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India, and in the cnrrency of India. | Rl Al R R
. 26. With such facts befors them, the Government of India apprehend
that if loans be no longer raised in England, the excess of the export over the
import trade of India will not more than suffice to meet the obligations
arising from the Secrotary of State’s demands and those of private remitters ;
and there consequently appears no reason to expect that India (as the
Chamber anticipate) will be flooded with depreciated silver. j -
~27. On a review of all that has been advanced, the Governor General in
Couneil, while deeply sympathising with the losses of individuals, and the
. disturbance of trade caused by the fall in the exchange value of the Indian
currency, i8 still unable to recognise any of the proposals which have been
put forth as caleulated to alford relief without inflicting on the country losses
greater than those under which 1t at present labours. Nevertheless, the
anxions solicitude of the Government of India will continue to be directed  to
. the subject, and to the consideration of any suggestions designed to
ameliorate the existing evil, A '
28. The investigations prosecuted np to the present moment, have led
the Government to the following eonclugions s~ it :
1sf.—~That the divergence of the values of gold and silver is not neges=
sarily attributable only to a diminution in the value of silver ;
that there are strong reasons for believing that gold may have
increased, as well as that silver haw decreased, in value ; and that
this consideration must have an important bearing on the
| action of Government, in reference to the present disorder. =
Rudly~That, althongh it is most desirable in the interests of trade,
that the standard of wvalue in India should be the same as the
standard of value in the chief countries with which Tudia
interchanges commoditics, yet trade will not be permanently
injured by a fall in the value of the rupee measured in gold,
provided only that a fresh stable equilibrium of the preeious
metals be attained, : :
3rdly~That, up to the present moment, there is no sufficient ground
s for interfering with the standard of value. - j
29, The Governor General in Council has, consequently, by the Resolution
No. 1967, dated 8lst July 1878, and now read again, already taken other
steps for endeavouring to bring the revenue and expenditure of the current year
into equilibrium, Nothing has oceurred, gince the issue of that Resolution,
materially to lessen the apprehensions, or alter the opinions, therein expressed
by His Excellency in Council. . : g e
30. Meanwhile, it is important that the Government should continue to
use the resources at the disposal of the State for the development of the trade
and productions of India. The Governor General in Couneil does nof, there-
fore, intend to discontinue borrowing, for the construction of public works the
remunerative character of which is thoroughly established, as much money as
can be judiciously expended on them ; provided always that money can be
~ raiged for the purpose on advantageous terms in the country itself. There
are, in the judgment of the Governor General in Council, grave objections to
any present increase of the liabilities of India fixed in gold,"
31. The suggestion in the memorial from the Caleutta Trades Asso.
ciation, as to the purchase of stores for Government use in India, vather than
in England, has already received, and will continue to receive, the attention of

${ate', fd‘f_'{fhe prdseéution of .Ex'tr.a_'afdinary.. Wb:ks; it must'. be _bofi'_'oﬁédh--iﬁ.:" it [



mination of this question,
apprehension. manifested in the lefter from the Chamber of Commerce, dated

rent year under the ad)uatmg hea.d loss by Trchange, was covered by the
estimated Revenue of the year; eredit was not taken for any borrowed money
ag if it were revenue : nor will the excess amount, borrowed during the year by

Expenditare of the year.

Commeroe and the Calcutta Trades Assocmtaon, and to the Bombay and
Madraa Chn.mbers of Commerce ;

| that copy be sent to each Department of the Glovernment of India, and
i\ ,aach Local Government and Administration ;

i and tha.t it be. pubhfshed in a Gazetle qf" India Bxtraordinary,

"overnment' b{}th in, Englaud and in India. But whatever the condltmn il

he exehanges, there are various other circumstances which must, in the
nion of the Government of India, be taken into consideration in the detm'-v' AU
82, In conclusion, the Government desires to correct an important mw-,:

2nd June 1876. The 12,88,20,000 provided in the estimates of the cur-._-'“.'i

the Secretary of State, be treated ag Revenue, or aet ag&mst the ordinary

Quorrep, that this Resﬁ]utlon be eommunma.ted to the Bengal Chamber of
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In eontinnation of our despatch No, 263, dated 31st July 1876, and with
veference to the 71st paragraph of Your Lovdship’s review of our estimates
for 187516, No, 305, dated 10th August 1876, and to the telegraphic corre«
spondence of which we append ceopy, we have the honour to invite the attens
tion of Your Lordship in Couneil to our Resolution published in the Gazetie
of India Fetraordinary, dated the 22nd September 1876, upon the subject of
the consequences to British India of the present depreciation of silver in rela-
tion to gold, - ' :

2 While it seemed to us that the people of India were entitled to know
the results of our deliberations upon a subject of such vital importanee to
them, eo far ag these wesults conld be conveniently made known, we were
restrained by obvious considerations from publishing our views and expectations
without much eaution and reserve, But difficult and complex as are the
questions demanding onr attention in consequence of the disturbance of what
had, for go long a time, been the normal equilibrium of the precions metals, and
diffident, as we cannot but be, of the soundness and permanence of our conelu-
gions, we feel it our duty, in addressing Her Majesty’s Government, to discuss
the subject with freedom, and to communicate to Your Lordship our present
convictions and suggestions, undeterved by the apprehension that they may
be modified by the course of events. .

3. We have pointed out in our Resolution that the present divergence
of the values of gold and silver may be caused cither by a relative increase
in the value of gold or a relative decrease in the value of silver, and indicated
our opivion that it is, in fact, probably due partly to one cause and partly to
the other, The effect upon onr finances, whatever the origin of the disorder,
is siich as to cause us grave anxiety, Judging from past experience, we
hope that if the rupee shonld prove to be permanently worth 1s, 8id.,
our existing revenues would be found, on an average, quite sufficient to
support our existing ordinary expenditure. But we could expect no material
margin to cover the many contingencies which the Government of so ex-
tensive an Empire must be prepared to meet, nor any surplus to reduse,
in years of peace and prosperity, our debt incurred in past times of war and
of seasonal calamity. :

4. Moreover, it is our established practice—a practice enjoined upon
us by Her Majesty’s Government, and which is indeed plainly dictated by
prudence~—to frame our estimates so cautiously as, in effect, to reserve for
unforescen eontingencies during the year some margin of revenue in excess
of the surplus shown by the estimates. Unless this policy be abandoned, our
aceounts will continue to be, as they have for some time been, and ag in our
judgment they ought to be, somewhat more favourable than the estimates,
In other words, if, with the exchange at 1s. 84d., we can expect only a bare
equilibrium of revenue and ordinary expenditure upon the accounts, we could
not (without changing the principles on which our estimates are framed) shew
the desired surplus upon the estimates, with a less favourable exchange, prob-
abiy, than 1s, 94, the rupee.

5. Should the value of the rupee fall permanently below 1s, 844., a con~
{ingency which cextainly at the present time cannot be regarded as impossible,
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. theh, in order o maintain fitianefal equilibriumt, it would hecome nécessaty

 for 'us to adopt measares either for raising the value of our standard, or for
vaducing onr ordinary espenditure or increasing our revenues. We caloulate

i poughly that for every 14. by which the sterling equivalent of a rupee may

- fall below 1s 844., we shall be compelled to improve by one crcre of rupees
the balance of our acecount exelading the extraovdinary expeuditurs,

6. Mo whatever extent the deécrease in the sterling value of the rupee ix
- eaused by an increase in the value of gold, there is a direct addition to the
burden of the liabilities of India to Great Britain, the main item of which is
_ the greab sut disbursed yearly; under fixed conditions, from our Home Trea-
sury. - An addition to the liabilities of Tndia arising from an inerease in the
value of gold, so fur as it affects the State, can be legitimately met only by an
equivalent impprovement of the account of revenue and ordinary expendituve,
¢.8., either by an increase in the revenne or a deGreade in the ordinary expend-
~ iture; theve is ho way of avoiding this necessity. To meet any obligation
thus caused by raising the value of our standard unit of value wotlld; we cone
ceive, be an especially vicious form of class-taxation; for the butden of it
(while virbually raising the dematid of Government on those who reap the
products of the soil) would fall exclusively upon the poor and indebted, the
rich and creditor olass bensfitting, like the State, at the expense of the rest.
We should consider this expedient quite inadmissible.

7. On the othér hand, to whatever extent the decrease in the sterling value
of the rupes may be due to a decrense in the value of silver, there is (apart
from the inctensed shiarge necessary to meet our obligations at Home in gold)
no real addition to the sum of thé liabilities of the country, ahd what is ealled
for ig a re-distribution of these liabilities, not involving, on the whole, any
_ inerease of taxation of, direetly, any décrease of expenditure. Such re-adjoste
ment could otly be made thoroughly by a restoration of the lost value of the
standard unit of value ; but this would Le a costly measare beseét with serions
obstacles and fraught with difficulties, the formidable chardcter of which must
not be underrated. )

8. We consider it certain that, if we shonld find it necessary to make any
change in our standard unit of value, it would be incumbent wupon ug sooner
or later, and more or less quickly, to eall in our old eurrency, and, directly or
indireetly at the publio expense, to.substitute a new currency representing the
new standard by real value, OQur present standard unit of value would; doubt-
less, immediately cease to exist, if we were simply to cease the manufacture of
coius of this standard ; and provided only that we did not annex conditions so
severe that they could not be profitably accepted, any new standard that we
might adopt would be established at once by the mere act of opening our mints
to the manufacture of coing of the new standard alone, upon fixed and unis
form conditions, QOur existing full-legal-tender coinage would, if we author-
ised the manufacture of no new full-legal-tender money, represent domestic-
ally a new standard, the value of which would be the monopoly value of the
existing stock of eoins, If we introduced a new and more valuable standard,
the existing eoins would represent domestieally the new standard, just as the
full-legal-tender silver coins of France, and her associates of the Latin Conven-
tion now represent domestically not thejr own independent value, but that
of the coins of equal nominal value in gold, which is, for the time being, the
sole monetary standard of those countries,

9. We are thus quite aware that our standard of value might be enbanced.
without any immediate change in the body of our curréncy; and that we



might, for a time, enjoy many of the advantages of a gold standard, withou
undergoing the expense of introducing a gold currency, But we wholly dis-
trast the advice and eonclusions of those who think that such a state of things .
could be folerated permanently, or even for any considerable length of time;
in other words, that we could introduce an enhanged standard, .and yet, inde~
finitely, escape the obligation to introduce an enhanced currency. o long as
the currency of a country is out of aceord with the standard, the country is
‘exposed to all the evils of an inconvertible paper currency : the value of ite
money abroad differs from ite domestio value, and the community is exposed
 'to the depredations of coiners and forgers, It ie not, we conceive, DecesEaTy

for us to multiply arguments on this point : bub we must record our deliber-

ate conviction that, although we could, hardly, under any cireumstances, hope
to effect an enhancement of our stendard of value, without being compelled to
endure, for a time, the evils inseparable from a purrency not traly represent-
ing the standard, it would be our imperative daty to adopt immediate and
definite measures to bring this state of things to an end, withiu a specified
time, by the introduetion of a sound currency, that is to say, of a currency
representing the standard by its own independent value, abroad as well ag
at home, - : _

10. The aost of an enhancement of the standard of value in any country
must depend (1) upon the mnature of the particular enhancement wade, and
(2) upon the volume of the currency to be supersedad. A mere addition to
the weight of the existing unit of value would enhanve its value without any
goncomitant depreciation of the material of the superseded currency, which
would rather gain in value by such a measare, For example, the weight of
fine silver in a rupee might be increased from 165 fio 1814 or 198 grains (4.¢.)
by 10 or 20 per cent., withoul any injury to the value of the silver in the
present rupees whieh it would be necessary then to call in ; on the contrary,
such o measure would be favourable to the value of silver in every form
incloding the silver in the disused rupees. But the substitution of gold for
silver could not but have an unfayourable effect upon the value of the rejected
metal in every form, inclading *the metal in the superseded ¢oin. Thus if
for 10 rupees containing 1,650 grains of five silver, we should substitute
& gold piece of 10 rupees containing H3:878 * grains of fine gold 1t I8
impossible to estimate the extent to which the value of silver, and, thaerefore,
of the superseded silver rupees, would be depressed.

11. The cost of any enhancement of the standard unit of value in &
country ig the difference between the value of the material of the new ocur~
rency plus the expense of its coinage (vot including seignorage) and that of
the material of the old enrrency which must be withdrawn, afterits demonetis-
ation: and, as already said, a mere addition to the weicht of the unit without
a chunge of its material would, probably, be much less costly than a change
. of the metal itself, But whichever method be adopted, the actual cost of the
measure mast be in proportion to the volume of the disused currency. Upon
this point, we observe that as 216 crores of rupees have been coined in India
sinee May 1835, and 166 crores since May 1850, there seems no room for
doubting, after all allowances are made for the thsn;.wpearance of our eoined
gilver through exportation, losses, or domestic conversion to other uses thaf the
volume of the existing silver currency of British India is lavge, and that the
expense of withdrawing it woald be great,

At this rate He. 1==1s. 9d. Sea infra; para. 16,
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e 12, We can hardly estimate the coined rupees mow in existence ab less
. than 200 crores, The coat of enhancing the value of this mass of coin by |
| adding to the fine silver in the rupea would depend of course upon fhe weight
_added’; an addition of 10 per cent. would cost 20 ocrores, an addition of
20 per cent. would cost 40 croves of rupees ; and there would be the further
" eost’ of coining the new rupees to ithe extent to which they might be
demanded. _ '
1118, The cost of substituting a gold currency for the existing 200 crores .
. of rupees would depends— _
(1) upon the weight of the now gold unit of value and the value of
. gold relatively to silver after the announcement of the
measure ; _
(2) upon the volume of the silver subsidiary or token carrency which
: would be necessary ;
| (8) upon the value of the rest of the silver in the present coinage
which must be called in after its demonetisation,

_ 'U':pon the first point it is important to observe (a) that no enhancement of
~ the standard unit of value is admisgible beyond the point necessary to regain

. avalne lately and suddenly lost; in other words, the Government might,

upon adequate occasion, be justified in taking measnres to restore fo the
'\ standard unit of value, value quite recently lost, or to prevent an anticipated
. loss of its value, but nothing more; (4) that it would be necessary to take

' into econsideration the effect upon the valne of the reformed standard unit of

 wvalue of meagure so adopted. 'The value of gold would be surely enhauced by
the substitution of gold for silver as the standard of value, and, so, as the

‘material for the legal tender coin of British India; in fixing the weight of the

. gold unit of value to be adopted, it would be necessary to bear in mind this

certain concomitant enhancement of the value of goid.

_ 14, To raise the standard of value of any country above its actual or
very recent value would be a breach of the public faith, Innumerable con-
tracts are made, day by day, u{)on the basis of the standard unit of value and

in the faith that no change will be made in the standard ; the parfies to such

~ contracts must aceept the risks of any natural and fortnitous changes in the
value of the standard of value ; but although the State might, upon sufficient

. cause shown, properly and with beuefit to all concerned, interfere to prevent,

by its own act, future violent changes in the valve of the standard, it could

no#, without injustice to numerous private interests, carry any such adjust-
 ment far backwards,

15. It is especially important to observe that the State would bave no

. right to change or enhance the standard nnit of value either for the benefit

of the public revenues, or of any class or classes of the community, however

influentiasl or valuable, or on any ground nther than that the relations of the
whole community were so disturbed by the alteration of the value of the
standard that the common weal required its re-adjustment.

{6. Bearing in mind these several considerations, and remembering the
consequences, affecting the value of gold, that must follow in other eountries
upon the introduction of a gold standard into British India, it sesms to us out
of the question to expect that it would, under any eircumstances now conceive
able, be proper for the Grovernment to adopt a gold standard unit based upon
the common popular assumption that the proper value of the rupee is one-
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tenth of a pound eterling j the bighest estimate of what might; now, be &
proper sterling value for a new gold standard unit of value i British Tudia
could hardly exceed ls. 94. Xor the present, however, it is only necessary to
remember that, inasmuch as the dountry must, eveuntually, bear the Joss
of the value of the called-in rupees as compared with that of the new standard
unit, the cogt of the measure would depend, in one aspect, direetly upon the
value fixed for this new unit, whatever it might be. -
17, The second element which must be caleulated before any estimate can
be made of the cost of substituting, in any country, a gold for & silver
ourrency, is the amonat of silver that would be 1equired for the subsidiary or
token silver currency, This amount caunot be ascertained by any general
rules, hut would depend upon the population, the wealth and the habits of
the country and upon the character of its eurrency. ‘Ihe nominal value of
the silver token currency of Great Britain (estimated population 53,000,000)
is supposed to be about £18,600,000, all coins below the half-sovereign being
tokens, In France (estimated population 86,000,000) token ¢oins to the
nominal value of only £0,167,218 in all were stinck from their first
introduction in 1564 to the end of 1875, but in France there are full-legal-
tender & franc pieces (=4s.), and the largest token coin 1s the 2-frane piece..
In Germany (estamated population 43,000,000), where the lowest full-legal-
tender piece is b-marks (say 5 shillings), silver token coins of the nominal
yalue of £14,148,554 had been struck to the 12th August 1876: the total
amount that Germany will require is still matter for conjecture, but the law
authorises the issue of 10-marks a head of the population, or, at present,
£21,500,000 in all, The Resolution of Congress, dated 24th July 1876,
fized the maximum nominal value of the entire subsidiary currency of the
United States of America (estimated population 42,000,000), where the
smallest full-legal-tender coin s the dollar (=#s.) at 50,000,000, or say
£10,000,000, Doubtless, however, the volume of the subsidiary coinage of
British India with its vast and poor population (¢stimatzd at 185,000,000), which
must in the greater part of the transactions of life make use of a material
loss costly than gold, would be large and, perhaps, for present purposes, we
may estimate it at 30 croves of rupees, ;
18. Ifso,upon the assumption already made, that there are now 200 croves
of legal-tender rupees in existence, the cost of the measure would be 170
crores of the new rupees less the value of the 52,646,40016, troy of
standard silver contained in the superseded rupees, and plus the expense of
manufacturing the new coins, To eomplete the calcunlation, it would be essen-
tial to estimate what the value of silver measared in gold would become, if
gold should be substituted for silver as the legal standard of value in British
1ndia; and this can only be subject for speculation. At 2s. 6d4.an oz, the
gtandard silver in 170 crores of rupees would be worth £78,969,600. Upon
the whole, it seems impossible to mention any sum under 100 erores of
mpees as the estimated cost of substituting gold for silver as the standard
. of value, and, ultimately, as the material of the full-legal-tender coinage of
British India: and, considering the wide-spread demonetisation of silver
that would probably ensue in other countries, the cost might, very likely,
be mueh more,
19. The question still remains for discussion, whether the cost of any
measure for changing the standard of value and the material of the full-
legal-tender coinage of British India should fall upon the public revenues



apon lis holders of the coinage. Regarded broadly as uffeoting the
| interests of the country as a whole, it is not of such importance, ag might ab
| fivst sight appear, how this question is deeided ; for, whether it be defrayed

i ﬁ‘ombhe public revenues or from the property of individuals, the loss must
Anevitably be borne by the country. But, in our present judgment, there

| ean be no doubt that if the standard of value and the currency are, for the
_ public weal, changad by an act of the Government, the entire cost of the
measure should, in justice, be borne by the State, and should not fall upown
' the individuals who happen o own the eurreney when it is called in. If the
_walue of the standard of value is reduced by some accident or some external
 pircumestances over which the Government can exevcise no control, there ie
‘no reason why the State sbould hold the possessors of coin harmless from
. the eonsequences 3 but it would be a breach of the public faith if the Govern.
 mont were, by its own act, to reduce the value of the existing currency
. without indemnifying the holders.
" 20, If our views ave so far gorrect, the case stands thus: There is much
| reason tio apprehend that, for the present, even if we were to change the
standard unit of value, and if there were no further national demonetisations
of silver, the rupee would be worth little move than 1s. &7 sterling, 1f
we had been obliged to estimate for the entire supply of the Home Treasury
this year at this rate, borrowing nothing in sterling money, there would
have been a deficit upon our estimates of B78,40,000; and this, although
our estimates were, in some respects, fuller than is customary. After s
careful exarnination of the condition and prospects of our existing sources
~ of revenue, we cannot anticipate any considerable or rapid improvement in
them, If therefore we arve to caleulate upon a future exchange of ls, 84.,
wa must either increase our revenue or decrease our ordinary expenditure by
at least half a orore of rupees u year, We fear that it is by no means an
excessively desponding foreoast, that if, eventually, measures for reforming
the standard should take the shape of an increase to the weight of the fine
~ silver in the rupes, they would not cost the State uvltimately less than
40 ecroves, and, if they should take the shape of a substitution of gold as the
standard of value, 100 orores of rupees, '

21, Briefly, upon a moderate view of the situation, we cannot estimate
at less than 51% crores of rupees the yearly improvement necessary in the
relation between our revenue and our ordinary expenditure, to enable us to
adopt gold as our standard of value and thus restore our currency to the com-
pletely eound condition attainable only by this measure. We might possibly,
in ease of need, effect a considerable improvement in the standard by adding
20 por cent. to the weight of fine silver contained in our unit if we had 247
~ eroves at our disposal annually in excess of our existing resources. The

sterline value of the rupee must fall to 1s. 64%d. (standard silver 47'024.
the 0z.) before our financial state could be as bad as it would be if we were
compelled to add 20 per cent. to the weight of fine silver in the rupee ; and
to 1s. 83, (standard silver 41'024. the 0z.) in oxder fo place us in the finan-

Croxes.| A Croves,
¥ Dofivit, apart from the reform of ¥ Defioit, apart from the reform of
the carrency « . » . - % the currency . ’ s « %
Intercst on 100 croros of rupees . O Interest on 40 crores of rupees . 2
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oinl condition in which we must expect to find ourgelves after introducing a
gold gtandard and a gold currenoy, \ e i fi

. 99, It may be well, bowever, o examine further the relative advantagos
of an nddition o the weight of fine silverin the rupee, and of a change to
a gold standard and currency. We have shewn that he former alternative,
the improvement of the silver standard unit of value, would probably be
much the cheaper : bub itsactual cost would be uncertain, and there would
be a want of finality about the measure that would make it, as a curreney or
monetary . device, vastly inferior to the adophion of a gold standard : indeed,
in the opinion of our honourable colleagne Sir William Muir, this is a romedy
which, under no probable contingency, the Government would be justified
in adopting.

28, The adoption of a gold standard would be a far more complete
vemedy ; ‘but it would be indefinitely costly, and it would have the grave
disadvantage of operating directly to raise the weight of our neb foreign
obligations, . The yearly disbarsements in England on behalf of our Govern-
moent alone cannot be estimated at less than 15 millions sterling, a large
pazt of the component items being more or less permanently fixeds The
menns for these disbursements are supplied, ultimately, by the export of
Indian commodities which are, divectly or indirectly, exchanged for gold.
Any rise in the valueof gold would necessitate a corres onding addition to
the quantity of commodities which must be sufpplied y India for this
purpese, and is therefore opposed to the interests of India.

24, Moreover, the condition of the aceount between India and the
external world is such that we canoot but regard any such increased demand
upon India with apprehension. In paragraphs 23--26 of our Resolution, we
have addueed reasons for thinking that, even in the past, if we had borrowed
no mouey, direetly or indirectly, from abroad, there would have been but
«mall balance in favour of India, upon the account between her and the
oxternal world, In the last quarter of a century, it appears that, but for
the sccidental enhancement of the value of our cotton exports, owing to the
American Civil War, there would have been no such balance at all, In
farther illuatration of these facts, we present & statement of the principal
details of the account between India and the external world for the ten years
ending the 31st March last, :

25, An abstract of these statishics may be thrown into the form of an

equation as follows :—
Tndia ond inland Asia trading through India, in account current with the worid
begond sea ; 1866 to 1876 (in crores of rupees).

Dr. - Cr,
Not importo of treasure .« AR L Value of exports in excess of ;
Net disbursements from the valne of imports, Commo=

Home Treasury of the Gov- dities other than treasure . = 199
ernment of India. . . IR N g Net amount borrowed by the
Balance, being the net resnlt of State, directly, in Eugland . 55

all other transactions, private
and publio, including the rupee
debt  indirectly  incurred
abroad . v " .

|

59
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=
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26. The ﬁvera%‘e annual disbursements of the Home Treasury, in future,
ca _\hafl‘idly‘-h_& ealoulnted at less than 13 millions sterling, besidos payments for
 stores,* heing, at 1y, 84. the rupee, 15} croves of rupees, If, therefore, there

. be mno fusther additions, direet or indireet, to our publie foreign debt, the

":"-"-';-=.avé'lrﬁ;-géfﬁcéOHnb of India with the external world, in the future, may be

- Andia and inland dsia troding though Indis, in account current with the

world beyond sea ; annual overage (in erores of yupees),

) N } : Cr,
. Net dishursements from the Excess value of exports, other
W '+ Homa Treasury . . o 15% thau treasure exported in
. Net settlemont of ofher transace settlement of the Aegount . 20
: . tions, public and private i Balance against India' 3 13
Towan ©. &' 21% Toraz ¢ 21%
e i

. %7, Itis assumed, in this equation, that the net yearly average amount
. of private remittances to Great Britain is 6 crores of rupees, which is the
average deduced from the foregoing decennial account. The amount has
‘bean estimated, on other grounds, at a considerably lower sum, iz, 44 crores;
. but supposing we were to take it as low as 5 crores, and the rate of exchanga
a8 high as ls. 94, the two sides of the equation would be vearly balanced :
in other words there would be no oxcess of obligations in favour of India, to
‘be met by payments in bullion. Tt is further assumed that the fall in the
sterling equivalent of a rupee to 1s. 84, is wholly due to the appreciation
of gold; to whatever extent it is actnally due to the depreciation of silver,
' the number of rupees required to exhibit the excess value of exports would
- be inareased, and the balance against India decreased, without any increase of
the quantity of the net exporfs. On the other hand, any further appreciation
of gold would aggravate the balance against India, which must be redressed
either by a reduction of imports or an increase of exports.

‘28, There iz clearly no probability of any large influs of treasure into India
in the early futuve; and, without severe sacrifices, India could not, at present,
- meet much heavier obligations in gold than she now does, 1If, indeed, the
present disorder in the exchanges is duej as is 50 widely supposed, only to
a fall 1o the value of silver, the account between India and the external
world will eventually not be in any way injuriously affected. It is the value
of gold, and not of silver, that chiefly affects the interests of India in her
. account; with the rest of the world : she is burdeved with a heavy load of
- obligations fixed in gold, and her interest is, therefore, strongly opposed to

any increase in the value of that metal. A large decrease in the value of
silver would involve India in painful domestic re-adjustments, and serious,
though limited, direct loss in the value of her stock of. silver ; but; owing
to her heavy foreign indebtedness, a fall in t}:a_ value of gilver conld hard] y
be so injurious to her us a corresponding increase in the value of gold. It
seems to be of primary importance that this should be thoroughly apprehended
in eousidering the question of a gold standard.

# Nors.~—The value of stores imported on State account is included in the value of
_imports set off in caleulating the value of the net exports, and must mot, therefors, he
counted again in the disbursements from the Home Treasury.



29, Bound up with the arguments thus adduced, is the question whether,
in fact, Tndia conld adopt a gold standard, without causing so consideiable
an increase in the general value of gold; in other words, so lurge a
deerease in general prices, ag, apart from ifts more immediate effects upon
the foreign obligations of India, might produce serious economie disturbances
not only in India but in the world at large. ' : '

80, It seeras highly probable, as we have already remarked, that the
vejection of silver by British India as a standard of value and as the material
of full-legal-tender money, wounld cause so great a fall in the value of this
mefal that it would be impossible for other civilised nabions to continue to
use it as full-legal-tender money ; so that the adoption by India of a gold
standard would probably invelve its adoption by various other countries,
Doubtless, the calenlations made by Humboldf, Jacob, and others of the stock
of the precious metals in human possession at different periods do not pro-
fess to be precisely accurate, and cannot be trusted within wide limits. Bat
there does seem good reason for thinking that, counting silver, as in 1848,
equal to one-fifteenth-and-a-half part of its weight in gold, the stock of gold
alone now in human possession does not exceed two-thirds of the stock of
the two precious metals together in 1848, id.e., before tho discovery of gold
in California., Prices in 1848, measured in either metal, were unduly low ;
and, since 1848, there has been a vast expangion of the population and
commerge and wealth of the world. After making large allowances for the
simultaneous development of varions expedients for dispensing with the in«
gtrumentality of metallic money and for the much cheaper production of
many general commodities, there appears to be ground for grave apprehens
sion that the metallic money of the world eould not now, without revolu~
tionary results, be supplied by two-thirds of the stock in human posses~ -
gion in 1848. A

31, Woe should not, perhaps, pass without notice the snggestion that we
might raise the value of our standard unit of value by inereasing the duty
of seignorage, without any alteration in the weight or substance of the unit
itaelf, This is, donbtless, true .within limits; though it wonld be always
ungertain how far any increase of seignorage wonld cause a further fall in
the value of silver, and, to whatever estent this result might be produced,
the object in view, the enhancement of our standard, would not be attained.
Subject to this drawbaclk the expedient might perhaps be entertained as a
temporary measure only, preliminary to an addition to the weight of pure
gilver in the rupee, and pending the ascertainment of the proper addition fo
be thus made which could not be settled until the true permanent value of
silver under its new conditions was known. The objections to this method, as
a permanent arcangement, appear to us to be insuperable : they are of the
same character as the objections to an inconvertible paper currency, viz,, that
the currency would be exposed to the depredations of eoiners and forgers, and
that its domestic value would differ from its foreign value,

82, One other consideration should not be overlooked in relation to all
measures affecting our currency, namely, thab, as pointed out by our
honourable colleague Sir William Muir, in a Minute atfached to our
Resolution, though not published, it is not easy to foresee the effect of any
change of our currency upon the opsrations of the mintsof Native States,
whose coins circulate more or less freely in some parts of our territories,

33. We have deemed it our dity thus to examine the arguments for and
against the several possible methods of enhancing our standard unit of value,
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8¢ gerious ps s the éx_isti_ug diverzence of the value of silver a'nd gald,

possible to suppose that it has not yet attained its greatest or permanent
itg ; 1t behoves us, therefove, to determine, as much as possible, beforehand,

. what our poliey should be in the event of a further considerable fall in the

 value of silver measured in gold, or even in general commodities,

L0 84, We have announced in our Regolufion that it is not our intention,
 af present, to inerease our sterling liabilities, if we can possibly avoid doing
. so. In this decision we understand that we ave earrying ont Your Tnrdship’s
« vepeated instruetions, and may count upen Your Lordship’s cordial support
iand concurrence ; but, in this case, as we have already shown, there is little
_ probability that any considerable smount of the precious metals will be due
tio India, 1n settlement of her acooant with the rest of the werld, The eonse«

quent anticipated cessation of demand for silver in India will evidently,

so far, exercise a disadvantageous effect on the future value of silver relatively
to gold. '

i g 35, The future production of silver in North America is unceriain,

- There does not appear to be, as yet, any definite and positive ground for

" antigipating the discovery of other deposita equal in richness to the Comstocl

Liode, At the same time, there seems some veason to apprehend that the
~ mineral occurs abundantly, if not profusely, throughont the region between
the Missouri River and the North Pacific Ocean; and we fear that it is wot
an improbable expectation, that, in the hitherto-unexplored parts of this
region, further discoveries may be made. In any case we cannob, reasonably,
| eonnt upon any early dimination of the present vate of the supply of silver,
' 36. But it appears to us that at present the future value of silver,
relatively to gold, chiefly depends npon the convse which may be adopted in
. vegard to the metal, by the countries associated under the name of the Latin
Convention, and, in a secondary degree, by the United States of America.
The volume of the metallic currency of France is exceptionally large ; and, so
. long as the French Monetary Law of 1803 wag in force, the value of silver
~oonld not fall below one-fifteenth-and-a-half of ite weight in gold, withont
the immediate influx of silver into, and efflux of gold from, France, until the
value of silver, relatively to gold, was regained, The provineial ¢losing of
. this avenue to the employment of silver points to a contingency which, in onr
judgment, would be more directly injurious to the value of silver than any
ofher recent event, ‘
37. The course which France has up to the present time adopted, leaves,
' her with silver money estimated to be worth, nominally, about 88 millions
sterling ; and the question which, we think, most immediately concerns ug
is what will be the future monetary policy of France, If France and her
Associates of the Latin Convention should revert to their customary
alternative standard, it is conceivable that the Unitad States of America
- might follow their example, and that we might witness a very considerable
recovery of the value of silver; but we can hardly ventare fo hope that ’ghe
- French people will elect this policy, involving, as it must do, the exportation
of gold from Hrance aud its replacement by the far less convenient metal,
On the other hand, it seems very questionable whether France can stay in
the middle e¢nurge which she is now pursuing, and adopt, permanently, a gold
gtandard with one-third of her full-legal.tender currency silver. It seems
probable that, as soon as France resumes specie payments, the operation of
the Gresham law upon the present constitution of her currency, must cause
the expulsion of the more valuable gold by the less valuable silver, as surely
" as would the restoration of the Law of 18035 itself, There is, therefore,



eround for-a,pprehendihg fﬁat';_ Ff‘anc.é"mué't, -Béfore—i =l.6'1iig',.: elect betwﬁen a '

reversion to the alternative standard and the demonetisation of her 88 millions

sterling worth of silver coin, and we fear that it is more probable that she

may adopt the latter than the former alternative. G

28, There can be no doubt that the demonstisation by France of 88
millions sterling worth of eilver coin would have a disastrous effcot upon the
value of silver as measured in gold, and, so, upon the interests of British

TIndia: it would diminish the probability of the United States of America, or
any other civilised country, re-admitting silver to the rank of full-legalstender
money, and would, in its bearing upon the value of silver, be second only in
importance to the demonetisation of the wetal in British India itself.

39. On the other hand, if e, on our part, should take measares for de-
monetising silver in British India, the consequences to France would be very
gerious : but France is a rich country, and Indiais a poor country ; and, heavy
a8 iy the debt of France, she could afford to bear the vast loss that must
follow upon the sale, under such ciccumstances, of her 88 millions of silver,
much more easily than India could bear the loss upon the 170 crores of
rupees which .must he sold if the silver standard is given up in India.,
Nevertheless, it seems to us to deserve anxious consideration whether the
circumstances do mnot point to the expediency of some concerted action be-

. tween France and India, to which other countries might perhaps become

parties. - - :

40, 1fno guch concert i3 thought possible, we ought still to be ready with
gome course of action in the event, which we cannot but dread, off Frange
demonetising her 88 millions of silver money. Great and manifold as are the
obstacles to our adoption of a gold standard in India, it might possibly be
found that we could, then, no longer avoid the transition at all bazards, It
desevves consideration whether if, on full deliberation, such a conclusion were
admitted, we should not be prepared for prompt measures in case of France
demonetising her full-legal-tender silver money, and whether it would not be
expedient that an intimation to this effect should be conveyed to the KFrench
Government, - :

41, Meanwhile, Her Majesty’s Government has doubtless already
perceived that, in any case, there lies before us a time of grave financial anxiety
and difficulty, the issue of which eannot, at present, be foreseen. Whatever
other measures may be taken hereafter, our immediate duty is plainly, to
curtail all avoidable expenditure, and to develope, to the utmost, our existing
resources, We are accordingly, engaged npon enquiries in all departments of
the administration as to the possibility of organie reductions of expenditure,
and, as you are aware, have already taken stringent measures to reduce cur-

rent expenditure and fo increase the productiveness of such branches of our
vevenues as are susceptible of improvement,. ' 4

42. We have also, in accordance with Your Liordship’s repeated instruce
tions,* resolved to reduce our expenditure upon Public Works clagsified as
Extraordinary within the limit of the amount which we may find ourselves
able to borrow in India on adequately advantageous terms. W hat this amount

- Scofgtarys%f‘ State to Government of India, No. 387, dated 23td July 1874, paragraphs
83 to bb.
Governmant of India to Secretary of State, No. 135, dated 7th April 1876, paragraph 15,

Secretary of State to Government of India, No. 305, dated 10th Angust 1876, paragraph

i



be, expetience only can decide ; but we eannot prudently estimate it, even
f e outiset, at more than 2 or 24 orores of rupees a year ; and for a perma-
neney, it may prove to be even loss than this snm. 'So far as the currency
guestion is immediately affected, we need got hesitate to borrow the full amount
‘which we find ourselves able thus 10 raise, and for which interest is payable
" in silver; but we must not forget that a large portion even of the money thus
 raiged in India will certainly come from En gland, and that the sum of our
" met foreign obligations may thereby be inconveniently, though indirectly,
I inoreased, | R
0 48, Onr decision thus to restrict our expenditure on Extraordinary Publie
. YWorks is in strict accordance with the ingtructions contained in the 79th para.
. graph of Your Lovdship's deapatoh No. 303, dated 10th August 1876. Never-
. thelessy, we have not adopted it, without great reluctance ox without careful
. advertence to the motives which, in the past, have dictated @ policy of free
- espenditure on these works, and to the great ingonvenience and hardship
. devolying on our large establishments affected by the partial relinquishment
. of this policy, as well as to the considerations which still indnce many author-
0 ities whose ‘opinion is worthy of high respect, to advocate a bold investment
. of eapital im opening out communications, and otherwise developing the
. resources of India as the chief remedy indicated by the existing disorder of
~ our finances, But it seems to us that. we have, in truth, vo choice but to
. restrict our outlay of capital to the amount which we can borrow avithout
" endangering our solvency, and that we must, whether we will or no, forego
the advantages which might result from a larger expenditure.
AL 44, In considering, upon this prineipie, the amount which we can . safely
| invest lin Bxtraordinary works, we must bear in mind that the whole of the
. expenditure classed as Extraordinury in the past was not even intended to bo
. divectly remunerative. Till recently, the strict test of divect reproductiveness
. has been applied ouly to irrigation woiks, and we know that many even of
' these works have not really yielded, and cannot be expected in future tio yield,
4 net revenue sufficient to cover the interest upon all the capital sxpended npon
|| thepy ' In the 25th paragraph of our degpateh No. 135, dated 7th April 1876,
| we reported that, a8 vet, none of our £tate Railways Eulfil vhis condition, and
0 that tie Rajputana State Railway alone can, with any confidence, be expeected,
. hereafter, to do so. ' :
" 45, In the 76th paragraph of your despatch No, 305, dated 10th Augush
1878, Your Lordship has now deliberately and finally declared * that it would
- be unjustifiable to undertake, out of money tu be obtained by borrowing, any
- outlay on account of new works, unless their yield will cover the interest of
the loan.” We take this deelaration, with its context, to be an instrnetion,
to which we shall yield careful and willing obedience, not, in future, to pro-
pose for admission ko the category of Bxtraordinary worke~—(the rule already
‘applies to irrigation works)—any Railway, for whatever purpose it is cone
siraoted which is not estimated to yield, direotly, & net revenue sufficient 1o
" eover the interest upon its capital vost, whether the capital be obtained by
borrowing or from Surplus Revenue on the Ordinary Account., We think
" that to sound distinetion cau be madein favour of any works classified as Ex-
“traprdivdry on the ground that their cost may be yartly met from Sorplus
Revenue on the Ordinary Account, and we do not understand Your Lordship
to intend that we should make any sueh distinction. Not only are our pros=
~ pects of guch suvplus in future too uncertain for any course of action to be
- built upon them, bub sound financial principles demand that any surplus so
- v
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aceruing should be held absolately hypothesated for the . reduction of debt
already incurred in the pust otherwise than for reproductive works, which
olass of debt, we may, by uneontrollable eircumstances, be yet compelled to
increase in the future, Whether the construction ' of any work leads to an
addition to the oliarge upon our vevenue for interest, or prevents the diming-
tion of the existing charge, its effect upon our finances is the same,

46. The conditions upon which ‘alone any work, whatever its charaeter,
will, in future, be admitted to the extraordinary eategory, are thus, at length,
clearly settled and will not, we hops, be again disturbed.  But, meanwhile,
we haye ascertained that we are ‘alieady pledged to spend mo Jess than 64
eroves of rupees upon works which do not fulfil these eonditions (chiefly the
State Railways in Northern and Western Tudia), in addition $o the expendi«
ture already ineurred upon them ; in other words, we are already pledged to
8} erores of rupees of further expenditure to be classed as extraordinary, but
which cannot be expected to yield any substantial net revenue. Wa repeat
that these ciroumstances should inerease the eantion with which we are bound
at present to contemplate any fresh ‘expenditure for ‘whioh provigion is not
made from reveuue under the ordinary fuadamental financial rules and
restrietions, b i

47. Tn the present state of uncortainty as to the future rolative values of
silver and gold, we heartily concur with Your Lordship in thinking that
nothing should induce ns to inerease our Sterling obligations, if we can by
any means avoid doing so, -

48. While thus fully aware of the ouerous responsibilities which press
apon ourselves, we eannot but apprehend that the circumstances may further
call for decided netion upon the part of Her ‘Majesty’s Government also.
Any retrenchments which are possible in  the Home Expenditure  would
have a special value in lessening the ‘amoant which we have to remit in
payment for gold, We do not indeed suppose that an y very large savings
could be obtained by economy exercised by Your Lordship iu Couneil in the
expenditure of Indian revenues from our Home Treasury under your control,
although we doubt not that all that is possible in this respeot will ‘be done :
but we are dependent upon Your Lordship’s action in some matters which
may have a very important bearing upon our finances A

49. Woe look for substantial relict to our exchequer from  the purchase,
under the right reserved to us’by our eontracts, of the several Railways cone
structed by Companies with capital raised under a guarantee of a minimum
interest from our Revenues. Upon this subject, we ask Your Lordship’s
aftedtion to our letter in the Public Works Departmens, No, 195, dated 6th
October 1874, and to your answer No. 174, dated 19th November 1874,
We have not, hitherto, thought it necessary to make any rajoinder to that
despatch, because we felt bound to defer to Your Tiordship’s opinion that it
was, ab that time, premature to take any action towards the accomplishment

“of our intentions. But we now consider it more than ever important that
nothing ehould ! be: allowed to prevent the pucchase of the Fast Indian Rail-
way (Main Line) by the Government in 1879, and that there should be no
“oversight or neglect in taking allneedful preliminary measuves assoon as Your
Lordship shall think that the time is come for doing so. We shall shortly
address Your Liordship again, sepavately, upon this subject, and truss that
you will await our proposals before tuking any particular action; but it
would' be highly satisfactory to us, meanwhile, to be assured that Her
Majesty’s Government concurs ‘with our opinion as to what should be the
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" question by leading British Statesmen from time to time. We are sen&ible

=

. that weiphty objeotions may be urged against the assumption of such a

vesponsibility by Great Britain on bebalf of British India, and that incon-

i s{-sp_ig_lfle'e to British India might be involved in our acceptance of such help,
"\ Under ordinary eircumstances, we should have shrunk from inviting Her

. Magjesty’s Government even to consider the expediency of assisting our

' finances in this way. But the prospects before us are now so anxions, and

. the disorder of our finances may infliet so much injury indirectly apon Great .
. Britain itself, that Her Majesty’s Government might possibly see fit to
. take into consideration the expediency of lightening the burden of our debt
. in the manner enggested  If there is any reality in our impression that

" onr present troubles arise partly from an increase in the value of gold, there

i “awould be a peouliar appropriatencss in any measures adopted by Great Britain
with a view to reducing the weight of onr sterling debt, including cur debt

|\ to the Railway and other Companies or any other form of obligations that
~ may hereafter take its place

51. W e also think that the opportunity is a suitable one for a further
consideration of the matter veferred for the orders of Her Majesty’s Govern.

' went in our despatech No, 8, dated 5th January 1872, 1u that despatch

we represented our objections to arrangements by which our receipts in India

. are consolidated with the receipts at our Home Treasury, and our disburges

ments in India with the dishursements fiom onr Home 7Treasary, upon the
assnmption that B10 are equal to £1, the resultant error being aceumulated

" in the Indian portion of our Accounts under the adjusting head “ Loss
by Ewchange s and we suggested a method of avoiding the error. At that

time, the aggregate amount of the errors distributed among the various heads
of our Accountsin gonsequence of this arbitrary system, and counterbalanced
by the adjusting entry under  Loss by Bachange ” was fiom £50,00,000 to
60,00 000 a year. No reply, in detail, to that despateh was received from

" His Qrace the i{uke of Argyll; but our proposals were briefly rejected by

a telegram, dated Sth February 1872,

52. The entry under loss by Hrehange, which is the wmeasure of the
errors thue diffnsed through out Estimates and Accounts, is now expected fo
be, this year, not less than R2,50,000, and the inconsisteney is becoming
daily more inconvenient of continuing a system based upon the assumption

that a rupee is, on an average, fairly represonted by one-tenth of a pound

sterling, Apart from the errors resulting in our Aceounts, we believe that
gerious misnuderstanding is fostered by our present system, and by the colour
therehy given to the erroneous popular impression that a rupee and ftwo
chillings are, by some natural law, slwaye proper equivalents.

53. We have read with great interest the able and searching Report of
the Select Committee of the House of Commons on the Depreciation of Silver.
Ag is apparent from this despatch and from our Resolution, we have, for the
most part, adopted the conclusions of the Commitiee. On only one roaterial
point have we ventured to differ from their high aathority. The Cowmittes
appear to us to have overlooked the evidence in favour of the hypothesis that

 the value of gold is inereased at the same time that the value of silver is

v 2

4.

liey of onr Government in this matter, and will not fail fto do its paxh
| towards the attainment of our wishes in due time, AR
41 B0, Connected with this subject is the suggestion, so often discussed,

. of the guarantee of our losns by the British Government We submif,

. for convenience of ieferenee, a compilation of the utterances upon thig



decreaged ; indeed, there is nothing in their Beport or in the eyidence of the
witnessos whom they examined, to show that their attention was turned te
this side of the question. We have given reasons for thinking that it is
important that we should carefully distinguish the effects of these two canses
in producing the present divergence of the values of gold and silver, '

Y 54, We motice sn error of some importance in the table printed at
page xxxi of the Commiitee's Report.  The re-exports’ of 1875-76 valued
at £1,685,000 seem to us to he omitted from the column of exports, the
excess of exporte for 1875.76 being anderstated by this considerable amount,

55 In conclusion, we would ask Your Lordship to keep us promptly .
informed of all pecurrences in Kurope and America which may come to your
kuowledge bearing upon the future value of silver, Wo would instance a
recent remittance of £350,000 worth of silver by the German Government
to Caleutta, information of which reactied us by a public telegram only.
Our own attention will be constantly given to the’ important matters dealt
with in this despatch, and we shall communicate freely to Your Lordship -
iny further suggestions which may occur to us. We rely confidently wpom
the cordial eupport of Her Majesty’s Goyernment in any mensures that we
may find it necessary to adopt for ile finaneiel security of this*ﬂmpiru
| * a ¥*
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M=, R.B. CHARPMAN, SECRETARY 70 THE GOVERNMENT oF INDia, PINANCE
. AND CoMMeRcE DEPARTMENT.

AL B, Steacasy, R.E., C.S.I, fo M. R, B, Ciarss,
w—dated 28tk September 1676. :

T am much obliged by your papers. The whole question of the effect

" of the fall in the value of silver on Indian currency and finance, as well as on

the trade which is so intimately bonnd up with the workings of the currency
and finance, is so large and difficult to deal with, that 1 cannot attempt to do
you a very brief staternent of the conclusions 1 have eome to

" To begin with, T may cay that  letter in the Pall Mall Gazette of the
10th August, signed “ An Anglo-Indian,” was written by me, and fairly re-
presents my general ideas, so far as it goes - subject to the remark that later

_ consideration has led me to doubt, more thanis expressed in the letter, the
truth of the doctrines of the Xnglish economists that the resalt of doing

nothing would be to send any considerable quantity of silver to India, or to lead

" {o a natutal remedy of the evils now experienced through a lowering of the

local value of the rapee in India, . _
1 am at a loes to understand why you think it necessary to demonelize
silver in India if a gold steadard is adopted, or why the existing silver coin

‘should not be allowed to go on doing its duty as at present, under a gold
I can myself see no sort

ana piece, in combination with an open gold

quireit.  The only objection that ean be made, so far ns my apprehension goes,
|is that suggested in France, viz., that false or illegal trae-weight silver coins
might be introduced, and so the regulation of the silver coinage prevented,
This, however, I regard as a mere chimera. The French authorities derided
it ; and the present experience of England and France seems fo me to dispose
of the fear entirely. In India our facilities for preventing the importation of

 illegal rupees would be far greater than those of Kngland and France to pre-

ent the introduction of illegal silver coin into those countries, and here
nobody dreams of it. All that seems necessary 1s to prohibit the importation
of coined rupees, and to require all suel bullion to pass through the melting
pot, What any one could carry in his pocket or portmantean would do no

1f .ybu retain your existing silyer coin and only supplement it by gold,

" o far as trade-wants call for more specie in payment for exports, the require-

ment of India for gold and silver in the future will be very moderate, and
she can without dificulty supply herself with the gold, while the demaund for
silver will not, in fact, be very greatly rednced, if the silver coinage is kept

% ~ up for Jocal Indian use, as it perfectly well might be.



If yon have a new gold coin, or the sovereign, made a legal tender at
such a rate as would give 1 rupee == 1s, 11d., or thereabout, and only coin
rapees if you find they becoms searce, it seems to me that everything would
go on again exactly as though no change had been wmade, exeepting that the
exchange would hengeforth oscillate about the ls L1d. rate, necording to the
grealer ov less urgency of demand for remittunces to India or England. In
faot, what we want to do is simply to get the same stendard for India as for
England, and to be protected in future from the exchange value of the rupee
being suddenly changed in relation to the gold of England by causes altogether
beyond our control m India, Whether the exchange gats better again, or
hangs at ls. 84., this conclusion seems to me equally obvious, though, of
course, if we speedily geb back to ls. 104, we can make our change much
more easily and with much less disturbance of trade. For, of course, I do
not, for a moment, say that saddenly to foree the exchange up from ls. 8d.
to ls. 114, would not produce some shock. But the position is only one of
u choice of evily, and I wholly repadiate the ider that the evils cansed by
doing mothing are a bit less due to the Government than such evils as would
be caused by its doing something. The question is how can you get out of
your scrape easiest. If India had been an independént dominion, with teason=
able firianciers at its head, T do not believe any such hesitation wonld have been
felt as actuully exists, We are dominated by lnglish intefests: and the
Finglish economists merely sce out of English eyes, and quite fail to appreciate
Indian wants or elaimis. The whole of the loss to India in the present case 1is
gain to Kngland, and, if it had been the other way, you would have heard of
it long ago,  What would be thought of having a silver standavd in Ireland
alongside of the gold in England ? The absardity is really not greater than
that we are taught to respect in the case in India, '

The action of the go-called ¢ tribute” of India to England in relation to
the bulance of trade very seriously affects the interchange of merchandise,
and quite throws out what would be the results, if the trade was simply
balanced without the one-sided burden. That part of the excess of Indian
exports which represents the “‘tribute ”” has no relation to the exchange value
of the rupee, excepting that, in proportion as the exchangeis low, the exports
must inorease, But the 156 or 20 millions mus? go, whatever be the state of
things, and it is only the residue of the trade that follows the orvdinary law
of exchanges, The whole cost of the extra quantity of exports now nesded
to supply the “ tribute,” with the bad fate of exchange, has to bé made good
by India, and diminishes the purchasing power of the community in India
to the whole extent of this cost, which, I sappose, will be for the present
year somewhere about 13 millions at Jeast, This is the fine put upon India
becauise we cannot make up our minds fo stop the doining of silver,

However 1 suppose nothing will be done, at least for some time to come
in this matter, and my personal feeling is that silver at 464. per ounce for
six months would be as good a thing as could happen fo us, But it cortainly
Yooks as though that gl‘t'ﬂt fall was merely the result of pani‘c, and it is not
likely that my wicked wish will be gratified. j .

There is a great deal in your memorandum with which T quite agree, and
it is ohiefly when you come to apply your priveiples to practice that 1 leave

ou, :
¥ 1 quite disoredit your idea that thevalue of go/d has seriously changed,
or caused the fall of, eilver value. Your figures I consider to be quite watruste
worthy, and only to show the great fall of prices due to ¢om mercial depression
following the great iron and coal extravagancies. Iron rails, then at £14 now
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j ' ﬂﬁﬁﬁ*l?ﬁ, do not in the least indieate change in gold value. The banks, bere
'  omd at Paris, are overflowing with gold, and there is no one to use it. All

' trade is as bad as it can be, Under such conditions the comparison of prices i
| quite fallacious, Nor do L think your Indian prices much hetter for such: a
| purpose, - :

G‘opf/ of « letter from Major-Guverar, Ricmanp Steacuey, R.E, C.8.L, fo
the Bditor of the * Pall Mall Budget,’’ dated the 10th August 1876, ;

. Bvery one dependent on remittances from India must long ago have
| become very practically informed of the great inconvenience, to use no stronger

| term, of the late sudden fall in the exchange value of the rupee, Taking the
~whole sum thabt hag to be vemitted from India to England by the Government
. and private persons at £20,000,000 sterling yearly, which is, no doubt, within

. 'the truth, if the fall whiech has taken place within the last two years ig

snstained, the loss will be at the rate of nearly £3,000,000 a year or about

. ome=seventh of the total amount. Thissignities that private incomes depend-

‘ent on such remittances are reduced in that propoertion, and that, unless some
expedient be found for reducing the publie expenditure of India very largely
a8 the Government logs would be about £2,000,000—additional taxation
must be imposed to make good the deficiency. The questions that this
‘eondition of things forces on every one interested in these remittances are
whether it is likely to continue or to recur; and, if so, whether or not it can
be remedied. The coming debate on the Indian Budget will no doubt indi-
cate the opinions of English economists on the subject, and also afford soma
indication of the intentions of the Government. The discussion will be of
unusual interest, and it is to be hoped that such light will be thvown on the
question g will facilitate its satisfactory solution, It is disappointing to find
how little result has hitherto been obtained in the way of expression of opinion
on the best method of dealing with the difbeulty, Mr, Goschen’s Commite
tee bave, on the whole, rather increased than diminished the perplexities of
the situation : what is left unsaid so greatly exceeding what is eaid.  The
Leomomist, following the tenets of the school it represents, teaches that nothing
18 to be dome.  The Zimes, admithing the gravity of the situation, suggests
.. the hevoic remedy-if it be a remedy~of leaving private persons to take care
of themselves, and of making good the whole loss that falls on the Indian
Government from the class that pays land revenue, requiring them to dis-
charge their obligations to the State in gold, at a rate that would increase
~ their burdens by a fifth or a sixth.

. Turning from the closet economists to bhe class of persons which is most
direotly interested in the aetual facts, we find a very different direction given
to opinion: The merchants and bankers of India, viewing the depreciation of
silver with extreme anxiety, propose the snspension of the coining of silver 1n
that country , and some authorities add the introduction of a gold eurrency as
a proper supplemeat to such acourse of action. The position, viewed broadly
is this:—India has an exclusive silver curreney, the standard of value being
the rupee containing 165 grains of pure silver., 'I'lie rupee is the only legal
tender., Gold coins are not, in fact, current, the intrinsic value of the pieces .
being much in excess of their value as currency, and they are only used for
hoarding or as ornaments. The relation of Tndia to Bnglaud requires that a
large anoual sum of money shall be paid from the earnings of India to
. Bugland, partly for the purposes of the Government and partly as return on
English capital invested in India, or on BEuglish industry applied there, Tt



‘negessarily follows that this payment is made in the form of ﬁ-hiﬁt_hén‘ti- of

morchandise, which, being sold in England furnishes the requisite sum, The

 merchants, who are the go-betweens in  effecting this remittance, of course
requira Indian money to purchase the goods in India, and they are able to
procure this money in two ways: Tirst, they may buy rupees in India by

bills of exchange, paying for them in stacling carrency here; or, secondly,

they may purchase silver here and send it to India where they can have
it coined into rupees, no legal limit being placed on the coinage of silver
money. The great seller of rupoes in Indin is the Government. The
sums . received as vevernue accumulate in the Indian treasuries, and arve
available for sale in London by bills of exchange, which are offered to

the pablie fortnightly™ by the Seerotary of State for Indin. 1t necessarvily

follows that the sale ot these bills for rupees is controlled in an important
dagres by the price of silver in TLondon, becanse any one who can supply
himself with silver at a price that will enable him, if he ships it to
India, to have it converted into rupees at a more favourable rate than that
“oftered by the bills, will ship silyer ‘and not take bills, The great fall in
the Indian exchange hus been, without doubt, essentially due to the fall in
the price of silver in Hurope, But so far ag India is concerned in relation to
the exchanges, the causes of this fall of “price are immaterial.  They  are,
moreover, evidently, to a very great exteut, external to India, and not capable
of being controlled by it ; and the. guestion at ouce sugrests itgelf, why, when
these external causes of disturbance have been found to arise, shoult not India
endeavour to screen itself from their consequeuces—-—-if, indeed, it be possible
w6 to do withoat falling into other greater inconveniences ? A
1+ is of course right to enquire whether the recent fall in the value of
silver in Burope is likely to be merely transient, o whether it will probably
‘be maintained ; and it might so have happened that the reply would have
shown that special precautions were not raquired, But, as a faoct, no hesitation
of this sort is any longer admissible. ‘The losses and luconveniences to
Tudian remitters have already been such as to show that a gondition of things
which may at any moment arise, by reason of circumstances {as before noticed)
that lie altogether out of India, should not be continued if it can be remedied.
Aud here it becomes nocessary to ask what will be the result of doing nothing,
as proposed by the [Feoromist and other authorities of the same school.
‘e consequence, no doubt, will be, as taught by them, that silver will be
drawn to India in increased quantity ; that exports from India will be aug~
mented and imports into Xndia checked ; that the guantity of silver in India
having increased, its value in relation to commodities will fall, and prices will
vise 3 and at length that an equilibrium will be again established after the
rolative values of silver in ludia and Europe shall have been brought into
closer proximity. If the present low price of silver is due to temporary causes,
such as panic, and nob to permanent derangement of the relation of supply
and demand, such a course of events would, no doubt, tend to re~establish 1t ;
but if there is to be a permanent fall of value there wounld follow a general
depreciation of the rapee in India, and therefore a corresponding disturbance
of the standard of value=~an evil the serious nature of which it would be
difficult to overstate. Moreover, from an Indian point of view (and the
necessity for thus regarding the subject cannot be too strongly insisted on)
the reduction of the imports, and the increase of exports in exchange for which

# Now weekly.—R. B. v
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W mllberecewed a silver currency destined to eventual deprecintion, will be an

gravation of the present position, which is already suflictently strained,
considering that the excess of exports from Iudia over imports now amounts

| in value to more than £20,000,000 sterling, or not far from one-half of the
| gross revenues. Supposing always that the fall of value of silver is to be
|| permanent, or to be sustained for some years, the result would be that India
' would in the end find that it had been led to receive payment for its

.. exports in & debased currency, while a corresponding advantage accrued to the

. owners of silver who had been unable to pass off their silver coin in India ab
| an exchbange value much in excese of what it had in Europe. In short, the
| policy of doing nothing is entirely opposed to the interests of ‘India, and to

\ . the advantage of those of the sellers of silver—that is, of interests not Indian,

| Again, the importance of preventing, if possible, the depreciation of the
- standard of value in India is very great; and if there were no economic
‘arguments to support this view, political expediency would surely suffice,
The heavy payments to be made by our Indian Government in England, and

(R the obligation that rests on all Englishmen resident in India o remit portions
. of their income to Enpland, and the transfer of trade profits and the like,

vender it of primary necessity that the system of remittance shall not be
liable to such violent disturbances as those thati have taken place within the
last year. A continuance of the present condition of things would neevs-
- sarily involve a reearrangement of all Tndian taxation and of all Indian salaries,
o and wonld be attended by snch extreme difficultios as, if they were thoroughly
- appreciated, would assuredly lead to the most strevuous efforts being made to
- guard against the risk of their oceurrence, Nor after the recent experience,
- ean it be admitted that a simple return to the conditions of the past would be
sufficient, Hven if silver ghould soon quite recover its former value, the risk
' of being again subjected to evils like those of the last fow months, by some

future fluctuation of value, should assuredly vot be accepted. This danger will
. necessarily exist so long as the standard of value in India differs from that
~in Eogland, and so long as the balances of trade transactions can only be
 settled in silver in the one country, while they require gold in the other.

Ihe problem of solution, therefore, is to introduce in India a standard: of
walue which shall be readily commensurable with that of England, with
which country its commercial and other transactions settled by money pay-
. ments are on 80 vast a scale ; and to place the Indian currency on a secure
 basis so that the fluctuatipns in the value of silver, which have become so
- excessive, shall not endanger the standard of value that has been adopted for
that country. It seems probable that the required remedy may be found by
adopting generally the course recommended by the Caleutta Chamber of
‘Commerce, but with a few modifications and suppiementary precantions. The
first step would be to abandon the unlimited coinage of rupeés on demand
~and to place the rapee coinage entirely under the control of the Government
for which alone rupees would hereafier be struck, A corres onding restrics
tion of the paper currency would be necessary, and the prolI:l)ibition of the
import of coined rupees. At the same time that the Mint was closed for
silver it should ba opened for gold, or, as a tewporary arrangement, British-
sovereigns might be admitted as lawfnl currency at a rate to be fixed for the
purpose. The intrinsic gold value of the new gold coin, or the current value
of the sovereign in India, would be arranged so as to be equivalent fo a gold
vaiue of the rupee of about ls. 10§, or ls, 114., which was the value before
the recent groat fall in the price of silver. Currency netes would be issued



against gold ab the (ixed rates, as heretofors against silver.

It will be desirable to follow out the consequences of such measures,
The closing of the Indian Mints to silver would compel merchants either to
buy rupee bills or to send gold to India, and the exehange would at once tend
to settle at the rate which had been fixed for the use of gold as moeney in
- India—that ig, 1#. 104, or 1s. 114, per ropee. Kxsetly the same causes tbat
have hitherto led to the transmission of silver to India would, under the new
arrangements, send gold there, and only o much wonld be sent as was

requisite to supply the bullich requirements for more currency as transactions

ingreased, or the old eoin was lost or deteriorated, or for trade purposes, The
rupee would still continue to be a legal tender as before, ard would eiveulate

eoncurrently with the new gold pieces, It would, however, have hecome a

“ token ” cuin, the value of which was regulated on an arbitrary seale in
relation to the gold coin, and not by its instrinsie silver valwe. It might be
desirable at fivst to fix the sum for which gold should be a !egal tender rather
high, so that the new coins should not be forced toorapidly on the poorer and
more ignorant classes ; but gold would always Le received by the Government
for all amounts:  There gould be nothing to cause any excess of silver in the
country, and any deficiency would be-supplied by the action of the Govern-
ment ag in Bogland. There weuld be no apparent difficulty in maintaining
the gilver currency in suflicient quantity, and, as it would bave a eurrent
value in excess of its bullion value, there wouid be no risk of its being
exported or destroyed in appreciuble quantities, The danger in the opposite
direction of the introduction from other countries of illegal silver money bas
been made much of by the Economisé, But its very small real importance is
sufficiently shown by the facts of the existing British and French silver
coinage, which are vastly more open to interference of this deseription, and
yet bave not sensibly suffered from it, It is the deliberate opinion of the
present French Minister of Finance M, Leon Say, as expressed within the
last few days, that the point seems to call for no gerions diseussion.  'The
position of the Indian eurrency would thus beeome very similar to that of
France (supposing the foreed paper currency to he withdrawn) with a free
mint for gold, and a limited coinage of silver “token” money (five=franc
picees in the ouve oease and rapees in the other) having full power as legal
tender, and a subordinate fractional currency. That such a system is perfectly
computible with public econvenience is beyond dispute, and it seems emi~
neutly suited for India, . '
The risk of the rapee becoming over “appreciated,” onm which the
- Feomomist dwells, is entirely removed by the adoption of the gold currency in
combination with it. The difficulty of finding tﬁe gold to take the place of
the silver is also imaginary, because there is no necessity for displacing any
gitver ; and all that the gold will be required to do will be to supply that
want of additional curreney, bowever it arises, So long as the convenience
of the people ia best met by a silver currency, it ean quite easily be sapplied
to them without loss to any one ; and if gold i required to supplement the
gilver, India will necessarily enter into competition for it with other gold-
using nations, and be neither less mor better able to supply itself than they.
Obviously there is no neaessity whatever for the State to supply gold for the
cutrency in the future, any more than it has been necessary for it to supply
gilver in the past. The balance of Indian trade secures a flow of the precious
metals to India, and under the contemplated system gold would certainly be
drawn thither, Such measures would, it is believed, effect the transition from
» silver to a gold standard without shock and without cost to the State ox
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'-L'“il*dsé"‘t&'i-irrﬂi’y*i'dtaa.ls; and would sea-ur:e, g0 far ag it is possible, the standard of

' value in India, which, so long as the silver standard is retained, must be

b regarded as in a very preeavious position, though it has not yet been peroep-

il NN ,f'ﬁi'}qu'aﬂ?ected_-' :

" (i) Frome Mz, R. B. Cuapyan, o Masor-Gunenav R. Srracary, R. E.,
A ' C.8.1.,—No. 414, dated 26th Oclolber 1576.

~_ Many thanks for your letter dated 28th September, in conueection with

. which I have disinterved and read again your letter to the Pall Mall, signed
# Anglo-Indian,” which had attracted my attention before,

' As you say, it is almost hopeless to carry on a correspondence on such a

~ subject ab this ditance, otherwise than officially ; I ehould be very glad indeed

of an opportunity of discussing matters with you in person,

. You will, sinca you wrote, have vead our Resolution dated 22nd Septem=

ber, and our despatel No. 868, dated 18th October. These documents express

on the whole my owa conclusions, though less absolutely and more favourably,

‘in some few particulars than [ should have done personally.

1 am sorry indeed to find that on some essential points 1 can by no

| means accapt your views-—

. I1,~ 1t seems to me that you ignore, thronghout, the domestic conse-
qguences of raising the standard of value to ls, 114., as you
propose to do, and that this is by far the most important con-
gideration for this country. In fixing your thoughts exclusively

. upont the ewchanges question, do you not, in fact, fall into the
very sin of eonsidering English and not lndian interests which
you charge upon us ? I believe that we here have, in truth,
anxiously and conseientiously avoided this sin, Of course we
know that the trade between England and India is of vast
importance to o'k countries; but the domestic interests of
India are vaster still,  Happily, I believe that the two interests
are not conflicting, but in havwony ; ounly I think that we are
more likely to find out what these interests demand, by con-
templativg more prominently their domestio side. For oy own
part, I think that we could not; without monstrous iunjustice,
substitute for our present unit a gold unit worth ls. 11d.,—in
other words, raquire every one now under an obligation ta
deliver 166 grains fine silver to deliver 1(+8293 grains fine gold,
1 believe that the domestic censequences of such a law would
be ruinous. Your proposal to represent the proposed new gold
standard by a silver o-m-r-ene{. would not, I think, to any im-
portant extent, mitigate the consequences of such a measure,
I consider that proposal, for other reasons, terribly hevetieal,

11.~You seem to me to overlook the effect upon the value of gold, of the
substitution of a gold for a silver standard in British India.
This effect, again, would not, 1 think, be materially mitigated
by the adoption of the device which Smith and yon advocate,
and which seems to me so inadmissible. We have shown, in
our despateh, though less confidently than I should have put
it, that if India adopts gold no other country can retain silyer,

.



and that, for years to come. ab least, ﬁh'e"_l‘vbﬁ." '?g,old. t"i'_'dlnld"ﬁot.
suffice for the world's use, without revolutionary  consequences,

and without the most disastrous addition to the weight of

III.m‘i ca

. articles is risen. 1t isa simple question of fuet, not of deduction
at all, and cannot be got rid of by any summary means.

Indis’s foreign obligations,

nnot accept your summacy rejection of the evidence affarded'by'

our tables of prices of the recent increase in the vaiue of gold

indicated, ag I have shown, by the a prears evidence, almost as

strongly as the fall in the value of silver, Prices are simple
wet8 and cannot be ignored,  To say that éron is fallen from

£14 to £5-17-6 1is only to say, conversely, that the value of

gold measured in iron is risen 240 per cent, ; and to say

that there has been a fall in the prices of a large proportion

of the staple articles is only to say, in other words, that the
value of gold measured in a large proportion of the staple

When you come to draw inferences from the facts, or to build
a policy upon them, then, no doubt, it becomes of the highest
importance to ascertain whether or no they are permanent, and
therefore to examine all their causes and accompaniments,
But whatever these causes may be, they do not alter the facts.

The Government of India has, very rightly, used the facts

with the utmost caution; but surely they are priwd facig
strong evidence (may 1 not say absoliuie proof' 7) that, as yet
the value of silver is fallen very little save in relation of gold,
and that the value of gold is risen ? at least [ can form no
conception of what is meant when 1 am told that the value of
gold 18 fallen, while yet T find that gold will buy more than
before: the two conditions appear to me to be incomputible.
Nor, again, when I find that a given quantity of gold will
buy more apd more commodities, does the obvious conclusion
that gold has risen in value appear to me to be in any degree
javalidated by the fact that, by some strange congestion of
trade, there are vast and unprecedented aceumulations of gold
st the great centres of trade, é.g., the Banks of Bagland and
France. Are pot these acumulations, rather, in fact, an in=
dication of a vise in the value of gold, the owners of whieh
are diginclined to part with it,—a symptom, in short, analo=
gous to that of hoarding ?

1V.—=But I demur to being called upon to prove that silver is not fallen

in value, or at least that the whole divergence of the two
metals is certainly not due to a fall in the value of silver, I
gay the onus probandi lies absolutely upon those who advocate
an ex-cathedra operation intended to enbance the value of the
standard.. Produce the evidence, in the teeth of our price=
tables, upon which you depend for establishing the fall in the
value of silver, which must be demonstrated beyond question
before the Government could eall upon debtors to agree to pay
their debts by a different standard than that which exists,
W hether you raise the fine silver in a rupee from 1656 to 198

raing, or change the unit' from 165 grains of fine silver to

(8293 graivs of fine gold, the effect, 1 say, is exactly
the same, domestically, as if the Government were to decide



| that ,."e-\}éry one who owes B10 should pay R12 or thereabouts,

‘1t is important to understand clearly in such transanctions

'--jf"'\\r"l"l_a.t"*wp are doing, | T say that if the circumstances would
. justify the Government in passing a law enfitling all ereditors

‘to recover RG as now existing instead of I5, they would

'/ justify an enhancement of the standard by 20 per cent., anid

a0t obherwise, :
m astounded thut you should propose such a tramendous hereey
as o permanent divorce between the standard snd the currency.
‘Surely this is nothing in the world but an ineonvertible
currency, limifed, it 1s true (though I ohserve that you would
not even lémit it absolutely), but still sngoneeriible. If we
ate to go in for an inconvertible eurreney, why should we go
to the useless expense of baving it in silver ; surely it would
be only comwaon sense to go to paper at onee? 1 have seen

plainly that we must go through a period of inconvertible

currency of silver curvency with a cold standard 3 but I have
always looked upon this as an evil of the first magnitude from
which we should use every ezertion to escape at the very
earliest opportunity, It startles and staggers me that you
should say that such & man as+ yourself, to say nothing of
the rest of the powers that be at the India Offies, sbould bave
been seduced into thinking otherwise for au instaut., You
will see what we have said abont Franee in ocur deepatch.
1f Pace Leon Say has said otherwise, (which I do not think
that he has done) I'dare to say that it will be quite impos-
sible for France to continne to allow one-third of her full-legnl
tender currency to be of nominal value only, Why should
ghe ?  Tn what respect will her 88 millions of silver be better
thau paper? Will it not, ou the eontrary, be a souree of eon-
stant danger to her, muel greater danger than paper 7 Depend
upon it, France must demonetise that silver or re-admit the alter-
native standard.  1f she doesnot you will not find a gold-piece
circalating in France before long. Have you not altogether

- underrated the volume of our silver currency too? A true

gilver eubeidiary curreney must, I maintain, be treated as a
note enrrency, 7.e., it must be issued only in exchange for gold,
and the State shonld be compelled to give gold for i, at con-
venient centres, on demand, everywhere. Only on these

conditions will a silver subsidiary eoinage be on a really sound

footing ; and, upon this footing, even India will not want, 1
believe, more than 30 croves at the outside, if indeed she wants
as much, You cannot serionsly thivk we eoculd fora perma-
nency avoid calling in the 170 orores of rupees that we should
have in excess of our wants. Nor ean I seriously believe that
an accurate thinker like yourself would deliberately consent to
entrust to any Government on earth the powaer to issue foken
coinags ab its diseretion o pass as full legal tender. No
human Government yet existed who could be trusted with such

& power,

VI.—I quite agres with you that under no circumstances is there reason

to expect that silver will flow into India, unless indeed we go
on borrowsng, Swmith has entirely overlooked that the great
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balancs in our favonr in the pust (excepting only the temporary

 exaggeration of the value of our cotton by the American Civil

War) was entirely due to our ferrowing ; and go, in the future,
unless wa dorrow o & wuch larger soale than is at all probable,

.there will be no balance at all to come in treasure. 1 do not of
ccourse mean fo say that none will come, because there will

slways be some demand for the precious metals, I suppose ; but
what will come will bein substitution for some other commo-
dities or must be paid for by additional exports. Smith’s
supposition that because we have taken 166 crores in the last
quarter of & cenfury, we shall take 166 crores in the next, is
wild in the extreme, The argument is all the other way, I
believe that the 166 orores have safurated us with eoin, and
that there is not the slightest foundation for Mr. Mackenzie’s
and Colonel Hyde’s evidence to the contrary. How absurd,

‘by the way, to examina on such a peint a witness (Mr. Mack-

T T ey

enzie) who leff India in 1851 ? All the evidence that 1 am
aware of goes to show that there is ndw a superfluity and not
a deficiency of silver currency,

vnot at all follow your argument that the Government
should protect the people of India against the anticipated

-depreciation of silver by preventing its importation, unless of

Vil I.!—-NDP

course we intend to destroy its value by giving up the silver
gtandard. But for this, I ful o see why any one should buy
gilver for more than it is worth, or why the Government should
interfere in the matter at all. '

do L at all agree with you that England gains and Tndia loses
by our present inaction, = Surely you trp here? You say
“gold is fallen in valoe and not risen;”” and yet you argue
that in order to procure the same quantity of gold wherewith
to discharge our foreign debt, we have tosend %ore commodities
than before, Surely your position is wrong one wav or the
other. If gold is fallen in value, surely we have to send, for
a given quantity, fewer and not more commodities ¥ 1f yon
are right and gold is falling in value, we shall have no difficalty
in getting out of our serape, for our great foreign debt will
be reduced. The fact is that, ag worked out in our despateh,
India is more interested in the value of go/d than in that of
stiver. 1f silver falls we haye to settle it at home=—if one ¢lass
loses another gains; but if gold rises, it is a dead loss to the
country ; if gold falls, a clear gain, I shall betoo thankful to
find, that you are right and that gold is fallen ; in other words,
that we can discharge our great debt at home by fewer com-
modities. L guite believe that this will be so Jerea/ter, but I
can see mno evidence of it at present, and no signs of its near
advent,

Pardon this long soreed, which you will perhaps not mind showing to

Sir L. Ma.lleb,

ag containing some of my ideas cn this vital subject.

(i) From Mn: R. B. Cuaryan, o Major-GEneran R. S'rucnmr, R.E.,

1 am sen

381, —~dated 2nd November 1876,
gible that my letter, dated 26th October, must have appeared
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. ense.

UL % The position is indeed in my judgment very difficult; because the

fature depends much more upon what other nations may de, ‘than upon what

' 'we ean do ourselves, except in so far as we can influence other nations,  Still
it would be an important point 1f we eonld only ascertain with some unani-
1 by what would be the best course for us that eventa could 'tuke,~~at what

object we should aim, I should be glad if, as the fruis of all the weary hours
of study and thought whieh 1 have given to this sabjeet, T could contribute

B Cin any way to a solution of even this part of the-problem.,

3, An ideal systam of curreney would be—

(1) the same standard for the whele world ;

(%) the value of this standard invariable, and neither too high nor
| too low ;

(8) and its material saitable.

: 4. The second of these conditions ig, from the nature of the case, impos=
sible; an invariable standard is incompafible with the very eonception of
‘walue, All that we can look foris a standavd that shall keep near to the
- same point in an imaginary scale of value,
“ . b, Recognising the fact that we canunot attain to afixed standard, our
next conclugion is that, notwithstanding that the appreciation of a standard
mueh add to the whole national property, and its depreciation must diminish
it, the depreciation of a standard is less mischievous than its appreciation,
Tois conelusion is the result of the world’s experience, and is not, I believe,
disputad. = The reasou of it appears to be, briefly, that by the de preciation
of the standard the poor and indebted gain, and the rich and the creditor
elass lose ; while by the appreeiafion of the standard, the vich and creditor class
profit, and the poor aud indebted lose. The poor avnd indebted are iouch
more numerous than the rich and creditor class, and these ean bear loss much
better than those, -
6. This conclusion may require modifieation in one aspect, The prin-
oiple of it is true of corporate communities as of individuals. 1f a nation is
rich and has claims upon other nations fixed in its own standard, the depre-
giation of the standard means a reduction of those claims and a national loss
© with a corvesponding gain to the indebted mnations; its appreciation means

a national gain-and a corresponding loss to the indebted nations. T4 is evie
dent that the interest of the nation as a corporation may conflict with the
interest of the majority of its members.

7. Thus ' to take the example of Great Britain, Almost all ecivilised

- nations are more or less indebfed to Great Britain, being in the same case as
India, which owes Great Britain perhaps 18 or 20 millions sterling a year,
As a yast amount of the debt thus owing to Great Britain is fixed in gold,
any depreciation of gold must clearly benefit the indebted nations at the
expense of Great Britain, and, vice versd, auy appreciation of gold must benefit
‘Great Britain at the expense of the indebted nations. 1 have stated in the
Btlr paragraph, as a generally acoepted conclusion, that the depreciation of
a standard is less injurious o a community than its appreciation. 1t may be
open to questin, though probably it ia notiso open, whether this axiom is
also true of the whole world when applied to international transactions, - Lf it
is true, then it wonld appear that an appreciation of gold, while benefiting

L .tﬁnfmjrt@ﬁ'@iﬁntravawsial',- too much confined to .o -refutation of your own
;‘s‘&ﬁa'cea;' aud that you may have received b}ya Ampression that I have no
. suggestion to make on my own part for our exirieation from our present evil



- Great Britain internationally, and nadding to the whole national property,
might yet be injurious to her domestically and it might be diffioult to deeide
whether the iuternational and aorporate benefits compensate the domestic
wjury, ) b i
8. 1t secms quite clear that the effect upon any community of any
change in its own standard of value is quite different from that of any change
in any other standard of value according to which i, may have fized oblign-
tions, ! i ;

. 9. A change in the standard of vaiue of a community may canse painful
disturbauces of the confract relations between the various classes of the
community, and may necessitate difficult, possibly even dangerous, domestie
readjustments ; but it can hardly cause any serious loss of the national

. resources as a whole. It geoms o me that such Joss would Do

I—In the cage of & fall in the standavd of valpe

(a) the diminution of the value of the material of the standard in
the possession of the nation;
(¢) the reduction of the value of debts due by foreigners to the
: pation as fixed in its own standard ; (i
less (o) the reduction of the value of debts so fixed due by the nation
to foreigmers, ' s

I1,—In the cace of a rise in the standard of value, the national loss
would seem to be, conversely

(¢) the increase of the value of the national debt to foreigners
expressed in the national standard ; '

luss (a) the addition to the value of the material of the standard in
the national possession ; and

(0) the inerease of the value of any debts due by foreigners to the

country and fixed by the national standard. i)

In India (¢) would probably be always much morve than (¢) and (0)
together ; and it wonld seem that a depreciation of silver would primd facie
cause no loss of the national resources of Iudia asa whole, and that an
appreciation of silver would be worse for India than its depreciation. !

10, As I have repeatedly argued (I do not know whether I may assume
that you agree with me), au appreciation of gold wounld be an injury to India
as increasing the drain upon her resonrces ; its depreciation a gain, as
diminighing the drain npon her resources, _ _

11, Thus far it seems to me, as I have already said, that India is more
eoncerned with the value of gold than with the 'Valne_ of silver ; that she
" would certainly suffer greater injury from an appreciation of gold than from

a depreciasion of silver, : ; |
12. 1 do not mean to press this view so far as to say that it would be
better for the interests of India that gold should fall in value than that it
should remain steady. Certainly, at least, it would be unjustifiable for
India to endeavour, for any selfish purpose of her own, to depreciate the
standard in which much of her foreign debt is fixed. But I do distinefly
mean to say that India is not only justified in doing, but boun.d to do,
nothing ealeulated to enhanee this standard, and overything that in her lis

to prevent such gnhancement,



i 131& would in my judgment be undoubtedly best for the interest of the
whole world that there should be one comimon standard of value ; and as no such

" 'standatd ean bo unchaugeable, that it should be rather depreciating than appre-

. elating, The first question is whether the establishment of such a standard
_van be hoped for, and what it should be, = 1 have given reasons elsewhere for

" the opinion that gold wonld not prove to besuch a standard, at least nos for

e gold ?

. many yeirs to come.  1f the whole world should adopt gold as a standard the

. consequences would be, in my opinion, so great an appreciation of this metal,
that, apart from all other evils, the indebted nations would become 1nsolvent;
~_in ghort, the thing is at present impossible, The oniy objections to this view
- which Ican conceive are-— !

(1) That in ordev to have a gold standard, a gold currency is not neces-
sary, so that the whole world might adopt a gold standard
without any more gold than at present.

~(2) That the development of expedients for dispensing with the use of
Ji . a metallic currency is guch that the same amount of gold would
now do the work of the whole world, as has hitherto suffieed for
the want of only the few eountries whose standard and currenecy

are already goldy.' .
. " = 14 The first objection is, of the same character as your proposal and
Colonel Smith’s that we might have permanently a geld standard in India
without a gold curreney. In my letter of the 26th October 1 have denonnced
~ this view as an outrageous heresy. . 1 need not travel again over the ground
- which I then took. 'I would merely say further, now, that the objection
proves too much, 1f a gold slandard is permanently possible without a gold
currency, why should Great Britain or any other country endure the needless
waste of a gold eurrency ?  'Why should not the whole world betake itself to
~ paper with a “ cours fored 7/”? and what then would become of the value of

{ 15. Gold and silver derive their value altogether from the demand for
. them for this very wse ag enrrency, if there is no occasion so to use them, if,
as some wild theotists argue, énd as even you seem to argue, there is no
occagion for the eurrency to represent the standard by any value of its own at
all, then, as soon as this is perceived, the value of the precious metals  will
collapse, and they will be no lunger fit to serve as standards of value. The
argument is enrions ; it is only because the precious wmetals must be  used for
curreney that they have that value which qualifies them to serve as standarde, '
16. As to the second objection, however much expedients for dispensing
with the use of metallic money may be developed, there must clearly be a
{mint beyond which such expedients eannob go. The Irishman who thought
‘that, by depriving his horse of an oat a day, he would gradually accustom
~ him to live upon air, discovered by practical experience that there was a

' fullacy someswhere in his logio ; and so with this currency question: it may

- bo difficalt to say to what point the stock of standard metallic currency
 peoessary for the want of a counbry can be reduced without financial collapse;
_ but it eannot be doubted that there is such a point, and indeed that there is
not wanting evidonce to show that the reduction bas in some countries been
alveady carried nearly to, if not below, starving point. It may be that on
the whole even Great Britain loses by consequent commercial erises af brief
intervals, more. by her economy of the standard metallic currency than
* France does by the vast dead weight that she carries iu: this form,

17, But if gold would not serve for a cosmopolitan standard of value, is

X
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there any other standard ypossible or eonceivable? 1 believe myself that,
strange as 1% may appear at first gight, silver would be a better cosmopolitan
standard than gold, but that even silver would fail by reason of its. nsuffi-
~ clenoy. My own conviction ig that the bi-metallurgists are, after all, right,
and ‘that the proper cosmopolitan standard wonld be silver, with gold as
. an alternative at a fixed rating, ' LR '
' 18, The wusnal objections to such an alternative standard are of preay, if -
not of overwhelming, weight as agniugt its use by a single eountry, To give
to the debtors of a single country liberty to choose whether they will pay their
delts in one metal or the other, would be at least wnfair in the case of all
previous coutracts, and might go far to deprive the country for the future of
any proper standard at all, But the case woald be very different if the
system applied to the whole world, for then, clearly, the relative values of the
two wetals could never vary by more than a bair’s breadth, Ths valne of
both the metals arising entirely from their wse ‘as currency, it follows that,
it the whole field of the world were open on fixed relativé terms to both, ove
could never lose or gain value much without immediately causing the same
effect uron the other. 'Such a standard, if applied to the whole world, would
in truth be not really an allernative, but a éomposite or compensatory standard,
the valne of which would be the value of both metals as a whole, a value ob-
viously less likely to vary than that of either one of them. Moreover, the
value of the two metals together is move likely to fall than to riss,
19, Indeed, it is perhaps a somewhat weighty objeotion  to such a com-
_peusatory or composite standard, that the material of it may be as much too
abundant as either gold ‘or silver alone would be too seanty. I am not
prepared to deny that there is some substance in this objection ; but 1 can
conceive no standard to which one objection or the other would not apply,
and, for reasons already given, this objection is much less important than the
other. Speaking generally, there seems good reason to think that if there
were but one stanird in the world, some congiderable appreciation, and a
much more considerable depreciation, of it conld be borne without attracting
any attention or cansing any real inconvenience or any substantial injustice.

20. I think, ‘then, that if it were possible to establish silver as the
standard of value of the whole world, with gold rated as equal to 153 times ite
weight in silver, or at any other suitable relation to silver, the whole Currency
difficulty would Le solved, and I think that India or any other couniry inter
ested would be well justified in promoting the adoption of such a COSINOP e
litan standard, b i bl g -

%1, But it you ask me whether 1 think that any such cosmopolitan
standard is really practicable, I am obliged to answer that 1 domnot. There
is only one country that would be able practically to induce the nations to
agreo to such a standard, and she_could indeed cormpel such an agreement if
ghe pleased. ' Tepeak of course-of Great Britain, Hub 1 despair of Great
Britain underetanding that such a cosmopolitan standard would be to her
advantage ; though I am sure thas, all thinus considered, it would be so,
notwithstanding her largs claims upen other nations wow yaid in gold,  Of
course no nation can be expected to adopt, from mere eonsideration for other
nations, any course that she does not think for her own interest !

22, What, then, is practicable 7 = Next to a cosmopolitan standard, the
best thing would be a standard used by as many nations as possible. ' Even
though (Gireat Britain and Germany shonld hold aloof, the adoption of a silver

gold standard by all the rest of the world would go far towards the accom-
plishient of the oliject in view, viz., the cstablishiment of a stable and suitable




. standard,  If the use of gold as a sole standard were confined to Great

. Britain and German ¥, its value could not rise ; and the admission of silver as

. the standard of the rest of the world, conjoinfly with gold, would, I believe,

. seeure the value of silver and gold alike against undue depreciation, Ay

0 R8, Ts i6 pogsiblo to obtam an alliance of this kind ?. Doubtless it isa

. dazing scheme and may seem wild, to the limits of insanity, but still there are
reasons why it is not aitogether beyond hope : H

1) Tho interests of all the indebted nations in this matter are the
. 1 'same, wiz., that the value of gold shall be depreciated rather .
. than appreeiated.  You -will find the list of these nations on
the 12th and 18th pages of Seyd’s ¢ Fall in the Price of
Silver,”! America, with her usual acuteness, has for some
. time past begun to perceive Aer inferest in this matter, and
1. even gone the length of seriously disoussing the idea of adopte
ibg a silver standard and currency., She is the only one of
them all that, at the moment, could -help us wuch; hut the
it . support of the others also wonld be very important,
() France among the wealthy nations has great interests in the samea
" | direotion, ' Happily or unhappily. for us, she holds 88 wmillions
. sterling of silver, and althongh her debt is held*at home, it i
. heavy.  Moreover, a strong party  among the French econo-
.mists shill advocates the alternative standard. There is cer-
i .. tainly room for negotiations with Frence,

. (8) If seers to me that France, Amervica, and India ought to agree
. upon a common course of action, and that if they did so,

important results would follow to India, :

. 4. 1 confess that I contemplate with dismay the consequences o India
il we are. driven to adopt a gold standard and a gold eurrency. I have said,
- indesd, that in my judgment we cannot dream o§ doing permanently without
8 gold eurrency if we have a gold standard, But I percsive that we might
be long indeed before we could attain to a gold earreney, and that the country
would be sentenced indefinitely to the intolerable evils of au inconvertible
enirency, ascompanied by the tapid appreciation of the standard in which her
great debt g doe; ' P TARRL i e | ! ! B
P 2b. H re, then, is the upshot of my investigations so far :

(1). The best thing that could bappen for India would be the adoption
. by the world of what 1 have called the compensatory or coms
: posite silvar-gold standard, - ' : R
. (8) The next best thing would be that as large a seetion of the world
a8 pussible’sbould unitein the adoption of this standard,

A The firet desideratum is, perhaps, absolutely out of our reach, The'

- second is not go absolutely beyond hope ; and I think that it is at this that we

should aim, and that nothing short of this will really help us out of our
"d_iﬁcu_lty'_ M ' ] : ML i

26, I know that you will give patient cousideration to what I have

paid, even though you may not find it convinoing. I am myzelf strongly of

opinion that there 18 no. sound alternative to the course I have thus recom-

mended, " AR il
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(iv) Frou Maror-Gunenar R. S,'EBAGHEI, R.E, Q.S' L, fo Mz, R, B,
Cuapdian =-dated 28tk November 1876.

¥ have to thank you for your two letters, I think it doubtful whether
1 can take on myself to prepare a complete essay on the subjeet of Indian
currency ; and wishout something of the sort it would not be easy to trace
out the way in which our divergenae of opinion arises in a complete way.
But on one important point the cause of difference is apparent enough ;
~and, as it lies on the surface, I can deal with it by itself. You say it is a
pernicious heresy, or something of that sort, to propose a gold standard with-
out a gold currency, and go on to argue that, if we take the standard we must
replace the silver with gold also, Now, without going into a theoretical
discussion on such a point, 1 at once rvefer you to facis. In Scotiand one-
pound notes are universally used in preference to, and in practical exclusion
of, gold coin, 1If dirty, very dirty, pieces of paper can thus become the chiof
element in the circulation of so highly educated and thoroughly practical
people as the Scoteh, why may not silver money remain in cireulation in India
on as favourable terms ? The reason that the one-pound note is accepted, as
1t 18, in Secotland, seems to be that the people are accustomed to it ; that it
has been judiciously limited in its issme to. what is really wanted for the
convenience of the community, and that, in practice, the persons who use it,
find that 1t will buy as muck as o sovereign in gold in the places wleﬁg they
I have to use ¢f. Any one who takes a Scotch
,xﬂ‘ﬁﬂfgfﬁﬁf ,%j‘.ﬂgi’,?gnfn“;’fﬁj‘ai"; one-pound note to Bristol will find that it
at any time: the parallel fails en- has mof retained its purchasing power, and
tirely in my opinion, - he will abstain from taking such notes out of
B.B.C. ' Seotland, But, for all this, the Scoteh note
is a representative of a value based on a gold standard. A somewhat analo.
gous state of things exists in France. The b-franc silver pieces ave received
I beliave the present state of the ?’b | g with gold coin, though ﬁhey e
Prench coinage quoad the silver 5. intrinsically less valuable, and though no
franc piecos to be absolutely unsound, one can demand gold coin in exchange for
and that it cannot last, But a sgilver coin. If Todia had a rapee silver
’;‘i’[‘t?:f"g"‘ff‘;z‘:z*?gi:;’g ‘;‘; i&;iﬂ{if currency baged on a gold standard, 1t would
Yok would be a‘f;l,y Tilforont affaie  be placed, in respect to such coin, just in the
R B. O game position as Scotland is as to 1ts one-
“77 77 pound notes, and France to its H-frane

pilver pieces. The rupeé wight be comparatively worthless for esport, though

it should retain its full exchange value for home use,
1t geems to me that you have adopted your conclusion, that the gold

standard must be followed by a gold coinage, from omitting to give proper

weight to the circumstance that the expors

Ségtgl? 33::‘;”’\:;3 mr‘]g:‘;s ::;?.B o 3 value of coin i of vory secondary imports
R 5.0 once, and may (as in the case of Scotland)

"7 have no effect at all on its domestic value.

1f silver rupees were frequently requived by all classes of society for the
purpose of making remittances to foreign eountries, the position would
possibly: be one that would be incompatible with a system such as we have
proposed, and the public convenience would in such a case demand n larger
gold currency by help of which the needfunl external payments could be made.
But we know that there is nothing npproaching to such a state of things in
India, and that in fact the remittances of bullion from India are very rare
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 and on a small scale. For MY'-_.I’?G.”“", purpose, the oause of this is ine

material, | : _ B
. In fack, when we talk of changing tho standard in India to gold, we

® But you canmot do this with- Mean not that weare going to alter” the

out, ipsa fueto, ontively albering the  value of tho rapee, but simply thati we refuse

yalue of the rupee. to allow any more rupees to. be made with
' R.B. G silver at a cost, say, of 15, 814 in gold, and

that we requi’re.- that they shall be made nominally in gold at & cost of, say,

't You omit the important ques- 18- 104d. We argue that, from  causes
. tion 'whether the present 1s. 834. is  Which are irrelovent to our discussion, it has
not really a8 valuable s the old suddenly become possible to make for 1, 844,

1y, 10§,
G B - RB.C be made for 1s 1044+ and that we find it
inconvenient to permit this, and determine to stop it. It ig wholly an Indian
question how we ‘regulate our rupee, and we shall do it in Indian intercsts
. wholly, If we allow rupees costing those who make them (and virtually
import them from England) only 1s. 844. to be brought infio the country
x.WhyP'Who will snel pioula ~without linr}i't, the‘reault ?vill. be tha_b the
" to take more than they want P ~ quantity will soon increase in excess of the
R.B.C wants] of the people as measured by the
- . value of rupees, as it was two years ago.
i : E. B C, Further, we see no reason why we should be
compelled§ to sell vupees at ls. 844, for which we could get two years ago
1s. 1044, solely becauso the cost of silver in the London warket is less, Wae
do not desive to make it more difficalt to supply rupees to India than it was
before the tall in the value of silver; but we must take steps to prevent the

" § Who compels you P

' violent changes in the sum we can get for our rupees that arises from great

"1l Yy o silver; hnd ot of gold; g};lctuabipna in the lvalue of silver, ||'. and
3 h o B8O erefore we cannot allow more silver rupees
- " to be made at the present low rate. The
whole of the arguments that apply to the Government in relation to its
transactions apply equally to that very important class of persons who have
to make payments in England from,].'ncfia. These are the persons who
supply English capital and intelligence to India, and to subject them to the
unoertainties attendant on the present system of coining rupees is fo dis-
courage them greatly, To the people of India, as a whole, the process of
introducing efeap rupees in exeeptionally large quantities is simply equivalent
4 Certainly, if possible. to bringing about a general depreciation of

_ R.B.o,  the rupee, which is eertainly a serious incon«

 prevented, if possible.q]

& rupee which two years ago could only °

. venienee, and one that may properly be

here is 0o reason at ﬁ_!l to suppose that the adoption of the gold .
standard will interrupt the natural and healthy flow of capital to India; on |

the cqntrary,., 1t will rather aid it, by remoying the financial inconveniences
due t6 the silver standard, :

I am unable to see how such measures as {hese should affect the

The vesabn i1a" that Jou_exnnot domestic vaiue of the rupee, or why any one -

take these measures without ipso should find it mecessary to have gold coin on

| Jacto raising the value of every ex- account of guch changes who got on with-

isting rupee to that of the new

standard whioh you Tobrtdnsdn. out it before unless it be one of the people

. who wishes to introduce more money into
R.B.C. India, and be ex-kypothess geta his gold,




8o fav as T oan see, there ave only three courses open to the rupee after
the gold standard has been adopted ; Is#, it may remain unchanged 1.
domestie value ; 1 have no concern with the export or bullion value: 2nd, it
may become more valuable ; 974, it may become legs valuable,
At can only hecome more valuable by the supply not being sufficient to
meat the demand. This must be remedied by additional eoinage. A com-
pletely automatio process can be adopted to prevent this appreciaison of
gilver, Let it bo declared that the Government will always give in exchange
% At what wate P Obviously this  £0r gold eoin an equal valne of silner ooin* .
1nte will hevonfter vegulate the value  Thus if silver coin is wanted, it will be go

of your silver aoin. _
R. B. C.

an equal quantity of go/d being withdrawn ;
so that the fotal guantity of currency is

uncharged, The converse of this rule will prevent the depreciation of silver.

¥ Quite so, bﬁk'}rour unit of value .

rogulating  every contract, past as
woll as fotuve, will, hereafter, be
the new gold unit, The vital ques-
tion is, will this be just to debtors P
Will it not' yevolutionise the rela-
tions of society P |
R.B. C

No silyer ¢oin should be issued, excepting m
exchange for gold coin. "The regulation of
the fo¢al amount of the currency will depend
on the introduetion or export of gold, and
will be left quite free.t The foial quantity
being thus kept at a proper level, that exact
quantity of silver and no more will be coined

NG : . that is vequired for the public, and, as before
said, the simultaneous withdrawal of the gold given in exchange, which will- *
pay for the silver for coinage, will prevent any excess in the total amount of
eurrency ariging from the issue of silver., _ e :

The Secretary of State would sell his bills for. gold or silver} at the

¥ In omitting 1o fix the rose, you OPtion of the purchaser, the same rule being
omit the essential point of your pro- applied to silver, however, as before stated
posal. Hia i that no additionael silver coin shall be issned,

Wk iz _ : . not even for the Government, without a cor-
responding withdrawal of gold..

It seems probable that no sueh change of the habits of the people will
take place as swould lead to any sudden desire to get gold instead of silver
‘eoin, sach as would cause a depreciation of silver of a fanciful nature. Any
collapse of Lusiness which alfected the country on such a seale as to make the
ourrency generally redundant is not a very likely thing to happen. We know
that the additions to the coinage have been going on steadily for many years
and it is more than likely that the stoppage of the silver coinage for a time
would suffice to meet any tendency to execess. e : ;

1 have thus written more than I had intended when 1 began and 1 will
not o on any longer, except to say that I cannot think it worth while to talk
of joint action with other nations as long as England holds the sort of
ppinicns commonly received here on these subjects, TFven to the limited
extent you name, I don’t think it in the least possible, Nor am T able to

It differs fofo ealo because I fig a
rate and allow frea coinage of either
metal,  Bot I quite see the extremo
diffioulty of any internationnl agree-
ment ; aod that in its abseoce we

_may be compelled to go to gold at all
hasards. i
I’ﬂ Ba _Ca-

What we require ie protect

gee that it would be particularly useful to
Tudia. For domestic purposes we can have
a wold-silver currency, such as you speak of,
and which does not really differ much from
what we desire, whenever we like ro take it.
And for external use it seems to me that it
is a matter of indifference what we do; onr
bullien fransactions are so small. i

ion against the depreciation of our eoin by

the action of the world oatside of India=——protectiop, 1 admit, against. thet-



: whloh we have unfortunately done ourselves, or have armed others with the
'\ power of doing, while we have not been wise enough or courageons enough to

B deprive them of the power whén it began to be exercised to our injury.

That silver is again going™up in value is good Inck no doubs, if it will |

| * Thig is v'é'ha:t. I believe to be out

. of the qguestion. We oanuot, ulti-
roately, dispense with a gold coinace,
ov. anoid withdrawing owr existing
‘gilver ooims,  This loss must be

borne : whether by the tax-ﬂafam or
0

. by these who chance to hold the
ooins, is & subsidiary question, and,
- looked at breadly, comparatively, of
minor importance, RIGENTI
& I b b Rl. .Bl cn f
But every one koows that the
power of converting it is there, The

‘value of the paper depends upon

this knowledgo. :
R. B, G

go tip high enough again; but if i sticks
where 1t 19, it will rather be an additional
difficalty, 1 think. However, whatever
happens, I am equally satisfied that we have’
to geta gold standard as soon as possible,
withouw! a gold eoinage® however, other
than one that comes into existence by slow

- degrees.

P.§~~0n looking at your letters again,
I am led to add a few words. It seems to
me an, error to suppose that what I have
called the domestic value of token money ig
necessarily dependent on its counvertibility
into standard money. No doubt by making

‘token money convertible, you ensure its

retaining its par va,lu,é with the standard; but the converse does not hold,

| The eritorion in the downward direction is the relation between the supply

~of the token money and the demand for it, The evidence of this in fact, is
coroplete. French paper money for the last two or three years has heen
ingonvertible, but has remained at par with gold. = The 6-franc silver
coing the same. So the limit of depression of value of inconvertible
paper is regulated by the degree of excess issue. Quite lately, for in-
stance, Austrian paper woney énconperiible had a much better exchange -
. value with England than the rupee, the nominal intrinsic value of the rupee
and Austeian ideal silver flovin being considered. The export value of the
rupee was depreciated for a. time by reason of the facilities given by our
cotning law for making rupees with cheap silver. No such facilities existed
for making Austrian paper, . = | |
1 therefore hold that, so long as the total quantity of rupees curvent in
India is not in excess of the wants of the country, there will be no deprecia-
tion, whether the standard is silver or gold, and that the stundard, in fact,
~ does not affect the gquestion. - iy : i
. Again, I object to your expression, to the efféct that the Mint Law will
" be violated in a dishonest way by changing
: the standard, or that the legal reguiation of
. is posgible than a Aaed quantity of the guantity of silver in the rupee had any
 some substance " . other intention than to sccure a permanent
R.B. 0, domestic value to the coin. It certainly
was never contemplated that a fzed quantity of silver hffwi.ug & constantly
 fluctuating value shonld be taken as the legal standard coin. Experience
gshows that silver by its fluctuations in value can bring India into serious
“finaneial trouble under the existing Currency Liaw, in consequence of our
large obligations to pay gold in England ; and we claim the r'ight to get rid
of the inconveniences thus caused by closing the door to the importation of
. gilver rupees, and regulating the cost of the rupee to those who want to
import i, in relation to gold, which is the metal used for the standard of
value in external transactions of India, on which we are practically dependent,
The object in view cannot be attained by altering the guantity of silver in

Oé.b you gusrantee gold a'ga.iﬁsﬁ
Huctuation P What other standavd



: i the rupee, because with every ﬂuctuatlon*

yo: E}i"’guﬁ;’a:&‘;‘:"tﬁt: e‘;‘;‘;;z‘; of tl}m cost of m}verﬁn Englaud the cost of

supplying rupees will continue to vary, ¢m

i i golc angit R. B. 0. relation to gr;ld which is the thing ﬁ"; be
stopped.

India, its Government, trading community and people are in the position

_ of a corporation that owns all the rupees in

rugeeﬁwﬁnd“‘;ﬁff?ﬁfti‘ﬁ?s gmn the country. At present any one can get

and, though it is. doubtless an evil LUpees introduced as bullion, thus forcing

that the standard unit of value down the selling value of the rupee reckoned

- should be depreciated, it would be a in gold, which it is to the interest of the

 much greater evil that it should be ' sgrporafion to maintain, though éndividuals

appreciated. ®.B o, have an interest in the opposite direction,

| " If you can satisfy we that the geuneral

énterests of India ave. not sach as L'state, I shall have no ground to stand

upon, and shall be prepared fo let silver take its own road. But_ youw do not

argue this,

(v) Reply from R. B, Cuaryman, Esq,

1 am sorry to say that T cannot at all agree with your letter of Novem-
ber 28th ; but it is impossible for me at present to answer it at length, ' 1 will
only remark (1) that I can admit no analogy between the convertible and
rigidly (arbitrarily) limited Scoteh notes and the inconvertible metallie Indian
notes which you contemplate; (2) that I consider the existing state of the
Fyench currency absolutely unsonnd : the silver 5-franc picces are, in faot,
 here also, #nconvertible notes ; 1 do not believe that they can be maintained
~unless France reverts to the compensatory standard ; (8) that I do not beliave

in the distinction which you WOIJICF draw between domestie and JSoretgn value,
Surely value is cosmopolitan, not local, g0 long of course as ingress and egress
are free. Your domestic walus would  be entirely arte jwsal and, therefore,
most dangerous. 'The real question of principle, however, remains to be
argned,~“ What are the objections to a permanently inconvertible cur-
rency ?”w=for this is what you advise. I have no time now to, as you say,
write an eéssay upon it, which, to be complete, must probably be long ; but I
will just say that, to my mmd, your proposals violate the first pl‘lnclple of a
sound systern of currency, which is that the State shall not interfere at all,
except in. order to save trouble and promote the publie convenience, to ce blfy
that the thing is what it profeeses to be: that, .g., the disc of gold known
as a sovereign does contain 113'001 grains of pure gold. 1do not at all
‘balieve that our currency troubles are over, though they may nob recur this
year, and, sooner or later, I expect o have to grapple with you and Sir Louis
Mallet and Colonel Smith more closely and completely upon the subjeet.
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LoTiffect of the fall én the price of silver on trade and remittances and
i i _ on prices,

The fall in the value of silver measured in gold dates from November 1872,
- For 22 years hefore that date, the price 1n London of an ounce troy of standard
silver had never heen below 604., and for 18 years more, iv had never been
below 694. In the ealendar year 1878, the average price was 59:224., the
lowest price (18th November) being 6714d. In 1874, the average price was
68'87d., the lowest price (31st December) being 5744, In 1875, the average
price was only 56°764., the lowest quotation being (on the 3rd June) 654d.
In 1876, the avarage price fell to 3'084., the lowest quotation being (8th July)
47d. ; sales wore reported even as low as 464. The recovery from that lowest
. depression, though it may be temporary, has been rapid; the highest point
since attained being (18th Janvary 1877) 6884, !
; The statistics of the Foreign Nrade of Indin (exclusive of treasure) during
this period are as follows (in crores and lakhe of rupees) 1= :

From 1st Mareh to 50¢h April.

: ! 187374, 187476, 187576,
Xxports o v . . ‘ o 5496 66'81 5804
Imports . . . . . . 3184 34-64 3707

‘Net Exports + . 2332 2167 2007

. From 1st Apmi to 30th November.
_ : R e 1874, © . 1875, 1876,
lixporte 1§l RS e T gaee 84:09 85'90 3793
Daiparter 5 R ana g U adag 92:64 2952

Net Exports . . 1217 1186 1326 1541

- These fignres show a slightly accelerated growth of the export trade, and
‘an interruption of the growtb of the import trade, the resuit being, especially
in 1876, a considerable 1ucrease in the value of the net exports. 1t 18 to be
remembered, however, that important alterations of the tariff values and of

o the customs duties were made in the middle of 1875, the effect of whieli upon
. trade it is difficult to discriminate. But, probably, the interruption of the

. of silver relatively to gold.

growth of the import trade may be attributed, in the main, to the depreciation

* This was a small despaloh forwarding the note.




The silver prices of imported goods in India, as will be seen presently, bave
not risen ; and the cireurnstances wounld appear to bave been unfavourable fo
importers, It is understood, however, that on the whole, the import trade
has not latterly been unprofitable, The total value of cotton manufactures
(the most important of Indian imports) imported into India in the first eight
months of 1876-76 shows no decrease as compared with earlier years, The
figures are ag follows, in rupees, omitting 000 +-—_ -

st Marel to 80tk April.

| 1893-74 il 1874-_75.'. JBMG. j
16,16,7 16,26,36 16,42,89

1st April to 30¢h November.

e ¥ AT R 1 1970,
11,8410 12,0656  11,80,70  12,18,51

The increase of exports is the more remarkable in that it is contems.
poraneous with a sevious contraction of the value of exports of raw cotton, the
most important of Indian' exports. The figures are as follows (omiiting
000) 3— ; r i

Value of Raw Cotbon erported from India—

From 1st March to 50tk April.

1873.74, 167478, | 18%6T6,

itsr L AR RS R R (0 6,600 5,010
Value in Enpees g . 18,21,62 16,26,73 18,25,90

- 1st dpril to 80¢h November.

1873, 1674, G T 1876,

PRI L 3 5,652 3738 . 8264
Valuoin Rupees . 880,08 99846 10092 | 816,82

The following table shows the exports the value of which has increased in
18786 ; the values of the same exports for the last three complete yoars ave
prepared. The develepment of the exports of colfon goods, wieat, seeds, sugar
and Zea has been favoured by the fall in sterling exchange. The export trade
of the past year is stated to bave been very profitable to all concerned, includ-
ing the producers. - { '



Pabue of Boports which show smprovenent in 1876 comparsd with 1675,

[ 1 Rupees, omitting 000. ]

] DURING WHOLE YEARE, PROM | DURING BIGHT MONTHS, FROM

bt 1gr APrin To 3187 ' APRIN TO NOVRMBER
AN R Maroits | INCLUSIVE,
Arlicles. AR SR b
| 1 . r T ——e 4
1878-74. | 1874-75, | 1875-76,| 1898, | 1874 E 1875, | 1876,
Re. . Ra. Re. Ra.' Ra. “Ra, Re,

00 Gotto, Manufactures of 4 | 52,261 5004 | 65,90 ( 83356 | 52,50 | 41,04 55,54
U afie s v el TaBAs | 1,80,88 | 163,70 | 60,07 | 63,861 55,68 | 61,03
R dige s LTl (aBes | obnes | gsmeal 6626 | 3382 | 8178 | 48,0

Climheat s e v ol sume| o a00s| 00101 8988 | 88,67 | 6559 | 1,265

L) Hidos and Bkins (Avessed or | 6347 | 50,58 | 1,19,01 | 44,98 | 30,24 | 7399 | 95,24
ey A |

| Juls (Raw) and Gunny Boge | 3,692 | 8,48,08 | 8,95,65 | 2,10,74 | 2,34,16 | 1,79,82 | 231,55
0o e 18409 | 19570 | 11,14,84 | 7,20,57 | 7,85,97 17,3147 |8,38,86

a Qd" IS ULy ! i _2,33,14 1 8,23,59 5‘16'20 1.51,29 1,88,75 | 5,42,79 6,0\_1:,43
SlEugar .0 0 Ll aaas) | osnoel | 25381 16,88 96,64 | 20,96 | 41,49
I L0 O k09 | 1,08,74. 1 19,16,64 | 1,17.54 | 1,02,58 | 1,48,71 | 1,85,11

o Wool(Raw). 4o ul o o93,830 9500 1,0942| 5880 | 6547 6802 72,99

U R e vt - - 3 - I s

'-."--';:Si‘i'tff:wla_:._ A R R 1% A (R R T3 3 B T R W B X

s

e,

, | ' The appended Table A contains the statistics of the net imports of treasure
" during 1878-77 and in previous years. The amount 'of Government bills drawn

. apon India and the amount borrowed by the Government are also shewn in
. thig Table asillustrating the subject, The exports of gold exceeded the im-

. ports, for the first time during the nine months April to December 1876. This
- unusual phenomenon continued during the five moniths June to October, and
. must apparently be attributed to the relative values of gold and silver not

~ baving varied in the same proportion in Tndia as in other parts of the world.

. As to remiftances, the rate of exchange has necessarily followed closely the
- price of silver. There is reason to believe that the alarm felt in the eaxly part

B of 1870, as to the futdve value of silvex, led to Banks and others making

 great efforts to withdraw their capital from the East to the West, and that

i . this movement may partly explain the extreme depression in June and July
1876, The retransmission of eapital to the East on the partial restoration of

. confidence, may explain the rapidity of the subsequent recovery in the  value
' ofsilver and of the exchange with gold.

. Two other Tables, B and O, are appended to this Note showing the varia-
. tioms in the prices of the chief stapls comwmodities at Bombay and in Caleutta
. sinee the beginning of 1873.

1t will be observed— .

0 (1) That with the exception of spelter and gold, the prices of imports

" are generally lower at the end of this period than they were a¢




