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PREFACE 2% —

A Moxerary Crists of the most momentous gravity
has arrived in the affairs of India. It has been
brought on by a series of measures showing the
grossest ignorance of the rudiments of Economies, by
suceessive (rovernments both Company’s and Imperial,
which have brought India to the verge of bankruptey.
The Government themselves describe the state of the
country as ‘“intolerable.” Now as the errors of
these measures are as glaring and blazing as the Sun
of Calcutta at mid-day, it is perfectly possible for the
present generation to undo the unwisdom of its
predecessors >

The present Tract is an endeavor to show how
it can be done

The present Monetary System of England is
founded on the experience of centuries, and the
unanimous arguments of the greatest Feonomists for
200 years

It is the most perfect Monetary System ever de-
vised by the ingenuity of man. It is now being
adopted, with perhaps some slicht modifications of !
detail, by the most powerful and civilised Govern-
ments in the world

The obvious thing to be done, therefore, is to
bring the Monetary System of India into harmony
with that of England and other civilised Govern-
ments, and so to improve its commercial relations
with the majority of other nations
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This Tract is divided into two parts—

The first treats of the means of restoring its
ancient and immense Gold Currency to India which
it possessed for thousands of years hefore the fatal
1st of January, 1853, when it was demonetised at a
moment’s mnotice by Lcrd Dalhousie, the most
astounding coup de finance in the history of the world,
and establishing it on solid and permanent foundations
for ever

The second treats of the extension of Banking
and Paper Currency. But these need not be brought
into operation together, because the Gold Currency
must first be firmly established before the measures of
Banking [ suggest can be carried into effect

There are but three courses that can be suggested
in the present unfortunate state of the Monetary
System of India—

1. To introduce Bimetalism

9. To reopen the Mints to the free coinage of
Silver ‘
3. To comply with the unanimous desire of
India in 1864 that the Sovereign should be made the
Standard Unit throughout the British Dominions in
India

After coquetting with Bimetalism for 30 years,
in defiance of the weighty and unanswerable Minute
of ‘the Governor-General in Council in 1806, the
Government have now finally abandoned the vain
chimera of introducing Bimetalism into India either

L



vil

by an Act of their own, or by International Agree-
ment \

They also absolutely reject the proposal to reopen
the Mints to the free coinage of Silver as that would
bring instant bankruptcy on the country

There remains, then, only the third and last
course—to restore the ancient Gold Currency—
which the Government have now declared their
resolve to do
A cry has been raised by some persons who are
not altogether disinterested, that the Government
policy is * tampering with the Currency.”  But all
the Monetary troubles of India have been brought
about by unscientific “tamperings with the Currency”

When the East India Company in 1818 changed
the ratio of their Coins, and violently forced the Silver
Rupee as unlimited Legal Tender on Southern India,
whose Currency had been nothing but Gold from the
earliest antiquity, they most decidedly *tampered
with the Currency

When in 1835 they gave up the attempt to main-

tain Bimetalism as hopeless, and made the Silver
tupee the sole unlimited Legal Tender throughout
India, and made the Gold Coins receivable at their
market value in Silver, they again * tampered with
the Currency ”

When on the fatal 1st January, 1853, Lord

Dalhousie at a moment’s notice and with a stroke of

his pen demonetised the whole of the immense Gold
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Currency, he ** tampered with the Currency ” with a
vengeance

As fow of the public are well informed about
Indian Currency, I have given in Chapter I. a history
of the causes which have led to the present perilous
condition of Indian Finance, which will enable them
to diagnose the disease

Some persons have been frlohtened at the supposed

ast sum required for restoring a Gold Currency to

India, but I have shown that it is very gre atly inferior
to what may have been anticipated, and that 1t may
be obtained many times over in India itself without
resorting to any other market for a single ounce

Tt is imagined by a not 1ncon\ulcrﬂ)lc number
of persons that Silver only has been the currency of
India from time immemorial and that-the natives are
attached to it. This is, however, entirely erroneous.
Silver was first forced upon the entire native popula-
tion by the Company in 1818, and it was only n
1853 that Silver has been the exclusive currency of
India in conzequence of Lord Dalhousie demonetising
Gold. The natives themselves greatly prefer their
ancient standard, Gold

As then the comsequences of preceding Govern-
ments having forced an exclusive Silver Currency on
India have been found to be most injurious to the
hest interests of the country, it only remains for the
present Government to undo the errors of their pre-
decessors, and to restore the ancient Gold Currency
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and to make the Sovereign the standard unit in
accordance with the universal demand of 1864. T
venture to hope that I have shown that it can be
done with great facility if undertaken with a resolute
will and a firm determination. There can he no
Monetary peace in India until it is accomplished. It
will be one of the most momentous Economical
events of the nineteenth century, and it will start
India on a new career of prosperity



NOTICE
The Indian Government has now firmly resolved
to restore a Gold Currency to India, which it
possessed to an immense amount from time imme-
morial until the 1st January, 1853, when it was

totally demonetised by Lord Dalhousie

I have for years been urging the Government to
restore its ancient Gold Currency in India as the
only possible means of putting an end to the Mone-

tary troubles which have so long afllicted that country.

I was requested to submit to the Indian Currency
Committee a Scheme for carrying this purpose into

effect, an outline of which is contained in this work

But in laying my views before the public, I have
thought it expedient to prefix to the Scheme a
succinet statement of the causes which have brought
on the present Monetary Crisis, in order to render it

more generally intelligible

This little work is to be considered merely as a
general outline of the subject, in which I have set
down in methodical order the points which will have

to be fully discussed in detail



INDIAN CURRENCY

CuarTer I

CAUSES OF THE PRESENT MONETARY
CRISIS IN INDIA

Bimetalism

1. Medieval princes conceived that it was part
of their inalienable Divine Right to alter the weight
and name, and debase the purity of their Coin as
much as they pleased, and to compel their subjects to
receive the diminished and degraded and debased
Coin at the same value as good full-weighted Coin,
This was termed morbus numericus

Charlemagne established the system of Comnbge
which was adopted by all the States in Western
Burope. TFor some centuries the Kings of France
preserved the original purity and weight of their
Coins.  But about the beginning of the 11th century
they greatly diminished their weight and also
debased their purity. This for several hundred
years produced the most terrible distress and com-
motions and political disturbances, and drove away



foreign trade from the country. In 1366 Charles V.,
surnamed the Wise, saw that the only way to restore
prosperity to France was to restore the Coinage to its
ancient weight and purity. He referred the whole
matter to Nicholas Oresme, one of his wisest and
most trusted councillors, afterwards Count Bishop of
Lisieux, who, in answer to the réquest of his Sove-
reign, drew up his now famous treatise « 7raictie de la
premiére invention des Monnoies.” This is the first
great treatise on a question of Economics, and has
only been brought to the notice of Kconomists in
comparatively recent years. It now stands at the
head of modern Economie literature :

2. Poland,which then comprehended the modern
Prussia, was afflicted with the same evils. Copernicus,
who was a member of the Prussian Diet, had long
been complaining of the evils brought upon the
country by the degradation and debasement of the
Coinage. Sigismund I., King of Poland, determined
to redress these evils, and applied to Copernicus to
aid him. At the instance of Sigismund, Copernicus
drew up in 1526 a masterly treatisc on Money, which
he entitled ** Ratio Monetee Cudende,” which has only
been discovered in the present century, and is
included in the magnificent edition of his works

»published at Warsaw in 1854. Copernicus had no
knowledge of the work of Oresme, written 160 years
before his time, but the prineiples he laid down were
ahsolutely the same

[



8. The early English Sovereigns did not
diminish or debase their Coinage, but they suffered
vast quantities of base and degraded Coins to remain
in circulation, and consequently all the good and full-
weighted Coin disappeared as soon as it was issued.
from the Mint. Edward I. was the first to diminish
the weight of the Coin. He coined 243 pennies out
of the pound weight of Silver, and by successive
diminutions the pound weight of silver was coined
into 744 pennies by Elizabeth. The instant dis-
appearance of the good Coin as soon as it was issued
from the Mint was the subject of repeated debates in
Parliament for several centuries. It was an inserut-
able puzzle to the Financiers and Statesmen of those
days. They conceived that the people were inspired
by the Evil One to prefer the bad Coin and to reject
the goed.  But they had no Oresme or Copernicus to
explain it to them, and the only remedy they could
devise was to enact severe penalties of mutilation and
death :{guiust those who exported good Coin, which
penalties were wholly ineffectual

At last Sir Thomas Gresham explained to Queen
Elizabeth that good and bad coin cannot circulate
together, but that the good coin disappears and  the
bad coin alone remains current. As Sir Thomas
Gresham was the first person in the country to
explain that permitting bad coin to circulate was the
cause of the disappearance of the good coin, I
suggested in my Elements of Political Economy, pub-



Tished in 1857, that it should be called ¢ Gresham’s
Law,” and this name has now been accepted tin‘Oﬂgh-
out the whole world. The treatises of Oresme and
Copernicus were not made popularly known by my
friend M. Wolowski till 1864. Oresme, Copernicus
and Gresham independently made it known to their
respective Sovereigns, and therefore it ought to be
called the Law of Oresme, Copernicus and Gresham

Gresham’s Law.
&, The principles laid down by Oresme, Coper-
nicus and Gresham may be summarised as follows :—
(1) That the Sovereign has no right to
diminish the weight, or change the denom-
ination, or debase the purity of the coin.
To do this is robbery
(2) That the Sovereign can in no case fix the
Value or Purchasing Power of the Coins.
1f he conld do so he could fix the value of
all other commodities—which was indeed
the idea of medieeval princes
(3) That all that the Sovereign can do is to
maintain the coins at their full legal
weight and purity and denomination
(4) That the legal ratio of the coins must
strietly conform to the relative market
value of the metals ‘
(5) That if the fixed legal ratio of the coins

differs from the natural or market value of
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the metals, the coin which is under-rated
entirely disappears from circulation, and
the coin which is over-rated alone remains
current

(6) That if degraded and debased coin is

(8)

)

allowed to circulate a.lon;g,F with good and
full weighted coin, all the good coin dis-
appears from circulation,and the degraded
and debased coin alone remains current to:
the ruin of commerce

That there cannot be two measures of
value in the same country, any more than
there can be two measures of length,
weight or capacity

That if good full weighted coin and
base and degraded coin are allowed to
circulate together, all the good coin is
either (1) hoarded away ; or (2) melted
down into bullion : or (3) exported

That when good coins are issued from the
Mint, all the base and degraded coin must
be withdrawn from cireulation, or else

all the good coins will disappear, to the
ruin of Commerce

This great fundamental law of the Coinage

soon became common knowledge. It is thus stated
in a pamphlet of 1696—
“ When two sorts of Coin are current in the same



nation of like value by denomination, but not intrinsic-
- ally [ie., in market value] that which has the least
walue will be current and the other as much as possible
will be hoarded” : or melted down into bullion ; or
exported, we may add

Or it may be expressed thus—

“The worst form of Currency in circulation
requlates the value of the whole Currency, and drives
every other form of Currency out of circulation”

6. This great fundamental law of the Coinage
has been found to be universally true in all ages and
countries, and was henceforth recognised and acknow-
ledged in all discussions on.the Colnage

It applies in the following cases—

(1) If the Coin consists of one metal only and
clipped, degraded and debased Coins are
allowed to circulate together with good
Coins all the good Coins disappear. They
are either hoarded or melted down into
bullion, or they are exported, and the
bad Coin alone remains in circulation

(2) If Coins of two metals such as Gold and
Silver are allowed to circulate together
in unlimited quantities at a fixed legal

atio which differs from the market ratio
of the metals, the Coin which is under-
rated disappears from circulation, and the

L |
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Coin which is over-rated alone remains
current

(3) As a necessary corollary it follows that it
it impossible to maintain a Fixed Par of
Exchange between countries which use
different metals as their standard unit

7. Tt is further to be observed that the same
law applies to unlimited quantities of Silver, and
unlimited quantities of Inconvertible Paper Money,
so that we can always argue from one case to the other.

8. Thislaw is not confined to single and separate
countries. It is not limited in time or space. It is
absolutely universal, In the time of Copernicus 1o
one had conceived the idea of two or more countries
combining to form a common system of Coinage. But
if they did, or if the whole world combined to have a
common system of Coinage, they would for the pur-
poses of Coinage be only one country : and it would
be equally impossible for a combination of countries,
or for the whole world, to maintain Coins of two or
more metals in circulation in unlimited quantities at
a fixed legal ratio differing from the market or natural
value of the metals, as it is for separate or single
countries to do go. If, then, the whole world were
to agree to rate a Coin below its market value it
would inevitably disappear from circulation : for the
whole world can no more make nine equal to twelve
than any separate State can



For the very same reason it is impossible to main-
tain a fixed Par of Exchange between countries which
use different metals as their standard : because Coins
are only received in foreign countries according to the
market value of the bullion they contain, and as the
value of the metals is constantly changing in the
market of the world, so the value of the Coins must
dqually do so too 5

Coins at a Premium

9, When the market value of the metal exceeds
the legal rating of the Coin, that Coin is said to be at
a premium : and the premium is the excess of the value
in metal above its rated value in Coin. When this
takes place the under-rated Coin disappears from cir-
culation in one or more of three ways :—

(1) It is very usually hoarded away. Every
tyro in finance knows perfectly well that
when a Coin goes to a prethium if is at
once hoarded away

(2) It is melted down into bullion. Suppose
the market value of the bullion is 18 and
the legal rating 15. Then as 15 ounces
in legal rating are worth 18 ounces in
bullion, bullion brokers would collect
every good Coin they could and melt
them down into bullion. Again, as 18
ounces in bullion is only worth 15 ounces
in Coin, no one would bring bullion to be

3L



coined at the Mint while it is at a pre-
mium. The Master of the Mint stated
in 1816 that during the 56 years of the
reign of George I1L. no more than £64,000
of Silver had been coined at the Mint,
because during all that period Silver had
been at a premium

(3) Tt is exported to places where it passes at
its market or natural value.

The Market Value of Gold and Silver falling
Below or Rising above the Fixed Legal
Ratio

10. Princes then at last understanding that they
could not control the relative market value of the
metals by fixing a Legal Ratio between the Coins,
endeavored to conform to the counsel of their
advisers and to fix the Legal Ratio between the
Coins in conformity with the market value of the
metals. This plan was tried for a considerable time,
but it entirely failed to keep both metals in circula-
tion simultaneously. A new consequence developed
itself, Though the rate between the Coins was fixed
as nearly as possible to the market ratio at a certain
time, that had no power to prevent the market
value from varying. The result was that the market
ratio of the metals sometimes rose above and some-
times fell below the fixed Legal Ratio, and the metals
alternatively displaced each other from circulation, as

L
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the one was over-rated and the other under-rated.
The under-rated metal always disappeared and the
over-rated metal alone remained current.

Many instances of this occurred : but the most
notable one took place in France after the great
discoveries of gold in California and Australia

The ratio between Gold and Silver in 1803 was
fixed at 154 to 1. But Gold was’ constantly at a
premium till 1850. Consequently up to that time
there was no Gold in general circulation in France.
The Legal Ratio was 154, but the market value was
15%. When the Gold came in abundantly the market
value of Silver to Gold rose to 15% : and that
apparently slight change from 15% below the Legal
Ratio to 154 above it, displaced the whole Silver
of France to the amount of £150,000,000, and sub-
stituted an equal quantity of Gold for it!

True Remedy Discovered by Sir William Petty

14. At last, in 1691, in a posthumous work by
Sir William Petty, one of the most scientific men of his
age, the true remedy was pointed out. He said that
One metal only should be adopted as the standard unit,
and other metals should only be issued as subsidiary
to the standard unit. The same doctrine was advo-

cated with great force and at great length by Locke, .

whose arguments I have given at length in my
Bimetalism : also by Harrig in the middle of the last

L
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century : and finally embodied in the great master-
piece on the subject, Lord Liverpool's Letter to the
.Kz'ng on the Coins of the Realm, published in 1805.
As we shall presently see Lord Liverpool’s doctrines
were at once adopted by the Indian Government in
1806, which had had forty years’ experience of the
mischiefs of Bimetalism. These doctrines were at
length adopted at the great recoinage in 1817, and
ever since then this country has enjoyed the most
perfect system of Coinage ever devised by the in-
genuity of man. And this system of Coinage is now
being adopted by the greater number of the Govern-
ments of the world

Thus the repudiation of that system of Bimetalism
which so many people are clamoring for at the present
day was the very foundation stone of Modern
Econemics. It is among the very rudiments of
Economies, and the recrudescence of Bimetalism at
the present day is nothing more than the revival of
the most ignorant and barbarous Economies of the
fourteenth century. It is about equal in wisdom to
an attempt to revive the Mosaic Cosmogony

I may refer those who are interested in the ques-
tion to my BLimetalism, in which the subject is treated

at much greater length

Sketch of the History of the Currency of India

12. I have now to apply these considerations to
the (l'niu:\gc of India

L.
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I must, however, begin by dispelling two very
prevalent errors :— 7
(1) That India has had nothing but a Silver
Coinage from time immemorial : and that
it is not possible to change the,inveterate
habits of a people
(2) That India is too poor:to have a Gold
Coinage
Both these assertions are utterly erroneous

In the first place it is certain that Gold was the
original measure of value throughout all India. India
produces large quantities of Gold, but no Silver.
Nevertheless from prehistoric times vast quantities of
Silver have been introduced into Northern India to
purchase Gold. The ratio of Gold to Silver was 1 to
13 in Persia; but it was 1 to 8 in India. The
Phenicians before the time of authentic history
brought vast quantities of Silver from Tartessus,
and exchanged it for the Gold dust of the Lower
Indus, which Sir Alexander Cunningham, the highest
authority on the subject, holds to be Ophir

Pir Alexander thinks that silver was first coined
in India about 1000 B.c. Many thousands of these
early Indian Silver Coins are still in existence. But
the Gold was not coined, it was kept as dust and tied
up in little bags, which passed current as money.

But as Silver was first coined it was considered as

the standard, and the Gold dust passed at its market.

[
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alue in Silver. Darius exacted as tribute from the
satrapy of the Punjaub 360 talents of Gold Dust
which he coined into Darics. The other nineteen
satrapies paid their tribute in Silver

We have no certain information when Gold was
first coined in India, but though Gold and Silver
were equally current in Northern India there was

never any fixed legal ratio between them. Every

petty prince issued his own Coinage. The Mahom-
medans adopted the Silver Coinage as they found it
existing. But their conquests mever extended to
Southern India ; and Gold was the standard in
Southern India until 1818, when the East India
Company for the first time forced the Silver Rupee
upon the people of Southern India as their standard

These historical facts refute the two errors I
have. mentioned above—that Silver was from time
fmmemorial the standard of India ; and that India
is too poor a country to have a Gold standard

Such was the state of affairs when the Bast
India Company extended their dominion over India.
It found 994 different kinds of Gold and Silver
coins current of different weights and fineness, and
whose value was constantly varying from day to
day. No one could tell the value of the coins he
might hold. Tn making even moderate payments
the parties were obliged to call in a shroff—a
professional money changer—to declare the value

L.
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the East India Company attempted to issue Gold
and Silver coins for the “first time at a fixed legal
ratio, z.¢., to establish Bimetalism. But it tuwrned
out a dismal failure. In their perplexity they
sought the advice of Sir'James Stewart, the most
eminent Economist of his day, and he drew up
for them a most important work entitled * 7he
Principles of Money applied to the Present State of
the Coin of Bengal,” 1772. This work was the
‘most masterly treatise on Coinage which had yet
appeared, and in accordance with Oresme, Coper-
nicus, Gresham, Petty, Locke, Newton and Harris,
he showed that it was absolutely impossible to
maintain Gold and Silver Coins in unlimited quan-
tities in circulation together at a fixed Legal Ratio
between the coins different from the market ratio
of the metals. He therefore recommended that the
Legal Ratio between the Coins should strictly con-
formw to the relative market value of the metals.
I conjecture that Sir J. Stewart could not have
seen the works of Petty, Locke and Harris, or he
would have seen that the plan was impracticable,
and so able and clear-sighted a man would have
seen that the only true remedy was to have One
metal only as the standard, and all other coins
only subsdiary to the standard. The Company
endeavored to conform to the advice of Sir J.
Stewart, hut with only very partial success
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of each coin. Finding this an intolerable nuisance *
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At length in the spring of 1806 the masterly and
unanswerable treatise of Lord Liverpool on the Coins
of the Realm reached India. The Governor-General
in Council immediately took it into consideration, and
issued a Minute to the Governments of Bombay and
Madras declaring their entire adherence to its principle
that One metal only should be made the standard ag,
unlimited Legal Tender, but that other metals might
be coined and made current at their market value in
reference to the standard. They unfortunately selected
Silver as the standard. This was the first great error
of the Government. They might just as easily have
selected Gold, which was current in immense quan-
tities throughout the whole of India, whereas Silver
only circulated in Northern India. They detailed
the immense losses they had sustained i consequence
of the fluctuating values of the Gold and Silver Coins in
circulation,and pronounced an emphatic condemnation
on Bimetalism, declaring that it was wuiterly impossible
to maintain a fived Legal Ratio between the Coins while
the market value of the metals was constantly fluctuating :
in strict accordance with the doctrines of the greatest
Bconomists for five hundred years. This Minute is
of overwhelming importance, because it is the first
pronouncement of the Government of a great Empire
on Bimetalism after the bitter experience of its
disastrous consequences for forty years, This Minute
was buried in the archives of the India Office, but in
1894 the India Office most courteously permitted me
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to make it public for the first time, and in my
Bimetalism 1 have given the parts of it relating to
Bimetalism verbatim. I also strongly urged that the
House of Commons should call for its publication as
of decisive weight in the Bimetallic contt"oversy. This
has now been done at the instance of Sir Henry
Fowler, and it may be had for 2d., so that no one is
justified in discussing the subject without making
himself acquainted with it

The Government of India took no action on its

weighty and important Minute of 1806 till 1818,
when it issued a new Coinage of Gold and Silver.
They changed the ratio of the Coins to bring them
to conformity with the market ratio of the metals,
and for the first time forced the Silver Rupee as
Legal Tender on Southern India where Gold alone

had hitherto been the standard for thousands of
years. They declared these Gold ar}d Silver Coins

to be equally Legal Tender. Thus in spite of the
Minute of 1806 they persevered in the vain attempt
to maintain Bimetalism

Tn 1835 the Indian Government gave up the
attempt to maintain Bimetalism as absolutely hope-
less. They coined Gold and Silver Rupees of equal
weight and fineness. These Rupees weighed 180
grains ; 165 grains purc metal and’ 15 of alloy ; or
11-12th fine, which has been found to form the most
durable Coins.  The Silyer Rupee was declared to be
the sole Legal Tender throughout India, but the

[
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Gold Rupees were allowed to pass current, and be
received at the Public Treasuries at their market
value in Silver

Lord Dalhousie Demonetises the Gold Currency

of India .

13. The great Gold discoveries which began in
1848 and 1849 seemed likely to cause a great fall in
the value of Gold, and Holland in a moment of undue
panic hastily demounetised Gold, which it repented
of afterwards, and retraced its step

Lord Dalhousie took the same panie, and in the
last week of 1852 he suddenly issued a notification
that after the Ist January, 1853, no Gold Coin of
any sort would be received at the Public Treasuries.
By this unfortunate action Gold was totally demone-
tised throughout India. By this astounding coup
de finance, utterly without precedent in the history
of the world, it was estimated that 120,000,000 of
Gold Coin at once disappeared from cireulation and
was hoarded away. Then for the first time India
became solely a Silver using country, and not from

time immemorial as many ill-informed persons sup-

pose. This act of Lord Dalhousie has heen the
origin of all our present monetary troubles in India,
and for forty-five years we have been repenting at
leisure '

L



Powerful Movement throughout India in 1864 to
have the Sovereign declared the Standard Unit

14. The demonectisation of Gold by Lord Dal-
housie was soon felt to be a disastrous error, and a
strong feeling grew up in favor of the restoration
of a Gold Currency. Some miner movements were
made, but in 1864 a most powerful and unanimous
effort was made through India for the restoration of
a Gold currency. By this time the British Sovereign
had acquired an immense circulation throughout the
whole of India

The Chambers of Commerce of Bengal, Bombay
and Madras took the lead, the Bombay Association
and others and many high officials and bankers
joined in it '

The Bengal Chamber of Commerce stated that
the introduction of a Gold Currency into India was
almost universally admitted to be a positive necessity
demanded by various circumstances which had been
developed within the last few years ; and the time
had arrived when that necessity should at once be
recognised by the State, and measures promptly
adopted which should gradually, but surely, lead to
the adoption of Gold as the general metallic cur-
rency of the country, with Silver as the auxiliary

The Bombay Association urged the introdiction
of a Gold Currency into India, as the existing Silver

Currency was no longer adequate for the wants of

L.
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commerce, which was seriously crippled by its in-
efficiency. From time immemorial until within the
last few years India had an extensive Gold Currency,
and the superior convenience of it was fully appre-
ciated by the Natives. The measures taken by the
Government had suppressed the Gold Currency, but
had by no means extinguished its popularity. The
Gold Coins in circulation commanded a considerable
premium in the market, and the Natives made an
attempt to remedy the deficiency by circulating Gold
Bars bearing the stamp of the Bombay Banks. That
large quantities of Gold had been discovered in neigh-
boring countries, which would greatly facilitate the
introduction of Gold. That the direct trade with
Australia was prohibited by the exclusive “Silver
standard, and the expansion of the commerce of [ndia
seriously impeded. That a Silver Currency might
have been suitable to the country whenits commerce
was limited, and payments in the main extremely
small, but was very inconvenient when wealth was
largely diffused throughout the country and the
operations of commerce had become s0 enormous.
The transport of this bulky and cumbersome currency
entailed heavy and useless expense on the country,
and was a serious impediment to trade. The in-
sufficiency of the existing carrency had already
caused severe financial embarrassment, and threatened
the commerce of India with periodical and fatal vieis-
situdes. The restoration of a Gold Currency would
o2



‘be most popularly received in India, both from ancient
associations and present convenience

The Bombay Chamber of Commerce said that the,

monetary condition of India was in the most unsound
and unsatisfactory condition, and its exclusive Silver
Currency was no longer adequate for its vast popula-
tion. The trade of Bombay had trebled within the
last ten years, and last year the  aggregate import
and export trade alone of Calcutta, Bombay and
Madras had amounted to 1,060 millions of Rupees.
(How much is it now ?) The resources of India
were only then beginning to be developed, and were
rapidly extending in all directions. That the special
demand of India for Silver did not arise from any
predilection for that metal, but was compulsory,
and due only to their exclusive and inconvenient
Silver Currency. That while Silver was transported
from a great distance at heavy cost, Gold might be
cheaply obtained from neighboring countries (and
now from India itself). Thus the heavy charges on
Silver prevented its re-exportation, and thus it lost
its reproductive power, and was a gerious and un-
necessary loss to India. That the exclusive Silver
standard and Currency of India rendered direct trade
with Australia and other Gold producing districts
impossible, and forced a country with abundance of
Gold to traverse half the globe in search for Silver
before she could pay for our commodities. The
superiority of (Gold would secure an immediate and
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intelligent welcome for it in India. The hnportation
of Gold into India had steadily increased for many
years, though it was not legal tender. The Natives
themselves had devised a rude remedy for the de-
ficiency of the existing Silver Currency by using
Gold bars stamped by the Bombay Banks as a Circu-
lating Medium. The exelusion of Gold from the
Currency of India could not be justified or be
considered other than barbarous, irrational, and un-
natural.  The only remedy was to introduce a
well-regulated Gold Currency into India

The Madras Chamber of Commerce expressed
exactly the same opinions as those of Bengal and
Bombay, strongly urging the introduction of a Gold
Currency, and also a well-regulated Paper Currency

Sir William Mansfield (afterwards Lord Sand-
hurst) presented a long memorial urging the same
views

Several officials, under the instructions of the
Government, held meetings in important cities of
the merchants, bankers, and city notables. They
were unanimous in their approval of the scheme,
and had no doubt of its success. They testified
that Sovereigns in immense quantities circnlated in
their districts : that the natives bought them in large
quantities. A witness said that the introduction of
Sovereigns into Rangoon would be highly beneficial.
They were very popular in Burmah, and should be

the only coin, A large number of the collectors in



Southern India reported that large quantities of
Sovereigns were in circulation in their districts ;
and that the natives bitterly complained of the losses
and inconveniences they suffered from their not being
received at the public treasuries

The bankers of Lahore were unhesitatingly in
fayour of the Sovereign, Because it was the Coin most
familiar to them, being most abundant, and almost
the only one used for equalising the Exchanges ; and
if a Gold Currency were introduced the cash balances
would become much more available, and it would
facilitate the adoption of a Paper Currency

But the Lahore bankers were incredulous as to the
possibility of maintaining the relative value of Gold and
Silver at an_ absolutely uniform rate by the Jiat of
authority, instancing as a proof to the contrary the
fact that although we issue copper at the rate of 64
copper pice for the Rupee, their money-changers
invariably realise batta (premium) on giving change
for a Rupee, and the amount of this hatta varies with
the abundance, or otherwise, of copper carrent Coin
available in the market at the time. The same they
conceived must take place when change is given for a
current (rold Coin

Wise bankers of Lahore! the proposal of the
Government was afterwards wrecked on this very
poing!

Thus at this time the universal demand was that
the Sovercign should be adopted as the Standard

[
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Unit throughout India, because there were immense
quantities of it in ecirculation ithrouchout the whole
country, and the natives were perfectly familiar
with it

Such is a very slicht epitome of the immense
mass of evidence collected from all parts of India of
the unanimous desire of the people to have the
Sovereien made the standard unit. Some persons
indeed pretend that it is an impossible chimera to
restore a Gold Currency to India. But what can
persons sitting in their studies in England know
about the matter if they will not read the unanimous
opinion of the people of India themselves which was
published as a Parliamentary paper in February,
1865 ? i

Proposal of the Indian Government

13. In consequence of this powerful and extensive
movement the Indian Government, on the 14th July,
1864, addressed a despatch to the Home Government
requesting them to authorise them to declare that
British and -Australian Sovereigns and Half-Sove-
rveigns should be made Legal Tender throughout the
British Dominions in India at the fived rate of 10
Rupees to the Sovereign !

Such a proposal was foredoomed to failure, because
it was pure and unadulterated Bimetalism, a revival
of the lowest and most barbarous Economic ignoranee
of the fourteenth century. It showed that its authers
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were ignorant of the fundamental principles of Petty;
Locke, Harris, Lord Liverpool, the Minute of the
Governor-General of India in 1806; and the prin-
ciples upon which the British (Jom.we was established
n 1816—that One metal alone should be adopted as
the standard—and coins of other metals should only
be subsidiary and Legal Tender to a small limited
amount

In answer to this despatch Sir Charles Wood,
Secretary of State for India, replied on the 26th
September, 1864

He said that their practical proposal was to make
the Sovereign and Half-Sovereign Legal Tender in
India for 10 rupees and 5 rupees respectively, and
ultimately to establish a Gold standard and Cur rency
to India as in England and Australia, with a sub-
sidiary Coinage of Silver, the Silver Coins not
possessing the intrinsic (market) value they repre-
sent, and being Legal Tender only to a certain
amount. ;

It appeared from the evidence that there was a
general desire for the introduction of a Gold Currency
into India, that the people were well acquainted with
the Sovereign, and that its introduction would be
well received, that it would circulate freely at 10
rupees, and that it would be a great advantage to
have the Sovereign as the common currency of India,
Ingland and Australia

&
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But he pointed out that where Coins of two metals,
Gold and Silver, are equally Legal Tender, those of
the metal which at the relative rating of the two
metals is cheapest at any period are thereby consti-
tuted the currency, and the metal of which they are
made becomes"practically the standard at the time ;
and further a very slight difference in the relative
value of the two metals may change the standard and
the whole Currency of a country

This was exemplified in the recent change in the
Circulation of France. In that country Gold and
Silver were equally Legal Tender. Gold Coins con-
taining one ounce of Gold were Legal Tender for the
same sum as Silver Coins containing 154 ounces

Before the recent discoveries of Gold an ounce of
Gold was worth in the markets of Europe nearly
15% ounces of Silver. It was, therefore, according
to the relative legal rating of Gold and Silver, more
advantageous to pay in Silver than in Gold, Silver
Coin, therefore, for many years formed the Currency
of France, the Gold Coin bearing a premium. Since
the recent discoveries of Gold the value of (rold
relatively to Silver has fallen to about 154, ' This
difference has rendered it more advantageous to pay
in Gold. Gold has displaced Silver, and now forms
the Currency and standard in France

[This very slight change in the relative value of
Gold and Silver sufficed to drive £150,000,000 of
Silver out of France, and to substitute an equal

2
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quantity of Gold in place of it. So much for the
theories of Bimetalists. Since then another change
in the ratio of Gold and Silver has sufficed to drive
out the Gold and to replace Silver]

The very same principle applied to India. How
was it possible to imagine that the Sov ereion could
have been a fixed ratio to the Rupee throughout India.
Such a measure would be totally inoperative

Sir Charles Wood accordingly quashed this fatuous
proposal, which was nothing but the most melancholy
ignorance of the rudiments of Economics

Mr. Hollingbery’s Report to the Government of
India, 1875

16. Tn 1875 Mr. Hollingbery, assistant Secre-
tary to the Government in the Financial Department,
addressed a most able Report to the Government on
the consequences which the fall in the value of Silver
had then produced on the finances and material pro-
gress of India

At that date the price of Silver had fallen to 574d.
per ounce. Thel loeal value of Silver had not fallen
from what it was before the great fall of it abroad.
But in the course of time it must fall to its value
abroad, though it would take a considerable time to
do so. He shows that what was wanted in India
was not the withdrawal of Silver as a bullion opera-
tion, but the substitution of Gold for Silver in future

L
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mmportation of bullion to settle any balance of trade.
The question was, therefore, not what a difference in
value between Gold and Silver would suffice to
expel Silver, but what would be sufficient to make
the importation of Gold into India for Coinage more
profitable than the importation of Silver

He estimated the quantity of Silver in circulation
in India at 180 millions sterling : and that 60 millions
of Gold would be far more than sufficient to restore
a Gold Currency

130}
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He shows that with a Gold Currency the cost of
remitting 15 millions sterling for home charges would
never exceed the cost of sending Gold from India to
England that is € or 1 per cent. But owing to the
balance of trade being always in favor of India, the
Council Bills would always be at a premium, so that
instead of a loss there would always be a profit

He shows that countries which have a Silver
Currency which have an adverse balance of trade or
borrow in Gold using countries experience a heavy
loss in making remittances for the latter countries :
for which reason they find it necessary to adopt a
Gold Standard, and every new country which adopts
o Gold Standard makes the necessity more urgent for
the remaining Silver countries to conform to the
general custom of the world, and adopt Gold as the
sole legal standard. And the effects of this fall will
be disastrous to India because it will be the only
country in the East which will offer a fixed price for
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Silver irrespective of its depreciation abroad, and so
it will be flooded with depreciated Silver

By persisting in refaining Silver as the standard
of India, the finances and the progress of India
would be irremediably injured; on the other hand
great financial advantages ‘and commercial good to
that country would follow from the adoption of a
Gold Currency in India. And it was not a mere
fanciful desire of change, but stern necessity which
compelled the European States to adopt a Gold
Standard. The same principles which apply to
European States also apply to India. The postpone-
ment of a change to a Gold Standard will not arrest
the evils which were in progress from the fall- in the
value of Silver, while the longer the change to a
(rold Standard was delayed the more difficult and ex-
pensive, but not the less inevitable, will it be'in the end.

This most able report, written in 1875, deserves
the most careful study, as every ome of its prog-
nostications has been’ fully verified and intensitied.
Country after country has adopted a Gold Standard,
and even Japan, which was long considered as the
fortress of Silver, has been obliged to give up Bi-
metalism and adopt Gold. When this report was
written the price of Silver was 574d., and the loss

on Bxchange in remitting for the payment of the’

Council charges was a milliofi and a half; at the
present time the price of silver osecillates about 27d.,
and the loss on Exchange is eight millions

[



In 1876 the Bengal Chamber of Commerce. as
the rupee continued to fall, addressed a memorial to
Lord Lytton to suspend the coinage of Silver. The

Government replied that it would be impossible to
suspend the coinage of Silver without at the same

29

time opening the Mints to the free coinage of Gold as
unlimited Legal Tender

Correspondence of 1886.

17. The India Office then took up new ground
with the Treasury. The difficulties of Indian
finance were constantly increasing, and the Indian
Government demanded that a determined effors
should be made to settle the Silver question by
International agreement. They repeatedly pressed
this demand, persistently alleging that the ratio
between Gold and Silver might be fixed by Inter-
national agreement. The Treasury has persistently
denied this. Nevertheless, several fatuous Inter-
national conferences were held to see if anything
could be done, but they all ended in smoke, as they
were bound to do. Every sound Economist knows
that it is just as chimerical to secure a fixed ratio
between (old and Silver by International agreement
as for any single State to do so. It would be just as
rational to appoint an Tutern atwnal conference to
square the circle, or te discover perpetual motions
Both of these are known impossibilities, In' Keo-
nomics it is equally a known impossibility to fix by
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law a ratio between any two quantities which are
produced without limitation. It would be just as
rational to suppose that because no single State could
abolish the law of gravitation, an International
agreement might do so

At last in 1893, when the value of Silver con-
tinued to fall, and it was expected that the Bland
and Sherman Acts would be repealed, which was done,
the Indian Government found itself on the verge of
bankruptey, and that India would form the dumnping
ground for all the depreciated Silver in the world.
It then closed the Mints to the free coinage of Silver,

and declared its intention to restore a Gold Currency.
But just five years have passed away, and it has
never hitherto taken any steps to’ carry its purpose
into effect, and of course it has found itself surrounded
with constantly increasing difficulties. The whole
of this unhappy India business is an everlasting
stigma on British Economic and Financial statesman-
ship of the nineteenth century

I will now show what this lack of Financial
statesmanship has cost India. In 1864 the universal
demand of India was that the Sovereign should be
made the standard for all India. If this had been
done India and England would have had a common
standard unit, which is the sole means by which a
fixed Ratio of Exchange can be established between
the two countries, subject of course to the usual
fluctuations of commerce. By closing the Mints to
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the free coinage of Silver, as has been done in
England since 1816, and as is now done by the
majority of countries, Silver Rupees might have
been coined by the Government for internal
circulation at the rate of 10 to the Sovereign. But
the Governments, Indian and Home, having let that
opportunity pass away, the Rupee has been con-
tinually falling until it now rests somewhere about
ls. 4d. Tt is a fact perfectly recognised by the
Indian Government that a fall of a penny in the
Rupee necessitates taxation to the amount of
£1,000,000 on the people of India to meet her
home charges in London. Thus«the fall of the
Rupee from 2s. to 1s. 4d. costs the people of India
£8,000,000 yearly in taxation for the sole purpose
of meeting her home charges. Such is the penalty
which the people of India have paid for the ig-
norance of her Governments of the rudiments of
Economics

The Government has now put its foot down
firmly for the restoration of a Gold Currency, and
in the two following chapters I venture to offer the
outlines of a scheme by which I think it can be
done



Craprer II

PROPOSED SCHEME FOR RESTORING A
GOLD CURRENCY TO INDIA

Preliminary Considerations

1. The Indian Government has finally abandoned
all attempts to introduce Bimetalism, either national
or international, into India

The principle that it is impossible for Coins of Gold
and. Silver to circulate together in unlimited quanti-

L

ties at a fixed Legal Ratio different from the relative *

market value of the metals,” was the first great
principle of modern Economics established in the
fourteenth century by Oresme. It has been proved
to be true by 500 years of experience, and the argu-
ments of a series of illustrious writers. Tt is now
called “Gresham’s Law.” It is now recognised by
the great majority of the powerful and civilised
Governments in the world. The contrary doctrine
which is ¢ Bimetalism” is now entirely exploded,
and the aftempt to revive it is like attempting to
revive the Mosaic Cosmogony

2. Tt absolutely rejects the proposal to reopen
the Indian Mints to the free coinage of Silver. Such
a proceeding would probably reduce the value of
the Kupee to sixpence, perhaps even lower: and
would produce consequences too terrible to con-
template
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Tt is acknowledged that every 1d. in the fall of the Rupee:
necessitates taxation to)the amount of £1,000,000
on the people of India to meet its home charges in
Tondon. The fall of the Rupee from 2s. to 1s. 4d. has
necessitated taxation to the amount of £8,000,000 to
meet the home charges, If the Mints were re-opened
to the free coinage of Silver the Rupee would prob-
ably fall to sixpence, which would necessitate further
taxation of £10,000,000, which India would be
wholly unable to support, besides the most disastrous
consequences in all its internal affairs

3. There is no possible way of establishing @
stable Ratio of Exchange between England and India,
barring the usual fluctuation of trade, except by
having a Common Standard Unit between the two
countries—which can only be the Sovereign

This is the direct consequence of Gresham's Law

4, The State of the Exchanges depends ex-
clusively on the State of the Coin in which they are
settled, and the usual fluctuations of Commerce

5. If the Coin in which the Exchangesare settled
be always maintained at its full legal weight and
fineness, they are not in any way affected by the state
of any other forms of Currency in a country, however
depreciated they may be

6. From time immemorial, up to Lst January,
1853, India had an immense Gold Currency n
cirenlation

vy
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About 1100 B.c. the Phenicians imported vast
quantities of Silver from Tartessus into Northern
India to purchase Gold which was cheaper there than
anywhere else

Sir Alexander Cunningham the highest authority
on this subject, conjectures that Silver was coined in
India about 1000 B.c. '

But this Silver Currency never extended to
Southern India where the Currency was exclusively
Gold until 1818, when the East India Company for
the first time forced the Silver Rupee as unlimited
Legal Tender upon Southern India

In 1835 the East India Company abandoned the
attempt to maintain Bimetalism in India which they
bhad introduced in 1766 with the most disastrous
consequences

They then coined Gold Rupees and Silver Rupees
of the same weight and fineness. The Silver Rupee
was declared unlimited Legal Tender, but Gold
Rupees were received at the Public Treasuries at
their market price in Silver

In the last week of 1852 Lord Dalhousie issued
a notification that after the lst January, 1853, no
Gold Coin of any sort would be received at the Public
Treasuries. This notification totally demonetised
Gold in Indin. An immense mass of Gold Coin—
estimated by high authorities at #£120,000,000—
disappeared from eirenlation and was hoarded AWAY-
Thenceforth the Currency of India has been ex-
clusively silver

L
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7. In 1864 a powerful and unanimous move-
ment was made throughout [idia for the restoration
of a Gold Currency. At this time the Sovereign
had attained a very large circulation throughout
India, and the demand from all India was that the
Sovereign should be adopted as the Gold Standard
Unit throughout the country

In consequence of this the Indian Government
memorialised the Home Government to authorise
them to declare British and Australian Gold Sove-
reigns and Half-Sovereigns to be unlimited Legal
Tender throughout the British Dominions at the
fixed ratio of 10 Rupees to the Sovereign

This was pure Bimetalism, and the Government
of 1864 was evidently unaware of the strong Minute
of the Governor-General in Council in 1806 utterly
condemning Bimetalism after the experience of its
disastrous consequences for 40 years

Sir Charles Wood, Secretary of State for India,
pointed out to the Indian Government that such a
scheme was absolutely impossible, and refused his
consent to it

8. In 1893, the Indian Government being
alarmed at the continuous fall in the value of Silver,
and the expected repeal of the Bland and Sherman
Acts by the United States, which was done, closed
the Indian Mints to the free coinage of Silver and
declared their resolve to restore a Gold Currency to

D 2
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India as the only possible method of putting an end
to the Monetary disturbances which have so long
afflicted that country ‘

Possible Impediments to the Scheme

There are only two possible impediments to
establishing a Gold Currency in India or any other
country

1. A large amount of depreciated Inconvertible
Paper Money
There is no Inconvertible Paper Money in India

2. A permanently unfavorable state of the
Exchanges

But the Exchanges have been continuously favor-
able to India for thousands of years ; except perhaps
in recent years since the demonetisation of Gold.

It is therefore impossible to imagine a country
more favorably circumstanced for the restoration of a
Gold Currency '

J

Quantity of Gold necessary
The first consideration necessary is the Quantity
of Gold required for the purpose
Mr. Hollingbery, a most able and experiended
official Assistant Secretary to the Government in the
Financial Department, addressed a Report to the
Government of India in 1875, in which he gaid that

L
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in his opinion £60,000,000 of Gold would be far more
than sufficient to restore a Gold Currency. Whether
this estimate is correct or not I cannot say. The
Indian Government in its recent proposals seems to
agree in this estimate. But I shall presently show
that even if it should be largely exceeded the Gold
can be acquired with perfect facility

Draft Tentative Scheme for restoring a Gold
Currency to India

I therefore beg to submit the following sugges-

tions as a Draft Scheme for carrying this purpose

into effect

4. That in accordance with the universal de-
mand in 1864, in as short a time as can be done, the
Gold Sovereign be declared to be the Standard Gold
Unit throughout the British Dominions in India

2. That the Indian Mints be at once authorised
to coin Sovereigns and Half-Sovereigns of exactly
the same weight and fineness as British Sovereigns
and Half-Sovereigns

3. That in terms of the Act of 1870 the Indian
Mints be declared to be branches of the Royal Mint
of London as the Australian Mints are

That the Indian Sovereigns and Half-Sovereigns

should have free cireulation, and be unlimited Legal

L



Tender throughout the British Empire, to the same
extent that British and Australian Sovereigns and
Half-Sovereigns are
That if this proposal be accepted it should be
“notified at once to the Mints, so that they may make
preparations to carry the resolution into effect as
goon as possible

4. That every person who brings Gold to the
Mint should be entitled to have it coined into
Sovereigns or Half-Sovereigns as he may prefer, free
of any cost or. charge, at the Mint Price of
£3 17s. 103d. per ounce

8. That the Government should keep the coinage
of Silver entirely in its own hands. The Gold
Sovereign being made the Standard for settling the
Exchanges, the value of the Silver Rupee can have
no effect on them, and the Government can extend
or restrict the issue of Silver as it may deem neces-
sary and expedient for the wants of the people

6. That after a fixed date, of which due notice
should be given, allowing ample time to make pre-
paration, all Mercantile Bills of Exchange and other
Debts of all kinds above a certain small amount
should be made payable in Gold alone as unlimited
Legal’ Tender '

That Legal Tender in Silver should he limited to
a certain small amount. In England the limit is £2.

[
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But from the circumstances of India it would pro-
bably be expedient to extend this limit—say to £5,
or £10—or such figure as the Government on con-
sideration may deem expedient

Means of Procuring a Supply of Gold

As a means of procuring the necessary supply of
Gold I suggest—

1. That after a fixed date, giving ample time
to importers to make preparation, all Customs’ Duties
in India should be paid in Gold

This would insure a constant supply of Gold to
the Government

2. Considerable quantities of Gold are pro-
duced from Indian Mines

If the Gold Mining Companies wish to dispose
of their Gold raised they must send it to London,
thus causing great delay and expense from freight,
insurance, and loss of interest

It is a fact that a large part of the Gold at
present exported from India consists of the exports
of the Gold Mining Companies sent to London

The principal Indian Gold Mines have made great
progress within the last few years, Since 1892 they
have quadrupled their output. Many new mines have
been started within the last year or two, and I am
informed that there are known to be extensive gold
bearing tracts which have not yet been touched

1
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If the Mints were authorised to coin Gold
the Companies would send their Gold to it to be
coined, at a great saving of expense and time, and
it would get into general circulation in the country

3. The ancients got great supplies of Gold “from
the lower Indus. I am informed that these supplies
do not continue at the present day

4. It is a notorious fact that for thousands of
years the Precious Metals have been continuously
pouring into India. The natives have a fanatical
passion for Gold and Silver. But instead of con-
verting them into Currency and employing them
in promoting industrial operations, they either hoard
them away or convert them into personal ornaments

It is an official fact that from 1835 to 1885
£131,000,000 in Gold were imported into India,
and this import has continued ever since

It is known that the exports of Gold from India

have been comparatively insignificant to the imports.
I conjecture that a large part of the Gold exported
from India consists of new Gold raised from the
mines and sent to London to be coined.

No person could be so fatuous as to pretend to
give any exact computation of the amount of Gold
hoarded away or worn as personal ornaments by
the natives. But it is something enormous. Persons
of the highest authority estimate it at £300,000,000
and upwards

L
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Some persons allege that one of the hardships
inflicted upon the natives by closing the Mints to
the free coinage of Silver is that they are not now
able to convert their hoarded Silver and personal
ornaments into Rupees in case of necessity

But the natives prefer to have the greater part
of their hoardings and personal ornaments in' Gold
rather than in Silver ; and the hoarding of Gold has
been greatly promoted by the increasing premium on
it as compared with Silver

If the Mints were opened to the free coinage of

" Gold, the alleged hardship caused by closing them to
Silver would be entirely obviated

I think that the Government might greatly en-
courage the natives to bring their hoarded Gold and
personal ornaments to the Mint to be coined by
offering them a slight advantage for doing so

I cannot doubt that if the natives could have
their hoarded Gold and personal ornaments coined
into Sovereigns and Half-Sovereigns they would
greatly prefer them to their equivalent in Rupees,
and thus a great Gold Currency would be restored
to India as of old

8. Itis known that since the great fluetuations in
the Exchanges the flow of British capital into India
has been greatly arrested if not entirely stopped,
because Capitalists may lose all the profits of their
investments by a sudden change in the Rate of
Exchange

L



If the Exchanges were rectified by adopting a
Gold Currency the flow of Capital from this country
would be resumed, industrial enterprises would be
undertaken promoting the wealth and prosperity of
the country. The remittances from England would
counteract any unfavorable Exchange to India

The indirect losses to India from the stoppage
of the flow of Capital to India for so long a period
must have been immense, probably not less than the
direct losses from the fluctnations of the Exchange

Without going too minutely into the calculation
I conjecture that the direct losses to India by
Exchange since 1861 when the rupee was at 2s.
cannot have been less than £100,000,000

As Mr. Hollingbery showed, if a Gold Currency

were restored to India the Exchanges would be
uniformly favorable to her, and instead of making
heavy losses on her home remittances she would
make constant profits

6. For thousands of years until st January,
1853, India possessed an immense Gold Currency.
At the latter date it consisted of a vast variety of
Native Gold Coins and the Company’s Gold Rupees.
It was then suddenly demonetised by Lord Dalhousie,
and it has been estimated that £120,000,000 imme-
diately disappeared from circulation

Fyery lconomist knows that under such circum-
stances the demonetised Coin is hoarded away. There

I



must be vast quantities of this Gold Currency still in
existence and hoarded away by the Natives
Up till Lst January, 1853, all this Gold Currency
was received at the Public Treasuries, and in payment
of Taxes at its market value in Silver Rupees
[ suggest that all this Gold Currency should at
once be restored to circulation at its exact equivalent
value in Soveréigns
I suggest that the Indian Government should
publish a Tariff stating the exact value of each of
“these Gold Coins in relation to the Sovereign : and
that they should all be received at the Public Trea-
suries, and in payment of Taxes and Private Debts
at their Government valuation
I suggest that all such sums received at the Public
Treasuries, and in payment of Taxes, should at once
be sent to the Mints to be coined into Sove-
reigns and Half-Sovereigns
By this means these Gold coins will gradually
disappear from circulation and be replaced by Sove-
reigns and Half-Sovereigns, and it would be a great
convenience to the Indian community to have a uni-
form Coinage instead of a vast multiplicity of native
coins of different weights and fineness

From these several sources an abundant supply

of Gold could be obtained to restore a Gold Currency
to India without going to any Foreign Market for

a single ounce
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7. It is well known that the difference between
the Standards has greatly impeded the growing com-
merce between Indiz and Australia. If the Gold
Currency were restored to India it would give an
immense impetus to its commerce with Australia, and
would doubtless bring a large amount of Australian
Sovereigns into circulation in India and increase
its Gold Currency

Advantages of these Proposals.

In my opinion the proposals I suggest would
have these advantages :—

1. They would leave the present Rupee Currency
absolutely untouched

2. They would supply a mass of Gold many
times exceeding the quantity necessary to restore the
Gold Currency from the Gold -already existing in
India itself, without the necessity of seeking an ounce
from any foreign market

3. They would greatly facilitate the commerce
between India and all other departments of the
Empire

4. They will retrieve the Jamentable error of
LEord Dalhousie in demonetising the Gold Currvency
of India—and the lamentable error of the Indian
Government in 1864 of meeting the universal

I



SOCIAL STRUCIURE i MAIN DIVISIONS OR KURHIS 33

list fis possible. When the list as a whole was presente
arid representative Kol group it was asserted that certa’d

ofi this list were mot true Kols ; Khangar, Murha, Kabiriya,
Khairwar and Narchhila were mentioned, but they did not know what
to say about Binj and Gunj, and professed to have never heard about
them. It was claimed that Rautel, Kurha, Kathautiya, Kathariya
and Kulmangan were all foims of the Rautiya kurhi ; they had heard
of most of them, but had never actually seen all of them. Narchhila
Was said to be a group of Chamars. This confusion is no doubt due to
the fact that other groups have been absorbed into the Kol com-
munity and have perpetuated names which are still current in spite
of the mixture, i

~ Of the twenty-two names collected from the Kols, Russell and
Hiralal have only seven of their thirteen in common with ours. It is
ot unlikely that some of the names mentioned above are mot actual
Kols. and in the following pages comments on each of the so-called
kurhis will indicate certain conclusions. Rautiya Kols usually consider
thems.elves the highest of the kurkis, although it was frequently noted
that individuals from other groups also made the same claim.

_ William Crooke gives the following list of “endogamous septs”,

a list ba§ed on investigations in southern United Provinces and
tepresenting conditions about 1890, over fifty years ago.

I.  Rautiya or Rautele
Dahait or villagers

Mahtiyan or leader (These are subdiyisions)

28 Tha,kuriya, ‘e »
3. Banaj 3 lon
‘; lgzhanya “mountaineer”’
6 Binrwar .. “descendant from the fig (bat) tree”
7' H A (or Binds ?)
vl “ploughman’”
; tiya e
g (from Bengal Rajwars ?)

“people of the cooking pot™!

e Ob%:i;é?mﬁnat%on of this list and its comparison with the one which
of the of erss ows that the:re are some common divisions, wlnle_ some
case of the Rmay also be 1dent1‘ca1‘ Thc_are is exact agreement in the
the Ractives letlya and Thakuriya kwrhis, though the.subdnflswns of

0 not bear much resemblance. Barwar is probably the
A!‘title(iéoo‘l).ke’ W., Tribes and Oustes of the North West Provinces and Oudhk, Vol. IIl,,

5



cannot see how my proposals can be injurious to the
Ryots, because 1 suggest that the existing Silver
Currency should be left entirely untouched : and only
to add a Gold Currency to it

The fixing of the Ratio between the Sovereign
and the Rupee is so profoundly complex a question
that I do mnot offer any suggestion respecting it.
Tt must be left to the decision of the Government
after full consideration of all the circumstances of the
case.

There seems to be a consensus of opinion among
experts that the most advantageous ratio would be to
make the Rupee equal to 1s. 4d. and 15 Rupees to
the Sovereign

My friend Mr. Stewart Keith Douglas, formerly a
prominent member of the Calcutta Chamber of
Commerce and the Indian Currency Association, and
a very keen supporter of the restoration of a Gold
Currency and making the Sovereign the standard
Unit, shows the adyantage of this rating. If it were
adopted we should then have—

One anna == one penny
3 anna = one halfpenny p
} anna = one farthing

240 annas = #£1

which would tend to assimilate the English and
Indian Monetary Systems

%
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Change of Monetary System by Government.

When Governments make changes in the Mone-
tary System of a country which they presume to be
for the general benefit of the State, they never
consider their effects on the interests of private
persons. It would be impossible for them to do so

I suggest that the Indian Government should
enter into negotiations with the Native Princes and
endeavor to persuade them to adopt the Sovereign as
their Standard Unit. I am persuaded that they
would soon be brought to perceive its advantages.
It would unify the Monetary System of India, and
greatly facilitate commerce between the Native States
and the British dominions

I am of course aware that strenuous opposition
will be made to these proposals, but I have not
thought it necessary to examine any of the loose
statements in the papers. When objections are
formulated by responsible parties in definite terms
I shall hope to be able to show that all objections
to them are untenable

L
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Craprer 111

ON THE EXTENSION OF BANKING AND
PAPER CURRENCY IN INDIA

TIntimately connected with the establishment of a
solid and permanent Gold Currency in India is the
extension of Banking and Paper Currency

It is too much the habit of persons who write on
the subject to maintain that Gold and Silver are the
only means of ultimately discharging and liquidating
Debts

This, however, is an entire error. We have long
passed through the ages of Gold and Silver in this
country. We are now in the age of Paper—or
Credit ,

All Mercantile and Trading operations in this
country with the most infinitesimal exceptions, are
now carried on by means of Rights of action, Credits
or Debts, and the whole mass of Credits in every
form both written and unwritten, constitutes a portion
of the Circulating Medium or Currency infinitely ex-
ceeding Gold and Silver, and acts upon Production
and Prices exactly in the same way as an equal
quantity of Gold and Silver i

« Credit,” says the great American Jurist and
Statesman, Daniel Webster, * has done more, o

L



49

thousand times, to enrich nations than all the mines
of all the world ” _

The great System of Credit is, however, too vast
a subject to be exhibited at full length here. I have
set forth the whole of the great Juridical Theory of
Credit and its practical operations in Mercantile
Credit, the colossal system of Banking in its various
forms, and the T heory of the F oreign Exchanges, in
my Theory of Credit, and I must refer readers who
wish to study it in its full extent to that work. I
will merely say that the future progress and pro-
sperity of India greatly depends on the cautious and
gradual development of a solid system of Banking

But there is one small part of it which I must
Just touch upon here

In the English Mint Gold is coined free of all
charge or cost. But as considerable delay may take
place before this can be done this involves a loss ‘of
interest

The Bank Charter Act of 1844 provides that any
person may bring Gold to the Bank, and shall be
entitled to demand Bank-Notes in exchange for it at
the rate of £3 17s. 9d. per ounce

[ suggest that the Indian Government might
enter into arrangements with the Government Buanks
at Caleutta, Bombay, and Madras to adopt an analogous
plan

I suggest that the Indian Government might

L.



have Notes prepared from its own designs, with the
names of the respective Presidencies stamped on them
from £1 and upwards

That the Government should supply these Notes
to the Presidency Banks at the same cost as they pay
for their own private Notes g

That the Presidency Banks should issue these
Notes solely and exclusively in exchange for Gold at
the rate of £3 17s. 9d. per ounce

That the several Banks should be bound to pay
these Notes in Gold on demand as the Bank of
England is

That these Notes should be made unlimited
Legal Tender in their several Presidencies of Issue

That they should be the first charge on the
assets of the Bank

These Notes would I think quickly obtain the
confidence of the community and diminish - the
demand for actual Gold

Thus the people of India would enjoy the same
advantage that the people of England do. They
would be able to convert their Gold at once into active
Currency at the cost of 144, per ounce

The Grovernment would be under no responsibility
for the payment of these notes

I have thus endeavoured to adapt the really
valuable parts of the Bank Charter Act to the
proposed Indian Paper Currency and to avoid its
fatal error

L
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It is an entirely exploded fallacy to suppose
that Credit can be controlled by imposing fixed limits
on the issues of Banks ‘

It is a maxim well known to Bankers that in

a great Commercial Crisis—¢ An excessive Restriction

of Credit causes and produces a Run for Gold”

We have had a long series of Commercial Crises
since 1793, and in each of them it was proved that an
excessive restriction of Notes brought on a Monetary

.Panic

The Bank Charter Act is founded on the fatal
error that Credit can be controlled by imposing a
fixed limit on the issue of Notes by the Bank

In 1847, 1857, and 1866 it is notorious that the
Commercial Crises were deepened into Monetary
Panics by the legal limitation of the Bank’s power of
issuing Notes

As soon as the Bank was given unlimited powers
of issuing Notes at a very lagh rate of Discount the
panics vanished in a few minutes

In 1856 I was in the Directorate of a Bank,
and saw all the operations of Banking going on
before my own eyes

I then investigated the whole history of Monetary
Panics, and from circumstances that came to my
kuowledge, which had never appeared to my know-
ledge in any book, I brought to mathematical
demonstration that the true supreme method  of
controlling Credit and the Paper Currency was by

{
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adjusting the Rate of Discount to the state of the
Bullion in the Bank and to the state of the Foreign
Exchanges

This principle is now universally acknowledged
to be the true ,one. One day at the Political
Economy Club Sir John Lubbock observed to me
that it was the greatest discovery of the age

T trust that in organising a Paper Currency for
Tndia it may be founded on this principle and not
upon the fatal error of the Bank Charter Act of
imposing a fixed limit on the issue of Notes by
the Bank

Many persons connected with various Tndian
industries contend that it is an advantage to have a
é()llstmltly “ depreciating Currency.” This however
in the long run is quite fallacious. Such ideas would
lead to increasing issues of Inconvertible Paper
Money, which always bring on ruin. Some individuals
may reap temporary profits from a depreciating
Currency because they pay their laborers in the
depreciating Currency and sell their products for
Gold. But a depreciating Currency is always
attended by a general rise of prices. The consequence
of the fall in the value of the Rupee has been a

corresponding rise in the prices of all European

commodities, which has been a most severe tax on.our
officials. In a general rise of prices the wages of
labor arve always the last to rise, and during this
period the heads of these industries may make large

[}
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profits. But in process of time this rise reaches the
wages of labour, and then these profits vanish. Then
a fresh depreciation of the Currency is called for, and
50 on

What is wanted for the advantage of the country
is not a depreciating Currency, but an ample supply
of Currency equal in value to the standard at low
rates. This can only be done by the extension of
Banking. There are still ill-informed persons who
suppose that Banking advances are made in solid
Cash. But bankers never make their advances in
Cash. All banking advances are made in Credit-—
but in Credit convertible into Cash if required, and
therefore of the Value of Cash. And it is the
stupendous powers of the great Banks in this
country, together with the admirable organisation of
the System of Credit, which have brought down the
Rate of Discount for a considerable period to 1 per
cent., and even lower than that. All commercial and
trading operations in this country are now effected
by Banking Credits and not by Cash

It is by the cautious and gradual extension of
RPanking and the development of Banking habits
among the people that the future progress of India in
wealth and prosperity is to be promoted. The current
works on Eeonomics arve utterly defective i the
exposition of the Juridical prineiples and the
organisation of the System of Credit and their

L



; application in practice in Mercantile Credit; the
colossal business of Banking and the Foreign
Exchanges

It would, of course, be quite impossible to exhibit
the juridical Theory of Credit and its practical appli-
cation in this Tract. But I have given the complete
exposition of the subject in my,* Theory of Credit.”
This I may observe is not the work of a private
irresponsible writer. Having been trained in Mer-
cantile Law by Mr. Edward Bullen, one of the most
able and accomplished lawyers of his day, I was
selected, after a-compet,itive examination among the
members of the Bar by the Law Digest Commis-
sioners, to prepare the Digest of the Law of Credit.
The Law Digest Commissioners entirely approved of
the Principles of Credit I set forth; and they were
afterwards affirmed by the unanimous judgment of
the Court of Exchequer in the case of Goodwin v.
Lobarts, and recommended to be put in a form
adapted for popular circulation, and shortly after that
by Statute became the Law of the land.

Side by side with the juridical Theory of Credit I
have exhibited its practical application in Mercantile
Credit, the mechanism of the various kinds of

Janking and the Foreign Exchanges, and shown
how the prosperity and wealth of Scotland have
been acclerated by her admirable system of Banking.
Of course it is only in the very distant future that
‘such a system can be extensively developed in India.

L ‘
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But it is as well to set before the administration of
the country the principles and effects of the system
so that they may promote its gradual and cautious
progress in India.
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TESTIMONIALS

of the Court of Exchequer Chamber in the i
ddwin v. Robarts delivered by Lord Chief Justice Cockburn.—
(L. R. 10 Exch. 337):— faf

«\We find it stated in a Law Tract by Mr. MacLeod, entitled
¢ Specimen of a Digest of the Law of Bills of Exchange,’ printed, as we
~ believe, as a Report to the Government, but which from its research
and ability, deserves to be produced in a form calculated to ensure &

wider circulation,” &c.

# * The above judgment declares the principles of Credit set forth
by the Author to be strictly accurate in every particular, and they are

now by Statute the Law of the land

Lord Hatherley.—Mr. H. D. MacLeod was selected by the
Commissioners for the Digest of the Law to prepare a Digest of the Law
in relation to Bills of Exchange. He performed his task in a manner
which shewed that hehad an extensive and very intelligent knowledge of

the Law

Lord Westbury.—The papers you prepared for the Law Diges
Commission, proved that you had a profound and comprehensive know-

ledge of a most important part of Mercantile Law

Lord Selborne.—You are entirely at liberty to state my belief,
founded upon the Specimen Digest of the Law of Bills of Exchange
prepared by you for the English Law Digest Commissioners, that you
are well qualified for the Professorship in Edinburgh which you seek to

obtain

Lord Penzance.—I can truly say that I was very much struck by °
the ability and learning evinced in the work you did for he Law Digest

Commission

Mr. Justice Stephen.—I read your book before I left town and !

admire it very greatly



sdopted by M. Michel Chevalier as his Text Book 7
Aended by Lord Justice Bowen and Mr. Jdsfi L

Yo ré
ephen to the Council of Legal Education for
ining of Students at Law

THE ELEMENTS OF ECONOMICS

Being the Third Edition of the Elements of Political
Economy

Two Vols. ; price 7s. 6d. each; American Price

i Paris, Feb. 22, 1875
My pEAR MRr. MacLEoD,
1 have received by the post your second Volume of the Principles
"of Economical Philosophy (the preceding edition of this work). I
immediately set myself to read it with the attention I give to your
works, and with the lively interest which resulted from the profound
impression which the first had made on me. T congratulate you sincerely
on this excellent work. Of all the works on Political Economy published
within the last fifty years none surpasses this in importance. You have
advanced the Science more than anyone, by the severe and judicious
analysis to which you have subjected all the fundamental conceptions
and “definitions. You have removed a considerable number of errors,
| even blunders, committed by the Physiocrates, Adam Smith, J. B. Say,
Mill, M’Culloch, &c., &c. : you have thus freed the field of the Science
from a great number of thickets which encumbered it : you haye simpli-
fied the Science, and at the same time enlarged it. It wasa work of the
greatest difficulty
As a proof of the conviction which I have on the subject of the
extent of the seryices which you have rendered Political Economy, I
add t}}at it is this work which henceforth shall serve as the guide in my
teaching in the Collge de France for the Philosophy of the Science.

No other Work can be compared to yours for the correction of philo-
sophic errors

Yours truly,
MicHEL CHEVALIER
27, AVENUE DE L'IMPERATRICE

Law Magazine and Review.—We have on more than one
occasion expressed our high sense of the value of the several works
which Mr. H. Dunning MacLeod has devoted to the exposition of that
Science of Economics of which he is undoubtedly a master
i It is we}lpalculated for use in the higher forms of Schools, and at |
Tli?ngn}veml_t]es. It is full of life, and even of picturesqueness. . . -
Diges?ttoer time, indeed, the learned Author cites definitions from the
g enforce his views on the Science of Economics. We de¢ not

of any other text-hooks on this Science which so vividly illustrate

the val | . ' |
E ue of Roman Law as an authentic source of interpretation for
conomical termsg

Westminster Review.—The very model of a student’s text-book.
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FIFTH EDITION.

g THEORY ANDBS PRACTICE L
< BANKING

Vol. I., price 12/- Vol. II., price I4/- American

Price
An Index is added to this Edition

Journal des Débats.—An Economist of the first order

Law Magazine and Review.—We have had the pleasure of
commending so much of Mr. MacLeod’s valuable work as a teacher of
the Science of Economics on previous occasions that we really find but
little left us to say that is new by way of urging our readers to the
study of the revised and we believe final edition of his great Treatise
on Banking now before us

B

Investor's Review.—There is no book that we know of which is
so excellent in quality as a guide to principles and practice for the
practical banker . . . . Itis quite the most thought stimulating
book of its kind in our language

It is full of suggestive writing from beginning to end, and we are
inclined to think that the time is not far distant .when Mr. MacLeod's
keen criticisms upon the constitution of the Bank of England will
require to be studied by statesmen with a view to the revision of its
constitution and the amendment of its charter . . . . Nobody, in
short, can read or even dip into this book without being obliged to
think for himself, and it is withal full of interesting and valuable

information
THIRTEENTH EDITION
THE ELEMENTS OF BANKING

One Vol. Crown 8vo. Price 3/6 American Price

Standard.—A volume remarkable for the extreme simplicity of i
language, the singular clearness of illustrations, and its thoroughness ¢
treatment

Bullionist.—The volume has the merit—too rare in the present
day—of giving a great deal of thought and information in a very smal!
COrapass

Edinburgh Conrant.—Mr. MacLeod's admirable handbook
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FIFTH EDITION. g

ONOMICS FOR BEGINNERS L

i Small Crown 8vo.; Price 2/6; American Price

Bullionist.—We have much pleasure in recommending so excellent

n Introduction to the study of Political Economy in its latest
1eoretical phases

Scotsman.—Although it professes to be no more than an Elemen-
ary Handbook, the work will be found sufficient to give a clear insight

nto the Laws and Principles which govern Commerce all the world
ver

: SECOND EDITION.
BIMETALISM
One Vol.; Price 5/- net; American Price

The Times.—We cannot but welcome a tract which contains in
its first go pages a clear historical summary of monometalist opinion of
over two centuries, and in its second portion a strong exposition of the
case of common-sense against its very active antagonists

Investors’ Review.——We have been many times asked to say
which was the best book on this modern, yet very ancient craze, and have
never hitherto been able to give a satisfactory reply. It can now be
given. Mr. MacLeod has furnished in this small work, which is only a
Portxon of his learned and in many ways admirable treatise on the
Theory of Credit, a whole armoury of facts and reasonings with which
to slay the monstrosity. Mr. MacLeod is beyond cavil, the
most learned student of Political Economy of our time

A DIGEST OF THE LAW OF BILLS OF
EXCHANGE, BANK NOTES, &

One Vol, Price 5/- net; American Price.

THE BANKING SYSTEM
OF ENGLAND

One Vol. (In prepavation)

———
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The Times.—Mr. MacLeod has produced a valuable fir
approximation to a History of Economics,” and also a useful contrib.
tion to the discussion of the method of the Science

The Scotsman.—Mr. Henry Dunning MacLeod has established
a good claim to be the author of a History of Economics. His previous
writings on Economics in general and on particular subjects such as
Banking, Credit, the Exchange and Bimetalism have won their way to
popular favor in virtue of their real worth as pronouncements on subject:
on which few writers were entitled to ddgmatise. It is not going toy-
far to say that Mr. MacLeod’s conclusions are supported by a consensus
of opinion among practical men that probably no other writer on
Economic questions can be credited with. . . . In this volume Mr.
Dunning MacLeod has delivered to the world in a final form his full
message on the Science which hé has aptly named that which treats of
the laws which govern the relations of Exchangeable Quantities. Its
teaching is thoroughly sound as to freedom of exchange, the position and
function of Money, of Credit, of Value, and of the Currency., Nothing
but the highest commendation can be given to the second book which
treats of the fundamental concepts of Economics. Of special value are
his statements on Money, Credit, Debt, Currency, Discount, Interest,
sundry phases of Banking, Rents, Property, Labor, Value and Wealth

Bullionist.—We have no hesitation in describing * The History of
Economics  as the most masterly exposition of Economic Theory that
has appeared withinrecent years. . . . Mr. MacLeodin the volume
before us undertakes the task of correcting the errors of his predecesso’
and of placing Economic Science on a solid basis. For the accomplish-
ment of that object he possesses those qualifications which he himself
characterises as indispensable in anyone who wishes to comprehend
thoroughly the whole subject. He knows his classics, and is therefore

able to study Aristotle, Demosthenes and the other classical writers in'

whiose works many of the fundamental concepts of Economics are to °
found. He is deeply read in the Roman Jurists, who it should
remembered are responsible for the most vital conceptions of modc
mercantile law ;
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