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importations in largo quantities for the purpose o f circulation at ten rupees.
An examination, however, of the Statistical Tables raises doubt regarding the 
completeness of the calculations comprised in them, and the general conclu
sions founded on them appear to me to be altogether erroneous.

The information on which the scheme in the Minute is founded is main]/ 
derived from the paper furnished by Mr, Dunlop (Appendix TT). This 
gentleman appears to have collated with intelligence, and, I have no doubt;, 
with great accuracy, the Returns accessible in India'55' of the imports of gold 
and silver and of their relative prices.

15. Reasoning founded on statistical compilations is, however, prover
bially delusive, unless attention be given to collateral facte. No Sound conclu
sions can be formed from averages taken from monthly statements of the 
prices of gold and silver without information regarding the amount sold in 
each month, and the circumstances under which each remittance was made.
A merchant or banker is not governed in. his dealings 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 I 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 at Calcutta 
in the last three fortnights of .1863, viz., Its. 10-5, 10 1-6, and Rs. 10-1 ; 
the average of the three quotations would he Rs. 10*2-6; but supposing 
sovereigns to the extent of £150,0HO were sold in the first fortnight, and to 
the extent o f £50,000 in each of the following fortnights, the price realized 
for the whole would be Rs. 10-3-6. Something of this sort actually occurs 
in trade.

16. The remittance of sovereigns from England to India is governed by 
the price of silver and the quantity procurable in Loudon at the time and the 
price at which bills on London can be purchased in India. Gold is sent in 
order that the value may be returned, with profit, in the shape of bills, In 
the month of December 186.8 the price of silver in the London market rose 
to 5#. 1 ■§?!.' 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 mercantile transactions, and those who deal in the business of 
remittance and exchange could not afford to wait for expected arrivals. Gold 
was therefore sent in place of silver; and I learn, from a Return of the Cus
tom House, that the large amount o f £342,615 in gold specie was shipped

* for Egypt on the 9th of December 1863, the bulk of which was destined for
India. ,

17. Mr. Dunlop comes to the conclusion, from calculations founded on
average prices, that British coined gold can “  be laid down in Calcutta at 
Rs. 10 4-10 per sovereign.'”  1 have ascertained from the Manager of the 
Oriental Bank that the actual cost o f sovereigns sent to India by that estab
lishment in 1B63, was at the rate o f Rs. 10-3*4. The difference is import* 
ant, because much stress is kid in the Minute on the economy of direct trans
mission of gold from Australia to India. There is, no doubt, a saving of 
expense under existing circumstances in adopting that-course; and that

• X may, however, observe that the table of the selling prices of bar gold and silver of 
standard "quality in London is calculated to convey an erroneous impression. The prices of 
^old which Mr. Lunlop quotes are evidently those of what is technically called “ bar gold 
.part jig ,” that is, gold containing silver in the alloy which may bo parted m the refinery, 
fieiietailv speaking, it means Australian bar-gold, which, on account of the silver contained 
in it tears a higher price than standard gold of the quality that is taken to the mint,



merchants arc not stow to ava.il themselves of the advantage is shown by the 
fact that oat of imports of gold into India, amounting to nearly £8,000,000 
in the year 1863, more than two-thirds were drawn from Australia* Yet 
more is deduced from this advantage than the facts warrant. No allowance 
is made as a get-off against increased freight for the charge for refining gold 
in Australia, which is higher by I percent;, than that of the London refineries ; 
no reference is made to the rise in the price of gold in Australia in con sequ 
ence of the Indian demand, and sufficient consideration is not given to the 
circumstance that, notwithstanding the facilities afforded by the Australian 
market, it has yet been profitable to our merchants to send direct from 
London one third of the gold required in India.

18. I dwell upon this point because it appears to me that the prime 
fallacy in the proposed scheme is founded on the sentence o i 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 be obtained from the 
cheapest source of supply, that is, from Australia.”

19. The whole question turns upon this assert lojy ami it is important to 
examine it, because if it be a fallacy, all the authorities consulted in India by 
Sir Charles Trevelyan appear to concur in it, with the single exception of the 
Uordble Claud Brown, whose letter is published (Appendix VV) with 
candour, but without the attention which it deserves.

20. It might be a sufficient practical answer to this suggestion to observe 
that if  the importations of treasure into India are to go on at their present 
rate, and i f  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 ite 
produce of gold were sent thither. It is shown in one of the tables in the 
Appendix to the V mute, that the amount of treasure imported into India in 
1868-61 was £26,147.200, and it is shown in the Minute itself, that the 
produce of fhe Australian gold-fields in 1862 was only of the value of 
£6,685,192 with u a decided tendency to fall off.”

21. It may further be observed, that the gold imported into Great Britain 
is drawn, in the course of trade, from almost every country, and that 
Australia supplies but a comparatively shall proportion of the amonnt, A c
cording to the Returns of the Hoard of Trade, the value of the registered 
Imports of gold bullion in 1*63 was £19,142,665. Of this only £5,995,868 
was derived from Australia. A great part of those general imports is em
ployed, through the operation of the exchanges, in acquiring silver for trans
mission to India; and if, by an alteration of the Currency laws, silver should 
cease to be the preferable medium of remittance, gold would be sent direct 
to India from England, instead of being used circuitously in the purchase of 
stiver.

22. The principle involved requires, however, further investigation, and 
I propose to direct attention to the experience to be deiiyed from the proceed
ings o f other nations which have adopted a mixed currency, and to draw in
ferences from that experienced in regard to India

23; I will first refer, in some detail, to the case of the United States, 
because the proceedings of that Gov<rnment afford an example of the effect 
on a currency-, o f small errors in calculations of relative value, and because 
the history of those proceedings is not. correctly quoted iu the Minute.

24. The first Act of Congress for the regulation of the Currency of the 
United States was passed in 1792. It enacted that “ there shall be from
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time to lim e struck at the Mmt dollars and units, each to be of the value of a 
Spanish dollar, and to contain 871 £ grains of pure, and 4*16 grains of standard 
mlver.”  The Eagle (or 10 dollar piece) coined after this, contained 247£ 
grains of fine gold.

25. It may not be unworthy of remark that Congress in its first search 
for the “  almighty dollar n deviated from the coin proposed for their model, as 
the average contents of line silver in the Spanish dollars was about 876 grains.
The authorities of the United States thus begin their operations by a depre
dation of the currency to the extent of more than 1 per cent.

’ 26. It  will be observed that the relative valuation of the gold coin to the 
silver dollar gave the proportion of 1 of gold to 1 5 of silver y and as the 
average relation of the two metals to each other in the general market was 
a! the time as 1 to .15’7, gold was undervalued in the currency, and the new 
se ver dollar became thfc practical standard of value in the United States.
This state of tilings continued until 1884, when an Act was passed reducing 
the contents of the fine gold in the Eagle to 282 grains, thus altering the pro
portion of gold to silver in the currency from 1 to i5  to 1 to 16. .Gold.being 
fbus 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 descriptions of coin, but made no appreciable 
alteration in their relative contents of pure metal. After 1834- the quantities 
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 circulation of the lower denominations. 
Although the coinage of silver under this system was expensive, no material 
inconvenience appears to have been felt until after the discovery of the gold 
mines of California, when the relation of the two metals 'to each other was 
altered to an extent which rendered it profitable to collect the small silver 
coins for exportation. To remedy this evil, an A ct was passed in 1853, not 
altering the old silver dollar (that is, the whole dollar) but authorizing the 
coinage of half dollars and lower fractions of a dollar, at thb rate of 192 
grains for the half dollar in silver of nine-tenths fineness, which should pass 
for a limited tender of payment on the principle of t he token coinage of Great 
Britain. After the passing of this Act the coinage of entire silver dollars 
fell into disuse, and the last coin of this description was issued in 1857. 
Legally, therefore, the double currency of gold and silver still exists in the 
United Slates, but gold became the practical measure of value until displaced 
by the recent excessive issues of Government Paper money.

27. In France the attempt to establish a double medium of exchange was 
more nearly adapted to the prevailing relative value of the two precious 
metals. The proportion adopted was as 1 of gold to 15£ of silver, At these 
rates silver was the cheaper tender o f payment until after tbs new discoveries 
o f  gold, but t h e  difference before that event was not b o  great as to preclude 
the use o f gold entirely, and it passed current at a varying 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 
several journeys in these transactions.

28. I t  is unnecessary to refer to other European countries in which a 
similar system has prevailed; and it is sufficient to observe that, under its 
operation, gold and silver were both available for the adjustment of mercan
tile transactions on the Continent of Europe.

29. i  will, however, make a passing femaik on the .application of this 
principle to the currency of the West Indies-, because fcir Charles Trevelyan
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|as called attention to a paper written by me in 1858^ in which reference is • 
made to .this subject, and because the arrangement of 1838, for the regulation 
of the currency of the British Colonies in that part ol̂  the world, affords the 
roost perfect example on record of a su ccess fu l adjustment of a mixed 
cu rre n cy . The arrangement is so fully described in the extract f rom my 
paper (Appendix SS), that it is unnecessary here to repeat the details.

BO. Sir Charles Trevelyan has referred to my labours under him and with 
him in and for the public service, in terms so gratifying that I am sorry to 
find myself in opposition to him on the present occasion, but bis candour 
Inis hitherto led him to bear much from m ein ou r mutual discussions on 
financial and other public, matters, and he will not, I feel sure, object to my 
stating that I regret the use made of this document, which does not, I 
think, bear out the inference which he derives from it,

81, The-paper from which the extract is made was written for the pur
pose o f proving that the arrangement, which was successful in the W  est i-nd ms, 
was inapplicable to the Colony of Hong-Kong, and for like reasons I consider 
it inapplicable under ex isting circumstances to India, 1 think that the ex* 
traot itself shows that the conditions which rendered the transition from a 
silver to a gold currency in the W est Indies, easy and unobjectionable, are 
not to be found in India. In the West Indies, coins of the two metals were 
rated for circulation on a fine calculation of their relative value; and British 
silver, which combining with that relative valuation represented fractional 
parts of both descriptions of coins, constituted, as it  were, a pivot on which a 
change from one to*the other could be made, without derangement of con
tracts or current business. In India both these ingredients are wanting 
There is no concurrent valuation of gold and silver coins to form the found
ation o f a change, and there is no subordinate coining' wnieh can be adopted 
equally to the current money of India and Great Britain,

32, It will be obvious that, in all the foregoing, eases, a common pre
vailing price constituted the basis on which the regulation of the concurrent 
USB o f  gold coins was attempted, and that the practical results have depended 
on the prevailing price audits later variations. The currencies of 1 ranee, of 
the United States, and of the West Indies were influenced by a common 
cause.

33, We fund no room for speculation on the sources or the supply or the 
preciou s metals. Before the recent discoveries, the principal supply of gold 
was derived from Ural Mountains, but it was not found that gold, for per
m an en t and practical purposes of regulation, was cheaper iu the countries 
bordering on Russia than in A.merica.

8A. Gold derived from America is constantly sect back from London to 
the Brazils in the course of trade, In 1883, gold of the value o f £2,7-O.t061 
was sent from Great Britain to Russia, a gold-producing country, and re
imports thence of the value of £904,538 occurred iu the same year, When 
once sent on its travels, the original attribute of peculiar value I- lost, and 
gold o f the same quality becomes of the same value whencesoever it may be 
d er iv ed , and whatever may be the cost of the labour which produces it,

35, On what g ro u n d , then, is it supposed that the general law is inapplic
able to India, and in what way are we to account for the undoubted fact 
that g o ld  i i  relatively cheaper in India, as compared with silver, than in  
London ?

36. The apparent anomaly is owing to the exceptional position which India 
holds, and is easily accounted for,
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37. Silver is the standard, and the regulator of prices in India, to the 
entire exclusion of gold as a measure of value. It is so generally in the East.
Except in the comparatively small communities of Ceylon, Mauritius, and 
Manilla, and doubtfully in Japan, gold hardly enters into the currencies 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 London, must bear the charges of freight,. insurance,

- interest, and mintage, amounting in India to 5| per cent, (as correctly shewn 
in Mr. Dunlop's paper) before it can be brought into circulation in India. It 
is by this silver measure of value, thus enhanced in price, that, the cost of the 
Anstialian sovereign is estimated in Sir Charles Trevelyan’s Minute.

881 Remove the impediment to the concurrent circulation of gold with 
silver, 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 in both quarters. I t  is 
therefore the price of silver in London, and not the price at which sovereigns 
can be laid down at Calcutta from Australia, as estimated in present currency 
of India, which should be regarded as the point for consideration in this 
matter,

39. And this constitutes the main difficulty 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 comparative value of gold and silver. The normal price of silver of 
British standard in London was about 30d. the ounce. The new discoveries 
of gold disturbed this relation, and the price of silver has of late years been 
subject to so much fluctuation, that it would be difficult now to fix an average 
for the concurrent circulation of coins of the two metals. But this is not all. 
Although the ultimate value of gold and silver must, as before observed, be 
derived from the value of the labour employed in their production, 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 which 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 transmission of silver thither has been great, the price in London 
has risen ; when it has temporarily ceased it has fallen—on one occasion even 
to an extent which touched the point at which it would have been profitable to 
send silver to France. Any measure, 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-aetion in the upward 
tendency which has of late prevailed in its price as compared with gold.

40. On this ground it would seem to be rash to attempt, at the present 
time, any permanent regulation which, if effectual for the establishment of 
gold in the currency of India, must be of doubtful tendency, and if ineffet> 
tuul, would be simply delusive, and therefore not creditable to the foresight of 
Government.

41. A tentative and experimental course would seem the wisest policy in 
this intricate matter. I understand that the Secretary of State proposes to 
authorize the receipt of sovereigns at the rate of 10 rupees each in payment of 
the revenue. Although this measure will not probably give currency to 
British money at this rate at the Presidencies, it may lead to its increased use 
in the Provinces, where, ou account of the convenience of transport, it will
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Hnd its way at less cost than stiver j and if the sovereign is officially recog
nized as currency in any part of India, it may perhaps be received in payment * 
at the Presidencies at a varying premium, just as gold formerly passed 
current to a limited extent in trance. The experiment is worth a trial, and 

- will afford a sure test of the various speculations which have prevailed on the 
subject

42. It  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 might 
bo greatly alleviated, The transaction would be as safe for the Government 
as. the receipt of' sovereigns in revenue payments. It will be seen that the 
.practical objection to which Sir Charles Trevelyan refers in an extract trom a 
'paper of mine would not apply to an issue of notes on a deposit of gold tor an 
amount below its intrinsic value. The objection entertained by Mr. \Y ilson 
on the subject, on which Sir O, Trevelyan dwells, is at best more a theoretical 
than a practical one, not borne out by the experience a!forded ̂  by the 
practice of the Bank of England j and it will probably be admitted that a 
measure which may be a gain to the mercantile community by giving them 
the command of money when needed, will not result in “  pure loss on the 
Government.

s* 1
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H a -  p o c h  f r o m  t u b  S E C B W M f t Y  o p  S t a t e  f o r  I n d i a  ( H i g h f  H o n ' b l e  S i r  

C k a i u j s s  W ' f l o i ) } , — N o *  Z'H, D a t e d  2 0 t h  S e p t e m b e r . 1 8 0 i .

t have received your despatch dated the' 1.4th July last, No, 89, etudes- 
log the elaborate Minute o f Sir Charles Trevelyan, and the valuable . papers 
contained in the Appendix, on the subject of introducing1 gold into hdie ' 
eurreaoy of India.

2. The practical proposal of Sir 0 .  Trevelyan on fids subject, in 
which you express the concurrence of your Government, i> to make the 
gold sovereign and half-sovereign legal tender in India for ten and five 
rupees, respectively,, concurrently with silver rupees, and ultimately to establish 
a gold standard and'currency in India, as in England and Australia, with a 
subsidiary coinage of silver, the silver coins not possessing the intrinsic value 
which they represent, and being legal tender only to a certain amount.

3. I have carefully considered in Council this important question, which 
indeed has occupied my attention for some time, and which, as you will have 
learnt from the public journals, has been the subject, o f a debated a Parlia
ment.

4. I lose no time in making you acquainted with the views which 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 made 
known as early as possible in India.

5. It is obvious, from the information collected by Sir G, Trevelyan, 
tlmt there is a very general desire for the introduction of gold coins in India; 
that the people, eVeu in the upper and remote parte of India, are well 
acquainted .-with the sovereign ; and that there is a very general impression 
that the introduction o f " the sovereign would be well received, and that it 
would circulate freely at ten rupees, Nor can there be any doubt o f the 
advantage to India, England, and Australia if the gold sovereign could he 
made the basis of their common currency.

6. It is not proposed at once to change the standard coin of India, and 
indeed it would be a very serious measure hastily to attempt so great a revo
lution in the habits of the people, There is great wisdom in the observations 
of the Chamber of Commerce at Calcutta, that they are “  strongly in favour 
of the introduction of gold as an auxiliary currency 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 change being attempted, fear
ing that any such attempt would prove unsuccessful, and be likely to cause 
great derangement in the commerce and finance of India/'

7. The only practical measure, therefore, to be considered is the establish
ment of a double standard of gold and 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-that there are great practical objections in the 
wav of adopting the measure actually proposed.

9. It is only necessary to slate that, where coins of the two metals, gold 
and silver, are equally legal tender, those o f the metal which, at the relative 
legal rating of the two metals, is cheapest at any period, are thereby consfci.



tilted the co-mm«y, and the metal of which they are'wade becomes .practically 
the standard at the time, and further that a very slight difference in the 
relative value-of the two metals may change the standard and the whole
currency of a country- .

10. T h e  readiest - illustration o f this troth is the recent ch a n g e  m the 
circulation of France. In that cou n try  coins of gold and silver w ere equally

tender. G old co in *-con ta in in g  on e  ounce .of • g o ld  were legal tender for 
the sam e sum  as silver co in s containing- 15| ounces o f  silver. . .

U . Before, the recent-discoveries of gold an ounce of gold was worth, »n 
the m arkets of Europe, neariv 15f ounces of silver. It was, therefore, accord
ing to .the relative legal rating of gold, and silver, more advantageous to pay 
in*’ silver timn in gold. Silver coin,- therefore, for many years formed the 
currency of Prance, the gold coin .bearing a premium. Since the recent 
discoveries «>f gold, the value of gold relatively to silver has fallen to about, i 
to .15$. This difference hag rendered it. more advantageous to pay in gold.
Goth has displaced s ilver, and now form s the currency and standard in li vance.

I S . I t  is obv iou s, therefore, th a t  whether th e  sovereign , rated at 10 
rupees, can circulate to  any ''ex .tent in In d ia , con cu rren tly  w ith  'h e  Silver 
rupees, depends upon the question w hether it w ill ho cheaper t o  meet an 
ob ligation  o f  the am ou n t o f 10 rupees by a -gold sovereign or by 10 silver
rupees ' >  ̂ „

Id. In examining’ this point, it  is enough.t.o refer to the information and 
the calculations contained in the'Appendix to Sir 0 . Trevelyan’s Minute as to 
the value of the sovereign in India.

14 . In  these ca lcu lation s the value of- gold  is o f  course taken in  rupees or 
the In d ia n  silver tbaudard.

15. There are two modes referred to in those papers by which sovereigns 
might; be provided for the currency of India, first, by coining them in India, 
secondly, by importing English or Australian- sovereigns.

16. With regard to the first proposal of coining sovereigns in India,
M r. B row n ’ s paper conta ins a calcu lation  of the cost a t present o f  prod u cin g  a 
sovereign  at a M int in  Ind ia , and he estim ates it at fts . 10-4*6,

17. V. ith regard to the second proposal of importing sovereign!,
Mr. Dunlop’s paper estimates the price, calculated in rupees (and the rupees 
taken at the ^ t ltp a p  of an English pound), at which an English sovereign 
can be laid down at Calcutta at its. 1U-4-10, that of an Australian sovereign 
at* Ra. 10-2-9.

18. The prices at which Australian sovereigns have been actually sold at 
’ Calcutta, according to Mr. Dunlop’s paper, give a higher value for the
sovereign than this, and the prices of English sovereigns, which I have 
received from Bombay, are also rather higher than the price above given.

1 9. X do hot know that, in the present exceptional state of the markets 
for produce in India, the present prices of the precious metals are a good 
jpiterion of their value. On referring to the prices of silver in the markets 
of Europe, the intrinsic value of the sovereign in' rupees would seem to be 
about lis. 10-8 at the present price of silver in London, and about Rs. 10-12 
at the price which prevailed some time before 1850.

20. At the present prices of gold, with the various charges of bringing it 
to India, the va-ue of the sovereign must, according to these statements (and 
it is by these statements that Sir C. Trevelyan’s proposal is supported), be so 
unu-h above that of 10.silver rupees I hat, for the purpose of making any pay
ment, the latter coins must necessarily be preferred to the sovereign,

t »
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S1. If there were the means of coining' sovereigns in India, it would be 
more for the advantage of the holder of bullion to carry silver to the Mint for 
coinage rather than gold, and it would be more for the advantage of the 
exporter from England to send silver to India rather than gold or sovereigns. 
Even if the sovereign is imported from Australia, it would be more valuable 
in India than 10 silver rupees.

22. If the use of gold in the currency of India enhanced its value there, 
as is probable, and if the anticipations which are generally entertained of a 
diminishing supply of gold, and an increasing supply of silver, should be

. realized, the difference in favour of the employment of silver coin will be 
greater even than it is at present.

23. X cannot but think, therefore, that to enact that a*aovereign should 
be 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 tone.

■Ik la p  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 coin 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 piece, from 1835 
till Lord DaihousiVs proclamation in 1852, and with other gold coins pre
viously to the reformation of the currency in 1835,

26. At their present value, there can hardly be a question of the readi
ness of the people of India to receive sovereigns for 10 rupees, and if any 
difficulty should be apprehended about their doing so in parte of the country 
distant from the Presidency towns, it will be obviated by their being received 
at that rate into the Government treasuries. Id o  not anticipate the least risk 
of loss to the Government by so receiving them. One of the Appendices to 
8ir C. Trevelyan's Minute shows that the sovereigns received into the treasury 
of the Madras Presidency were sold at a profit. The only possibility of loss is 
such a change in the value of gold as would make a sovereign worth less than

, 10 rupees, and, for the reasons which I have given, 1 do not anticipate miv 
probability 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.

i l . The obligation which is imposed by making a coin legal tender'is 
only an obligation upon the receiver to take 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 than its value ; and as the person paying, by whom, in fact, the coin is 
put into circulation, has the option or 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 o& 
any person having a payment to make to carry gold to a Mint to be coined 
into sovereigns, or to import sovereigns, in order that he may have the power 
of paying a sovereign in. discharge of a debt which he may equally discharge 
with 10 silver rupees.

28„ It is not probable that, at the present relative value of gold and 
silver, any one would incur the loss which such a proceeding would cause, but 
if the convenience of the sovereign circulating at the rate of 10 rupees is so

*
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great as is represented in Sir G. Trevelyan's Minute and the accompanying 
papers, It is possible that this advantage may counterbalance some loss.

89. Whether it would do so, and to what extent, can only be determined 
by experience, and I am of opinion that it may be desirable to try at once; as 
an experimental measure, the course which I have suggested.

30, 1 wish you, therefore, to declare and to make it publicly known by 
proclamation, that sovereigns and half-sovereigns, according to the British and 
Australian standard, coined at any properly authorized Royal Mint in 
England or Australia, and of current weight, will, uutil further notice, be 
received in all the treasuries of India for the same sura as 10 and 5 silver 
rupees respectively, and will he paid out again at the same rate, unless 
objected to. *

Si, This measure appears 'to be entirely unobjectionable. It is in accord
ance with the cautious and tentative course recommended by the Chamber 
of Commerce of Calcutta; it will, as far as it goes, facilitate the use of (he 
sovereign and half-sovereign in all parts of India j it will pave the way for 
the use of a gold coinage in whatever shape it may ultimately be found advis
able to introduce i t ; and, at the same time, it establishes a preference iti 
Savour of the sovereign.

ill
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NotmcATfem' iSf tub Government of I ndia in the F inancial D e*
PA MMI3NT,“ *-jSTO, 351?, DATED 23lU> NOVEMBER 1864.

The Governor General of India in Council, considering it expedient that 
the circulation of British and Australian sovereigns in all parte of British 
India and its dependencies should be encouraged and facilitated, is pleased 
hereby to direct that, from and after the publication of »his Notification, 
sovereigns and half-sovereigns coined at any authorized Royal Mint in England 
or Australia of current weight,* shall, until further notice, he received in all 
the Treasuries of British India cud its dependencies in payment, of sums due 
to the Government, as the equivalent of ten and five rupees respectively ; and 
that Bach sovereigns and. half-sovereigns shall, whenever -available at any 
Government Treasury, be paid at the same rates to' any person .willing to 
receive them in payment of claims against the Government.

Efyd. ; : .. ' ' . , ... 1 . ; . - - . : . i - y. .
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*

* The standard weight of the sovereign, is grains' 123-274, and it ceases to be current 
when, fro in wearage or other causes, it falls in weight below grains 122-5.

'
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N otification by th8 Government of India in rua F inancial D efart- 
ment,'— No. $618, DsTfen 2 3rd N ovambkr 1804.

The Governor General of India in.Council is pleased to direct, under the 
authority vested in him by Act X II. of .1881, Section 9, that Government 
Currency 'Notes, shall, until further notice, be issued at the Offices and 
Agencies of Issue of the several Circles o f  Government 'Paper Currency in 
British India, in exchange for'sovereigns ami half-sovereigns, coined at any 
authorised Royal Mint in England, or Australia, and of current weight, calcu
lated at the rate of ten and five rupees respectively, to an extent not exceeding 
one-fourth of the total amount of issues represented by coin, or by coin and 
bullion in each circle,

«■
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M inute by the H onoubabub Sfa R iohabd Tempi.®, bated- 5th June 1868.

Xu reference to t p  possible introduction of a gold currency for India, I 
submit that further measures should be considered for the accomplishment of 
this end.

2. This would be in accordance with the recommendations addressed to 
the Government of India from all quarters, with the recorded opinion of three 
successive 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 B is Excellency Sir W . Mansfield, who is one of the 
first liv in g  authorities on the subject, and by whom the deliberations of 
Government in this m atter have been most materially assisted.

8. I am personally much indebted to His Excellency Sir William 
Mansfield for advice and support in the preparation of the case which I have 
now to lay before the Government of India.

The notification by the Government of India issued in November 1864*, 
declaredly with the view
** that the circulation o f British and Australian sovereigns in all parts o f British India 
should be encouraged and facilitated,'’
though to some extent successful at first, has for some time remained inopera
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 inoperative.

4, The cause of this appears to be that, in the notification, the amount of 
ten rupees offered as equivalent for the sovereign is not generally sufficient 
to attract sovereigns, as the above rate is somewhat below the average market 
value of the sovereign. This result was indeed predicted in Sir W. Mansfield';:
Minutes of 1864, and was indicated in Sir C, Wood's despatch of 26th Sep
tember 1S64, This view is further enforced in the Currency Commission's 
report.

f>. Inasmuch as the Secretary of State in the above despatch desired that 
gold coin should be received into the public treasuries at a rate to be fixed by 
Government, and further observed that
ii it may he desirable to try as an experimental measure the course suggested,”  
r e m a rk in g  th at
** this would facilitate the use of sovereigns in India,”—
and inasmuch as the notification was issued to facilitate accordingly the influx; 
o f sovereigns, which object had not been attained, apparently because the rate 
offered as equivalent for the sovereign was too low,— I am of opinion that tha 
question ought now to he considered of raising the proffered rate somewhat 
above ten rupees— a course which would primS fame accord with the principles 
laid down by Sir C. Wood,

6. At the same time, of the amount (understood to he about 500,000} of 
sovereigns received in the treasuries in consequence of the notification,, a large 
portion is believed to have been rapidly taken up by the public, while some 
portion (about 160,000} remaining in the treasury was transmitted to England 
in 1865. It  may be that the last-named transmission was due to a parti
cular state of the exchanges s>fc* the time. This .natter should be more parti
cularly examiued in the Financial Department.
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7. The average market value of the sovereign—by which the rate to be 
offered as equivalent in rupees should be regulated—has been fully discussed in 
Sir W, Mapsfield's Minutes of 3 864.

The following- passages may also be quoted from Sir Charles, Wood's 
despatch of September 1864

* Var.a. 16.—With regard to the first proposal of 'coining sovereigns in India, itr, 
ikow n’y paper contains a calculation of the cost at present of producing a sovereign at a Must 
in ladia, and. he estimates. it at Eg. 10-4-6,

‘ *17. ‘With regard to the second proposal of importing sovereigns, Mr. Dunlop’s paper 
estimates the price,' calculated in rupees (and the. rupees taken at the oue-tentb part of an 
English pound), at which an English sovereign can be laid down at Calcutta, at lie, 10-4-.10, 
that of an Australian sovereign at Re. 10-2-9,

“  18. The prices at which Australian sovereigns have been actually sold at Calcutta* 
according to Mr. Dunlop’s papers, give a higher value for the sovereign than this, and the 
price* of English sovereign* which. I  have received from Bombay arc also rather higher than 
the price above given.

“  19. I  do not know that, in  the present exceptional state o f the markets for. produce in 
India, the present prices of the precious metals are a good criterion of their value. On 
referring to the prices of silver in the ir arkets of Europe, the intrinsic value of the sovereign 
in rupees would seem to be about Es. 10-8 at the present price o f silver in London, and 
about fie, 10-18 at the price which prevailed some time before 1850.’ '

8. Further, in reference to the possible consideration tbafc 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 o f supply— namely, 
Australia —the following passages from the Minute by Mr. Arbutlmot of .Sep
tember 1864 seem to show that, regard ought also to be had to the price of 
coined gold from .England :—

“  Mr. Dunlop comes to the conclusion1, that British coined gold can he laid down in 
Calcutta at Es, 10-4-10 per sovereign. I  have ascertained from the Manager o f the 
Oriental Bank that the actual cost of sovereigns sent by that establishment to India* in 1863 
was at the rate o f Es. 10*3*4. The difference is important, because much stress is laid in 
the Minute (by Sir 0 . Trevelyan) on the acouomy of direct transmission o£ gold from 
Australia to India.”

.- ;.t
9. Then further adverting to the following passage from Sir G. 

Trevelyan's Minute that
e‘ the sovereign must be rated, not with reference to its value in England, but solely with 
reference to the cost at which it cun be obtained from the cheapest source of supply, that is 
f  rom Australia ” —  '

10. Mr. Arbutlmot goes on to say—
It might be a sufficient practical answer to this suggestion to observe that i f  the 

importations of treasure into India are to go on at theft present rate j» * Australia could 
not supply all the gold that might be required.”
Again, be observes that
“  sufficient consideration is not given to the circumstance that, r otwithstftudingthe facilities 
afforded by the Australian market, it has yet been found profitable to our merchants to send 
direct from Bonder, one-third of the gold required in India,”

11. Under all the circumstances, I propose, if His Excellency in Council 
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 suggestion 
that they refer to any particular person or persons who might be experts :|i 
this matter. I also propose that Mr. Dickson, the Secretary to the Bank of 
Bengal (who is believed to be generally in favour of raising the rate), should 
be similarly consulted. These several communications should be made confi
dentially.



IS, After 'these opinions shall have . been received and collated, the 
Government of I ndia will; I submit, be in a position to consider the propriety of 
issuing' a fresh notification with a revised rating of the sovereign relatively to 
rupees,

13. I would next observe that Section V II of Act X V II  of 1835, relating 
to gold coinage for India, has never been repealed, and is still capable of being 
put in force, That section runs as follows : —

And be it enacted that the tmder-paanfcionecl gold coins.only shall henceforth be coined 
at the Mints witMn'ths territories o f the Bast India Company . ,

£ird .—A gold xdohnr or 15-mpee piece of the weight of 1.80 grants Troy, and .the 
following standard, vis :— .

or 165 grains of pure gold, or 35 grains of alloy.
JSedonA.— A 5-rupee piece, equal to a third of a gold wohur,
21drd.—A 10-rupee pieoe, equal to two-thirds of a gold h # u r , . . .
2!'o'?.t>Pth»-mm’A 80»rivpee pieces or double gol& naohur- Anil tb© tlir©(i last*ifientwwed 

coins shall be of the same standard with the gold mohur, and of 
■proportioned weight. -

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 to the above, the following passages may be read 
from the report of the Currency 'Commission -

• ** Pch u  28.—The Commission would draw attention to the fact that -the price of the
gold moluir or Government piece of Bs. 15, as fixed by Aofc XV .U of 1.835, is, as nearly as 
posrible, the average market-rate of- the price of coined gold of the present day.

“  27. That price, as sanctioned by law in 1835, seems to by t he legitimate Basis on 
which, to found a gold legal tender coinage for India, consisting of pieces of 10 ana 5 rupees 
respectively, the lO-rupee pieces having tin- weight of 120 grains, and the Q•rupee pieces 60 
grains Troy. Vide Section VII, Act .X V II of 1835.”

15. In connection herewith, the following passage may be read from Sir
C. Wood’s despatch of September 1864 •

“  1 see no objection to reverting.to a state of things whiob prevailed in India for many 
years— namely, that gold coin should be received in the public treasuries at a rate to be fixed 
by Government, and pnblicly announced by proclamation. This was the case with the gold 
mohur or 16-rupee piece from 1835 till Lord Dalhoueie’s proclamation in 1852, and with 
other gold coins previously to tbo reformation of the currency in 1835.

16. There mtiy be doubt as to whether the proclamation of 1852 is any 
longer needed, and should not now be withdrawn. Mr. Laing’s opinion ex- f 
pressed in 1862 may be quoted in support of this view,,

17. If gold pieces were now to he coined in the same way as they' were 
from 1885 to 1852, the influx of gold into India, and the existence of consi
derable quantities of that-metal in the country, might ensure the presenta
tion of a sufficiency of gold at the Mints for coinage. Irrespectively of the 
presentation of sovereigns, bar gold might he bought by the Mints for coinage 
when the operation could be effected remuneratively.

18. At the same time it might he considered whether 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 same manner as was done by 
Sections V II and IX. of Act X III of 1862 for silver and copper coins#

19. Attention may be given to what has been urged in Europe with 
respect to a combined system of international and decimal coinage, whereby, 
among other things, the English sovereign would be assimilated to a gold piece 
having the exact value of 25 francs. It may be remarked that the standard 
value of such a piece, viz., of *5 francs, would approximate in intrinsic value 
to the 10-rupee gold piece of 1885, the latter being apparently slightly less 
than 25 francs? while the sovereign is 20 centimes more. Without commit*

’  '



ting myself to any opinion, I would just observe that possibly hereafter a 
bridge may have to be found to the execution of the plans which have been 
debated in Europe. The points involved in this part o', the subject arc worthy 
of further discussion, and of reference to competent authorities,

30, I  apprehend that the question of coining gold pieces, either under the 
provisions of Act X V II of 1835, or else with reference'to some other standard 
value as might be fixed after enquiry, ought under all the circumstances.to be 
eventually referred to the Secretary of State.

2jL Sa respect to declaring gold coins to he legal tender in India, I  incline 
to think that, before adopting this course, it would be better to await the effect 
of receiving sovereigns at the revised rating and of the coining of the pro** 
posed gold pieces ab.the Mints.

23. J propose, if His Excellency in Council shall approve, that the above 
points iu reference- to the coining o f . gold pieces in India should he 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 determination 
of the relative values of gold and silver in India, it being borne in mind that 
the evidence submitted by the Currency Commission is now two years old, 
and that the tendency of gold to rise in value, which was remarked by Siv 
W. Mansfield in 1861 (vide note to page 61 of this volume), has somewhat 
declared itself since he wrote.

*
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N otification bt th»  G overnment of India,' "Financial Department,
.No, 0287, dated 28th October 1868.

In modification o f the Notification by the Government of India, No. 3517 
of the* 23rd November 1864, the Governor General of India in Council is 
pleased to direct that from and after the publication of* this notification 
sovereigns and half-sovereigns, coined at any authorised Royal Mint in 
England or Australia of current weight, shall be received in all the treasuries 
o f British India and its dependencies in payment o f earns due to the Govern
ment as the equivalent of ten rupees and four annas and five rupees and two 
annas respectively ; and that, such sovereigns shall, whenever available-at any 
Government treasury, be paid at the same rates to any person willing to 
receive them in payment of claims against the Government, The gold pieces 
stated in section 7 of Act X V II  of 3835 will also henceforth be received as 
above, according to the values stated in that Act,

4 _
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M inutp try the Hobble A, J. A rbuthnoy, bated 80th N ovember 1868,

In the! letter from the Financial Secretary to the Government of India, 
under date the 30th .June last, the attention of the Madras Government 
was 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 follow
ing q u e s t io n s *

/«b — Whether the rate of ten Rupees, at which, under the notification 
of November 1864, English and Australian Sovereings arc receivable at the 
public treasuries, Bhould be revisod, and if so, what the new rate should be,

2nfl,—At what standard value should ten-Rupee gold pieces he coined, 
supposing such e qinage were resolved upon.

2. It was stated in the letter (paragraphs 18 and 14) that at present 
the Government of India is hardly prepared to recommend the declaration 
of any gold coins as legal tender, but that it would be open to the Govern
ment of Madras, or any of the gentlemen who might be consulted, to 
advance any special reasons in support of such a declaration, should they 
deem fit to .do so. .

8. The Financial Secretary's-letter was referred to Mr,. Sim, 2nd Member 
of the Board of Revenue, to the Mint Master, Colonel Carpendale, and to 
two' of the ablest native officials in this presidency, the Honourable V. 
fiathieugar and C. Runga Charloo. Colonel Orr, the Secretary to Govern
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 currency matters, was' 
subsequently invited to give his opinion on the general question of the intro
duction of a gold currency. ■

4. We have now before up the replies of the several gentlemen who have 
been consulted, except that of C. Htmga Charioo, whose onerous duties at

. Mysore have, doubtless, put it out of his power to comply with our requisi
tion. i

5. It appears to me impossible to read these papers, in connexion with the
discussions which have already taken place on this subject in fonder years 
without arriving at the fqjjlowing conclusions J " ’ *

I d .— That any tentative.measure of the nature of that suggested by'the 
Government of India, for promoting the circulation of English’aod Australian 
Sovereigns in India by receiving them into, and paying them out of the 
public treasuries at a rate to be fixed in supersession of that laid down in the 
notification of November 1864, would be a very rmsaticfaetoiy solution of 
the difficulties which have hitherto prevented the re-introduction of a o-old ' 
currency min India, and would be practically inoperative, unless thei'Soverei™ 
were declared to be a legal tender at the rate fixed on, aud unless such a 
modification was made in the Mint Regulations as would admit of the seigu
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on«ge,on the coinage of silver being varied, from time- to time, according to 
the rise or fall in the value of silver in relation to gold

2nd.— That -whatever method be adopted for introducing a 'gold coinage, 
the imposition of such-a varying seignorage on the silver coinage will be 
essential, at all events at the commencement, and until gold, shall have so 
far taken the place of silver in the currency as to justify the Government in 
placing the latter-coinage upon the footing of a subsidiary or token coinage, 
in order that the gold coin may maintain' a fixed value in relation. t.o the 
silver rupee,

3rd.— That it is absolutely necessary that whatever gold coin - may be 
introduced shall be declared to be a legal tender.

6, The reasons which render it necessary, in the event of a gold currency 
being determined on, whether the coin selected he the English and Australian 
Sovereign, or a distinct gold coin nearly air equivalent of 10 Rupees at the 
present relative value of gold and silver, that there ' shall, for a time at ail 
events, be a varying seignorage on the coinage of silver are clearly -stated In.
Colonel Grr;e memorandum. They are briefly these: that the Value of silver 
in relation to gold constantly varies, and at present has a tendency to fa ll; 
that in order that the relative value of the 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 o f the 
changes which take place in the relative value of the two metals, or that the 
intrinsic value, that is the weight or fineness of one of the coinages, shall,

, from time to time, be changed, or that the exchangeable value of one o f them 
shah, from time to time, be altered. The last of these,three processes is that 
which is practically involved in the adoption of the first suggestion made in the 
despatch now under consideration, but it is proposed avowedly as a tentative 
measure ; and there can, I  think, be no question that, it would cause much 
confusion in accounts and great general inconvenience. The second may he 
dismissed with the remark that it would be practically impossible ; and there 
only remains the first, viz., the imposition of a varying seignorage on one of 

’ the two coinages, which is apparently the only convenient inode of meeting 
the difficulty arising from the variations in the relative market value of the 
two metals.

7, In regard to- the question of declaring any gold coin that may he 
introduced a legal tender, it  appears to me essential that this should be done, if 
it be only to counteract in some measure the well-known tendency of the 
people of this country to depreciate the value of coins of large denominations,,
It is probable that, whatever gold coin might be introduced into the currency 
withouWfoeing made a legal tender, in many parts of the country batfca would 
be charged on every such coin, when tendered in piyment of a debt. More
over, it is very doubtful whether any coin not a legal tender, and conseque ntly 
not a part o f the legally current coinage of the country, would command that 
confidence which would enable it to pass from hand to hand, and which is - 
essential to the effective circulation of any form of currency, whether it be 
gold, silver, copper or paper. In reference to this point Colonel Smith observes 
that, before the Act of 1835 was passed, the 15 and 10-Rupee pieces which 
were then legal tender, though not deroandable, circulated freely, and were 
taken without.hesitation j but that lately Sovereigns held by the Government 
of India, although their exchangeable value was superior to 10 Ru pees, could 
not begot rid of from the public treasury at that rate, and were -sent home

113
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to England. It was, I think, correctly laid down by Mr. Massey, in his 
Minute of the 2nd February 1868 as an axiom which must be accepted, that 
it a gold currency were to be introduced “ nothing short of the recognition o f 
the Sovereign or some other denomination of gold coin as a legal tender 
would suffice.”  The same opinion is expressed by the Madras Chamber o f 
Commerce in their letter of- the 5th ultimo, and also by the Bombay Chamber 
in. their, hitter o f the '14th September. V , ,

8. Subject to the two essential, conditions above adverted to, vis., that ft 
vary ing seignorage-shall be imposed -upon silver, and that whatever-gold coin 
may hS adopted shall be declared a legal tender, it appear* to me that there 
will be no serious difficulty in introducing .a gold currency by one of the 
following methods t—■

Either by declaring the English and Australian Sovereign and Half-Sovereign to be a 
-lesHat tender at 10 and 5 Rupees,- respectively, aboHshinp the seignorage on  gold and raising 
tifat on silver by such a varying percentage aa may, front time to time, be requisite so to 
fid just the relative exchangeable value o f the two coinages as to encourage- the importation 

■ o f gold and its delivery at the Mints, fo r  coinage.
Or bv coining gold pieces more nearly equivalent to 10 and 6- Rupees atjJtf present, 

value of silver, providing .at the same time for the imposition of a varying seignbrago.pn the 
latter coinage.

9. The first of these measures has been recently advocated by three officers 
of considerable experience in currency questions, Colonel $. 1\ Smith, form
erly MiDfc Master at Madras and Calcutta successively, and Colonels Hyda 
and Ballard, the present Mint Masters at Calcutta and Bombay, lb has the 
great practical convenience of introducing into India the cdio which is in use 
in those countries with which India has its most intimate relations. One obi 
jeetion to it  is, as Major Chesney remarks in his recent work on Indian 
Polity, that it- would cause a rise in tlm value of the silver coinage and a con
sequent 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 the 
seigniorage imposed on the new silver currency. The exchangeable value of 
the Rupee would certainly he raised by the enhancement of the seignorage,

, and. prices would fall in proportion j but the fall, as Colonel Ballard shows, 
would be very gradual, and would scarcely be appreciable.. It would be as 
nothing in comparison with the rise of prices which has taken place of lata 
years. It would probably be less than that which would be caused by any 
great extension in the circulation of the paper currency.

10. Another objection which X am aware ha? been advanced, and which,
though -apt expressly stated, was probably one of the objections in the minds 
of the Bombay Chamber of Commerce when they designated bhe artificial 
methods- proposed for raising the value of the Rupee by raising the seignorage 
on the silver coinage as hardly less objectionable than an actual increase to 
the intrinsic value of'the Rupee, is based upon an idea that the measure 
would affect exchanges by raising the rate of exchange in the case of Bills 
drawn m London upon India, and lowering it in the case of those drawn in 
India upon London. According to the latest quotations the price of silver 
in London was while the Secretary of State’s and Mercantile Bills were
Belling for L . life?, per Rupee. Now the Rupee contains silver worth jolly 
I#. 1 0 p ., when the price of that metal is 60^d., audit follows that Bills ok 
India were selling in London for some four per cent, more than their equi
valent of bullion, The difference is accounted for in a great measure by
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•assuming that the purchasers of the "Bills took into consideration the cost of 
sending out bullion, about two per cent., and the seignorage of two per cent, 
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 continues to be 
the measure of value, and so long-as the Rupee is the money of account, is to 
enhance the cost of remitting money to this country, and that if the present 
seignorage on silver of two per cent, were raised to sis. per cent., which 
would bo necessary in order to admit of the Sovereign being brought into 
circulation at the exchangeable value of Rupees 10, the price of Bills on 
India would be raised also by 4 per cent., or 2s. 0Id. per Rupee when silver is '
6-0|flf. per ounce, a serious consideration so long as the balance of trp.de contin
ues to be in favour of India, if the effect adverted to were likely to be of 
lengthened or indeed of any duration; but those who advance this objection 
would seem to have overlooked the fact that, so soon as the Sovereign had 
taken that place in the currency which the advocates of its introduction 
desire to obtain for it, it would become the real standard of value, even 
though the Rupee like the f  ranc in France continued to be the money of 
account. Thus, supposing the Sovereign to be a current coin in India 
at the exchangeable value of 10 Rupees, and that there were no seign
orage on the coinage of Sovereigns, a merchant in London, having to 
remit 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 l'ate of exchange would be determined 
mainly by the cost of remitting specie or bullion, The remittance would be 
made in terms of Sovereigns,*but if the Rupee were the money of account, it 
would be entered in the accounts of the person who received it as a remittance 
of Its. 10,000, as he could at any moment exchange the 1,000 Sovereigns for 
Rs. 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 
force to the introduction of the Sovereign Into the Indian currency on any

* Since the above was written X have seen an article in .the Money Market Review, dated the 
21th October last, pages 385 and 386, the following extract from which seems to rapport the 
theory which I have hero ventured to advanoo.

“ If the Sovereign be declared legal tender-at El0, an arbitrated par of exchange between 
India and England will be established that will not fluctuate with the rise and fall of silver 
bullion in the London market, and thereby the intricacies of commercial exchange between the 
two countries, created by bankers and bullion dealers only for their manifest advantage, will be 
avoided ; for the par of exchange will mainly depend upon freight, insurance and brokerage, which, 
being once settled, will continue fitted for long periods, at a rate between three and two per cent., 
or less, according as England or Australia may export the Sovereign to India.’ ’

“ The following table shows the net arbitrated par of exchange that will thus be established 
if the Sovereign be made a legal tender at. BIO in India, and, instead of the exchange with 
■India being quoted at the unintelligible rates of ao many shillings, pence and eighths per Rupee, 
bills on India could he sold at a discount varying from two to three per cent, which is easily 
understood by all and could be readily calculated without the aid of cumbersome tables of 
exchange

Charges at Arbitrated par of Arbitrated par of
per cent. Exchange per Exchange at

Rupee. Discount of
3 24*18 1*J>6
2* 2A60 2-43
3 2473 2-92

'
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■terms, 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  <mdden and 
large demand for Sovereigns, for exportation from England to India, on -the 
occasion of a monetary crisis in the latter country. It is argued that., in case 
of t pressing demand for̂  coin, Sovereigns might be exported from England 
to India in, preference to bullion with the view of- av oiding1 the delay which 
the process of assaying the bullion necessarily involves, and to such an extent 
as to cause serious inconvenience to the English poblic. The contingency is 
one which, doubtless, ought to be qoasjdeerd; but it is difficult to suppose* 
that it can 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 uni versa! currency to be adopted by all the 
nations of the civilized world. I t  is, I imagine, one of those cases in which 
the: probable and almost certain conveniences of the course recommended more 
than counterbalance any possible inconveniences that might occasionally arise.

12. The only objection to the plan of adopting a distinct gold coin for 
India is that it would postpone, for an indefinite period, the extension to 
India of the convenience of having a gold coinage similar to that which is 
said 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 connected in its 
commercial and political relations.

18. The objection to the introduction .of the Sovereign as a standard of 
value at any rate, other than ten Rupees, -is the confusion it would cause in 
accounts. This objection is adverted to in the letters from the two Chambers'

. of Commerce, and it appears to be generally shared in by mercantile men.
Since.these papers came before me, a resolution has appeared in the Gazette o f  
India, intimating that Sovereigns will, until further notice, be received into, 
and paid out of, the public treasuries at Rs. 10-4-0 j but at the present price 
of silver it is difficult to conceive that this measure will be more successful 
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 circulation ; 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 bo a legal tender.

15., In regard to the standard value at which the Rupee geld pieces 
should be coined, supposing such coinage were resolved on, 1 think that, for 
the reasons stated in. Colonel Orr ŝ memorandum, the 10.Rupee gold pieces 
should be of 120 grains, of which one-fcwelfth should be alloy, such additional 
seignorage being imposed on the coinage of silver as will encourage the 
importers of bullion to import gold for coinage.

Tfi. On the whole, however, I am disposed to think that to declare the 
Sovereign a legal tender at ten Rupees, imposing at the same time such an 
enhancement of the seignorage on silver as may be requisite to bring the 
Sovereign into circulation at that rate, is the best and most convenient 
method of introducing a gold coinage that, under present circumstances, can 
be devised.

1’?. In 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 meet the monetary requirements of India. That such a currency is a great
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desideratum is flow admitted almost universally; and, this being so, f. would 
observe that the present time, when.the price of silver is comparatively low 
and itstendency is apparently to .fall, appears to be a peculiarly favourable 
time for the introduction of a gold currency, for the comparative cheapness of 
silver in relation to gold renders it much more easy than it otherwise,, would 
be, to reduce the silver currency, by means of an. enhanced seignorage on all 
future coinages of silver, to the position of a subsidiary or token currency, a 
process which is absolutely ne^ssary, if - gold is to take that place in the 

* currency which appears to he desirable.with reference to the increasing wealth 
of the country. -  ’ :
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■ XVIII.
'Prom the Government of India, to the Secretary of State for India,

No. 333, dated the 23kd Deckmber 1368,
By our despatch No, 29 of the 22nd January 1867. we submitted 

oopies of thfVJ'aport by the Commission appointed to enquire regarding the 
currency, both paper and metallic. We now desire to address you in respect- 
to that part of the subject which relates to gold.

. *2. It will be in your recollection that by the notification of the 28rd 
November 1864 the Government of India engaged that sovereigns and half- 
sovereigns should be received at the public treasuries as -the equivalent of 10 
and 5- rupees respectively, until further notice. The declared object ci tills 
was that “  the circulation of British and Australian sovereigns in all parts o f 
British India should be encouraged and facilitated.”

8, In his despatch of the 26th September 1884 on this subject, the 
Secretary of State remarked that there was “  no objection to .reverting to a 
state of matters which prevailed in* India for many years, namely, that gold 
coin should be received into the public treasuries at a rate to be fixed by 
Government and publicly announced by proclamation.’ '

4. Further on. he laid it down that —
“  the question as regards the introduction o f the sovereign into circulation at the rate of 
Be. 10 uinst depend on whether it ..would bo 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 order that he may have the power of paying a sovereign in. discharge of a*debt which he 
may equally dischargewith tea silver rupees. ’ It is not probable that at the present relative 
value of gold and silver, any one would inohrthe loss which such a proceeding would involve,
*  * ® Whether it would do so, and to what extent, can o n ly  be determined by 

■ experience. .
5. Further again, in reference to the notification above alluded tm he 

observed
4<It will, as far as it goes, facilitate* the use o f the sovereign and half-sovereign in ail 

parts of India; it will pave the way for the use o f a gold coinage, in whatever shape it may 
ultimately be found advisable to introdueo it,”

8. Before proceeding further, we would observe, in reference to this 
extract last quoted, that, in fact, India had never been without a gold coinage ; 
that such coinage had been put on a legal footing* by Act XVII of 1885, 
which law had never ceased to be acted upon in respect to the coining of g*>ldf 
as shown by the Calcutta Mint return for each year up to the present time,

7. In the first instance, some measure o f temporary success followed the 
issue of the notification above referred to, and about 500,000 sovereigns were 
received into the treasuries. This was, doubtless, owing to the then peculiar 
state of the exchanges. O f the above amount, a large portion was readily 
taken out by the public. A  portion, however, remained on the hands of 
Government, and that was remitted to England with a fairly advantageous 
result. Since that time, however {1864-66)»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 except 
under very exceptional circumstances, to remain inoperative. * *

8. The cause of this Is, as we certainly believe, that in the notification 
the amount of 10 rupees offered as equivalent for the sovereign is not generally 
sufficient to attract sovereigns, inasmuch as the above rate is somewhat below 
the market value ancHhe intrinsic value of the sovereign. It is therefore

858 F.&C. D. ' J
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manifest that if afly .effect is to be given to'the principle nanotioned by thd 
Secretary of State in 1S64, a rate .somewhat above 10 rupees must be offered.
This necessity, was, indeed, predicted in 3 884 by several authorities in' this 
country. Sir William Mansfield among them. The same conclusion was 
dearly pointed to by the facts and considerations forwarded with the Secre
tary of State's despatch in 1864. And this view was further enforced by the 
Currency Commission in 1866. In short, the object which the Secretary o f 
State desired to attain has not been attained, because the proffered rate was 
too low,

0. There is also another cogent reason for revising the rate of the noti
fication, By the Act {XV II of 1835) the standard and the conditions for 
coining gold pieces as equivalent for 3 5, 10 and 5 rupees are fixed. Accord
ing to that standard, a 10-rupee gold piece'has‘120 grains, including alloy ; 
whereas a sovereign has 1834 grams and would be worth not Be. 10, but 
Rs. 1.0 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 is still iu operation. Now there is a manifest difficulty in 
maintaining a rate each as that in the notification of November 1864, which 
makes m  official deduction from the .proper value o f 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 coins to the prejudice of the British coins, 
and which is at variance with a standard fixed by law in India. It is thus ' 
not only very desirable, but necessary, to rectify the official value of the 
sovereign, so 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 V II  of 1835.

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

11. Looking, then, to all these considerations, to the recommendations 
of the Currency Commission, to the opinions of those authorities who have 
been consulted, and especially to the opinion of the -able and experienced 
Secretary of the Bank of Bengal (a copy of which 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 accord
ingly.

12. W e bear in mind that the facts and considerations adverted to in the 
Secretary of State's despatch of September 1864, and in the minute by Mr. 
Arbufcbnot forwarded at the same time, point to a higher rate even than 10 
rupees 4 annas. It  has-also been remembered that for some time the current 
market price of gold has been higher than the last-named rate. I f, then, it 
should appear at first sight that a higher rate than 10 rupees 4 annas should 
be offered, we would observe that intrinsically it is sufficient; that it is m 
much as could prudently and safely be offered; that sovereigns received at 
this rating could, sooner or later, be certainly disposed of without loss to the 
treasury; that if a higher rate were offered, there might he difficulty some
times in disposing of the sovereigns advantageously. On the other hand,
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there is no probability of tha revised notification remaining, lifes the former 
one, a. comparatively dead letter. Already some thousands o f sovereigns at 
the new rate have, been received at the Calcutta Treasury, and more are 
expected to be paid in,

18, Seeing- that -the rate o f 10 rupees 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 their ttndinainshed usefulness 
and p o p u la r ity w ©  have determined to receive these pieces at the public 
treasuries at the. Valuation fixed by Act X V II  o f 1835, and we have notified 
accordingly. Previously to 1858 these coins 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 o f an 
excessive influx of gold from Australia. That apprehension has now, o f 
course, passed away# It  is thus plain that these pieces may be received at 
the. treasuries without loss to the State and with much convenience to the 
people* Notwithstanding the disadvantage o f hot being receivable at -the 
treasuries, these pieces have, during the period which has elapsed since 1852, 
been coined at the Calcutta Mint to the value of upwards of one million ster
ling. Bor this coinage the gold was almost entirely received from  the public,

. and tbe coins are believed for the most part to have been sent up-country. 
We shall continue, o f course, according to the law, to coin in this way all 
gold bullion or specie that may be presented for coinage. ,

14. I t  will .be for the Financial Department to determine from time to 
time what should be done with any superfluity o f sovereigns which might 
possibly accrue, namely, whether to .coin them into Indian pieces or to remit 
them to  England, when such an operation might be favourable with regard to 
the state of. exchanges.

15.,. I t  will be for  experience to determine, whether sovereigns will lake 
a place as current coins, 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 sovereigns will be taken out 
of the treasuries as freely as they are paid in at the rate stated in the revised 
notification. I f, 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. ■ i f  the latter result should come about, {there 
would be proof of the impossibility o f successfully applying the sovereign to 
currency purposes in' India,

16. Heretofore, however, only 15-rapee pieces have been coined, although 
the law authorises the coiuage of 10 and 5-rupee pieces. W e propose to 
make early arrangements for the coining, according to law, o f 10 and 5 as 
well as o f  15-rupee pieces.

17. W o append copy of our recent notification above alluded to.
18. la  conclusion, we hope it will be understood that we have steadily 

kept in view the advantage of ultimately making gold a legal tender.
19. On a careful retrospect o f the whole case, we apprehend that 

experience shows that what may be termed artificial difficulties have arisen., 
first, from thh prohibition to receive gold at the treasuries in 1853. After 
that it was attempted in 1861 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 tentative, in order that we may become sure o f  the fact



as to the r^ative value of gold and silver in India before we make the 
' attempt to stereotype the results by a law and commit ourselves finally to the 
legal tender of gold. It is our belief, however, that the time is not far 
distant when such a 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 has subsequently reached us,

20, Our honourable colleague Mr* John Straehey, does not concur in' the 
substance of this despatch. • The Minute which may be recorded by. him on 
the subject will he subsequently forwarded,
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M inttb by f i b  Hof 'Iu.k J ohn Stbacjiky, dated SOth J aXuaky I860.

. In the last paragraph' of the despatch to the Secretary of State* dated' the 
2Brd December 1868, on the subject of a gold currency, it was stated that 
i  did not concur in the conclusions arrived at by the majority of the Council, 
and that the reasons for my dissent would be subsequently recorded.

In October last I objected to the issue of the notification, by which it was 
declared that Sovereigns would be received at the Indian treasuries in pay
ment of sums due to the Government, at the rate of 11s 10-4-0 each. The 
Minute which I  then wrote was accidentally mislaid,, and 1 now wish again 
t0 state the grounds upon which my conclusions were founded, and which 
led me fo disagree with the despatch of the 83rd December to the Secretary 
of State.

2. From Sir Richard Temple’s Minute of the 5th June 1868 it appeared 
, that the main object which he had in view was to carry out Sir Charles

Trevelyan's idea of making the. Sovereign a subsidiary part of the Indian 
currency. The notification issued by the Government of India in November 
1864 declared that it was expedient u that the circulation of British and 
Australian Sovereigns in all parts of British India and its dependencies 

' should be encouraged and facilitated,*J and it was ordered that Sovereigns 
and Half-Sovereigns should be received in all the Indian treasuries as the 
m  uivalents of its. 10 and 5, respectively. It was stated by Sir Richard 
Temple that this notification had remained almost inoperative, because the rate 
at which the Sovereign was valued was too low, and he proposed in his 
.Minute of the 5th June 1868 to revise that valuation. The revision was 
actually made by the notification of the 28th October ,1868.

3. I objected to the issue of "that notification, because it seemed to me 
clear that it could have no effect in bringing about the end at which the Gov
ernment avowedly aimed,— the circulation of Sovereigns in India as money.

I f the rate fixed by the Government gives a value to the Sovereign above 
its 'actual market value in relation to silver, Sovereigns will be imported and 
will be paid into the treasuries. But in this event the Government will be 
unable to re-issue them, and they can never come into circulation.

If, on the other 'hand, the rate lived by the Government be too low, no 
Sovereigns will flow into the treasuries, and there will be none to issue.

4. If it were possible to fix precisely a rate which would represent the 
present relative value of the Sovereign and Rupee, then it might be anticipated 
that, so long as that value remained unaltered, Sovereigns might come into 
circulation and remain in circulation. But as it is not proposed to make the 
Sovereign a legal,tender, it would have only a bullion value; and as theory 
and experience alike show, this value must constantly fluctuate. Any flnctua- 
tion in the value of the Sovereign above or below the rate fixed by the 
Government, exceeding a certain small margin, mush necessarily lead, on the 
one hand; to the withdrawal of the coins from circulation, dr, on the other 
hand, to their accumulation in the treasuries.

Exactly the same conclusion will apply to all other gold coins, ’whether 
they be coined under the law actually in force in India or not; unless they be
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made a legal tender, and unless at the same time they be so rated in relation 
to the silver coin as to prevent their being sold as bnlltoo; they cannot remain 
permanently in circulation. No coin that is not a legal tender can - have any 
other character than that o f an article o f ordinary merchandize, nor, indeed, 
even if it be made a legal tender, will it lose that character. I f the currency 
consist of coins of two metals, nothing can prevent the eventual disappearance 
of one of them, unless? some system of a subsidiary token, coinage, like the 
silver coinage of England, be adopted,

5. ‘Although the notification of the 28th October 1838 declares the pri
mary object of the Government to be the introduction o f the Sovereign into 
the Indian Currency,.-it appears from Sir R , Temple*s Minute of the 5th duns 
1868, and from  the despatch of the 23rd December to the Secretary o f State, 
that the real intention is to obtain by this means gold for the coinage o f new 
gold pieces under Act X V I I  of 1835,

6. Even if it be admitted (which I  am very far from admitting) that gold 
can he'obtained by such means, and that this is the best way of obtaining1 it, 
and that such new gold pieces could at the present time be coined to a large 
amount without loss to the Government, it seems to me certain, for the reasons. ‘ 
already stated, that these coins, not having been declared a legal tender, either 
could hot come into circulation,,vor could not remain in circulation. But if  the 
first condition of making the coins a legal tender were complied with, would it 
really be possible to keep gold  pieces coined under the Indian Act of 1835 in 
circulation ? I  believe ’ that this would certainly be impossible, because the 
second condition that the gold and silver coins must be properly rated in rela
tion to each other would not be fulfilled.

7. The proposition to coin gold under A ct X V II of 1535 was, I believe,
first made by His Excellency Sir W illiam  Mansfield in his wcU-known and 
valuable Minute of March 1864, ,

His Excellency showed that the market value of gold in India previously 
to the gold discoveries had been considerably higher than the value assigned 
by the Amt o f 1835, B e stated that the value of silver under that A ct is 
5s» i\d. the ounce. (< M r. Wilson ** {H is  Excellency observed) “  estimated 
the value of silver, cud doubtless with correctness, to have been about 4#. l i d ,  
prior to the gold  discoveries.- At this price the Sovereign is worth very nearly,
Bs. 11, the British Gold Mohurstruck to represent Ils. 15 being on such 
terms worth more than B s . 16. Consequently, the Indian Act of 1835 de
clared silver to be worth per ounce more than it ‘really was, as interpreted 
in the price o f gold by the public.** H is Excellency went on to show that 
the price of silver had subsequently risen. “  Circumstances,** lie said,.“  have 
combined to establish the price of silver at about 5s. %d. A t this present date 
(March 1864) it is indeed higher, it having reached. 5,?. 2£rA, or closely to the 
price indicated by the Act o f  1835, with respect to the value of the British 
Gold Mohur o f H i 15, after allowing for mint charges *  *  that is to say,
the Kupee has come to have nearly the value in gold which was formerly, but 
erroneously, attributed to it. This being so, we are perhaps relieved from  a 
very difficult and responsible duty. W e arc saved from entering into a calcu
lation with an intention of re-adjusting.the legal equivalents of gold and silver 
in India, I t  appears that we may simply take the basis laid down in the Act 
o f  1885 as we- find it, and leave it entirely undisturbed so far as this very 
important part of the question of introducing the legal tender is concerned.



Htii ExceUtvnly added that it might perhaps be urged that the price of silver 
was then exceptionally high, and that it could not be maintained, and that, 
the value aesigued by the Act of 1385 would be found still to exclude gold as 
it toad done formerly,- His Excellency did pot share this' apprehension. He 
thought it probable that A, ha higher prices of silver would be maintained, but 
said that it it sboukl.be found after a few years that the rates laid down in 
the' Act were too -favourable to -silver, 4‘ it would then be for the adraimsfcra- • 
tion .of the day seriously to entertain the question of re-adiuahinp- the W i  
equivalents/' '

A similar recommendation to that made by His Excellency Sir William 
Mansfield in 1804 was repeated in October i860 by the Commission appointed 

• to inquire into the operation of Act X IX  of 1881, of which His Excellency 
was President. "  The Commission," it was stated, ■“  would draw attention 
to the fact that the price of the Gold Mohur or Government piece of Eg. 15 
as fixed by Act X\ I I  o f 183;!, is, as nearly as possible, the average market 
rate of the price or coined gold of the present day,, That price, as sanctioned 
by law in 1885, seems to be the legitimate basis on which to found a gold 
iegal_ tender coinage for India, consisting 0f pieces of R«. 10 and 5,tore
spectively,-the 10-11 upee pieces having the weight of 120 grains, and the 5. 
Hupee pieces 60 grains Troy." .

8* I have referred'at some length to the views of His Excellency Sir 
V\ 1.1 ham Mansfield, because, in the absence of any distinct statement of the 
reasons which have led Sir Etc hard Temple to his present conclusions, I pr6. 
sume, that the opinions expressed by His Excellency in 1881, and which were
repeated by the Commission of I860, are those on which the late measures 
have been based.

0. The real question now before us.is whether the rating of the value.of 
f 1;! and silver under Act X V II 0f .1835 is a proper rating to accept for a new 
Indian gold coinage which shall have a reasonable prospect of remaining

There can .be no doubt that gold is and has been Relatively cheaper in 
India, as compared with silver, than it is in London. The reasons for this 
fact have been stated by Mr. Arbuthnot in his “ Notes on Sir Charles '

* Dated t reasury, Whitehall, 16th Ircvelyan a Minute on a. Gold Currency for
, I, ,. most, dearly « h OT3t iJ y  

l oi faculty of reference 1 shall quote them at some length:__ J
• “ On wbat groats a-, then, ift it supposed that the general law is inapplicable to India ,mri
in what way are we to account ior the undoubted fact that cold is velnMwIv ■
India, as compared with silver, than in London P g W * * 9 ™ *  oheaP(!!

iB ° wir,g t0 the position which India holds,' add Js

“  Silver is'-the standard and the regulator o f  prices in India to the entire exclusion of 
gold as a measure of value. . It s so generally in Jtlie East. Except ® h # o S S f v, t  
small commurntiesof Ceylon, Mauntu,., and Manilla, and doubtfully in Ja ailf g J d 5ygJ J  
enters into the currencies o f the vast regions eastward of the (Pino J  a T  * , !ira.T
ward of Australia. U follows that It i L m p a r a t i ^  J
the silver money of those regions. The material 0f that ituinev r . , ,1  l ! u  y
London, must hear the charges o f  freight, insurance, interest a n d ' L rorm tS * f f
taam -to n  V »  « * .  (•< « n  in * » .  Dunlop'. p „r or), bo brongM
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into circulation in India. It  is by tins silver inrtastm of valao, thus enhanced in price, that 
the cost of the Australian Sovereign is estimated in Sir Charles Trevelyan's Minute.

«• Keinove the impediment to the concurrent circulation of gold with silver, and the cause 
of this difference of'value between the two metals in the West and the East will disappear.
The tendency, at le tst, inuet.be to an equalization of the general rates of the bullion market 
in both quarters. It  is therefore the price o f  silver in London, and not the price at which 
Sovereigns can be laid down at Calcutta from  Australia, as estimated in present currency o f 
India, 'which should 'be regarded as the point for consideration in this matter.

«  A nd this constitutes the main difficulty in devising-any measure for the introductforr 
of a Gold Currency into India. Experience is wanting fo r  a guide, Paring the first half 
of tba present century there was little variation in the comparative value of gold and 
silver. The normal price o f silver of -British standard in London was about 60c?. tie-ounce.
The new discoveries of g o ld 'disturbed this relation, and the price of silver has of late years 
been subject to so ranch fluctuation that it would be difficult now to fix an average for the 
concurrent cumulation o f  coins of the two metals. But -this is  not ail. Although the ulti
mate value of gold and silver must, as before observed, be derived from the value of the 
labour employed in their production,, their immediate price is governed by the law of supply 
and demand to-an extent and sometime* fo r  a prolonged period of time exceeding that which 
applies ho other commodities. The price o f  standard silver in London lias beep..mainly 
influenced of late years by the abnormal requirements for India. When the Aeniand fo r  
transmission of'silver thither has bhen great, the price in London has risen ; when it has 
tbnjprtmtily Ceased, it has fallen—on one occasion even -to an extent which touched the point 
at which it would have been profitable to  send silver to Francs. Any measure, therefore, - 
which would lead to the practical employment of gold in preference to silver in the 
currency o f India would enuftp a cessation in this demand, and load to a  vo-action in the 
upward tendency which km  ofiate prevailed in its price as compared with gold .

10. I  think that Mr. Arbuthnot has in-this paasago summed _ up almost 
ev ery  tiring of importance that can be said upon the subject.  ̂ It we intro
duce* a Gold Currency into India, the relative prices of gold and silver in the:
Indian markets will become approximately the same as the prices' that -obtain 
in Europe. I f  the conditions under which the two metals are used in- India 
be Assimilated to those under which they are used in Europe, the relative.
Value o f  the two metals in the two quarters of the world eannqt remain 
se n s ib ly  different j the quantities of the precious metals in 'Europe, both in 
actual use and from time to time corning into, the market, are likely to be so 
much larger than th<f corresponding quantities in India that the European 
standard of relative value will be that to which the Indian, values must 
constantly tend.

I t  seems, therefore, clear that no gold coins, could be strubk In India 
with a reasonable expectation that they would remain for any considerable 
time in circulation, unless their intrinsic value were regulated b y  the average , 
relative value of gold and silver in Europe.

11 It is stated in paragraph 4 of the late despatch to the Secretary of 
S t a t e ’ ’ that the standard laid down in Act. X V I I  of 1835 for determining 
this relative value ** is found to be a true and correct one ; it has been for 
many years, and continues to be fixed by a law which is still in operation.

Again, in paragraph 12 of • the despatch, it is said, with regard to the 
va lu e of Es. 10-4-0 which has been assigned to the Sovereign, that ‘ ( intrwisi- 
o i l v V i s  sufficient/7 that “ it is as nfgeh as* could prudently and safely be 
o ffered /7 and that “ there is no probability of the revised notification re
maining, Uke the former one, a comparatively dead letter,’ 7

N ow, if these statements be correct, my own views must_ be altogether, 
w m m . ? The question at issue is not one of opinion ; it is a simple question



ol’ fact. The question is whether the relative value assigned to gold’ and 
silver in the Act of 1835 is or is not correct at the present time, whether it 
has been correct in the past, and whether there are reasonable grounds for 
supposing- that it will be correct in the future. • ,

18. Act XV I f of 1885 assumes that the value -of gold and silver is as 1.S 
• By this is meant that.' coming f° L Tbe value given'to the ounce of silver 

I os, of standard gold to be eqaiva- by the Act is 5s, 2^- d.* The number of 
.lont to *8-i7-io^ l a*, of at»u<Urd grains of fine- gold in a 10-Rupee wold piece
f-slver is, according- to # e  Act, worth un(i tlA  Act, ik \ 1ft Thf* aF a Snv
one-fifteenth part of that gmu, or • . A . ,lS ,* Va ue ° i- a  „ V"62’3rf, ereign containing il.3'002 ‘grains of fine

gold, expressed in relation to the quantity of 
silver in the Rupee, is, according to the Act, Its. 10-4-4.

^ ow there can be no doubt that, shortly before Hia Excellency' dr 
v» iluaur Mansfield wrote ,his Minute in' March 1864, the market prices of

t W w O M U  p. H T *  XI__Be- * l ' “ ' “ tn? !l7  ? " ! ! & #  ">  L ° “ d“ “  f ’ 0™ ^
port of.Commission to inquire i«totbe approxim ated to those assigned  by th e  A c t
operatioa of Act X4X of 1861. of 1835, In January 1864 the London

price was 5a. 2|y.f i t  is also true that in 
J une 1366, a few months before the submission of the Report of the Com
mission to inquire into the operation of Act X IX  of 1861, the price of silver 

• m London was b#. I f these had been the prices which have commonly
prevailed, the conclusion stated in the passage which I have just quoted from 
une late despatch to the Secretary of State would have been fully justified, 

Jntt unfortunately these high prices of silver have been altogether 
exceptional

i U, I invite attention to the tables showing the average prices of silver
for a long series of years, published in the 

* Vo!*Ii*pp" !u to ,Ti- Appendix to the Report of the Commission to
. which I have just referred.| These tables 

show that for the E5 years between 1819 and 1843 the average price of 
standard silver in London was 4s, ILU*d. per ounce, and that the average 
value of gold to silver was 1 to 15*604.

In the 22 years between 1844 and 1865 the average price of silver was
‘if ’- ahd the value of gold to silver was 1 to 15*36S*

Xn no single year since 1820 has the average relative price of silver in 
London been m high as the price assigned by the' Act of 1835 ; and it will be 
seen from the tables that it has only been on the moat rare occasions that 
such prices have been occasionally touched. Since the Report of the. Com
mission of 1866 was submitted, the average price of silver has shown a ten
dency rather to fall than to rise. Since J uly 1866. the price has never gone 
above 5s. Id. During the whole of last year it was about 5s. 0£<L The 
recent stoppage of the Bills o f the Secretary of State on the Government of 
India 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 5s, Qf«!, to $s. Q|d

14. The Financial Department has been good enough to furnish me with 
the-iollowing .table. The .figures illustrate, I think," in the most forcible

l 2
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manner the facts regarding .the prices of silver which. I have jest been 
etatirig; —

Pric0/  f Y  oK mT  sflver gra?Mmnno Odd E<r»va1ent of 8 .vereimi .^ X aR u p oe
X S X d n -  ({ oZ St-“d‘ ina 10‘**IT PS # a C W* ? AA< B • ard containing piece- equal to 0oM in Bupaos ofc Io.j .wt.JS fine
mg 441 grams .140 grains fine 1,650 grains gmus fine Silver. l’ Sil^r.
fiue Sijvet. *  J 3.t7.Kq). fine Silver

,, a. 1 ; R>s. Kb.- A. P. d. .

(T 0 15-71-to 1 105-01 1070 -  10 .12 2 2:130
5 15-65 „ 1 105-45 1072 «  10 11 6 S2 -A0
B 0$ ’ 15-53 ,, 1 105 80 10-67 ** 10 10 9 22 48
5 0| 15-52 „ 1 '106-82 10"68 m 10 10 1 22'53
6 1 15-45 „ 1 ‘ 106-76 10'58 -  10 9 3 22 67
S . lj 15-39 „ 1 107-20 10-54 .  10 8 8 2276.
5 14 15*34’tt 1 W7-64 10*50 . -  10 8 0 22-85.
5 1| 35-27 „ 1 108-07 40-46 <• 10 7 4 22'95
5 2 15-21 „ 1 108-51 ' '10'41 -  10 6 7 23**4
6 24 . 15-14 „ 1 108-95 W37 *  10 5 11 23-13
0 2| 15-03 „ 1 109-39 10-83 • 30 5 2 . -23-23 #
0 2| 15:02 „ 1 109-83 10-29 ». 10 1 8 23-32
5 3 W06 1 lib-27 10-25 «  10 ' 4 0 23 41
6 S-96 1471 „ 1 112 10-08 «  10 .1 0 23*76
5 4-575 14-60 „ 1 US 10 »  10 0 0 24 15

15, If the conclusion already stated be correct, that supposing serious 
measures to be taken-lor introducing a Gold Currency into India, the relative 
prices of gold and silver will approximate to those which obtain in Europe.
I think that the foregoing figures show that it is impossible for the 
Government to coin gold pieces to a large extent, which shall be a legal tender, 
at the rates laid down in Act XVII of 1835. Take, for example, the price 
of silver in London according to the last quotations, 5*. O f 'd. According to 
this rate the actual relative value of gold'and silver is, in London, 15-62 to 3 ; 
according to the Act it is 15 to 1. According to the actual market rate in 
Loudon °10 B/upees in silver are equivalent to 109-76 grains of gold ; ac
cording to the Act they are equivalent to 110 grains. According to the 
market rate a Sovereign is worth in London the quantity c i  silver contained 
in Ks, 10-10-1; according to the Act it is worth Its. 10-4-4.

Even if it could be admitted that, in consequence of the present depre
ciation in the value of gold in India, pieces of 1110, containing 110 grains 
of pure wold, can be coined without loss to tfoe Government—and this as I 
shall hereafter show is not the caseMfc is clear that any increase in the value 
of gold would lead at once to the demonetization of the gold pieces. _ #No.w. 
the introduction of a-gold coinage must necessarily cause an increase in the 
demand for gold, and a red action in the demand for silver, and therefore a

-» "
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gradual rise in the. value of gold and & fall in the ' value of silver ; tnere- 
would thus be a permanent and an increasing tendency to prevent the gold 
piece's remaining'in circulation at the value which had been placed upon them,

16. I  am aware that it. has been argued that gold might be introduced 
into India, directly from Australia, at a cheaper rate than from -England, and 
that India n ight consequently hope to obtain its gold*at a price which would 

. admit of a. relative rating of gold and silver such as that fixed by Act X y  11 
of 1835. But it must be remembered that the necessary tendency of trade 
is to seek for the largest possible profit, and that.the reduction of price wnich 
would be made by the owner of Australian gold would never go beyond the 
amount which- would-just-suffice to underbid the London seller to the Indian 
market, It would, therefore, still be true that the prices of Europe would 
regulate those of India, and that there would be a constant tendency towards 
an assimilation of the relative values of gold and silver in India and in 
Europe, although possibly gold might be, to some smalt extent, cheaper in 
India.

17; I must now refer to the question of the economic possibility of coin* 
ing jjold pieces under Act X V II of 1335 from gold obtained under the opera
tion of the notification of October last.

That notification offers Rs. 10-4-0 for a Sovereign. The current market 
value of the Sovereign is quoted at Rs, 10-4*0 to Rs, 10-6-0, I  understand 
that, as a fact, Sovereigns are not procurable at Rs. 10-4-0, and that the 
number received'until now has be£n inconsiderable.

Again, the present quotation of,bar gold, 23 carats fine, is R15-8-0 per 
tolahf The equivalent cost of a full weight Sovereign would be Rs. 10-15-0, 
so that the bar gold would be about 1 per cent, cheaper than the Sovereign. 
But in fact the Sovereigns received by the Govern ment will not be full weight, 
and I,am informed that 122$ grains, which is the minimum lega l‘weight, 
must be taken to represent the average Sovereign received. From this again 

- m ust be deducted the loss on the first melting of the Sovereigns, which is 
■ about i  per cent,, making a total loss by deficient weight of 1 percent,, 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 calculation of the actual cost of coining new gold pieces shows that, 
including the minting charge, which is about 1 per cent,, there will be an 
absolute loss of T42.}?er cent, on the conversion of Sovereigns J»t 122*5 
grains into Gold Mohurs or Rs, 15 at 130 grains.

On the whole it is plain that the Government cannot coin gold pieces 
under Act XVII 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 
ibid pieces would necessarily be "withdrawn from circulation immediately after 
their issue, there would be a constantly recurring and. entirely fruitless drain 
on the treasury in attempting* to carry out the proposed measures M y author
ity for the figures given in this paragraph is the highest that could be, 
quoted,—that of Colonel Hyde, the M int Master in Calcutta.

18, A few Words may be said in regard to the quotations of the prices 
of the various sorts .of gold in the Indian markets. A  comparison of these 
one with another is sufficient to prove that they give but an indifferent 
standard for estimating the true Value of gpd ; The price of pure gold during 

'thedast mouth at Calcutta, determined by the prices of English Sovereigns
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£ r ‘ t ! i m'A PM >g,°-, , U \*“U “ d (i«W M ih w .;U  .aried„  ,nv h a, f t  •
■? ., f ” Alli] \"lB p|«nly shows that the quotations -refer bo the sniffs to fee 
paid fo» certain corns or descriptions of gold, and do not supply what may 
properly fae designated a correct market value of gold bullion. This is 
nnotfie, (uoof, if proof be needed, of the impossibility of regarding the present 
warket price of .gold as if test of its ultimate value in relation to silver were 
a Gold Currency established, }
: _ 18. It is on these grounds that I object to the notification of October 

last, and on which I doubt the possibility of: applying with any useful 
effect the provisions of Act X V II  of 1835 to tfee coinage of gold. I believe 
' l l  , ’ s,c> par n  J“ .declares the relative value o f gold and silver, to be alto- 

. getiher obsolete. I think that the late measures must be inoperative for any 
uet a:o; piirpoee, I do not believe that they can in any way promote the object 
of.establishing a Gold Currency in India, and I fear' that their practical effect 
ca r only be to cause delay and to prevent the accomplishment of the obiects 
which are aimed at* ’

JK), There is one other poin t. connected with this part of the subject 
that it is now necessary to, notice. In the despatch of the 23rd December,
■i8aH,.to the Secretary of State, stress.is laid.on the fact that the coinage of 
gold pieces under the Act of *1835 has been for many years actually going 
on, .It is staled that the ‘‘ coinage of these pieces has been going on to con
siderable amounts year by year and Is still preceding/' and «  that the quantity 
of these coins taken fey the public aff ords proof of their undiminisheil usefulness 
and popularity* *  It is thus plain that these pieces may fee received at the 
treasuries without loss to the State, and with much convenience to the people.
Ib otwithstanding the disadvantage of not being receivable at the treasuries', 
the^e pieces have, during the period which has elapsed since 185-2, been coined 
at the Calcutta Mint to the value of upwards of one million-sterling.”

I. must express my inability to understand how those views can have 
been entertained. It is certainly true that gold coins continue to be struck 
f t  the Indian Mints, but it is_ well known' that those coins never come 
into circulation. In one sense it is true that the fact that the coins are 
struck is a. proof that they are useful. But this is a. very partial statement 
o f the facts. The gold-pieces thus coined have notoriously had a mere bullion 
value, and almost the sole practical effect of turning* the gold into coin has 
been to give to the gold a certificate of weight and’ quality. There is no 
gold coin now current in India, and the gold piece of the nominal value of 

- Rs. 15 coined under Act X V II  o f 1836 varies in actual matk.Cfc value from 
about Rs. 15-4-0 to Rs, 16. I have just ascertained that, at the present time, 
the average price in .Calcutta is about Rs. 15*5-0, The possibility of coining 
under the Act of 1835 gold pieces which shall pass current at their nominal 
value in the face of these facte appears to me to be altogether out of the 
question. . , ■ ' ■: ■ ■ M

21. Although it is not my duty to attempt to initiate measures which 
fa ll within the province of the Financial Department of the Government, I 
think that ,1 may properly take this opportunity of stating briefly the 
opinions which T myself hold in regard to the steps which ought to be taken 
to bring about the introduction into India o f a. Gold Currency. I shall 
assume that this object is iu itself desirable, and I do not propose to discuss 
that part of the question,



For the reasons which I have already stated 1 assume that no gold 
coin'can now be sttnok with a reasonable expectation that it will he retained 
in circufa1io.il, unless two conditions are fulfilled: firstly, the gold coin mast 
be a, legal tender, arid, secondly', its intrinsic value must be regulated 
by the average relative value which ’ gold bears to silver iu the markets 
of Europe.

It would be, I believe, very unwise to commence the coinage of gold 
witb the intention of regulating' from time to time the intrinsic value of the 
gold piece according to the varying value of gold in the Indian market. To 
do this Would involve the necessity of grad ually reducing 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 
noin no gold pieces to form a portion of our currency, unless we can reason
ably expect that they will remain in circulation for a considerable time, say 
for at least 10 or 15 years,

£3. The result of coining gold pieces iq India, the value of which was 
regulated by the present average relative value of gold to silver in Europe, 
would apparently be as follows. Assuming this relative value'to be 15*45 to 
1, and the value placed on silver to be 5«. Id, per oz„ our 10>JRupee gold-piece 
’would domain 106*76 grains of fine gold, 1 give these figures only to show 
approximately the values which 1 believe ought to be assumed for gold and 
silver. The exact figures to be adopted "•would, of course, require careful 
consideration. # m

If we were now to coin gold pieces o f this description, we should, in 
consequence of the present depreciation of the val ue o f gold in India, be 
opining pieces the nominal value of which would be in 'excess- of their actual 

■*■ intrinsic value. Such coins could obviously not come into use, unless they 
were made legal tender, and if they were made a legal tender, we should have 
created a token Gold Currency.

I believe that the proper course to adopt is to coin such pieces, making 
them, so far as the public is concerned, a legal tender only up to a certain 
limited amount, say Bs. 200, while they would be received by the Government 
without any such limit in payments due to itself, The latter condition Would 
make it impossible for the Government to  force .info circulation an amount 
of gold in excess of the real wants of the public, and would prevent the 
Government from profiting by the issue o f  a depreciated coinage.

I f the Government were not obliged to receive the gold coins without 
limitation, and there were any over issue, the result would be that gold would 
accumulate in the bands of traders arid bankers, who would be forced to 
receive the gold, in smiall payments made to them, but might be unable to 
discharge their own debts with t, in consequence of gold being, a legal tender 
to a limited amount only. The condition that has been proposed would give 
security againat anything o f this kind happening. 4 he power of the Gov
ernment to .issue gold being thus limited, all gold in excels of the wants of 
the community would flow back into the Government .treasuries; where it 
would accumulate. Thus, the actual quantity of gold remaining in circula
tion might be expected to.be just sufficient to supply the wants of the public,

W hen by the gradually increasing employment of gold in the currency , 
and the consequent increase of demand, the market value of gold had risen, 
as I  have already said it must do under such circumstances, and an equal iza-



f f :  . . | • ' ■ (CT ■
' °  - 1 3 6  * . || :| § fg  ' h i .

tion of the relative values of gold find silver in Europe and in India had been 
establ ished, the time would have-arrived for declaring gold to be the exclusive 
standard, and for placing the silver currency iu the subsidiary position which 
was formerly assigned to the gold, The process of change in the 'currency, 
would go on without disturbance of values, and the final alteration of the 
standard might be made without shock.

The process now proposed with respect '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 adopted the 
franc monetary unit under the Convention of the Sidl’d December 3865 ; and 
the gold token currency of India would hold an analogous position to the 
silver token currency o f England. The Government would exclusively 
regulate the coinage of gold, and the Mints would be open to the public, as 
at present, for the coinage of silver.
‘ 9A. Before concluding this Minute I  wish to say a few words regarding
what 1 may call the proposals of the Indian Mint Masters on the subject of 
a gold coinage.* Colonel Ballard and 'Colonel Smith have proposed to put a 
heavy seignorage charge on the coinage of silver, whereby they expect that 
the inducements to import silver for coinage will be diminished, and a 
corresponding advantage given to the import and coining of gold. By this 
means the value’of the Rupee wguld be increased to such an amount as would 
make it eq uivalent to the tenth part of the pound sterling, and the English 
Sovereign could thus, it  is said, be made a portion of the Indian Currency.

I t ’may be admitted that the results-thus contemplated oould b« obtained 
by the-means which have been suggested, though l  doubt whether the seign- %
orags named by Colonel Ballard would bo sufficient, for I consider that he has . 
under-rated the value of gold.

This proposal not only provides for the introduction into India o f  a Gold 
Currency, but at the same time adopts the English pound sterling as the 
new unit of value, to suit which the value of the Rupee in to be altered.

25, For my own part'I consider that the present time is peculiarly in- 
appropriate for proposals having iu view such a change in the Indian mone
tary standard as shall assimilate it to the pound sterling. In the discussions 
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,

I f a gold coinage is now to be introduced into India, I think that there 
can be no doubt that it should be based on the Rupee unit.

26. The essence o f the Mint Masters’ scheme is that a Gold Currency 
’ shall be forced upon India by an artificial contraction of the Silver Currency,

• H a r in g  • created a--dearth o f silver money, it is hoped that the country will 
take to the use of gold, I cannot believe that such a proposal could ever be 
seriously entertained.

The artificial enhancement of the cost of silver money, and the . necessary 
simultaneous restriction of the circulation, would be followed by an increase in 
the value of the silver. Rupee and a corresponding fall in prices, Silver 
money is-the money used in the most important transactions of the people of 
India, and it would evidently require a long time to bring about such a 
change as the substitution of gold for silver. When we consider what

,' "• J . - ‘ ■ ■ . '
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serious mercantile distm*bance and danger has been caused in late years by 
the simple demand for an increased supply of coin to meet the requirement* 
of. the internal trade of the country under peculiar circumstances, it seems to 
me that it would be extreme infatuation for the Government to- adopt any 
measure which deliberately aimed at the contraction of that portion of the 
circulating medium which is most required for the purposes of the commerce 
of the country,

Nor is this the sole or perhaps the most serious objection to -these pro 
posals, 't heir adoption would cause a general fall in prices,'which would 
especially affect the great producing classes, and might lead to results of a 
disastrous character,

27 I  have perhaps referred 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 so taken as not to disturb the standard of value, I believe that 
everything which is required for bringing; a gold coinage into use may be 
accomplished without any suck result, and I deprecate attempts to bring 
about an alteration in. the relative values o f the precious metals by restrictive 

• measures.
While I admit that the late proposals of Sir Richard Temple are not open 

to this reproach, they are in my opinion, seriously objectionable., because they 
fail to recognize the relation of value wiridh actually exists.

28, 1 request that this Minute may be forwarded to the Secretary of 
State,,in continuation of the despatch of the 23rd December 1868.
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MiNffTEi BY His ISscellm cy  Sir  W iu u t t  M ansfiku), thit*.D 9th Fbb-
KCIARY IS90.

Having, at the instance of the late Governor General,Sir John Lawrence, 
been much consulted by Sir Richard Temple before he wrote his Gold' Cur
ren cy ..M inateof the 3th of. June, 1368, which is the basis of the arrange
ments’ lately made, and pointed allusion having been directed towards my 
opinions by the Hoidble M r. Straohey in his Minute of the 30th January, 1889, 
it seems incumbent on me to offer soifle observations m answer to the latter.

In the first place, it may be observed that Mr. Straohey seems to have 
mi sap predated the character of the measures described in the despatch to. the 
Secretary of State, iSo. 333, dated £3rd December 1888, He would appear to 
consider those measures final. They are, on the contrary, avowedly of an* ex
perimental character and devised for the purpose of obtaining experience with 
regard to the actual relative values of gold and silver before the 'Financial 
Department can be in a position authoritatively to recommend a law embody
ing the legal tender of gold,

W e need only refer to Mr. Straohey's Minute to be aware of; the 
uncertainty prevailing on this point according to the different views .and 
arguments of various authorities,

Ifc may be as well to recapitulate the artificial difficulties created on several 
occasions since 1835 with regard to gold. Thus, prior to that year, gold’was 
apparently in India, in. practice, a legal tender. But the Act, X V I I  of 1835, 
whilst declaring certain relative alues between the two metals, gold and 
silver, deprived gold of the property of a legal tender.

In 1841, although gold still remained without the property of legal tender, 
Government announced itself to be willing to receive Indian gold coins at 
the Treasuries according to thfe value# declared in A ct X V II.

In 1852, influenced by the facts of a trifling accumulation of gold in the 
treasuries, and the panic which was felt throughout the civilized world on 
account o f the then recent gold discoveries, a panic which in the measures of 
Government affected Belgium and Holland, as it did the administration of 
India, the privilege granted ;n 1841 of receiving Indian gold coins at the 
treasury according to the values stated in Act X V I I  was withdrawn. * In the 
course of the years 1863 and 1864 an urgent demand for a gold currency 

* again arose, in India, and the matter was much discussed.
Actuated by theories, the soundness of which may be disputed, Sir Charles 

Trevelyan, the Financial Member of that day, induced the Government of 
India to commit what is now believed by everyone to have been an error, 
namely, to make the attempt to introduce the British Sovereign, into circula
tion in India at the late of Ra. 10, which is below its value,

Sir Charles Trevelyan apparently omitted to see that, when he led the 
Government 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

* See paragraph IS of despatch,
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. regard to a metallic currency,- 'viz., Act X V II  of 1835,- as Weil as by average 
market rates.

As was' foreseen, the aelion taken by tfe Government of India in. 1864 
remained without results, for the very simple reason that the Sovereign, „ 
according to. the weight of gold contained in it, is of more value than Ra. 10.

After this short detail it is evident that the matter of the circulation of 
gold in the form of coin, whether Indian or British, was in such a tangled state 
that before any step could be taken towards legal, tender it. was necessary to 
unravel the complications, mid to resort to the experience of facts with regard 
to the positive relative values of the two metals. .

Accordingly, when I  was consulted in the spring of last year, it appeared to 
me that there was but one thing to do, vis., to assume tentatively that Act 
X V II  did generally represent the relative values, and therefore to repair the 
first omission of Sir Charles,, Trevelyan in his consideration of the Sovereign.

The conclusion then was that if the Sovereign waste have a declared 
value, that value should be-about fch&t which Is exhibited in Act X V H  with 

' w respect to tbb Indian pieces. As a matter of fact, the declared value is 
slightly less.

This course was an eminently prudent one,.because, although declaring' the 
value of the Sovereign to be higher than that stated by Sir Charles Trevelyan, 
it is still below the ■ value given 'as the average since 18155. This average 
stands at 10 rupees 7 annas and 10 pies for the thirty years from 1885 to 1884, 
inclusive, notwithstanding that, as' shown by the various mercantile authorities 
who have been consulted, the1 Sovereign can be generally laid down in India at 
rates varying from 10 rupees 3 anm:s to 10 rupee's 5' annas, The table* of 
averages from which this is taken is given in the Appendix to this Minute,
It is curious to note that if the average of the price of Sovereigns be struck 
from the year 1885 to 1864, it is, as stated, 10 rupees 1 annas 10 pies. Bub. if we 
take the average from the year 1850 to 1864, inclusive, it stands at 10 rupees
8. annas 0 pies. It will, I. ihihk, be found, with regard to these facts, that 
whatever may he the price of silver in England, Act X V I I  of 1.885 does, at 
all events now, approximately represent the relative valued of gold and silver, 
if we can divest them*of other conditions of trade, as shewn by the rates.of 
the exchanges.

In practice, however, the professional banker assures ub that this is very 
difficult.

Thus, it happens that at certain states of the exchange the rupee sinks to 
1$. 94. in value, whereas at others it has been known to rise to is, od., it being 
% matter of fact that the price of the Sovereign, as shown in exchange, has been 
liable to vary as ranch as 25 per cent, according to the balance of trade being 
for or against India.

This variation, however, would not seem to rest on the value of gold as a 
Commodity,, but on the fact, that as England has a gold standard arid India a 
silver one the vicissitudes of trade between the two countries conic to be stated 
in a form involving mention of the two metals. But precisely iKe.same change

* ' ' >hi *
* This return was rendered necessary in 1864, in order to meet Sir C. Trevelyan's proposal to 

reduce the price of gold arbitrarily in India, white now, oddly enough, it eo.m»s into play to  
prevent alike reduction in that of silver in the same country os suggested by Mr. Strachey,
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