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importations in large quantities for the purpose of cirenlation at ten rupees,
An examination, howaver, of the Statistical Tables raises doubt regarding the
completeness of the caleulations ecomprised in them, and the general conclu-
sions founded on them appear to me to be altogether erroneouns, ' :

The information on which the scheme in the Minute i founded 18 mainly
derived from the paper furnished by Mr. Dunlop (Appendix TT). This
gentleman appears to have collated with intellizence, and, I have no doubt,
with great accuracy, the Returns accessible in India* of the imports of gold
and silver and of their relative prices.

1b. Reasoning founded on statistical compilations is, however, prover-
bially delusive, unless attention be given to collateral facte. No sound conclu=
siong can be formed from averages taken from mouvthly staternents of the
prices of gold and silver without information regarding the amouns sold in
each month, and the circumstances under which each remittance was made,
A merchant or banker is not governed in his dealingse by averages, but by his
calculation of the immediate profit to be derived from each transaction, The

“  flow of the precious metals is governed by the exchanges, and a turn of 1 per

cent. in them might be sufficient to send gold from one end of the world to
the other., Take, for example, the price of Australian sovereigns ati Caleutta
in the last three fortnights of 1863, viz., Rs, 10-5, 10 1.6, and Rs. 10-1;
the average of the three quotations would be Rs. 10-2.6; bat supposing
sovereigns to the extent of £150,000 were sold in the first fortuight, and to
the extent of £560,000 in each of the following fortnights, the price realized
for the whole would be Re. 10-3-6. Something of this sort actually ocenrs
in trade.

16. The remittance of sovereigns from England to India is governed by
the price of silver and the quantity proourable in London at the time and the
price at which bills on London can be purchased in Yudia., Gold is sent in
ovder that the value may be returned, with profit, in the shape of bills, In
the month of December 1n68 the price of silver in the London markef rose
to bs. 124« Not only, however, was the price high, but the quantity in the
market was insufficient for the amount of remittances required. Time is
precious in morcantile transactions, and those who deal in the business of
remittance and exchange could not afford to wait for expected arrivals, Gold
was thercfore sent in place of silver ; and I learn, from a Return of the Cus-
tom House, that the large amount of £342,615 in gold specie was ghippad

»  for Hgypt on the 9th of December 1863, the bulk of which was destined for
India. '

17. Mr. Danlop comes to the conclusion, from ealenlations founded on
average prices, that British coined gold can “be laid down in Caleatta at
Rs 10 4-10 per sovereign.” 1 have ascertained from the Manager of the
Oriental Bank that the actual cost of sovereigns sent to India by thatestab-
lishment in 1463, was at the rate of Rs.10-3-4. The difference isimporta
aut, beeause much stress is laid in the Minute on the economy of dirvect trans.
mission of gold from Austialia to India. There is, no doubt, a saving of
expense under existing circamstances in adopting that- course; and that

100

# 1 may, however, observe that the table of the selling prices of bm: gold find silvor of

standard quality in London is cslenlated to convey an erroneous impression. The prices of

. gold which Mr. Lunlop quotes are evidently those of what 1s technically _e.alled.“ baf- gold

parting,” that is, gold containing silver in the al!uy.whwh uiay be parted in the_rehn_ury_

Generally speaking, it means Australian bar-gold, which, on acoount of the silver containad
in it, besrs a bigher price than standard gold of the quality that is taken to the miat,
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- -éh&&réﬁsﬂia-hf& not slow to ayail themselves of the advantage is shown by the
- fact that out of importa of gold into India, amounting to.nearly £3,000,000

L,

in the vear 1868, more than two-thitds were drawn from Australia, Yet

more is deduced from this advantage than the facts warrant. No allowanes
is made as a get-oft against increased freight for the charge for refining gold
_in Australia, whieh is higher by 1 per ceunt, than thatof the Liondon refineries ;
- no reference is made to the rise in the price of gold in Anstralia in conseqgu-
ence of the Indian demand, and sufficient consideration is not given o the
circumstance that, notwithstanding the facilities afforded by the Australian
wmarket, it has yet been profitable to our merchants to send direct from
Liondon one third of the gold required in India. '
18, I dwell upon this point because it appears to me that the prime
fallsey in the propesed scheme is founded on the sentence of the Minute

 that—- !

“The sovereign must be rated, not with reference to its value in England,

but solely with reference to the cost at which it can he obtained from the
cheapest source of supply, that is, from Australia.”

19, The whole question turns upon this assertion, and it is important to
examine it, begause if it ba a fallacy, all the authorities consulted in India by
Sir Charles Trevelyan appear to concur in it, with the single exception of the
Hoo’ble Claud Brown, whose letter is publisbed (Appendix VV) with
candour, but without the attention which it deserves,

20, 1t might be a sulficient practical answer to this suggestion to ohserve

‘that if the importations of treasure into India are to go on at their present
rate, and if the proposed measure were to bring about the expected result of

inducing the transmission of gold in reference to silver, Australia could not
supply more than one-fourth of the amount required, even if the whole of its
produce of gold were sent thither. It is sliown in one of the tables in the
Appendix to the \inute, that the amount of treasure imported into India in
1863-64 was £26,147.200, and it is shown in the Minute itself, that the
produce of the Australian gold-ficlds in 1862 was only of the value of
£6,685,192 with “a decided tendency to fall off.”’

: 21. 1t may further be observed, that the gold imported into Great Britain
is drawn, in the coarse of trade, from almost every country, and that
Australia supplies but a comparatively shall proportion of the amonnt, Ac-
cording to the Returns of the Board of Trade, the value of the registered

. amports of gold bullion in 1868 was £19,142,6656. Of thisonly £5,995,568
was derived from Australia, A great part of these general imports is eme=

ployed, through the operation of the éxchanges, in acquiring silver for trans-
n)is_sidn to India; and if, by an alteration of the Currency laws, silver should
cezse to Le the preferable medium of remittance, gold would be sent direct

' tfi India from England, instead of being used circuitously in the purchase of
silver.| : : : '

22. The prineiple involved requires, however, further investigation, and
I propose to direct altention to the esperience to be deiived from the proceed-
itgs of other nations which have adopted a mixed  currency, and to diaw iu-
ferences from that expericnced in regard to Iadia

23, 1 will fizst refer, in gome detail, to the ecuse of the United States,
beeause the proceedings of that Govervment afford an example of the effvet,
on a eurrency, of emall ervors in calculations of relative value, and becauss
the bigtory of those proceedings is not correctly quoted in the Minute,

24. The first Act of Congroess for the regnlation of the Currency of the
United States was passed in 1792. It enacted that “there shall be from



time to time struck at the Mint dollars and units, each to be of the valus ofs
Spanish dollar, and to eontain 8714 grains of pure, and 416 graius of standard
silver,? The Eagle (or 10 dollar piese) coined after this, contained 2473
grains of fine gold, I

25, Tt may not be unworthy of remark that Congress in its first search
for the ¢ almiohty dollar ” deviated from the coin proposed for their model, as
theaverage eontents of fine silver in the Spanish dollars was about 876 grains,
Tlic authiorities of the United States thus begiu their operations by a depre=
ciation of the curtency to the extent of more than 1 per-cent. _ :

26, Tt will be observed that the relative valuation of the gold eoin to the
silver dollar gave the proportion of 1of gdld to !6 of silver; audas the
average telation of the two matale to each other in the general market was
- at the time as 1 to 15°7, gold was undervalued in the eurrency, and the vew
si-ver dollar became thd practical standard of wvaluo inthe United States.
Thig state of things continued until 1834, when an Act was passed  reducine
the contents of the fine gold in the Eagle to 232 grains, thus altering the pros
portion of gold to silver in the currency from 1 to 15to 1 to 16, Gold being
thus over-valued became the preferable medium of exchange, and a further
depreciation of the currency was established,  Subsequent Acts altered the
proportion of alloy in the two deseriptions of coin, but made no appreciable
alteration in their relative conterts of pure metal, After 1834 the guantities
of gold taken to the United States’” Mints for coinage greatly exceeded the
quantities of silver, and the coinage of the silver dollar and its sub-divisions
was limited to the requirements for a eiroulation of the lower denominations.
Although the coinage of silver under this system was expensive, no material
inconyenience appears to have been felt unfil after the discovery of the gold
mines of California, when the relation of the two metals to each other wus
altered to an extent which rendered it profitable to collect the small silver
coins for exportation. To remedy this evil, an Act was passed in 1853, not
altering the old silver dollar (that is, the whole dollar) but authorizing the
coinnge of half dollars and lower fractions of a dollar, at tho rate of 192
grains for the half dollar insilver of nine-tenths fineness, whieh should pass
for a limited tender of payment on the principleof the token eoinage of Great
Britain, After tho puesing of this Act the coinage of entive silver dollarg .
foll into disuse, and the kst coin of this description wag issued in 1837,
Legally, therefore, the double currency of gold and silver still existsin the
United States,but gold became the practical measure of value until displaced
by the recent excossive issues of Government Paper money.

27. In France the attempt to establisha double medinm of exclange was
more nesrly adapted to the prevailing relative value of the two precious
metals, The proportion adopted was as 1 of gold to 155 cf silver. At these
rates silver was the cheaper tender of payment until after the new diseoveries
of gold, but the difference before that event was not so great as to preclude
the use of gold entively, and it passed currentat a valying premium., In
certain conditions of the exchanges, gold passed between London and Paris
in adjustment of payments, and the same bag of gold has been known to make
goveral journeys in these transactions. ;

28. It 18 unnecegsary to refer to other Ruropean countries in which a
similar system has prevailed ; and it is suflicient to obssive that, under its
operation, gold and silver were both available for the adjustment of meroan.
tile transactions on the Contivent of Europe,

29, I will, however, make a passing remaik on the application of this
principle to the currency of the West Indies, because 8ir Charles Trevelyan
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" has ealled attention to a papsr written by ine in 1858, in which reference is
 made to this subject, and because the arvangement of 1858, for the regulation
| of the currenoy of the British Colonies in that part of the world, affords the
. mwost perfect example on record of a suceesstul adjustment of a mixed
. earrency, The arrangement is so fully described in the extract from my
paper (Appendix S8), that it is unnacessaty here to repeat the details. :
80, Sir Charles Trevelyan has referred to my labours under him and with
. him in and for the public gervige, in terms so gratifying that Iam sorry to
" find myself in opposition to him on the present oceasion, But his candour
_ hus hitherto led him to bear much from me in our mutual diseussions on
_ . Bnanecial and other public matters, and he will not, I feol sure, object to my
O stating that I regret the use made of this document, which does not, k
"' think, bear out the inference which he derives from it,

'"81. The paper from which the extract is made was written for the pup;

e

pose of proving that thearrangement, which was sucecessfal in the West Indies,
was inapplicable to the Colony of Hong-Kong, and forike reasons 1 consider
it inapplicable under existing circumstances to India, 1 think that the ex=
.traet itelf shows that the conditions which rendered the transifion from a
silver to a gold cavrency in the West Indies, easy and unobjectionable, are
" not to be found in India. In the West Indies, coins of the two metals were
rated foe circalation on a fine caleulation of their relative valne; and Britigh
silver, which combining with that relative valuation represented  fractional
parts of both descriptions of eoins, constituted, as it were, a pivot on which a
change from one to the other could bo made, without derangement of con-
| fracts or ourrent business. In India both those ingredients are wanting
Theve i8 no coneurrent valuation of gold and silver coins fo form the found=
ation of a change, and there is no subordinate coinage which can be adopted
equally to the current money of India and Great Britain,
« 32, 16 will be obvious that, in all the foregoing. cases, a common pré=
_ vailing price constituted the basis on which the regulation of the concurrent
use of gold coing was atbempted, and that the practical results have depended
 on the prevailing price and its later varations, The currencies of France, of
the United States, and of the West Indies were influenced by a common
cause. . ; -
83, Wa find no room for gpeculation on the sources of the supply of the
recious metals. Before the regent discoveries, the principal supply of gold
© was derived from Ural Mouutaing, but it was not. found that gold, for per-
" mavent and practical purposes of regulaiion, was ocheaper in the countries
-bordering on Russia than in America.
- 84, Gold derived from America is constantly sent back from London to
_ the Bragilsin the eourse of trade, In 1863, gold of the value of £2,707.8567
~ was sent from (Great Britain to Russis, a gold-produciog country, and re=
‘importa thence of the value of £904,552 occurred in the same year. When
onee sent on its travels, the origina! attrihute of peculiar value is lost, and
gold of the same quality beeomes of the same value whencesoever it may be
derived, snd whatever may be the cost of the labour which produces i,

85, On what gronnd, then, is 1t supposed that the general law 1s inapplics
able to Indin, and in what way are we to account for the undoubted fact -
that zold 8 relatively -cheaper in Iudia, as eompared with silver, than in
Loncon ? : -

86. The apparent anomaly is owing to the exceptional position which India
holds, and is easily accounted for, ! '

At



87. Silver is the standard, and the regulator of prices in India, to the
~ entire exclusion of gold as a weasuve of value, It is so generally in the East,
Tixcept in the compaintively small communities of Ceylon, Mauritius, and
Munilla, and doubtfully in Japan, gold hardly enters into fhe currencice of
the vast regions eastward of the Cape of Good Hope and northward of
Australia, It follows that it is comparatively depreciated there when
measured by the silver money of those regions. The material of that money,
purchased with gold in Liondon, must hear the charges of freight, insurance,
interest, and mintage, amounting in India to 6} per cent. (as correctly shewn
in Mr. Dunlop’s puper) before it ean be brought into circulation in India. 1t
is by this silver measure of value, thus enhanced in price, that the cost of the
Australian sovereign is estimated in ‘Sir Charles Trevelyan’s Minute.

38 Remove the impediment to the coneurrent civculation of gold with
gilver, and the cause of this difference of value between the two metals in the
West and the East will disappear. The tendency, at least, must be to an
equalization of the general rates of the bullion market io both quarters. It is

¢ therefore the price of silver in London, and not the price at which sovereigns
can be laid down afi Calcutta from Australia, as estimated in present currency
of India, which should be regarded as the point for consideration in this
matier.

39, And this constitutes’ the main diffienlty in devising any measure for
the introduction of a gold currency into India. Experience is wanting for a
guide. During the first half of the present century, there was little variation
in the eomparative valne of gold and silver. The normal price of silver of
Brifish standard in London was about 60d. the ounce, The uew discoveries
of gold disturbed this relation, and the price of silver has of late years been
subject to =0 much flactuation, that it would be ditlicult now to fix an average
for the eoncurrent airculation of coins of the two metals, But this is not all.
Although the ultimate value of gold and silver rmust, as before observed, ba
derived from the value of the laboar employed in their produection, their
immediate price is governed by the law of supply and demand to an extent,
and sometimes for a prolonged period of time exceeding that whieh applies to
other commodities. The price of standard silver in London has been mainly
influenced of late years by the abnormal requirements for India, When the
demand for trausmission of silver thither bas been great, the price in London
has risen ; when it has temporarily ceased it has {allen—on one ocgasion even
to an extent which %ouched the point at which it would have been profitable to
gend stlver to Frauce. Any measvre, therefore, which would lead to the
practical employment of gold in preference to silver in the currency of India,
would cause a cessation in this demand, and lead to a re-action in the upward
tendency which has of late prevailed in its price as compared with gold,

40, On this ground it would sgem to be rash to attempt, at the present
timoe, any permanent regulation which, if effectual for the establishment of
gold in the carrency of India, must be of doubtful tendency, and if ineffec-.
tuul, world be simply delusive, and thercfore not creditable to the foresight of
Government.

41. A tentative and experimental course would seem the wisest poliey in
this intricate matter. I understand that the Secretary of State proposes fo
authorize the receipt of sovereigns at the rate of 10 rupees esch in payment of
the revenue. Ailthough this measure will not probubly give currency to
British money at this rate at the Presidencies, it may lead fo its increased use
in the Provineces, where, on account of the convenience of transport, it will
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- find 1{39 ' ﬁ#F; :iblem cogt tﬁnn-lsilver-; and if the ,s.ovéreigﬂ is Ofﬁéiﬂny_ recog-

nized as eurvency in any part of India, it way perhaps be received in payment
" ab the Presidencies at a varying premium, just as gold formerly passed

| current to a limited extent in France. The experiment is worth a trial, and
« will afford a sure test of the various speeulations which have prevailed on the

subject. ' _ : : (AT _
42, Tt might tend to afford relief in times of pressure, if the principle
 were extended to the issue of Notes in exchange for sovereigns deposited at
‘the same rate. If such issues were allowed as a temporary-expedient, ou the

' condition of allowing the depositors to redeem  their gold within a limited

period, the difficulties arising from the delays in the coinage of silver wight
| be greatly alleviated. The transaction would be as safe for the Government
ae the reoeipt of sovercigns in revenue payments, It will be seen that the
practical objection to which Sir Charles Trevelvan refers in an extract from a
‘paper of mine would not apply to an issue of notes on a deposit of gold for an

| amount below its intrinsic value, The objection entertained by Mr, Wilson

" on the subject, on which Sir O, Travelyan dwells, is at best more a theoretical

. than a practieal one, not borne out by the experience afforded by the

practice ‘of the Bank of England; and it will probably be admitted that a
‘meagure which may be a gain to the mercantile eommunify by giving them
the command of monay when néeded, will nob result in “ pure loss "’ on the
Government, - -




Dusearon #rou TR SBOREFARY or SraTe vor Inpra (Ricur Hon’'sru S iy

Cuantys Woon),—No. 224, parep 26w S-EE‘TE.MBER. 1864,

1 have received your despateh dated the 14th July last, No. 29, enwlogs
ing the elaborate Minute of Sir Charles Trevelyan, and the valvable papers
contained in the Appendix, on the subject of introducing gold into the
eurreney of India, i) : ) Al i

2. The practicel proposal of S8i¢r C, Trevelyan on this snbjeet, in
which you express the conenrrence of your Goverument, is to make the
gold seversign and half-sovereign legal tender in India for ten and five
rupees respectively, congurrently with silver rupees, and ultimately to establish
a gold stavdard and ourrency in India, as ip England avd  Australia, with a
subsidiary  coinage of silver, the silver coins not possessing the ivtrinsio value
which they represent, and being logal tender only to a certain amovnt, |

' 8. 1 bave eavefully considered in Couneil this important question, which
iudeed has occupied my attention for some time, and which, as you will have
learnt trom the public jouvnals, has been the subject of a debate in Parlias
| aneut, ’ i . i
4. 1 loge no tine in making you acquainted with the views whicli Her
Majesty’s Government entertain upon this subject, for I concur in the
opinion that it is desirable that their decision on the question should be rxde
known as early as possible in India. '

' b, It is obvious, from the information collected by 8ir C, Trevelyan,
that there is a very general desive for the introduction of gold eving in Tudia;
that the people, even in the upper and remote parts of India, are well
acquainted,with the sovereign ; and that there is a very general impression
that the introduction of "the sovereign would be well received, and that it
would circulate freely at tén rupees, Nor can there be any doubt of the
adyantage to India, England, and Australia if the gold soversign could be

. mnde the basis of their common eurrency.

. 6. It is not proposed af once to change the standard coin of India, and |
indeed it would bs a very serious measure hastily. to attempt so oreat a revos
lution in the babits of the people. There is great wisdom in the observations
of the Chamber of Commerce at Calcutta, that they are ¢ gt rongly in favour
of ‘the infroduction of gold as an auxiliary corrency and as a tentative )
measure, which they believe will gradually but surely lead ‘to the adoption of
gold. as the general metallic currency of this country, with silver as the
auxiliary ; but they are opposed to any sudden ehange being attempted, fears
+ ing that any such attempt would prove urlﬁuceesgful, and be likely to eause
great derangement in the commerce and finance of India.” : ER

7. The only practical measure, therefore, to be eoneidered s the establisha
ment of a double standard of gold aod silver, the gold sovereign being legal
tender for the same sum as ten silver rupees.

8. I will not stop to discuss the general question of establishing a double
standard, but it appears to me thut there are great practical objections in the
way of adopting the measure actually proposed. -

9. 1t s only mecessary to state that, where coing of the two metals, gold
and silver, are equally legal tender, those of the metal which, at the relative
legal rating of the two metals, is cheapest at any period, are thereby- consti.
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| tuted the cnrreroy, and the wetal of which they are made beeomes oractically
‘the standard af the time, and further that a very slight difference in (the

_ relative value of the two metals may change the standard npd the whole
. eurrency of a country. _ .
LU0, The readiest illustration of this trath is the recent change in the
| eirenlation of Frauce. Tn that country coins of gold and silver were equally

© Jegal tender. Grold eoins containing one ounce of gold were legal tender for
| the same sum as silver coins containing 154 ounces of silyer. et
i 11, Before the recent diseoveries of gold an ounce of zold was worth, in

the markets of Turope, nearly 164 ounees of silver. It was, thevefore, necord«
ing to the relative legal yating of gold, and silver, move advantageous to pay
in pilver then in gold.  Silver coin, therefore, for many years forwed the
' earrenoy of Frauce, the gold coin bearing a premium, Sinee the recent

| discoveries cf gold, the valie of gold relatively to silver has fallon to about 1
" to 154. This difference has rendered it more advantageous to pay in gold,

Gowl hus displaced silver, and now forms the currency and standard in France,

LR Tt s Yobvious, therafore, that whether the sovereign, ra ted at 10
| rupees, ean eireulate to any cextent in India;, conenrrently with the silver

| rupees, depends npon tha question whether it will be cheaper to meet an

obligation of the atsonnt of 10 rupeca by a gold sovereign or by 10 silver
~ Tupees, . _ )

18, Tn exawining this point; it is enough to refer to the information and
the calcuiations eontained iu the> Appendix to Sir G, Trevelyan’s Minute as to
the value of the sovereign in India -

' 14, In these oaleulations the value of gold is of eourse taken in rupees of

. the Tndjan silver standard, '- ' -

18, There are two mudes referred to in those papers by which BOverelgns
might be provided for the currency of Iudia, firot, by coining them in India,
gacondly, by importivg Eaglish or Australian sovereigns,

16, With regard to the first praposal of coining savereigns in India,
My, Brown's paper contains a ealonlation of the eost at present of producing a
govereign at a Mint in India, and he estimates it at Ks. 10-4-6, oo L

| 17. With regard to the second proposal of importing sovereigns,

My, Dunlop’s paper estimates the price, ealeulated in rapees (and the rupees
taken at the (L.th part of an English peund), at which an English sovereign
“aan be laid down at Caleutta ab Re. 1U-4210, that of an Australian sovereign

Cat*Rs. 10-2:9,

18. The prices at which Australian sovercigns have been aetually sold at
*Caloutta, according to Mr. Dunlop’s peper, give a higher value for the
 sovereign thau this, and the prices of Knglish sovereigns, which I bave

recaived from Bombay, are also yather higher than the price above given.

19, I do not know that, in the present excaptional state of the markets
 for produce in Indie, the present prices of the precious metals are a good

giterion of their value. On referving to the prices of silver in the markets
of Turope, the intrinsic value of the sovereign in' riupees wonld seem fo be

~ gbout Rs. 10-8 at the present price of silver in London, and about Re. 10-13
at the price which prevailed some tima before 1850. _

20, At the present prices of gold, with the various charges of bringing it

! _170'_.111(1175,_ the value of the sovereign must, according to these statements (and
it is by these statements that Sir C, Trevelyan’s proposal is supported), be se

- mnch above that of 10 silver rupees fhat, for the purpose of making any pay-
ment, the latter coins must necessarily be preferved to the svvereign, v



21, If there were the meane of coining sovereigns in India, it would he
more for the adyautage of the holder of bullion to carvy silver to the Mint for
coinage rather than gold, and it woull be more for the advantage of the
exporter from England to send silver to India rather than gold or sovereions,
Even if the sovereign is imported from Australia, it would be raore valusble
iu India than 10 silver rupees. '

&%, 1f the use of gold in the curreney of India enhanced its value there,

as 18 probable, and if the anticipations which are generally entertained of o
-diminishing supply of gold, and an increasing supply of silver, should be
. renlized, the difference in favour of the employment of gilver coin will be
greater even than it 18 at present. |

28, I canuot but think, therefore, that to enact that a’sovereign should
bé legal tender at 10 rupees, with the view of introducing it largely into the
currency of India, would be totally inoperative ; and it is very inexpedient to
enact a law which would have no practical effect, and which it might be
necessary to alter in a very short time. il

24, 1 am unwilling, therefore, to sanction such enactment, but at the
same time I see no objection to reverting to a state of matters which pre-
vailed in India for many years, namely, that gold eoin should be received
into the public treasuries at a rate to be fixed by Government, and publicly
announced by proclamation,

25. This was the case with the gold mohur, or 15-rupee picee, from 1835
till Lord Dalhousie’s proclamation in 1852, and with other gold coins pres
viously to the reformation of the currency in 18856,

26, At their present value, there cau hardly be a question of the readi-
ness of the people of ludia to receive sovereigus for 10 rupees, and if any
difficulty should be apprehended about their doing so in parts of the country
distant from the Presidency towns, it will be obviated by their being received
at that rate into the Governmant treasuries, Tdo not anticipate the least risk
of loss to the Government by soreceiving them. One of the Appendices to
Rir C. Trevelyan’s Minute shows that the sovereigns received into the treasury
of the Madrag Presidency were sold at a profit, The only possibility of loss ig
guch a change in the value of gold as would niake a sovereign worth less than

. 10 rupees, and, for the reagons which I have given, I do not anticipate anv
probalility of this being the case, If it should happen, it would be a very
simple measure to alter the rate at which they were received. :

27. The obligation which is imposed by making a coin legal tender'is
only an obligation apon the receiver to tuke it for a given sum. No obliga-
tion is imposed by such an enactment on the person paying. It is obviously ’
unnecessary to impose an obligation upon any one to receive a sovereign for
more thun its value ; and as the person paying, by whom, in fact, the coin is
put into ecirculation, has the option of paying either in gold or silver, the
question as regards the introduction of the sovereign into circulation at the
rate of 10 rupees must depend upon whether it would be worth the while of
any person having a payment to make to carry gold to a Mint to he coined
into sovereigns, or to import sovereigms, in order that he may have the power
of paying a sovereign in discharge of a debt whioch he may equally diseharge
with 10 silver rupees.

28, 1t is not probable that, at the present relative value of gold and
silyer, any one would incur the loss which such a proceeding would cause, but
if the conveuience of the sovercign cireulating at the rate of 10 rupees is so

.
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. great os is represented in Sir C. Trevelyan’s Minute and the accompanying
yapers, it is possible that this advantage may counterbalance some loss. _
29, Whether it would do 0, and to what extent, can only be detesmined

' by experience, and 1 am of opinion that it may be desirable to try at once; as
. an experimental measure, the course which I have suggested. :

80, 1 wish you, therefore, to declare aud to make it publicly known by’

proclamation, that sovereigns aud half-sovereigns, according to the British and
Australian standard, coined at any properly authorized Koyal Mint in
Englavd or Australia, and of eurrent weight, will, until furbher notice, be
received in all the treasuries of India for the same sum as 10 and & silver
rupees respectively, and will be paid out again at the same rate, unless
 objected to. * 3§ '
81, This measure appears to be entirely unobjectionable. 1t is in accord.
ance with the eautiogs and tentative course recommended by the Chamber
. of Commerce of Calcutta; it will, as far as 1t goes, facilitate the use of the
sovereign and half-sovereign in all parts of India; it will pave the way for

. the use of a gold coinage in whateyer shape it may nltimately be found advis-

able to introduce it ; and, at the pame time, it establishes a preference in
favour of the sovereign,




XIII

--'Nf}TmnATIDN ﬂY TH“ GDVB’RNKEN‘J! 01‘ INB‘I! ]ﬂ' ']_!Bm FIH‘NC;I&L-I Dﬂ" |

' mmmr-'r,mNo. 8517, pareD 231:1) Nowmnmn 1864;

The Gmremcr Geneml fof Im’ha in Couneil, eom1der1ng it expedlant that
the eircnlation of British and Australian sovereiyns in all parts of Britich |
' India and its dependencies should be encouraged and facilvtated, is pleased

'hueby ‘to \direct that, from and after the publm&tmn of this thlfca,tlon, T

sovereigne and hall-govereigns coined at any authorized Royal Mint in Bogland
or Austrahia of current weipht,* shall, until further notice, be reeeived in all -
 the Treasuries of British India snd its dependencies in payment of sums due
to the Government, as the equivalent of ten and five rupess vespectively ; and
that sueh sovereigns and half-sovereigns shall, ‘whenever available at any
Government Trensury, be paid at the sims rates to any person w1]}1ng L
-_ recewe them in pnymnt of claims aga.mst the Governmeut . '

# The siandard weight of the goverer nj i gmms 123274, and it cearen to be eurrent
when, from woarage ot other causos, it faild io weight below grains 122'5.
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In reference to the possible introduction of a gold eurrency for India, I
s;;bmit dt.hat further measures should be considered for the accomplishment of
this end, - ' it

9. This would be in accordance with the recommendations addressed to
the Government of India from all quarters, with the recorded opinion of three
ruccessive Finance Ministers, Mr, Laing, Sir C. Trevelyan, and Mr. Massey,
and with the express representations of the Currency Commission of 1866,
under the presidency of His Excellency Sir W. Mansfield, who is one of the
Airst living authorities on the subject, and by whom the deliberations of
Government in this matter have been most materially assisted. '

_ 3. 1 sm personally much indebted to His Excellency 8ir William |
Mansfield fox advice and support in the preparation of the case whieh I hiave
now to lay before the Government of India. :

The notification by the Government of India issued in November 1864,
deelaredly with the view . !
¢ that the civeulation of British and Australian sovereigns in all parts of British India
should be enconraged and facilitated,” i Ris
though to sorae extent successful at first, has for some time remained inoperas
tive, since few or no sovereigns are now presented at the treasuries, and in the
opinion of the best informed authorities is likely to continue inoperafive.

4, The cnuse of this appears to be that, in the notification, the amount of
ten rupees offered as equivalent for the sovereign is not generally suffielent
{0 abtract sovereigns, as tho nbove rate is somewhat below the average market
value of the sovereign, This vesnlt wasindeed predicted in Sir W, Mansfield’s
Minutes of 1864, and was indicated in 8ir C. Wood’s despatch of 26th Sep-
tember 1864, This view is further enforced in the Curneney Ccmmission’s
report. | \

: P_ 6, Inasmueh as the Seceretary of State in the above despateh desired that
gold coin should be received into the public treasuries at a rate to be fixed by

Government, and further observed that

“ it may be desivable to try as an experimental measure the course ruggested,'”

remarking that
s {his would facilitate the use of sovoreigns in India," w /
and inasmuch as the notification was issued to facilitate accordingly the influx
of sovereigns, which object had not been attained, apparently because the rate
offered as equivalent for the sovereign was too low,—1 am of opinion that the
question ought now to be considered of raising the proffered rate somewhat
above ten rupees=—~a course which would prind facie accord with the prineiples
laid down by 8ir C. Wood,
{ 8, At the same time, of the amoant (understood to be about 500,000) of
sovereigns received in the treasuries in consequence of the notificatior, a large
portion is bolieved to have bean rapidly taken np by the public, while some
portion (about 160,000) remaining in the treasury was transmitted to Evigland
in 186h, 1t may be that the last-named transmission was due to a parti-
cular state of the exchanges ot the time, This matter should be more parti-
cularly exawined in the Financial Department,
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- in India, and he estimates it at Bs. 10-4-8,

- 7. TPhe ﬁﬁve'mge market value of the sovercign—by whichi the rats to be
‘offered as equivalent in rupees should be regulated-—has been fully discussed in
Sir W, Mansfield’s Minutes of 1864. - e

The following passaces may also be quoted from Sir Charles Wood’s | '

despateb of September 1864 1~

% Parg. 16.-~With regard to the first pmgml‘ of 'coining sovereigns in Todia, Wr.
Brown's paper containg a calenlation of the cost at present of producing a sovereign at & Mink

. “*17. With regard to the second propoeal of importing sovereigms, Mr. Dunlop's paper
estimates the price, caloulated in rupees (and the rupees taken at the one-tenth part of an
Euglish pound), ab which an English sovereign can be laid down at Csleutts, at Re. 10-4-10,
that of an Australian sovereign at Re. 10-2-0. -

| 18, The prices st which Austyalion sovereigns have been actually sold at Caleutts,

. ‘negording to Mr, Dunlop’s papers, iim a highor value for the sovereign than this, and the

prices of English eovereigns which I have recetved from Bombay aro also vather higher than
tlte price above given. i :

. “19. T do not kuow that, in the present exceptional state of the markets for produce in
India, the present prices of the precious metals are a good eviterion of their valus. Oun

referring to the prices of silver in the markets of Euzope, the intrinsic value of the sovereign
in rupees would seem to be about Rs. 10-8 at the present price of silver in London, and

about Ra, 10-12.u6 the price which prevailed some time before 1850,
'8, Further, in reference to the possible consideration’that the rate should

" be fixed mainly with regard to the price at which coined gold could be laid
‘down in India from the cheapest and nearest source of supply-—namely,
 Australia ~ the following passages from the Minute by Mr. Arbuthnot of Sep-

tember 1864 seem to ehow that regard ought also to be had to the prige of
coined gold from JEngland ;- :
“ Mr. Dunlop cothes to the conelusion that British coined gold can be laid down in

- Caloutta at Rs. 10-4+10 per sovercign. I bave ascertained from the Manager of the
Oriental Bank that the actual cost of sovereigns aent by that establishnment to India in 1863

was at the rate of Re, 10-3-4. The difference is important, becnuse much stress is 1aid in
the Minute (by Sir €. Trevelyan) on the ecovomy of direet travgmission of gold from
Australia to India.” , -

9..Then further adverting to the following passage from Sir C,
Trevelyan’s Minute that :

“*the sovereign must be rated, not with reference to its value in England, but solely with
veference to the cost at which it can be obtained from the cheapest source of supply, that is

from Ausfralia - ;
10. Mr. Arbuthnot goes on to saye

“It might be a sufficien; practical answer to this suggestion to observe that if the
ioportations of treasure into India are to go on at their present rate * ¥ Australia could
not supply all the gold that might be required.”

Again, he observes that

- “sufficient consideration is not given to the eironmstance that, notwithstauding the facilitics

afforded by the Australian market, it has yet been found profitable to our merchants o send
direct from London one-third of the gold required in India.” :

11, Under all the circurostances, I propose, if His Excellency in Couneil
shall approve, to consult the Governments of Bengal, Madras and Bombay as
to the exact rate which shall be be fixed above ten rupees, with a suggzestion
that they refer to any particular person or persons who might be eaperts in
this matter. I also propose that Mr. Dickson, the Seeretary to the Bank of

" Bengal (who is believed to be generally in favgur of raising the rate), should

be similarly consulied, These several commuuications shounld be made conti.
dentially,

K
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12. After these opi'niqns.’;shall ‘have . been received and collated, the
Gm{ernment-of_ India will, T submit, be in a posikion to congider the proptiety of
issuing a fresh notification with a revised rating of the sovereign relatively to
rupees, { fileyy ) i .

18. T would next olserve that Section_ViI‘ of Act XVII of 1885, relating |
%0 @old coinage for India, has never been repealed, and is still eapable of being . -
put in force, That seotion rans as follows ;= _ [ IS G

And be it enacted that the undgr-mentioned gold coins only shall henceforth be cvined
ab the Mints within the territories of the East India Company :—
First—A gold mohur or iB-rupee piece of the weight of 180 graing Troy, and the
following standard, viz s— e !
: ' 34 or 165 grains of pure gold, or 15 grains of alloy.

Sacond.~A B-rupes piece, equal to a third of a gold mohury

Lhird.—A 10-ropee piece, equal to two-thirds of a gold mohur, : 1

Fourth—A 80.rupee piece, or double gold mohur. "And the three last-mentioned

: coins shall ba of the same standard with the gold mohur, and of
‘proportioned weight, . f _ _

14, By law, then, it would be possible to coin gold pieces, each equivalent

to ten rupees, according to the above standard, ' _

In special reference te the above, the following passages may be read
from the report of the Curreney Commission i=- -

4. % Pura, 28.~The Commission would draw attention to the fact that the price of the
 gold mohur or Government piece of Rs. 15, as fixed by Aot XVII of 1885, is, as¢ nearly’ as
posrible, the average market ruto of the price of coined gold of the present day, -
a7, That price, as sanotioned by law in 1835, seems to be the legitimate Basia on”
whioly to found & gold legal tender coinage for India, consisting of pieces of 10 and 5 Tupees
vespectively, the 10-rupee pieces having the weight of 120 grains, and the B-rapee picces GO
grains Troy. Vide Section VII, Act XVII of 1835." A=A Tia

15. Tn eonnection herewith, the following passage may be read from Sir
C. Wood’s despateh of Septermber 1864 s !

T see no objection o reverting to a state-of things which prevailed in India for many
oarg=namely, that gold coin should be received in the publie treasuries at a rate to be fixed

by Gaverniment, and publicly announced by proclamation. This was the case Wwith the gold
_mohur or 15-rupee piece from 1835 till Lurd Dalhousie’s proclamation in 1852, ‘and  with
other gold coins previously to the reformation of the ¢urrency in 1486.” ‘

16, There may be doubt as to whether the proclamation of 1852 is any
Jonger needed, and should not now be withdrawn. Mr, Laing’s opinion ex-
pressed in 1862 may be quoted in support of this view. |
i 17. 1f gold pieces were now to be coined in the same way as they” were
from 1885 to 1852, the influx of gold into India, and the existence of consi-
darable quantities of that-metal in the country, might ensuye the preseutas
' tion of & sufficiency of gold at the Mints for coinage, Trrespectively of the
presentation of sovereigns, bar gold mighkt be bought by the Mints for coinage =
when the operation could he effected remunaratively. ;

18. At the same time it might be considered whebther power should be '
taken by the Government of India to declare, at such time as might be ‘deemed
proper, the gold coins to be legal tender in the sime manner as was done by
Seotions VII and 1X of Act X1II of 1862 for silver and ‘Gopper coings

19, Attention may be given {o what has been wurged in Europe with
respeot to a combined system of internstional and decimal coinage, whereby,
among other things, the English sovereign would be assimilated toa gold piece
havigg the exact value of 25 francs. 1t may be remarked that the standard .
value of such a piece, viz., of 5 francs, would approximate in intrivsic value
to the 10-rupee gold piece of 1835, the latter being apparently slightly less
than 25 francs, while the sovereign is 2U centimes more. . Without commits

o
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.tmg mysali:‘ to any opmmn, I would just .observe that poss:bly lwreafter a
bridge may bave to be found to the execution of the plans which have been

i debated in Kurops, The points involved in this part of the subject are worthy _

«of further discussion, and of refurence to competent authorities, '

20, I apprebend that the question of coining gold pieces, either under the
promsmna of Act XVII of 1886, or else with reference to some other standard’
value as micht be fixed after enquiry, ought under all the cirenmstatces to be,

- eventually referred to the Secretary of State.

21, 4n respect to declaring gold coins to be legal tenderin India, I 1n071ne
to think that, before adopting this course, it would be better to await the effeot
~of receiving sovercigns at the revised mtmg and of the coining of the prow -
~ posed gold pieges althe Mints.

22, I propose, if His Lxcelloncy in Conneil shall approve, that-the above.
points in reference to the eoining of . gold piaces in India should be referred
confidentially to the Governments of Madras and Bengal, and to the Secretary

" to the Bank of Bengal, with special reference to the more exact defermination
of the relativé values of gold and silver in India, it being borne in mind that.
the evidence submitted by the Currency Comuission is now two years old,
and that the tendency of gold to rise in value, which was remarked by Siv

'W. Mansfield in 1864 (vide note tv page 61 of this volume), has somewhat

declared itself smee he wrote, ‘

x2



Nc‘rmcum_u EY 188 GOVEBNMENT oF mnu, mecmx. DEPARTHFNT, fils
No. 5287, parep 28za OcroBer 1868. ;

In modlﬁeatmn of t.he Notlﬁcatlon by the Govemment of Tndla, No. 351 7
of the’ 23rd November 1864, the Governor General of India in Couneil is
pleased to direct that from and after the publication of this notification
sovereigne and half-soversigns, coined at any authorised Royal Mint in
England or Australia of current wmght, shall be received in all the treasuries
of Britich Tndia and its dependencies in payment of sums due to the Govern=
ment as the equivalent of ten rupees and four annas and five rupees and two
annas respéctively ; and that such sovereigue shall, whenever available at any
Government treasury, be paid at the same rates to any person willing to
receive them in payment of claimg against the Governments The gold pieces
stated in section 7 of Aet X'VIL of 1835 will also henceforth be mcewad ag
abave, according to the values stated in that Act,
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Mmvors’ ny tus Hon'sus A, J. Agpurrnor, patnp $0tn Novemses 1868,

In the letter from the Financial Secretary to the Government ‘of India,
‘under date the 80th June last, the attention of the Madras Government
‘wae called to the question of introducing a gold currency into India, which
is now again engaging the attention of the Governor General in Council, and
we were asked to give our opinion and those of any selected gentlemen,
who from their experience might be experts in the matter, on the two follows
ing questions ;e

. 1st.—~Whether the rate of ten Rupees, at which, under the notification
of November 1564, English and Australian Sovereings are receivable at the
‘public t-r;easnirie's_, s_hpuld be revised, and if so, what the new rate should be.

 2nd.—Af what standard value should ten-Rupee gold pieces be coined,
supposing such ¢ oinage wero resolved upon, ' ‘

2.°1t was stated in the letter (paragraphs 13 and 14) that at present
the Government of Iudia is hardly prepared to recommend the declaration
of any oold coius as legal tender, but that it would be open to the Govern-
menti of Madras, or any of the gentlemen who migbt be consulted, to

. advance any special reasous in support of such a declaration, should they
‘deem fit to do go. | :

. 8. The Financial Secretary’s letter was referred to Mr. Sim, 20d Member
. of the Boprd of Revenue, to the Miot Master, Colonel Carpendale, and to
two of the ablest native officials in’ this pregidency, the Honourable V.
Raniiengar and C. Runga Charloo, Colonel Orr, the Secretary to Governs
ment in the Public Works Department, and who was for some’ years at the
head of the Madras Mint, and is a high authority on eurrency mabters, was'
subsequently invited to give his opinion on the general question of the infro
duetion of a gold currency, -

4. We have now before ug the replies of the several gontlemen who have
been consulted, except that of C. Runga Charloo, whose onerous duties ab
Mysote have, doubtless, put it out of his power to comply with our requisis
om0 ' i

5. It appears to me impossible to read these papers, in connexion with the
discugsions which have already taken place on this subject in former years,
without arriving at the fqllowing conclusions i .

Ist.—That any tentative.measnre of the nature of that suggested by the
Government of India, for promoting the circulation of Euglish and Australian
Sovereigng in India by receiving them into, and paying them oug of, the
pablic Greasuries at a rate fo be fixed in supersession of that laid down in the
notification of November 1864, would be a very unsatiefactory solution of

. the difficulties which have hitherto prevented the re-infroduction of a cold e
~ currency info India, and would be practically inoperative, unless the{Sovereign

wore declared to be a legal tender at the rate fixed on, and unless such a
_modification was made in the Mint Regulations as would admit of tho Suigns
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omgeon the coinage of silver hoing varied, from time: to time, sceording to
the rise or fall in the value of silver in relaion to gold, - i
Znd.~That whatever method be adopted for introducing a 'gold coinage,
~the imposition of buche & varying seignorage on the silver coinage will be
essential, at all events at the commencement, and until gold shall 30
“far taken the place of silver in the enrreney as to justify the Government in
placing the latter coinage upon the footing of a subsidiary or token coinage,
an order that the gold coin may maintain a fixed value in relation to the
silver rupee, i e - i i
Brd.~~That it is absolutely necessary that whatever gold coin' may be
introduced shall be declared to be a legal tender, i | e
6. The reagons which render it necessary, in the event of a gold currency
being determined on, whether the ¢oin selected be the English and Australian
Sovereign, or a distinet gold eoin nearly an ‘equivalent of 10 Rupees at the
present relative value of gold and silver, that therve ' shall, fora tirme atall
events, be a varying seignorage on the coinage of silver are clearly stated in
Colonel Orr’e memorandam. They aré brielly these: that the value of silver
in relation to gold constantly varies, and at present has a tendency to fall ;
that in order that the relative value of thre two coinages may be maintained at
a fixed standard, it is necessary, either that the seignorage imposed on one of
‘the coinages shall be altered from time to time to counteract the effect of the
‘changes which take place in the relative value of the two metals, or that the
| infitinsie yalue, thatis the weight or fineness of one of the coinages, shall,
. Erom time to time, be changed, or that the exchangeable valuo of one of them
shall, from tirne to time, be altered. The last of these thres processss is that
which is practically involved in the adoption of the fivst sugrgestion mmde in the
‘despatch now under consideration, but it is proposed avowedly ag a tentative
measure ; and there ean, I think, be no question that it would cause much
sonfusion in accounts and great general inconvenience. The second may be
digmissed with the remark that it would be practically impossible ; and there
only remains the first, wiz., the imposition of a varying seignorage on one of
“the two coinages, which is apparently the only convenient mode of meeting
the difficulty arising from the variations in the relative market value of the

- two metals.

7,  In regurd to the question of declaring any gold coin that may be
introduced a legal tender, 1t appears to me essential that this should be donae, if
it be only to counteract in some measure the well-known tendency of the

eople of this country to depreciate the valué of coins of large denominations,
gt‘ ig probable that, whatever gold coin might be introduced into the currency
withoutbeing made a legal tender, in many parts of the country batta would
be charged ‘on every such coin, when tendered in pllyment of a debt,  More-
over, it 18 very doubtful whether any coin not a legal tendery and conseque ntly
not a part of the legally curreut coinage of the country, would command that®
confidence which would enable it to pass from hand to band, and which ig -
essential to the effective circulation of any form of currency, whether it be
gold, silver, copper or paper. In reference to this point Colonel 8mith cbserves
that, before the Act of 1835 was passed, the 15 and 10-Rupee pieces which
were then legal tender, though not dewandable, circulated freely, and were
taken without hesitation ; but that lately Sovereigns held by the Government
of India, although their exchangeable value was superior to 10 Ra pees, could
- ot be got rid of from the public treasury at that rate, and were .sent home

have g3 |
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. to Bngland. Tt was, 1 thiuk, correctly laid down by Mr. ‘Massey in his
| Minute of the 2ud February 1866 as an axiom which must be accepted, that .
' if'a gold ourrency were to be introduced nothing short of the recognition of

' the Sovereign or some other denomination of gold coin as @ legal tendey

would suffice.’?  The same opinion ig expressed by the Madras Chamber of

| Commeree in their letter of the bth ulbimo, and also by the Bombuy Chamber |

in their létter of the 14th Beptember. i
8, Subject to the two essential condifions ‘above adverted to, vz, that &

| 'varying seignorage shall be imposed upon gilver, and that whatevengold coin

. may bd adopted shall be declared a legal tender, it appears to me ‘that thére
will be no serious diffiulty in- introducing s gold currency by one of the
* Bollowing methods :— Bt | .

i Eiﬁhe:-'hy declaring the Buglish sud Anstralian Sovereign and Half-Sovereign fo be &
| legal tender'at 10 and 5 Rupess, respectively, abolishing the seignorage on gold and raising
‘that on silver by suoh & varying percentage as may, from time to time, be requisite so t0

. of gold and 1fs delivery al the Mints, for coinage. ‘
al ~Or by ooining pld’ piecea more }\early eqpivalent t_ol 10 and 5 Rupees atbho pregent
‘yalue of silvar, providing ai_s the same time for the imposition of a varying seignorage on the

9. The first of these measures has been recently advocated by three officers

of congiderable experignge in enrrency questions, Colonel J. T, Smith, forme
erly Miot Master at Madpas and Caleuntta suceessively, and Colonels Hyde

“and Ballard, the present Mint Masters at Calcatta and Bombay, 1b has the
 great practical eonvenience of introducing inta India the edin which is in use

in those countries with which India has its most intimate relations, One obs

sontion to it is, as Major Chesney remarks in his recent work on Indian

. Polity, that it would cause a rise in the value of the silver coinage and a cope=
' gequent fall of prices; and that the holders of the existing silver currency
| would benefit at the expense of the general community by the amount of tha
 geigmorage imposed on the new sil ver currency. The exchangeable value of
the Rupee would certainly be raised by the enhancement of the seignorage,
* and prices would fall in proportion ; but the fall, as Colonel Ballard shows,
would be very graduval, and would searcely be appreciable. It would be as
nothing in comaparison with the rise of prices which has taken place of late
years, Tt would probably be less than that which would be eaused by a.nj
great extension in the circulation of the paper currency, "

10. Another objection which I am aware has been advanced, and which,
though not expressly stated, was probably one of the objections in the minds
of the Bombay Chamber of Commerce when they designated the artificial
methods proposed for raising the value of the Rupee hy raising the geignorage
+ on the silver coinage as hardly less objectionable than an actual incregse to
' the intrinsic value of the Rupee, is based upon an idea that the mensure
would affect exchanges by raising the rate of exchange in the case of Bills
drawn in London upon India, and lowering it in the case of those drawn in
Todia upon London, According to the latest quotations the price of silver

“in Liondon was 60%d., while the Secretary of State’s and Mercantile Billg wero

welling for ls. 11284, per Rupee. Now the Rupee contains silver worth onl

15, 10§4., when the price of that metal is 6()4d., and it follows that Bills 0?1‘
India were selling in London for some four per cent, more than their eqnie
valent of bullion. The difference is accounted forin a great measurelby

" ‘adjust the relative exchangeable value of the two soinages #s to encourage the importation :
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wssuraing that the purchasers of the Bills took into consideration the cost of
gsending out bullion, about two per cent., and the seignorage of fwo per conts
now charged at the Indians Mints for the mintage of silver. It thus appears
that the effect of seignorage on silver, so long as that metal continnes to be
the measure of value, and so long as the Rupee is the money of ascount, ie to
enhance the cost of remitting money to this country, and that if the present
seignorage on silver of two per cent. were raised 0 six per cent., which
would be necessary in order to admit of the Sovereign being brought into
circulation af the exchangeable value of Rupees 10, the price of Billson
India would be raised also by 4 per cent., or 2, 044. per Rupee when silver ig *
6044, per ounce, a serious consideration 8o long as the balance of trade contin-
ues to be in favour of India, if the effecti adverted to were likely to bhe of
lengthened or indeed of any duration; but those who advance this objection
would seem to bave overlooked the faect that, so :soon as the Sovereign had
taken that place in the ecurrency which the advocates of its introduetion
desire to obtain for it, it would become the real standard of value, even
though the Rupee like the ¥ranc in France continued fo be the money of
account, Thus, supposing the Sovereign to be a current coin in India
at the éxchangeable value of 10 Rupees, and that there were no seign.
- orage on the coinage of Sovereigns, a merchant in London having to
yemit the sum of Rs, 10,000 to Madras, would make his remittance not in
terms of Rupees, but in terms of Sovereigns, either by remitting 1,000
Sovereigns or bullion of that value, or by obtaining a Bill of Exchange for
that sum, and in the latter case the rate of eschange would he determined
mainly by the cost of remitting specie or bullion. The remittance would be’
made in terms of Sovereigns,but 1f the Rupee were the money of account, it
would be entered in the accounts of the person who reesived it as a remittance

of g, 10,000, as he could at any moment exebange the 1,000 Sovereigns for

" Ra. 10,000,%
11. Another objection which has been advanced, though it is not urged

in the papers now before us, and which I may remark would apply with equal
foree to the introduction of the Sovereign into the Indian ecurrency on any

# Sinoe the above was written Ihave geen an artidle in bhe Money Markot Review, dated the
2ith October lust, pages 3585 and 386, the following extract from which seems to sapport the
theory whieh I have heve ventured to advance. .

“ 1f the Sovereign be declared Jogal tenderat E10, an arbitrated par of exchange betweon
Tudin and Bogland will be establizshed that will not fluotuate with the rise and fall of silver
bullion in the London market, and thereby the intricncien of commeroial exohange between the
fivo countries, created by bankers and bullion dealers only for their manifest ndvantage, will be
avoided ; for the par of oxchange will maiuly depend upon freight, insurance and brokerage, which,
being onne settlod, will continue fixed for long periods, at & rate betwoen thres and two per cent.,
or lese, according as England or Ausiralis may export the Sovereign to Indis, ’ _

“Mhe following fable shows the net arbitrated par of exchange that will thue be eztablished
if the Sovereign be made a legal tender at BI0in India, and, instead of the exehange with

Judia heing quotied at the uninfelligible rates of so many shillings, pence and eighths ger Rupee, .
bills on Inﬁia. ceuld be sold at o discount varyiog from two to three per cent, which i easily
understood by all and could be readily calculated witheut the aid of cumbersome tables of

oxchange =

Charges at Arbitrated par of . Arbitrated par of
per cenb, Exchuugo per Exchanga at
. Rupas, Discount of
2 241483 1'96
24 24°60 243

3 2473 2:93
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. Yerms, and still more to' the adoption of an international coinage, which of
late years has been advocated in Europe, is the alleged risk of "a nudden and
Jarge demand for Sovercigus, for exportation from England to India, on the
ocension of a monetary crisis in the latter country. It is argued that, in case
of u pressing demand for coin, Sovereigns might be' ex ported from Engla_..nd
to India in preforence to bullion with the view of avoiding the delay which
the process of assaying the bullion necessarily involves, and to such an extent
as to eause serious inconvenience to the English public. The contingency 8
one - which, doubtless, ought to be consideerd; but itis difficult to suppose™
that it ean have been altogether overlooked by those who have recommended

' the Sovereigns as the standard of value for India, or by those who have
advocated the introduction of a nniversal currency to be adopted by all the
nations of the eivilized world, 1t is, I imagine, one of those cases in which
the probable and almost certain conveniences of the course recommended more
than counterbalance any possible inconvenicnces that might oceasionally arise.

12. The.only objection to the plan of adopting a distinet gold coin for
India is that it would postpone, for an indefinive period, the extension to
India of the convenience of having a gold coinage similar to that which is

" gaid to form half the gold coinage of the world, and which is the coinage in
use in those countries with which India is most intimately conunected in its
commercial and political relations. :

_ 13. ‘The objeetion to the introduction of the Sovereign as a standard of
~ value at any rate, other than ten Rupees, is the confusion it would ecause in
accounts, This objeetion is adverted to in the letters from the two Chambers’

‘of Commerce, and 16 appears to be geverally shared in by mercantile men,
Since. these papers came before me, a resolution bas appeared in the Gazetée of
India, intimating that Sovereigns will, until further notice, be received into,
and paid out of, the public treasuries at Rs, 10-4-0 ; but at the present price

- of silver it is difficult to congeive that this measure will be wore snceessful
‘than that adopted in 1864,

14. Reverting to the two questions propounded by the Government of
India, I think that in reply to the first it may be safely asserted that
Rs, 10-8-0 is the lowest rate, which, at the present price of silver'and with
the present rate of seignorage, would bring Sovereigns into cireulation ; but
it appears to me to be very doubtful whether, even if this rate were adopted,
the measure would succeed, unless the coin were declared to be a legal tender.

15. In regard to the standard value at which the Rupee gold pieces
should be eoined, snpposing such coinage were resolved on, I think that, for
the reasons stated in Cdlonel Orr’s memorandum, the 10.Rupee gold pieces
ghould be of 120 grains, of which one-twelfth should be alloy, such additional
sgignorage being imposed on the coinage of silver as will encourage the
importers of bullion to import gold for coimage. =~

16, On the whole, however, I am disposed to think that to declare the
Sovereign a legal tender at ton Rupees, imposing at the same time such an
enhancement of the seignorage on silver as may be requisite to hring the
Sovereign into eirculation at that rate, is the best and most convenient
method of introducing a gold coinage that, under present circumstances, can
be devieed, \

e Ip the foregoing remarks I have not deemed it necessary to enter
into any discussion of the question whether a gold currency is really needed
to meetb the moretary requirements of India, That sucha CUITency 13 a greab



‘desideratum is now admitted almost universally ; and, this being so, { would i
observe that the present time, when the price of silver is comparatively low
~and its tendenay is apparently to fall, appears’ to be a peculiarly favourable
time for the intraduction of a gold curvency, for the comparative cheapness of
silver in relation to gold renders it much more easy than it otherwiso, would
be, o reduce the silver currency, by means of an enhanced seignorage on all
future coinages of silver, to the position of a subsidiary or token currendy, a
~ process which is absolately negessary, if geld is to take that place in the
* eurrency which appears to be desivable with reference to the increasing wealth
of the country. AN A '
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XVIIT,

"-_‘“_Fnom e GoverNueNt or INDIA, 10 TR SEcRETARY OF STATR ror Innia,

No, 333, pATED THE 238D Droryser 1468,

By our desj}atc.h No. 29 of the 22nd January 1867,' we submitted
‘copies of theaeport by the Commission appointed to enguire regarding the

curreney, both paper and metallic. We now desire to address you in respect

to that part of the subjeet which relates to gold.

.2, Tt will be in your recollection that by the notification of the 28rd

| November 1864 the Government of India engaged that covereigns and half-
sovereigns shonld be received at the public treasuries as the equivalent of 10
and b rupees respectively, until further notice. The declared object of this
was that * the circulation of British and Australian sovereigns in all parts of
~Britigh India should be encouraged and facilitated.” :

8. In his despatch of the 26th September 1884 on this subject, the
‘Becretary of State remarked that there was ““no objection to reverting to a
‘gtatie of matters which prevailed in India for many years , namely, that gold
reoin should be received into the public treasnries ai a rate to be fised by
‘Government and publicly announced by proclamation,”

4, Farther on he laid it down that - |
“tho question a8 vegards the introduction of the sovereign into circulation at the rato of
Rs. 10 mnst depend on whether it would be worth the while of any person having a pay-

| ment to make to carry gold to a mint to be coined into sovereigns, or to import sovereigns, |

in ¢rder that he may have the power of paying a sovereign in discharge of a‘debt which he
‘may eqnally discharge with ten silver rupees. It is not probable that at the present relative
~ value of gold and silver, any one would incurthe loss which such a proceeding wonld involve,

L S y ®  Whether it wonld do 8o, and ‘to what extent, can ounly: be determined by
“experience. ) '

observed e

b, Further again, in referencs’ to the. notification above alluded to; he

1% wii].... as far as it goos, facilitate the use of the sovereign and halfssovereigu in afl '

arta of Tndin; it will pave the way for'the zold coi i i
i ‘giﬁmately i Bl a&mabla 5 'in{"rodnea iﬁ’s‘? of a gold toinage, in whatever shape it may
| 8, Before proceeding further, we would observe, in reference to the
extrach lagy quoted, that, in fact, India had never been without a zold coinage :
that such coinage had been put on a legal footing by Act XVII of 1835,
which law had never ceased to be acted upon in respect to the ecoining of gold,
as shown by the Caleutta Mint return for each year up to the present time.
7, In the first instance, some measure of temporary success followed the
igsua of the notification above referred to, and ahout 500,000 sovereigns were
received into the treasuries. ‘This was, doubtless, owing to the then peculiar
state of the exchanges. Of the above amount, s large portion was readily
taken out by the publie. A portion, however, remained on the hands of
Government, and that was remitted to England with a fairly advantageous
result.  Bince that time, however (1864-65), the presenting of sovereigns has
~almost entirely ceased. The notification has had no effect for some time past
And in the opinion of the best informed authorities it was likely, excepig
- under very exceptional circumstances, to remain inoperative, i
. 8 The cause of this i, ag wo certainly believe, that in the notification
/the amount of 10 rupees offered as equivalent for the sovereign is not genevall
- suflicient to attract sovereigns, inasmuch as the above rate is somewhat belog
the market value and the intrinsic value of the sovereign. It is, therefore
858°F, & C. D. i
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manifest that if any effoct is to be g'i#en to the principle sanctioned bjr the

Secretary of State in 1864, a rate soxaewhat above 10 rupees must bé offored.

This necessity, was, indeed, predicted in 1864 by several authoriticsin this
country, 8ir William Manstield among them. The same conclusion was
clearly pointed to by the facts and considerations forwarded with the Seore-
tavy of State’s despatoh in 1864. And this view was further enforced by the
Currency Commigsion in 1866, 1In short, the objeet which the Seoretary of
State desired to attain has not been attained, because the profiered rate was
too low. '’ /

' 9. There is also another cogent reason for revising the rate of the noi-:
fication. By the Act (XVII of 1835) the standard and the eonditions for
coining gold pieces as equivalent for 15, 10 and 6 rupees are fixed. Accord-
ing to that standard, a 10-rupee gold piece has 120 grains, including alloy ;
whereas a sovereign has 1231 grains and would be worth not Ra. 10, but
Rs. 10 and annas 4, as nearly as possible. This standard, too, is found to be
a true and correct one ; it has been for many years, and continues to be, fixed
by a law which ig still in operation. Now there is & manifest difficulty in
~ maintaining a rate such as that in the notification of November 1864, which
makes an official deduetion from the proper valne of the sovereign of 2} per
cent,, which places the sovereign at a disadvantage as compared with the
British Indian gold pieces, which makes an unnecessary distinction between

British and British Indian gold coing to the prejudice of the British ecoing,

and which is at variance with a standard fixed by law in India. 1t is thus

- not only very desirable, but necessary, to rectify the official value'of the

sovereign, 80 far as the public treasuries are concerned, and to place it on a
footing of equality, as regards relative value, with the gold pieces established
‘in India by Act X VII of 1885, ' :

10. In the concluding part of the Secretary of State’s despatch of Sep-
tember 1864, a hope was expressed that the receipt of sovereigng at the
public treasuries at a rate to be fixed by Government would ¢ establish a
preference in favour of the sovereign.” Manifestly, it was intended that the
govereign should have ab least a full measure of justice, Experience now
proves that in order to do it justice, a rate somewhat in excess of 10 rupees
must be offered, :

11. Liooking, then, to all these comsiderations, to the recommendations
of the Currensy Commission, to the opinions of those anthorities who have

been consulted, and especially to the opinion of the:able and experienced

Seoretary of the Bank of Bengal (a copy of whish is herewith forwarded), we
have determined to offer to receive sovereigns at the public treasuries as the
equivalent of 10 rupees and 4 annas, and we have notified the same acoord-

ingly.

Secretary of State’s despatoh of September 1864, and in the minute by Mg,
Arbuthnot forwarded at the same time, point to & higher rate even than 10
rupees 4 annas, It hasalso been remembered that for some time the current
market price of gold has been higher than the last-named rate. If, then, it
should appear at first sight that a Ligher rate than 10 rupees 4 annas should
be offered, we wonld observe that intrinsically it is sufficient ; that it is as
much as could prudently and safely be offered ; that sovercigns received at
this rating could, sooner or later, be certainly (hspose:d of without loss to the
treasury ; that if a higher rate were offered, there might be difficulty some=

"12. We bear in mind that the facts and considerations adverted to in the

times in disposing of the sovereigns advantageously. On the other hand,

Q[

L '
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‘there is no probability of the revised notification remaining, lil.p‘- the former

‘one, a comparatively dead letter, Already some thousands of sovercigns at
 'the new rate have been received at the Calcutta Treasury, and more are
. expected to be paid in, : -'

125

18, Se¢ing that ‘the rate of 10 rapees 4 annas for the sovereign
. approximately corresponds with the standard fixed by law for the British
- Indian gold pieces; that the coinage of these pieces has been going on to
" considerable amounts year by year and is still proceeding ; that the quantity
of these coins taken by the public affords proof of theil undiminshed usefuluess
and popularity ;—we have determined to receive these pieces at the public .
freasuries at the valuation fixed by Act X VIT of 1835, and we have notified
‘aceordingly. Previously to 1862 these eoins used to be received at the public
treasuries. In that year this practice was discontinued by the order of the
Government of India, consideration having been had to the possibility of an
_excessive influx of gold from Australia,” That apprehension bas now, of
course, passed away. It is thus plain that these pieces may be received at
 the treasiies without loss to the State and with much convenience to the
. people,  Notwithstanding the disadvantage of not Leing receivable af -the
freasuries, these pieces bave, during the period which has elapsed since 1852,
been eoined at the Caleutta Mint to the value of upwards of one million ster-
. ling, For this coinage the gold was almost entirely received from the publie,
.+ and the eoins are believed for the most part to have been sent up-country.
' We shall continue, of eourse, according to the law, to coin in this way all
gold bullion or specie that may be presented for coinage, .
14, 1t will be for the Finanecial Department to determine from time to
' time what should be done with any saperfluity of sovervigns which might
possibly accrue, namely, whether to coin them into Indian pieces or to remit
them to England, when such an operation might be favomrable with regard to
the state of exchangeés. . : d -
16, 1t will be for experience to determine whether sovereigns will take
a place as eurrent coing, the sovereigns not being the exact multiple of the
rupee, or whether, as is most probable, the Indian coins will be preferred.
‘Should the former turn out to be the case, then sovercigns will be taken out
of the treasuries as freely ag they are paid in at the rate stated in the revised
notification. 1If, on the other hand, the sovereigns are not taken out, the
public have an immediate remedy, as referred to above, namely, in turning
them into Indian gold pieces. «1f the latter resalt should come about, jthere
would be proof of the impossibility of successfully applying the sovercign to
currency purposes in India, _ | |
16, Heretofore, however, only 16-rupee pieces bave been eoined, although
the law authorises the coinage of 10 and b-rupee pieces. We propose to
make early arrangements for the coining, according to law, of 10 and 5 as
well as of 15.rupee piecces. _ A
17. Wae append copy of onr recent notification above alluded to.
18, In conglusion, we hope it will be understood that we have steadily
kept in view the advantage of nltimately making gold a legal tender,
19, On a. ecareful retrospect of the whole case, we apprehend that
. experience ghows that what may be termed artificial difficulties have arisen,
first, from thd prohibition to receive gold at the treasuries in 1852, After
that 1t was attempted in 1864 to cause the sovereigns to pass at a rate which
experience shows to be less than the coin is worth, What is now being done
is experimental and tontative, in order that we may become sure of the fact



as to the refative value -q'f g-dld -aﬁ&_'gilver_. in Indi‘a before we mike the '
“attempt to stereotype the results by a law and commit ourselves finally to the

legal ‘tender of gold, It is our belief, howeyer, that the time is not far
distant when such g law may be passed. And that the desire for such’ a law
is very general throughout India was proved by the evidence taken before the

Currency Commission, and has been further corroborated by all the inform-

ation which hag suhsequently reached us. : AL Al

20, Our honourable colleague Mr, John Strachey does not coneur in tha
substance of this despately, - The Minute which may be recorded by him'on
_the subjeet will be subsequently forwarded. ' '

o




| Mixure 8y viep Hon'sts Jony Stracmey, patep 30tH Jawuary 1869,

R \Tn the last paragraph of the despatch fo the Secretary of State, dated the.
0 98rd December 1568, on the subject of a'gold currency, 1t was stated that
I did not concur in the conclusions arrived at by the majoriby of the Council,
and that the reagons for my dissent would be subsequently recorded.
L In October last T objected to the issue of the notification, by which it was
. deelared that Soversigns wonld be received at the Indian treasuries in pay=
| et of sums due to the Government, at the rate of Rs. 10-4-0 each. The

Minute which I then swrote was aceidentally mislaid, and I now wish again. |~

o state the grounds upon which my conclusions were founded, and which |
lod me to disagree with the despatch of the 23rd December, to the Secrefary

o ey Ui |
. 2 From Sir Richard Temple’s Minute of the bth June 1868 it appeared
. that the main object which he had in view was to carry out Sir Uharles

Trevelyan’s idea of making the Soveteign a subsidiary part of the Indian
currency. 'The notification issued by the Government of India in November
1864 declared that it was expedient “that the eirenlation of British and
(L Australian Sovereigns in all parts of British India and its dependencies
" should be encouraged and facilitated,’” and it was ordered that Sovereigns
~ and Half-Sovereigns should bo received in all the Indian treasuries as the
‘equivalents of Re. 10 and 5, respectively. It was stated by Sir Richard
Temple that this notification had remained almost inoperative, because the rate
| at which the Soversign was valued was too low, and he proposed in his
. Minute of the 5th June 1868 to revise that valuation. The revision was
1 actually made By the notification of the 28th October 1868, .

.8, Iobjected to the issue of thaf notification, because it scemed fo me
. elear that it could have no effect in bringing abont the end at which the Gov-

' ernment avowedly aimed,—the circulation of Sovereigns in India as money.
. If the rate fixed by the Government gives a value o the Saversign above
' ibs actual market value in relation fo silver, Sovereigns will be imported and
will be paid into the treasuries. Buf in thig event the Government will be
unable to re-issue them, and they can never come into eireulation. :

. If, on the other ‘hand, the rate fixed by the Government be oo low, ac

. Bovereigns will flow into the treastries, and there will be none to issue. ;
4, If it were possible to fix precisely a rate which would represent the

swesent relative value of the Sovereign and Rupee, then it might be anticipated

fhat,,.!ifi long as that value remained unaltered, Sovereigns might come into

. oirenlation and remain in eiroulation, But as it is not proposed to make the

© Soyvereign a legal tender, it would have only a bullion value; and as theory

" and exporience alike show, this value must constantly fluctuate. Any Buctuas

tion in the value of the Sovereign above or below the rate fixed by the

(overnment, exceeding a cortain small margin, mnst necessarily lead; on the

b ' one hand, to the withdrawal of the coins from circulation, or, on the. other

/' hand, bo their acoumulation in the freasuries, _ i
'\ Exactly the same conclusion will apply to all other gold coing, *whether
+  they he coined under the law actually in force in India or not; unless they be



~ made a legal tender, and unless ot the same time they be so rated in relation
to the silver cvin s to prevent their Leing sold as bullion; they cannot yemain
permanently in civeulation. ' No coin that ie nob a legal tender can have svy
other character than that of an article of ordinary merchandize, nor, indeed,
even if it be made a legal tender, will it lose thaf character. If the currency

cousist of coing of two metals; nothing can prevent; the eventual digappearance

of one of them, unless some system of a subsidiary token coinage, like the

silver coinage of England, bé adopled. i R

5. "Although the notification of the 28th October 1868 declares the pri-
mary object of the Government to be the introduction of the Sovereign into
the Indian Currency, it appears from Sir R. Temple’s Minute of the 5th Juns
1868, and from the degpatch of the 28rd December fo the Becretary of Stat,
that the real intention is to obtain by this means gold for the coinage of new -
gold pieces under Act X VIL of 1835, ; :

_ "

6. Fven if it be admitted (which T am very far from admitting) that gold .
can be'obtained by such means, and that this is the best way of obtaining 1it,
and that such new gold pieces could at the present time be coined to a large

amonnt without loss to the Grovernment, it seems to me certain, for the reasonsg *
 already gtated, that these coins, not having been declared a legal tender, either
~ could not come into circulation,, or could nof remain in circulation, But if the
_ first condition of making the coins u legal tender were complied with, would it
4 really be possible to keep gold piecés coined under the Indian Act of 1835 in
: ocirculation ¥ I believe that this would eertainly be impossible, because the
second condition that the gold and silyer coins must be properly mted in relas

" tion to each other would not be fulfilled. e -

¢ 7. The proposition to coin gold under Act XVII of 1835 wag, I believe,
first made by His Excellency Sir William Mansfield in his well-known and
valuable Minute of March 1864. . o _

" His Excelleney showed that the market value of gold in India previously
to the gold discoveries had been considerably higher than the value assigned
by the Act of 1835. # He stated that the value of silver under fhat Act is
bs, 2id. the ounce. ¢« My, Wilson ” (His Excellency observed) ¢ estimated
tha value of gilver, and donbtless with correctness, to have been about 4. 11d.
prior to the gold discoveries.” At this price the Sovereign is worth very nearly,
Rs. 11, the British Gold Mobur struck fo represent Rs. 15 leing on -such
terms worth more than Rs. 16. Consequently, the Indian Act of 18385 de-
olared silver to be worth 314. perounce more than it really was, as interpreted
in the price of gold by the public.” His Excellency went on fo show that
the price of gilver had subsequently risen. = Ciroumstances,”’ he said, ‘¢ have
combined to establish the price of silverat about 53, 2. At thig present date
(March 1864) it is indeed higher, it having reached 5s, 2%d., or closely to the
price indicated by the Act of 1835, with respect fo the value of the British
Gold Mohur of Rs. 16, after allowing for mint charges  * ' «*, that is to say,
the Rupee has come to have nearly the value in gold which was formerly, but

“erroncously, attributed ‘to it., This being so, we are perhaps relieved from a
 wery difficult and respousible duty. We are saved from entering intg a caleus
lation with an intention of re-adjusting the legal equivalents of gold and gilver
in India, T# appears that we may simply take ’the basis laid down in the Ack
of 1885 as we find it, and leave it entirely undistarbed so far ag this wver
important part of the question of introducing the legal tender is concerned.”’



s gnters into the éurrencies of the vast regions eastward of the Cape o
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G ‘Excellency added that it might perhaps be nrged that the price of silver
. was then exceptionally hizh, and that it could not be maintained, and that

G

- the value agsigned by the Actof 1885 would be found still to exclude gold as |

thought it probable thatsthe higher prices of silyer would be maintained, but

" tion of bhe day seriously to enterfain the quesfion of resadjushing the legal
| ¢quivalents.”’ e '

* A similar recormmendation fo that made by His Hxcelloncy Sir William
Mangtield in 1864 was repeated in October 1866 by the Commission appointed
;o ingnire into the cperation of Act X.IX of 1861, of which Fis Hixeellency
was President. ' *¢ The Commission,”” it was stated, *“ would draw atteation
| o the fact that the price of the Gold Mohur or Government piece of Rs. 15,
as fixed by Act XVII of 1835, is, as nearly ag possible, the average market
rate of the price of coined gold of the present day. That price, as sanctioned
by law in 1835, seems to be the legitimate basis on which to found gold

ks egal tender coinage for India, consisting of pieces of Ra, 10 and 5, re-

Spectively, the 10-Rupee pieces having the weight of 120 grains, and the 5.
R_,up'ee pieces 60 grains Troy.” | gt R

8. L have referred at some length to the views of His Excellency Sir
Williamn  Mansfield, because; in the absence of any distinet stateraent  of the

" ressous which have led Sir Richard Temple to his present conclusions, I Pre=

#ume  that the opinions expressed by His Excellency in 1864, and which Were
/' tepeated by the Commission of 1868, are those on which the late nmeasures
have been baged, = -
. 9. The real question now before us is whether the rating of the valuo,of
- gold and silver under Act X VII of 1835 is a proper rating to accept for a new
Tndian gold coinage which shall have a reasonable prospect of remaining
L gmety TR i i :
. .There can be no doubt that gold is and hag been relatively ¢heaper in
: Inéﬁa, a8 compared with silver, than it is in London. The reasons for this
fact have been stated by Mr. Arbuthnot in his ¢ Notes on Bir Charles
% Dated Treasury, Whitehall, 16th Trevelyan’s Minute on a Gold Currency for

L /it had dove formerly,  His Excellency did not share this apiprehension,  He

- said that if it should be found after a few years that the rates laid down in
. the Act were too favourable to silver, ‘it would then be for the administtae

" September 1854, India® »* most olearly and exhanstively,

,'For_-_fadili'ty of reference I shall quote them at some length i

“On what ground, them, is it supposed that the éaneral law s inapplicable to India, and

in what way are we to socount for the undoubted faot that gold is velatively cheaper in

India, as corapaved with silyer, than in London P

“Mhe apparent nhmialy i8 owing to the excaptional posi’ﬁion w‘hich_ India hold's, aﬁd Jis

ensily accounted for.

" Bilver is%the standard and the regalator of prices in India. to the entive exolmsion of
gold ‘as a mensure of value. = It'ia so generally in the Rast. Eixcept in the comparativel
small communities of Ceylon, Manritins, and Manilla, and dc-.nbt-fullfy in Japan, gold hardly

the ¢ agf ) _ Good Hope and northe
ward of Australia, It follows th'at 1t is comparatively depreciated thers when weasured b
the wilver money of those regions, The material of vhat monsy, purchased with gold in
Tiondon, must bear the charges of freight, insuranos, interest and mintage, amounting in
India-to B3 per cent, (as correctly shown in Mr, Dunlop’s paper), bafore it oan be hrought

i ' e L
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duto eiraiﬂatfién in Todia.  TIt1s by ti;%i's_ Sii”u".e’i in_eus-nr-e of valae, thuy enhanced -in-p'ri&é,' It['ﬁé't ;

tho cost of the Australisn Sovereizn ig estimoated in Sir Charles Trevelyan's Minute.

# Remoye the impediment to the sonourrent cirulation of gold with silyer, and the eanse

of this difference of yalue betwoen the two metals in the Wash and the Eagt will disappear.
The tendency, at leist, must be te o equalization of the gengral rates of the bullion market
in both quarters. Tt is therefoie the price of silver in Liondon, snd not the price at which
Hovereigns oan bo laid down at Caloutta from Australia, as estimated in present currency of
Tpdia, which shonld be vegarded as the point for consideration in this mativr. !

¢ And this condtitutes the main diffeulty in devising any meisure for the intreduction
of & Gold Currency into Indin. Hxpovience is wanting for a guide. During bhe firet half
of the present gentury there was little variation in the comparativa value of gold and
gilver, L'he normul price of silver of Hritish standard in London wis about 602. thoounce.

The new discoveries of gold disturbad this relation, and the price of silver has of late years

been subjech to g0 much flustnation that it would be difficnlt now to fix an average for the
soncurrent cirenlation of voing of fhe two metals, But this is not all. Altbough the ultis
mate value of gold and silver must, as before observed, be derived from ‘the value of the
labonr employel in their produstion, their immediate price is governed by the law of sapply
and demand foan ectent nud sowetimes for & prolonged period of time excseding that whieh
‘applies te other sommodities. The price of standurd silver in London bas been mainly
infinenced of late years by the pbnormal requirements for India, When the demand for
transmission of silver thither has been greab, the price in Liondon 'has risen 3 when it lLas
tomporarily ceased, it has Fallsn—on one oocasion even to an extent which touched the point
wt which it would have been profitable to send silver to Frauce. Any measure, thervefore,
which would lgad to the practical ewployment of gold in preferance to - silver in the
eurrency of India would cuuse n cassation in this demand, and lead to & re-action in the
apward teadency which has of Jate provailed in its price as compated with gold.”

10. I think shat Mr. Arbuthnot has in this passage summed up almost
everything of importance that can be gaid mpon the subject. LE we intro<

‘duce a Gold Curreney into India, the relative prices of gold and silver in the:

Tndian markets will become approximately the same as the prices that obtain

in Burope. It the conditions under which the two metals are used in‘ India
‘be assimilated to those under which they are wsed in Burope, the relative

value of the two metals in the two quarters of the world ceanngt remain
gonsibly different’ the dquantities of the precions metals in  Europe, hoth in
ackual use and from time bo time -coming info the market, are likely to be so

.much larger than the corresponding quantities in JIadia that the Ewopean

standard of relative value will be thatto which the Tndian values must
constantly tend. jia

Tt seems, therefors, clear that mo gold coins. could be struck in India

with a reasonable expectation that they would remain for any oimsiderable
time in cireulation, unless their intrinsic value we

velative value of gold and silver in Hurope.

31, Itisetated in paragraph 4 of thelate despateh to bhe Sesretary. of
State that the standard laid down in Act XVII of 1835 for defermining

this relative valpe “*is found to be a fruzand correct one; it has heen for

many years, aud conbinues fo be fixed by a law which is still in operation,”™

Again, in paragraph 12 of »the despateh, it is said, with regard to'the
value of Rs. 10-4.0 which has been assigned to the Sovereign, that “ intrinsis
eally it is sufficient,”” thab ““it is as much ag could prudently and safely be

coffered,’’ and that “éhera is no probability of the revised notification re-

maining, like the former one, a comparatively dead letter,””

Now, if these stabements be correct, my own views must be altogefher.

wrong. 'The question ab issue is not one of opinion ; it is a simple question

re regulated by the average



of facﬁ -'I!he"‘..__question s whether the relative value -“9#-.i%néd to goldrand
/Wilverin the Act of 1835 is or is not correct at the present ‘time, whether it
nas been correet in the past, and whether there are reasonable grounds for

e - supposing thati i6 will be correct in the future. *

' port of Commission fo.inguire into the

1 12 Aot X'VIX of 1885 assumes that the value of gold and silyer is as 15
By D 1 uehnt Ehak astbing to 1. 'lt{e ‘v'{-xl_uf: given t“,,fl“ilﬂu“c-(‘ ofbsdv:e;

1 oz of siandard gold to be equiva- by the Act is us..zﬁ. d. the number o

dont fo £ 8.17-104, 1 ae, of standard  prains of fine gold in a 10-Ropee gold piece

i silver iﬂ, according to the Aoty worth u“dt‘l‘ th'e A('-t 14 110. The Vﬂ:ll‘le or a SOV"
- one-fifteanth part of that gaw, or : g S A Ty f
62:3d, | eveign conbaining 113:002 "graing  of fine

e i gold, expressed in relation fto the quantity of
silver in the Rupee, is, according to the Act, Re, 10-4-4,

. Now there ean be no doubt that, shortly before His Excellency Hir
Willianr Mansfield wrote his Minute in March 1864, the market prices of
i ' ' i silver actually prevailing in London closely
approximated to those assigned by the Act
operation of Act X1X of 1861, of 1885, In ' January 1864 the London
GRS I price was bs. 28d.y It is also true that in
- June 1866, a few months before the sabmission of the Report of the Coms-
wmission fo inquire into the operation of Act XIX of 1861, the price of silver
-in Liondon was bs. 244,  Lf these had heen the prices which have commonly
prevailed, the eonclusion stated in the passage which I bave just quoted from
tihe late despateh  to the Secrebary of State would have been fully justitied,
dut  unfortunately  these high prices of silver have been altogether
excepbional, :

4 See tables at p- _'ltri,-_vﬁl_ 11—Re-

18, Tinvite attention to ‘the tables showing the average prices of silver
R ; fora long series of years, published in the
$.Vol. 11, PR lii to lyi. Appendix to the Report of the Commission to
i Ml . 'which T have just referred.i These tables
L BhOW-ﬁhat_._'fot the 25 years ‘between 1819 and 1848 the average pri;]e of
‘standard silver in London was 4s, 1138 d. per ounce, and that the average
- value of gold to silver was 1 to 16804, " . : Al Wl
In the 22 years between 1844 and 1865 the average price of silver was

. ba. 034, and the valne of gold to silver was 1 to 15358,

In uo single year sinco 1820 has the average relative price of silver in

e “ London heen as high as the price assigned by the Act of 1885 ; and it will'be

seen from the tables that it has' ‘only been on the most rare cceasions that
Buch prices have been oucasionally touched. = Since the Report of the Com-
mission of 1866 was submitted, the average price of silver has shown a ten-
.. deney rather to fall than to rise. Since July 1866 the price has never gone
‘above bs, 1d. During the whole of last year it was about &g, 04d.  The
< recent stoppage of the Bills of the Sccretary of State on the Government of
- Andia appears to have caused an increased demand for silver in London for
remittances, and a small rise in the price of silver has taken place, the last
. quotations being bs. 03d. to Hs. 0%d. '

14, The Financial Department has been good enough to furnish me with
théﬁfonowing bable. The figures illnstrate, T think, in' the most foreikle
' i g 30



manner the
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15, 1f the conolusion alrea&y stated he correct, that sup

posing serious

~ measures to be taken for introducing a Gold Currency into India, the relative
rices of gold and silver will approximate to those which obtain in Fuarope.

1 think that the foregoing figures show that it is impossible for the
Grovernment to coin gold pieces to a large extent, which sball bea legal tender,
at the rates laid down in Act XVII of 1835, _ |
of silver in London according to the last quotations, 5s. 0.  According to
'this rate the actual relative value of gold and silver is, in Liondon, 15°62 to 1;
according bo the Act it is 15 ta ). According fo the actual market rate in
London 10 Rupees in silver are equivalent to 10976 grains of gold ; ace
cording to the Act they are equivalent to 110 grains. ~According to the

market rate a Sovereign is worth in London the quantity of silver contained

Take, for éxample, the price

in Rs. 10-10-1 ; according to the Act it is worth Rs, 10-4-4.

Liyen if it could be admitted that, in consequence of the present depre-
eiation in the value of gold in India, pieces of 10, contaiving 110 grains
of pure gold, can be cvined without loss to the Government—and this a3 I
shall hercafter show is not the case—it is clear that any increase in the value
of gold would lead at once tothe demonctization of the gold pieces, Now

the introduction of a gold coinage must necessarily caus

g an increage in the

demand for gold, and a- reduction in the demand for silver, and therefore a

L)

| Hquivalent in -
\pence of & Rupee

'



LU pieces remaining in cirenlation af the value which had been p

as

gvaual rige in the value of gold and = fall in tho value of gilver ; there
© would thlis be a permanent and an increasing tendency to vevant the goid
Il;ced upon them,

16. I am aware that it has been argued that gold might be wtroduced

into India, directly from Australia, at a chesper rate than from England, and

' ihat Tudia night consequently hope to obtain its gold at & price which would

-

v adwit of a relative rating of gold and silver such as that fized by Aet XVII

of 1835, But it must be remembered that the pecessary tendency of trade:

is to seek for the'largest possible profity and thab the reduction of price whieh
would be made by the owner of Australian gold would never go beyond the

(48

amount which would just suffice to underbid the London seller in the Indian

' market, Tt would, therefore, still be true that the prices of Europe would
repulate those of India, and that there would be a constant tendency towards

. an assimilation of the relative values of gold and silver in  lndia and in
]Iiﬂurp'pe, althongh possibly gold might be, to some sranll extent, ocheaperin
India. ' '

17: T must now refer to the question of the economic possibility of coin« -

B ;

| tion of the notification of October last.

That rotification offers Rs, 10-4-0 for a Sovereign. « The current market
value of the Sovereign ig quoted at Rs. 10-4.0 to Rs. 10-6-0," I understand

ing oold pieces nuder Ack XVII of 1835 from gold obtained under the operas

that, as a fact, Sovereigns are not procarable at Rs. 10-4-0, ‘and  that the

* number received ungil now has beén inconsiderable.

Again, the present quotation of bar gold, 23 carats fine, is H15-8.0 per

' tolah, The equivalent cost of a full weight Sovereign would be Rs. 10-135-9,
| ‘50 that the bar gold would be about 1 per cent. cheaper than the Sovereign,
But in fact the Sovereigns received by the Government will not be full weight,
Cand T am informed that 1224 prains, which is the minimum legal weizht,

mush be taken to reyresent the average Sovereign received, From this aghin

- must be deducted the loss on the first melting of the Sovereigns,  which is
«ahout  per cent., making a tolal loss by deficient weight of 1 per cent., so that
 there would be a total relative loss on the coining of gold obtained from the

Sovereigns as compared to bar gold of about 2 per cent.

The caleulation of the acbual cost of coining new gold pieces é_hdws that;

~ including the minting charge, which is about 1 pef cent,, thece will be an
1 mbeelute loss of 142 per cent, on the conversion of Sovereigns ab 1225
. graing into Gold Mohurs of Rs, 15 at 180 grains, :

| On the whale it is plain that the Government cannot coin gold pisces
under Act X VII of 1835 from Sovereigns received under the notification of
. October, except at a cost to the State of 1§ per cent., and inasmuch as such

| gold pieces would necessarily bewithdrawn from cireulation immediately after

their issue, there would be a constantly recurring and entirely fruitless drain

~on the treasury in attempbing to carcy out the proposed measuies. My authors

ity for the tigures given in this pavagraph is the highest that could be,
‘quoted,— that of Colonel Hyde, the Mint Master in Calcutta, '

1 18. A few words may be said in regard to the quotations of the prices

of the various sorte of goldin the Indian markets. A comparigson of these

"one with another is sufficient to prove that they give but an indifferent

. _standard for estimating the trne value of gold. The price of pure gold during

| the 1ast month at’ Caleutta, determinad by the prices of English Sovereigns



.gebher obsolete. 1 think that the Jate measutes must be inoperative for any

a8y
N

paid for certain coins or déseriptions of gold, and do not supply what may
properly be designated a correct market value of gold bullion.. This ~is

.AELII-‘;%;I’HIFRI’;]‘I_ Sovere}gns, bar gold and Gold Mohurs, has varied ap migoh a8 2§
per cent,, and thie plainly shows that the quotations refer fto the sums to be

apnotber proof, if proof be needed, of tha imporsibility of regardine the present

markel price of crold as 4 test of its ultimate value in relation to silver, were
a Gold Curreney establiched, ' ] -

19, Tt is on these grounds that 1 object to the notification of October

last, and on which 1 donbt the nssihility of applying with any ogeful
effect the provisions of Act XVII of 1835 to the coinage of gold. 1 believe

that Act, g0 far as it declares the velative vilue of gold snd silver, to be alto-

uscfol purpore; X do not belfeve that they can in any way promote the objeds
of establishing a Gold Currency in India, and I fear that their practical effect
can only be to cause delay and to prevent (he acoomplishment of the objects
which are aimed at,

.20, There is one_other poiut connected with this part of the sibject
that it is now necessary to notice. In (he despatoh of the 23rd Degember,
1868, to the Beoretary of State, stress is laid on the fact that the coinage of
gold pieges nnder the Act of 4835 has been for many years actually going
on, Lt is stated that the “ coinage of these pisces hus been going ou to on=
siderable amonnts year by year and is still progeeding,” and  that the quantity

of these coins taken by the public affords proof of their undiminished akefulnoss

and popularity® * Ttis thus plain that these pieces may be received at the
treasuries without lose to the State, and wible much convenience to the people,
Notwithstanding the disadvantage of nob being receivable at the treasuvies,
these pieces have, during the period which has elapsed since 1852, been coined
af the Caloutta Mint to the value of upwards of one million sterling.”

I must express my inability to understand how these views cah have

been entertained. It is eerbainly true that gold coins coutinue t6  be struck

af the Indian Mints, but it is well known' that those coins hever corme
into circulation. In one sense ib is true that tho fact that the coins ave
struek s a proof that they are useful, But thisisa very partial staterent
of the facts, The gold. pieces thus coined have notoriously had a mere bullion
value, and almost the sole practical effect of furning the gold into eoin hus
been to give to the gold a certificate of weight and quality. There is no
gold coin now current in Inilia, and the gold piece of the nominal value of

-Rs. 15 coined under Act X VIT of 1835 varies in actual matket valne from

about Rs, 16-4-0 to Rs, 16, 1 have just ascertainel that, at the prosent time,
the average price in Caloutta is about R, 155-0, The pt)-‘»‘si'biliby_ of coining
under the Act of 1835 gold pieces which shall pass current at  their nemipal
value in the face of thege facte appears to me to he altogether out of the

guestion, 5 AT
21. A]thbugh it 18 not my duty to attempt to initiate measiires which
fall within the provinee of the Financial Department of the Government, I

< think fhat 1 may properly take this opportunity of stating briefly the

opinions which T myself hold in regard to the stéps which ought to be taken
to bring about the introduetion into India of a_Gold Currency, 1 shall

assume that this object is in itself d’lg'sira,bie, and T do not propose” to discuss

that part of the question,



6L

2%, For the reasons which Ihave already stated 1 assume that no gold
" eoin can pow be struck with a reasonable expectation that it will be retained
 in cireulation, unless two conditions ave fulfilled: fivsbly, the gold coin must
lie a Jegal tender, and, secondly, ite intrinsic value must be regulated
by the ayerage relative value which «gold bears to silver in the markets
.ogEuroye. | | AR L S ) i
Tt would be, I believe, very unwise to commence the coinage of gold
with the intention of regulating from time to time the intrinsic valve of the
.gold piece according to the varying value of gold in the Indian market. To
do this Would involye the necessity of gradually redueing the weight of the
gold coin, as its value rose with its enlarged use, and the effect of this on the
‘character of the coinage would be extremely objectionable., We ought to
U goin 1o gold pieces to %orm a portion of our eurreney, unless we can reason-
“ably expect that they will remain in circulation for a considerable time, say
for at least 10 or 15 years. _ el A0A
23. The result of coining gold pieces in 1ndia, the value of which was
regulated by the present average relative value of gold to siler in -Burope,
would apparently be as follows, Assuming this celative value to be 1545 to
1, and the value placed on silver to be bs, 1d. per oz, our 10-Rupee gold: piece
 would contain 106'76 grains of fine gold. [ give these figures only to show
 approximately the values whick 1 believe ought to be assumed for gold and
gilver, 'The exact figures to be adopted Wwould, of course, requice carefnl
eonsideration, : s : y ' i
- If we were now to coin gold pieces of thig deseription, we shonld, in
consequence of the present depreeia,tioq of the value of gold in India, be
! coining pieces the nominal value of which would be in excess of their actval
. * infringic value. Such coins could obviously not come nto wse, nnless they
were made legal tender, and if they were made a legal tender, we should have
 ereated a token Gold Currency, : _ :
I Lelieve that the proper course to adopt is to coin such pieces, making
' them, so far as the publljie 18 conicerned, a legal tender only up to a certain
TJimited amount, say RBs, 200, while they would be received by the Government
“without any such limit in payments dae to itself, The latter condition would
‘malke it impossible for the Goverument to foree into cirenlation an amount
of gold in excess of the real wants of the publie, and would prévent the
Governraent from profiting by the issue of a depreciated coinage,
- If the Government were not obliged to receive the gold coins withount
" limitation, and there were any over issue, the result would be that gold would
accumulate in the bands of traders and bankere, who would be foreed to
raceive the gold in swall payments made to them, but might bs anable te
disebarge their own debts w ibh it, in consequence of gold being a legal tender
| to a limited amount only. The condition that has been propesed would give '
- security against anything of this kind bappeniug, 'The power of the Goy-
ernment to issue gold being thus limited, all gold iu excess of the wants of
the community would flow back infto the Government treasuries; where it
would accumulate. Thus, the actual quanfity of gold remaining in cirenla.
~ pion might be expected to be just sufficient to supp! y the wants of the publie,

When by the gradually inereasing employment of 20ld in the cairency,
" and the eonsequent increase of demand, the market value of gold had tisen,
as 1 have already said it must do under such circumstances, and an  equalizas

186
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| .tion of the ralative values of __gbl'dfind silver in Burope and in Ind_-ia.'“ had been
* establighed, the time would have arrived for declaring gold to be the exclusive

standard, and for placing the silver currency in the subsidiary position «which
‘was formerly assigned to the gold, The process of chaunge in the currency
would go on withont disbarbance of valuee, and the final alteration of thei.

standard might be made without shock, : :
The process now proposed with regpect to the coinage of Indian gold
pieces is identically that which has been followed in respect to the subsi.

diary token silver coinage by the European powers which have adopfed the

franc monebary unit, under the Convention of the 23vd December 1865 ; and

the gold token currency of India would hold an analogous position to the

silver token ourrency of England., The Government would exclusively

regulate the coinage of gold, and the Mints would be open to the publie, as

at present, for the coinage of silver, _ i
24, Before coneluding this Minute I wish to gay & few words regarding
 what I may call the proposals of the Indian Mint Masters on the subject of

a gold coinage.® Colonel Bailard and Colonel Smith have proposed to pat a

heavy seignorage charge on the coinage of silver, whereby they expect that

the inducements to import silver for coinags will be diminished, anda

_ corresponding advantage given to the import and coining of gold, By this

mesns the value of the Rupee would be increased to sach an amount as would

make it equivalent to the tenth part of the pound sterling, and the English
Sovereign could thus, it is said, be made a portion of the Indian Carreney.

It may be admitted that the results thus eontemplated conld be obtained
by the means which have been suggested, though I doubt whether the seign-

orage named by Colonel Ballard would be sulficient, for L consider that he has |

ander-rated the value of gold.

This proposél not only provides for the introduetion into India of a Gold

Curréucy, but at the same time adopts the English ponund sterling as the
new unit of value, to suit which the value of the Rupee is to be altered,

9%, For my own part' I consider that the present time is poculiarly ine
appropriate for proposals having in view such a change in the Indian mone-
tavy standard as shall assimilate it to the pound sterling, 1In the diseussions
which have lately been going on regarding an international coinage, I

believe that no authority of any considerable weight has seriously looked to

the adoption of the pound sterling as a practical means of obtaining a
common unit, : | il

If & gold eoinage is now to be introduced into India, T think that there
can be no doubt that it should be based on the Rupeo unit, b

28, The essence of the Mint Masters’ scheme is that a Gold Currenc'y-

shall be forced upon India by an artificial contraction of the Silver Currency,
-Having created a dearth of silver money, it is hoped that the country will
take tothe use of gold, I cannot belicve that such a proposal could ever he
seriously entertained. ‘ !
The artificial enhancement of the cost of silver money, and the necessary
simultaneous restiietion of the eireulation, would be followed by an increase in
the value of the silver.Rupee and . a -corrgsponding fall in prices, Silver
money is the money nged in the most important transactions of the people of
India, and it would evidently require & long time to bring about such a
‘shange as tbe substitution of gold for silver, When we consider what



et

. serious _mérfdkﬂ_ti-ie -Ji#tdtbanee and danger has been canged in l;i_-{é-"y'_ear's by
- the simple demand for an increased supply of coin to meet the requivements

' of the internal trade of the oduntry under peculiar eircumstances, 1t seems to

me that it wonld be extreme infatuation for the Government to adopt any

" measura which deliberately aimed at the contraction of that porfion of the
circulating medinm which is most required for the purposes of the commeree’

 of the comnbry,

e N or | 18 ‘this the sole or perhaps the most serious objection to thesa pro-
~ posals, ‘Lheir adoption would canse a general fall in prices, which would

especially affeot the great produscing classes, and might lead to results of a |

disastrous character,

20, T have perhaps referved to these proposals at greater length than may

| seem necessary. But I have done so because 1 think it extremely important
. that whatever measures be adopted for the introduction of a Gold Currency
should be 8o taken as not to disturb the standard of value, T believe that
. everything  which is required for bringing a gold coinage into nse may be
. aecomplished without any such vesult, and 1 deprecate attempts to. bring
. about an alteration in the relative values of the precious wmetals by restrictive
* measures, -

While I admit that the late propcs:.-a"l.'s of Sir Richard Temple are not open

to this veproach, they are in my opinion, seriously objectionable, becuuse they
fail to recognize the relation of value whith actually exists,
28, I reéquest that this Minute may be forwarded to the Secretary of
State, in continuation of the deapgtch of the 23rd December 1868,

e
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Mixuty By His Bxoviiewoy Six Witvian MaNsrigh, DATE&J_ 9rm 'FEBE_

"

RUARY 1896, |

Having, at the instance of the late Governor General,Sir John Lawrence,
been much consulted by 8ir Richsrd Temple before he wrote his Gold Cure
renoy Minute of the Hth of June, 1868, which is the basis of the arranga~
mente lately made, and pointed allusion having been directed towards my
‘opinion by the Hon’ble Mr, Strachey in his Minute of the 30¢h January, 1869,
it seoms ineumbent on me to offer sofe observations in angwer to the latter,

In the first plade, it may be observed that Mr., Sfrachey secms to have
misappreciated the charadter of the measures described in the despatch fo. the
Seatetary of State, No. 835, dated 2 82d December 1868, He would appear to
consider those measures final. They are, on the contrary, avowedly of an¥ ex-
perimental eharacter and devised for the purpose of obtaining experience with
pegard to the actnal relative values of gold and silver beforo the Financial
Department can be in a position authoritatively fo recommend & law embody-
ing the legal tender of gold,

We need only refer to Mr. Strachey’s Minute to be aware of the
uncertainty prevailing on this point according to the different views and
arguments of various authorities. . : Al -

It may bo as well to recapitulate the attifieinl difficulties created on several
‘oconsions since 1885 with regard to gold. "Thus, prior to that year, gold was

_apparently in India, in practice, a legal tender, But the Act, X VIL of 1835,
whilst declaring certaiu relative values between the two metals, gold apd
silver, depriv-eff gold of the property of & legal tender. _ (e

In 1841, although gold still remained without the property of legal tender,
overnment announced itself to be willing fo receive Indian gold coing at

the treasuries according to thd valuep declared in Act X VII,

In 1852, influenced by the facts of = trifling aceumulation of gold in the
treasuries, and the panie which was felt thronghout the civilized world on
decount of the then recent gold discoveries, a panic which in the measures of
Governmert affected Belgium and Holland, as it did the administration of
India, the privilege granted in 1841 of receiving Indian gold coinsat the
treasury according to the values stated in Aot XVII was withdrawn. « In the
course of the years 1563 and 1864 an urgent demand for a ‘gol-d currency

. again arese in India, and the matter was much discussed.

Actuated by thearies, the soundness of which may be disputed, Sir Charles
Trevelyan, the Financial® Member of that day, induced the Governmeni of
India to commit what is now believed by everyoné to have been an error,
namely, to make the attempt to introdnce the British Sovereign into ciroula-
tion in India ab the rate of Re. 10, which is below its value,

Sir Charles ‘Trevelyan_ apparently omitted to see fthat, when he led the
Glovernment of India to adopt his advice, he was declaring gold to have in
practice a less value than that assigned to it by the only law we have with

- ® Seo paragraph 19 of despatch.
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~ regard to » metallio ourrency, iz, Act XVII of 1835, as Well as by averdgo
© murkef vatesy | : -
| As wat foreseon, the action faken by the Government of India in 1864
remained without results, for the very simple reason that the Sovereign,
ageording to the weight of gold contained in it, iv of moré value than Rs, 10,
| After this shott detail it is evident fhat the matter of the circulation of
gold in the form of coin, whether Indian or British, was in such 2 tangled state
that before any step could be taken towards legal tender it was necessary  to
" unravel the complications, ahd to resoxt fo the experience of facts with regard
to the positive relative values of the bwo metals, | . .
Aceordingly, when I was consulted in thespring of last year, it appeared to
me thab there was but one thing to do, viz., to assunie tentatively that Act
X VI did generally represenf the relative values, and thevefore to repair the
first omission of 8ir Charleg Trevelyan in his coasideration of the Soversign.
. The conclusion then was that if the Sovereign was to have a declared
 value, that value should be abotut that which is exhibited in Act XVIT with
!, respect to the Indian pieces, As & mabter of fact, the declared valie 1%

7 dlightly less.

' This coutse was an eminently prudent one, because, although declaring ‘the
' walue of the Sovereign to be higher than that stated by Sir Charled Trévelyan, = -
it s still below  the valne given 'as the average since 1835, This average
" stands at 10 rupees 7 annas and 10 pies for the thirty years from 1835 to 1304,
ielasive, notwithstanding that, as showh by the various merdantile authorities
who have been consulted, ths Soverdigh can be génerally laid down in India at
Tates yarying from 10 rapees 8 ancas to 10 rupees 5 annas. The table* of
averages from which this is taken is piven in the Appendix to this Minute,
.| It is eurious to note that if the avérage of the price of Sovereigns be struck
. from the year 1885 to 1864, it is, ad stated, 10 rupees 7 annas 10 pies. But.if we
. take the average from the year 1850 Lo 1864, ibclusive, it stands at 10 rupees
8 annas 9 ples, It will, T thilik, be found, with regard to these fucts, that
. whatever may be the price of silver in Evgland, Act X'VII of 1335 does, at
all events now, approximately veprosent the relabive values of gold and silver,
if we can divest them‘of othet donditions of trade, #s shown by the rafes.of
the exchanges, i -
In practice, however, the proféssional banker aseures usthat this is very
difficult, : g : .
Thus, it happens that at certain states of the exehange the rupee sinks (o
1s. 94. in value, whereas at others it has been known to rise to 2s. 34, it being
n matter of fact thab the price of the Sovereign, as shown in exchange, has been
liable to vary as much as 25 pet cent. according to the balance of trade being

for or adainst India, : | ()

_ This yariation, however, would not seem to rest on the value of ‘gold as a

conimodity,. but on the fact that as Fagland has a gold standard and India a
silver one the vicissitudes of trade between the t’W‘ﬁ countries conie o e stated

“in a form involving mention of the two metals, Bul precisely the same change

* This refurn was rendered necessary in 1864, in order to meet Sir C. Trovelyan’s propotal o
‘reduce the price of gold arbitfarily in Indis, while now, oddly enough, it comet into play fo
provent alike reduotion in that of silyer in the same connfry 25 suggested by Mr. Strachey.



