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in the value of the Rupee, as regards operations of forelgn exchange, would
take place if England had a silver instead of a gold standard. The statement
would, however, "then.be made in other terms, wiz., with reference to the
_ shilling only, or whatever coin might denominale the pablic debt in England,
1t appears to me that I need not enter further into this part of the subject
beyond saying that we must be careful not to confuse the resulie of exchange
with the price of gold. : B i
+The business which lies before us is fo ascertain by experience, so far as
may be possible, whether or not Act X VII, the only currency law we haye,
does, approximately, represenf the value of gold and silver, respectively, or if it
requires alteration. Al -
I do not know that any other means lie open to the Financial Department
for obtaining the necessary experience in the want of which, ag stated by
Mr. Arbuthnot, is found the whole difficalty of the question before us than in
pursuing the course which has been lately adopted By the Government of India.

This course being eminently tentative and experimental for the purpose of
resolving the point of relative value, it appears to me to be unnecessany to
follow my hon’ble collesgue in his argument in which he shows, with much
ingenuity, that the price of the Sovereign, stated in the notification recently
issued, which, as said before, follows Aot X'VII of 1825 has heen fixed too low
with regard to the facts of value presented by silver and gold in the English
market. . . -

It remains only to observe that the gold merchants (see the evidence ‘of'
Messrs. Claude Brown and Dunlop in the papers relating fo a Gold Currency)
take a different view, and that they consider they van import Sovereigng, at an
advantage to themselves, at rafes varying from R10-3-0 to #10-5-0. Thus
© Mpr. Claude Brown* stated that he could lay down Australian Sovereigns i
Oaleutta at Rs, 10-2-11. My, Donlop comes to the conclusion that British =
Sovereigns can be laid down at Calcutta at Re. 10-4-10; but it was ascertained.
in 1863 that the actual cost of Sovereigns sewt by the Oriental Bank to India.
was Rs, 10-8-4, Bub yery ‘reeontly a communication was received from,
Mr. Christian, a Broker in Bombay, in which he affirmed that Sovereigns
could be laid down at that place at about Rs. 1030, .

I therefore submit that the facts, as we know them in practice, are
generally againststhe Hon’ble Mr. Strachey’s position, that the Act,of 1835

# [ think it right to add in a note Mr. Clande Brown’s awn words, it being rememberad that
he is a merahant of much eminence and ability., Exteach from a lebter to Sir C. Trevelyan; dated
May 28th, 1864 : —* We may faicly nssume thatthe average selling prise of gold over a series
of yeirs inthis market ison index to the rate at which, with reference to the state of the ex=
changes, it can profitably be laid down here, and that if the prices raling afforded anything more
than a modarate profit, the e flect would be seen in a great addition to the suppiy. and a general
reduction of valne to alevel, corresponding to that ruling in the other markers of the werld. =

I have taken the average of oar own sales of Australinn gold in the years 1861 and 1863, and
find it to be Rs 14-14-3 persices mohur of 22 carat fine, 1f we inglade the first four months
of this year, daring which the value was exceptionally aifacted by the monetary arinig, the average
ia reduced to Bs. 14-18-94 on total sales of Rs., 17,02,708. ; §

To chetk thie vesnlt T have taken theaverage of the quotatious during tha three years from
our monthly Ciraular, and nd i5 to be Rs. 14-18.4,50 thay I think we may fairly conclude that
the value of gold of standard quality bas during the past threa years, been as nearly as may be
Rs. 14-14-0 per sicos mohur, AN :

+ Ab this price, the & dwts. 3§ grains, which .an English Bovereign contains, will be worth
_Ras. 10-2-11, and when fo this is add ed seiguorage at the rate of 1 per cent, the coat of the coin
* will be Rs. 10-4-6; :




)

il -if’!oes,.uojt".-ﬁpproximatéjly' repfesent the relative values of .the'. two metuls in
0 3o ARG i -' ol Gl s

| But, under the circumstances sfated in the early paragraphs of this

'minute, 1, for one, have been most unwilling to proceed arbitranly or sums .

' marily, and 1 am led to coneur in the opinion of Mr. Arbuthnot  that we

Tequire experience in order to determine the inconsistency “which appeats.

to rule in the values of the metals, as shown in the Buropean #ind Indian
markets, if such inconsistency exists, which I greatly doubt for reasons which
will presently be showu, . -

My own view has generally inelined to the opinion that, on the whole, the =

value of gold might possibly rise in India, That opinion wae expressed in
1864, and I have as yet no reason to depart frow it. Nevertheless, there is
‘1o other conceivable eriterion for our immediate and present guidance than the

facts of value as accepted by the gold merchants.

. Tt ig not irrelovant to observe that, while Mu, Strachey finds fault with

the rate which, according to bis views, is below tbe real value of gold, the
contrary has been suggested both in Bombay and  Caleutts, viz., that owing
to the want of legal tender the treasuries might eome to be encumbered with

; ‘grold, because the public would be unwilling in certain states of the exchanpe

to take the Sovereigns from thé treasuries at theaate stated in the votification,
" wis., Ra. 10-4-0, Very recently I wasconsulted on the practical value of the

~ objection thus taken, and as to the measures which might - be necessary in .

_eonsequence. :

 Mr. Strachey’s Minute, on the one hand, and the questions put by Mr,
Balfour, of the Bombay bank, on the other, are, I thmk, not bad evidence
that the Government has struck the proper mean by which to obtain the
experience required before proceeding to the step of declaring o legal tender
jofgoldi
It is tome a matter of regret that the question of a Gold Curreucy for

India was encumberad by the 1nterpolation of the English Sovereign in 1864,
wlich is coined for a ditferent system in another country. The advantage of
cirenlating the Sovereign in India, except, as an auxiliaty to an Indian coin,
has never made itself apparent to me, Nevertheless, the Sovereign has many
friends, and, owing to the step taken by Sir Charles Trevelyan, it canuot now
be summarily banished, until its incompatibility with Indian wants has beeu

proved by experience. :

Mo liave given it a higher value for receipt and issue at the Governmeut
Treasuries-than Be, 10-4=0, without the safeguard of legal teuder o compel its
- issue, would, doubtless, at times, have caused very considerable difficulties to
the treasuries, for they would have been made the recipients of Sovereigns
" for the furtherance of mercantile speculation, and the Sovereigus would then
have often remained as a dead weight in the treasuries, because of the high
Government value attributed to them. But further, to” have given them
a higher valve, would have ‘been fo reiterate Sir Charles Trevelyan’s miss

{ake, and to attributé to coined gold in India other official rates than are -

shown by the only metallic currency law we possees.

Tt will be undé&rstood, after the foregoing Sti.lt(‘mt*nt., ‘that T am-unabla to
comprehend Mr. Strachey when bhe says that Act XVII of 1835 is entirely
obsolete so far as it deslares the relative value of gold and silver, I think
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1 have shown that the framers of that Act hdve very fairly anticipated the
prosimate relative values of the present day. ' _ A
_ With reference to the late measures being inoperative for any useful
-purpose, as declared hy Mr, Strachey, ho will surely admit that if those
measures lead us to the facts we want, with respect to the truth or otherwise
of the valuss stated in Aet XVII, those measures will not have been alto~
gather devoid of mbility, gl : ; e
For if the Sovereigns come and go at the notified rates, it will be apparent
that the Government uotification hag properly determined their value, 1f
they accumulate in the treasuries, it will follow that they are foo dearin pries,
If, thiedly, they are not paid into the freasuries, and the late measures
tmn out, as supposed by Mr, Strachey, to besimply withont practical effect,
.we shall be satisfied that the price of gold as determined by Aot XVII of
1835 15 not high enough. Sl ] ' :

With regard to paragraph 17 of Mr, Strachey’s minute it is to be noted that
the notification of Ootober has not been without some result, Thus I am
informed that in the month of January ahout 80,000 Sovereigns were paid into
the treasury at Caleutta, about # tenth of that sum having been withdra wn
by the public. ‘ i

Asguming Mr. Btrachey’s caleulaticns aboub the prices of diffevent kinds
of gold to be correct, the fact of the Sovereign being 1 per cent, dearer than
bar gold is not surprising when its quality of money and the demand for
coined gold, whether in India or for travellers leaving the ports of embarka=
tion, are fairly considered. | ) i

According to the instructions lately given in the Financial Department,
the Sovereigns paid into the treasury will retain their present form if the
public should wish to take thew, If there be an aecumulation on the other
hand, a proportion will be thrown off in Indian eoins. According to our

sresent means of information the Indian coine appear to carry a premium in
the market owing to'local circumstances - which is not watranted by their
intringic vAlue, but is probably to be ascribed to the dearth ¢f Indian coins.

These points have been lately very carefully considered by Sir Richard
Temple, My, Chapman, the Financial Secretary, and myself. The instruetions
subsequently 1ssued for giving practical: effect to the notification in certain
‘details, on which Colonel Hyde, the Master of the Mint, required information,

account satisfactorily, I believe, for any doubts whick . might arise,

As yeb (Jovernment has not sanctioned the purchase of bar: gold for the

purposes of ‘coinage. This operation I believe to be desirable, Phere is ouly
one objection that I am aware of, that being that Colonel Hyde’s michinery is
so deficient thati Lo is positively not in a position to comply with all the
obligations imposed on him by law, viz., of coining gold accordivg to certain
den omainations of coin as required by Aet X'VII, - WL it
This fact hasa peculiar bearing on Mr. Strachey’s argument ; for it is true
that much loss of labour takes place in the coinage of gold at Calouita owing
"to imperfect wachivery, as lately explained by Colonel Hyde. 'This imperfection
is now in the course of being repaired, but many months must elapse before
‘the deficiencies can be sefi right by supplies trom England, '
Another item of the alleged loss is, I think, to be found i Colonel Hyde's
methad of computation, Now it is true that the minimum legal weighf of a
“Sovereign is 1224 graing. Colonel Hyde makes his computation on the basis
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' that all the Sovereigns preseated are of minimum legal waight, This method
' may be convenient for account purposes, for all Lknow to the contrary, but 1
“think it is plaio ‘on the sarface that such a mode of computation must be
" ineonsistent with fact, Thus T should iragine that {he bales of Sovereigns which
" cume in large remittances from England and Australia, and ave probably offen
" woined for the purpose, ave inmch more likely to be fall weight than other-
wise, At least, considering thalb Sovereigns have but little eirenlation in
| India, we may take it for granted that if they are presented in large quanti-
' ties at the treastry, at least half ol them will be full weight, Thirdly, I
understand 1 per dent, of Colone! Hyde’s computation fo be imaginary or
' nearly so, that is to say, that it consisbs of the 1 per cent. of seignorage
 which is charged to the public for the coinage of gold bullion. ! )
' For it is clear that if Government oceasionally sgnd bullion to the Mint
for coinage, it ig little else than a matter of acconnt whether the seignorage
. be charged or not, It is curious, when investigating this matter, to find that
‘the vemcoinage of Sovereigns is slightly cheaper than the ooinage of har gold,
“ because in the former, mixtnre with atloy has already taken place, which has to
 be done with the latter befors it is fit for manufacture. JIun short, the
Sovereigns supply their own alloy.
. On the whole I believe it may be said with accuraey, that whatever real
~loss may take place in the re-coinage, provided the machinery be effective, it
ie s0 trifling as to be almost inappreciable. At least guch was the result left
~.on my mind after a carefnl enquiry into these points recently held by Siv
Richard Temple and myself with the Master of the Mint.
- 1 think @ further, argwmnent might be .maintaived in favour of showing
* that Sovereigns received at Rs, 10+1-0 ‘would, when re-coined according to the
‘yates of Aot X V11, show an actual profit sufficient to cover the possible loss
. ion light weight Sovereigns and the expense of manufacture, For this I
- would refer o the facts stated by Mr. Claude Brown as set out above,
~ Tam unable to agree with my hon’ble colleagne with regard fo the
inexpediency of producing Indian gold coing-at the Mint. :
“ In the first place, to produce these Indian gold coins is strietly according
" to Jaw and is a boon to the public. -Secondly, it will be in his regollection
‘that, till very recently, there was a misapprehension about the Mint oper-
ations. It was believed that the public had entirely ceased fo bring gold for
coinage, If Irecollect rightly, the alleged cessation was one of Mr. Stra-
. \¢hey’s Teasons, in the eourse of conversation, for decluring Act XVII to be
' obsolete as affecting gold ' .
Enquiry, however, proved thiat the notion of cersation was incorrect, and
“that, notwithstanding the imperfection of the Mint, the fact of gold noet being
a lesal tender, and the forther one of Indian gold coins heing in no manner
veceivable at'the treasuries, the publie, nevertheless, does iunsist on-the rigit
“raonveddd aceording to Aet XVIIL, ‘wig., to demand Indian gold coins in ex-
~ehange for its bullion, upwards of a aillion having heen thus coined gince
1852, the date of Government declining to take these coins in payment of
Government dues. g :
Knowing aswe do, 'besides, that the Native Mints in the Iudependent
" States turn off a'large qhantity of gold coins, I confess that, to me, this fact
thas a ‘significance . more imaportant than I can’ describe as showing how the
‘Government of this country has hitherto neglected its duty 1p furthering the
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advancement of a Gold Currency, or at least in actively supplyiig a gold:
coinage, A i e e e

Fova Gold Currency it is indispensable that not only gold should be iu the
country, as we know it to be, but that it should also exist in the form of
coins. _

By the measure of 1852 the Government did what it could to diminish
the demands for such coins, and therefore to lessen the operations of the
Mint., Notwithstanding this, however, we sée that the thirst for Indiun
gold coins has still prevailed, and that, owing to.Lhe dearth of them, these very
coins bear a fiotitious valne in the market. ' -

. I am therefore glearly of opinion that, while giving what may be called
fair play to the SBovereign, we should not refrain from throwing off the
Indian coins as sanetioned by Act X V1I. :

Lo short, I believe, that if we would have a lezal Gold Currency hereafter,
we should supply the conntry with gold coins at present, Iu any case this
nust be a matter vf time, but I think it is incontrovertibly shown that we
shall never extricate the currency from the dilemma in whieh it is placed; a
dilemma totally opposed o the wishes of all the ecommereial classes in India,
antil we afford the means of a Gold Currency by adding to the Indian coins.
now in circulation. The legal tender muast then follow. A

Thére should be no attempt at regulating the value of gold by further
notifications, unless Government be prepared to concede the legal tender. We
shall bein a position to do this so soon as we are satisfied whether or not the
statements given by Act X VII do fairly represeut the relative values. Till
the mistake of 1364 was repaired, it was quite impossible to make an experis
ment or even hazard a guess in these matters, ! ;

 What I object to in Mr. Strachey’s views is this, that because we are in
uncertainty now, tlerefore we are to take no practical step towards our
estrication from it. This would be, in fact, to abandon the results of all the
Jabour and investigation of the last five years, and, finally todeny a legal Gold
Currency to the commerce and industry of India for which they have so long '
entreated in vain, : : N

T conenr in my hon’hle colleague’s warning against the artificial enbances
ment of silver. 1 would venture to say, that vhere has been no more zealous
supporter than myself of the argument that it is absolutely necessary to pros
ceed according to actual facts of value without any artificial arrangement
such as that suggested by Sir Charles Trevelyan in 1864,again and lately by
thosa who have advosated the compulsory tender of the Sovereign at Ks. 10,
whereby the value of silver would be unnaturally raised,

It is in such a sense, #7z., consulting only the facis of value, that T wrote
in 1864, and, at the instance of Sir John Lawrence, again tendered my advice
during the lagt year. With regard to those facts it would be well to consult
the evidence given to the Currency Commission, as well as the tables*of pricesy
which are prépared at the ports of embarkuf;iou, where the Sovereign las a
valne per se becanse of its quality of money in England, :

But can the same he said of Mr, Strachey’s practical recommendation ?
Thus (vide his 23rd paragraph), ho actually wishgs to depreciate the value  of
silver artificially in this country, and to make a legal tender of gold which shall
thus stereotype the arbitrary depreciation, Bo 1t farther observed thaf he
fixes on  price of silver for this purpose 5s. 14. in India, which is frequently,
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" mavket itself. | R N
4 In support of: this assertion T add in a note * the table of the prices of bar
U1 silveriin Liondon, which was furnished to me authoritatively in 1864, and is
" 'in the A}l*peljdixf of my Minuate of that year, from which Mr. Strachey has
. ‘quoted, . This table gives the prices of silver during the eleven previous years,
. wig., from 18563 to 1863, inclusive, 1t will be observed that in no single year
. was the average price of silver below 5.14, whereas the average price for the
Wil _,q_l’éve.n yeurs was abont §-1§,  Now this was in London and not in India, and
" in India silver has to bear the cogt of freight, insurance, and brokerage when
. imported from Hurope, which are computed ab 8§ per cent. -
1 cannot discover in My, Strachey’s Minute that he has taken into consie
| deration the 8% percent. which must be added in Tndia on the foregoing ae-
' eounts to the price of bar silver as stated in London. The like omission, un-
. less I have read the paper wrongly, appears in the table hé cites in his 14ih-
| pavagraph, Thus, in that table it is said that when barv silver is af ds. 14,
i the equivalent in the rupee is 22'674. =10-9-3 in the pound. e
. ' In Mr, Dunlop’s table (Appendix V) which in the calculation includes
. 8% per cont, for freight, insurance, and brokerage,and farther the Mint charge,
it ig shown that when the bar silver eosts &s. 1d4. in London, the cost of the
© pupee in Calcatta Mint is 233, which would give Rs. 10 and 3 of an anna
to the pound, Wi, ! _
. Tam,1 think, bound to follow the argument to its legitimate conclusion,
Phus My, Strachey bas told us,se¢ paragraph 13 of his Minute, that sinee
 July 1868, the price of silver has never gone abové Bs, 14, in Liondon, and
' ‘that during the whole of last year it did not exceed 5s. 0{d.
. TPaking the price of silver in London as ‘the basis of calculation, we have
seen what the cost of the rupee s in the.Calcutta Mint when the silver costs
" s, }d, in London. The same commercial method of computation being
| adopted, via, of adding the cost of freight, insurance, brokerage, and Mint
seignorage to the London price, we are informed by My, Dunlop’s table, that

% The price of bar silyer per ounce standard in London.
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tha cost of bac silver being in London 5s. 044. per oz, the cost of the rupee at
the Calcutta Mint becomes ‘23-:-'5:5., whioh, if reduced to value in the sover-
eign, gives about 10 rupees 2 annas or 2 annas below the rate statedin the
Government notification, and 2 annas 4 pies below the value of gold assigned
in Act XVIIL. ' _ .

‘We have then the further inference that the price of bar silver, as guoted
in Liondon, if taken alone, is a fallatiods guide, and that in truth it leads to
‘g conclusion opposite to that desired by Mr. Stracbey. ‘

Consequently, it is difficalt to deny that if we would approximate to the
valne of gold in " India in the statement of price, we must follow the rule of
 the gold merchants, which looks to the cost of the delivery of gold in India,

rather than pay exclusive attention to the price of silver in s very distant
market. And we are again reminded of the absolute necessity of remembering
_that behind both modes of computation lie the confusing elements of the

balance of trade and the state of the exchanges, which seem to have escaped
My, Strachey’s consideration. ! !

1 ecannot in any manner concut in the suggestion which would reverse the
nsual order of thing's, and make the more valuable metal a legal tender for
emall amounts only ; in short to have a gold token coinage. This, I believe,
to be absolutely contrary to correct principle and all previous usage in any
country, and therefore to be certain to add one move complication to the diffi-
culties already artificially caused in an otherwise easy maiter. There can be
no reason for limiting either gold or silver as regards tender, until the time
has arrived for reducing the inferior metal to a token coinage, end a single gold
standard has been thus established. : it

Ae I have often ventured to urge, all that we have to.dois to adjust, as
clogely as possible, the relative values of the two metals in coinage, and then
leave them to fight the battle for supremacy. Y

Wierever this Lias been done, silver has been driven from the field, not-
withstanding that silver was the original standard, eg., the United States,
France, etc., ete, :

Tor the argument on this point,and the manner in which the obligations
of a country which once had a silver standard, continue to be stated under
the old denomination, after the silver coinage and standard have made way for
gold, 1 beg to refer to my Minute of March 1864, &

1 would add that I entirely concur in My, Strachey’s remarks on the
propossls of the Indian Mint Maaters, :
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- Miyure »y tar Hox’ste Sm Ricnaro Taurin, patep 1278 Frpruany 1864,
'-H'is,';['}xealleu_cy 8ir W, Mansfield has in his Minute of the 9th current,

(e ~ in my opinion, 8o completely answered Mr. J. Strachey’s Minube of the 30th

. ultimo that my remarks on the present occasion may be brief,

R, My hon’ble colleague, Mr, Strachey, is quite correct in the belief ex-
pressed in his 8th paragraph, that my recent proposals regarding a (fold
1 Currenoy have been based on the Report of the Comniission of 1866. Con-

sidering the high authority of that Commission, and the elaborate enguiry

they made, it was but natural and proper that I should so base my proposals.

Considering alsa that the distinguished President of that Commission, His

Excelloncy Sir William Mansfield, is a member of this Government, it was

; | fittang that I should consult him, which indeed I have done with much ads

vantage and instruection to myself. Indeed, our deliberations on this imports
. anb subject have been most essentially aided by Hig Excellency,
. 8, L append a copy of ray Minute of the Sth June last, to which
. My, Strachey has referred; also extracts from Minutes which I recorded in
Ociober last. _ :

4. For further exposition of the reasons for the course which has been
adopted, and which 1, for one, have steadfastly recommended, I would refer to
our recent despatch to Secretary of State of the 23rd December 1868,

5. Mr; Strachey points to the relative value of gold and silver as prevail-
g in Burope. I admit of course that these data are valuable and worthy of
consideration.  Indeed, I pointed to this very matter in my Minute of the
0th June last. But various circumstances, exchanges and the like, are shown
to cause fluctuations, and to render the argument only partially applicable
to India. : ; ' ) ' :

8.1 observe that my hon’ble colleague pushes his conclusion very
. materially further than Mr, Arbuthnot has done in the valuable paper from
Wwhich Mr, Strachey quotes. Mz, Arbuthnot does not afBrm more than that
the substitution of gold for silver in the currency of India would lead to a
* re-action in the upward tendency,” which has, of late, prevailed in the
vice of silver ae compared with gold. Mr. Strachey considers that if we
introduce 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
oblain in Europe. It appears to me that my “hon’ble colleague has not only,
. ag has been pointed out Dby His Excellency Sir W, Mansficld, omitted to
. consider the charges which must always be added to the European vrice of
~ silver as an element of the Indian price; but forgotten that the disproportionate
dewand for silver throughout tlie Bact as eompared  with Europe depends,
after all, very largely upon cireumstances altogether apart from its employ-
ment in the Indian eurrenay, such as the Habit of hoarding silver, its cons
- stantly increasing wse for ornaments, and the demand for it in populous
. regions such as China and Japan. Upon all these circumstances its displace-
ment by gold in our cuwrrency will produce listle or no effect. gt
‘wl. But the main, indeed the conclusive, point is the existing relative value
of gold and silver in India, If that can bo arrived ab, or approached, then

M 2
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we may hope for a solubion of our doubts, Now all the evidence goes fo
prove that a Sovercign canbe laid down in Todia ab rates varying from
Rs, 10-5-0 to Rs, 10-3<0, This justifies the rate of Rs. 10-4-0 which we are
allowing for the Sovereign. ' SN il _

8, That a rating so arrived at by experience should coincide with the legal
valuation fixed in India, so far back as. 1835, and since unaltered, is a.remark-
-able confirmation of our proceedings. | i

9. The valuation of 1885, having been arrived at under the previous eir-
cumptances of a legal fender of gold, was, it may be assumed fixed after the
most careful consideration, It may have been temporarily disturbed perhaps,
~ by the subsequent gold discoveries, but after that fluctuation, has again
become practically correct for India at least, the counbry for which it was
‘intended, : :

10, I have always understnod that the relative value of gold and silver
does not really change, in the long run, and upon periods of duration sufficient
for the establishment of conclusions, though, doubtless, it is subject to
fluctuations intermediately, I would refer o the words of Mr. Dickson
(whose authority is beyond question), to the effect that ¢¢the relative valucs
of the two metals, notwithstanding periodical fluctuations, do very soon adjust
themselves to eacl: ofher;”’ and that “ the subject must be discussed, not in
~ xelati on to the existing state of matbers, but to the experience of a series o

years,” ] : ;

11. Accordingly I went into the latter point last year: Mr, Dickson’s
examination went back for more than a hundred years, and it appeared fhat
in the year 1717 gold to silver was as | to 15209, and in 1867 as 1 to
16:338, so that the difference over this long period was very slight,

12. 1f T admjtted Mr. Strachey’s arguments to the full (whieh, however,
T am far from doing), I should reply that the conclusion logically deducible
from them was that we onght o have offered more than Ras. 10-4-0 for the
Sovereign ; but that, counsidering that we had raised the rate from Rs, 10 to
Rs.10-4-0, we wore manitéstly proceeding cauntiously, and that our error, if
any, was on the side of caution. That such caution is a necessity is shown
by the questions put to us from various quarters, i :

18, As to Act XVII of 1885 being ¢ obsolete,” as described by
Mz, Strachey, I cannot understand that, inasmuch as gold has always been,
aud still is, coined undev this law, . | _

14, Mr. Strachey recommends that gold should be coined and made legal
tender up to Rew200 only : silver of course remaining legal tender fip to au
unlimited amount. This ig so opposed to my understanding of the whole
subject, that T cavnot follow it The notion seems to be contrary to the
fundamental principles of metallic currency ; and specially to the practice
in England, I understand the natural order of things to be that the superior
" metal (gold) should be legal tender to any amount and the inferior metal
(silver) to only a limited amount when the latter has been reduced to the
rank of a token coinage, This order scems to be reversed by Mr. Strachey’s
recommendation, _

*
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I s MEMORANDUM BY THR Hoxourasre Sir Ricuarp Teumery, K.C.5.1,, pATED

197w June 1879,

T desire to lay hefore the Government of TIndia three notes by M i

| @. Dickson, Secrotary to Bank of Bengal, on the subject of the gold curreney,
_ which he was good enough to draw up at my request ; also notes by Mr, K, B,

. Chapran, ths Financial Secretary, and Mr, H. D, Sandeman, Officiating |

- Comptroller General, and My, E. Gay, Deputy Comptroller General, on the
| same subject, : : ' : A
2, 1 have long believed that a gold currency is wanted in India; that
ite introduction enght to be an object for gradual, if not immediate, attain-

~ . 'went ; and that the British Government ought to adopt measures from time

fo time towards that end, I do not say the introduction of a gold coinage,
for we have that already in India. We have gold picoes representing fifteen,
ten, and five rapees, respectively, and believed, by what may perhaps be eons

' siderad some of the best anthorities in India, to represenfi these several suros
| wery corvectly, as rogards the relative value of gold and silver, That this relative
\value has, by these gold pieces, been preserved with as much acenracy ns possible
under the circumstances, was affimed by the report of the Indian Currency
| Commissioners in 1867.  But, despite their intrinsic merits, these colus are not
“and cannot be available as eurrency, because they are not legal tender, T con«
ceive that we should, so far as we fairly can, permit inducements to arise for
- the importation of gold into India, and for its retention in considerable guans
 tities in the country ; that whenever such quantity might be found adequate,
. we should take the fivst opportunity to declare the gold eoins legal tender to

. unlimited amount ; that the gold pieces should continue to bear the fixed

- relation to the rupee; that, for a time, it might be necessary fo permit the
" rupeo to remain legal fender to an uniimited amoant which would involve

. temporarily the diffienlty of double standard ; that the transition period of -
~ double standard should be as short as possible, silver being reduced to a token

" eoinoge, and being legal tender up to a small amount only; and that gold
should be ultimately the one legal standard, :

8. Remembering that many steps must be taken before any such con=
summation could be arrived at, L. should have preferred, just now, to
confine myself to such practical measares as conld be adopted at present.

- But, among the many doubts which survound the subject, I see, or imagine
that I see, one doubt which affects the very root of the matter. It seems to
be doabted whether a gold ¢urrency is needed at all for India, or whether it

constitutes a requirement of that pressing or important character which

" would justify any alteration in go delicate an affair as the currency.

4.1 do not at all share such doubt; on the contrary, I share the convie~
tion expressed by my predecessors, Mr. 8. Laing and 8ir C. Trevelyan and

- Mr. Massey, to the effect that a gold currenny is among the urgent wantis of

India. With the exception of M¢. Wilson, every Financial Member of the

" Government of lndia has_advoeated. this view, In 1866, similar views
were advocated by a Special Commission in Iudia appointed to examine

the whole subject, and have been maintained, at one time or other

by every Chamber of Commerce in India. Bub, in the event of such

«
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doubts as above deseribed being s_éribua(l{" entertained, I will attempt
to briefly recapitulate the reasons why a gold eurrency is desivable in India,
. And my excuse for making the attempt must be this: If peoplo shall
strongly entertain an a priord convietion that a gold currency is really
wanted, then they will find that the supposed difficulties in the way of its intro.
duction are not at all insuperable ; if, on the other hand, they ‘have no such
convietion, then the diffieultios which' more or less beset every question of |
eurrency beecome magnified to undue proportions, : .

B Jt can haxdly be necesgary to recall to mind the superiority of gold
over silver, or the reasons why, in all gountries, the estimation of gold is about
(iffeen times greater than that of silver. A well known writer on bullion hag
summarized the advantages of gold thus te

“ Gold is the noblest of all metals—the Ling of the metals, as the alehemists of old uged
10 call it. Tt holda this exalted rank by virtne of its precious physical and chemieal propers
ties, among which may be waentioned, more espscially, its indestruetibility ; its signal power
of resisting oxidising influences ; ite fusibility ; its permanent ductility and malleability ;
its beautiful coiour and splendid lustre,” Seyd-—* Bullion and Foreign Fxchanges.” .

6. 1t is this superior estimation which, causing gold to be so ranch more
relatively portable than any other precious metal, gives i6 a practical efficiency
in eommercial transactions, of which inhevent quality nothing save artificial
vestraints, from systems of currency, can deprive if. '

7. The most advanced naiions, England, France, Italy, America,
Germany, Holland, possess o gold eurreney. Most of them have at various
times adopted measures to change the currency from silver to gold. Some of
them have ever put forth efforts and undergone sacrifices for this object,

8. Tt is generally acknowledged by the best, authorities, that the money
which is to be the medium of exchange aud the measure of valap in large
transactions, or in all save small transactions, should be gold as being  the
metal most sdited for such purposes from its greatly superior estimation.
Silver is suited only for transactions too small for the wvse of 'gold, just as
copper is suited only for transactions too small for the use of silver. :

9, In the first place Adam Smith explains that-—

“In the progress of industry, commercial nations have found it convenient to coin
several different metals info money ; gold for large payments, silver for purchnges of moder-
ate yalue, and copper or gome other course metal for thoss of still smaller sonsideration.”’

10. Michel Chevalier gives a similar explanation ;—

% Wa kuow that, for many centuries, copper constituted the money of Rome. A ftors
wards, society having become richer, copper money was no longer sufficient ; with the in=
creage of wealth, payments became too cumbrous, and a more valuable metal than eoppoer
wae found better adapted for the bulk of transactions ; it was thus that silver monay came
into use, This was soon after followed ab Rome, and for the same reason, by a gold euz-
rency. The history of the currency in the mm'l;eu.mhms which were reared upon the ruing
of the Roman Kmpive reveals the sarce process. :

The same autharity goes en to say of gold and silver ==
“ g division of their employment seoms to_be indicated, for silver the smaller, for gold the

larger payments.” i
11, M?Culloch, speaking of gold and sgilver, says that-

“ the Former would be sure to be preferred as meney to the latter in all but petty

- L2}
1 anaactu:]s. i i i 5 i b o

“ The use of gold as money is accompanied by so many advantages th:qt it wonld main-
fain ity place even though it were gomewhat under-rated as camp;}red .wlth silver. Inasm !Jl'?h,
however, as gold has so many natural grounds of preference on its side, the tzme plan is o

‘ make it the only standard.”
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19, Maoke, after rejecting seriatim the arguments for a change from a
pold to a silver standard, says that— ' :

¢ in other respeots it would b the substitution of the less convenient for the mosk
sonvenient deseription of eurroncy.” :

18, Chambers writes in his chapter on money--

@ gubstance has been employed as the chief civoulating medium over the eivilized
world. Its own nature hos made it the standavd currency, though it is relieved and aided by
other kinds of currency. This substance is gold, which by common tonsent people at the
utmost estromities of the civilized world have used as thewr standard currency,”

14. One of the main reasons for the preference of gold over.silver is
foreibly expressed by another writer (Dunning Macleod).

“ e greator the intrinsio value of the metal, the better is it qualified to perform the
funetions of & country.” > * The movre rare and valuable the metal,

the more portable and convenient would it be, 50 that man might carry aboub with  him,
as it were, o concentrated essence of power of commanding serviges.”

_ As John Stuart Mill observes i—

* There ig an obyious convenience in making use of the more costly wetal for larger
payments and the cheaper one for smaller ; and the only question relates to the mode in which
$his can best be done.” i i

15, Mr, N, A. Nicholson in his work on the Science of Hxchanges
B8 Y B !
. “Ina conntry where bank notes for very gmall amounts arve permitted, as, for
“instance, the dollar notes of America, it matters little which of the two precious metals is
chogen a8 tho standard, provided there be one standard. In a country where these swall
notes are not pormitted gold is to be preferred fo silver as the une standard.”
Further on he reiterates the opinion thus :—

“ @old therefore is to be preforred as the standard of value in countries where amall bank

notes are not permitted by law.” _ i
These remarks ave fully applicable to India. :

. 16. Tiven some of those aathorities, for example, Ricardo and James
Wilson, who prefer silver as the sole standard, make important admissions in
favour of gold. Ricardo states thafm :

In favonr of gold it may be said that its greater value under a smaller bulk eminen tly
qualifies it for the standard in an opulent country.”

Jameg Wilson says—=

* No one will be inclined to deny that if wo had to bogin a system of currency de wove,
the most convenient of all the various systems now in practice would be found to he tho
used in England, where gold is the standard, and silver tokens of limited tender the sub-
ordinate coins.”

17, Now these considerations of political economy are just as applicable
to India as to any other civilized country. 1t will bardly be denied that India
is°a civilized country, Although civilization, in a politico-economic sense, 1is
not so diffused in India as in Europe; though the mass of the people

_ave less civilized than the corresponding elagses of an European people, still
India has a fair proportion of eivilization, hag a large field for the exercise

of political economy, all which, thongh inconsiderably relative to the vastness

of thecountry, is considerable absolutely. Though on the whole a poor
country certainly, still India is, in parts, rich enough, has, within particalay
limits, great wealth, has exiensive transactions, has, in some respects, much
to do with money on a great scale, :

~ 18, It is no sufficient answer to this to say that the mass of the people
_never see anything better thon copper money ; that it is only certain classes

Cr.



that sec even silver; and that but a comparatively limited number would sce

a gold currency if it existed. For the limited pumber who would see

gold represent the most important classes of thie country, just those classes

whose skill, enterprise, and intelligenee, go far to make the fortune of the

nation, If the sections of the people who would use gold were summed up,

they would be found to represent a great and growing interest, -And if they

really require a gold currency, that would be a strong reason for intreducing

it | ' ! :

19, Again, if it be supposed that such currency were not so urgently

wanted for the interior of the eountry generally, still the question would
reraain as to whether it is wanted for the larger transactions of -the inland
trade and especially for the forcign trade? It is not sp easy to gauge the
inland or inter-portal trade. But we know the' extent of the foreign
trade exactly, and we can see what a mighty interest that represents,

' 20. But the number of persons in all India who weuid use & gold
currency is not so limited as seems to be supposed. It may bhe mentally
roeasured in this way. With our five-rupee gold piece legal tender, every one
who had to pay five rupees or more in metallic currency (unless he paid in
ourrency notes) would pay in gold. Every one who kept, or hoarded five
rapees and upwards in treasure would use gold,  Let us compute by our own
notions (we eannot ascertain exactly) what the number must be of ‘payments
of five rupees and upwards in all India within any year. Surely it must be
very great, quite great enough to justify the consideration of measures for
introducing a gold currency, ,

21, Or let us suppose that, following the example of the five-frane gold,
coinage or, forming the easily conceivable notion of a five-shilling gold piece
we were to have gold coins of lesser denomivation than five rupees (for which
the authority of M’Culloch might be cited)—cay, for exumple that we were
to bave 23 rupee égoid pieces, then every payment of metallic currency of 23
rupees and upwaids would be made in gold, if there wers a gold curfency.,

. How very great, then, must the number be of such payments ina year.

22, But in these, as in other matters, there is such a thing as national
prejudice. It is concoivable that such a population as the Indian might have
some national prejudice ageinst gold.  Buat huve they, in facty any such pre-
jadice against gold.pieces ?  No, they have not. Quite the contrary 3 their
prejudice, if they bave any, is entirely in favour of gold.- The imperial
dynasties which _¥receded us in India had a gold eurrency. Some comparas
tively ancient gold coins bave still a limited eirenlation, and enjoy the high-
est repute. L1 is remarkable that the gold coins whieh issue from the British.
mints in India mostly find their way to Native States: It may be said, in
general terms, that, on our accession to power in India, we found a gald
eurrency existing conjointly with the silver carrency; and it was reserved
for us to accord silver the dominant and exclusive position which it now
holds in the currency. My own belief is, that few nations have, in their own
minds, a bigher appreciation of gold than the natives of India.

R3, It was in 1835 that silver was made the sole legal tender in' India ;
“gold, however, eeasing to be a legzal tender, was still receivable at the trea-
suries in payment of Government dues. Kven this was stopped in 1853, The
probibition was withdrawn in 1860, since whioch time the gold pieces
have been and are réceiveable at the treasury as before,

%4. This measure, however sound in principle, has not proved efHoacions.
Indeed the state of the exchanges prevailing since that time has not been




B‘a'eh as to eause the importation of gold bullion. And, indeed, nothing can
~ bring about a permanent influs of gold, while gold picces are not legal

tendez, ( i _
25, Upon this point M’Culloch writes thus :— ' _
“ 8ilver has become in India, in fact as well as in law, the sole logal tender e
i There are, at the same titue, various civcumstances which make it mueh to be

regrotted that an attempt should have heen made to exclude gold from the currency of
India, . # * ® Had gold been allowed to circulate as coin, it would bave been
extensively empl:yad 1';1 making large payments, and it would also have been eoxtensively

hoarded. It would be good poliey to re~introdnce a gold eurrency.’”

26. M’Culloch further makes a remark whiech T shall cite in this placs,
After explaining that gold would, if it had a fair chance, cireulate in India as
well as silver he goes on to say—
 fIn that oase the increased demand for gold *  # » would, by lessening the
demand for silver, have checked any tendency it may have had to rise.”
~ 8ir William Mansfield (now Lord Sandhurst) elaborated this same point
in 1864. He estimated that the exclusion of gold from the currency caused a
rvise of b per cent. in the price of silver, and held that this led to injustice
towards the land-bolding classes of India who pay land revenue fixed for long
periods or in perpetuity. i
0 R7. Whether we go to the full length of these conclusions or not, still
we can hardly doubt that to virtually oblige the people of India (as we indeed
do oblige them by our present system) to use only one precious metal for
eurrency, when they might have had two precious metals, is to enhance the
price of that one precious metal, silver, and thereby to put them to consider-.
able expense unnecessarily. They must have the stlver for currency use, and
~ they must Fui'chase it with their produce. 1f the price be enhanced, say, by
even n small percentage, then let the significance of that be considered. The
amount of silver in cireulation cannot of course be stated, but it must evidently
be very . great—supposed to be at least 15U millions sterling in value, some=
fimes even estimated at more than 200 millions, Tooke’s History of Prices,
Vol. VI, page 723, gives the amount at 400 millions. But that includes silver
for ornaments and other purposes. It is not material to the present argument
to discuss what the estimate ought to be, The amount, whatever it may be,
has been purchased by the people of India. Then even a small percentage on
~ either sum would give an extra expense of several millions, to* which the
~ people have been unnecessarily put. Such an estimate is not precise indeed,
but it may serve to give some idea of the possible loss occasioned to lndia.

.28, Again, to use gold instead of silver coins is to effect a great saving
_ in minting eharges and in wear and tear, or, per contra,to oblige the people to
use silver coins when they might use gold is to put them to the expense of
about fifteen times as much minting and wear and tear of goinage as might
otherwise have been necessary. This cost may be relatively small, from one
to two per cent, on value of coivg ; still let ng remember the amount of silver
coined in India since 1835, about 197 millions, and we shall see that even a
, small percentage on this vast sum would be an appreciable amount, 1t follows
that this amonnt might have been to a large extént saved to the country had
there been a gold currency, Sir W, Mansfield summarizes the advantages of
gold as—
¢ 1st, superior portability,” -
**2nd, decrease of westage,”
* Jrd, economy in wintage,”
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‘and he describes these as “ elements of cheapness which have a marked eoffet
in asserting the superiority of gold.” ;

29. Itis often said, in effect, that the certainty of silver always being
largely employed as carrency in a comparatively poor country like India is a
reason why a gold currency 1s not wanted, Buat I contend, on the contrary,
that this very circumstance is one of the reasons why a gold ourrency is
wanted, because it tends to steady the price of that silver which is one of the
necessaries of the national life, ;

30. On the whole, it seems clear that, while, in all other braunches and
departments of adminigtration, we endeavour to give to India the best of every-
thing so far as we can, yet, in respect to metailic currency, we deliberately
withhold from her the first-rate article and afford her a second-rate one. :

31. The foregoing considerations apply to India in common with other
gountries where there may be commerce and accumulated wealth. But there
are special reasone in India why a silver carrency without any gold cusrency
must be inconvenient, In other words there are, in addition to the general
reasons, special reasons why India ought to have a gold eurrency.

82, The Continent of Burope, and especially the United Kingdom, obtain
hoth gold and silver from about the same distance in the case of each metal.
Those countries have commercial relations with gold and silver-producing
regions. Gold ecomes direct from America, so does silver. ;

38, With India the oase is different, She bas bat slight commercial
~ relations with Arcerica, and, consequently, she has to obtain silver through
the medinm of England. This is, to some extent, a disadvantage, and must
involve various charges, direct and indireet. She has also to obtain the silver,
in which her ourrency solely consists, from an immense distance.

-84, On the other hand, she could obtain gold from Australia “direct
without employing any other country as a medinm; and from a much shorter
distance. Thus it would appear that, from its situation, Australia, with its
gold-producing regions, is the natural source of supply of the precious metal
to India. It is the present eystem of the metallic currency that prevents
India from availing herself of the great natural advantage offered by Australia
in this respeet, and forces her to obtain her specic uuder comparatively dis-
advantageous eircumstances.

35. As Colonel Smith, the Mint Master, has well expressed it

“ The advantagss of introducing gold into the eurreney of our vast dependency need not
be here insisted upon. They may be inferred from the unanimous wish of the inhabitants
for a less cumbrous means of exchange, from the benefif to be derived by the whole ecivilized

world from India’s taking her share of tho increased produce of the gold-mines, and from -

the anomalous spectacle exhibited for many years past, of ships freighted with gold travers-
ing half the globe in one direotion, crossing ships conveying an equal value of silver in the
opposite divection, for the adjustment of balances of trade capable of settlement withouk
either voyage, and with a saving of expense of a quarter of a million stetling annually.”

36. Sir William Marsfield (now Liord S8andhurst) put the case thus :

“There can be no good reason to compel the precious metals to make the journey from
Avustralia vound by London to Indis, instead of coming direot to the latler country, Yet
that is what, to a certain extent, necessarily takes place, and which throws heavy charges on
the metal ordained as a legal tender, viz., silver. The gold of Australia must go to London
to be exchanged for silyer, which is then sent out to India aftexr being bought at an artifi
sially high price in Enrope and the United States. The European markets are the middle-
men who obtain their profits on the silver sent to India to restore the balance of trade.”

87, Sir Charles Trevelyan ably set forth the same point thus :

 England has a Sounthern as well as an Eastern Empire, and the great staple of that
Bouthern Empire is gold. OCwing to the oxclusion of gold from the Indian currency, the

¥
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Ea&é'w.ith Australia i chiefly earvied onin this way. The gold of Australia is sent to
England, where it is employed o buying silver, and the silver is sent to Tndia burdened
‘with the charges of the double voyage and with the additional interest acerned during the
Tong period oceupied by it The cotton and othey exports of India are charged with ' the
. extra expense aviging from this cirenitous mode of payment., Hven & worse result is, tha
| the trads caunot be carried on in a regular maaner, . The gold remains in the Bank of Eng-
.~ land until the Indian demand sets in, and then it i suddenly withdrawn to sweep the con-
tinent of silver for transmission to India®’ @ ;
88, The fact that the trade between,India g,n(i Aushraliu._is not great, and
s not likely to grow essentially, would not of course constitute a diffioulty,
(1t is frue that if India received a large amount of gold from Australia, she
would not be able to send her produce to Australia in return. Bub the balance

i " in favour of Australia would be settled and adjasted in the trade between India

and England and England and Australia, . India has extensive claims upon
. England for produce exporfed thither, She would transfer to Australia a
. portion of those claims and thus pay for the gold.

" 89, The adjustments which take place in China will afford an illustra-
' tion, . China owes India, yearly, a large sum for opinm, She does nof wholly
pay this debt by produce or treasure, She pays, in part, by transferring to
. India her ¢laims upon England for Chinese produce exported thither,

40. But, further, there is one marked pecaliarity in the situation of India,—

. which is perhaps almost unique in the world,~in fthat she has annually to

~ remit to England money to the sum of many millions. The liability is as
" serious as it is inevitable, aud the gost of so vast a remittance amonnts to
‘nearly half a million pounds annually, and sometimes more,

. 41. While the Tndia currency is in silver omly, the principal means of

remittance mugt be silver,  Under these circumstances India will never
poesess gold in adequate quantities, The balance due to her on trade will be
paid in silver; in the main, she must take that metal and none other, And
- she will possess no other precious metal wherewith to pay whatever thove is to
. be paid by hexr in specie, She will have then, only her silver and her produce
- wherewith to discharge her obligations. '
. 4%, But, as Tingland has a gold onrrency, the payments must be made in
that metal, so far as they have o be mads in money at all. And, as India hag
- to pay in gold, she must obkain gold either by means of her silver or har pro-
duce. This is the real basis of the transaction, though, in practice, India does
not generally make her payments in specie. She receives gold in Bngland
from purchasers of bills called council drafts, and pays to the holders of thess
drafts silyer from the Indian treasuries. But the payments are sottled and
adjusted in gold, and- the difference chargeable to her on this adil'lqatm Nt
conaes fo the same thing as if she had purchased with silver, or profi{l;ze ‘the
gold wherewith to make payment. Al
43, This arrangement appears to be inconvenient to India in varions W

) ays,
44, In the first place she obtains her silver through England.  The y

¢ost

of effecting this is considerable, 'Then she has virtually to bear the charge of -

- exohanging silver in her own limits for gold in England and ¢ A

again is considerable. It would_be more emnomigal:, a;nd m;;,z Qggflggh;]:;t
if she herself possessed the gold in which the payments had to be made, If
her currency were to be gold, then she would always possess quantitiss oé T
very metal in which her obligations have to be discharged and her 2600 z
adjusted, . un

65, If the currency of England had been silver, then the ATG et il

be gomewhat altered. At présent India has a sort of double diffioulty |
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Firstly, she bag to make this great payment annually, in itself a difficulty.
Then she has the additional dificulty of purchasing the metal in which the
payment is caloulated. This additional bur den 1s caused by the present state
oflt.'he currency. And this must aggravate the chavges to which India is
subject, : : i ' _ - A
| 48, Again, under the existing statig the relative value of silver to gold
is the regulator, in all respects, of the eost of these transactions to India. The
value of silver ig, of course, liable to fluctuations, For, the value of gold in
Eungland being determined by law, and that of silver being not so determined,
these fluctuations as regardssilver are appreciably great, and are sometimes
embarrassing by reason of the trouble and expense which they canse. Within
India the value of silver is indeed determined by lasw, but that fact is of no
‘use nor validity in respeet to the exchange with England. Now this difficulty
would be mitigated, perhaps almost removed, if India had also a gold currency,
with the same status as that of England, that is, with the value determined
by law. ! ' ' :
’ 47. Mz Gosclien, in his work on Foreign Exchanges, wrifes

% Considering the case between silver and gold, When a bill on Hamburg payable in
gilver is bought in London for a cartain price, payable in sovereigns, what will determine
the valneP ® * #® % Gold is ¢imply merchandize in sugh countries as have a silver
currency, snd silver is merehandize in such eountries as have a gold standard ; and, according
to the price of the merchandize af a given moment, 80 wilt the ex¢cbanges fluctuate. ~ When
“abill on Hamburg is to be sold on Liondon, all the previons elements of value will lavo
t6 be taken into consideration,—the rate of infevest in the two countries, the state of credit
relative indebtedness, and so forth; but the value of silver in England will enter largely into
* eonsideration, or, in the opposite ease, the value of Gold in Hamburg, "’ '

Now it seems to me that, mutato nomine, the same story might be told of
the exchange between Hngland and her Indian dependencies, and that the
process inevitably places India at a disadvantage.

48, Thus I contend that there should be one standard only of value for the
two countries; in other words, that the standard for India sliould be the sume
as that for Bugland ; that India is specially entitled to thiz advantage, because

' ghe ig more conveniently suited asg respects the gold-producing regions than
. the silver-producing regions, and because gold is the currency of the country
to which [ndia has to make such great payments;and that a gold currency
would not only cause a saving to India in the procuring of so important
an article as specie, but would also lessen the difficalties arising from the
pecuniary obligations of India towards England. s -

49, There is one more point to be noticed, which is this, It is observed .
by the Financial Sccretary, Mr, B. B, Chapman, that when upon the
establishment of a gold standard, silver came to be demonetized, and the
intrinsio value of the rupee to be diminished, the effect on the native mind
would be bad,. Mur. Chapman’s words are~ :

Tt follows that we shall have to substitute for the use of the masses of our population
4 tolen silver onrreney for the present full value currency. Are we at all certain what the -
sffoct of thig wil) be upon the ignorant population? Or bow a gilver token currency will
work alongside of o full value Native State silver currency ¢ ;

50, 1t is quite true that the natives will always look o the intrinsic as
well as to the nominal value of the rapee. Thongh the new rupee, with a lesa
intrinsig value of, say, 8 per cent., may pass'in currency for the same value as
the old rupee, still the natives will not - estimate it co highly as the old
~ rupee, becanse they uge rupees for melting and for boarding, ae well as for

currency, All this may be admitted to the full, But what then? T fuil to
oroeive what evil would follov. It is said that the natives would prefer the
~zupees of Native States in which the proportion of alloy might be less than in
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i .ﬁﬁé'.&emonetize&] British vupée.’ It might not be of mnuh‘cﬁnsequenﬁa if this

" were to he the case, But it by no means followe that any_such' conseyuence

" would rige, If natives closely estimate the grains of fine silver in the rupee,
they will weigh accurately the British rupee against the Native rupee. Aund

 the Britich rupee will be valued at its weight in fine silver at least, Besides
 thig, it would have the advantage of be.iug legal tender in ijmsh territory for

smallamounts which the Native rupees would not, And this advantage must

~ secure the preference to the British over the Native rupee, a8 silver to silver,

~ Bl, It might be said of course that the British rupee would cease fto _

. possess the estimation it now nossesses, and this portion of our currenay would

| deoeline in reputation, Very true no doubt. Buf, on the other hand, we

~ should have given the country a gold corrency, the coins of which would rise
. rapidly to the highest repute, and to a degree of estimation to which even our
| silver has naver yet rigen, I believe that no coins that ever were eoined in

| this country would be so popular as the gold legal tender coinage of the British

Government. In other words, while we deprive the people of the old silver

. standard, wa give them, in return, asuperior gold standard, And thus the
last state of the currency would be far bebter than the first. .

' b2. Further, it is sometimes urged, as a reason against introducing a gold

' carrency, that there is never likely

to be a sufficient quantity of zold

el o available to justify its being

From 1801 fo 1884-35 . . 68,631,838 declared legal tender, The quans

5 1895:80 t0 187071« . 196,776,414 ity of specie required for cireula-

e i -‘2"(;6"40&247 tion in India was _est;ir{:a._ted K

s | fifteen years since, at 150 millions -

| sterling, or rather that was the

_ Goip CoiNiaE. supposed value of the silver coins

From 1801 t0 1834-35 '« . .. 11,060,148 in circulation. Within this can-

o A836-36 to 1870-71 . . | .1, 2,061,072  tury, the net importation of gold

- B1veER CoinaAan,

.

e hag exceeded 99 millions;  but
A5122,120 only & small portion of it has been

_ coined, Having regard to the
Torar Gorp anp Sirver CoiNas, long period that coin_ lasts, the

From 1801 601834-35 . . . 74601081 coinage, gold and silver, may now
s 18353810 1870471 ' . . 198,838,386 be estimated at more than 150
: i muilions sterling, and the amount
278,630,367  of gold bullion and specie in India

Tee== is within  this amount. These

i Duponth, Gobos ;;Jeveml qnalnti_tges may not, indeed,

I RIS « aqx | DO precigely knmown. But it i
T IsA0 0607l | opodogey Guife trae that the mmount of
» 4o, i ' . gald available or obtainable in
104,486,204 India, under  present circume
bl : s -splances,--ls small as comapared with
Jiii . siver, and is not, as yet nearly
" 1332";;"' Qabo, i 44. exfam;lg;»h for what the re'qui;ements
rom 1801 t0 1834-55 . o 033,442 of the country would bLs after
w  1836-36 to I870-71 o i 8,015,342 %old being declaved legal tender,
i i 5048784 Buby though I admit all this to
RO the t‘ul.l as fact, I do not at all

Nar IMPORIS 4 99,437,-15:9 admit it as a reason for refraining

===z to declare gold to be legal tender.
For marifestly, gold, having been,




' ohoe declared to b_.e"!_'e'gal teﬁa'er'; wounld beeome one of the needs of the national

existerice. Gold would be an article which the country must purchase; and
with its large sorplus of exported produee over imported goods, and with an
ample balance of trade in its favour, the country would have uo difficulty in
purchasing gold, which metal it counld; as has besn seen already, obtain direct
from Australia on reasonable, perhaps eyen on favonrable terms, If then the
need of gold for currency in India were to be anticipated; its influx into the
country would be a matter of a few months, perhaps only of a fow weeks, and
the want would hardly have begun to be telt before 1t was supplied. :
.53, Before concluding, I would add that experience does not shake my
l\elief that the 1'9111131?(—! v'a.lue of g()lﬂ and SilVel" 18 represented accor(ii[]g to
scientific theory and prineiple by the present gold coinage of India, that is,
120 grains gold piece to 10 rupees; that the present rate offered by the

' Government of India in 1869 for the English and Australian sovereign 104

rupees (ten rupees and four anvas) coincidgs as nearly as possible with that
standard, and that the conclusions arrived at by the Currency Commission in
1867 are sound, It is true that very few sovereigns have beet received in the
treasuries since 1869, but this civcumstance is attiibutable ot to any defeat in
the rating (10} rupees o the sovereign) but to the state of the exchanges
which has precluded the importation of gold bullion, silver Leing the sola
Jegal tender. How can gold ecompete with silver in India while the latter has
a value fixed by law and the former has pot ? I understand that, as a matter

ol

of fact, gold can still be laid dowu in India at something /essthan Re, 105 for

the sovereign ; and that, so far, the Re. 10} rate must yield a profit on the
importation, If that be so, then this rate would still seem to be the right one,
And the nonearrival of gold must apparently be due to artificial causes, which
amount to this, that gold is at a disadvantage as compared to silver, which is
favoured by law, 1f this be so, then the fact that gold sovereigns ecrnmand
in the market, at most times, a higher price than Rs, 104 aud the 120 grains
gold piece a higher price than Ke, 10, must be owing to adventitious causes,
and to the circumstance that the supply of these coins being very limited,
there is a sort of faney demand for them, which is no eriterion of what their

value would be under a different status, |
54, Those who dissent from the above-named determination of velative

value base their argument on the fact that this assumes a proportion of exaotly -

15 to 1 gold to silver; whereas, at many periods in England, and of late
years in%ndia, the market prices show a proportion of something more than
15 to 1. But then the prices are affected in England by the fact that gold
has a value determined by law and silver not; while *vice persd in India
silver has a value determined by law and gold has not. And this consideration
renders it impossible to determine relative value precigely by these prices.
One cardinal test 18 this : take the cost at which gold and silver can be laid
down, is, and generally hag been, laid down in India, counting the charges for
bullion, freight, msurance, brokerage, and scignorage, and then the proportion
of 10 to 1 would appear correet and proper as regards this quoestion at issue
and it would seem that gold "could be profitably imported at the present
rating, |

On the other hand Mr. John Norman of Caleutta, a géntleman of great
knowledge and experience, in a letter which will be found among the appen.

dices of this minube, endeavours to show that 15 to 1 would practically -

exclude gold ; that 164 would exclude silver, and considers that with 154 or
even 15} very large amounts of gold would be presented for coinage,

-
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L BB, 1 still hold to the opinion that if it were determined to have a goﬁi
| ‘currency, we should mainly employ our Indian gold eoins for that purpose.

I would not object to make the sovereign a legal tender for tan rupees and

© four annas. But the govereign being worth ten rupees and a fiaction over,

thers might be some slight trouble of ealculation in changing it for silver, and
this would be a drawback in respect of the use of the sovereign a9 currency in
. India.  Anpd if this objection were urged, I would not press for the sovereign
. being declared legal tender. But we should dontinue, under any circum.
stances, to receive the sovereign in our treasuries ot the preseut rating or at

i whatever rating might be fixed,

58. I believe that a repugnance i felt by some o the present deberminas
tion of the question of a gold curreney in India, because of the prospect of
‘#ome universal coin being adopted internatiooally, But the prospect seems,

raotically, to be almost disappearing. At all events the report of the English
%b’mmise‘zion on international coinage, presided over by Liord Halifax, seems to
" be quite adverss to any change in the value of the English sovereign.

97, I have not dealt with the objection whick has been sometimes urged
to a gold currenvy, to the effect that the national debt, and the paper
eurrency, are caleulated in ropess, Tor the objection has been disposed of
more than onee i the papers relating to gold, The ¥um scems to me o be
. this—we promised fo pay in rupees and we should pay in gold determined by
 law to be equivalent to rupees. :

. 58, 1 have havdly, in this paper, undertaken to treat of all the points con-
nected with this important subject, still Jess to discuss all the eollateral matters
 which might suggest themselves for discussion, But the subject in all its

. hearings has been dealt with in the report of the Indian Curtenoy Commission

of 1867, in the volume of printed papers relating to gold currency in India,
in the file of correspondence relating to the revised notification of 1869-70, and
in the additional papers now submitted. I am unwilling to add more than'I
ocan help to the mass of writing which already exists,

89, In conelusion I would ask early and favourable consideration to the
proposale of Mr, Dickson, which I will give in his own words :

“1., To authorize the receipt of Knglish and Australian sovereigns info
g, all the Government Treasuries of India, without restriction,
and whether tendered in paymeunt of Government duee or in exs=
change for gilver.. ' ' :
*“11. In conformity with the provisions of the CurrencyAct to authora
ise the issue of eurrency notes in exchange for gold bullion
tendered at the mint for coinage into Indign gold sovereigng
at the rate of 10 rupees for 120 grains of gold of standard
. tineness, less seignorage.’”

1 believe that these recommendations are safe and practical. They
ate the first steps towards a gold eurvency. If they succeoded , their
usefulness would be too plain to require description, If they did not sueceed

"still no harm would be done. If, in consequence, we wero to hdve an):

. quaiitity of gold on our hands which could not be conveniently disposed of in

India, we could use it for the remittances to England without loss, and per.
haps even with profit, AN y

60. But if, after the adoption of such measures, gold ballion shonld not

. be imported ; if sovereigns should not be received at the treasuries; if doubt

. wtill existed a8 to whether the relative value of gold and silver is coxrectly



determined by our present rating and coinage, then I hope that the matter
may nob be, allowed to drop, 1f the present rating of 10} rapees and the
present weight of 120 grains are nof, proper (as hitherto we have atfirmed

that they are), then what rate and what weight are proper ? If the proportion. .

of exactly 16 to I be not the proper one, as we have gaid it is, then what is

the proper proporkion ?  Can any one really prove that it ought to be a fraee '

tion below, or a fraction above 15 to 17 Nobody supposes that we have offered
to0 much silver for the gold ; then, if this offer be not the proper one, is it
really too little? Ought we to offer more? These are questions which,
as 1 submit; the Government of India ought to be able to determine, These
are questions which have been determined by every civilized nation that has .
adopted a gold currency. No doubt it is a difficult and important problem,
but it cannot be insoluble, and it ought to be solved. 1f the enquiries which
have been made, and the data which are available be not sufficient, then let
another Commission be appointed, so that the matter could be brought toan
isaue one way o the other ; and that all the facts and cousiderations could be
brought up to date, i _ )

1f the Government could now make up its mind that the introduction of
@ gold currency is among the real nesds of the couniry and ought to be
practically taken up, then I recommend immediatel the appoiutment of a '
commission to investigate once move and, as I shoul hope, finally ‘the quess
tion of the rolative valuation of gold and silver. P e T
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From Guonae DicksoN, Bsq., Sroy. Anp TREASURER, BANK OF Brxaar, 10
mie Hox’sre Sin Ricnarp Teyers-—paren 10m Aveust 1868.

; Again apologizing for the delay which has unavoidably taken place in
replying to your favour of ®nd July, 1 pow take ‘up the several points
adverted to therein, viz. == R

1. 7o get sovereigns into ihe counlry in large quantities by raising the

vale from Rs. 10 to Rs. 10-4, or even kigher~—As the proposed measure offers
& divect advantage to the importer, it is decidedly preferable to- the indirect
method of attaining the same object by the impdsition of additional restric-
 tions on the importation of silver. Bubasit 18 contemplated to introduce
the measure as a tentative and experimentsl one only, without declaring
sovereigns legal tender, I am of opinion that its suceess will, in  eensequence,
be slower and more doubtful, Solong ss sovereigns command, as they do
at present, a higher price than that which itis proposed to fix, 1t i3 quitd
certain that they will not find their way into the Government treasu ries ; but
the present state of things is, I think, entirely exceptional, and the market
will ere long return to its normal condition. The subject must be disoussed,

" therefore, not in relation to the existing state of matters, but with reference to
‘the experience of @ series of years. At the same time I do not think that 1t
would be safe to be guided altogether by the price of gold during the fow

 years ending in 1864, when it was imported in increasing quantities to meet
the adverse balance of trade caused by high-priced cotton exports to England.
. The latest quotation for sovereigne in this market is Ra. 10-11-8, which

_ gives the value of an ounce of silver laid down in Caleutta at 43, 113°84.,
but the average price for the first six months of 1868 is Re, 10-10.2 only,
indicating the price of bar silver at 5s. 04-3244. For 1867, the average price

' of the sovercignis Rs. 10-7-6,and of gold, 24 carats fine, Rs, 16-7-7. Taking
the mean average of the last 3} years ended in June, the price of the sover-
eign in Caleutta is Rs. 10.2.3, and of bar gold of 24 carats fine Rs. 168.5-0,
indicating the value of an ounce of silver at nearly bs. 34,

8o long as silver makes a better remittance to India than gold from
Augtralia, the certainty is that India will not receive any considerable
" quantity of the latter metal, !
In his despateh of 20th September 1864, the Secretary of State says ;—

' 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 Rs. 10-8-0, and about Rs, 10-12-0 at the price
which prevailed some time before 1850.” )
 His Bxcellency Sir William Mansfield, in* his Minute of 8th March

© 1864, writes s~ ;

¢¢ Thus the Eritish Indian gold mohur being, by Aet of 1885, held to be equal to Rs. 15

ives & value of §s. 23d. to the ounce of silver plus 0%d., which may be considered the
ifference of Mint charge betwesn gold and silver. That being so, if the value of the sover-

' eign ba caleulated on a siilar basis, its worth must be taken at Re. 10-4-4, its intringio value
at Re. 10-6-1, the diffurence between the two sums being that which would ‘ropresent the

Mint obarges if the sovereign were coined in India insiead of being imported.”

Making, then, these several estimated values, we arrive at the mean average
yolative value of Rs. 10-4e],

X would, however, desire to guard myself, by Isi_ating that so long as
gold is not legal tender in India, it must of necessity be subject to the

N
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the universal law of supply and demand. : £ i
15 it reasonable, then, to assume that it will pay the importer to part
with bis gold at the proposed fixed rating of Rs, 10-4.07?

.@L‘

‘same finctuations in valpe as all ordinary mereantile commodities are, under

By withholding the declaration of legal tender, and owing f0 8 not .

improbable spprehension that, on the slightest fall in the value of the metal,

Covernment may be induced to rescind the resolution of vating at Re, 10-4-0,

the importation of gold will not be so free and certain, except under very
exceptional eirénmstances similar to those which ccourred during high prices
of cotton, when gold was imported in place of general merchandise, the
“demand for which was at that time unequal to maintain the balance of trade,
The netion taken by Government in 1862 of prohibiting the receipt of

Id mohurs into the treasuries in payment of public dues, has left an un-
favourable impression on the publie, and they will hardly be disposed to place

greater confidence in similar - measures now ; and so long as the balance of

trade between this country and England can be adjusted with more certainty
by the bills of the Secretary of State, Government securities, and bills of
exchange, the importer will not subject bimself to the risk of loss atising ouf
of the possible action of Government., .

To this it may be answered that Government will not altev the proposed
rating without giving a few months’ public uotice in the Gazetle. Sueh a
modification would doubtless tend to mitigate the evils inherent in the pro-
posed mensare, and I do nof think that Government could run muegh risk of
loss in the event of large importations and payments being made into the
public treasuries, should the price of gold fall below the proposed rating of
Res 10-4-0. Inconvenience to Government can be averted to a great extent,
first, by availing of the clause in the Currency Aot which admits of the reserve
in eoin being held in the proportion of one-fourth of gold to three-fourths of

gilver; and (secondly) by remittances to England in communication with the

Secretary of State, shonld the gold receipts inconveniently increase,

In September 1865, the Government, of ladia transmitted to England-

£160,000 in sovereigns, which, after deducting freight and insurance, yielded
at the rate of 1g. 113004, per rupee against. 16, 1134., the then average sell-
ing rate of the Secretary of Btate on the general Treasury, Butin 1866,
when the bills of the Secretary of Stale were unsaleable at 1s. 104, on Cal-
cutta, and at ls. 10id. on Bombay, the Government of India remitted in
sovereigns and gold bullion Rs, 22,385,730, which, with freight and insarance

added, I:roughtl the amount nominally to R, 2‘2;92,9.6'2, the outturn of which -

yielded £221,634-2-8, equal to an exchange per rué)ee of 1s, 11+204, In like
manner, and including freight and insvrance, Rs, 51,37 ,669«15.11n silver
bars were sent to England in-the same year, and the ontturn was equal to
15, 10134, | ' '

Althongh I would pl'ei:'er the sovereign being made legal tender at the .

proposed rating of Ra 10-4-0, along with the concurrent circulation of an
Indian coin of 120 grains as the equivalent of Hs, 10, 1 am of opinion that the
proposed rating at Rs, 10+4.0, without making the govereign legal tender,

wonld be a safe messure on the whole, and a great improvement on the exist~

ing state of matters :

11, 1o obtetn permgssion from the Seeretary of State to coin 10 rupes
gold pieces at or above the sbandard of 1636.~1-have gone over the Gazelle
containing the several notifications connected with the coinage of gold, and I
eannot discover that the Aet XVII. of 1835 (see Gazette of 16th August

1835, page 692) which permits the'coinage of (1) a gold mohur of Re. 15,
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welgh t 180 .gréin-s: troy, 11-12 paits fine ;(?) a fivesrupee piece equal to % third

il :-;:'.'_?5)_6&-3' mohur; (8) a ten-vapee piece equal to two-thirds of a mohur; (4) a
| thirty-ropee pie e or double gold mohur of the same standard—has been |

. repealed.

* In 1841, officers in charge of treasuries were authorised to receive gold

| coine issued in, conformity with Aet XVII of 1835 until they sball have

assed the limits of lightness allowed for wear. But on 22nd December
18562, it was notified that after lst January 1853 no gold coins shall be

' received on aceount of payments due, or to be made to Government ab any
| publie treasnry within the territories of the East India Company. It Fh“‘.lj@-
| fore appeats to me that the sanction of the Secretary of State 1s not indis-
i fa_n.ggb_l_y necessary, ‘ubless it is proposed to alter the existing value, which,

I submit, it is not expedient to do.

| English sovereigns be rated and regeived as Rs. 10-4. Ag the value ofall

- commoditics, transactions, obligations, and eontracts will continue to be

expressed 1n rupees even should gold beeome the standard, the facility of
conversion from one denomination to another is of the fivgt - importange, and

gold pieces, representing ths value of Rs. 10 will be readily preferred to the
| sovarcign valued at Re, 10~4,

1V. Wien we shall have succeeded in getting sufficient quandities of

- A0-roipeé gald pieces and sovereigns indo circulation, o go wp to the Seeretary

of Siate with arreally stromg case for legal tender, the 10-rupee gold pieces at

A . par apd the soveveign at its, 10-4, or whatever rate may be fived ~=In treating

of the first question, I have pointed out the probable difiiculty of both

" obtaiving an abundant supply of gold, and putting gold coing into circalation
- to any great extenf, so long us upcertain or optivnal value attaches to  that
. metal under the proposed fBuctuating rating. In other respects, I most fully
' concur in the expediency of the measure proposed for adeption.

V. Qo see whether the 10-rupee gold picce will not drove out the sovereign

L and acgusre suek a poistion as to be made not only legal tender, but the sole
| standard, reducing silver to @ tvken status~1t is very vrobable that the '10-

rupee gold piece will be much more popular and more generally used in the

* daily ‘transactions of business than the sovereign, and the course indicated, of
. declaring it legal tender, on a certain contingency happening, will, 1 venture
. %o think, be bailed by the public generally as s great boon.

Having briefly adverted to the several points raised in your letter, X
would respectfully suboit ' ;

"1 (1) That it is safer for Go*éeru‘ment. to value the sovereign at Rs, 10-4

_ than at a higher rating since it is not to be declared legal tender at once,

. Besides, a higher rating than Rs. 10-4 would render necessary a re-adjustment

- of the Indian gold piece of 120 grains, inasmuch as it would be worth more
d eh Roe 10,0 1 | \

. (2) That the high prices ab which sovereigns and bar gold have bLeen
*selling for eome fune past are referable not to an actual rise in the value of
gold relative to silver, but to an exceptionably low rate of exchange which
practically shuts out gold from our market. Sovereigns have been sought

~ eagerly by persons returning to England, or by those who intend to travel on

_the continent, and who prefer to pay & smart preminm on sovertigns fo a

‘heavier loss in-exchange on bills on Liotdon or on cireular notes,

Lt 1L Wken we get the soversigns from airoad, to send them to iﬁ_a Mt
Sor ve-coinage in 10-rupec gold picees, 1o get for cvinage ag above bar guld

" and parious sorts of gold bnilien.~~The coinage of an Indian gold sovereign,
which will be an exact multiple of the rupee, is highly desirable, even should
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So soon ag the rate of exchange refurns to its normal condition (see
accompanying table with rates of exchange since 1838), I think it grobable
that advantage will be taken of the facilities proposed to be offered to the
importer of gold, and that it will find its way in considerable quantities under
the rating of Rs, 10-4, . ‘ i

Lastly, I am of opinion that the present is a favourable opportunity for
fixing the value of the sovereign relative to the rupee at Rs, 10-4, as it could
not be gaid that it would injuriously affect either public or private creditors,

and because it would have the effect of checking the depreciation in the valus

o;f gold beyond the point assigned by notification, when a reaction does take
place. i _

- Generally, the measnre proposed is eminently safe as a tentative and
experimental one, aud if successful, is caleulated to lead to the inauguration
of a larger and more important change in our eurrency. Should it on the
other hand, contrary to expeotation, prove to be & source of inconvenience,
through a redundant supply of gold, thereby indicating a considerable fall in
+ its yalue relative to silver, the probable loss arising on the remittance of the
gold fo England with » view to meet home dishursements is not likely to be
of great moment, when measured against the average rate obtained by the
Secretary of 8tate for bills on the Indian treasuries.

Along with this you will receive the following enclosures, ¢iz e

I. Table* showing the actual market price of gold bullion and govareigns
in Calentta, in continuation of former returns %etween January 1868 and
June 1868, _

11. Table* of average rates of exchange hetween Caleutta and London
in the several months of each year from January 1838 to 8lst December
18686, wiilsh rates of interest charged by the Bank of Engiand and the Bank
of Bengal. plC

IIQI.}?.l Minutes¥ of evidence given before the Select Comumiftes appointed
to enquire into the eause of the high price of bullion, 20th March 1810, by
the King’s Assay Master of the Mint and by Dr. Kelly, setting forth the
relative value between gold and gilver in Hngland and foreign countries,
according to actual assays.

If in any way T can be of further service, you will find me ready at any
time to do all I can, Meantime, believe me, efe.

¢ Appondices (Y'Y, 2Z, AAA, and BBB),
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XXII-B.

. Mivure sy Gronar Dicksow, Esq., SnoRPTARY AND TRUASURER, BANK OF
. Bexaar, on A Gor.p CurruNeY FOR INDIA, =~DATED 1otH JANUARY 1872,

The question submitted for consideration is whether it is expedient or
inexpedient for the Finance Minister of the Grovernment of India to move fure
ther in the attempt of having a gold currency in this Empire. '
i Since the subjeot was considered by the Committes in India presided over

by I;OI'd Sandhuyst, it has undergone considerable discussion both here and in
England, il )

The result, go far as I have read ‘and ascertained, goes to deepen the cons=
‘vietion 1 have been privileged to express to you in former minutes, that the
conclusions arrived at by the Committee which sat in India are eminently
gound and unassailable, ¢ ; :

" SBuch being the eonvictions I bold, I reply to your enquiry (1) by saying
~ that, in my judginent, the present is a favourable and opportune time for tak-

ing another forward step towards the accomplishment of what every one

apparently so much desires, . :

The chief difficulty is of course the inadequate supply of gold at present
in tbe Indian markets, former supplies having either been absorbed for other
purposes than those of currency, or exportad to foreign countries. Itmay be
received as s sound axiom that no Government could seriously entertain the
idea of ehanging its standard, or introducing an alternative measure of value,
without & sufficient supply of the precious metals to fairly initiate the object in
| view,

. This being 80, the question naturally arises—* when is India likely to
have such a gupply of gold at command as may enable the Government of
India to change the standard of value, so as to cause the least disturbance
in her internal and foreign relations ?”’ .

. As India is neither a gold nor a silver producing éountry, the same canses
which have operated in securing for her a continuous supply of silver will, in
like manner, eontinue to draw gold to her markets, provided it findea ready
gale at a determined minimum value,—-a point more fully adverted to hereine
~after.  Asa rule, India bug a large balance of trade in her favour, arising out

- of her commercial relations with other conntries. Although the adjustment
of this balance is, in part, effectad by the Secretary of State’s drawings on. the
Indian treaswries for home disbursements, and by divers eauses more fnll ¥
adverted to in other winutes, yet, in the long run, a considerable sum must be
diseharged either in gold or in silver. Further, the business operations of the
Exchange Banks, at a time when exchange rules high, will have a very
material effect in.adding'to our supplies of gold. Silver being legal tender
in India at a value below which it eannot fall, the bulk of remittances in pay=
ment of her surplus claims is, for the most part, made in that metal, It is
clear, therefore, that the canses which influence the movement of specie from
one country tosnother affect pold and silver alike, Without an act of Goy-
ernment declaring gold legal tender, it follows that some indacement must
be held out to importers to insure them against loss resulting from a sudden
fall in the price of gold in the markets of India. For, besides drawine her
sapplies from England, India may safely look to another source for a fuller
supply. To balance her trade with Australia, Bogland has a large amount to



be paid to her in gold, and this gold, instead of being sent direct to England,
can often be more chdaply and prodtably Jaid down in India for the purchase
~ of claims on England, = During several years pas$ owing to a very hmited im=
port, and to a continuous adverse state of exchange, Australian and English
sovereigns have commended & much higher value than that assigned to them
under the Government Notification, viz.,, R10-4. _ -

But, in the present upward tendeney of exchange, owing to the ungeasing
development of the export trade, it is safe to assume that a very considerable
influx of gold coin and bullion may again be looked for, and, if so, prices will
fall to the level of the Government rating. - i
. There is, however, ground for believing that the too restrictive nature of
the notification, authorizing the receipt of gold into the treasuries * only in
payment of Government dues, and uatil further notice given at the option of
Government,”” tends unduly to check that free importation of gold which
might reasonably be caleulated on undet the influsnce of a high rate of
exchange, i : }

During the eontinuance of the Franco-Prussian war, when heavy amoants
of forcign ecapital were locked up in London, and the Bank’s rate foll to 2
per eent., exchange ruled unusually low, as India knows too well to her cost,
and though it may not soon again fall to that extreme low point, there is not

much reason to suppose that it will touch the extreme high point it reached

some years ago,
Having regard, forther, to the important changes which the nioney
markets in India have undergone, by the nearer assimilation of the value of
money in India and Sngland than formerly echaracterised the respective
markets, and keeping in view the fact that gold has found a new channel of
outlet through the change of eurrency from silver to gold by the' German
Empire, it is for the Government of India to consider whether some decided
action is not needed to pave the way for the introduction of & gold currency,
beyond the eminently safe and tentative measures already tried without much
effect.

. Towards that end I respectfully submit that Glovernment may, with

safety, adopt the following resolutions, viz : : : :

' I.—To aunthorize the receipt of Eunglish and Austraiian sovereigns
into all the Government Treasuries of India without ree
striction, and whether tendered in payment of Government

. dues ot in exchange for silver. ;
11.—Tn conformity with the provisions of the Currency Act, to
authorize the issue of currency notes in exchange for gold
bullion, tendered at the Mint for coinage into Indian sove-
reigns, at the rate of R10 for 120 grains of gold of standard
fineness, less seignorage,

Both these measures are, I think, competent to, and rest for adoption by,

the Government of India alone, il i :
Shovld these measures be successful, and a sufficient supply of sovereigns
and gold be accumnlated, with a corresponding reserve of the Indian gold coin,
they' both, #.¢., English and Australian sovereigns and Indian sovereigns,
may, after communicabion with the Secretary of State, be declared legal tender
at the respective ratings of R10-4 and R10, Silver, as the alternative
measure of value, must bave a concurrent circulation for a time; but its
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&em-nneti@s&&idn woulﬁ_ be s.coompiishad by a gradual and sure \}11-Qc'ess '{sed"_
_ seotion 18 of my letter of 8Uth May 1868 ). . 1 have no doubt public weiters

and erities who profess to bave a complete knowledge of Indian fjnance, and
. the requirements of India generally, will find all manner of fault with suc_h
 “ half and half measures and as being wanting in boldness,”” and will not fail
; to denounce them as being purely  “imagi-

_ ® Discussions by the Indian hary * and unsnbstantial,’”’

Association in Liondon.

1 am in your recollection when I recall the proposals made by gome au-
thorities in 1864 for meeting fthe difficulty m the way of introducing into
India a gold eurrency, by raising the intrinsie value of the rupee. I-ventured
to point out in my minute of 9th May of that year, that such a measure, if
‘adopted, would in effect raise all public salaries, inerease the amount of the
public debt, and render necessary the alteration of the value of Government
currency notes. I revert to the proposal so made because, towards the end
of the same year, the Royal @ommission appointed to report on an internas
tional coinage, point out, in very striking langnage, the evils likely to vesult
from a proposal made to tamper with the value of the Eritish sovereign, go
a8 to make it identical with the French coin of 20 francs. The proposal
-roused such a very strong feeling in monetary cireles in the city, that ulti-
mately it bad to be withdrawn, :

1 wish to demonstrate, as clearly as possible, that, while the proposals
which, with much deference, I submit for your eousideration, ave progressive,
and calculated to effect the objeet in view, they ave, at the same time, perfectly
practical and safe, and, so far as Government ig concerned, po harm is likely
to arise, even should they result in complete failure.

. The Becretary of Btate, as you well know, has to draw annually from the
_ Indian treasuries a very large amount. Tiast year, if 1 mistake not, the
selling rate of his monthly drawings was so low as to entail a loss of £500,000
on the revenues of India, If, owing to an absence of demand, combined with
what I venture to call a very defective and injurious systom, exchange should
fall to s, 104d. or 1s. 1044, he must either continde to offer his bills in the
London market or.call for a specie remittance from this side, which eonld be
made only in the form of silver ¢coin or bullion. I need not enter into the
results of such remittances and the prices realized ; but T may state generally
that, making every allowance for reduced freight and insurance as compared
with previous years, the experience we have had in the past, with one exceptional
case, shows that the loss is very neatly 74 per cent., or not better than a sale
of the Secretary of State’s bills at the rate of 1s. L0}, per rupee. 1 think,
these facts being admitted, it follows that, under the existing order of things,
the Secretary of State has no moans of counteracting the downward tendency
‘of exchange to a point go low us even ls. 104d., nor can you materially aid
him from this side so long as things remain as at present,

Such, however, conld not possibly be the case, were the Tudian treasuries
under the adoption of the measures proposed {and I may heve obssrve—fife
all in, but give out none) in possession of either Eoglish or Australian sove.
reigns rated at R10-4 per pound sterling, or of bar gold purchased at the
rates I bave indicated. :

I sabmit, in corroboration of my argument, the following illustration,
With the gold in possession, the Goyernment of Ind"a eould remit to the
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Secretary of State on the foilowin-g conditions, taking the sum of £100 by
way of example, viz. '

! j : , & a.p.
Value of 100 sovereigns at 810-4 each . 1,025 0 0

Fraight and Insurance 10s. and 4s. 7d. por cent., respectively |~ 5 6 '8
4Add sundry charges, packing, eto. . o T G s 08 4

#-—n-ﬂa-
1,030 10 0

Hquivalent of  Bill on India for £100at 1s. 1)id. per
.ﬂlpeb ‘8 " @ . " * . e a 1,032 0 0

g e b —

" Difference s 110 0

In other words, gold could be exported from India and laid down in
London at a cost of H3-1 per cent, (taking the rating of foreign sovereigns
at R10-4), or at a difference of 4 per cent, in favour of the Government of
India, as compared with the selling rate ofthe Secretary of State’s bills, as
wo have seen it, at 15, 1044. _

Without entering more fully into this part of the subject, it may safely
be taken for granted :—

I.-~That the introduction of & gold currency into India will in every
respect, especially as regards portability, be more convenient
and advantageous than the existing silver currency.

II.—That, by the removal of certain existing restrictions, a supply
of gold, sufficient to-make the attempt to initiate the change,
may reasonably be reckoned on in the present state of the
money market, ;

I11-—That the proposed gold coin for India, containing 120 grains

of standard fineness, will not only be as near as possible to
its intrinsic market value relative to silver, but any supposed
injustice to the public creditor and any confasion in the
mode of keeping accounts will be avoided. All value, as at
present, will be expressed in rupees ; all commodities bar-
gained for in rupees; the public accounts kept in rupees, and
the currency notes left as they are : only payments will be
made in the new coin,

IV,—-That, by declaring the English and Australian sovereign as
legal tender at #10-4 along within the Indian one of R10, a
laxge amount of ready-made coin will always be available for
immediate circulation, at a great saving to India,

With regard to this last point, I may mention that an able writer
Mr, F. Hendricks, in an excellent paper on the Indian gold coinage, recently
read before the Society of Arts in London, takes a great deal of trouble to

rove that the proposed rating is not scientifically accurate, or, as he states it,
15  unreal, imaginary, and infected with error,”

This point was not lost sight of by our local committee ; for although the
English and Australian sovereigne have been rated at R10-4 .With a view
to avold a more complex decimal proportion, they are in reality intrinsically
worth a little more, relatively to the ten-rupee gold coin of India.

The matter was before the Committee in this shape, viz., thatif aeoin
containing 120 grains of gold ‘of standard fineness be worth R 10, a coin
oontaining 123:274,of the same fineness ought, by the rule of proportion, to be
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S
worth #10-4-4:383; but, toavoid complex calculations, and beeause it” would
be more desirable to leave the functions of the currency to the Indian coin
alone, should the small difference in the exact rating of the foreign sovereign
ultimately drive it out of the circulation of India, the Committee did not

- deem it necessary to observe striet seientific rating, I may also add that the
~ very. slight undervaluing of the English sovereign will not interfere with ita
imporéation, as the difference is more than counterbalanced by the seignorage
to which gold bullion is subjected under our mint regulations, while the
mintage in England ie free, el
The objections of these gentlemen were dirocted against the proposed
coinage for India, in the hope that Tndia might be induced to fall in with the
proposed scheme of an international coinage; for, says Mr. Hendricks —
“Portunately for the prospects of an international coinage for India it may be

oconsidered, in conjunction with the proposal of Mr. Lowe, to reduce the British sovereign
to the extent of 087843 per cent., in order to make it identical with 25 francs of gold.”

1t would be a mere waste of time to enter on such a mare magnum as the
advantages or disadvantages of an international coinage. No doubt, if all the
nations of the globe were in a position to commence life anew, they would
be at liberty, and might arrange, to mould their currenoy in such a fashion as
to establish a uniform standard of value. :

It will, however, ‘be more profitable to deal with factsas we find them
and turn them to the benefit'of India if we can. I have alveady adverted to
the fact of Mr, Lowe’s proposal having been abandoned ; and I shall now point
out that the question of an European international coinage, instead of being
nearer solution, has been practically removed further away by the recent action
of Germany.

As illustrative of the latent danger to India in relying on help from
extraneous sources, I quote the points for diseussion submitted to the Royal
Cominission on International Coinage aund signed by Liord Halifax,

Buggestions of points for discussion by the Ropal Commissioners on Inters
| national Coinage.

“ In order to establish githerems

¢ J.—A common international coinage, or, if that should be
impossible,~— '

“11,— That, at any rate, one or more coins of universally recognized
fineness and weight, should be struck in different countries,
forming part of the currency of each country, and being a

legal tender and common standard measure of value, in such
countries,
¢ Tt must be determined—-

¢« 1, Of what metal such coin should be made,

¢ 2. What proportion of alloy it should contain,

“38, What weight and dimensions should be assigned to any such
coin or coing, A

“ 4, What security could be afforded that the actual value of the coin
struck 1in each country should always correspond with their
denominational value, )

5, What deficiency in weight should exclude a coin from gircula=
tion.. :



o

Q. '

“6. What authority it is neeessary to establish in each coantry for .

withdrawing light eoins from eireulation.

“ 7, Whether any limit should be imposed on the amount of such
coins to be struck in each country.

“8; Whether it would be necessary that in each country some one
coin should be struck édentic (sic) in fineness, weight, and
dimensions, and, if so, what coin weuld be the best common
coin to adopt for the principal nations of Europe and
America, regard being E
-the different countries,

“9. Whether any and what mintage or charge for the manufacture

of the coin should be taken.

“10. Whether any and what regulations as to the subsidiary coins

in each country are necessary, .
“If the ahove questions can be.answered satistactorily, it will remain to
consider witlh rveference to this country— 1
“1, What change would be necessary in our existing coins.
2. What effect such change would have—
“a. On the public revenne : :
“%. On existing contracts and engagements, publie and
private; 4 :
“ ¢, On current commercial transactions: = :
“d. On the ordinary operations of trade and interchange of
commodities :
“e. On the general convenience of the public, :
8. In what time a change of the existing standard coin could be
: effected, b
“4. The cost of such change if no mintage is-charged.
“b. What provisions should be made as to the existing coins during
: the change, :
‘ Finally, whether the advantage of a common international coin over-
balances the inconvenience of the change.”
HALIFAX,

It is enough, for my present purpose, to state that the conclusions of the
Royal Commission are deud against the proposal to reduce the value of the
pound sterling to 25-franes, on the ground, mainly that it would disturb all

,existing obligations,  and cause many and serious difficulties detailed in their
roport, and shadowed forth in the note bearing the signature'of Liord Halifax,

That the course followed by Germany in having a coin suited to her own
wants, usages, and necessities is the safest and most practical course, I will
endeavour to prove in as few words as possible. Germany, under a silver
standard of value now in process of being changed, has the three following
principal coins in circulation, iz, & .

The Prussian Thaler 3 . « valued @ 2s. 11d. in sterling.

The Gulden . . ‘ ° . PR L o

The Nassan Gulden . . . S el R o
The new gold coins proposed, and being struck now, are——

20-Mark piece (gold) . . valne 19 7d. in sterling

and equal to 6% Thalers,
1=-Mark piece (silver) - . : value 1134,
and egual to § Thaler. _
It does not strike one, at first sight, why the ratio of the 20-mark piece
to the Thaler had not, under the new arrangement, been made less complex;

ad vo the coins already existing in
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but: a8 T am not in possession of the reasons which induced the adoption of
this (.})_artiou!'ar proportion, it is probably the best that existing eircumstances

gould admit of, and carried out with the view of changing at an early period
the unit of value from Thaler to Mark. :

. 'The German Grovernment hdve thus acted witheat reference to the rela~
 tive weight of the sovereign, 20 franc piece, or nny other foreign coin what-

evers i : B o
I give the illustration as being the latest, and one that falls under our
own observation. :

But suppose youn were to listen to the theories of those philosophers, who

‘80 strongly ingist on the adoption of an international scheme as the only one

suited to India, I have had the following ealeulations worked out, and heve is’

. the result, Suppose (the 25-francs scheme being abandoned) India were to
- assimilate her gold coin of 120 graing to the English sovereign of 123:274,
_ which has been valued, as already explained, at R10-4, and suppose we go

farther and adopt another of the current theories, véz., a decimal system of"

eoinage, the existing rupee of 180 grains would require to he increaged in
weight to 184'6 grains, so that it may represent the one-tenth part of the
govereign, and, in order to complete the whole proeess, the copper token, whioh
now denotes onessixty-fourth part of the rupee, would have to be so altered as
to répresent ong-hundredth of the new rapee. Nothing apparently is more
simple than to have in this way both an international coinage and the decimal

system ; for have we nof thereby a gold eoin corresponding in every *respeot

. to the English sovereign and a silver rupee representing the one-tenth part of

the sovereign, and the copper token the one-hundredth part of the rupee ?
But, as a matter for practical working (apart from all othex objections),
et us take the two following examples :

I.=~A maund of gram, under the existing currency, sells at R2-2, how

. much will the buyer have to pay with the proposed new rupee ?

. IL—You have to pay a balance of wages to your servant of R7-9.6,
- what sumn measured in the new rupee is he entitled to ? -

They way serve as arvithmetical puzzles for the amusement of an expert
accountant; and, even, in time, probably, the public might find out that, ae
the value of the rupee has been increased by one-tortieth part, so has itg purs
chaging power increased in proportion: and that, to pay for the gram in the
new ooin, one must deduct a one-forty-first part of 2 new rupees and a one-
forty-first part of 12:5 cents, the latter being equal to the two annas, T write
all this with a full knowledge of my second letter of 9th May 1868, wherein
I advert to the process of converting the Sicca into the Company’s rupee,
to which T would respectfully refer you, I would only veunture to repeat that,
as I stated in my fivst letter of 9th May 1868, ““ any alteration in the standard

of value, I do not mean from one measure of value to another, e.g,, from silver

to gold or gdld to silver, but a lowering or raising ifs established wvalue in
relation to other commodities, is calculated to throw everything into confu-
sion, I think the experiment would be a dangerous one; and I have astrong
feeling about leaving alone the present measure of value, #¢5., the rupee,
There is no necessity for disturbing it, and any attempt to tamper with it
would, In my judgment, be very hdzardous. On every consideration it
appears more desirable to rate the Eunglish and  Australian sovereigns at
ill(_)-é, _an(;'to c?in new govereigns or gold pieces for India containine 120
graing, which will be an exact multiple of our present rupee, Thus yg?u will
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leave your present meagure of value untouched, you will admit the English
sovervign of 128274 pari passu with the Indian one of 120 grains, you have,
besides, your Mohur of 180 grains, your half sovereign, and your half rupees.”

1 would not venturs to re-call to your mind these sentences, were it no
that T know yon have a strong desire to give India the benefit of a gold
currency, and because I believe thati, if successfully carried out, a great ques-
tion will have been finally settled during your administratiod of the finances,
At any rate, my very humble views as to the real praefical mode of dealing
with such an important question have roceived a strong confirmation (1) by
the rejection, by the first anthorities alive, of the proposal for altering the

“yalue ‘of the English sovereign, and (2) by the adoption by Germany of a gold
coin of her own, unlike that of her neighbours,

One other aspeet of this important matter I venture to submit for your
consideration, It is an admitted faet thaty in the mutual intercourse between
two countries, the one having a gold and the other a silver currency, more
frequent and wider oscillations in the rate of exchange do occur than between
countries where the currenoy is alike in both. Take the case of England,
with a gold eurrency, having a claima upon India where silver only is current,
India must either pay in silver, which has no determined value in England,
oxcept as an article of merchandise liable to the fluctuations of the English
market, or India must pay her debt in gold, of which she hag but a scanty
supply, and for which, therefore, she will most likely have to pay a high

remium, The same eonsiderations will apply in the reverse case, Either
way the rate of exchange will be governed with a due regard to the cost of
remittance, and the probable loss on specie shipments. Tooking to the present
magnitude of Kngland’s special claims against India, and the prospective :
increase thereto by reason of large additional loans being needed for railway
extension and irrigation purposes, the interest on which will fall to be added
to the already overgrown amount of the Secretary of State’s yearly drawings
on the Indian treasuvies, T have no hesitation in saying that, under the opera=
tion of the proposal submitted for adoption, India will, at least, possess a
powerful corrective of the vate of exchange ruling in the London market,
even should the Seoretary of State withhold his sanction to making gold legal
tender in India.

T might enlarge on the importaunce of the question from this point of
view to the finances of India, but I will not weary you. It is clear to me
that the equilibrium between the reveuue and expenditure of India is closely
bound up in the rate of exchange between England and tidia. It is a fallacy
to suppose that by raising a loan in England at a fixed rate, say 6 per cent.,
India pays an annunity on the amount at that rate only and no more, 8o long .
ag the interest is payable in sterling 1n London, and the Secretary of State has
to sell his bills payable in rupees, which he can _se.ldom do without loss, the

- yate of interest, so far as the revenues of India ave con_cerued, ig much over
5 per cent, TIf the present system is to be continued during the progress of
the works and until they become productive, the revenues must bear not only
the loss of interest, but also the loss in exchange, hitherto expressed af 1ls.
104. per rupee in confracts between Railway Companies and the Secretary of
State.

Tn conclusion, 1 presume to say thabitisa sound maxim for the states-
man, as well as the man of business, not o embark in any scheme from which
o oreditable mode of escape does mot exist, in the event of a ‘complete or
partial failure, Should.the Secretary of State, while the experiment is being
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made for encouraging the importation of gold into India, decline to sanction
its being declared legal tender, then you can request him to hold his hand for
a time, send him a remittance in gold which I have shown to be worth 1z
113d. per rupee at the mint of England. TRRL
On the other hand, should your action be successful, and should you there=
by obtain a sufficiency of gold to initiate the proposed change, with the

arise from an excessive accumulation of gold in the Currency Department, and
the Government Tressuries, will at once be removed.

My remarks on the contemplated issue of a G-rupee legal tonder note &
reserve in the meantime,

full sanction of the Secretary of State, then any danger which may possibly .

.
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XXTII-C.

SecoNp MiNvuTE oN THE INDIAN Goip CurRENCY BY GRORGE Dicksow, -
-Esq., Sporprany anp TrEAsurER, BANK or BENGAL,—DATED 7TH
Frpruary 1872 '

Since I wrote the minute of 15th January, the Financial Secretary has
been good enough to place in my hands the official minutes of the Council of
India, bearing date the 30th January 1869, Mr, Chapmauv bas, at the same
time, asked me to consider carefully the objections raised. by the Honourable
John Strachey as to the soundness of the conclusions arvived at by the majority®
of the Couneil. .

Lt I now attempt to do so in & spirit of fairness, I hopa it will be clearly
understood that I venture to give expression to opinions in aid of those who
are much more competent to deal with the subject than I am, solely with a
view to the solution of a very difficult and important subject. 1 must, how-
ever, confess that I have been much. impressed with the foree and ability dis-
played in Mr. Strachey’s paper. Though his reasoning has failed to produce
conviction in my mind, that the measures adopted by the majority of the
Council were in the least ill-advised, I agree with ‘him, in principle, when
be says that it would be extreme infatuation for Governmeut to adopt any
measure which deliberately aims at the contraction of that portion of the oir-
culating medium which ig most required for the purposes of the commerce of
the country. Being fully convinced, however, of the soundness of the views
expressed on the other side by His Excellency Lord Sandhurst and yourself,
1 shall, with much deference, endeavonr te prove that fundamental errors
underlie the whole of My. Strachey’s argument, [t may, perhaps, be mora
convenient to state, in this place, that I concur in the opinions expressed by
Lord Sandhurst and My. Strachey regarding the proposals of the Mint
M asters, B

Without referring at any great len gth to the varions reasons adduced by
Mcr. Strachey in support of his objection to* the rating of the English and
Aastralian sovereign at #10.4, I take up the main argurnents only, to which,
in fact, all the others are reduciblo— :

. L=That the rating will not attract sovereigns to the treasuries, be=
. cause R10-4 is below the average market price.

I1.—That if, notwithstanding this low, rating, sovereigng do come into
- the ftreasaries in large amounts, they wi'l not pass into eircula-
tion with silver eoius, because the relative values of agold and
silver, as fixed by the Indian Act of 1835, and to whioh
valuation the Notification of 28th October 1868 clogely adberes,
differ, in their respective proportions, from the relative values
of the same metals which have prevailed in the markets of

Europe. ;

At firgt sight, the experience of the few years which we have had sinee
Mz. Strachey’s minute was penned, would seem to confirm the ¢onelusion af
which he has arrived, viz., that the sovereign bas a higher value in the Indian
market than R10-4 ; for it is perfectly true that the average market price has
been 1110.8. But, bearing in mind the fact that gold has no legal currency
in this country, T affirm that the market price is no sound or true criterion of

*
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firgt principles. Much of the confusion that envelopes the question, and has
Jed many anthorities into error, is, I think, clearly traceable to a non-appreci=
ation of the very point raised in Mr, Strachey’s paper. '

It 1s singular enopngh that although Mr. 8trachey supports bis own con-
elusiona upon the anthority of Mr, Arbuthuot, yet the very pasiage guoted by

«r.

ite ultimate value. In discussin » this important point, _w:a. mast go back to

him from the Minute of the latter, goes, likewise, to prove what I have here

advanced. I quote Mr. Arbuthnot :—* 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 aun extent, and gometimes for a prolonged period of time
exceeding that which applies to other commodities * -
'* 1 might cite many authorities in support of the general soundness of
My, Arbuthnot’s argument; but I will content myself by quoting the follow-
ing from Tooke on Prices, page 13, Volume I :=¢ All that can be said, there-
fore, in genexal terms, is that a deficienicy of supply is commonly attended in
the case of corn more than in that of most other articles with an advance in
price very much beyond the degree of the deficiency. The process by which
the rise beyond the proportion of defect takes place 18 the struggle of every
one to get his shere, of which thiere is not, evough or so much as ngual for all.”
- Again page 17, “while the faot, indeed, and vhe reason of the fact, that, as
relates to commodities geverally, and to eorn more especially, a deficiency of
quangity produces a great, relative advance in price,.hag been repeatedly noticed,
and variously illnstrated by several writers, the converse of the proposition,
wiz., that an excess of quantity operates in depressing the prices of commodi-
ties, generally, but of corn more especially,.in o ratio much beyond the degree
of that excess, was little noticed until the ryorb of 1871, ¢

Lastly, as bearing strictly on my argument, I quote (page 204)—" Silyer

is as readily obtained and sent to this counfry (Bngland), if fhe exchange
answers, a8 gold. There is always a market for silver in this country for any
quantity, and the utmost variation in the market price is very trifling ; bat
' for this variation, trifling as it is, the merehant shipping 1t obtains a coires
sponding abatement in the price.”

The goundness of the principle first adverted to—supply and demand

againgt the market price —being beyond dispute, it is abundantly clear that
the present high market price of sovereigns is due to the supply being un=
equal to the demand during a period of exclusively low 1ates of exchange,
Let, however, the supply be equal to the demand, and the market price of the
sovereign will soon fall to its ultimate value. As illustrative of the fact that
the rate®of exchange is intimately bound up in the question, T recall to your
memory the fact that, in 1864, a high rate of exehange bronght us an over-
supply of gold, and the market price of the sovereign fell to R10; and that
& deficient supply in 1870 aud 1871, with low exchanges, caused the price of
the sovereign to touch B10-12, These fluctuations in the market price, arising
from extraneous causes, are, therefore, not a safe guide for determining
the ultimate value of gold ‘mesasured insilver. His Excellency Lord Sandburst
‘most foraibly shows that, by follewing the market price, the Government of
India made the mistake, in 1864, of issuing a notification which soon hecame
a dead letter. : :

1t may perhaps be asked what are the causes which operate against the
supply of goid being equal to the demand, seeing that the high prices recently
obtained in the market are apparently remunerative ? 1 would reply that, as
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| old hag no place in the currency, not being legal ténder, any demands which

@,

may arse for it are beyond the reach of accurate caleulation as to their range ;.

and the fear of an over-supply and consequent fall in the maiket price deters
importers from operating largely, 1In short, unless the question can be solved
on surer grounds, discussion will, T fear, land us in as great a maze as opposing
views on the subject of free will or predestination are apt to do,

I come now to the second and more important point already adverted to
and put by Mr. Strachey, thus :—The real question is, whether the rating of
the value of gold and silver, under Act X VIL of 1835, is u proper rating to
accept for a new Indian gold coinage which should have a reasonable prospect
of remaining current”’ 1 would follow the reasoning of Lord Sandhurst in
reply, and, to my mind, it meets most effectunlly the points raised by

Mr, Strachey. If I now attempt to put forward similar viewsin my own way,

and from my own point of view, I may perhaps help to throwadditional hght
on the subject. : ; :

When treating of the precious' ‘metals as articles of merchandize, it is

necessary to bear in mind $hat their importation is not wholly determined by
considerations of profit and loss, The importation of gold or silver is resorted

to, chiefly, in discharge of obligations which one counfry owes to another, .

when Biils of Exchange are not available for the same purpese, or when the
remium demanded on such bills isin excess of the charges on specie shipments,
This being s0, it follows that the same considerations which wounld lead the
British merchant or bauker, who has a debt to remit to India, to prefer specie
to Bills of Exchange, would also induce him to give the preference to goid or
silver just as the one or the other appears to him to be the cheaper remittance,
Before applying this principle to actual facts, I notice that Mr, Strachey

(§ 12), when distussing the relative value of gold and silver under Aet XVII
- of 1885, quotes, with perfect accuracy, the appendix to the Blue Block issued
by the Indian Commisgion of 1867, and he fairly points to the fact that the
rice of silver in London, in the early part of 1864, was 5s. 24d,, and, a few
months before the submission of the report in 1867, it stood at bs, 244, ; he

then adds=

“ If these had been the prices which have commonly prevailed, the conelusion stated in
the passage which I have quoted from the late despateh to the Seoretal’% of State would have
been fhlly justified; but, unforbunately, these high prices of silver have been altogether

oxcoptional.”

He afterwards goes on to shew that the average price of silver had been only

45, 11424, for 25 years, and the average value of gold to silver 1 to 15604,
and, for a further period from 1844 to 1865, the average price of silver was
bs. 03d., and the value of gold to silver 1 to 15368, but that since July 1866
to the date of his minute the price had aever gone above bs. 14, This again
is followed by a table of reference furnished by the Financial Department,
shewing the relative proportions of gold and silver at various fluctuating rates.

I must here admit that, if any error oceurs in the tabular statements of
the appendix to the Report of the Indian Committee, the blame chiefly rests
with me, as I was at no little trouble to aid in their compilation from Parlia.
mentary and Mint Returns, as well as other available sources, and, among
others, from Mr. Tooke and the Bankers” Magazine, It comes, after all, to
this, that the best sources of information vary in their results when averages
are oast, 1 have, however, at present the advantage of. writing at a date

considerably later than when My, Strachey wrote, and T quote from the

-3
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.:.,-ﬁpﬁhn;!ig.fo the Blue Book of the Royal Commission® on International Coin-
. _‘__a_.g'_'e'-ﬁh_e annexed table i— _ .

\ Statement shewing the price of Silver in London in the yoays 1856 to 165,
MBI A RS R _ Burrion Orrics,

Bask ov Enarasp;

! Vi L ! : July 1868,
Price or Sruver pek Ounos STANDARD,
el TR ' Lowest, I Highest,
AR AT R ST T a0 893
1857 . ) - .p (] L] . L] 61% ﬁﬁ'g‘
SRR e T LT eyt el 1k 61%
i e R e e 623
186{) " L ] L] [] " L] a " 61% Bz%
R IO ST L L T O 613
1862 Y “ [ [ . L ] ° 61 ‘32&
JERE e SR A e 613
: 1864 » " - ® - . » - 61 62 }
; 1865 . " ] (] - » o ° 60'} ‘ @l
. BOPL 6204

: ' Average mediam price 6144, -

I I quoteit at length to shew the danger of relying on averages as a sole
' ‘guide ; for it clearly appears that, in every year between 1856 and 1865, the
pries of silver per ounce standard in London exceeded 5s. 134, and that the
. average medium price was actually bs, 134, giving the relative value of gold
" and silver as 1 to 15'34. Mr, Strachey unguestionably shews, by taking the.
uobation in London at 58, 084., that the actual relative value of gold and
silver in Lohdon is 1 to 15:62, while, under the Indian Act, it is only 1 to 15,
and that, according to the actual rate in London, R10 are equivalent
10 10876 grains of gold, whereas according to the Act they are equivalent to
110 grains; and finally thaf, according to the market rate, a sovereign is
® worth in London the quantity of silver contained in B10-10-1; but according
to the Act it iz worth B10-4-4, 'I respeatfully sabmit, however, that the

argument being unsound in its inception, the superstructure raised on it -

‘crnmbles to pieces, as I shall endeavour to shew hereafter, :

What I have ventured to adduce against Mr. Strachey’s argument, and
his ealeulations based on the prevailing price of silver at the date of his
minute, is foreibly confirmed by Liord Sandhurst in pages 92 and 93 of his
minute. -

Reverting, however, to the subject of the precious metals as articles of
merehandize, I would desire to refer to facts occurring under our own eyes.

The present dearness of money has caused a rise in exchange, and specie

~ remittances have coneequently become more profitable than bills, The latest
quotation for bar silver in London being bs, 1d. per ounce, let us see what

~ rate of exchange it gives when coined iuto rupees in India, ‘ :
. Former estimates give the charge of laying down silver in India at 8
per cent.; but, as more active competition, and the opening of the Suez 3
Canal, have caused considerable reductions in both freight and insorance, the
present rate may safely be taken at 1.} per cent. only (sec afterwards as to cost
of sending gold), ' :

0



The actual result is as follofvs Co

/ £ s ld
Cost of an ounce of silver » | o .00 o (07 B,
Kreight, insurance, brokerage, and packing charges « 0 0 0F
Loss of interast during process of coinage, say, 10 days R

at 6 per oent. . . o . i .

Total cost 0,8 12126

. ! ﬂ @ Pl
Outturn of an ounce of standard silver rontaining 444 graing .
fine into rupess containing 165 graine fine AR e o T
~ Less seignorage at 2 per cents o P . . Gy R 3 1

_ Net onttorn =, 2 10 1
I other worde, £0-5-1%-125 being equal to R2-10-1, the rate of exchange
- per rupee is 284104, Tt follows, thercfore, that when the ezchange on India
is above 2314, per rupee, and the price of silver in London is b 14, per
ounce, a remittance in silver is more profitable than bills, Mr. Strachey’s
exawple and illustration of silver at §s. 044, is entitled to equal weight with
my own ; but, after all, it only comes to what I have said over and over
‘again, that the relative values of the two metals, notwithstanding periodical
fluctuations, do very soon adjust themselves to each other. ol i
But, to follow ont my argument, lot us see the result if, instead of silver,

sovereigus were remitted to India, and which the Indian Committee have
rated at Bl0adew : _

£ e d.
" Value of 10 goveroigns v . ‘ o " Pl 1o i T
Treight, insurance, and packing charges, say, to be safe,

'Z‘,PBI' cent. . " . . . . » » . 01 0

IV, Bi=1go far modify former cetivate, beoanse in tho enza of #overeigng there
is a saving of brokerage, as woll as of the loeg of {nterest ivourved in

¥ LU LA LA e,

tho case of silver during the procsss of ninting, apart from the saviog 105 L 8 "

on shipping and landing ¢harges ag, compared with the more bulky
Ailver romittance of an equi vaﬂ%nt. amount, K

st b e,

£ : A s j £ a. p
Valne of 10 sovereigns in rupecs at the rate of R10-4 «102 8 0

showing the raté of exchange to be 284'4d, per rupee. : :

Such is the nicety of caloulation which guides the importer, that at the
moment I write, we find both gold and silver coming into our markets ; for, in
comparing the rate of exchange on a remittance of silver bonght in London at
bs. 1d. per ounce and coined into rupees in India, with the rate on a remit.
tance of sovereigns valued at R10-4 per £ sterling, we find only . three-tenths

of a farthing in favouy of silver—a difforence too minute to affect he infpor=
tation of the ready-coined sovereign. :

I trust I have shown sufficient grounds for establishing the fact, that the
rating of the sovereign at B10-4 is a sound and scientific rating, when the
fact is kept in view that the price of silver per ounce standard in the London
market, from 1856 to 1865, a period of 10 years, never fell, at the highest

»point, below 5s. 1§2., and sometimes touched 5s. 244, bs. 244, and bs, 2id.
and that the average medium price during that period was 5, 144,
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. The rating at B10-4 is, moreover, in gtrict conformity with the provi-
_sions of Act X VII of 1835, which declared the relative values of the gold
mohur containing 165 grains of fine gold, and the rupee confaining 165
oraing of fine silver to be as 15 to 1, M. Strachey argues that the English
and Australian sovereigns proposed to be issned under the authority of Aet
X VII of 18856 will not remain in circulation, beeause the relative values of
gold and silver bave not been fixed in the proportions commonly obtaining in
the West, Mr. Strachey, however, has not given or shown what that propot-
tion is, and 1 may say that, had he attempted to do so, he would have found it
no easy matter, for this reason : In London, where gold has a fired valug, and
silver a marketable price, the relative value of the former to the latter will be
 less or more just as the price of silver happens to rise or fall. The various
tabulated statements clearly bear out my argument, and I have only to illus-

trate it by a very short example, thus ;—

When the price of an ounce of silver in London ig bs. 3d,, the relative
proportion of an’ounce of gold to an ounce of silver is 1496 tio 1; but when ¢
the prico is only 5s., the relative proportion is 1571 to 1. '

The same rule will hold good in all countries where gold has a legal value
and silver the price of an article of merchandize only. But is the currency of
India and the conditions under whick she obtains her coined maoney soanalogous

" to those of England that, as a rule, the relative value of gold and silver in the
former should be-determined by the relative value of gold and silver in the
latter? England, we all know, has a gold currency, and the FEnglish public
obtains the sovereign free of mintage, India has a silver currency, and the

~ Indian public obtains the rupee at a charge of 2 per cent,, and then only after
a delay of (say) 7 to 10 days,

I may be permitted to mention here that; as a matter of fact, India
obtained more silver of late years from China and elsewhere than from
England, 1 do nob, however, mean to enforce this as a reason against the
London. price alone being followed in determining the relative values of gold
and silver. But to resume my argument, I am prepared to admit that an
ounce of gold, £3-17-104, and an-ounce of silver bought at, say, the average

- medium rate of 5s. 13d. already quoted, and both laid down in India, ought
to bear the same relative values as at the port of embarkation, because “the
cost of transmission will be nearly the same in either case, though, as already
shown, the charges for silver are somewhat higher. But at this point, our
divergence begine., For, when one of the two metals is manuofactured into
coins, or when both are manufactured into coins, they do nof continue to
-retain the same relative valwe. In the former case the value of the metal
manufactured is inoreased by the cost of manufacture, and by its sssuwing
the character of money, In the Iatter case, the silver coin is velatively more
valuable than the gold coin, by reason of the additional seignorage, and thie
copn_p_arativaly greater time consumed in its manufacture.  Upon the same
prineiple a piece of silver containing 165 grains fine, has nof the same pur-
chasing power as the rupee, simply because new elements of value have been
imparted to the latter, 3

1t is perfectly true, as stated by Mr. Strachey, that the relative values
of gold and silver in London, when the latter sells bs, 14, per onnce standard
are as 1645 to 1. But, on the same bagis, and by parity of reasoning, it i;
equelly true that the relative values of the 15-rupee gold mohur, which eons
tains 165 grains of fine gold, and the silver eoin, which contains 165 grains
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