and of the huge clags of debtors, in-
cluding what 1s called the State, _

y Cuarrre VII,

Justive can alone be dene to the eommunity of India by the introdasiion of a gold legal
: tender, and the consequent prevention of rise in the valae of silver,—Effect of the rise
in value of Silver on the very poar. Instance afforded by the incidence of the sal
Taxod.~ Loss caused to India by the compulsory importation of Silver,

Amongst other arguments which have been wused against the introduction
of the gold legal tender, we have heen told that a great injustice am-
ounting to robbery would be inflicted by it on the ryot, or cultivator, 1t is
asserted by some that the proposed measure is meant to add to his difficulties,
and it has been dubbed confiseation on guch an account,

The assertion is a seducing one to some minds, If is indeed butb are-statg.
ment of the breach of faith argument with a dash of sentimenialism infused,
for the purpose of attracting the support of the British philanthropist,

1t may be fairly said that the truth is exactly opposed to the assertion,
_that jusiice can only be done to the ryot, and to those who are lower
down in the social seale than he is, by reverting to a gold currency.

It has been shown that, putting disturbing causes aside, an arbitrary and
absolute demonetisation of gold mmst of necessity raise the value of silver,

Consequently such an operation is direetly disadvantageous to all debtors

whose obligations were confracted prior to it.

Such demonetisation is also disadvantageous to all who are bound to make
payments of given suts ab regulated perivds according to ancient contraets.
For the sake of argument we must assume that the rise in the value of silver
with respect to that of gold is the same in India as it g declared in the
markets of Burope, although that perhaps is hardly so. Thus, if silver is now
worth bs, 2d. an ounce instead of 4¢, 11d., as was the case in Europe in for-
mer days before the gold discoveries, and before gold was absolutely demonc-
tised in certain countries, every obhgation contracted under the national

 denomination of value, véz., the Rupee, before the changes adverted $o, is
practically worth about 8d. more iv five shillings, or something like & por
cent,, than it would bave been had po such changes taken place.

Consequently, all leases, mortgages and public debts impose this disadvan-
tage on those who are on the debit side of the contracts made prior o the
operation referred fo. Buch parties counteracting causes being put on one
side, of which notice will be taken hereafter as affecting India-—are actually
now paying about & per cent. more of value than they contracted to pay,
because they are compelled arbifrarily to pay their dues it a metal, the markes
value or selling price of which has been artificially raised 5 per cent. by the

absolufe demonetigation of gold ¥
Liet us examine how this circumstance acts on the ryots of India.

# Do if said in passing, that for the sake of the argunmient T am cbliged to ass: 1—
popular demonetisation of gold lins been really as effective in India as ﬁ]e laswa und“;al:(l’atilgil}ll;?
giong would have made it. 1t will bo soen in & following Chapter {hat this is by no means the
ense, and thab there is congequently reason to believe, that Tndia bas in agront easure eﬂ"a.prqﬂ
the evils of that demonetisation, as affecting the relative values of silver and gold. i

S,
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In the firet place, the land revenunes of India being in the rature of rent,
the State landlord receives 5 per cent, more of vslue than he intended when
he contracted for the rent of his lands, or in other words settled the assess-
ment of the land revenue. : ' '

In Bengal, this settlement, made in the last century, wasa permanent
one, Thercfore in Bangal, the essence of a permanent agreement has been
invalidated by the fact of a circuitous arrangement, one allogether out of the
minds*of the confractors on both sides to the settlement when the sehtlement
was made, that is to say, other disturbing causes being put on one side, the

permanent landholders of Bengal now pay b per cent. more of value for their

land than it was originally intended by them and Liord Cornwallis that they
should pay, or than they did pay for move than half a century after that
settlement was made,

In the North-West Provinces and in Bombay the settlements ate not
permauent, but run for thirty years, i

In the North-West Provinces the settlements were generaily effected
ufter the Act of 1835,% but before the treasuries were ordered not to receive
gold in payment of revenues.,

The rents were therefore fixed ina great many instances before the valus
of silver could bave been affected by the gold discoveries, and its price raised
by them, OConsequently, until the settlement comes toa close, the older
lessees or payers of revenue under the thirty years’ settlement of tha North-
West Provinces, ave affected similarly to the permanent tenant of Bengal, The
land settlement of Bombay, which is still proceeding, seems not to have been
commenced at so early a date, but the argument must also partiaily apply to
that Presidency.

It is obvious, therefore, that, so far as rent is concerned, all obligations
eontracted between the State landlord on the ove side and the tenant on the
‘other, which are older than twenty years, are discharged according to a notion
of the valoe of the rupee, which was not intended by either of the contracting
parties, and which ig to the direct advantage of the tenants, Let it be res
membered that these tenants arve the classes on whom most of the direct taxa=
tion of India is made to fall.f

Whatever may be our opinion of the policy of the immemorial system of
State landlordism, for raising the funds required for the funetions of Governs
ment and administration in India, it is clearly wrong and unjuet to add to
the burthen indirectly. Yet this is exactly what has been done by the course
gursued with regard to gold and silver in the currency of the country, in

isregarding the fact that a certain idea of value was originally contemplated
by the lessors and the lessees, and not the actual commodity or metal; in
other words, the special form of money,in which that idea was for the time
nominally represented in contracts. :

In addition to the difficulty stated with regard to the contract made with
the State landlord, we bave the further facts of the indebtedness of a lurge

#® Aot XVII of 1885, This Act determines the silver and gold coinage, and establishes equi-
valents of respeciive valnes. Italso enacts that gold shall not e a legal tender. .

4 This iz not said in depreciation of the Indian system of land revenue, whieh I believe to
be a most paifect engine of raising money for State purposes, when it comes down from ancient
fimps, a8 is the case in India, and is nob arbitrarily applied ag a novelty, and therefere a tax. In
the former it is strictly rent, in the latber it is an impost which may or may not be equitable,
with regard to the burthens placed on the classes coonected yrith the land.
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. proportion of the Indian land owners and ryots, under whatever name they
‘may exist, towards bankers and others. This state of indebteduness is nok only
general, but is also in a vast number of inetances of very old standing., It has

. come down from generation to generation, and is transmitted from father to

- son, the security being in the form of mortgage. G

: Here again the mortgagee profits, as it has been shown that the State lande«

- lord profits by the arbitrary elevation given to the market price of silver, by
the demonetisation of the gold. - |

Agaia hag the burthen of the indebted ryots and of the indebted possessors
of land been artificially and eircuitously raised.

It may, therefore, be said that in the matter of change of value in conse-
quence of the absoute demonetisation of gold, the great landed interest repre-
sented by the ryots or tenants under other names, and by the indebtad free-

holders of India, stand with regard fo the breach of faith argument in the
same position as the State, when the latfer is viewed as a debtor on acconnt of
such portion of State debt, as is more than twenty years old.

~ In the character of a debtor, the State is unfairly prejudiced.

In its character of a landlord it obtains an unfair advantage in Bengal
with regard to the permanent settlement, and in the North-West Provinces
with respeet to the thirty years’ settlement inaugurated by the late Mr.

Thomason, '

1f even there had been no counteracting canses to bar the effect of the
logal demonetisation of gold, it is possible, perhaps indeed very probable, there-
‘fore, that so fir as the Public purse, the Exchequer, is concerned, ono of the
circumstances neutralises the others.

In like manner, assuming the rise of the value of silver to be a fuct for
the sake of the argument, it is by no means improbable that the tenants or
ryots who are wealthy and follow the national instinet of hoarding, have found
a compensation for the increased value of the rents they pay, in the increased
value of their savings. But the indigent ryots who were not what is called
¢« pafore the world ”” when the value of silver was raised, who have to pay
the interest of mortgages contracted by their fathers or by themselves, have
no guch compensation wherewith to mitigate the additional burthen inflicted
on them by the artificially effected increase in the market value of silver.

It is therefore evident that any measure which tends to arrest the rise in

the price of silver, to eause the value of contracts to be appreciated, as il

" from the arbitrary angrentation of price of a particular metal which bappens

to be the legal tender of the day, cannot but be an unmixed advantage to

the vast tenant interest of India, from which come the great bulk of the R
of the country in the form of a rent paid to the State landlord,

There are other numerous classes besides the ryot and the indebted land-
owner, which have a right to demand that the value of the silver rupee shall
not be artificially raised, «

It is far from my wish to reflect on the financial system of India, The
improvements which have been made daring the last half century, the aboli-
tion of transit duties, the reduction of the rates of land assessment, the abates
ment of customs duty on articles of firat necessity, are all evidence of the

. spirit by which the Government of Xndia is actuated and of the right course
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in which it is moving, Difficulties present themegelves with regard to, raising
the necessary revenue which impede reforms otherwise desirable.

1t is op sueh account, we may presume, that the salt taxes which are
condemned on principle by the most enlightened Governments of Eurove,
still find a place among the imposts on which reliance is placed by the Indian
administration. The efléct of the salt tax on the very poor is, as it is well
known, of a most eevious character. Thus, it is not too much to say, that
people of this clasy, in order to support life, to prevent themselves from being
slowly poisoned by the scanty farinaceous food on which they snbsist, must
spend a large portion of their incomes on the purchase of salt,

The salt must be paid for in the legal tender of the day or in silver, a
great part of the price of the salt being a direct tax to the State. The poor
man like the rich one canuot escape a physioal law, Although his income
may only be from 3 to 4 Rupees,* or 6 to 8 shillings a month, bis health
requives that he should consume as much salt ag the man of large fortune.

Tt must therefore be admitted, that although the salt revenues may be
lovied either in the form of Excise ar of Customs, they do in effect counstitute
a Pol] tax on every man, wowman, and child in  the country, simply because
galt is a necessary of life.

1t is then evident that any measure which condnces to raise the value of

silver artificially in which, as at present ruled, tazes can alone be paid, forms
an addition to the Poll tax which islevied on the énormous masses of the
‘Indian population.
" Perhaps it will be said, that all disturbing cavses being put on one side
gilver being assumed to rise in value as is feared, the rupee received by the
Very poor man as wages will rise proportionately in value with that portion
of the rupee paid away by him asa tax on galt to the State, This is true,
but we may be quite sure that if the value of silver with regard to all other
commoditics were to rise, the actual rate of wagesas represented by the
number of rapees paid for labour, would sink as the value of silver yose,

Tt is not perhaps likely that such a congideration would influgnce the scale
of the ealt taxes, unless it had been determined to revise the financia! system
and to abolish salt duties. ; :

On the contrary, we know that actually while the price of silver has been
affected in Buropean markets by the demand of importation to India, it
being believed by many, however contrary it may hbe to faet, that the value
of silver in India was also trising, the tax on salt which according to the
legal tender of the day must be paid in silver, has been raised.

I muast again guard myself and bring to mind that for the sake of the
argument, tho facts of silver and gold only have been considered, the effect
on the former by the absolute demonetisation of the latter, being alone taken
into aecount in answer to objectione offered to the proposed reform. It will
boe seen, as the inquiry ie prosecuted, that both metals, gold and silver salike,
have of late years sunk in value in India about gars passw, Consequently,
both the payer of rent and the payer of salt taxes are on this account better
oft than they used to be, with the exception of persons living on very small
fived incomes—a considerable class in the fown and village communities of

India.
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& Such a low rate of wages is now much less commoun thau it used to be,
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' Before quitting the subject of justice to the eommunity ag'involved in

~ the proposed reform, it is well to advert to that which is so elearly stated in

~ the memorial of the Chamber of Commerce, ved., © that while silver must be

transported to a great distance, and veaches India burdened with heavy
charges, gold may be cheaply proeured from neighbouring countries,”

From this follows a prejudice to India, becanse silver being burdened with
suoh heavy charges, cannot be re-exported without loss, much of its reproduc-
tive power being thus lost to India.

Tt is further pointed out in the'same memorial, that India, instead of heing
the last reeipient and the abvorber of silver, would become the first importer
and distributor of gold, if her currency were put on a reasonable footing.

With regard to the faets of India being a producer of manufactures as

well as of raw commodities, hoth the former and the latter being available for

. direct export to the gold-producing countries, it seems clear that a positive

injustice is done to the Indian community by permitting & state of things

b0 exist which unfavourably affects the value of gold in India, and compels u
iarge importation of silver when gold would otherwise be preferied.

. There ean be no good reason to compel the precious metals to make the

| jowrney from Awstralia round by Liondon to Pndia, instead of coming direct
to the latter country. Yet that is what to a certain extent necessarily takes
plage, and which throws heavy charges on the motal ordained as g legal
tender, oz, silver, The gold of Australia must o to London to be exchanged
for silver, which is then gent out to India after being hought at an actificially
high price in urope and the United States, The Huropean markets are the
middlemen, who obtain their profits on the silver sent to India to restore the
balance of trade. '

Those profits are thus a partial deduction from the profits which would
otherwise acerue to India herself. Tt is evident that this is neither more nor
less than a grievance, sceing that the proceeding is arbitrary and artificial,
and not demanded by the natural wants 0? coramerce, ;

. It may be argued that the present extraordinary state of things cannot
last, and that India will cease to be such an importer of the precious metals
as she now is, when the supplies of cotton from different parts of the world
shall have become equal to the demands offthe several markets of Huarope and
America,

This may be true o a certain extent; but so long as India is a great
producer of raw commodities and a considerable wanufacturer, and until the
masses of her people have so changed their habits as to become great eon-
sumers of European productions, we must understand that the halance of

. trade will continue to require 8 large annual importation of the precions
metals, TLet it be remembered that her powers of production, her capacity
for manufacture, and her determination to avail herself of the profits of f;)reign
commerce, are daily increasing, while the change of habite and eustoms,
involving a demand for European commoditics to which the Indian mind ig
not yet habituated, cannot but be a matter of very slow growth,

I have heard it said in answer to this argument, that the trade of India
with Australia being as yet slender, to import gold direct from the-latter to
the former in large quantities is at pregent impossible. We may, however,
believe, that mercantile ingennity would overcome any difficulty of execution,
which stood in the way of buying gold cheap at the mouth of the mines,
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instead of when it is burthened with the cost of freight by a journey to
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London, - _ : -

Thus if A, an Indian merchant, exports his cotton to Bin England, B may
send cloth to C in Australia and make his payment to A in India in the form
of bills drawn on C in Australia, which would be discharged in gold. That
gold i3 I believe worth about £3 15s. in Australia instead of £3 17s. 104, the
price of the Bank of England, to which it rises in the European markets in
consequence of freight, ete, ; '

Cuarrer VIII,

» . A
The Introduetion of a Gold Currency into India is urgently raq‘nh‘ed as a matter of eon-
venience and economy %o the peopls al, large.——A Paper Currency inoperative, owing to.
gocial causes.—Tne introduction of & Gold Currency demanded by the same social

CaUses, !

We now proceed to other eonsiderations.

1t is helieved that the justice of any measuve, including the gradual and
partial demonstisation of silver, which may prevent the further apward move
of the market value of silver, or its selling price, has been fully proved.

We have now then to discuss those other parts. of the question which
have been already generally stated in the second Chapter of this treatige,
viz., the convenience to the people, the superior economy proposed by an
arrangement which shall include gold in the currency, as ecompared to the
charges and want of comfort to which they are at present exposed,

With regard to mint operations, to economy of manufacturs and adminig-
tration, and to the saving of waste of material, and therefors of the national
capital, by substituting generally as means of circulation and deposit, the.
more costly metal, gold, for the cheaper one, silver, it is unnecessary to
recapitalate the arguments by which this part of the subject has been already
illugtrated *

But when we come to consider the questions of porterage of coin, and of
preserving in security the saving® of the poor and of large sections of those
elevated above poverty, we touch a subject intimately connected with the
social habite, and the imperfect civilisation of the people. :

Let us reflact ou the fact that the popnlations of India have the most
simple and gregarious habits, There are tena of millions of the people who
carty their little store of wealth habitually with them on their persons, or bury
it in the corners of their huts, To perceive the actual presence of their hardly
saved rupees, or to conceal them away from the eyes of all cther men, is their
only notion of safety for their slender property.

For them, therefore,it is difficult to over-estimate theadvantage of having
the intrinsic value of their savings in the smallest and most portable form,
The intensity of the want of portabiliy of money comes before us in various
ways. It is one of the conditions of what may be called the extreme prom-
isenity of existemce seen in Oriental Bazars, in the town and village life of
India, as compared with the habits of Buropsan communities,

e

® Vide Supra Chapter 11,
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' The i'mpdrtb.uce'of portability of the preeious metals, as a means of being
coustantly on the wateh to preserve the reserve wealth of the family, ie
observed in the addiction to personal ornaments of silver and gold.

The reserve capital of a family is carried for eafety on the persons of the
- women in the form of gold or silver bangles, as much ag for ornament.

1t is but an mstance of the habit of thought, of the desire, amounting to
@ craving to intensify the feeling of security, which we see in Oriental

Potentates, who invariably invest large portions of their surplus wealth in
precious stones and durable valuables. :

Thus every man, who is just raised above mendicaney, carries his little
gtore of money on his person, or he buriesit. The waistband of almost every
guch man contains a few rupees or acoin or two of guld, which represent all
. his wealth, except his wife’s bangles and his tools,

‘We saw the exaggeration of the notion of the value of portability during
‘the recent rebellion 1n 18567-58, when the price of gold rose 50 per cent. in
~ the Bazars of the North-West, solely because of that quality. The Goid
Mohur which ueed generally to be exchanged by the money changers for 18
rupees, its mint price being 15 rupees, actually rose to 24 rupees, which were
readily given for it. : B .
I am particular in noting these eircamstances, because if fairly inters
 preted, they display a far more serious necessity for the introduetion of a

. Gold Currency among the population of India as a matter of couvenience

. than perbaps may be the case in more advanced communities. This has
probably always been so, but it seems particularly desirable now that wealth
is beginning to spread among the people in a manner which would have been
believed to be impossible a few years ago,

In America and in Kurope the great reserves of precions metals are for
 the most part secured in the sirong rooms of banks, the value being repree
sented by convertible paper. The promise to pay satisfies every one. The re-
serves being known to exist, and to be forthcoming to redeem the promise, gold
and gilver are but little seen in the course of business, except in the petty daily
- .commerce of life,

The old babits of fendal Europe have well nigh died out, Secret hoard-
ing, the earrying about the little store of wealth on the person, and the use
~of the hearthstone, so common in many countries 6ill quite a recent date, the

~ resources of the weak and of the oppressed, seem to be almost forgotten.

Money is felt to be safer in a Commercial or a Sayings’ Bank. The peo=
ple are satisfied to let their money ** breed ?? if possible, and faith in obliga-
tions. such as bank notes, or bank receipts, has entiroly replaced the want - of
confidence, which among ignorant and backward populations, refuses to be
satisfied except by the daily evidence of the senses. :

. But Oriental populations, if we except the inhabitants of a few large
geasboard cities, are generally a long way from such a result of progress in
social polity. They are not practically educated to the point of appreciating
‘the convettibility of paper and the advantage of popular banking, The latter
in their eyes, is covnected with their natural encmy the usurer, The former
must remain for a long time an object of distrust.

'The people hug the idea of intrinsic value in eoins of the preeious metals

whieh will last for ever, whioh will be again found, if war sweep over the
country and destroy all that is above ground, _

QL
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It will be understood that they would not care to bury the bank note

in a corner of the hut, They would krow that the papor would rot, ber

destroyed by damp, or be eaten by insects.

‘They would further be always oppressed with the idea that it might lose
in value, or besome iuconvertible hereaftor, in the midst of political chan~
ges,—a by no means unreasonsble suspicion. il

To the very poor the bank note would also present serious ohjections
on mcoount of its masy destruotibility. Tt must wear out in the waistbaud,
1ts want of weight, its very flimsiness, preclude the idea of its general use by
the very poor, who like to nesure themselves by constant toush, that thewr
litile veserve store of wealth is actually in its usual place on their persons,

Phere cannot be a doubt that such people would long fo change the
bank note, when paid to them in satisfaction of their dues. This they would
undonbtedly do even at cousiderable loss, rather Lhan continue o trust in
what to them isa doubtful representative of value. Such faets daily pass
before our eyes, even in great marts, Where other things might have been
expected, :

Tt may further be said, that of all people in the world, the population of
India catries practically and keenly into execution the principle, that the
money actually current is a commodity which must possess the intrinsic
value it assumes to ropresent.

To them bangles are convertible into rapees and vies versd,
“ The gowd’s the gowd for a’ that, ”

Thus in come Native States, the people vefuse in their retail operation
to take the British rupee without & slight diseount, becuuse they declare,
whether rightly or wrongly, that the rude rupees supplied from their Native
mints have more of silver in them, or are freer from alloy than the British
rupee.

The gold mohurs produced in the Native mints were, T am informed,
always more in demand for gimilar reasons than the British gold mohurs,
when gold was redeived at our treasaries. To this day, the purity of the old
gold mohur of Oudh, and of the gold wiohurs coinéd at Jeypore, is keld in
high estimation.

These matiers are valued with the greatest nicety by the Native cambist,

Q1

and they descended into minate retail operations, to the extreme disadvantage

of vhe very poor,

Those practically acquainted with India will tmderstand how they must
affect a widespread cireulation of bank notes, The difficulty of generally
applying bank notes, muost vremain, until the suspicions of the people have
been allayed by practical and patient education, and their civilization in the
matter eoncerned has reached the point we have lately, but very lately, seen
attained in gome European countries,.

Tt is not asserted that o large development of the paper currency would
not greatly facilitate the business of domestic commerce, the transactions in
the large towns, the operations of great merchants and shop-keepers, and of
Government in its several oharacters of State Landlotd, Merchant, Prodacer,
Administrator, Banker, and Provider of a carrency. I desive only to show
that what ara called the masses, the handred millions, with the slight excep~
tion perbaps of those living in the seaboard cities of Calcutta, Bombay,
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Madras, and Kurrachee, will, for,the present and for many years to cowe,
£ail to appreciate a system of paper representing Government promises to
ray. i - |

My object is to declare the sirength and importance of the habits and
customs,—of the immemorial feeling among the mauy races of which the
people of India is made up,—that they must have instrinsic value in their
bands, before they are convinced that payment has been made to them. In
their present state of knowledge and ecivilization,~~their habits of thought and
of practice being based on the idens of barbarous ages, when concealment and
the hoarding of money were negessities of existence,—we stiould not expect
thera to bold different views. Such views will in the lapse of time come to
be entertained, but it is invain to attempt to force them forward. They
must grow naturally amid tender encouragement.

In this matter we have to overcome what is called the * immobility *
of the Bast, This wo know successfully resists sudden pressure, 1t can be
" atirred only by bringing Nature to our aid, as we remove the bar from the
mouth of a hatbour, uct by steam-engives and hydraulic presses, bual by
turning & ourrent, which gradually washes away the immemorial obstruc-
tion. _

So must it always be in the introduction of improvement into Hindug-
tan. We do not find that the Natives of India are slower than those of
other countries to profit by innovation, when theiv understandings have been
convinced that advantage will flow from tho chauge. Bat it is certainly
true that the conviction must be practically won. :

Theories are not taken on trust. The experience of other eountries is
not admitted as sufficient, Custom is paramount till it is dislodged by the
actually evidence of the senses, that success attends a change, and that gain
follows on the change. '

This having been achieved, immobility is shaken among the masses, the
bar finally disappears before the incrcasing gtrength of the new current dire¢-
ted against it _ _

Phen is perceived what we have seen in the plantations of New Orleans,
cotton in Southern India, and of tea in the North. In each case the people
had to be practically educated to the point required for a change in their
industry. The introduction of the change could not be effected in less tiwe
than that represented by a generation. It finally took place, because tho
people had at langth convinced themselves by their own experience, that
what was announced by Government and foreign planters was actually true.

These facts of Eindustanee pature, so iraportant to the Legislator and
the Administrator, must surely not be permitted to escape us, when we
contemplate the introduction of convertible paper, and desire to substitute
promises to pay in the hands of the people, for the metallic payment
itelt.  For in this the unedncated and the timid have alone confidence,
because as yeb it 18 the only thing they have known, by which value could be
represented, and the only thing which has been proved to them: by the expe-
rience of ages to be darable and recoverable, when all other produced things
might be swept away.

The social aspect of the question is affer all the truly impoctant one,
that which presents enormous difficulties in the way of execution of a general
paper currency. The economical theory of the advantages of a paper currency

Sr,
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is doubtless absolutely true; but we are ognvineed by a thousand instances,

G

that in politics ecientific truth must wait patiently, must gradually force

itdelf on popalar convietion, here a liftle and there a little, :

An over hasty application of the most perfect economieal systern, whici
ignores the facts of the existing state of knowledge and civilisation, defeats
the objects sought by the advocates of the change. In such case the Gov-
ernment of a country is fortunate, if the resistance it is certain to encounter,
be only dumb and dogged, as it might be in India, inetead of violent and
inflammatory, as it assuredly would be in Europe.

It seems to me that those who, like the late Mr, Wilson, have had
ahsolute faith in the virtue and the possibility of the immediate application
of a convertible paper throughout Igdia, have overlooked the foregoing con<
siderations, ] :

Thoroughly imbued with the truths of ecomomical science, they have
overlooked the social bar standing directly before them, submerged though
it may be by the calm waters of Indian tranquillity and apparent submis-
gsiveness o the orders of Governmeut, : :

They have forgotten that that submissiveness is perfect go long only as
the personal interest of the individual is favourably concerned, byt that at
the point where the interest is either prejudiced, or the individual f4inks it is
prejudiced, thie oppositiou becomee determined and invineible. It is none the
Jese so0, because of the outward calm of the spoken and acted submissiveness,
As before said, we find ourselves in the presence of great vesuifs of natural
‘causes, These results cannot be removed wuntil the cauces themselves are
diverted. &

Yet  Mr. Wilson thought, and tried to act on the thought, that by a
simple order of Government, the people of Hindustan might at once be
induced to appreciate and vse a convertible paper currency, which would have
dropped on them as a novelty to be understood and fed oa, as maona was by
the leraelites in the wilderness.

It is not then too much to say that My, Wilson £ell into the error of
overlooking or of putting aside the political truths conveyed by the social
aspect of the question. :

1t seems clear, that in his ardent desire to relieve the currency of India
from the difficulties in which he found it, aciording to his own economical
views, he entirely failed to estimate the obstacies presented by custom and
habit, by ignorange and prejudice, by the facts of the enormous numbers of
the population among which the metallic reserves of Iudia are fractionally
distributed, the principle of the Savings’ Rank being as yet entirely
unknown to them, :

Mr, Wilson evidentiy must have reasoned as if he had had a British or
an Ameorican publie before him, which has been educated to the point of un-
derstanding that the eonvertibility of the bank note when real and positive
under the authority of the State, or any other equally valid authority, is Lut
another term for actual value.

His sauguine temperament was perhaps unable to appreciate that to
cause such a truth to sink inte the mind of the Indian population, and to

beceme operative amidag its shallows, must be an affair of many years, He

was probably misled by what he saw at Calcutts ard at Bombay, He donbt-
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..lg_ag”agguqu', for the more convenient floating of his sé_:_hsm.es,_ that the greab
‘masses of the Indian people differed in no respects from the: native inhabitants
of those vast trading cities. i
 Yet nothing can be more erroneous. Bombayv and Caleutta evince the
gffeots of a practical British education, which bas lasted for two centuries,

In the matters of trade, of the changes and improvements in the art of .

commerce, they bave proceeded with tlie European countries, more especially
England, with whieh they have been in direct commuuication. In  such
respects, therefore, the people of these cities resemble the communities of
Liverpool and Liondon, rather than the masses of their poor countrymen in
the provinces, who are ouly now commencing the rudiments of a like
education, - AT .

This has been practically seen in the districts, wealthy as they are, and
overwhelmed by the sudden prosperity lavished on them by the cotton crisis,
where the Bombay Bank has establighed its branches,

" The people of those districts are shown to be not ripe for a bank-note cir=
‘eulation, and in point of fact they will not haye anything to say o it. :

. They are greedy of the metals in every form. Silver coined or nucoined,
gold in bars and golden bangles, have the greatest charm for them. Gold
on such aceount is bought in the Bombay market and taken into the interior

\direotly it appears, There is at present no more profitable trade than to
import gold for this purpose. An ingot currency organised by the people

themselves, has ag it weve spmog into existeuce, on account of the new value
created in the country by the tutton erisis, and by the largely developed
export trade following on it. But the bank note is despised in the provinees
as it was before the strange, unlooked for, and enormous addition to the

. matetial wealth of the conntry, which hasrecent!y taken place.

It will be recollected that Mr. Wilson’s schemes were elaborated in 1859,
_or mote than a year before the outbreak of Civil war in the United States.

. Nothing could be go favourable to the development of a paper surrency
as a vast accession to a material wealth, the consequent increase of transac-
“tiong, and extraordinary impetus given to the metiviby of frade,

Circumstances on which Mr, Wilson did not reckon, bave all been im=
mensely in his favour. ' _
Yet, so fur as we know, whenever bank notes have been offered out of
the presidency towns, they have failed to atbract attention, while on the
_coggrary the old paseion for the gossession of the metalg, silver and gold,
has made itself felt with tenfold force amang the *“nouveaux riches ” of
Hindustan, : '

. Thus have old social habits been triumphant, and the artificial devices of
the Art of Commerce, for the furtherance of the freedom of exchange and the
gaving of capital are steadily put aside, simply because sheir merite are not
understood, and because the people are not educated to the point of under-
standing them, and therefore of departing from their ancient cusfom,

It ig ourions to note the determination of the population at large to
acquire gold in preference to silver as a means of ornament and hoarding,
50 soom as their increased wealth permits of it.

- The fact is remarked and reported by Collectors and Superintendents of
Police, It is said that since the cotfon crisis, gold bangles have in scme
P
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favoured cotton districts become almost #s common as silver bangles were
Lefore, Sir Arthur Cotton relates that before the opening of the Godavery
canals, the distriet of Rajamundvee was one of the poorest in India. The
irrigation of the soil converted it to a rich one. :
He wvisited the district a few vears after his canal labours bad produced
- their fruite, Wealth had taken the plase of the most ghastly poverty. The
district had become a steady importer of gold. _ -
It is then evident that the people must have and will have Gold,
The want of it being srongly felt in accordance with the instinets of the
. people, with regard to the late accession to their wealth, they are rudely pro-
ceeding to supply themselves, il _
~ Thus tweuty-one millions of gold (pounds) have been imported into India
since Mr, Wilson’s currency scheme was propounded, viz,, since 1860-61.%
Although his paper scheme was grievously mutilated, an attempt has been
made gince that date to float a tentative paper currency, That attempt has

failed, a# already shown, whilst the enormous sum of gold just oited:

has been absorbed 80 soon as %t appeared, and this fact has faken place
notwithstanding that gold is not coined in the British Miats, and is not
available ag a legal tender in payment of debts and taxzes,

What is then the iuference ? ] [

, By every consideration of regard for the people, for thair convenieuce and
the ecomomy of their means, we are bonnd to give an administrative form fo
the solution ‘of the problem of a gold curremcy, which in a rude and bar-
barous manner, they have, to a certain degree, worked out for themselves.

Cuaprer IX,

G,

Change of values in India—-Disturbing canses of value—Increased demand for me'nllic

eiroulation—Popular instinct has correoted an administrative defect~It is our duty fo
follow the lead thus given.

. A survey of Indian affairs during the last few years, makes us acquainted
with circumstances which have an intimate connection with the subject
before us, :

Thus it is scen that many causes have tended to acceleratem=perhaps it
should be said to ereate~=a new development in India. :

The throwing open of trado fifty years ago has at length come to bave ifs

full effect : the foreign trade which was most insignificant at the ecommence-
ment of the century now exceeds a hundred millions sterling, WNew indus-
tries, new commodities have sprung into existence to meet the wants of daily
augmenting demands of foreign commerce. ]

*® Importation of Gold to Caleutta, Madras, nud Bombay ==

i Re,
18[‘!0‘6[ - . L] L] . - e & .. » 4150|92;243
1&61'52 L . v - . . * . - L] 5,50,22.71‘.‘
1 862'6 3 . [} Ll v = . - (] L3 . 6, ?2'25,794

In the incomplete finnncial year of 1863-84, vis., till 15th February 1864, the importation of
gold to Mombay alons has been Rs. 4,18,48,748, This suin has been 1 ported on private account

and s exclusive of Government vemitianges,
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Vast tracts of eountry which were formerly devoted entirely to the producs
tion of cereals, are now alienated to other purposes-to opium, to cokton, o
vilseeds, ' -

Provinces in which corn was not many years ago at a fabulously low price,

pre now importers of grain. The consequence has been that for several years
a steady but certain rise of prices has been observed to be proceeding.

Much more of money has flowed into the conntry aund been distributed
throughout its wide area, than could be received and absorbed in former times.

» Silver and gold have alike become cheaper, as a greater demand for other
commodities has followed on two causes~—the now demands of forcign com-~
_merce, and the enlarged power of consumption evinced by the people in eon-
sequence of their prosperity, : '

The Iatter circumstance is shown by the unfailing test of the snlt taxes.
The consumption of salt, as proved by the returns of the tax, is steadily rising,
the craving for that neceseary aliment being the first to be satisfied asa econ=
dition of health, as the means of the poor are ameliorated,

1t will be understood that a largely increased foreign commeree must 2dd

immensely to the amount of domestic production, and therefore to the number *

of transactions, each in their own way demanding more consumption, more
. labour, more land, more conveniences, more means of exchange, more money,
aand an easier adaptation of money to the supply of the new wants.

These facts bave all been vigibie in & very marked manner in India.

Thus great tracts of land are being daily brought into cultivation, which
for ages bad lain waste. There is no part of the revenue which is more®
remunerative, more elastie, or shows a greater tendency to increase, than that
proceeding from the land. Notwithstanding that the assessments or rates of
vent are much lower than in formei days, the actual amounts paid into the
. Treasury exceed those of the times of high assessments, because of the larger
area brought under cultivation, and of the exactness with which the assese
ment is now paid.

Instead of a population which was too numerous for smployment, there is
now an active competition on the part of employers of all sorts to atiract
Jabour. ] '

 One great reason of the rise of prices in all descriptions v food 18 the
areater disposition to consume, The peopls being richer, actually eat more
_than they did in their days of poverty.
The rates of wages are rising everywhare, but more especially in (he
neighbourhood of the sea-coast, where labour is most in demand.

The conveniences required by a great activity of domestic commerce have

simultaneously made their appearance.

" Thus railways, which ereate so many new industries and emaploy the popula-
“tion by willions, are becoming a part of the habits of the people, whevever they
have as yet pierced. The same muay be said of cnasting aud river steamers,

2

- # This remark rofers to the Presidencies and Governments into which the Permaneut
fHettloment has not been introduced. In them the Treasury benefits as does au fmprov-
ing landlord whose ultimate returns are angmented by the prosperity of bis tenantsl Buch
a result seoms to be precluded by the Permanent Settlement, whiob transfers this advantage
to the Zamindar or large landholder in Bengal proper, '

R
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. Hundreds of thousands of carts have within the last twenty years sup-

carriage sufficed for the insignificant traffic of the country,
The Public Works Department of Government is striving to meet  the

demand for improved communications in aid of the railways, and to ease the

ovowing ' traffic of the country to the best of its ability, Much is being
offected~—competition for labour both of man and beast being thus added by
the Government to the exertions of Railway Companies, and to the energies
of other employers.

~ 1f we tun to other matters of convenience, we remark that bumerons
Banks have been established, that the small capitalists are waking themselves
felt in India as they do in Earope, in the form of ¢ Companies,” for carrying
out the purposes of trade and manufactare, -

1t is observed that within the last quarter of a century a system of barter
still prevailed in many parts of India, : :

The country was too poor in some parts, to own the presence of money, to
be able to pay for the convenience of it, Now, on the contrary, the Rupee
hag penetrated everywhere, and it is doubtlese true, as vemarked by His
Excellency Sir Bartle Frere, that one of the causes of the increased demand

for silver and gold may be found in the simple fact that in such lately pans

per districts an entirely new cireulation has had to be recently supplied.*

Liet us add to this cause another, Let us recollect that countless indivi-
dnals, who must be reckoned by scores of millions, have respectively come to
~ be the possessors of small portions of reserve wealth, which they either con-

sume, save, or employ in reproduction, We shall then be able to form some
idea of the immense, but comparatively new demand for increased means of

metallic carrency, which caunot be measured by European or American -

experience, _ :

What then have we to note? It is simply this. India has within the
last generation, passed from g state of poverty to one of comparative wealth,
this being shown by all those signs which we are accustomed to consider as
certain uverring symptoms of prosperity and wealth in the commuuities of
Europe, wiz., the cheapening of the precious metals with regard to other com-
modities, inoreased power of consumption among the people, the great and
still growing demand for new meang of metallic circulation, the angmented
demand for labour, the development or the creation of the expedieuts by
which in eivilised and rich countries it is songht to economise the labour of
man and beast in every form., ik

1t is thus seen that what I have more than once alluded to sus disturbing
causes, in their effect on ancient values in India, have been of late very great.
While on the one hand, accidents have tended to slightly vaise the value of
gilver, in foreign countries in which exists the legal coin of the Indian
Empire ; on the other, the material development eonsequent on an era of
peace and prudence and fairly good government, have much more enhanced
the value of demestic productions, and therefore of the cost of labour in India
itself ; comparative competency flowing in on conutless individuals, ard greati
wealth ou very-many, :

b

# 8ee Supra, Chapter 11, Definition of Currency,

Gr.

nlanted the pack-bullock and the camel in wide aveas, in which formerly such '
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« . Such facts alone must convince every one that, putting all other reasons
on one side, we have in these ercumstances an ample cause for great inerease
in the circulating medinm, - '

. The vastly angmented numbers of transactions #s compared with former
times, the rise of wages throughout the country following on' the demand for
labonr, together with the increased market value of all commodities as shown
by selling price, have called for a great addition to the amouns of metallic
‘money in eirenlation and in deposit, for the mere execution of business, '

- This would bz a certain result in any couutry in a condition of rapid pro-
gress, but it is tenfold more so in India, if we fake into consideration the
habits of the people, which have been adverted to im a preceding Chapter.
These habits, it will be remembered, preclude the idea of a paper curreney
being allowed the fair play, which it obtains in more advanced gountries.

. There is yet another consideration.
| 1t is doubtless true that the addition to wealth among the people at large
will produce a change of manners at no very distant date, We shall ulti-
mately see commodities imported into India for the satisfaction of luxury and
comfort among classes to which such matters have been hitherto nnknown,
The change of manners has already taken place in Bombay itself, and import-
ations are seen accordingly to meet new wants, :

Poihaps the ehange may be said to be beginning to make itself felt in the

provinees, since the great flux of prosperity poured on the merchant and eul-
tivator by the cotton crisis. _ ] k

. If this be so, it can be but a very slender beginning, We musi wait for
some years before we can expeot that the Indian mind generally will andergo -
a great change, 1t will not immediately look for value in increased comfort,
such as is to be obtained from imported manufactured commodities, to which
it is as yet not acoustomed, 1t will still prefer to revel in the possession of a
certain . quantity of silver and gold, and to be satisfied with snch further con-
‘sumoption as is an accordance with the productions of he conntry and the
prevalent notions of enjoyment, ‘

The old eraving for the precious metals is as strong as in the days of
poverty. Ihis cannot therefore but canse the disappearance from circulation
of great magses of metallic capital, the aggient habits of the people thus com-

bining with the new activity of their modern eommerge and industry, to
stimulate the demand for the metals, to increase the amount of deposits, and
therefore to cheapen the value of the metals, to reduce them in price, as
compared with other commodities. :
 'This process, half econemical and half social, by which values are thus
disturbed, has been proceeding in the Bombay Fresidency in a very marked
‘manner, Great numbers of the population are afflicted almost to starvation

" on the one side by the vise in prices, viz., those who live on very small  fired
incomes, while the fortunate owners and tenants of the lend, and the
merchante and shop-keepers on the other, are overwhelmed as it were with the
gilver and gold which has been heaped on them, and .with wbich as yet
they hardly know what to do, beyond amassing ib in a gliftering heap,
tnrning eopper bangles into silver bangles and silver ~ormaments into
gold ones,

The union of the old social causes with the economical one of material
m Prdvement, the two operaling towards the same conclusion, whieh drage

-
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the precions metals from the West to the East, is one of the cirenmgiances
of the 'diffieulty the currency of India now encounters, which has the most
escaped consideration, ;

The fact is powerful in showing that even if silver waw adequate to the
wauts of ladian eireulation before the setting in of the late prosperify, it is
no longer so.  For unless gorrected by the determination of the people to
have gold as a rapresentative of value, whether or not it be coined into
money, the circumstances of improvement would all re-act in ising

the value of silver, and therefore in adding to the burthen of those who -

kave eontracted to pay valne aecording to the nominal legal tender of the
day ; for, as already shown, an addition to the functions of the circulating
medium must add to its value as a commodity, because more of it is drawn
from the other uses for which it is produced. ' '

The eorreotion of the wants of the currency has been enforced by the
practice of the people. It is evident that in the popular estimation, gold
is a represautative of value equally with silver, and the people are determined

that it shall so remain, The popular instinct hae been wounderfully true to |

its own interest. In spite of the legal restriction conveyed in the sole legal
tender of silver, the instinet operates largely to do what has been done In
France and the United States by means of the double standard®* That is
to eay, the force of that instinct has generally maintained the former
relative valuet of gold and silver in India, although with a slight depreciation
of the former, by compelling the large importations and the distribution
of gold, in spite of the prohibitions to discharge obligations in coins of
that wetal, ' :

The value of the phenomenon here nofed with regard to the question
- before us is immense, it being evident that § bofh gold and silver have been

fir a long time bought at remunevative prices in Europe for the purpose of
exportation to Tndis.

11 silver is cheaper in Europe, Australia, and America than it is in India
so ig gold ; that is to say, the commodities retuined on account of the
two metale are more in demand in the other quarters of the globe, than the
metals are, B

On the other hand, in India itself, the metals, owing fo the abundﬁu‘b'

importation to the East, are cheap with respsct to all other commodities and
to the hitherto customary cost of Indian labour. But the cheapness affects
both stluer and gold alske, and the relative value of the two metals has been
only slightly affecied in Tndia, because, although gold has been legaliy dernone=
tised, the instinet and ancient ¢nstom have been trinmphant in retaining gold
as a representative of value, and are causing it to perform gome of the most
important fanetions of money.

Can farther proof be required of the illusion under which Mr. Wilson
must have profferred his advice in 1859, and the Covernment of India
igsued its probibitory orders to receiveg gold at the Treasuries in 1852 ?

We are therefore again brought to the point reached in the lasi Chapter,
piz,. that on accoant of the convenience of the people, tLis resting on new
economical grounds as well as the old social oneg, we are bound to fol ow
3 » Pide Supra, Chup ter V ol

4 Pige Appendix, Tables of Value
+ Vide Tables ¥. G., in the Appendix,
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the lead they bave given us, to afford an administrative form and gan ction
~ to a gold eurrency, :
However strange it may ab firsb sight appear, it is doubtless true that
the popular instinct has saved us from much difficulty in giving praetioal effect
to the necessary arrangements. ! : '
Thus knowing as we do that importation of gold has been of Jate years
proceeling at ap accelerated ratio as compared  with former *imes, that
| congequently immense masses of gold are held in the ecountry, and that the
- gold so held must proportionally bave displaced silver, we cease to fear an
alarming depreciation of the value of the latter when it chall be partially and
gradually demonetised by the introduction of a gold ocurrency.

1t being thus clear that great slores of reserve value are maintained in
gold by the practice of the peaple, we are saved from the dread of ecommit-
tine ourselves to a measure whichmay in any mannper interfere with the
national tastes, or invade the national notion of value, with regard to
_the discharge of obligations in their integrity. e

‘Such reflections are especially important fo us, as removing even the
faintest idea of want of equity towards the holders of silver, whether they
be wenlthy capitalists, or.the poor, who, in individnal slender savings, build
up national deposite, as islands of coral are produced in the ocean.
. Mhege conciderations have a like weight in answer to the objection which
has been conjured up, but it is hoped has now been dispelied, with vegard
to the fanciful assumption that in the discharge of obligations the actual
metal of the fortuitous legal tender or current coin must be absolutely
considered, instead of the value it vepresents, i

| We may heliever with certainty in conseqpence, that no change of any
" importance in the popular consideration of the value of the silver rapees,
‘conld ensue on the introduction of a gold currency. Existing stores of
gilyer would be absorbed gradually but certai nly in manufacture, and by the
universal taste for jewellery smong all classes, rich and poor, the only effect
being that the importation of silver would diminigh, perhaps might " almost
- ceage for a time, while an impulse would be given to the importation of gold.
As respects national tastes and desires, we should bab revert to a concur~
renee with the habit of thought, which has besn sufficiently powerful to
resist the enforcement of the sole Jegal standard absolutely ordered in 1852,
_in opposition to the old customs of India, and to the practice of all] Govern-
ments preceding ours, that practice having been our own till a recent date.

Cusrter X,

Caotion necessary in the mode of Introdn‘::tit;n of the Gold Cnrrenoy—Transition period of
~ Double legal tender—Token CQoinage inadmissible during such period.

1t is hoped that much of what has preceded may be borne in mind, in
considering how practical effeat may Lo best given to the demand inade for the
introduction of a gold parrenvy into India. : :

The social facts of India to which tr.llusion’has hpen made, as well as the
illustration afforded by other countries in similar circumstances of change,
seem especially worthy of rveflection, when we determine what is to be done
in the matter before us, - :
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Thus knowing as we do that an immense quantity of silver coins is held
in the country, a considerable time must elapse before the masses of silver
which are 1 deposit and in eirculation can make place for gold. This is so
on two accounts. , R i

A sufficiency of gold eoinage cannot make its appearance per saltzm in
exchange for the silver. Time is required for the mere mechanical operations
of the mint, and when the gold bas been coined, for its further distribution
through the country, It is evident that if a hasty order were given to make
payment of revenue receivable only in gold, the gold coins actually in exists
ence would go up to an extravagant price, because more would be demanded
than are now probably to be found in the market, whatever the exertions
made by the money-changers, ; : :

Secondly, it is most desirable on other accounts, that whatever chavge is
made should take pluce most gradually, according to the demand evinced by
the people, as the mode in which i6 way operate on their interests dawng on

them.

We cannot be too caveful toavoid the charge which might be justly made

if by a suddea and absolute demouetisation of silver, we were suddenly to re-
duge its valuein the local markets, This consideration has great weight with
regard to the amount of silver now in the country. The graduael and due

.

absorption of that metal is demanded by every principle of justice and equity, .

before gold can be absolutely substituted for silver in the currency. Absolute
substitution is a very different thing from adding gold money to the present
existing silver money,

We must be farther eareful, as a matter of sosial policy, not to disturh the
popular, existing, and healthy notione with regard to value and exchange. To
ensure this, when we present to the people coins of the two metals for general
use, instead of one as heretofore, we must not interfere with the reigning idea,
that the coins of both metals are valued by the people on account of their
intrinsic value, that iz to say, of the amount of the metals actually contained
in the coins, ' For some time to come, both metals, when in the form of coin,
must run their chance as commodities of trade without assistance.

: Relative Mint values with regard to certain considerations being fixed

between gold aud silver, the facts of the ultimate settlement of the particular
function of money, will determine themselves according to the laws it has been
sought to illastrate ® '

In such respects then, we have but to follow the example which has heen
seb to us by the United States and by Wrance, We are forced to admit the
necessity of a transition period of double legal tender, during which gold and
silver must be permitted to compete on their own merits, The facis and

arguments before stated are sufficient. to determine the ultimate suceess of *

the gold. T

The necessity of a transition period being admitted, we must infer that a
token coinage could not be issued during such period,

The suceess of a token coinage is the practical evidevce that one metal,
gold, has been anbstituted suoeessfully in currency and deposit  for another

% Vide Supra, Chapter Vs on che double Brtavuard of Yitue. i
¥ Vide, Supra Chapter 1L on ** The economy of Gold as the medivw of eurrency as compared
with Silver ’; also Chapter 1X, *“ On the demand for a Gold Currency ae declared by the popular

ingyinct of India,”
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metal, silver. ' The power to introduce & token coinagze, and to cause i.I; to be
_adopted generally, is a result of the completeness of the change, which has
‘been effected by the operation of the superiority of gold over silver, for the
performance of the fonctions of currency and deposit in a wealthy country
A token coinage is then the consequence of a perfected an‘ecedant. - -

Toapply a silver token coinage, before the change from silver fo gold has
~ been finally effected at large in currency and deposit, would therefore beto

apply & result,in anticipation of the causes which may hereafter render a

token coindge expedient, but as yet have not come into operation. _

Liet it further be earefully borne in mind, that a necessity of a token
coinage of silver for small transactions, is the sign thatsilver no longer exs
ists in any quantity in a country. When the necessity of a tuken coinage is
felt, silver is no longer found in deposit to meet the demanis of foreign trade
or to represent the reserve value kept in store by a communiby. The necee.
sity of thie token coinage is the indieation, that the silver 1aa country does
not more than suffice for the purposes of manufacture and jewellery, and that
- none is left for the discharge of large obligations.

In India we know that the direct contrary is the result of the very
measures we have taken of late years, to movopobize the fanctions of money in
silver to the depreciation and expulsion of gold, however mugh our measures
~ have been corrected. by the popular instinet.  Consequently, in India, the
cause which necessitates a token coinage does not yet exist,

- There ig, besides, another reason, which is strongly opposed to the introduc=
fion of a token coinage, until icshall have been ascertained by the people to be
necessary, because of the disappearance of silver fiom circulation and deposit,
as was shown in the case of the United States in 1858,

The argument against a prematare token coinage, and against a hasty fore-
ing forward of a Bank-note cireulation, is identical. The people of the em-
pire generally are not educated to the point of receiving either a token coinage
. or bank notes as representatives of value, which intringically they do not
possess. -

The disappearance of silver may nltimately force the people to appreciate
the superior convenience and profit to themselves, as afforded bya token
coinage in the place of full weight silver rupees, and full weight fractional
- parts of a rupee.

Till the eause has taken place, viz., the disappearance of silver from cir-
culation and depasit, we can well alford to wait, '

For in truth the primary use of a token coinage is to alone 25 a matter of
convenience for the absence of silver, The secondary and equally important
use of a token coinageis to fix the metallie currency, and to protect it from the
chance of further fluctuation, when the substitution of gold tor silver has been
“finally carried out, '

I think, thecefore, we may assume, that on tke introduction of a gold
currency, a period of double legal tender must be undergone, while the substi-
tution of gold for silver is gradually taking place in the currency and deposits
of India, b

| Seeond}y, so long as tl{e doul?le legal tenderor period of transition lasts,
& lioken coinage would be ingonsistent, and indeed impossible in such a con-
dition of things, :
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. Thirdly, that so 8oon as in the course of years, the substitation of gold for
silver in currency and deposits has been effected, it will be possible, and in all
probability prudeit, to introduce a tokeun coinage, -

With respect to the latter conelusion, we must not hope that the rapidity
~of the process of substitution, which was perceived i the United States, will
be seen in India, ' :

It is not improbable that what four years could do in the former, may re-
quire the period of a generafbiou in the latter, This, however, is but another
avgument for doing nothing hastily, and against urgine any measure, which
might attempt to force the natural growth of opinion and appreciation,

CHAPTER XI.

CONCLUSION,

The denomination of tha Rupee fo be retained as a matter of convge—How Sovereigns may
be used—-The aquivalent of Gold and Silver declared in Aect XVIT of 1835 may be
mai}:ﬂainet%—lmga_l teuder of Gold in addition to thab of Silver should be oreated on
such a basis.

It will, T prezume, be conceded, that whatever we may do in the watter

of introducing a gold currency, we must retain the denominatioa of value in -

- which all obligations have hitherto been contracted.

As the frane has been preserved in France, and the dollarin the United
States, the gold value of both alike having been gradually substituted in
currency and deposit for the old silver value, so must the rupee gontinue to
assert its ancient position in India, whether its value be represented in gold
or silver, |

&

1t is expedient that gold coins, struck for the pnrpose of domestic ex-

change, should be multiples of the rupee ag laid down in the Act of 1835,

It is not to be expected that any foreign coin, which has been called into
existence with zegard to another basis of caleulation, can be an exaet wultipl
of the rupee, ' :

In an accidental state of the money market, amidet the fluetuations of
exchange, circumstances might ocenr for a single day. to render the foreign
gold coin such an exact multiple for a moment in the market prices,

The price would be abnermal,

To adopt the foreign gold coin into a gative cireulation on such terms, to
declare that it -shall be the permanent multiple of the silver native coin, be~
cause, on one particular day, it happened accidentally to be so, would be to give
permanence to an abnormal circumstance, and in all probability to attempt
to fix a scale of relative values of the metals, which is not borne out by the
facts of general domestic exchange. :

Thus the idea has been entertained, that it wonld be very convenient
to use the introdaction of & gold ourrency into India in such a manner, to
establish the sovereizn in India as it is in England and Australia, Lo seize on
a particulsr time when amid the fluctuatiors of exchange, the sovereign should
represent the exact value of 10 rupees, and then from henceforth to declare
(such value having heen momentarily Oﬂ_tﬂmed), it shonld so reman perma-
neutly, it being received as legal tender in payment of debts and taxes,
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' Bub iy ig clear tha if the govareign is generally worth more or less than
10 rapees, the due estimution will be taken of the fact in foreign markets,
irrespectively of the considerations which might influeuce an Indian Govern-
ment in making such a regulation. If the sovereign was worth’ more than
10 rupees according to average, it would ba exchanged to India for a greater
value than that of the ten rupees, and viee versd., In the former ease, so Far
as the function of money is congerned, silver would be paid for taxes and
debts, and the soversign would be retained in deposifi or disposed of, as being
more valuable than the legal fiender the sovereign represents.

~ In the opposite case, if the sovereign in foreign markets was of less worth
and could be imported tor less than 10 rupees, all taxes would be paid in it
and silver would be sold at a profit, Government being the' loser.

There seems to be only one mode of using the sovereign in India in cir-
cnlation, that being to permit it to be offered in payment, according to the
value it heare relatively o the Indian gold ecoin legally established as the
multiple of the rupée, wne per cent, being allowed for Mint charges,® to put
it on the same footing as gold coined in Tadia,

. Thus the British Indian gold mohur being held by the Act of 1835 to be
equal to 16 Rupees, gives a value of by, 2§, to the ounce of silver +04d.,
which may be considered the difference of Mint, charge between gold and
silver, ' P 4
This being o, if the value of the sovercignt be ecaleulated on a similar
‘basig, its worth must be taken Re, 10-4.4, its intrinsic value at ds, 214, being
Re. 10-6-1% the difference between the two sums being that which weunld
represent the Mint charges, if the sovereigns were coined in India instead of
being imported. :

Uonsequently, if it be detsrmined to effect a large coinage of British
1 -rupee gold pieces or gold mohurs, and to accept them as legal tender for
such valne, there wonld seem to be no objection to permit the sovereign to be
‘also legally tendered at a uniform rate of about Rs, 10-4-0.§ '

A convenience to the local Mints might be afforded by sueh a rule, and
an impotrtant advantage would be gained for the trading community geveraliy,
by the fact that gold specie coming from England and Australia, would thus
be enabled to take its place in circulation immediately atter it was landed.

.

eThe Bombay Mint charges are ag follows :—

One per cent. on gold, two per cent. on silver ; this is called Sgignovage. There is besides &
premelting charge of one per wills on silvery and *25 per mille on gold. Colonel Ballard remarks
that * the difference of eharge should be maintained. Gold ia cheaper fo coin thaa silver, and
therefore entitled to the advantage.”

+ In cstimating the relative valua of sovereigns and Indian coius, for the  purpoge of
ciroulating the former, it is elearly i=dispenggbla to burthen sovereigns with the Mint charge,

%0 which the domeskic coinage is nese a.sari_ly exposed. . _ )
1 Intrinsio valoe of the soveraign in silyer rupees, when gilver is worth~=

Rupecs.  Sovereign.
5. NI - T e 4
43, 11d, perctunce =1 982 =10 15 218

55, 0d. i =1 10929, =10 12 829
£, 1d. . =1 1068 =10 9 558
O ¥ RS =] 1084} =10 8 1°07
by Ad.s i a1 1103 =10 6 886
Bs,  2id, @ -1 11112 =10 6 107

§ Vide Table A in appeudix, swhich showa that this rate gives approximately the pries which
has ruled f v several yoars,

L



