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“ GOLD AND SILVER HAVING BEEN CHOSEN FOR THE GENERAL
MEDIUM OF CIRCULATION, THEY ARE, BY THE COM-
PETITION OF COMMERCE, DISTRIBUTED IN SUCH PROPOR-
TIONS AMONGST THE DIFFERENT COUNTRIES OF THE
WORLD, A5 10 ACCOMMODATE THEMSELVES TO THE
NATURAL TRAFFIC WHICH WOULD TAKE PLACE IF XNO
SUCH METALS EXISTED, AND THL TRADE BETWEEN
COUNTRIES WERE PURELY A TRADE OF BARTER.”

— Ricardo.



PREFACE

THE Indian Mints were closed to the unlimited
coinage of silver on 26th June, 1893, with the
object of establishing Gold as the Standard of
Value in that country, and this measure
practically closed the Bimetallic Controversy.
The Government of India have been so far suc-
cessful in their policy that the Gold Standard has
been effectively maintained in India since 1898,
the par of exchange being 1s. 4d. per rupee.

Questions connected with the Standard of
Value and the Currency have but little attrac-
tion for the general public, and to many persons
the Bimetallic Controversy must have seemed
little more than a war of words.

In reality a very important issue was involved
in it, namely, whether the Standard of Value of
the world sheuld in the future be Gold alone, or
whether it should be formed of a combination of
Sitver and Gold as it had been in the past.

ix



X PREFACE

1 was employed in the Financial Department
of the Government of India when the divergence
in the relative value of Gold and Silver began to
declarve itself and, as the fall in the Indian
Exchange had a serious effect on the finances of
the Government of India, the subject forced itself
on my attention.

In 1886 I published a work called the “ Theory
of Bimetallism,” and I was a Member of the
Royal Commission on Gold and Silver which sat
from 1886 to 1888.

I was subsequently Finance Member of the
Council of the Governor-General of India, and
took part in the measures for the introduction of
the Gold Standard mto India. T was afterwards
a Member of the Committee which recommended
that the gold value of the Indian rupee should be
fixed at 1s. 4d.

Although Bimetallism is no longer a live
guestion, other problems connected with the
Standard of Value will arise in the future, and
have decided to place on record the conclusions
at which I arrived as the result of my experience
and study of the subject, and also to state the
circumstances under which it was decided to
introduce the Gold Standard into India and
explain the procedure adopted for that purpgse.
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I cannot hope to give the trained Economist
fresh light on questions with which he is already
familiar, but what I have to say may be of some
assistance to the man of business who may be
forced by circumstances, as 1 was, to give his
attention to the subject.

T feel that some apology is needed for the
length of my temarks on the subject of the
Quantity Theory of Money and the Relation
between Credit and Prices, but at the time of the
Bimetallic Controversy the questions connected
therewith had not been so thoroughly investigated
as they have lately been, by Professor Irving
Fisher, and other Fconomists, and the
applicability of the Quantity Theory of Money
to modern conditions was dented, while, as it
seemed to me, wholly untenable theories were
put forward regarding the relation between
Credit and Prices. It is for this reason that I
have felt bound to offer certain remarks in
defence of a theory which, rightly understood,
ought never to have been challenged.

The eclosing of the Indian Mints was not an
isolated action, carried out by the Indian
Government without reference to the circum-
stances of the time.

It was the outcome of a general movement
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towards the substitution of Gold for Silver as the

Standard of Value in the civilised world, and the
Government of India, though involved in serious
trouble owing to the fall in the Indian Exchange,
had long hesitated as fto the expediency of
attempting to change the Standard from Silver to
Gold.

The origin of the movemmnt towards a
universal Gold Standard was the adoption of a
Gold Currency in England after the recoinage of
the silver money in the time of William IIi.,
but the difficulties which the Government of
India experienced were the result, direct and
indirect, of the change from the Silver to the
Gold Standard made by Germany after the
Franco-German War of 1870. The action of
Germany set in motion forces which put an end
to Bimetallism and led to the almost universal
establishment of Gold as the Standard of Value.
China is the only great nation which still uses
the Silver Standard.

As the adoption of a Gold Standard by the
Government of India was only one step in a
world-wide movement, fundamentally affecting
the Relations which had existed between Gold
and Silver for a very long period, the reasons for,
and against, the change cannot be understqpd
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without some examination of the history of the
previous use of the Precious Metals as the
Medium of Exchange, and Standard of Value;
but, though I refer to what was done in very
early times, I deal bricfly with the historical
portion of the subject, and only at such length
as is necessary to explain the nature of the
change in the Standard of Value of the world
which was made subsequent to the year 1870.

My best thanks are due to Lionel Abrahams,
Esq., C.B., and William Robinson, Esq., of the
India Office, for the assistance they have given
me in connection with the preparation of
Chapter XVIIL



CONTENTS

CHAPTER T
PAOE

GOLD AND SILVERL A8 NEDIA OF BXCIHANGLE IN FARLY TIMER, 1

CHAPTER T1

JOINT URE OF GOLD AND SILVER AX CURRENCY IN MODERN
TINES, AN THE RFFECT 61 & LEGAL RATIO ON THE
RELATLVE VALLE OF THE TWO METALS . . . . B

ATAVTER 111

ABANDONMENT G RIMETALLISM AND RESULTS OF THE CHANGE , 15

CHAPTER IV

VALIE . . . ... ... X

CHAPTER V

THE QUANTITY TUEORY OF MONKEY | . ' . . . 33

CIIAPTER VI

TiHE URLATION DETWAREN PRICES AND SHE VOLUME OF TRADE 49

CHAPTEL VI

PIE REBLATION DEPWEEN MONEY, CREDIT AND PRICEN . G

CHATTER VIT

ALL QRANE, THOUGI CARRIER ON THROGUIL A MEDIUM O
BROHANGE, [4, 1N BSRENCE, ARV . . . . . T



xvi CONTENTS

CHAPTER IX

THE FORMATION OF WORLD PRICES

CHAPTER X

ALTERATIONS IN TEE RELATIVE VALUE OF DIFFERENT MONETARY
STANDARDS . .

CHAPTER XI

APPRECIATION OF THE STANDARD OF VALUE

CHAPTER XII

TEE ROYAL COMMISSION ON GOLD AND BILVER .

CHAPTER XIiI

THE CAUSE OF THR DIVERCENCE IN THE RELATIVE VALUL ug
GOLD AND SILVER DETWEEN 1873 awp 18806

CHAPTER XIV

TEE CACSES OF THE FALL IN GOLD PRICES AFTER 1873 .

CHAPTER XV

SOME FALLACIES

CHAPTER XVI

THE CLOSING OF THE INDIAN MINTE TO RILVER .

CHAPTER XVII

THE ESTABLISHMENTE OF A GOLD STANDARD TN INDIA AND
THE BESULTS OF THAT MEASURE |

CHAPTER XVIIL

CONCLUSION

TAGE

87

95

108

120

1350

140

178

207

237



