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PREFACE

THE problem presented in the following pages is
no new one. The world has faced a similar situa-
tion on at least two-former occasions., What is
new, however, is the effort now being made in
London to effect a’ solution —an effort which,
inevitably doomed to failure, so it-is submitted,
can only tend to aggravate the existing friction
between labour and capital, and so retard that
industrial progress upon which Great Britain's
ability to withstand the increasing pressure of
international competition mainly depends.

Those who may not be closely interested in the
affairs of our vast Eastern Dependency are recom-
mended to pass over Parts II. and III., and form
their conclusions from the arguments and facts set
forth in Parts I. and IV. All Anglo-Indians are
ernestly invited to weigh the charges against the
Finance Committee of the India Office, and to give
their verdict openly and fearlessly.

If this book *smells of the lamp " (and keen
critics will have no difficulty in detecting defects
and repetitions), my apology is that only by a

wil
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liberal expenditure of midnight oil has it been
possible to produce it at all. Even then it could
not have been finished till a much later date except
for the constant help of my wife.

My thanks are also due to friends in India and
in England who bhave supplied me with material
and advice, and in particular to the editors of the
Nineteenth Century and After and the Times of
India for kindly permitting me to reproduce in
Chapters II., X., and the Appendices portions of
articles which were originally contributed to their

columns.
M. o P. WEBB.
KaracH1, April 25, 1912,
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“Money is perhaps the mightiest engine to
which ' man can lend an intelligent guidance.
Unheard, unfelt, unseen, it has the power to so
distribute the burdens, gratifications, and oppor-
tunities of life, that each individual shall enjoy
that share of them to which his merits or good
fortune may fairly -entitle him; or, contrariwise,
to disperse them with so partial a hand as to
violate every principle of justice, and perpetuate a
succession of social slaveries to the end of
time.”

ALEXANDER DEL MAaRr.



PART I

THE CRISIS IN GREAT BRITAIN



. . . Against the fairy story of last year’s trade
prosperity they had the fact that the wages of the
working classes were no better, and the purchasing
power of their wages was less. What was the use
of all their beneficent legislation unless it was going
to show its results in the improved conditions of the
working people? "—Mr. PHILIP SNOWDEN, M.P,, at
Croydon, January, 1912.



BRITAIN’S DILEMMA

CHAPTER I
THE DILEMMA

COMMERCIAL and financial Britain is at present
face to face with a dilemma of a kind unparalleled
in the history of the United Kingdom. On the
one hand, industry and progress are jeopardised
by grave labour troubles—the inevitable accom-
paniment of the plethora of gold that is now
inflating prices and so reducing real wages
throughout the country ; whilst, on the other hand,
finance and commerce are daily exposed to the
hazard of high rates of discount arising out of
the natural demand of India and the East to be
supplied with gold from the small reserves in
London upon which the gigantic. credit business of
Great Britain is delicately poised.

At first glance, it might be thought that the pros-
perity of our Indian Empii'e and its demand for
gold 'in millions sterling were matters for con-



4 BRITAIN’'S DILEMMA

gratulation in Great Britain, and by the world at
large. Such prosperity implies abundant harvests,
great surpluses of produce for sale and export,
-immense traffic by rail and steamer, and expand-
ing and profitable business to all concerned —
traders, merchants, shipowners, financiers, &c.
Further consideration, however, brings to mind
the fact that although London is the chief market
in the world for gold, a demand from India which,
for large portions of the year, might easily exceed
half a million sterling a week, would not improb-
ably disturb the level of the London gold reservoir,
and, by forcing a rise in current discount rates,
affect the everyday business of all who borrow or
lend money and credit. In order to prevent
London’s reserve of gold being thus depleted, it
might be necessary for the Bank of England to
advance its official discount rate so as to attract
gold from other great financial centres. But an
advance in discounts means that not only may
money become dearer in London than in some
great competing capital centres (thereby driving
business away from London), but all those who
carry on business by means of borrowed capital
(probably 99 per cent. of the trading com-
munity) may have to pay more for what they
borrow, and so may either earn less, or, if they
increase the fixed charges on their transactions,
possibly handicap themselves in their world-com-
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petition for new business. Moreover, gold that
leaves London for India is rarely or never re-
turned from India; that, at least, has been
London’s experience up to the present. There
seem some grounds, then, for resisting this grow-
ing demand on the part of India for more and
more gold.

. And yet the yearly output of gold from the mines
of the world has now reached such a fabulous figure
that the value or purchasing power of the metal
is steadily diminishing. Prices are everywhere
rising, and with each turn of the screw those
whose slender earnings are only just sufficient to
keep body and soul together (i.e., nearly one-
quarter of the nation) are obviously placed in a
position of daily increasing difficulty. In such
circumstances, can we fgel surprised that a spark
is sufficient to set the great mass of discontent into
a national blaze? And though the conflagration
may be temporarily suppressed, it must be obvious
to all that, so long as prices rise more rapidly
than wages—and experience shows that this mode
of progression is inevitable where money is steadily
diminishing in value—there is little possibility of
the great multitude of fixed wage-earners improving
their conditions of life, and settling™®down to
careers of contentment and prosperity. Ten
millions sterling are estimated to have been lost’
owing to the recent coal strike, Yet this must be
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but the beginning of many similar troubles before
us, if prices still continue to rise. Strikes in other
branches of industry will assuredly, develop before
long. And such strikes—with all the losses and
misery inseparable therefrom — will gradually
assume a chronic form, unless their main encour-
agement (the present extraordinary production of
gold) can be in some way checked or neutralised.

The most obvious method of arresting the fall in
gold (and general advance in prices, with its
corollary of labour unrest, strikes, and huge
monetary losses to innumerable trade interests)
is to encourage by every possible means in our
power the further use and consumption of the
precious metal. Fortunately, help is at hand in the
abounding prosperity and yearly increasing pur-
chasing power of our great Indian Empire. Let
India, then, take all the gold she wants.

Here, however, we once more find ourselves
face to face with the City of London. If India
commences withdrawing millions after millions of
gold from London, then discount rates must be
raised to protect and maintain Great Britain’s
modest reserve of the yellow metal. And this
may mean inconvenience and loss to the merchants
and financiers of England. Per confra, if steps
be taken to discourage and diminish India's
demand for gold (either by transferring some of
India’s spare cash to London, or by offering the
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peoples of India silver money instead of
_ sovereigns), then the yearly increasing flood of
new gold from the mines will assuredly further
inflate prices and so probably promote specula-
tion and financial crises, and certainly prepare the
way for further combined demands for increased
wages for the great multitude of fixed wage-
earners. All which mean, eventually, more labour
crises, more strikes, and more heavy losses to
employers, employed, and to the nation at large.

Which alternative is the better? The dilemma
is one which cannot be escaped, and must, there-
fore, be faced boldly. And the sooner the better.
The :inevitable results of the present policy of
laissez-aller in connection with the world's output
of gold and India’s growing demands for the metal
are already being reaped both in India and in
England ; and nobody who gives careful attention
to the matter can doubt that those results have so
far been deplorable in the extreme. Yet worse
may follow, if no effort be made to deal with the
situation. o

Let us, therefore, hasten to survey the ground
in somewhat greater detail.



CHAPTER 11
THE WRONG WAY OUT OF THE DIFFICULTY®

IN no period of British history has the national
conscience been more keenly alive to the disabilities
under which great masses of our population labour,
or more genuinely anxious to alleviate those dis-
abilities by the introduction of practical measures
of reform, than at the present day. And nobody
who visits the great mining and manufacturing
centres of British industry, or inspects the pooter
quarters of our largest and most famous cities,
can doubt for a moment that there is much scope
for the reformer’s activities. At the same time,
whilst there are many ready and able hands work-
ing at the amelioration of the social, industrial, and
political conditions amidst which we are living,
there is one factor in our national life—perhaps
of greater importance than many others put to-
gether—to which the bulk of our people give little

* A portion of this chapter app d in the Nineteenth Century
and Aﬂn for December, 1911, under the title of *The Coming
Deluge,” and is now reprodnced by kind permission of the Editor,

8
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or no attention, yet which is at the present
moment undergoing a change calculated to vitiate
‘much of the good reforming work being done in
other directions. I refer to the purchasing and
measuring function of the nation’s money.

To appreciate clearly the vital importance of
maintaining as far as possible the stability of our
great purchasing and measuring instrument and
standard of deferred payments, it is necessary to
recall the fact that practically every transaction
of our daily life—private, public, personal, cor-
porate, national, imperial—is carried through
directly or indirectly by the aid of money, and
that any fluctuation in the value (i.e., purchasing
power) of money must, therefore, affect each and
every individual in the State more or less seriously.
The sudden, arbitrary changing of the pint measure
to three-quarters of its ordinary capacity, or the
extension of the standard yard to 46 or 56 or
66 inches would inflict far fewer and less serious
injustices upon the community at large than the
shrinkage of the sovereign from a purchasing
power of twenty shillings to, say, that of only
fifteen shillings. Nevertheless, it is a fact that
a sovereign nowadays only goes as far as fifteen
shillings did a little while ago. Our pound sterling
has in reality during the last fifteen years lost
more than a quarter of its purchasing power.
Moreover, there are good reasons for believing
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that this shrinkage will continue. It is -quite
possible that the distortion of our monetary
measure now in progress is but the beginning
of a movement that may conceivably prove more
revolutionary than anything that the most extreme
Socialists have yet imagined. Indeed, if the move-
ment be rapid and continued in a marked degree,
many forms of accumulated wealth must of neces-
sity disappear, and in a way more complete than
could be effected by the most drastic of class
legislation. At the same time, if such a shrink-
age in monetary values should come to pass, the
rewards of labour would also slip through the
fingers of the poorer classes. For prices always
rise before wages in such circumstances, and the
labouring man would, therefore, find himself the
victim of a cruel delusion—the seeming prosperity
of increased earnings being invariably discounted
by a still more rapidly advancing cost of living.
What was gained in one direction would be lost in
another. And with the result that great masses of
our population, notwithstanding every effort to
assist and raise them, would perforce, for want
of means, remain in the same condition of poverty,
degradation, and arrested development as that in
which we see them to-day.

But, it will be asked, why has our good British
sovereign shrunk in value? And what grounds
are there fof conjuring up this nightmare of a
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further shrinkage? The answer is simple. Like
every other commodity in this world, although
in a different way and to a different degree, gold
is subject to the laws of supply and demand—an
increased demand tending, all other things being
equal, to raise its value and an increased supply
to diminish its value. During the last half-century
there has been a vastly increased demand for gold, -
practically every great mation in the world aban-
doning silver as a chief monetary instrument, and
adopting in its stead the more precious yellow
metal. Per contra, in England and in certain other
Western countries very great economies in the use
of gold have been effected by the continuous
development of banking, of ‘cheques and bills of
exchange, and of credit facilities of all kinds. At
the present moment, with mints open to free coin-
age of gold, the value of every ounce of new gold
unearthed is determined by the -purcha.sing power
of the gold coins already in use. At the same
time, the purchasing power of the gold moneys in
use obviously bears some relation (though a rela-
tion difficult to define mathematically) to the
amount of gold coined and uncoined, in the posses-
sion of mankind and actively employed. Exactly
what this amount is nobody can say with any
degree of certainty, nor is there any, need for us
to attempt an estimate at the momert> . Suffice to
say, that the output of new gold froni the thines of
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the world during the last few years has altogether
eclipsed anything known in history. Moreover,
there seems every probability of the output in-
creasing. With an immense flood of the precious
metal of unprecedented magnitude pouring into
the centres of civilisation, commerce, and govern-
ment, can we feel surprised that, notwithstanding
the additional demand for gold, its value all the
world over is steadily diminishing, that its pur-
chasing power is shrinking—in other words, that
prices generally, measured in gold, are everywhere
advancing?

The same thing has happened before, and with
precisely the same results. The middle of the
sixteenth century was marked by extraordinary
discoveries . of silver in South America and
Mexico. The precious metal was shipped across
the Atlantic and slowly found its level in the
currencies ' of Europe, with ‘the result that the
purchasing power of money dwindled in an extra-
ordinary way. Sir George Evelyn, in his paper
contributed to' the Royal Society in 1798,
attempted to prove that between 1550 and 1795
the level of prices rose 400 to 500 per cent.
Although his conclusions have been severely criti-
cised by Hallam and others, there is no doubt
whatever that prices at least doubled (in other
words, that our Monetary Measure shrank by at
least one-half) during the period referred to. The
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greater part of the change occurred within a
hundred years of the discovery of Potosi.

During the first half of the last century, when
the effects of a greatly reduced output of gold
and silver from the mines of ‘the world were
emphasised by the rejection by Great Britain of
silver as a chief monetary instrument, prices
dwindled very seriously—over 45 per cent accord-
ing to Mr. Sauerbeck, and nearly 60 per cent.
according to Jevons. Then came the marvellous
discoveries of gold in California’ and Australia.
The effects were at once apparent. Prices quickly,
swung round, and an upward movement set in,
traces of which can be discerned till nearly the
middle of the seventies. The distortion in our
Monetary Measure was very marked at first, the
sovereign losing some 25 per cent. of its value
between 1849 and 1857. Subsequently, a partial
recovery took plack; but there is no question
that the increased output from the mines materially
affected for a number of years the value of all
the gold and gold money then existing, seriously
distorting its purchasing and measuring functions,
and inflicting corresponding injustices upon all
those dependent upon fixed wages, incomes,
pensions, and the like.

Astounding as the flood of gold from the
mines of California and Australia seemed to our
fathers, it was, as a matter of fact, quite a small
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matter in comparison with the great deluge of
precious metal that is now steadily spreading over
the. surface of the civilised world. The average
annual production of gold for.the first half of
the nineteenth century was only about £3,150,000.
Then came the most wonderful discoveries ever
known up to that time. The world's output for the
next ten years was approximately as under :—

£ £
1851 ... 16,600,000 1856 ... 29,520,000
1852 ... 36,550,000 1857 ... 26,650,000
1853 ... 31,090,000 1858 ... 24,930,000
1854 ... 25,490,000 1859 ... 24,970,000
1855 ... 27,010,000 ° 1860 ... 23,850,000

Can we feel surprised that the whole world became
delirious with excitement—many forsaking all and
rushing in flocks to the goldfields, others fore-
seeing dire disaster and social chaos in the mone-
tary revolution that seemed inevitable? And yet,
what® was that production compared to the output
that we have been receiving during the last ten
years? Here are the figures :(—
£ £

1902 ... 60,869,000 1907 ... 84,904,000
1903 ... 66,650,000 1908 ... 91,450,000

1904 ... 70,688,000 1909 ... 3,000,000
1905 ... 76,675,000 1910 ... 96,000,000
1906 ... 82,569,000 1911 ... 97,000,000

Over 8oo millions sterling of new gold added
to the world’s stock in the last ten years,
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as compared with the 267 millions added in
1851-60. Where will it end? And where will
it land us all? '

The relation between money and price levels
has been the subject of innumerable disquisitions
during the last hundred years. It is only necessary
to mention such names as Jacob, Tooke,
Newmarch, Caimes, Macculloch, Ricardo,
Chevalier, "Bagehot, Jevons, Giffen—such Pro-
fessors as Lexis, Rogers, Walker, ‘Nicholson,
Foxwell, Marshall, Price—such Index Number
Specialists as Dr. Soetbeer and Mr. Sauerbeck,
. to recall the wealth of expert knowledge that has
been brought to bear on' this question. Until the
beginning of the nineteenth century the relation
was, no doubt, a comparatively intimate one (as it
is to this day in India and other parts of the East
where but little advance has been made by the
people at large beyond the stage when metallic
money forms the chief instrument of purchase) ;
but with the growth of banking and the multi-
plication of credit-spinning devices such as those
with which we are familiar at the present day,
the connection between price levels and the volume
of metallic money in use has become greatly
obscured. So much so that there are not wanting
advocates of the theory, that. credit, and not
metallic money, is now the determining factor in
‘the problem; Whilst in highly developed States
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the relation between the instrument of purchase
and the commodity, purchased is admittedly most
difficult to define, there can be no doubt that the
relation is there. The connecting link, as has been
proved by Bagehot, Giffen, and others, is to be
found in the bank’'s reserves. In its issue of
January 21, 1911, the Stafist published a table
showing that the gold holdings of the chief central
banks of the world, and Treasuries which act as
central banks, had increased from £500,267,000
on December 31, 1900, to £886,447,000 on
December 31, 1910—an increase of over 77 per
cent. These increased gold'reserves imply a great
expansion of credit. So that whether we regard
credit or metallic money in active use as the.
determining factor in the adjustment of price
levels, an inflation of prices (i.e., a fall in the
purchasing power of money) seems now inevit-
able. As a matter of fact, this inflation of prices
is at present actually in progress, as the Index
Numbers regularly published by the Economist
and other authorities clearly prove. As the regular
annual output of gold is now of unprecedented
magnitude, and as there exist no reasons whatever
for anticipating any serious diminution in this
phenomenal output, the conclusion seems inevitable
that the fall in gold must continue. Again we.ask,
Where will, this distortion of our Public Measure
of Value end? And where will it land us all?
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In view of the exceptionally grav; nature of the
possibility before us—the shrinkage in wealth of
many of our capitalists and property-owners, and
the arrest of material progress and social better-
ment so far as the great majofity, of our
population—the fixed wagé-earning classes—are
concerned, it may be well to consider what policy
i_s' best calculated to avert the consequences of
the deluge of gold that is now threatening to
submerge us. Theoretically, two courses are open
—to increase demand and to restrict supply.
Practically, we can only attempt the former ; for
although over §5 per cent. of the world’s supplies
of new gold are obtained within the British
Empire, it is beyond the range of practical politics
to check the economic development of South
Africa, Australia, Rhodesia, India, Canada, and
other portions of the King's oversea dominions in
respect of gold-mining, no matter what the conse-
quences of the golden.deluge may be. (By the
way, it is perbap$ not generally known that over
2,000 millions sterling in gold has been proved
to exist in the main reefs of the marvellous Wit-
watersrand alone. Heaven only knows what may
be-discovered hereafter in other parts of the Trans-
vaal or of Rhodesia. The whole country, is highly
_mineralised. Australia and Central Asia, -too,
have hardly been scratched yet, as a whole; so
there are many possibilities in the direction of

3
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still more gold discoveries.) Unable, then; in any
way. to influence supplies, we are thrown back for
our remedy on the only other economic alternative
—an increased use and consumption of the precious
metal. Here, fortunately, it may be possible to
set machinery in motion that might conceivably -
correct in some degree, if not wholly, the distor-
tion now taking place in our Public Measure of
"Value. Thus Government, if backed by public
opinion, could not only ‘make a far larger
.use of gold itself in England, and in other parts
of the Empire, but it could, by legislation, compel
those who trade in money and make a business
of receiving and safeguarding thé nation’s ready
cash, to afford the public 4 metallic secutity more
adequately proportionate to the magnitude of their -
liabilities‘ than is at preseit customary. In these
ways the demands for gold could undoubtedly be
considerably inct_'ve:ised, greatly to the benefit of
the people at large. ) )

A satisfactory feature of the policy here out-
lined is the fact that it exactly coincides with the
course urged by many patriotic and eminent
thinkers on entirely different grounds. Thus, the
political necessity of a substantial war reserve in
gold is a point which we alone, of all the great
nations of the earth, deliberately neglect. Ger-
many, Russia, France, and other countries hold
immense reserves of gold for political ends; we
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trust entirely to private interests for the ** sinews
of war,” and expect the great banks and finance
houses to shoulder our monetary liabilities in times
of national emergency. - This they will no doubt
do, -as far as they, can—and for a considerétion
As has been very forcibly pointed out . by Mr.
Edgar Crammond in Manchester twa. years ago,
and again before the London Chamber of Com~
merce last year, financial prepara.tlon for war forms
as vital a part of our scheme of Impena.l defence
as naval and military preparation. = Why, then;
should we -neglect -this miost important factor?.
Why should we continue to expose ourselves to the
tender mercies of an ‘enemy- who, profiting: by
Napoleon’s nuscalculatlons in this respect; and by
the additional knowledge ROW avarlable ta all who
care to imbibe lt, would have no dxﬂ"xculty in
engineering a very formidable raid on our .private
reserves’ of gold, thereby creatmg' trouble and con-
fusion in our midst at the very moment when we
should require all our money as well as all our
wits? It has been said that if such a raid failed,
. we should make matters extremely uncomfortable
for .the would-be raiders, The same might be
assumed of any raid, naval and military, as well
_as financial: Further, it has been argued.that if
Government created a special political reserve of
"gold there -would be great difficulty in preventing
the ‘business world from utilising that gold for
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its own purposes. Possibly so. That would
depend upon the strength and personnel of Govern-
ment. Be this as it may, there are at least two
reasons of great weight why Government should
hold a substantial reserve of gold of its own for
political emergencies.

So, too, there are reasons why Government
should hold another reserve of gold in connection
with its commercial obligations. Against thé lia-
bilities of the Post Office and Trustee Savings
Banks Government holds practically no reserves
at all, only a little till money—some £300,000.
And yet the total due to depositors (exclusive of
Government stock held on their account) exceeds
200 millions sterling! Just as in the case
of Imperial defence, Government look to private
financiers to work for nothing.) At the same time,
with cash in time of stress. And here again
Shylock will no doubt do all in his power—at
a price. (We obviously have mno right to expect
financiers to work for nothing.) At the same time,
a serious run on the Government Savings Banks
would of necessity very greatly inconvenience the
money market.

The laxity of the Government in the matter of its
own political and commercial reserves of gold is
doubly dangerous in view of the admitted insuffi-
ciency of the gold reserves at present held by
the Bank of England and other private banking
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and financial institutions. From the days of Jevons
and Bagehot up to the present moment every ex-
perienced economist has warned the nation against
the inadequacy of its gold reserves. Newspapers
of every shade of political opinion from the Times
downwards have urged that the Bank of England’s
gold reserves are insufficient in comparison with
the current liabilities of the banks of the United
Kingdom. The trading public, through the agency
of the Associated Chambers of Commerce of the
United Kingdom, have over and over again
_hammered at this subject, but without practical
result. Politicians, even, have joined in the cry.
Thus, Mr. Asquith, when Chancellor of the Ex-
chequer, at a bankers’ dinner in London in May,
1906, said that this question of the gold reserves
was “. .. a matter of grave and incredsing
importance, and it was at that moment engaging
his most serious attention . . .” The late Lord
Goschen followed at another bankers’ dinner in
July, 1906: *. . . Here we are with enormous
liabilities, and with a smaller stock of gold than
any other country holds. . . . It is not a satis-
factory situation. . . .” Yet, in spite of this
unanimity of opinion, nothing has been done. The
one and only remedy is legislation that will compel
all who deal in the savings and cash reserves of
the people to hold a certain proportion of their
liabilities in’ gold. In this way private reserves
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of gold of a substantial volume would be accumu-
lated and available in times of eméfger;cy. The .
“dishonest practices now resorted to by certain
banks of borrowing indirectly some thirty millions
sterling from the Bank of England in the last week
of December for a few days simply to show to the
public substantial balances in * Cash and at the
Bank of England " at the close of each year (when
accounts are published) could be abandoned for
ever. The public would see for itself that each
bank’s cash reserve came up to statutory require-
ments. '
Here, then, we have three new demands for
gold calculated to add materially to the nation’s
political and economic strength, and also, though
possibly in but a small degree, to correct the
serious distortion in our Monetary Measure that
is now threatening us. The demand that could
confidently be expected to arise from an extension
of Government’s gold-using policy to other parts
of the Empire would be very much more effective,
and might perhaps in itself be relied upon wholly
to correct the shrinkage in gold values that is
the subject of the present inquiry. In this con-
nection we have the experience of the past to
guide us—an experience identical with that through
which we are now passing, and invaluable to us,
therefore, in our effort to find a solution to the
present gold situation. Whep, in the middle of
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the last ‘century, gold commenced to pour over
the world from the mines of California and Aus-
tralia,. thé economists. and learned societies of the
da.y were “filled . with, a.la.rm Test the ﬂood of metal
should so deprecxate its value as to sweep away
property and accumulated savings, and reduce the
Western world’ to a- condition of chaos. The
writings and sayings of Chevalier, Cobden, Jevons,
and others are well known in this connection. The

- gloomy forebodings of the economists, however,

- wete not fulfilled, for although there was a very
marked depreciation of gold, the fall was soon
arrested. How it was that the best economists
of the day proved to be so far out in their
prognostications has been the subject of many
inquiries since. Their theories were unimpeach-
. able and most of the facts upon which they based
their conclusions were also beyond question. There
were two or three matters, so it turned out, the
importance of which Chevalier and others failed
to appreciate accurately. One of these was the
magnitude of the then existing stocks of metallic
money in relation to that of the new supplies ;
a second was the magnitude of the increased
demands for money consequent upon the rapid
development of America and Australia. A third,
and the most important of all, was the part _played
by India in this connection. Scared at the prospect
of rapid depreciation of gold, the Government of
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India by an Ordinance dated December 22, 1852,
declined to receive any more gold mohurs at their
Treasuries. The peoples of India were therefore
restricted by Government’s interposition to silver
for their chief monetary instrument. From early
times the demands of the East for the precious
metals have been an important factor in determin-
ing the effects of supplies upon price levels. After
the suppression of the sepoy Mutiny the trade
of India expanded rapidly, and the demand for
Indian cotton consequent upon the deficiency of
American cotton during the Civil War in the
United States, turned the balance of trade heavily
in favour of India. Silver poured into India in
phenomenal quantities, so much so that the Bombay
Chamber of Commerce in 1864 feared * . . . that
the continued movement of silver to India must
bring destruction to the silver standards of all
other nations. . . .” As a matter of fact the
enormous withdrawals of money from Europe in
response to the demands of India very largely
counteracted the effects of the great flood of money
flowing into Europe from the mines of California
and Australia. In short, it was the unexpectedly
heavy demand for metallic money in the East
that explains the failure of the economists to
measure the probable extent of the fall in gold
which the phenomenal output from the mines of
America and Australia seemed certain to produce.
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And just as India proved the saviour of Europe
fifty years ago by arresting a distortion in the
Public Measure of Value that might have paralysed
large sections of the peoples of the West, so,
too, at the present day, when a similar distortion
is again threatened, India can once more come
to the rescue by drawing off a substantial volume
of the present flood of gold. By a strange.irony
of fate, it happened that the Government of India
in the early ’'nineties were once again alarmed
at the prospect of a serious depreciation of their
currency—silver this time—and, backed by the
authority of a committee of London experts,* they
suddenly closed their mints in 1893 to the free
coinage of the white metal. A ‘gold standard with,
if possible, a gold currency was the policy then
adopted. At the time, public opinion in India .
was by no means unanimous as to the wisdom of
this step, but subsequent events—in particular the
chronic mismanagement of both Reserves and
Currency, and the complete and constant stibordi-
pation of India’s interests to the requirements of
the London money market—have brought the
peoples of India to the conclusion that the sooner
they adopt gold money in practice as well as in
theory, the better. All the Chambers of Com-
merce of India are unanimous in their demands

* The Herschell C: i vide Appendix A,
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that a substantial portion of the Indian Gold
Standard Reserve should be held in gold in. India,
whilst so able and prominent a man of commerce
as Sir Vithaldass Thackersey has proposed at the
Imperial Council in Calcutta that the use of gold in
India should be encouraged by the minting in Iadia
of distinctively Indian gold coins of smaller value
than the English sovereign—a proposal which the
Finance Member, Sir Guy Fleetwood Wilson, very
wisely promised should have his most careful
consideration. :

Remembering the magnitude of the deluge of
gold that is now threatening the world—remember-
ing that the first effects of this deluge have already
made their appearance in a marked depreciation
of the metal—a distortion of our monetary measure
—that involyes cruel injustices to all the poorer
classes of the kingdom, recalling to mind, too,
that Government have declared in favour of gold
for India’s monetary standard and currency system,
and were, in fact, only a few years ago doing their
utmost to introduce sovereigns into circulation, it
might be thought that the present demand for
gold from India would have been received with
alacrity by the officials of the India Office. It
happens, however, that the India Office is in
London, that the men whose expert knowledge
guides the Secretary of State in these matters
"(such as Sir Felix Schuster, Sir James Mackay—
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now Baron Inchcape—Mr. Lawrence Currie) are
all closely interested in the welfare of certain
great banks in London, and that in these circum-
stances the atmdsphere, the point of view, the
interests nearest at hand, and the requirements
from day to day of the London money market
would be more likely to influence the Secretary
" of State for India in his decision as to the best
course to follow than the more remote and less
impressive demands of the various people of India.
In addition to these considerations, financial news~'
papers of a certain standing, such as the Stafist,
discussed the whole subject of India's new thirst
for gold with a warmth and picturesqueness that
undoubtedly reflected the attitude of mind of many
prominent lights of the London financial world.
Thus, in its issue of April 15, 1913, *tl:e Statist
remarked that *it was bad enough . .” that
last year the Indian people should have imported
something like eighteen millions sterling of gold, but
that they should be encouraged to go on importing
more gold with the object of building up a gold
currency was*.'. . astounding folly.” The reason
for the Stafist’s vigorous condemnation of Sir Guy
Fleetwood Wilson's efforts in this direction 'gs
‘ hare-brained " may be gathered from the follow-
ing significant passage, which I quote verbatim :
« The Government of India's policy (of carrying out*.
the recon,mjenélations of the Indian Currency
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Committee and establishing a gold currency in
India)— :

. . . would, if acted upon, enormously
injure India, it would be a very serious matter
even for the rest of the world. India last year
took for trade purposes, for ornaments, and for
hoarding, as nearly as can be estimated, about
eighteen millions sterling in gold. If she is
to continue that practice and is to add to it an
immense accumulation of gold for coinage
purposes, what will be the result upon the
money markets of Europe and America? We
grant that the Indian Government is not bound
to look after the interests of other countries.
Still, the Indian Government draws its power
from the United Kingdom, and unless the
interest of India really requires it, the Indian
Government should do nothing to injure the
United Kingdom. But, clearly, it would injure
the United Kingdom if the Indian Government
were to adopt a policy which might mean the
absorption by India for coinage, trade, orna-
ments,. and hoarding purposes of gold to the
amount of from 50 to possibly roo millions
sterling a year. It is a grave matter that,
before there is any talk of a gold currency, India
should, for trade and hoarding purposes, in a
single year, absorb nearly eighteen millions
sterling of the metal. If she goes on doing
so, unquestionably she will affect the European
money market, unless the United State$ is wise
enough to reform its currency system and let
ﬂ.\tda great deal of the goldy it has accumu-
ted. . . .1

Here we see one horn of the dilemma. The

other—a phenomenal output of gold from the

* For a reply to the Statist, see Appendix D,
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world’s mines of such appalling magnitude as to
distort the monetary measures of the world and
so, prepare the way for panics, strikes, Socialism,
Syndicalism, and what not, is completely, ignored.
Unfortunately, “the wr'ong counsels, for the time
being, prevailed ; and Lord Morley was led to
place the prestige and power of the India Office
at the disposal of that school™ of London |,
financiers who, looking only to their own
immediate interests, decided that notwithstand-
ing the wmihg deluge of gold, India should
not be allowed to draw off one single drop
more of the precious flood than could possibly be
prevented. The means employed for this end were .
the continuous transfer to London of any and
State funds in India upon which the India Office
could cénveniently lay hands.  Whether the India
' Office had any right to the money—whether the
India Office had any use for the money—these were
considerations that were wholly ignored, or, if con-
sidered, quietly put aside. It was sufficient that
by transferring State funds from India to London,
the baldnce of indebtedness to India which could
(and should) have been adjusted by shipments
of sovereigns to India was temporarily. changed,
.and gold thus saved to LondoA, for the time
being, for the further use of the London money,
market. ’
This deplorable subservience of a great depart- .
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ment of the State to the temporary financial needs
of a section of the London money market has
resulted in a scandal of unprecedented magnitude
with which all India is now ringing. The subject
is so important that it commands special considera-
tion.



PART II

THE INDIA OFFICE SCANDAL



* The actual cash balance standing to the credit
of the Secretary of State for India on the evening
of March 8th, exclusive of the amount held on
account of the Gold Standard Reserve, was
£17,953,995 18s. 3d.” (Mr. Samuel Montagu’s
reply on March 11, 1912, in the House of
Commons to Colonel C.” E. Yate’s question re-.
garding the amount of cash then held in Londos
on account of the Government of India.)



CHAPTER 1l
THE CHARGE

DURING the last few years a condition of affairs
has developed at the India Office which causes
profound anxiety in the minds of those who watch
the details of Great Britain's administration of
her great Eastern dependency. * Plainly sta.te,?,
the India Office is charged with misapplying vast
Syns of money—the property of the peoples and
Government of India, and that, too, in face of
continued protests from several quarters in India,
not the least important being—so it is generally
believed—the Government of India itself.

These alleged misapplications of India’s money
refer to :—

1. The Indian Paper Currency Reserve, of
which over £8,000,000 are said to have
been unnecessarily transferred from
India to London.

2. The Indian Gold Standard Reserve, of
which over £17,000,000 have been re-
moved to London from"tgxdia in face of

4 3
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protests by both Press and Chambers of
Commerce.

3. The Floating Cash Balances of the
Government of India, of which appar-
ently some £10,000,000 or more have
been taken out of the treasuries in India,
lodged in the Home Treasury at the
Bank of England, and subsequently
lent out—millions at a time—with and
without security, to certain London joint-
stock. banks and other * approved bor-
rowers " at rates of interest far below
what could be obtained in India itself.

It is alleged that the removal of these huge
sums of Indian money from India to London have
been carried out at the expense of India, and to
the direct loss of (¢) many of those in India
immediately engaged in the development of Indian
finance and commerce, and of (&) the Indian
taxpayer generally. Thus it is argued, with refer-
ence to the Gold Standard Reserve, that whilst it is
no doubt possible, by altogether ignoring the
risk of a great European war involving the United
Kingdom, and the monetary chaos that such a war
would inevitably produce, to put forward good
reasons for holding some portion of the Gold
Standard Reserve in London, still, it is impossible
to justify the transfer of practically the whole of
the reserve. The removal of over 95 per cent. of
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the reserve from India to London, and its subse-
quent investment in British and Colonial securities,
involve, it is protested, in the present condition
of European politics, an altogether unwarrantable
exposure of India to dangers against which it is
the duty of the Secretary of State to protect his
trust. The Secretary of State for India is charged
with a failure of duty in this particular respect.

Then with regard to the paper currency reserve.
This paper currency, it is explained, only circu-
lates in, and is only legal tender in, India—not
in London. The metallic support to this currency
is, therefore, only required, and can only conceiv-
ably be required, in India. Why, then, transfer
over £8,000,000 of the reserve to London? As
well might the Bank of England’s reserve against
its note issues be held in Calcutta, or Montreal, or
Sydney, as to hold the Government of India's
reserve against its local paper currency in London.
If experience prove that a substantial portion of
the reserve can with safety be invested, then,
clearly, all such investments should be made in
India itself, not in London. Indian Government
paper and quasi Indian Government securities are
always obtainable in India. Further, the great
banks in Indja would no doubt be only too glad to
have an opportunity of paying good rates of in-
terest on any money specially deposited by Govern-
ment with them‘—an.d to lodge with Government
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proper security there against. Investments in
such directions would be of the greatest use to
India, and would free private capital for employ-
ment in other directions in India. Why ignore
these facts, and, having withdrawn the much-
needed money from India, invest it or lend it out
on less favourable terms to India in the London
money market?

The case is even still stronger in relation
to the employment of the Government of
India’s surplus cash balances. In the first place,
'if the revenues of the Government of India
are so calculated that a cash balance of from
five to fifteen millions sterling lies idle in
the till, then it is quite clear that India
is being over-taxed. This is, in itself, bad
finance, calling for immediate correction in
India. If, however, in spite of the utmost care
in budgeting, the accounts yield a surplus of cash
for which the Government of India have no im-
mediate requirement, then the fair course to India
is to lend out that surplus in India itself, nof
transfer it to London and there give it away
secretly at rates of interest lower than those current
in India, to London joint-stock bankers, bill-
brokers, finance houses, bullion-dealers, and others
who may, or may not—probably not—employ the
money directly to the benefit of India. This duty
is all the more imperative because, as all the
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world knows, one of the most crying needs of
India at the present day is more capital wherewith
to develop her incomparable natural resources.
Moreover, India is willing to pay a higher price
for the capital that she desires to borrow than is
ordinarily paid by ﬁrst-class borrowers at home.
And yet the India Office has ignored these well-
known facts, and withdrawn the Government of
India’s sﬁrplus cash balances to London to the
extent of many millions sterling. Thus, it is
alleged, a double injustice has been perpetrated
on unfortunate India.

That something is very senously wrong at the
India Office is transparently obvious when the cash
balances held by the Secretary of State for India
on behalf of the Government of India are
examined. In Great Britain the Chancellor of
the Exchequer generally so arranges his income
and expenditure that he is frequently in debt to the
“City " to the tune of several millions. (Mr,
Lloyd George's overdrafts recently: attained the
impressive total of £13,000,000, of which, by the
way, the Secretary of State for India lent thim .
£4,500,000 of India's money.) Now, contrast this
system of finance with that of the Secretary of
State for India. Instead of cutting his balances
so fine as to run the risk of getting into debt,
the Secretary of State for India goes to the oppo-
site extreme and holds such gigantic sums of cash
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in his till on behalf of the Government of India
as to create a grave scandal in the eyes of the
peoples of India. Here are the figures. They
represent the Cash Balances held in London on
behalf of the Government of India by the India
Office on the last day of December of each of the
following years :—

£
Cash balance, December 31, 1907 ... 4,607,266
» ” 1908 ... 7,983,898
» » 1909 ... 12,799,090
» »”» 1910 ... 16,697,24
» 53 1911 ... 15,292,63
» March 8, 1912 ... 17,953,995

Has any Government official (or any private indi-
vidual, for that matter), in any country of the
world, at any period of recorded history, ever held
such cash balances as these?

The official rates of interest in India of the
Presidency banks—the Bank of Bengal, the Bank
of Bombay, and the Bank of Madras—rarely sink
below 4 or 5 per cent., whilst in the busy season—
i.e., in the cold weather or winter—the official rates
rise to 7 or 8 per cent. Compare these rates with
those at which the India Office has lent out the
Government of India’s cash balances in London.
In reply to a question at the Imperial Legislative
Council at Calcutta on March 22, 1912, the
Government of India stated that on December 31,
1911, the India Office had lent out in London
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without security to * approved banks ” £3,7135,000,
and with security to ‘‘approved borrowers "
(“ houses of the highest standing,” Lord Morley
once described them) £10,659,000. Further, that
‘“ the approximate average rate of interest for the
year ending March 31, 1912, on the loans to
approved borrowers on security was calculated to
be 2°60, and on the deposits with approved banks
2°43 per cent. per annum.” It seems quite clear
that the India Office has withdrawn money from
India, where it was very badly wanted, and where
high rates of interest might have been obtained
for its use, much to the benefit of India, and has
lent out that money in London-at much lower
rates of interest (only about 2} per cent.), to the
inconvenience and loss of the general taxpayer
of India.

The remarkable activities of the Financial
Department of the India Office do not end even
at this point. At the same meeting of the Imperial
Legislative Council as that above referred to the
Hon. Mr. Armstrong, of Bombay, .inquired:
“ How much floating debt had been issued during
- the current financial year and how much repaid? ” .
The reply of the Government of India was : * No
new floating debt was issued during the current
year, although £4,500,000 of bills wzre renewed,
the amount repaid- was half a million . . . the
average rate of interest on the India bills renewed
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during the current year was 2'97 per cent.” This
seems to mean, in simple language, that whilst
the Secretary of State holds on behalf of the
Government of India a cash balance running into
several millions sterling, which he lends out with
one hand at approximately 2} per cent. to
borrowers in the City of London, with the other
hand he borrows back his own money, in effect,
in the same money market at about 3 per cent.
per annum. Where the peoples and Government
of India benefit by this transaction, it is difficult
to see.

Who is responsible for all these financial
transactions? Though the currency and financial
policies of the Government of India and of the
India Office have been the subjects of a constant
fire of adverse criticism in India since the closing
of the Indian mints to the public in 1893, it has
not been till the regime of Lord Morley that trans-
actions have taken place which have created the
impression in India that India’s finances and
currency are now managed, not so much in the
interests of India as for the benefit of certain
sections of the London money market. Amongst
Lord Morley's great talents nobody has yet ven-
tured to include a special insight into monetary
and financial matters ; and it is doubtful if Lord
Morley himself would lay claim to any special
qualifications in the realms of high finance. He
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did, therefore, what any Secretary of State in his
position might be expected to do. With the per-’
manent head of the Financial Department at the
India Office, Mr. Lionel Abrahams, C.B., he asso-
ciated two members of his own Council possessed
of special knowledge of financial and commercial
matters—Sir Felix Schuster, Bart., Vice-President
of the India Council, Governor of the Union of
London and Smith’s Bank, &c.; and Sir James
Mackay (now Baron- Inchcape), Director of the
British India Steam Navigation Company, original
head of the Currency Association in Calcutta (who
pressed upon the Government of India the neces-
sity of abandoning silver and passing over to gold
for India's currency. system), &c. These three
gentlemen were Lord Morley's chief advisers in,
financial and currency matters, and upon their
shoulders rests a large share of responsibility, for
the state of affairs that is at present the object of
so much adverse criticism throughout India. Mr.
Lionel Abrahams now holds another appointment ;
the late Assistant Secretary, Mr. F. W. Newmarch,
is at present the Permanent Financial Secretary ;
whilst the Marquess of Crewe has succeeded Lord
Morley. Upon Lord Crewe, therefore, rests the
ultimate responmb)llty for setting the India Office
in order.

Lord Crewe’s Parliamentary Under-Secretary is
the Hon. E. Samuel Montagu. It is an omen of
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some significance that whilst Mx. Montagu replies
in Parliament to an inquiry regarding the course
which the India Office proposes to adopt in view of
the phenomenally large cash balances now held
in London, by volunteering information that has
little or no bearing on the subject before the
House, Messrs. Samuel Montagu & Co, the well-
known bullion-dealers of Old Broad Street, at the
same time maintain a running defence of the India
Office’s financial policy in their weekly trade cir-
culars by methods that also include a frequent
use of that ancient device the red herring. The
public are hardly likely to be misled by such
doings. Their drift is quite obvious to all in
India.

Having briefly set forth the charge against the
India Office—a charge of having misapplied vast
sums of the Government of India’s money for the
benefit of certain London interests, and at the
expense of the peoples and traders of India—Ilet
us next explain in some further detail how the
present extraordinary situation has arisen.



CHAPTER IV
THE CHARGE EXPLAINED

INDIA, like Canada, Australia, and South Africa,
is indebted to Great Britain for large sums of
capital lent to her from time to time for the pur-
pose of assisting in the development of her vast
natural resources—mainly for railway construction
and irrigation. The annual charge for interest on
this capital debt now amounts approximately to
£10,000,000. In addition to this sum, India has
to pay Great Britain about £4,000,000 per annum
in connection with her military and naval arma-
ments (for pensions, furlough allowances, passage
money, troop services, &c., payable in England) ;
and £2,000,000, roughly, in connection with her
Civil servants (mainly for pensions and leave
allowances). Considering the size, population, and
wealth of the Dependency, India's. home charges
are by no means great. And she certainly receives
very good value for her money. °

What is the best way of making these annual
payments, in practice? In the cases of Canada,
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Australia, and South Africa, it is customary for
the Governments of those dominions simply to
arrange for the payment of their home charges
to be made in London through the agency or
by means of the drafts of their leading banks.
The Bank of Montreal, the Bank of Australasia,
the Standard Bank of South Africa, the London
County and Westminster Bank, the Bank of
England, and other well-known banks are used
in this connection. A similar arrangement might
have been concluded in years long past by the
Secretary of State for India except for the facts
that :—

1. The sums to be remitted in the case of
India were very large in comparison with
home charges of the young colonies.

2. The Government of India had been scared
into the abandonment of their gold coin
(the old gold mohur) and the adoption
of a purely silver monetary system at the
time of the great Californian and Austra-
lian gold discoveries, when it was thought
by many that a serious depreciation
in gold was about to take place; and
consequently there was a break of gauge
between the gold monetary system of
England and the silver system of India,
which subsequently greatly complicated
the problem.
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3. The Indiag Office was, and is still, very
jealous of its powers and privileges,
declining to permit private interests to
secure the advantages of individual enter-
pnse in any direction where such enter-

_prise was thought likely to clash with
benefits that might be secured by the
India Office, or the Government of India
itself. This spirit was probably inherited
from the old East India Company, who
were, however, a business concern pure
and simple, and who looked generally
to the profits on their own various enter-
prises before considering problems con-
nected with their obligations to the
peoples they governed.

In the above circumstances it came about that
the Secretary of State for India decided to keep
the remittance of India’'s home charges entirely
in his own hands, neither inviting private Anglo-
Indian enterprise to take a share of the work (as
is customary in other parts of the Empire) nor
permitting Indian banks or Indian financiers to
reap any profits that might be secured locally
from the business. The Secretary of State has
been in a position to do this because from time
immemorial India has produced and sold to
foreigners far more goods than she has been in
the habit of buying from them, with the result
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that there has generally been (in years of good
rains) a substantial balance of indebtedness in
India’s favour, which India has often adjusted by
large importations of the precious metals. This
condition of India’s foreign trade has meant that
banks and others engaged in the development of
Indian trade have always required supplies of
Indian money in India to finance this trade. This
requirement was one which the Secretary of State
for India could readily satisfy—up to the extent of
the £15,000,000 to £16,000,000 payable annually
in London by the Government of India—because
the Government of India were always accumulating
large collections of revenue in their various
treasuries in India at the same time that they were
running up sterling obligations in London. What
more simple than for Government to sell to the
banks and others some of the, rupees that had been
collected and were lying idle in the: Indian
treasuries, in exchange for sovereigns to be paid
to the Secretary of State for India in London?
Such a transaction would obviously suit both
parties, yielding, as it would, £15,000,000 to
£16,000,000 in London, exactly where Government
required the money, and an equivalent volume of
rupees in India, where the banks and the public
wanted cash to finance India’s surplus export trade.
And if the money could be made available to the
India Office week by week in London, it would be
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still more convenient, both to the India Office
and to the banks and public. Thus arose the
Wednesday auctions of the India Council’s drafts
on the Indian treasuries at Calcutta, Bombay, and
Madras—auctions that are held weekly at the Bank
of England to this day. .

There can be no doubt that for a certain period
in Indian history, namely, for the larger portion of
the twenty years ending in June, 1893 (when the
Indian mints were closed to the public), these
weekly auctions in London of the Secretary of
State's rupees afforded the best means of adjust-
ing India’s sterling obligations to-the United King-
dom, the reasons being as follows.. Owing to the
demonetisation Of silver and the adoption of gold
only as a monetary standard by Germany in 1873
(at the conclusion of the Franco-German War),
and thesclosing of the mints to the public to the
free coinage .of silver by France and by the other
countries - of the Latin Union in self-defence
against Germany's action, the value of gold
commenced td rise and the price of commodities
in general (silver included) to fall. This disturb-
ance in the relative values of ‘silver and gold was
a source of very grave embarrassment to the
Government of India, because with each rise in the
value of the sovereign, it cost the Government of
India more rupees to procure the sovereigns that
they required for the payment of their home
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charges than before. In those days the Indian
. mints were open to the public to the free coinage
of silver," and anybody who required rupees had
only to purchase silver in the market at the cur-
rent price of the day, and present the metal to
the mint authorities in Calcutta or Bombay for
manufacture into money, to obtain as many rupees
as might be required. It followed, that in order for
the Secretary of State for India to be able to
find purchasers for the ready-made rupees in the
Indian treasuries (accumulated these from the col-
lections of the revenue), he was obliged to accept
(in London) a lower price for his rupees than the
cost to the public of purchasing silver for ship-
ment to India and conversion there into new rupees.
In other words, the rates which the Secretary of
State obtained week by week from the sales of his
Council drafts on India were determined wholly
and solely by the current price of silver in London.
There was no use in the Secretary of State asking,
say, Is. 5d. for each rupee that he was putting
up for auction, if the bankers and others who
usually bid for the rupees could, by purchasing
silver and presenting it at the Indian mints for
conversion into money, obtain an equally good
rupee for 1s. 43d. Indeed, one-sixteenth of a
penny difference in price would have been suffi-
cient to compel the public to reject the Secretary
of State’s offers of rupees.
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These considerations explain (i) the steadily
falling prices that the Secretary of State was
forced to accept for his rupees in the fifteen years
preceding the closing of the Indian mints to silver
—prices that reflected the continuous drop in the
gold price of silver ; and (2) the reason why the
. Secretary of State was forced to accept from
the banks and other tenderers lower rates even than
the public would have had to pay, Sad they en-
deavoured to finance themselves by sRipping silver
to India. ]

It is most essential that the reasons for the
Secretary of State’s actions in the past should be
quite clearly understood, because, notwithstanding
that the conditions which shaped those actions have
now entirely disappeared, the Secretary of State for
India still continues—without rhyme or reason
—to go through the same ancient procedure of
auctioning his Council drafts. Moreover, he still
continues to give away his rupees—and in quanti-
ties far in excess of the home charges—at rates
below those at which the banks and others could
procure those coins from other sources, thus
making those immediately interested a weekly
present of not inconsiderable sums of money, at
the expense of the Indian taxpayer.

Let us explain this point more fully. In the
early nineties of the last century an International
Monetary Conference sat at Brussels to consider

5
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the possibilities of coming to some understanding
for the more extended use of silver as money. . It
was hoped by some that if a wider employment of
silver could be arranged between the chief users
of the metal, that the gold value of silver would
thus be raised. The Conference, largely in conse-
quence of the lukewarmmness of Great Britain,
failed to arrive at any *agreement. In the mean-
time, the Government of India had recorded their
deliberate opinion that, in the event of such a
result, they should at once close the Indian mints
to the free coinage of silver, and make arrange-
ments for the introduction of a gold standard. On
the recommendation of Lord Herschell's Com-
mittee, the Government ‘of India were permitted
to take steps to safeguard their position. As a
preliminary measure, the Indian mints were closed
to the public to the free coinage of silver in June,
1893. At the same time it was generally under-
stood that Government would accept gold coin
and gold bullion at the Indian Mint at the rate of
1s. 4d. to ‘the rupee, and that the sovereign and
half-sovereign would be received at the same rate
in payment of sums due to Government.

Here, then, were the new conditions referred to
above. With the closing of the Indian mints to
the public, there was no longer any way open'to
the public for obtaining supplies of Indian money.
in large quantities except by either shipping gold
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to India and purchasing rupees with it from
Government at 1s.  4d. each, or by paying the
Secretary of State such price as he might demand (at
or under 1s. 4d.) for Council drafts on the Indian
treasuries. The business of selling rupees was,
therefore, from that time a monopoly of the Secre-
tary of State’s, and he was in a position to obtain
any price that he liked (fip to 1s. 4d.) for such
rupees as it pleased him to sell. Everybody, of
course, expected him to hold for 1s. 4d. But after
a few months of uncertainty, instead of announcing
that 1s. 4d. was his price, and that he would
accept nothing less than 1s. 4d., the Secretary of
State electrified the business’” community by
solemnly informing them that he was not holding
for any minimum, but that he would consider all
offers for his rupees *“on their merits.” This
extraordinarily unbusiness-like = pronouncement
created the utmost “consternation at the time, and
effectively prevented him from obtaining the
1s. 4d. which he wanted for several years.
Amazing as it may seem, the Secretary of State
still continues the ridiculous procedure of giving
away rupees at less than 1s. 4d. Thus, in 1910,
between May 18th and August 1oth, he sold by
auction nearly 300 lakhs of rupees (£2,000,000)
at under 1s. 4d., although there was not the .
slightest necessity for him to sell a single rupee.
Indeed, whilst he was transferring the Govern-
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ment of India’s money to London by these bad
sales, he already held cash balances in hand
belonging to the Government of India as under :(—

£
On May 31st ... . 13,753,189
» June 3oth ... .. 14,209,184
» July 31st ... .. 13,202,754

The same last year. At the end of May, 1911,
with a cash balance in hand of £18,222,451—
enough to pay India’s home charges for a year
in advance—the Secretary of State was once more
selling rupees at less than 1s. 4d.! Where does
the India Office conceive that it is benefiting
India by transactions of this character?

The gravest blunder of all committed in con-
nection with the passing of India from a silver to
a gold monetary standard has been the failure
of the India Office to open the Indian mints to
the free coinage of gold. This master-stroke of
inept management has led to a ‘succession of
financial monstrosities and irregularities without
parallel in the whole history of British-Indian
administration. A monetary system without an
open mint is but a mere embryo—incompletely
developed—dependent upon some other properly
equipped nation for its vitality, and quite unfit
to take rank amongst the currency systems of the
modern world. An open mint, freely accessible
to the public, is the one central, essential feature
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without which neither the quantity of metallic
money in circulation nor the general level of prices
can be automatically adjusted in accordance with
the pressure of surrounding  conditions. There
being much misunderstanding regarding the true
functions of the modern open mint, it may perhaps
be advisable to explain the theory underlying -this
most important State mechanism.

The general level of prices is admittedly related
—though the relation is nowadays greatly obscured
by the magnitude of the credit resting on a small
metallic basis—to the quantity of money, in active
circulation. If, for example, large quantities of
unmaaufactured money, i.e., gold, are suddenly
discovered in any given locality, then money in
that locality is relatively cheap—in other words;
prices there are relatively high. This high level
of prices attracts commodities from other parts
of the world, with the result that goods flow in,
and gold flows out, of the gold-producing district.
As the precious metal flows into the country
supplying the commodities (say, England, where,
there being an open mint, gold can be easily
tested, assayed, and coined into sovereigns), it
tends to raise, by its relative abundance, the
general level of prices in England. What is the
result? Relatively high prices in England attract
goods from other countries for sale in England,
and England is compelled to ship some of its
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newly acquired gold abroad, where, with open
mints, it can, if required, be at once converted into
the legal tender money of the importing country.
And so on. Here, very baldly and simply stated,
we have the theory of international trade, and the
ultimate reason underlying the shipment of money
from one country to another. Goods are shipped
from countries where prices are relatively low to
other countries where prices are relatively high,
whilst metallic money flows from the lands of high
prices to those of cheap goods. As the metallic
money runs into its new reservoirs, it tends to
raise price levels in the money-receiving localities,
and so prepares the way for a further subsequent
adjustment of price levels and of metallic monetary
levels. And this adjustment and readjustment goes
on, year in, year out, all over the world—not, be
it carefully noted, at the instigation or by the
direct assistance of the Governments of any of
the countries concerned, but in response to the
activities and requirements of the trading public.
Government’s sole function in these matters is
simply to provide the necessary monetary
mechanism—the State mint, where the precious
metal in use as the chief monetary standard can
be received, refined, and manufactured into money )
just when and as the public may demand.
Simultaneously with the closing of the Indian
mints to the free coinage of silver, these same
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mints should at once have been opened to the
public for the free coinage of gold—distinctively
Indian gold coins for preference. The Indian
Currency Committee of 1898, composed of eminent
men expert in the requirements of commerce and
currency, unanimously recommended that the
Indian mints should be thrown open to the un-
restricted coinage of gold on terms and conditions
similar to those which govern the three Australian
branches of the Royal Mint. Yet the Secretary of
State has failed to take action, and India still
lacks the most essential feature of her monetary
system, without which her currency remains on a
par with those primitive devices of the Middle
Ages which, opening as they did the road to every
conceivable form of trickery and fraud, were con-
demned by economists and banished by’ statesmen-
over a century ago.

The consequences of this failure on the part of
the Secretary of State in Council to open the
Indian mints to the free coinage of gold have been
a succession of temporary makeshifts, abnormal
activities, and irregular manipulations of India’s
finances, without parallel in the history of -any
nation’s currency. It has been explained above
that the home charges payable by India in
England amounted annually to some £15,000,000
to £16,000,000; that for the various reasons
detailed, the Secretary of State for India decided
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that these home charges could best be adjusted
by selling the rupees accumulated in the Indian
treasuries in return for payments of gold to him
il London, and that this practice of weekly auction-
ing a certain quantity of rupees (quite sound in
the days of India’s silver standard), has been con-
tinued to this day, although the Indian mints are
now closed to the public, and the reasons for a
weekly auction have long since disappeared. This
system of selling Council drafts on India, however,
answered fairly well to the extent of the
£15,000,000 to £16,ooo,006 due by India for the
payment of her home charges. But what was to
happen if the balance of trade in India's favour ex-
ceeded this £15,000,000 to £16,000,000? How
was the remainder of the balance to be adjusted?
For the first £15,000,000 to £16,000,000, the
Secretary of State’s sales of rupees would suffice.
For the balance, the ordinary course—the course
followed in the case of every other country in
the world—would be for the public to ship gold
to India. But without an open mint in India
how could that gold be converted by the public
into legal tender money in India? Although the
Government of India expressed its willingness to
accept sovereigns in payment of moneys due to it,
and even went so far as to make the English
sovereign and half-sovereign legal tender in India,
it could hardly be expected that foreign gold coins
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with which the bulk of the population in India
were’ quite unfamiliar would instantly spring. into
popularity, or would, at first, be of much practical
use in the movjhig of the crops. What was to be
done? . ,

* The system, of paying gold to the Secretary of
State for India. in London, and receiving.rupees
in Calcutta, Bombay, or Mddras as bankers and
others might require, was .so convenient and simple
to the bankers and others immediately ‘concerned,
that we cannot, perhaps, feel surprised that the
interested parties should have persuaded the India
Office to believe that it ought, in the interests of
Indian trade, nét ‘to stop at the £15,000,000 to
£16,000,000 required by it for the. liquidation of
India’s home ;charges, but that it ought to launch
forth into the realms of international finance, and
supply the bankers and others (whose ordinary
business it is to move specie and bullion from
localities where they are not wanted to others
where a demand exists) with whatever money they
needed in India, exactly when and where the need
might show itself. In other words, the Secretary
of State for.India ought, it was argued, in the
case. of India, to do some of the bankers’ own
business for them, at the expense of the Indian
taxpayer. The man of business can easily imagine
the Homeric laughter with which such a proposal
would be received were it made to the High Com=
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missioners for Canada or Australia in London, or
to the South African Union’s representative in the
Empire’s capital. Yet the India Office has under-
taken the business with alacrity, and now, having
withdrawn from India (often on worse terms than
it need have accepted) the whole of the
£16,000,000 or so required for the liquidation
of India’s home charges, the India Office is ap-
parently prepared, at the invitation of a few Indian
exchange bankers and others, to go on withdrawing
from India as much of the Government of India’s
money as they may desire temporarily to make
use of—and, what is more, to conduct these
financial operations on behalf of the banks at a
lower cost to the banks than the banks could
finance themselves in the open market by shipping
bullion or specie to India. Indeed, there now
seem mo limits to the India Office’s financial
activities. With a cash balance in London belong-
ing to the Government of India amounting to
nearly £20,000,000, the India Office shows no
signs of abating its financial ingenuity. On the
contrary, when, a few weeks ago (on March 19,
1912), Colonel C. E. Yate inquired in the House of
Commons whether the Secretary of State would con-
sider the advisability of ceasing the withdrawal of
further sums of State money from India, Mr. Samuel
Montagu, Under-Secretary of State for India, made -
the truly amazing reply that Lord Crewe *. . .



THE CHARGE EXPLAINED 59

had every reason to believe that the cessation of
the sale of his drafts on India would inflict a most
damaging blow on Indian trade, and would be
received with. consternation by those engaged
therein.” In other words, if the Secretary of State
left the banks to do their own business them-
selves (as, in truth, all banks have to do in the
cases of Canada, Australia, and South Africa),
instead of doing it for them at Government
expense, the trade of India would suffer a most
damaging blow! Needless to say, such a reply
is sheer nonsense.

In connection with the India Office’s undefen-
sible withdrawals of millions of Indian State funds
from India to London, there is one very important
aspect of the situation which now demands a few
words of explanation. As before mentioned, India
ordinarily sells to the world at large far mbre than
she buys from outside. The result is that there
is ordinarily a substantial monetary balance due
to her (over and above the amount of the home
charges), which she not infrequently takes in cash
—in gold nowadays. Like the rest of the civilised
world, India is beginning to cultivate a taste for
gold money, gold ormaments, and gold things
generally. So each year India imports more gold
from outside than before. India’s own mines yield
over £2,000,000 in gold annually, but in the
absence of an open mint in India, all this gold
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has to be shipped to England for assay. Deduct-
ing these exports, India’s net imports of gold for

' the five years ending March 31, 1910, were close
upon £11,600,000 per annum. Last year India
imported £18,600,000, and there is every indica-
tion that, given good monsoon rainfalls, this figure
will be exceeded in the near future.

Now, London is the chief market for gold in the
world. At the same time, Great Britain carries on
its world-business with a smaller reserve of gold
than any other great nation in the world. It
has followed that this yearly increasing demand
for gold from India has become a source of
considerable anxiety to certain sections of the
London money market. How — it is asked in
London — can this demand be checked? Every
transfer by the Secretary of State for India
of India’s money from India to London tem-,
porarily reduces the balance of trade due to
India, and so, for the time being, - delays
the shipment of gold to India in settlement
of that balance. This is a service to some of
London’s bankers and traders which London much
appreciates, because, if London’s stock of gold is
depleted more rapidly than usual, it becomes neces-
sary for the Bank of England to raise the discount
rate so as to attract money and gold to London.
But any sudden raising of the London discount rate
means an additional interest charge on all business
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carried on by aid of borrowed capital—in other
words, on most of England’s vast commerce. In
these circumstances it can easily be understood
that there are many who urge the India Office on
its irregular course, many who applaud the Secre-
tary of State’s action in transferring Indian State
money from India to London as & wise action, and
one that indicates his grasp and proper apprecia-
tion of the needs of the London money' market.
Whether he has any right to the millions of some-
body else's money that he has been so transferring
nobody stops to inquire.

It is here contended that the Secretary of
State for India has no shadow- of right of any
kind o description to withdraw £30,000,000 to
£35,000,000 of India’s money from India to
London in order temporarily to delay the ship-
ment of an equivalent amount of gold to, India.
It is contended that such a policy not only stulti-
fies itself (in that India will assuredly: take the
gold due to her sooner or later), but it inflicts
grave injustices on India, depriving her, as it does,'
of capital that she sorely needs for her own
development, filching a certain amount of
interest, her legitimate due, and involving unneces-
sary taxation upon her not over-wealthy millions.
These are grave charges. But the count does not
end even at this point.

On March 11, 1912, in response to an inquiry
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in the House of Commons regarding the exact
amount held in' London by the India Office at the
credit of the Government of India, Mr. Montagu,
Under-Secretary of State for India, replied that
the actual balance standing at the credit of the '
Government of India in London on the evening
of March 8, 19r2, exclusive of the amount held
on account of the Gold Standard Reserve (about
£17,000,000), was £17,953,995.18s. 3d. What
has become of this huge accumulation of cash?

Here is the answer, given in the Imperial Legis-

» lative Council, Calcutta, on March 22, 1912 —
(@) On December 31st last £3,715,000 had
been lent out in London on no security
*“ approved banks.”
&) On the same date £10,650, ooo had been
‘ent out in London omn security to
+*  “approved borrowers.”

The “ approved banks” who have enjoyed the
advantage of having the Government of India’s
money lent to them -at ‘uider 2} per cent. per
annum OB no security were :—

. The Union of London and Smith's Bank'
(Governor, Sir Felix Schuster, ﬁnancxal* :
adviser to the Secretary of State, &c.).

2. The Londor County and Westminster
Bank. : ) ‘
3. The National and Provincial Bank of .
» England.
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4. The Lopdon Joint Stock Bank.

5. The London City and Midland Bank.

6. Glyn, Mills, Currie & Co.

7. Barclay & Co.
Who the other “* approved borrowers ” (i.e., other
than London joint-stock bankers) are the public
have not yet been informed. These lucky finan-
ciers secured nearly £11,000,000 of India’s float-
ing cash at a shade over 2§ per cent. per annum.

* .-The Presidency Bank rate in the Bengal and

Bombay Presidencies has in the meantime been
'standing at 7 per cent. !

Not content with lending out in London these
Jhuge sums of the Government ef India’s money
at rates far below what could have been obtained
in Ipdla, the Secretary of State for India has
simultaneously, to all appearances, BORROWED
£4§5oo,ooo i London on behalf of the Gbyem-
ment of India at a shade under 3 per cent.’” What
for? What ddes it all mean?

_If ever there was a’case for a national inquest,
.Jf is jn these strange- doings of the India Office.”
‘What the national verdict will’ bg time alone can
ahow?,, The facts of .the' case seem inexplicable.
Thé “Case for the prosecution appears tos be an
" exdeptionally strong one. Let us now hear some
:of the witnesses for the defence.



CHAPTER V
WITNESSES FOR THE DEFENCE—IN INDIA

THE first count in the indictment is that havi.tig
closed the Indian mints to the public in June, 1893,
to the free coinage of silver, thereby depriving
them of their right to obtain unlimited supplies
of full legal tender money on presentation at the
mint of the precious metal necessary for the manu-
facture of that money, the India dﬂice;has not
to this day remedied the position and restored
- India to its former monetary status by opening
the Indian mints to the free coinage of gold.
That the result of this omission has been, not only
to preclude India from the advantages of a dis-
tinctively Indian gold currency (such as she

enjoyed before Great Britain banished, in -effect,

her old gold mohurs and pagodas), but to weaken
her general financial f)‘osition, and force her to
send all her own gold—over £2,000,000 per annum
—to London for assay and conversion into money.
That the upshot of this state of affairs is that
India now lacks that automatic State mechanism

without which, as before explained, neither price
6
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nor monetary levels can automatically adjust them-
selves, and that her currency has in consequence
to be *“managed” from day to day by some
official in Whitehall or Calcutta—a retrograde
policy that throws India back, so far as her
currency is concerned, to the period and evils of
the Middle Ages.

When the Indian mints wer& ”ﬁrst closed to
silver, the probable effects of ﬂ;e change were
not clearly foreseen, and though "Gowiernment, on
the recommendation of Lord Herschell's Com-
mittee, took the precaution of limiting the extent
of any sudden rise in the gold value of the rupee
by undertaking to issue rupees from the Indian
mints in ,exchange for gold at the rate of 1s. 4d.
per rupw there was no proposal on the part of
,the India Office or of the Government of India

to open the Indian mints to the free coinage of
gold. That came later, and in this way.

. In 1898 the Secretary of State for India
appointed a very strong committee, of which Sir
Henry Fowler (Lord Wolverhampton) was Presi-
dent, to teport what steps should be taken to
ciitry into effect the policy initiated in 1893 by
_the closing of the Indian mints to the free coinage
of silver. That committee unanimously recom-
mended—mter alia—as follows :—

“ We are in favour of making the British
sovereign a legal tender and a current coin in
6
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India. We also.consider that, at the same time,
the Indian mints should be thrown open to the
unrestricted coinage of gold on terms and con-
ditions such as’ govern the three Australian
branches of the Royal Mint. The result would
be that, under identical conditions, the sovereign
would be coined and would circulate both at
home and in India. Looking forward .as we
do to the effective establishment in India of a
gold standard and currency based on the prin-
ciples of the free inflow and outflow of gold,
we recommend these measures for adoption”
(Section §4).

Here we have a complete grasp of the meaning
and principle of the open mint, also a clear-cut
recommendation expressed in unmistakable terms.t
The recommendation was warmly welcomed by the
Government of India. At the Budget Debate in
Calcutta in March, 1900, Mr. (now Sir) Clinton

Dawkins announced :—

It has been decided to constitute a branch
of the Royal Mint for the coinage of gold. The
terms of the proclamation to be issued under
the Imperial Coinage Act have been settled,
and we are now merely awaiting until the Royal
Mint has satisfied itself as regards the Mint
premises and appliances at Bombay. . . . The
gold from the Mysore mines is, indeed, already
reaching us in anticipation of coinage, and we
count upon receiving an annual increment to
our stock of gold of from one and a half to
two millions from this source.”

* The Committee who made this wise recommendation consisted of
Sir Henry Fowler (President), Lord Balfour of Burleigh, Sir fohn Muir,
Sir Francis Mowatt, Sir David Barbour, Sir Charles Crosthwaite, Sir
Alfred Dent, Sir William Holland, Mr. F. C. fe Marchant, Mr, E. A.
Hambro, and Mr. Robert Campbell, of the National Bank of India.
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Alas'! the Government of Ihdla were counting
their chickens before they wére hatched. The
Indian mints have never been’ Bpened to the free
coinage of golt{ to this day. Nor was any official
_ explanation vouchsafed or any reference’ even
made ‘to this extraordinary breakdown in the
Government of India’s intentions: for over ten
years. Within the last twelve months, how-
ever, under the stimulus of repeated criticism,
two official witnesses have at length come
forward. Their names and evidence are as
under:— C

H. F. Howarp, 1.C.S., Collector of Customs,
Calcutta. Mr, Howard, in his “India and the
Gold Standard;,” published in Calcutta last year,
writes: — ’

* Owing to various legal and technical diffi-
culties, this proposal [to open the Indian mints
to the free coinage of gold] was temporarily
dropped in 1902. By this time the imports of
gold were too great to be absorbed, and the
defect [of the absence of an open mint] had for
the time, at any rate, become of a somewhat
sentimental nature, as the actual operations of
-the coinage of the sovereign, the standard coin,
“are conducted in England and Australia without
expense to India. The decision arrived at
é%bat decision? This is the first the public

ve heard of any * decision”] is not neces-
sarily final, and the Finance Member of the
Viceroy’s Council recently announced, in
March, 1911, that the question would receive
further examination " (Chapter I., p. 10).
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SIR Guy FLEETWOOD WILSON, Finance Member
of the Viceroy’s Council. Sir Guy Fleetwood
Wilson, in replying in Calcutta, on March 22,
1912, to Sir Vithaldass Thackersey’s motion that
the Indian mints be opened to the free coinage of
gold, said :—

* The proposal [of the Fowler Committee]
‘“ that the Indian mints should be thrown open
to the unrestricted coinage of gold was cordially
accepted by the Government of India, and steps
were taken to give effect to it. Our prepara~
tions, however, came to an end somewhat sud-
denly in 1902. There had been much discussion
on technical details, and while time was passing
the agent for the Kolar Goldmines had con-
cluded arrangements for the disposal of the gold
in England. The Government of the day were
doubtful whether it was prudent to pursue the
scheme in the absence of any steady supply of
local gold, and the Treasury at home were dis-
posed to advise against it in the belief that India
would obtain all the gold it required through
the ordinary channels of import. The question
was thus laid aside in 1902. No definite reasons
were given at the time, so far as I can ascertain,
but the reasons were those which have now
been briefly described.”

Not a word, be it noted, to indicate that either
of these witnesses appreciate the vital significance
of an open mint. If we can imagine a conundrum
on the well-known old pattern, When is a mone-
tar)? system not a monetary system? the answer
would certainly be, When it lacks an open mint.
And yet the India Office and the Government of
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India have apparently been content to allow the
present out-of-date, chaotic system to continue on
the pleas that— R
(1) Not much Indian gold might be brought
to the Indian Mint, even if it were
opened ; and
(2) India can import English (or, we ma;
add, - French or German) gold coins,
manufactured at somebody else’s expense,
if she wants gold coins.
Why, then, bother to give India a mint of her
own to manufacture Indian gold money? Needless
to point out, identically the same arguments would
apply to an abolition of the present English Mint.
England herself could easily import any gold that
she wanted from abroad, whilst her own micro-
scopic production—about £3,000 per annum—could
be sent across the water to Germany to be turned
into money.

If this is all that can be said in defence of the
Secretary of State’s attitude with regard to India’s
mints, it is clear that Great Britain’s record in this
matter leaves very much to be desired. For the
moment, however, we must defer further comment,
because we have it on the authority of Sir Guy
Fleetwood Wilson that the whole subject is at this
moment engaging the consideration of the Marquis
of Crewe and his Council. We also have the
further satisfaction of knowing that if the Secretary,
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of State’s decision be in favour of the immediate
opening of the Indian mints to the free coinage
of gold, nobody will be more gratified than Sir
Guy Fleetwood Wilson himself.r

The next count in the indictment is that the
India Office have unnecessarily transferred por-
tions of the Indian Paper Currency and Gold
Standard Reserves from India to London, and there
so invested them as, in the case of a great political
convulsion, seriously to jeopardise their utility so
far as India is concerned. Witnesses for the
defence, in India : Sir E. N. Baker, late Financial
Member of the Viceroy's Council, and Sir Guy
Fleetwood Wilson, present Finance Member of the
Government of India.

A word of explanation is necessary regarding
the nature and functions of the Indian Paper
Currency. At one time the Presidency Banks in
India were authorised to issue notes payable on
demand, but this power was withdrawn in 1862,
when provision was made for the issue of a Paper
Currency through a Government department by
means of notes of the Government of India pay-
able to bearer on demand. There is no limit to
the amount of the issues, but it is provided by
law that the whole amount of currency notes at any
time in circulation shall be supported by a reserve
consisting of gold, silver, and securities of the

* Vide Appendix E.
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Government of India or of the United Kingdom.
The total quantity of Paper Currency ordinarily
circulating fluctuates somewhere in the neighbour-
hood of Rs.50,00,00,000. Against this, the
miximum limit of -securities that may be held has
been fixed at Rs.r4,00,00,000, the balance being
held by Government in specie or bullion.

a The Gold Standard Reserve partakes in some
degree of the nature of the Paper Currency
Reserve, in that whereas this latter has been main-
tained to ensure the payment in specie~ when
fequired of all Government paper money, the
former has been created with the object of assuring
as far as possible the payment in gold of all
Goveérnment silver money at the value which that
silver money. now possesses in the eyes of the
outside, world—namely, 1s. 4d. for each rupee,
or thereabouts. Indian Paper Currency is
ordinarily. represented for encashment at Govern-
ment treasuries in India, but those outside India
who have to receive money from India now reckon
on receiving payment in gold at the rate, approxi-
mately, of 1s. 4d. for each rupee due. The silver
in the rupee is only worth, as metal, about gd.,
and it'is to raise the rupee permanently to the
value of one-fifteenth of a sovereign that a great
reserve has been accumulated, by aid of which,
should the balance of trade turn against India, all
external debts due by India could nevertheless be
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discharged at 1s. 4d. to the rupee (by aid of the
reserve) until such time as the tide once more
turned in India’s favour. The total sum now held
in the Gold Standard Reserve amounts to a little
over £19,000,000. Most of this was originally
obtained from the profits of selling to the public
at 1s. 4d. each new rupees that have cost Govern-
ment only od. or 10d. to manufacture.

For many years nobody dreamt of holding the
Paper Currency Reserve otherwise than in India,
and mainly in precious metal. So, too, it was
generally understood that the profits on the coinage
of new rupees would also be held in India, and in
gold. The creation in India of a currency mon-
strosity in the form of a monetary system without
an open mint, however, led to a succession of other
monstrosities and absurdities, chief amongst which
were :—

1. An entirely novel and self-imposed obliga-
tion on the part of Government to supply
money-dealers and others with whatever
money they demanded, when, and as,
they demanded it.

2. Consequently, a partial abandonment of
Government’s own policy of introducing
a gold standard and currency into India ;
because if money-dealers and others
opposed to that policy—and there were
many—insisted on Government supplying
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token money (rupees) instead of full
value money (gold coins), Government
meekly did so.

3. Consequently, the application of State cash
reserves and floating cash balances to
private financial and commercial ends
entirely, different from those which those
reserves had been specially designed to
serve. And

4. Consequently, the complete subordination
of the Government of India’s ordinary,
monetary business to the financial needs
of professional money-dealers in and out
of India, some of whom have practically.
no connection with India at all.

The first evidence for the defence is extracted
from Sir E. N. Baker's Budget Address in Cal-
cutta, in March, 1906. Explainjng the excep-
tionally heavy drawing of the Secretary of State
on the Indian treasuries (many millions in excess
of his own requirements), the Finance Member
stated that these drawings had been *. . .
primarily due to the great trade demand for remit-
tances to finance the export trade of India.” Sir
Edward Baker further added :—

“ Since the closing of the mints and the
establishment of the gold standard the only means
of obtaining currency that was open to trade,
apart from the purchase of Council drafts and
transfers, was to bring out gold to India. When,
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as is now the case, a sufficient stock of gold
has been accumulated in the Currency Reserve
to make the standard effective, and so long as
gold is not to any large extent in active circu-
lation, this method is wasteful, for it involves the
eventual reshipment of the imports of that metal
to Europe for the purchase of silver for coinage.
To avoid this. result, the policy of Government
has been to sell Council drafts freely so‘as to
supply the trade demand to the fullest extent up
to the limit of our capacity to meet them. A
recent development of this policy has taken the
form of selling telegraphic transfers against
shipments of gold from Australia, which are thus
diverted from India to London.”

By the Indian Paper Currency Act of 190§
two very notable changes were introduced in erder
to lend support to the strange financial dealings
in which the Government of India had by that
time found themselves involved ; Government were
empowered to pold a portion of the metallic sup-
port to the Indian Paper Currency in England,

also to invest a portion of that same reserve
" in sterling securities in England. Sir Edward
Baker’s explanation of the * practical advan-
tages” of the new move was as follows :—

. When held in London, the gold is one
stage pearer the point at which it
becomes practically effective for its
primary, purpose of securing the encash-
ment of currency notes. So long as gold
is not in active circulation in India, what
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the presenter of currency motes requires
is mot sovereigns but rupees, and the

- silver bulhon which must be purchased
for the t:omage of these can ordinarily
only be procured in Europe and not in
this country. "

2. It enables the Secretary of State to effect
his ‘purchases of silver in the promptest
and most ¢onvenient manner as occasion
may require, and without the publicity
attendant on the shipment of gold from
India. It is open to him either to treat
the silver so purchased from the first
as a portion of the resérve, or, if pre-
ferred, to pay for it in the first instance
from his Treasury balances, and then
subsequently to recoup these from the
currency chest, the datter being re-
plenished by Council sales or direct
remittances from India. .

3. It also affords a method which might in
certain circumstances be very useful of
speedily. replenishing the Secretary “of
State’s Treasury balances. If at any
time the demand fow Councils should: be
insufficient to supply his current require-
ments, it would be possible for ‘him to .
transfer a part of the gold in his
currency chest to his Treasury account,

»
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a corresponding transfer of either rupees
or gold being simultaneously made in
India from Treasury to currency.
onversely, it affords a means of giving
relief to our Treasury balances when the
trade demand for Council drafts is too
large for them to meet. In such a case
it would be possible for the Secretary
of State to pay the sale-proceeds into his
currency chest, thereby setting free an
equivalent amount in rupees in India,
which would be available for meeting
the drafts. .

astly, it facilitates the prompt investment
of the receipt of the Gold Reserve Fund.
When profits on coinage accrue in India
the Secretary of State can at any moment
draw the equivalent amount from his
currency. chest and invest it, correspond-
ing transfer being made in this country
from the balance of the Gold Reserve
Fund to Currency.

*The whole arrangement is the logical and
legitimate corollary of the system Which has long
‘been in operation in India by which the utmost
freedom of transfer is permitted between the
Currency Reserve and Treasury balances, subject
always to the essential condition that the aggre-
gate amount of coin and bullion held in the
various currency chests throughout India is
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invariably maintained at the figure prescribed
by law " (vide the Financial Member’s Budget
Address in Calcutta of March, 1906).

The whole arrangement is the logical and inevit-
able corollary, it may also be added, of starting
on the wrong path, confinuing on the wrong
path, and doggedly determining to follow the
wrong path to the bitter end, no matter what
pitfalls and strange morasses are encountered
en route. ‘

With regard to the Gofd Standard Reserve, the
Indian Currency Committee of 1898 recommended
that this reserve should be kept “IN GOLD,”
‘“ entirely apart from the Paper Currency. Reserve
and the ordinary Treasury balances.” This recom-
mendation has been wholly ignored. The Gold.
Standard Reserve is now held as follows :—

£
In England, about ... ... 17,000,000
» India 3 ees 2,000,000

Of the £17,000,000 in England, about
£16,000,000 has been invested in various British
and Colonial Stocks (including £4,500,000 lent to
the British Treasury to bolster up Mr. Lloyd
George’s finances).

The great objection to holding so large a portion -
of this reserve in London, invested in sterling
securities, has been stated by, Sir Emest Cable in
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Calcutta, in March, 1905, in the following
words :—

*'The point I wish to drive home is that at
times .of international complication and crisis
the possession by India of a stock of gold bullion
would be a great bulwark of safety. It would
obviate the possible necessity of our being forced
to sell securities just at that particular time when
those securities' might be very greatly de-
preciated in value. Gold, on the other hand,
always appreciates in value at such times. We
know that the gold reserve held by the Bank of
England is generally recognised to be lower than
it ought to be ; and there is a feeling that the
British Empire is attempting too much all over
the world on an insufficient stock of gold.
Moreover, Great Britain has now entered into
an alliance with another Power, and thus runs
a greater risk of becoming involved in inter-
national complications. There is consequently
a greater chance of the occurrence of periods
when the realisation of Consols at profitable
rates will be difficult. The present i1s not, I
know, a very opportune time to quote the
example of Russia in financial matters. But if
I may judge from a somewhat remarkable article
in one of the monthly reviews, it would certainly
appear that Russia’s financial system would long
since have tumbled down but for the unbounded
faith of continental bankers and financiers in
her enormous gold cash reserve. The political
and financial effect of that great aggregation of
gold has been, we are told, miraculous. Far
be it from me to suggest that India should ever
attempt to go the length to which Russia has
gone n hoarding gold. But the lesson of Russia
teaches us that the advantages of a large bullion
holding, legitimately accumulated, are incalcu-
lable. 1 agree entirely with the Honourable
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Member that the question is not one of urgency.
But it is eminently worthy of consideration. Let
me put the following concrete proposal to the
Honourable Member, and invite his criticism on'
it—namely, that one-half of any surplus over
ten millions in the Special Gold Reserve should
be held in approved securities, perhaps other
than British, and the other half in gold bullion.” -

The objections were again restated at length by
Sir Vithaldass Thackersey in Calcutta at a meeting
of the Imperial Legislative Council on March 22,
1912 (vide Appendix F). The gist of Sir Guy
Fleetwood Wilson’s reply was as follows —

“The Secretary of State has deliberately
accepted full responsibility for making the
reserve available when required for the purpose
for which it was created.”

This is as far as it is possible to get in India—
the Secretary of State is res:ponsible; no doubt
it is a very grave responsibility ; still, he has
shouldered the load, so now you must look to him
{vide Appendix F).

The third count in our indictment is that the
India Office have needlessly and wrongly entered
the spheres of finance and commerce, and have—
to a degree unheard of in any country in the world
—placed the cash reserves and floating balances
of the Government of India in the hands of private
concems in London to the direct loss of the peoples
of India. '
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In connection with this count, it is practically
impossible to find any witnesses for the defence,
either in or out of India. In the course of the
debate in the Viceroy's Council at Calcutta on
March 22, 1912, Sir Guy Fleetwood Wilson
admitted that *“. . . in ordinary circumstances,
high Treasury balances were wrong and wasteful

."; but whether Sir Guy Fleetwood Wilson
considered the £17,000,000 cash balance in the
hands of the India Office * high,” or whether the
circumstances were ‘‘ ordinary ”’ or extraordinary,
the Finance Member gently declined to discuss.

So much, then, for the witnesses for the defence
in India. It is doubtful if it will be considered
that they have raised any sort of substantial
defence at all. This point we shall refer to later.
Let us now hear what the witnesses for the defence
whose headquarters are in London or elsewhere in
the United Kingdom have to say.



CHAPTER VI
WITNESSES FOR THE DEFENCE—IN ENGLAND

WiTH some knowledge of the dilemma with which
the London money market now finds itself face
to face, it is not difficult to guess the line of defence
which those witnesses whose headquarters are in
the United Kingdom have selected. A writer in
the Financial Times, who gravely refers to the
recent manipulations of India’s finances as “. . .
a whole series of brilliant currency experiments
. . ."” has just (March, 1912) said of India’s
demand for gold :—

‘“. . . The City should see to it that a
situation so portentous and menacing is investi-
gated by a competent Commission, before worse
comes of it. The latest experiment of the Govern-
ment of India in dealing with its currency, and
indirectly with ours, threatens this natiom, in
the event of a European war, with an early
suspension of specie payments. And not only,
are we losing, and losing for ever, to the hoards
of India, those vast sums of gold which are so
essential both for our banking security and also
to protect our discount rate, but the action of
the Government of India in drying up the stream

7 81
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of imported silver (by its present import dua?r
on the white metal) is weakening pro fanto all
the exchanges with China. . . .”

Here we have exactly the same’ line of argument
as that adopted by the London financial organ,
the Sfafist, to whose alarmist special articles of
April,. 1911, a brief reference is made in
Chapter II. A reply to the Stafisf’s panic-
stricken pleadings will be found in Appendix D,
so it is not necessary here to say more than that
these efforts to rouse the India Office to action,
though short-sighted and unsound, nevertheless
succeeded beyond all hope. The Secretary of
State’s greatly increased drawings on the Indian
treasuries were heartily welcomed in London,
where they were frankly recognised as relief to
the money market, which feared heavy withdrawals
of gold for India.

A witness of a very different type from the
editor of the Sfatist is Professor J. M. Keynes, of
King's College, Cambridge. Mr. Keynes served
in the India Office from 1906 to 1908, so it is
perhaps not surprising if he has still a kindly
feeling for the officials of his former headquarters.
Writing in the Economic Journal of September,
1910, Mr. Keynes says :—

“ With regard to the controversial question
of the proper magnitude of the Gold Standard

Reserve, Mr. Webb is right, in my opinion,
in holding that it ought to be consiflerably
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increased, and that the Indian Government,
adopting throughout too optimistic a policy, have
been too,ready to divert the income of the
reserve to other purposes. But when he main-
tains that the reserve should be held entirely in
gold and mainly in India, he, together with
many other critics whom the Indix Ol:ﬁce have
wisely withstood, is misapprehending”the true
character of the Indian system, as well as the
general drift of currency reform in many parts
of the world. In 1893 it was believed, no
doubt, in many quarters that the closing of the
mints was a first step towards the establishment
in India of a full gold standard. In 1898 the
Government of India still believed that this
should be their ultimate goal. But since that
time fuller experience in India and elsewhere
has led to the explicit recognition of a new
system of currency known as the gold exchange
standard, in which notes or token silver coins,
which are permanently established as the pre-
dominant medium of exchange, are kept near
a fixed par in relation to gold by Government
control ‘of the foreign exchanges. A much
larger number of the countries of the world than
is ordinarily recognised are now using this
method in practice, and to a growing extent.
They hold their gold reserve for the purposes
of foreigo trade only, and they economise the
use of metal by bolding bills on the chief com-~
mercial centres abroad with which they are in
close relation. The method is sufficiently safe
and is, in the matter of economy, vastly superior
to a gold currency. Its widespread adoption in
greater or less degree since 1goo marks a
definite stage forward in monetary evolution, and
is likely to have far-reaching effects in the future.
The critics of the existing policy in the case of
the Indian Gold Standard Reserve are misled
b{; #ts name into supposing that one of its ti)roper
o

jects is the accumulation of gold in India for
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the purpose of eventually establishing a full
gold standard there. But when the real nature
of the gold exchange standard is gealised, it is
clear that the reserve should be kept where it
will be wanted for supporting exchange—namely,
in London—and that, as long as it is kept in
a fairly liquid form there is great advanta%e
and no loss in earning interest. It would be
as reasonable to keep the gold reserve in Calcutta
as to keep the reserve of coined rupees in
London.”

Not a word about the war risk, be it noted, or
any explanation of how the Secretary of State
for India could realise £16,000,000 worth of
securities at a time when specie payments have
been suspended in England (as they undoubtedly
would be were Great Britain to be suddenly
involved in a gonflict with a first-class Power).
Let this pass, however. The strange spectacle
to which the reader’s attention is now invited is
that of the learned Cambridge Professor subtly
defending the results of India Office financial
methods as *“. . . a definite stage forward in
monetary evolution. . . .” It is as though a poor,
tropical kinsman, anxious to comport himself in
the same garments as his wealthier Westem neigh-
bours, has secured the loan of an old coat. True,
the coat is wretchedly small and threadbare, the.
seams gape, and large holes are visible in more
places than one. Still, the coat somewhat
resembles the good habiliment worn by well-to-do
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Westerners, and our poor friend is consequently
quite proud of it. Other indifferently clothed in-
habitants df*the tropics, struck by the (to them)
smart appearance of their neighbdur, also borrow
old coats similarly tattered and, torn, and,
thus robed, they stalk to and fro, and admire each -
other’s appearances. :

Enter a Professor. To the unkind critic who
points out the obvious defects of these old coats
the Professor grdvely replies :—

“* These coats mark a definite stage forward
in sartorial evolution. Those rents in the seams
permit an easy access from outside to the several
inside pockets ; the holes in the back serve
excellently for purposes of ventilation ” ;

and so on.

‘¢ Moreover, a much larger number of people
in the tropics than is ordinarily recognised are
now wearing these coats, and to a growing
extent. They put on the coats for the purpose
of looking well before foreigners, and they
economise by sending the coats back to those
from whom they borrowed them, when there is
nobody about. This method is sufficiently good
for them, and is, in the matter of economy, vastly
superior to possessing a full-size, complete, up-
to-date, modern, well-made coat of one’s own.”

So, Professor J. M. Keynes. There are certain
relatively small and poor nations who, unable to
afford a complete gold currency, do the best they
can by borrowing or accumulating a little gold.



‘86 BRITAIN’S DILEMMA

S

They would all like to have first-class gold cur-
rencies exactly like England, but they cannot—
yet—afford such equipments. They go as far as
they can. Moreover, the number of States en-
deavouring to keep up appearances in this fashion
is greater than is ordinarily recognised. But to
describe these makeshifts as a *“ . . . definite stage
forward in monetary evolution” .is to misread
facts. India can now afford a decent currency
garment exactly the same as that which England
wears. And she has made up her mind to have
it. To imagine that India will swallow Professor
Keynes’ specious suggestions is not to give
Indians the credit of being able to distinguish
between good, bad, and indifferent. India knows
a gold currency when she sees it, also the advan-
tages of maintaining such a currency, and though
Professor Keynes gnd others may endeavour to
persuade Indians that it would be cheaper and
better for them to be satisfied with the shadow
rather than -the substance, and to depend upon
somebody in Lombard Street to lend them a coat
when they feel a little cold, rather than have a
good coat of their own ready at hand in their own
household, India is not in the least likely to accept
these ingenuous proposals.
Our next witnesses for the defence are Messrs.
Samuel Montagu & Co., the well-known bankers
and bullion-dealers of Old Broad Street. Why
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unofficial apologists for the India Office’s manage-
ment of Indian currency affairs it is difficult to
understand. Their qualifications for undertaking
the part are extremely slender, if we may judge
from the statements that have been made in recent
issues of their Gold and Silver Weekly Market
Circular. In India these statements bave been
described by the Times of India as * fallacies ™
and “ currency inexactitudes.” The accuracy of
these descriptions can be judged by a careful
examination of some of Messrs. Montagu’s state-
ments themselves. -

Omitting such grotesque errors as the assertions
that (1) the bi-metallic character of Indid’s
currency reserves maintains the ratio of fifteen
rupees to the sovereigm, and (2) it is an advan-
tage to India to have a token coinage, such as
silver rupees, capable of rapid expansion af the
least possible expense, let us take Messrs. Samuel
Montagu’s * Annual Bullion Letter” of January,
1912, dealing with the events - of 1911. This
“Letter " contains an * Appendix I.,” dealing
specially with the Indian currency. To the writer
of this Appendix must be awarded the palm for in-
troducing more errors of fact into the compass of
two pages of print than any other banker, bullion-
dealer, monetary expert, or.currency-writer who
has yet ventured to deal with the Indian currency
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problem. That this is not an exaggeration can
be seen from the following extracts from Messrs.
Montagu’s Letter '(printed in italic type) and the
' comments that follow each quotation :—

*“The question of a Gold Standard for India
has been much before the public view during
the year. Its instant adoption is urged by @
strong body of native opinion, but the pressure
arises mainly from senttmenlal rather than
practical reasons.

India has enjoyed a gold standard for the last
twelve years or more, and there has been no pres-
sure therefore, sentimental or otherwise, for its
‘* instant adoption.” There has been a demand for
an open mint—for a distinctively Indian. gold
currency, and for the retention of India’s cash
reserves and balances in India. These are quite
different problems, however, as Messrs. Samuel
Montagu & Co. ought well to know.

It must be remembered that silver
mpees "have been from ancient times the only
coins familiar to the varied and populous natwns
of India. .

Unfortunately for Messrs. Samuel Montagu,
gold mohurs and gold pagodas were current
in India for some ‘fourteen or fifteen centuries
before~ our advent there. Indeed, it was we
who demonetised India’s gold mohur by ordin-
ance on December 22, 1852. In the early
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part of last century gold pagodas were
the principal money in circulation and money
of account. . . .” These gold. pagodas were
also current in Ceylon, Mauritius, and even at
the Cape of Good Hope. In 1800 the pagoda
was declared legal tender in New South Wales.
With regard to the gold mohur, the East India
Company endeavoured in 1758 to make the coin
the monetary standard of India, but with in-
different success. The gold mohurs were ordered
to be minted in 1774 in Bengal; whilst
Ordinance XLV. of Bengal, in 1803, expressly,
declared the gold mohur to be *“. . . the money.
of trade.” . . . And so on, up to 1852, when it
began to be feared that gold was depreciating,
and the right to pay gold coins at the Government
Treasuries was withdrawn from January 1, 1853.
It will be seen from the above facts that Messrs.
Samuel Montagu’s history is soméwhat defective.

“ The Indian authorities, therefore, have held
before them the practical object of holding
exchange steady witk the West rather than
the establishment of @& theoretical single
standard. . . .’

We doubt it! The * Indian authorities " have ;
throughout endeavoured to ¢arry into effect the
Indian Currency, Committee’s recommendations by
giving India (1) an open mint for gold, plus
(2) a gold currency. If these desiderata have not
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yet been attained, it has not been the fault of the
‘ Indian authorities.” With a Secretary of State
checking the flow of gold to India by withdrawing
from India twice his legitimate requirements, the
work of establishing a gold currency (whith s
what Messrs. Montagu presumably mean by a
theoretical * single standard’ ) has of necessity
been considerably delayed.

“ The fact remains that gold is at the
present time available. . . . No demand on the
Treasury is made for it now, for, as in all other
countries, when once it is known that gold is
avatlable, notes are preferred as being the more
convenient.”

Wrong again | The amount of gold paid out of
the Government Treasuries (in excess of that paid
in), in the Provinces named below during the
year 1910-11, and in response to Indian demands,
is officially reported to have been as under: —

£
Punjaub and N.-W. Frontier ... 2,178,000
Madras .. 1,437,000
- Bombay (mcludmg Smd) .. 1,192,000
United Provinces ... . 938,000
Bengal 754,000
Burma .2 578,000
Central Provinces ... 75,000
Eastern Bengal and Assam ... 35,000

In all, £7,187,000 in golq gone from the
Treasuries into use in various parts of India. This



WITNESSES FOR THE DEFENCE o1

is what Messrs. Samuel Montagu describe as
demand "1

no

The methods adopled by the Indian
Govemment if persisted in long enough to accu-
mulate an adequate reserve, obviate the necessnty
of a large loan to form a gold reserve.

No doubt. But no yesponsible authority, in or out
of India, has ever dreamt of suggesting **. . . a
large loan to form a gold reserve . . .” or, in
truth, any loan at all. What the India Office has
done has been secretly to withdraw from the
current revenues sufficient money to rebuild up
that portion of the Gold Standard Reserve which
was demolished in the crisis of 1907. Why India
should be taxed to cover up the fau# pas of the
India Office in bygone years it is difficult to say.
But we can so far concur with Messrs. Montagu
as to admit that by taxing India unduly, and after-
wards secretly applying the proceeds of such taxa-
tion to ends of which the public know little or
nothing, it would be possible for the India Office
to achieve almost any resultl

“ Were a gold standard established to-morrow
it would not put a pice into the waisicloth of
the ryot, whose interests should weigh more with:
the rulers of India than those of the prosperous
bunnia or native banker.”

Messrs. Montagu’s ,solicitude for the poor Indian
ryot, and indifference to ‘the welfare of the native
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banking classes, is truly. touching. As it happens,
India has already enjoyed a gold standard for
many years, and the ryot has been increasing in
prosperity the whole time! So also have the
bankers—both in India and the United Kingdom.
“If it seemed desirable to assist in the utilisa-
“tion of gold and to retard the demand for
silver . . .” write Messrs. Montagu, this, that,
and the other might be done. What a volume of
evidence is contained in that one word “I1F ™!
Many people have believed that the policy of
encouraging the use of gold in India is one that
was initiated with the closing of the Indian mints
in 1893, further developed after the acceptance
of the Indian Currency Committee’s Report of
1899, and still remains the declared official policy
of the Secretary of State for India, the Govern-
ment of India, and the public generally of that
great Dependency. But to Messrs. Samuel
Montagu & Co. the desirability of initiating
this policy would appear to be an entirely novel
and debatable point, the pros and cons of which
are yet open to discussion. Yet another of Messrs.
Montagu’s many misunderstandings 1

Here we may. leave these witnesses. A leading
organ of the Press in India has dealt frankly
with Messrs. Samuel Montagu & Co.’s preten-
sions to knowledge in regard to Indian currency
and financial problems. A few extracts from the
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Times of India’s scathing comments will be fourld
in Appendix G. .

From Messrs. Samuel Montagu & Co. we now
turn to our last witness, the Hon. E. Samuel
Montagu, M.P., Parliamentary Under-Secretary to
the Secretary of State for India. He it was who
‘described the Viceroy of India as the ‘‘ agent ” of
the Secretary of State, thereby bringing down on
his head a storm of protest from the Indian and
English Press, and a severe rebuke from Sir
Valentine Chirol, who, in his “Indian Unrest,”
convicted the new Under-Secretary. of carelessness
in his quotations. )

If Mr. Montagu was careless in his quotation
from the Act defining the Viceroy* of India’s
powers, wiat are we to think of the Explanatory,
.Memorandum of the East India Accounts and
Estimates 1911-12, issued for the information of
Parliament, over Mr. Montagu’s signature in July,
last, wherein it is stated (on page 9) :—

“ GOLD STANDARD RESERVE.

“ In accordance with a recommendation made
by the Indian Currency Committee of 1898-9,
it was decided that, with eflect from April 1,
1900 :—

* 1. The net profit on the coinage of new
rupees should not be treated as revenue, but
should be paid to a special reserve (now called
the Gold Standard Reserve).

** 2. The reserve should be held mainly in
sterling securities, the interest being added to
the reserve as it accrued.”
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NO SUCH RECOMMENDATION AS THIS LATTER WAS
EVER MADE BY THE INDIAN CURRENCY CoOM-
MITTEE. On the contrary, the Indian Currency
Committee recommended that the profit on the
coinage of rupees * . should be kept IN GOLD,
as a special reserve, entirely apart from the Paper
Currency Reserve and the ordinary Treasury
balances. . . ."”

Here we find that not only has the India Office
acted in direct variance to the recommendation of
the Expert Committee specially appointed by the
Secretary of State to advise him, but his Under-
Secretary issues an official Explanatory Memo-
randum which, by directly misrepresenting the
facts of the case, makes it appear that the India
Office has acted .in accordance with authority,
instead of in direct defiance of authority.

Surely such * carelessness ” as this demands
something more than a mere official correction and
expression of apology—neither of which, by the
way, have been forthcoming up to the present.



CHAPTER VI

THE SUMMING UP

"

The exclusion of gold from our currency
cannat be justified, and must be regarded su:nply
as barbarous, irrational, and unnatural.

(Extract from an address to H.E. the Vlceroy of thz
Bombay Chamber of Commerce, February, 1864.)

OUR summing up will be very brief. The Finance
Committee of the India Office stand chargéd
with :— ) s

1. Misapplying the cash .balances of the
Government of India, the sums involved
amounting to over £10,000,000.

2. Mishandling large portions of India’s Gold
Standard Reserve: and Paper Currency,
Reserve, the. sums mvolved amounting to
at least £1 5,ooo ooo .

3 Depriving India %fits ancient and inalien:
able right to obtam unlimited supplies
of legal tender money on presentation at
the mints in India of the metal neces-
sary for the manufacture of that money,
a right recognised and exercised by every
civilised nation in the world.

s
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With regard to the failure of the India Office
- to reopen the Indian mints to the free coinage
of gold, the witnesses for the defence, official and
unofficial, can give no satisfactory, explanation at
all. Sir Guy Fleetwood’s exposition of what
occurred, *“. . . that the Treasury at home were
disposed to advise against the measure . . .”
because India could get all the gold it wanted
elsewhere, is lame, and incomplete. Such an ex-
planation is no ground for cutting out of India’s
monetary system its chief and most essential
mechanism. Great Britain, which produces only
£3,000 worth of gold every year, has an open
mint : India, which produces over £2,200,000
worth of the precious metal annually, has no open
mint, with the result that, as mentioned by Mr.
Robert Campbell, Chairman of the National Bank
of India, at the Annual Meeting of Shareholders
in London, on March 19, 1912, the Indian mines
have to send home their gold to London * for.
convenience of assay and'reﬁning." That con-
venience ought to be provided in Bombay.
Kurther, as India’s monetary system is at present
not a system at all-but merely an officially
“ managed ” makeshift, of a type that has been
condemned and rejected by Great Britain itself
a century ago, no excuse exists for further con-
tinuing the present unsatisfactory state of affairs.
The Indian mints should at once be restored to the



THE SUMMING UP 97

status that they enjoyed up to 1893, and‘?reopened
to the unrestricted coinage of legal tender ‘money—
gold money this time.

With regard to the misapplication of India’s
Cash Reserves (Gold Standard and Paper
Currency), all the witnesses for the defence take

. exactly the same line—namely, that when and if
the balance of trade should turn against ‘Ind'ia,
then those who desire to send meney out of India
will assuredly want t6 remit that money to London.
Ergo, London is the place to keep the Reserve.
And furthtr, as it would be wasteful to hold
£17,000,000 in actual metal in the Gold Standard
Reserve, the best thing to do is to invest it id
good securities and so earn interest. The securities
can always be sold when money:-is required to
meet India’s drafts on London in years of rain
failure and bad trade in India.

"Sir Ernest Cable has revealed the defect in
this line of argument (vide Chapter V.):—

* I wish to drive home the point that at times
of international complication and crisis * the

possession by India of & stock of gold bullion"

would be a great bulwark.of safety. It would
obviate the possible necessity of our being forced
to sell securities just at that particular time
when those securities might be very greatly
depreciated in value. . . "

Quite so. What the India Office experts and cer-
tain pundits, like Professor Keynes, overlook is,
; 8
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that there are TWO possible dangers against which
it is necessary to protect India’s huge silver token
currency, viz. :—
1. The economic danger.
2. The political danger.

Against the economic danger of a failure of the
rains in India and a reversal of the ordinary
current of Indian trade, with its probability of
drafts on the India Office to satisfy those of the
public who desire to remit money from India to
London, the retention in London of a portion of
the Gold Standard Reserve (and the investment of
that portion in first—class securities) is, no doubt,
an adequate protection. Who questions it? Very
few people in India. But why, oh, witnesses for
the defence, why always harp on this one string |
What about the other danger—the Political
Danger?

Though every individual hopes that he, per-
sonally, may be an exception to the rule, the fact
remains that

*“The best-laid schemes o’ mice and men
Gang aft a-gley.”

Those who own, travel, insure, and are interested
in the leviathans which weekly race backwards
and forwards between America and Europe, in all
weathers and through all dangers, have often con-
gratulated themselves on the perfection and safety
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with which the voyage is nowadays accomplished.
Then, suddenly, down goes some Tifanic, baffling
foresight and appalling the imagination, and the
world shudders at the suddenness and magnitude
of the disaster. i

"So, too, in the realms of international politics.
Whilst certain of the stay-at-homes, city-dwellers,
peace-at-any-price devotees, and bread-and-butter
politicians of the United Kingdom solemnly lead
the Empire at large to believe that a great Euro-
pean conflict, involving the peoples of' Britain in
a struggle for life, is practically outside the
realms of the possible, suddenly an international
crisis develops—like some huge iceberg looming
through the mist—and before we know where
we are battleships move to and fro, a run
on the bank occurs, and the whole country
realises that' we are on the verge of war. If
the crash be averted, we have to thank our lucky
stars more than our own clear-headedness and
exceptional foresight. That the danger actually
existed, notwithstanding all the peace talk, every-
body, for the moment, realisgs.

And the danger is always with us. Let there
be no mistake in this connection. And because
the danger is always there, we are spending
annually more and more on the machinery of
our defence. -

At this point let us put to ourselves the
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question, What would happen to England's Gold
Reserve (of between £30,000,000 and £40,000,000
only), in the event of an outbreak of war with a
“great continental Power? It is practically certain
that cash payments would have to be suspended
in England. There is not enough metallic money
in the country to enable the population as a whole
to keep on an average £5 a head in their houses
for emergencies. Quite recently at a discussion
of the late Sir Robert Giffen’s important paper at
the Royal United Service Instétution in March,
1908, several speakers expressed their conviction
that a suspension of payménts would be inevit-
able on the ‘outbreak of a first-class war. Sir
Felix Schuster said that England would certainly
prohibit the shipment of gold to the enemy. (Vide
the Preface to Professor Andreades’ * History of
the Bank of England.”) This would in itself
involve a partial suspension.

What would become of India’s Gold Standard
Reserve in such an emergency? At a time like
this everybody in India would be called upon to
strengthen his principals at headquarters by remit-
ting every sovereign of spare cash available. A
sudden demand upon the India Office to pay out
£10,000,000 would be quite possible. But where
would the India Office obtain 'buyers for its
securities? Whence could the cash be obtained?
And if the India Office could not instantly meet
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the position, would not the needs of those who
“were most pressed compel them to accept 1s. 3id.
or 1s. 3d. for the rupees they had to sell? Some-
bpdy, no doubt, would sell his silger coins at#
1s. 2d. Indeed, the probability is that the first
difficulty in the course of the war would send the
rupeg. down withe a crash to 9gd. What about the
much-lauded London-Indian Gold Reserve then?
Where, with such a possibility before us, is the
good of holding India's reserve in securities ,in
London? Such a reserve might conceivably fail -
at the very monfent of crisis when its' strength
was most sorely needed‘to save India from finan- -
cial ruin. , '
It seems beyond all questmn that in transfer-
ring practically the whole of tdia’s Gold Standard
Reserve to London and there inves#ng it in
securities, the Secretary of State for India is
deliberately exposing India to a risk against which
it is his first duty to protect her. b
With regard to the misapplication of the cash
balances of the Gowernment of India, no defence
worthy of the name has been attempted. It is
doubtful if any defence .that would “ hold water *
is possible. No official anywhere in this world
has ever held such a cash balance as £18,000,000,
and the Secretai‘y of Statk for India, in accumula- «
ting a colossal balance of this character {for Tost
of which he ha$ no legitimate need), has exposed
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himself to charges of mismanagement and in-
justice to India which he will find it extremely
difficult to rebut.

The following extract from the remarks of Sir
James Begbie, the brain of the Bank of Bombay,
‘made on February 17, 1912, at a meeting in
Bombay, sheds some light on éne of she gonse-
quences of unnecessarily high taxation and swollen
cash balances :—

4

. . . There is one aspect -of the connection
between the Presidency banks and the public to
which I think it may. not be inappropriate for
me to refer. As you know there is a wvast
amount of banking business arranged all over
India on the basis of bank rate—it may be at
that rate or at sémething over or something
under it, but the basis is bank rate. You also
know#that as regularly as one season succeeds
another - bank rate rises from its minimum in
the monsoon months to its maximum -in the
winter and spring months, and that the maximum
may be anything from 7 to g per cent., 9 per
cent. being the highest point for a' good many
years past. - It is inevitable under conditions
in India that this regula Praxing and  waning
of bank rate should occurt*but is it inevitable
that the movement should be so extreme, and
especially that the rate should be so constantly
forced to such high levels? 1 think not. The
greatest factor in forcing up the rate is the
great volume of money that,is taken off the
market by Government and ldtked away in the .
@reasury vaults. That mone¥ is realised in bulk
only through pagxents for Coug::i] bills—that is,
after the public have either voluntarily sold their
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: produce for export or been nblzged to. part with
it ander the pressure of high bank rate as. zt
frequently happens

The evil does not, of course, end at thlS pomt .
- But we have said enough. to ‘enable all unbiased -
students to form their own conclusions as to the
gengral -bearingsand consequénces of the India -
Oﬂ‘ices management of India’s’ ﬂnances and
currency. # '
* * x % *

And the verdict? That we shall now leave to
the consciences of all who have England’s -fair
fame at heart, and who desire that fame to go
down to posterity untarnished.



PART III

GOLD FOR INDIA



CHAPTER VIII

A PLEA FOR THE ADOPTION OF THE INDIAN
CURRENCY COMMITTEE'S REPORT

1. TWELVE years having elapsed since the
Indian Currency Committee (over which Sir Henry
Fowler presided) recommended the Secretary of
State for India to give this Dependency a gold
currency as well as a gold standard, the time is
now ripe for inquiring how far this policy has been
carried out, and what further steps, if any, are
necessary to complete the all-important mechanism
of India’s gold-standard monetary system.

2. The main points of the Indian *Currency
Committee’s recommendations can be summarised
as follows :—

(a) That whilst Government should continue
to give rupees for gold, if required, no
fresh rupees should be coined until the
proportion of gold in the currency was
found to exceed the requirements of the
public (vide Section 60).

(b) That the Indian mints should be thrown

107
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open to the unrestricted coinage of gold
on terms and conditions such as govern
the three Australian branches of the
Royal Mint (vide Section '54).

(¢) That the British sovereign should be

made a legal tender and a current coin in
India at the rate of 1s. 4d. per rupee
(vide Sections 54 and 66).

(d) That when the Government of India had

accumulated a sufficient gold reserve,
and so long as gold was available in
its treasuries, it might discharge its
obligations in India in gold (vide
Section §9).

(e) That any credit made on the coinage of

rupees should not be credited to the
revenue or held as portion of the ordi-
nary balance of the Government of India,
but should be kept in gold as a special
reserve, entirely apart from the Paper
Currency Reserve and the ordinary
treasury balances (vidg Section 60).

(/) That with the object of speedily attaining

the effective establishment of a gold
standard and currency as above, the
Government of India should husband its
resources, exercise a resolute economy,
and restrict the growth of its gold obli-
gations (vide Section 70).
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3. The above recommendations were made over
the signatures of Mr. E. A. Hambro, Mr. Robert
Campbell, My. F. C. le Marchant, Sir William
Holland, Sir Alfred Dent, Sir Charles Crosthwaite,
Sir Francis Mowatt, Sir John Muir, Sir David
Barbour, Lord Balfour of Burleigh, and Sir
Henry Fowler —all men very well qualified
to give sound advice on this most important
subject.

4. And hew was the advice received? What
steps were taken to give effect to the Indian
Currency Committee’s recommendations? At the
time of their receipt they were undoubtedly warmly
welcomed by the Government of India, who at
once prepared to put them into execution. From
certain sections of the commercial community in
India, however, Government were subjected to con-
siderable pressure to defer taking action. It was
contended that in making the sovereign legal
tender Government abandoned the advantages
which the monoply position of the rupee gave for
attracting gold : .that the moment the sovereign
was legal tender it would be absorbed, would dis-
appear like rain into the sea, &c. so that the
gradual accumulation of gold would be arrested,
and that Government would be driven into bor-
rowing for its stock of gold. Fortunately, Govern-
ment was not deterred by thesé representations.
On September 15, 1899, gold was made legal
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tender in India, whilst a few months later, in

March, 1900, Sir Clinton Dawkins announced :—
. " *“1It has been decided to constitute a branch
of the Royal Mint for the coinage of gold. The
terms of the proclamation to be issued under
the Imperial Coinage Act have been settled, and
we are now merely awaiting until the Royal
Mint has satisfied itself as regards the mint
premises and appliances at Bombay. . . . The
gold from the Mysore mines is, indeed, already
reaching us in anticipation of coinage, and we
count uion receiving an annual increment to
our stock of gold of from one and 3 half to two
millions from this source.”

5. Be the reason what it may, the proclamation
above referred to has never been issued. Nor
has Government ever vouchsafed any explanation
of this most extraordinary omission. To this day,
India, a gold-producing country, and the richest
and most powerful division of the Empire after
Great Britain, still lacks its mint for the free coin-
age of gold. This is all the more remarkable
because an open mint, accessible to the public
for the ready conversion of precious metal into
legal tender money, is the one central, vital pivot
of every currency system, without which a country’s
monetary arrangements can hardly be termed a
*“system * at all.

6. Whilst the Government of India showed no
hesitation in taking the initial steps necessary for
the establishment of a gold currency in India, its
subsequent actions have appeared to be singularly
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lacking in steadfastness of purpose. Thus, Sir
Henry Fowler’s Committee suggested that as soon
as Governmént had  accumulated sufficient gold,
it might commence discharging its obligations in
India-in gold instead of in rupees—an excellent
and thoroughly practxcable suggestion. Finding
that gold was accumulating in its Paper Cur-
rency Reserves far 35pTe rapidly than it had
anticipated, Government' proceeded not only to act
upon this suggsnon, but to go beyond it. Attempts
were made to put gold into the hands of a con-
servative Indian public at certain post-offices, to
pay out large sums in gold (without due warning)
in the encashment of currency notes remitted up-
country for trade purposes by European firms,
and so on. This at once aroused opposition and
protest, as might have been expected. But with
a most unfortunate result. Government apparently
abandoned all hope of putting gold into active
.circulation for the time being, and, in its stead,
proceeded to enter upon an astounding silver coin-
ing policy calculated seriously to jeopardise, if not
wholly to wreck, the entire gold currency scheme.
Notwithstanding the repeated protests of successive
Finance Ministers that the banking and trading
communities in India ought to rely far more on
" their own efforts, and far less upon Government,
to finance the commerce of the country, the Secre-
tary of State so far permitted himself to lapse
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from a sound official attitude as to accept and act
upon the novel theory that any man who presented
gold to the India Office in London and demanded
Tupees in exchange therefor in Calcutta, Bombay,
or Madras, was fully entitled to receive those
rupees, in unlimited quantitfes, and exactly as they
were wanted | In .other words, in addition to his
other innumerable functions, it became the Secre-
tary of State’s duty to finance the whole trade of
India, and at 3 moment’s notice, Not in the way
that the Secretary of State desired, or the Com-
mittee of Experts who had sat specially to advise
him, recommended ; but in such way as the banks
and mercantile houses, responding to the require-
ments of some of the larger European trading
interests, found most convenient for their own ends,
at that particular moment, to finance some par-
ticular crop. It would be interesting to hear:the
reply of the High Commissioner for Canada, or
of the High Commissioner for Australia to a
similar sudden demand to place by telegram the
mints and cash - balances of their respective
Governments at the service of the Canadian or
Australian bankers I Yet, marvellous as it may
seem, this preposterous idea prevailed ; and so,
notwithstanding the brave words of Sir Clinton
_Dawkins in 1900,* millions after millions sterling

*  India has at length emerged from a period of transition in her
currency, bas reached the goal to which she has been struggling for

years—has established a gold standard and a gold currency.”—Sir
Clinton Dawkins in his Budget Statement, March, 1900,
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worth of new silver were purchased and coined,
till a climax .was reached in the years 1905-7,
when no less than £42,000,000 worth of new
rupees were launched upon the Indian public—
far and away the heaviest coinage of silver ever
known in the history ?of, the world. And by a
Government ‘committed to thé establishment of a
-gold currency, too!d - / . .
7. Nemesis; however,‘ very quickly overtook the
. Goyemmznt) of India and its new financial guides.
.Not-only was the rise in prices then in progress
throughout the Western world perceptibly stimu-
lated in India (to the imameasurable suffering of
" . the lowest classes, Government itself being forced
. to. make’ * grain compensSation allowances * on'a
gigantic seale to its poorest servants), -but - the
check to trade arising out of the crop shortages in
India and the financial crisis in the United States
in 1907, all but wrecked India’s laboriously con-
structed 1s. 4d. rupee—the redundancy in silver
money being only, relieved by a tardy transfer
(through Government agency) of the equivalent
of over £8,000,000 from the cash balances of
the peoples of India back to the money markets
of Europe.

8. Unfortunately, it is not only in (2) the manu-
facture of new rupees on an unprecedentedly large
scale, (b) the omission gradually and persistently

" to introduce gold coins into circulation, and (¢) the
9
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failure to establish an open mint in India for the
free coinage of gold, that Government have ignored
the specific recommendations of the Indian Cur-
rency Committee. In utilising over a million
sterling of the Gold Standard Reserve on railway
construction—in adulterating that Reserve with
silver—in acquiescing in the transfer of the major
portion of the Gold Standard Reserve and a sub-
stantial part of the Paper'Currency Reserve from
India to London (with its subsequent evaporation
in the form of loans to “approved banks” and
investment in * gilt-edged  securities)—and lastly,
in submitting to the Secretary of State’s extra-
ordinary and excessive drafts on the Indian
treasuries, the Government of India have accepted
and assisted in the carrying out of a currency
policy diametrically. opposed in all essential details
to that which Sir Henry Fowler and his Committee
of Experts, after a year's careful investigation,
deliberately recommended.

9. If once again we closely analyse the Indian
Currency Committee’s advice, we shall recognise
that its main feature is a recommendation to make
gold the chief monetary instrument of India, not
only the standard for adjusting international in-
debtedness, but the currency medium by aid of
which the larger traders and more wealthy mem-
bers of the community could transact their business
and satisfy their current requirements. When a
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Committee of prominent Financiers, Bankers, Mer-
chants, Officials, and retired Members of the
Government of India are unanimous in a recom- ~
mendation of this character, it can only be assumed
that they are thoroughly satisfied—

(2) That many people in India like, and will
use, coins of gold.

(&) That as a ch.\eﬁ- monetary instrument gold
coins are befter than silver coins, or than
aryJother form of metallic currency.

(c) That the open-mint, gold monetary
systems of Europe and America are the
best possible models upon ‘which to frame
JIndia’s currency system. i

(d) That there is sufficient gold available in
the world to permit of India establish-
ing a gold currency as well as a gold

' standard.

The accuracy-of these monetary axioms being
beyond qimstion, it follows that recommendations
based upon them are in all probability well
founded. As a matter of fact, there are few who
would deny that the Indian Cu;'rency. Co_mmigtee’s
recommendations are as sound now as they were in
July, 1899, when the Commmee first subscribed
to them.

J0. If, now, we turn to the various steps taken
) ‘by ‘the Secretary, of State and the Government of
" India subsequent to the publxcatmn of the Com-
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mittee’s Report, and carefully examine the practical
outcome of the various moves, we shall quickly dis-
cover that they have all bad one and the same
result. Thus :—

(a) The failure to establish an open mint in
India for the free coinage of gold has
meant that the gold unearthed in India
during, the last eighteen’ years — say
£32,000,000—could not be converted
into legal tender money in this country.
Therefore much of this gold has had to
be sent elsewhere. In short, /ndia has
lost the gold, qua gold.

(6) The abandonment of the policy of putting
gold into circulation by discharging some
of Government’s obligations in India in
gold, and so familiarising the people with
the advantages of gold money, has meant
the neglect of the best possible means
of expanding the people’s taste for gold.
Thus, India’s demand for the precious
metal has been of comparatively slow
growth, and /ndia has lost by not import-
ing as much gold as she would, had the
people been encouraged to use gold more
freely.

(¢) The purchase and manufacture, subsequent
to the closing of the Indian mints “to
silver, of the largest quantity of silver
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ever coined in any three years in the
history of India, effectually checked the
importation of gold to a more or less
similar amopnt. Thus, not only were the
peoples of India actively encouraged to
continue using the depreciating white
metal rather than the more valuable
yellow metal, but /ndia was at the same
ﬁme, left the poorer in gold by over
£50,000,000.

(d) By deciding not to hold the profits on

_ their extraordinary silver coinages in
India in gold, as recommended, Govern-
ment have themselves avoided the neces-
sity of importing into India £19,000,000
or £20,000,000 in gold. Not only this.
By transferring some £18,000,000 of the
Gold Standard Reserve to London,
Government have for the time being re-
duced the balance of trade in India’s
favour by this amount, and so infercepted
£18,000,000 whick India might—indeed,
should~have received in gold.

(e) So, too, by transferring over £6,000,000
of India’s Paper Currency Reserve (a
currency that only circulates in and is
only redeemable in India), from the
Indian treasuries to the Secretary of
State’s Treasury in London, Government
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have again intercepted the balance ‘of
trade in India's favour, thus depriving
India of a further £6,000,000 in gold.

() And lastly, by transferring week after week
large sums of money, far in excess of his
legitimate requirements, from the cash
balances in the Indian treasuries to the
swollen cash balance of his London
Treasury, the Secretary of State has
gravely interfered with the normal
adjustment of the balance of trade in
India’s favour, and has effectively
checked and reduced the natural flow
of gold to India.

11. Thus it will be seen that whilst the Indian
Currency Committee, after a most careful con-
sideration of the whole position, deliberately
recommended the adoption of gold for India, the
Secretary of State and the Government of India
have, with a similar unanimity of action, so con-
ducted their management of the currency as to
check, delay, and intercept in every possible way
the normal accumulation and flow of gold in and
to this gold-producing Dependency.

12. In faimess to the Government of India,
it must be stated that, with one exception—the
failure .to establish in this country a mint open
to the free coinage of gold—every move ‘in this
unfortunate business of State-currency management
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has been the subject of frequent discussion and
explanation. Successive Finance Ministers have
expounded, sometimes at considerable length, their
reasons for mtroducmg silver .into the Gold
Standard Reserve, £Or transferring the reserve to
London, for investing the reserve in British and
Colonial securities, and so on. In no single
instance, however, have the ¢.=,xpl:=mationsi -given
exhibited any practical recognition of the policy
and fundamental principles to which Government .
have throughout been committed, namely, the
active establishment in India of a gold standard
with a gold currency, on the same lines as’ the
. gold standard systems of the United Kingdom, of"
the British self-governing Colonies, and of the rest
of the civilised world.

13. But, it may be asked, why, should the
Government of India desire to prevent the peoples
of this country from retaining or 1mportmg what-
ever gold they please? There is, in truth,” no
reason why the Government of India should so
stultify itself, beyond the all-compelling one that
it is, by its constitution, forced to act, not as its
Finance Ministers sometimes tell us that, it has
decided to act,® but rather in accordance with the
instructions of a Secretary of State who, seated .
on the other side ‘of the world amidst an altogether
different environment, 'at times takes a different

* Vide the conclusion of paragraph 4, above.
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view of the needs of the situation in India to that
held by the Heads of Government on the spot.

14. But still, it will be pressed, why should
the Secretary of State ‘for India desire to with-
hold from the Dependency iA his charge the very
gold which the physicians ‘in consultation have
unanimously prescribed as the one and only remedy
for India’s currency troubles? It is incredible
that the Secretary of State could, of set purpose,
bhave deliberately conceived and methodically
carried out so vicious a policy. And yet the fact
remains that the practical upshot of Government’s
management of the Indian currency has been—
as already explained—a continuous check to India
in the acquisition of that precious metal upon
the possession of large quantities of which her
currency salvation immediately depended. What
is the explanation of this paradox?

15. The explanation is to be found in the fact
that the raising of the Indian monetary system to
the level and standard of the currency systems of
the United Kingdom and of the other great nations
of the world, has involved a risk of certain temr-
porary inconveniences to powerful sections of the
trading and money-lending communities. And
with the result, that in his effort to satisfy the
demands of all who have dealings with him (more
particularly of the London money market), the
Secretary of State has ended by abandoning, in
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effpct, the first principles that should have guided
him in his evolution of India's new gold monetary
system.

16. Amongst a public largely illiterate, it was
ta be expected that the introduction of a strange
gold coin of so high a value as fifteen rupees
would at first be regarded with a certain suspicion.
Unfortunately, some of the better educated Anglo-
Indian community exhibited a similar distrust of
"the inflowing sovereigns, not, of course, in connec-
tion with the meaning or value of these.excellent
coins, but with regard to their instability to the
requirements of the internal trade of India. In -
this way it happened that what with suspicion on
the one hand, and inertia—ssometimes active opposi-
tion—on the other, the Government of India found
reasons—poor ones it is true, but still, reasons—
for abating their activities in putting gold into
circulation.

17. As to the motives which prompted the
Secretary of State to veto the Government of
India’s decision to establish in Bombay an open
mint for the free coinage of gold, an explanation
will probably be found in the Secretary of State's
financial environment in the City of London.
Obviously, the gold-mining interests of India would
not be likely to object to the creation of machinery
which would save them the cost of shipping their
gold to Europe for conversion into legal tender
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money. Who, then, would object? The bullion-
dealers and gold money-merchants of London are
the only interests likely to lose a little by the
establishment of an open mint in Bombay. Is it
possible that the Secretary of State has been influ-
enced by their representations? In this connection
one significant fact may be noticed. It was a firm
of London bullion-dealers — Messrs. -Samuel
Montagu & Co.—who recently gave publicity - to
the outrageous suggestion that the Government of
India should impose a duty on all gold imported
into India—a duty of a kind, be it noted, that has
never been levied by any Government since the
world began. Why should a ballon d’essai of
this character be floated from such a quarter?
18. It happens that the headquarters of the
Secretary of State are also the headquarters of the
most amazing organisation of banking, money-
lending, and credit-spinning that the world has
ever known. - Thanks to the energy, enterprise, and
spotless integrity of successive generations of
money-merchants, aided by a Government which,
facile princeps in honesty of purpose and fair
dealing to all, has combined the maximum political
security with the widest recognition of the liberty
of .the subject, the City of London is still the
greatest money market in the world. Every nation
keeps a banking account in London. Every nation
comes to London for capital. Every nation turns
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to London for advice and ‘guida.nce in matters
monetary, whilst all nations * regard its doings
with envy and admiration. And not without
reason. For, marvellous to ‘relate, London, with
probably the greatest volume of local and inter-
national monetary transactions of any city in
Europe or America, nevertheless manages to con-
duct its huge financial business with the smallest
reserves of gold held by any great country in the
world !

19. It is perhaps not surprising that the Secre-
tary of State, gmded by a Finance Committee
who sit amidst an environment ‘of joint-stock and
other banking interests, constantly imbibing the
financial atmosphere of the London money market,
should insensibly develop the same attitude of mind
towards India’s currency problem as that held by
some of the working financiers, money-merchants,
and bullion-dealers of the great City. To such
thé transmission of gold to the central gold
market of the world, there to be dealt with in
the most economical manner possible, by those
specially conversant with such business, ‘doubtless
presents many advantages over thg -¢stablishment
in India of a Government factory at which, 6n  the
demand of the public, gold could 'he reCexved
assayed, and converted into legal tender money
entirely free of charge. And so India still'lacks
her open mint. But note how one false step leads

§
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to another. In the absence of an open mint (such
as every other civilised country possesses), some
provision must be made for supplying the public
with such metallic money as may be demanded.
The Secretary of State accordingly (1) declared
British sovereigns legal tender in India, but at
the same time largely (z) nullified the object of
his currency policy by undertaking to produce
on ‘demand, in exchange for gold, whatever silver
tokens the public might ask for. No Government
in the world, ancient or modern, has ever dreamt
‘of performing such a duty as this latter, yet the
Secretary of State cheerfully shouldered the burden
and—became one of the chief moneylenders and
silver purchasers in the City of London.

20. This, however, was only one of many
notable doings of the Secretary of State in connec-
tion with the Indian currency. The essence of
modern finance and banking being the accumula-
tion and supplying of jaoney on terms profitable
to all concerned, it is not surprising that an official
who lends and borrows millions of State money
without the slightest check or control of any kind
should be’the object of much friendly attention
on the part of the London money market. In
such circumstances, what more natural than that
the loss of interest consequent upon the holding
of large stocks of coin in the Gold Standard and
Paper Currency Reserves should be pressed upon
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his attention? Why keep those reserves in India?
Why not transfer some of the money to London
and invest it in first-class British and Colonial
Securities? Although, in the case of India’s Gold
Reserve, the suggestion was on a par with the
advice tendered to a man who, possessing a fire-
engine to safeguard his country house, is per-
suaded to hire the machine to a friend in town in
order to reap the benefit of the income so obtained,
the Secretary of State nevertheless considered the
transaction a good one for India, and now prac-
tically the whole of the Gold Standard Reserve °
and. a substantial portion of the Paper Currency
Reserve is so invested that in a time of grave
national danger the objects of the reserves would
probably be very seriously impaired. And it is
not only these reserves tbat have been treated in
this way. The Secretary of State has recently
laid hands on the cash balances in the Indian
treasuries, transferred them also to London, and,
having no legitimate need for all this money, has
invested some portions and lent others to
* approved ™ banks and finance houses. Where
the Secretary of State’s financial activities. are
now likely to end it is impossible to cbnjecture.
21. In the meantime, whilst the India Office has
been indulging in these alarming excursions into
the realms of high finance, the feeling has been
growing, not only in England but also on the
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continents of Europe and America, that a very
grave danger lies concealed in the extraordinarily
small gold reserves of the London money market.
Nobody possesses any exact knowledge as to the
metallic reserves regularly held at the present day
by the various banks in Great Britain, but the gold
reserve of the Bank of England, upon which the
whole country, in the main, depends, has for long
been recognised as seriously, inadequate in com-
parison with the current liabilities of the banks
of the United Kingdom. The leading economists
of the day, warned the kingdom of the pitfalls of
the situation over thirty years ago. Since then
publicists, merchants, bankers, journalists, states-
men of various political creeds, at home and
abroad, have all recognised and dwelt upon the
dangers to Great Britain and to the whole British
Empire of balancing so stupendous a structure
of world-wide credits upon a metallic basis so
perilously small. The danger is not so much from
economic possibilities (though panics and financial
crises which have bappened before will no doubt
happen again) as from grave political troubles
arising out of national aggressions and inter-
national deadlocks. A great European war is by,
no means outside the realms of the possible.
Occasional fighting is just as normal and congenial
to average human nature as occasionally presenting
the smitten cheek to the smiter. And it is well
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that it i so, or we should quickly degenerate into
beings of a fibre so poor that the first vigorous
‘nation who ‘battered at our doors would suppress
us. Quite rightly, then, do we recognise the fact

and expend seventy millions a year on naval and °
military preparation. Moreover, if we may judge
" by the temper with which the recent universal
peace proposals were received by, the greatest mili-
tary power in Europe, we shall have to continue
- building Dreadnoughts even more liberally in the
future than we have in the past—all of which is
quite natural and to be expected. Unfortunately,
although financial preparation for war is as much
a vital necessity as the building up and perfecting
of fighting material, human and mechanical, this
factor in our Imperial defence problem is one that
our politicians persistently ignore. Taking a le?;f
from the monetary policy of the bankers and
merchants of the City of London (who, it may
well be presumed, know their own business best),
the British Government, maintains no gold reserves
at all of any kind, for any purposes—not even for
its Trustee and Post Office Savings Banks’ busi-
ness (liabilities over £250;000,000), nor for its
naval and military machinery, upon*which the
security of the whole Empire depends. Indeed,
Government never has sufficient ready. cash at its
bankers to conduct its own work of administration,
and it only manages to carry on from day to day
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by a succession of overdrafts and temporary
" borrowings. The British Chancellor of the
Exchequer’s current 1.0.U.s at the present
moment amount to over £13,000,000.

22. It may be well at this point to put on
record, first, what the gold reserve of the Bank
of England actually stands at (as compared with
the gold reserves of some of the other nations,
great and small), and, secondly, some of the
opinions expressed by experts regarding the mag-
nitude of England’s reserve. The following figures
represent the reserves of gold held in the
treasuries and national banks of some of the chief
countries in the world on December 31st last :—

£
The United States ... 263,241,000
France .. 131,177,000%
Russia ... 130,476,000
Austria 55,023,000
Italy 48,363,000
Argentina ... ver T aes 37,033,000
Germany ... 33,052,000
Australasia ... 31,820,000
England ... v o ees 31,356,000

To-day the Bank of England’s stock of gold is
approximately £40,000,000, and continental stocks
of the precious metal are also somewhat higher.
Whilst the Bank of England's figure affords an
astonishing testimony to the confidence which the
public feel in the integrity of London’s great
bankers, and the ability. of the British Government
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to defend the nation’s interests and maintain peace,
it at the same time gives rise to grave misgivings
in the minds of all who recognise the magnitude
of the disaster which might follow any serious loss
of confidence or violent destruction of credit. We
cannot forget that on more than one occasion in
recent years England has been assisted over what
would probably have developed into a serious
financial crisis by the goodwill of the Bank of
France, who have shipped a few millions sterling
in gold to London and so saved the situation. Our
continental friends may not always be able to be
so accommodating. What would bhappen if, instead
of helping us, they were to remain neutral or to
turn actively hostile?

23. When, in the early years of last century,
Napbleon endeavoured to overthrow British powey,
one of the means that he employed was a subtle
attempt to drain Great Britain of its stock of
bullion. *Regarding our valuable credit structures
of those old days as dangerously over-developed,
Napoleon decided to attack this vulnerable point
in every possible way; hence, among other
measures, the Berlin and Milan Decrees. That
his schemes eventually failed was not so much
due to any flaw in his premises as to the innumer-
able difficulties experienced in the carrying out
of the measures that he devised for our discomfort.

With a credit development of immeasurably
10
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greater proportions and far more delicate and
sensitive to international activities I than anything
that Napoleon ever imagined, is not Great Britain,
with the smallest gold reserve of any first-class
Power in the world, now running a considerable
risk?

24. Every authority, without a single exception,
answers in the affirmative. At the recent meeting
of the Association of Chambers of Commerce of
the United Kingdom, during the debate (March 14,

.1911) on the question of the inadequacy of
England’s gold reserves, one of the speakers (Mr.
J. Howell, of Bristol) reminded the meeting
that—

*“. . . this is no new question. It has been
discussed for forty-five years, during which time
fifteen resolutions have been proposed by the
Associated Chambers, three Memorials have been
sent to Parliament and to two Chancellors of
the Exchequer in succession. . . .”

In 1908 the Council of the London Chamber of
Commerce appointed a very strong special
Comunittee 2

* In this ion, it may be tioned that in 1910 there were 28
foreign banks in London with 1,427 branches abread, and £430,000,000
of public deposits, All those banks could, at will, draw for substantial
sums on the Bank of England.

* The Commitice consisted of the Right Hon. Lord Avebury
(Robarts Lubbock & Co.), Mr. F. Faithfull Begg, Mr, I. Hamilton
Benn, Mr. H. W. Birks, Lord Blyth, Mr. Charles Charleton, Mr. James
Dixon (Chairman, Lloyd's Register), Mr. F. S. E. Drury (Peck Bros. &
‘Winch), Si:'J. Fortescue Flannery, Bart, Mr. Howard Gwyther (late
Chairman the Chartered Bank of India, Australia, and China), Mr.
Alderman Hanson, Sir E. H. Holden, Bart., M.P. {London City &

*
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“ . . . to consider whether the Gold Reserves
of the country are sufficient, and, if not, what
remedies can be suggested.”

After a year's deliberation, the Committee issued
its report. The Committee were unanimous in
recognising the

“ . . . desirability of strengthening the Gold
Reserves of this country ” ;

and a majority made certain specific recommenda-
tions with the object of improving the situation.
These recommendations are still the subject of dis-
cussion amongst the interests concerned. In the
meantime, the Association of Chambers of Com-
merce of the United Kingdom, at the meeting
referred to above, unanimously passed the
following resolution :—

* That the Assocjation reaffirms the Resolu-
tion with reference to the Gold Reserves passed
in March, 1906, in the following terms :—

“That the recognised and constant insuffi-
ciency of the Gold Reserve of the United
Kingdom recluires the immediate attention of the
Government.”

Not that Government had not already taken
cognisance of the dangers of the situation. Thus

Midland Bank), Sir Edward Law, Mr. R. A. Patterson, Mr. J. Spencer
Phillips (Lloyda Bank), Mr. J. A. Pixley (Pixley & Abel), Mr. J. Innes
Ro%eors, Sir Felix Schuster, Bart., Mr. A. Serena {Galbraith Pembroke
& Co.), Mr. Nathaniel Spens, Sir Albert Spicer, Bart., M.P,, Mr. J.
Herbert Tritton (Barclay & Co.), Mr. A. ]. Waley, Mr. Stanley
Machin, Sir Robert Giffen, K.C.B., the Hon. Herbert C. Gibbs (Antony
Gibbe & Sens), and Mr. Lawrence Currie (Glyn, Mills, Currie Co)
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Mr. Asquith, when Chancellor of the Exchequer,
at a bankers’ dinner in July, 1906, said that this
question of the gold reserve was

.

. . a matter of grave and increasing import-
ance, and it was at that moment engaging his
most serious attention.

The late Lord Goschen followed at another
bankers’ dinner in July, 1906—

Here we are, with enormous liabilities
and with a smaller stock of gold than any other

country holds. . . . It is not a satisfactory
situation. . . .”

Yet in spite of this unanimity of opinion, nothing
has actually been done. Mr. Edgar Crammond,
in Manchester last year, and again in London a
few months ago,' has delivered powerful addresses
on the subject of our * Gold Reserves in Time
of War,” arguing and proving, with a wealth of
illustration, that in the event of a powerful enemy
organising large withdrawals of gold from London
at about the date that it had made préparations
to attack us, we should unquestionably be very
seriously embarrassed, if not reduced to financial
chaos—an argument in which the Times 2 admitted
there was some weight. Professor Foxwell has
recognised that it is by no means certain that we

* At the London Chamber of Commerce, on March 13, rqu, Mr.
Stanley Machin, Chairman of the Council of the Chamber, in the chair.

® Masch 14, 1911 (Financial Supplement).
+
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could get through a first-rate war without an incon-
vertible currency. At an important discussion of
this subject &t the Royal United Service Institu-
tion in 1908, when an important paper by Sir
Robert Giffen was under consideration—

s

. . . several speakers expressed their convic-
tion that a suspension of payments would be
inevitable on the outbreak of a first-rate war ;
and Sir Felix Schuster said that we should-
certainly prohibit shipment of gold to the enemy
[a course] which would involve a partial
suspension  [of cash payments]. . . .”!

25. It comes, then, to this: that whilst the
present gold reserve of the Bank of England is,
in practice, adequate for current requirements so
long as the political sky at home and abroad is
cloudless, every expert is agreed that the margin
of safety is dangerously small, and that the reserve
ought to be at once strengthened. Seeing that an
econonmic crisis (arising out of, say, excessive over-
trading, stimulated by a period of rising prices)
is liable so seriously to denude Great Britain of
its stock of gold as to necessitate help from foreign
banks, most people are of opinion that the
strengthening ought to take the form of a con-
siderable increase in the reserve of precious metals
held against emergencies; and further, that
Government ought to contribute to the reform by

t Vide Professor Foxwell’s Preface to Dr. Andreades’ ¢ History of the
Bank of England " (English translation).
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accumulating its own political and commercial gold
reserve (such as other nations possess), quite apart
from the reserve held by the Bank of England and
some of the other great banks in the United
Kingdom. And, lastly, whilst there are some who
contend that the present slender state of Great
Britain’s gold reserve exposes the nation to very
serious danger in the event of a great Power
organising a sudden raid on our stock of gold for
political ends, there are many experts of the
highest standing who recognise that should Great
Britain unfortunately become involved in war with
a first-class European Power, most of our gold
reserve would probably disappear within the first
twenty-four hours ; cash payments would probably
be suspended, and the nation be saddled with
appalling financial losses—the result of the collapse
of our top-heavy credit structure—quite apart from
the crushing weight of the ordinary war expendi-
ture. And all the result of our unwise dependence
upon a Gold Reserve that is on all hands
admittedly inadequate. L

26. These facts explain the close attention with
which every movement of specie and bullion in
and out of the Bank of England is watched by
the London money market, and, indeed, by all the
money markets of the world. London being the
central reservoir of fluid gold to which every nation
first turns in moments of financial difficulty, the
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daily position of the Bank of England is a matter
of world-widé interest. Gold can always be
*obtained in moderate quantities from the Bank of
England in times of peace. So, too, the Bank of
England can' always attract gold from Europe
and America in times of peace by the simple
expedient of raising its rate of interest. The ex-
pedient is one which the whole commerce of
England quickly feels in the higher rates it has
to pay for the money that it is always borrowing.
Still, taking into consideration the low cost of
English capital all the year round, commerce con-
siders the game * worth the candle ”; and, the
risk of international complications involving Great
Britaig in a Europ'ean war being, in the opinion
of most, a very remote one, commerce elects to
regard the appalling ruin which the wholesale
collapse of credit (consequent upon the outbreak
of such a war) would cause as a contingency
similarly remote—if not altogether negligible.
27. And yet the risk is there. Indeed, recent
events have warned us that the danger is perhaps
nearer than many people think. Hence the qualms
which the London money market experiences
whenever large sums are suddenly withdrawn from
the Bank of England. Not that the removal of
half a million or so to America or the Continent of
Europe causes any alarm. The case is very
different, however, if the demand come from India,
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the reason being that whereas movements of gold
out of London to the other capitals of the West in
adjustment of international indebtedness are
generally followed by reverse movements of gold
back to London in settlement of Europe's and
America’s indebtedness to England, in the case
of ; India the balance of trade is generally in
her favour (and not by a small margin, but by
amounts that may occasionally rise to thirty, forty,
or even fifty millions sterling per annum); and
gold that leaves London for India has very
little chance of ever finding its way back
again.

28. To a money market engaged in balancing
the largest business in the world on the smallest
basis of gold ever attempted, this possibility of
India regularly withdrawing millions after millions
of the precious metal from England’s scanty stock
acts as a perpetual nightmare. By a ‘process of
reasoning not difficult to follow, London’s
financiers have arrived at the conclusion that as
Great Britain’s monetary stability is a rhatter of
far greater importance than the satisfaction of
India’s demand for gold, India’s requirements in
this direction must always be subordinated to the
exigencies of the London money market. If India
can obtain the gold she wants without directly
drawing from London—from Australia or from
Egypt, for example—London is all the better
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pleased. If India must have gold from London,
then the London money market will endeavour to
meet the demand—if it conveniently can. But
there must be no wholesale removals in millions
or tens of millions ; that would be far too dis-
turbing. India must always remember that the
requirements of the London market demand first
consideration, and that the needs of the Indian
public can only be thought about after the obliga-
tions of those responsible for the regular pulsation
of sthe financial heart of the Empire have been
completely fulfilled.

29. Such are the seemingly not unreasonable
principles which have guided the London money
market in its handling of India’s financial affairs.
Nor can we feel any astonishment that the Finance
Committee of the India Office and the Secretary, of
State should also have been influenced by such
apparently sound considerations. In combination
with other lines of reasoning, to some of which
allusion has already been made, they appear to
afford geod grounds for denying to India an open
mint for the free cainage of gold, for declining to.
encourage the peoples of India to make more use
of gold, for transferring India's Gold Standard
and Paper Currency Reserves to London, and,
generally, for employing every conceivable finan-
cial manceuvre—even to the transfer of the Govern-
ment of India’s ‘““till money' from India to
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'

London—in order to check as far as possible the
export of gold from London to India.

30. That such has- actually been the policy
deliberately followed is abundantly clear. Sir Guy
Fleetwood Wilson, during the course of the debate
upon -the Indian Budget in March, 1910,

‘remarked :—

» "%, . ..In all such matters it is useless to
ignore -the fact that opinion in England has
to be considered. Personally, it is my earnest.
desire, as it is my intention, to approach Indian
finance from an Indian standpoint, but I can
conceive nothing more unfortunate than any
attempt to separate the common interests of
England and India, or any failure to recognise

how dependent India is on the markets at
home. . . .”

Mr. Meston, in the same debate, was even more
explict :— E
*. . . We must walk warily [he said] when
there is any danger of disturbing the chief gold
market of the world, or of creating or exagge-
-rating any gold stringency which will react on
Ir.ldlilan finance., as surely as the day follows
night. . . .”

In the telegraphic columns of the Times of India,
of March 12, 1910, appeared the following : —

. . . It [i.e., the Times of London] under-
stands that the Indian Government are doing
their utmost to check the movement of gold
and are even offering the Indian banks currency
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on the other side at sixteenpence against gold
;hey can get in Egypt and ustralia and bring
ere. . .

This was followed a few days later by an obvxously
inspired reply :—

The statement that the (.‘xoverruneuta=
are domg their utmost to check the movement
of gold to India misrepresents the present
financial situation. Needless to say, the Govern-
ment of India, are always only too glad to see
gold on its way to this country, and would never
think of checking shipments, but they cannot
control operations in London. . .

This makes it very clear (1) that London is some-
times working in opposition to the views of the
Government of India, and; (2) tbat the London
money market is at times engaged in operations
specially, designed to prevent India from receiving
the gold that is her due.
* * * + B 2
33. One of the first inquiries "that springs. to
the mind, on having traced the problem of India's
monetary troubles thus far, is, Why, if England’s
gold reserves are admittedly inadequate in cém-
parison with the inverted pyramid of world-credits
poised thereon, has the Secretary. of State added
_to the tendemess of the structure by contributing
£24,000,000 of India’s Gold Standard and Paper
Currency Reserves thereto? Why this financial
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piling of Pelion on Ossa? Why, indeed? Well
may we ask! Our country friend whose fire-
engine had heen lent on hire to a firm in town
could not find himself in a more embarrassing
. situation on the outbreak of fire in his most
cherished country house than the Secretary of State
for India endeavouring, on a declaration of war
against England having been made, to sell
£10,000,000 or £15,000,000 of Irish Land Stock,
Transvaal War Loans, British Consols, &c., in a
money market paralysed by panic and probably
reduced to a state of barter consequent upon the
suspension of cash payments. At such a time every
European bank and mercantile firm in India would
be endeavouring to strengthen its position at its
headquarters by remitting surplus funds home. The
Government of India would be forced to draw
on the Secretary of State, probably for very large
sums ; and unless the India Office could instantly
meet every demand made upon it, no matter how
heavy, the loss of confidence would quickly bring
the rupee down with a crash to its par value as
silver—probably not much above 7d. or 8d. in
such a crisis. So that in addition to war troubles
at home, plus financial chaos consequent upon an
inadequate gold reserve in Londonm, the Empire
would probably be called upon to bear the addi-
tional burden of a grave financial crisis in India,
wherein both public and Government would be
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severely damaged, many of the.former being
probably irretrievably ruined. -

34. What can be done to safeguard the posi-
tion? The Gold Reserves Committee of the
London Chamber of Commerce, already referred
to, have made certain specific recommendations,
namely :— -

1. That the issues of the Bank of England
against Government Debt and Securities, com-
monly called the Fiduciary Issue, form an undue
proportion of the whole, and should be reduced.

2. That a reasonable reserve in gold should
be held against the deposits in the Trustee and
Post Office Savings Banks.

3. That the Bullion Department of the Bank
of England affords a means by its enlarge-
ment for the aggregation of gold reserves held
by others than the Government of India, viz. :—

(2) The banks of the United Kingdom, in-
cluding the Bank of England, in
respect of such gold held against
their liabilities in excess of till money
as any of them may elect to deposit

: in the Bullion Department.

(b) Scotch and Irish banks in respect of
all or any portion of the extra gold
held by them against excess issues
under the Act of 1845.

(¢) The National Debt Commissioners and
the Postmaster-General in respect of
the gold which the Committee recom-
mend should be held against the
liabilities of Trustee Savings Banks
apleost Office Savings Banks respec-
tively.

4. That all fpersons or companies carrying on
the business of banking within the United King-
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dom should once in every calendar month, in
case their liabilities. on current and deposit
accounts exceed in all the sum of ten million
pounds sterling, and once in every three months
in all other cases, make'a statement of their
position showing the average amounts of liabili-
ties and assets on the basis of weekly balance-
sheets for the preceding month, or three
preceding months, respectively, stating the
following amounts separately :—

(a) %.iabilities on current, deposit, and other

accounts.

(&) Liabilities on notes in circulation.

(c) Liabilities on bills accepted.
(d) Gold and other coin and gold bullion

held. .

(¢) Bank of England notes held and balance

due by the Bank of England.

(f) Balance due by clearing agents.

And that a copy of the statement should be put
up in a conspicuous place in every office or
place where the business of the persons or
company is carried on.

. That it is desirable that the Bank of
England should make an annual return, showing
the aggregate bankers’ balances for each week
of the preceding year.

These recommendations, which involve additional
burdens upon all interests immediately concerned
—i.e., upon (a) Government, (b) the Bank of
England, and (¢) the other banks of the United
Kingdom—would, if carried into practice, un-
doubtedly do much to improve the position. It
is doubtful, however, whether the London money
market can be brought to act simultaneously and
with unanimity in a matter which invelves sacrifices
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in many directions without the assistance which
legislation would afford. - Whether a Government
chronically under heavy obligations to this same
money market is likely to possess the courage
to undertake such *‘assistance ™ seems open to
doubt. ! .
'35. Fortunately, there is another and most effec-
tive means whereby the desired end can be attained
—a means beneficial alike to India as well as to
England. It consists in the peoples of India press-
ing upon their Government and upon the Secretary
of State the acceptance of the recommendations
made by the Indian Currency Committee. It con-
sists, in other words, in the opening of the Indian
mints to gold, in the creation of a popular Indian
gold currenoy, and in the retention in India, in
gold, of the reserves that ought never to have
been taken out of the country. This policy might
possibly involve the regular withdrawal of gold
from London at the rate of half a million a week ;
but such acquisitions of gold would be good for
India, and the withdrawals would also be for the
good of 'London, little as the money market might
appreciate the remedy. London might very pos-
sibly have to take special measures to attract gold
to take, the place of that regularly drawn off by
.Indiq,}"but thig fact would stimulate attention at
home to a state of affairs that has too long been
neglected by the publie. In the meantime, a
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second gold currency and a second gold reserve
would be in course of formation within the Empire
—a monetary system that would not only per-
manently assure the purchasing power of India’s
rupee currency, but would at the same time prove
a valuable source of Imperial strength in times
of Imperial danger.
* * * * *

39. It is interesting at this stage to note what
has become of some of the new gold produced in.
recent years. The following figures of the gold
holdings of some of the central banks of the
world and of the treasuries which act as central
banks, tell an important story. (The figures have
been extracted from the Sfafist of January 21,

1911) :(—

Stock of Gold beld on
Country. Dec. 31, 1900, | Dec. 31, 1910, Stock.
United States Treasury -+ |£102,038,0001£233.,437,000 | £131,390,000
Russia: StazeBankandTrmury 75,340,000! 130,476,000 £ 54.322.000
France ... 93,600,00¢ 131,177,000 37,577,000
Argentina : Ca;a de Convers 6,272,000 37.033,000| 30,761,000
italy : National Bank .. | 12,008,000[ 38,000,000 26,052,000
Brazil : Caja de Convers NiL 19,000,000| | 19,000,000
Austria ... . -«| 38624,000] 55023,000] 16,399,000
Japan L e 6,864,000 24,192,000 17,328,000
Germany...  ..." .. .| 24,084,000{ 33,052,000 ,968,000
United States : "National Banks! 21,512,000 29,804,000 8,292,000
Italy : Other Banks than Nat.... 4,092,000] 10,308,000 6,216,000
Holland ... 4,877,000| 10,398,000 5,521,000
Belgium ... 2,843,000 8,252,000 5,409,000
Australasia 26,420,000{ 31,820,000 5+400,000
Roumania... 1,592,000 4'756,000 3,164,000
Bank of Enghnd -] 28,541,000 31,356,000 2,815,000
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Practically every, nation, it will be seen, has re-
tained more of the new gold than Great Britain.

40. The situation is now becoming quite clear.
At the present day there is more gold available
and in course of production than at any previous
period in the history of the world. The London
money market, however, relying on its great repu-
tation and upon its tremendous powers for
attracting gold—in times of peace—deliberately
elects to allow practically the whole of the new
supplies to go past it rather than pay the price of
holding a larger stock, believing, no doubt, that
the loss of interest which the maintenance of an
increased reserve would involve might jeopardise
its position as supplier of the cheapest capital in
the world. As all frankly admit, this light-reserve
policy means little or no risk, in fimes of peace.
(indeed, if universal peace could be positively
guaranteed, and’ also the 'due fulfilment of all
monetary obligations—in other words, if the mil-
lennium were anywhere within measurable distance
—gold reserves might be dispensed with altogether.
They are, of course, only the measure of our
advance from conditions of barbarism.) But in the
event of commercial crises or politicdl upheavals
—Ilocal and international—a small gold reserve
means a risk of financial disaster. And as the
world has by no means advanced to.the stage
when commercial criseswand political imbroglios

34
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are qutside the realms of the possible, it behoves
us to maintain a gold reserve more in proportion
to our responsibilities, and to the actual conditions
of commercial and political worlds, than that on
which we are at present relying.

41. There is yet another matter to be con-
sideted, perhaps the most important of all.
Reference has already been made to the fact that
gold is now slowly but steadily depreciating in
value—that prices are everywhere rising. To all
fixed wage earners, and particularly to all workers
on the lowest stages of the mechanism of modern
production (i.e., to over three-quarters of the
population of every nation, India included), this
Joss of purchasing power involves the cruellest
injustices which it ought to be one of the first aims
of Government to remove. The only conceivable
method by which the situation can be ameliorated
is by encouraging in every possible way the
further use of gold both in the arts and for
currency purposes. To economise and check the
use of gold money by promoting the manufacture
of millions after millions of silver coins in India,
as the Secretary of State did for several years in
succession, is simply to swell the volume of metallic
money available in the world, and so to emphasise
the rise in prices which, on every ground—ijustice,
expediency, sound administration—it is Govern-
ment’s first duty to arrest.
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'42. The case has now been completely stated.
It only remains briefly, to recapitulate the grounds
upon which this plea for a gold currency for India
rests. It is assumed that the superiority of gold
over silver as a chief monetary instrument is as
_patent as the superiority of silver over, say,
cowries. ‘What is required is a purchasing instru-
ment whose efficacy is most widely, recognised ; a
measure of value whose stability is as near perfec-
tion as is humanly possible ; a standard of deferred
payments satisfactory both to debtors and
creditors ; and a store of value upon which the
individual agriculturist, manufacturer, or trader
can rely with the same certainty, as the Bank of
England or the Governments of Europe ant
America. Gold answers to these several require-
ments more closely than any other metal.
Moreover, its superiority in appearance and port-
ability is obvious to all. If it be murmured that
the value of, say, the sovereign or the half-
sovereign is high—too high—for an agricultural
population such as forms the great majority of
the peoples of India, the reply is that probably
more individuals in India are in a position to use
gold coins for their requirements than in the United
Kingdom itself. India, with its 315 millions of
people, and a trade—internal and foreign—greater
than that of all the self-governing British colonies
put together, must no longer be put off with a
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second-rate currency manufactured from a
seriously depreciated metal that has long ceased to
satisfy portions of the Empire of not one-quarter
ber wealth, power, and prestige.

43. An open mint is the first step. The part
which such mints play in all modern currency
systems may here be recalled. The general level
of prices is undoubtedly connected (though in
Western nations who employ highly developed
credit machinery the connection is considerably
obscured) with the volume of money in circula-
tion. If prices in .Country A are relatively low,
the outside world—Countries B, C, D, &c.—are
induced to purchase freely of A’s goods. This
involves an inflow of gold into A, the gold being
converted into legal tender money through the
agency of A’s mint. The increased demand and
inflow of money, however, tend to raise prices in
Country A, perhaps so much so, that Countries
B, C, D soon see an advantage in shipping goods
to A for sale in that market. Such transactions
probably result in the balance of trade turning
against A, and an adjustment is made by shipping
bullion or specie from A to some other part of the
world where it can be more profitably employed.
Crudely -stated, this represents the underlying
principles that guide movements of builion and
specie for currency purposes, and that regulate
the adjustment of international price levels. Only
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by means of open mints, it .will be noted, is-it
possible for the public to convert precious metal
into legal tender money. Thus the open mint is the
automatic regulating machinery by which the
world-equilibrium is maintained—an equilibrium of
international price levels on the one hand and of
the volume of the currency to the requirements of
the public on the other.

44. Without this essential mechanism of an open
mint, neither the currencies nor the general levels
of prices of the various countries of the world are
free to adjust themselves rapidly and without
hindrance to public demands. In the absence of
an open mint, all additions to and deductions from
the volume of currency in circulation bhave,
perforce, to be made by some Government depart-
ment. In such circumstances, Government is con-~
stantly’ subjected to pressure from this or that
interest to supply more money or to take money
off the market (and thus indirectly to manipulate
price levels) ; and the result means, not only
friction and delay, but, no matter how con-
scientiously Government may endeavour to carry
out this work, it will inevitably be subjected to
adverse criticism by those who are unable to
understand, or to appreciate, or to accept each
money-making or money-reducing transaction.
The drawbacks of a * State-managed ” currency
are so notorious and so widely recognised that no
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great nation in the world at the present day
attempts to control the volume of currency to be
created or to be withdrawn week by week ; but,
having established open mints for the free coinage
of full legal tender money, the Governments of the
world leave the operation of their mints to the
demands of the public. India is the only great
country in the world (with the exception of China)
the management of whose currency is still left in
the hands of Government officials, an arrangement
to which we can find no parallel since the period
of the Middle Ages.

45. An open mint being established, the next
step would be to define exactly where the Secre-
tary of State’s functions in relation to the Indian
currency should end. India, like every other divi-
sion of the British Empire (and, it may be added,
most foreign nations), is under a yearly obligation
to Great Britain for capital and services supplied.
The sum payable by India may be taken roughly
at £16,000,000 per annum. At a period when
the Indian mints were open to the free coinage of
silver, and when the public were always able to
obtain as many rupees as they required by the
simple process of importing silver and asking the
mint authorities to convert that silver into legal
tender money, it was a convenience for the Secre-
tary of State to procure this £16,000,000 by
selling his drafts on the Indian treasuries at a
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shade below the cost to the public of importing
silver into India. The price that the Secretary of
. State obtained for the rupees that he offered for
sale was governed from day to ty.y by the gold
price of silver in the markets of the world.
Nobody would, of course, pay the Secretary of
State more for a rupee than they -could obtain a
rupee for, by purchasing silver and having the
same converted into a rupee at one of the Indian
mints. These being the conditions, the Secretary
of State wiselg arranged to sell his drafts o the
Indian treasuries by public auction. In this way
he succeeded week by week in obtaining the best
possible price for the rupees that he sold.

46. With the closing of the Indian mints to
the free coinage of silver in 1893, the raison d’étre
of these weekly auctions of Council drafts vanished,
From that year nobody could obtain new rupees,
or, indeed, any rupees at all in large quantities,
except by purchase from the Secretary of State.
The Secretary of State was, in fact, in the position
of a monopolist, able to obtain his own price for
stch rupees as it pleased him to sell. Whether
he made his selling price 1s. 4d., or 1s. 6d., or
even 2s., the public would in the end be com-
pelled to pay the price that he demanded. Yet—
such is the force of habit—the Secretary of State
continues to this day to go through the same busi-
ness of inviting tenders for the rupees that he
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proposes to auction each week ; and, as his sales
save the public the trouble and expense of ship-
ping sovereigns to India (where the coins are the
legal equivalent of Rs. 15), his actions are in-
variably applauded in some quarters, the more
especially as, for the greater part of the year, he
very obligingly—and quite unnecessarily—sells his
rupees at less than the equivalent of what it would
cost the public to place sovereigns in India. Not
only this. Having disposed of the 24 crores of
rupees which the Government of Indig place at his
command and realised the £16,000,000 required
to liquidate the home debt, the Secretary of State
does not stop further sales of Council drafts, but
continues accepting tenders for rupees, week after
week, to an apparently unlimited extent, mostly at
below gold specie point too, till his cash accumu-
lations in London, for which he has no legitimate
use, have lately amounted to a figure that has
everywhere aroused hostile comment.t

47. This anachronism of a State-managed cur-

1Y

* At the last meeting of the Supreme Legislative Council in Simla
(September 18, 1911) the Hon. Mr. Armstrong asked, infer alia, if the
Government would be pleased to state * whether much larger cash
balances are now held in the Home Treasury than formerly, and if so,
to state the reason for this,” Sir Guy Fleetwood Wilson admitted the
impeachment, and gave, t other expl i “the heavy
sales of Council Bills and Telegraphic Transfers in excess of the
requirements of the Home Treasury.” See also the Times of India
of September 28, 1911, and the Pioneer of October §, 1911, which
contain adverse criticisms on the state of affairs now revealed. The
cash balances in the hands of the Secretary of State in London have
arisen from £4,607,206 in March, 1908, to no less than £16,697,245 in
March, 19111
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rency, with its attendant inevitable irregularities,
might now fittingly be brought to an end. The

 adjustment of India’s external debt should be
effected in exactly the same way, as in the case of
Canada or Australia, namely through the agency
of the leading banks, the operation being kept
altogether separate and distinct from the work of
the Indian mints. The inflow or efflux of bullion
and specie into, or out of, India is a matter over
_which neither the Secretary of State nor the
Government ,of India should attempt to exert the
slightest control. The movements should be
spontaneous, the only impulse being the require-
ments of the public arising out of the natural ebb
and flow of the world’s commerce.

48. Canada’s total State debt is £94,132,609,
of which £52,900,902 is payable in London,
The annual interest on the portion of the debt
payable in London amounts to £1,867,370
(March 31, 1910). This interest is paid by the
Bank of Montreal, who are the financial agents of
the Dominion Government in this connection.
Australia’s total State debt amounts to
£251,773,533, of which £189,410,036 is payable
in London. The interest on the London portion
of the debt is approximately £9,000,000 per
annum. How is this £9,000,000 paid? Not by
the High Commissioner of the Commonwealth
putting up the interest to auction in weekly lots,
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and by granting to the highest bidders orders on
the Australian treasuries to pay out sovereigns in
Australia in exchange for sovereigns received by
him in London; but a simple, business-like
arrangement with the London County and West-
minster Bank and with other banks who have head-
quarters and branches in England and Australia,
and who make the necessary payments of interest
twice a year to those entitled to receive the same.

49. Here we see in operation those sound prin-
ciples of monetary science which it is so essential
should be adopted forthwith in the case of India
—mints open to the free coinage of gold ; a gold
currency as well as a gold standard ;'and Govern-
ment entirely disassociated from any attempt at
currency manipulation. There are in the case of
India several powerful and excellently managed
banks between whom the duty of paying
£16,000,000 per annum in London in exchange
for some Rs.24,00,00,000 delivered to them from
the treasuries in India might appropriately be
divided. New Government of India sterling loans
could also—if desired—be floated and disposed of
by the banks, and the interest annually distributed,
all through the same agencies. One very impor-
tant point should be noted. The exact amount
of the annual payment for home charges having
been decided upon and budgeted for, no further
remittances from India to London would be made
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on Government account. The balance of trade in
India’s favour would have to be finally adjusted
in exactly the same way as in the case of every
other country in the world, namely, b); the shipment
of bullion and specie—chiefly gold—to India.

50. In the carrying out of the policy here
advocated, it may be mentioned that the melting
down and disposal of rupees in order to purchase
gold for coinage is not contemplated. The silver
coins of India would remain, as they are at
present, mere tokens, representing, in the case of
the rupee, one-fifteenth part of a sovereign. No
fresh supplies of these tokens would probably be
needed for some years, provided no restrictions
whatever be placed on the free importation and
circulation of gold in India. More particularly
is this result likely to come about if India’s open
mints be equipped for the coining of distinctively
Indian coins, such as the mobur and the pagoda.
The patural inflow of gold in adjustment of the
balance of trade would, in all probability, be quite
sufficient for the building up of the required gold
currency in India.

51. It may be at once admitted that the adoption
of the Indian Currency Committee’s Report would
mean the importation into India of a continuous
stream of gold, possibly at the rate of £500,000 a
week. Moreover, a large portion of this gold

would probably be drawn from London. Nothing
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that the London money market can do, however,
will permanently check the flow of gold eastward.
So long as British administration, British enter-
prise, British example in matters economical, and
a maintenance of the pax Brifannica stimulate the
continued commercial, social, and political develop-~
ment of India, so long will this country require a
larger and larger volume of gold in settlement
of the balance of her huge and ever expanding
oversea trade, and of her constantly growing
demands for everything that is best—for currency
as well as for decorative and ornamental purposes.
The devious methods of the last few years have
but temporarily delayed the inevitable. There now
being no more Gold Standard Reserve, but a small
margin of the Paper Currency Reserve, and prac-
tically no more spare cash in the Indian treasuries
to transfer from India to London, the greatest
money market in the world is at length face to face
with the nightmare that has so long baunted it—a
continuous and ever increasing flow of gold to
India. Doubtless Western financiers will before
long recognise that their fears with regard to this
normal movement of the precious metal to India
are, after all, but a nightmare, and that the reality
is not nearly so fearsome as the imaginative editor
of the Statist and some other monetary experts
would have us to believe.

52. In conclusion we may now summarise the
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many advantages which would follow an immediate
adoption of the Indian Currency Cominittee’s
Report, and of the establishment of a full-value,
legal tender, gold currency in this ‘country. The .
advantages can be appropriately grouped under
three headings : thus—

ADVANTAGES TO INDIA.

1. The opening of the’Indian mints to the
free coinage of gold and the introduction
of a gold currency into everyday use
would give to India a monetary medium
far superior in appearance and port-
ability to silver. Further, such a
medium would exhibit in the highest
possible degree every quality which good
metallic money should possess, and
would at the same time raise India to the
level of the most advanced nations of the
West so far as her currency was con-
cerned.

2. India’s silvef currency would be for ever
placed on an absolutely stable basis with
no possibility of serious depreciation or
sudden ‘collapse, with attendant ruin to
all classes and most grave embarrass-
ments to Government.

'3. India’s financial strength in the eyes of
the world would be immensely increased.
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Capital is one of the prime essentials of
wealth creation. India with a gold cur-
rency would be able to borrow capital
on far more favourable terms than at
present. Moreover, the increased confi-
dence which a gold currency would
create would act as a most powerful
stimulus to every form of economic
development.

ADVANTAGES TO GREAT BRITAIN.

1. The steady and continuous withdrawal of

gold from London to India would force
upon the attention of the peoples of the
United Kingdom the very unsatisfactory,
not to say dangerous, condition of their
own gold reserves—private reserves as
well as State reserves.

2. The strengthening and building up of

those reserves which must assuredly
follow would mean increased commercial
and political strength at headquarters,
and therefore an improvement of the
resources of the whole kingdom.

3. The creation of an immennse stock of gold

in the currency and reserves of India,
whilst adding immensely to India's
strength, would at the same time
mean an addition to the resources of
the Empire as a whole.
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OTHER ADVANTAGES.

1. Allusion has been made to the fact that. -
a phenomenally large' output of gold
from the mines of the world is being
accompanied by a world-wide deprecia-
tion in the value of the precious metal,
that prices are everywhere rising, and
that the fixed wage earning classes, who
constitute a very large proportion of the
population of every nation, are there-
fore enduring disappointments and hard-
ships which, in the case of the poorest of
the poor, are, in fact, cruelties of civilisa-
tion, for which it is the urgent duty of
every Government and every thinking
citizen to attempt to find a remedy.
Though certain Governments have
already taken steps to investigate the
situation, very serious * labour ” troubles
have in the meantime occurred in the
United Kingdom, whilst * dear food ”
riots have broken out in several parts
of Europe. Whilst it would be incorrect
to attribute these terrible upheavals solely
to a depreciating currency, there can be
no question that the position is painfully
aggravated by the shrinkage in the pur-
chasing powers of money that is now in



160.. BRITAIN'S DILEMMA

progress, - The currency policy for India
here “advocated would mean, not only
more- gold in demand for Great Britain,
but a continued withdrawal (and to some
degree, ~consumption) of gold by India.
Such additional demands for gold could
but tend to increase the value of the
metal, and so, perhaps, arrest the rise
in prices now taking place (in India as
well as Europe), to the very great relief
of the whole of the Eastern and Western
worlds.

53. There are, then, the best of reasons—Ilocal,
Imperial, and universal—why the recommenda-
tions made by Sir Henry Fowler’'s Committee
of Experts in ‘1908 should be carried into
practice forthwith. It is for India to take action.



CHAPTER IX
PROGRESS ALREADY MADE

THE material of which the preceding chapter is
composed  was submitted in October, ‘191 1, in
the form of a memorandum, to the Karachi-
Chamber. of Commerce, together with a suggestxon
that if the Chamber concurred in the conclusions
arriveq at, steps should at once be taken for giving
effect to the recommendations of the Indian,Cur-.
rency Committee. It was further suggested that
the procedure for carrying out these ;ecommenda-
tions should, as far as practicable,’ be emhodied
in a legislative enactment. A draft Bill for amend=
ing the Indian Coinage Act was also ‘submitted
(vide Appendix H).

+As a consequence of this reference, the Karachi
Chamber of Commerce addressed all the other:
Indian Chambers of Commerce as follows :(—

“ My Committee have had under considera-
tion a memorandum, prepared by our Chair-
man, reviewing the a(fmlmstratlon of the Indian
currency system during the last twelve years and

12 161
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urging that the recommendations of the Indian
Currency Committee of 1898-9 (which were
accepted by the Secretary of State and Govern-
ment of India) be now carried into effect in
their entirety. °

‘“ My Committee have given the matter their

careful consideration, and they have arrived at

State.

the conclusion that the time has arrived for a
more effective recognition of the recommenda-
tions made by Sir Henry Fowler’s Committee
of 1898-9 for the introduction of a gold
currency as well as gold .standard into India
than has yet been accorded by the Secretary of

‘“ My Committee are of opinion that this end
would best be attained :—

* (1) By opening the Indian mints to the
free coinage of gold.

“* (2) By restricting the annual drawings of
the Secretary of State on the Indian
treasuries to the figure entered in
his annual Budget (approximately
£16,000,000).

“ (3) By restricting the further coinage of
new ‘rupees until the proportion of
gold in the currency was found to

. * . exceed the requirements of the public.

- {4) By encouraging the use of gold coins
in every possible way as recommended
by Sir Henry Fowler’'s Committee.

** Further, my Committee continue to be of
the oginion~an opinion which they conveyed to
the Government of India in December, 1903—
that the larger portion of the Gold Standard
Reserve should, for the present, be retained in
India, in gold.

“In placing the above views before your
Chamber I am instructed to inquire how far
your Committee concur with the same; and

- dlso whether your Chamber would be prepared

to make a joint representation to the Govern-
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ment of India with the object of securing the'
complete acceptance, ' of . the {Indian Currency
Committee’s recommendations.” ’
. The replies from the leading ‘indian‘; Chambers
of Commerce can be summarisgd as under :— *

FROM THE
“ Your

BOMBAY CHAMBER OF COMMERCE.
uestions, aftef submission to the

Finance Sub-Committee, have been considered
in detail by the General Committee, and I am
instructed to reply as follows :— ’

(D)

" (2)

“(3)

My Committee agrke that the Indian
mints should be opened to the free
coinage of gold. As to whether gold
will come freely to the mint is an
open question which time alone will
ow. .

Although my Committee are not quite
unanimous as to this, the suggestion
that the annual drawings of the Secre-
tary of State om the Indian, greasuries
should | ‘be: limited, to the figures
entered’ . in' his vagnual Budget is
generally aPprbved.~ Whether - from
the point of view of the, fimancing of
our trade this’ should* be "vattaineg by
fixed monthly drawings, or by some’
other method, is a matter needing
careful consideration, and before
making ', suck a recommendation  to
Government some practicable scheme
ought to be formulated and generally
approved.

My Committee do not favour this pro-
posal, but according as gold coins
found a place in the circylation the
need for fresh additions to the silver
currency would, automatically, be. re-.
duced.
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““ (4) -To this my Committee agree, but here
again a specific recommendation as to
the steps to be taken should be put

. forward with the prolposal.

“On'the question that the larger portion of
.the Gold Standard Reserve should, for the
present, be retained in India, in gold, there is
some difference of opinion. It is, however,
agreed that no further.addition should be allowed
to the reserve in London, and that future profits
on coinage should be carried to a Gold Standard
Reserve in India. Some portion of the present
reserve should also, it is thought, be held in
actual gold and the amount in whole or in part
be retained in this country to the credit of this
reserve.” .

FROM THE BURMA (RANGOON) CHAMBER OF
COMMERCE.

“ With reference to your letter of the
25th ultimo under the above heading I am
to inform you that the, Committee of the
Chamber will be pleased to~ support a joint
reﬁl.'esentation of the Indian Chambers on the
subject. ) .

J Meafiwhile 1 -should, be much obliged if
you would kindly send me half a dozen copies
of Mr. Wepb’s -memorandum.”

FROM "THE TUTICORII:X CHAMBER OF COMMERCE.
* With reference to your letter No. 580, dated
October 25, 1911, I beg to inform™ you that
this Chamber concurs on the whole with the
views of your Committee and is willing to make
a joint representation to the Government of India

on the subject.”

FROM THE UPPER INDIA CHAMBER OF COMMERCE.

** T am directed to refer to your letter, dated
October 9, 1911, with which you forward a copy
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of a memorandum which has been prepared by
the Honourable Mr,; M. de P. Webb, C.1ILE,,
dealing with the Indian currency question, ire
which certain specifict pecommendations are put
forward for the improvement of the presegt state
of affairs. ‘ . .

“ While the Committee ‘realise that there is
much to be said from the point of view of India’s
interests in support of Mr; Webb’s recommenda-
tions in regard to (@) the ogenin of- the Indian
mints to the free coinage of gold, (b) the con-
trolling of the Secretary of. State’s annual
drawings on the Indian treasuries, and (¢) the
restriction of the coinage of new rupees, they
are unwilling at the present stage to express
a more definite opinion on a subject of such
extreme delicacy and complexity. N

‘*“ They are, however, prepared to support any
representations having for their object :—

*“ 1.. The popularisation of the people’s taste
for gold coins by every possible,

means. .

‘2. The.accéptance of the principle that the
greater Smrtion of the Gold Standard
Reserve” should be. held in India in

.%old. : T M Y
* 3. The invdstment In- gold. as.a part of
the Gold Standazgd .Reserve of the so-
called profits on'silve# coinage.
** My Committee will also go farther and. co-
operate with your Chamber in endeavouring to
secure the submission of your Bill to the verdict
of the Imperial -Legislative Council, with the
special object, apart from the actual provisions
of the Bill, of forcing a discussio.on the whole
currency question, a discussion which they con-
sider would be productive of nothing but good.”

The Punjab (Delhiv) Chamber of Commerce
concurred as to the desirability of opening the
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Bombay Mint to the coinage of sovereighs, but
was disinclined to support the other proposed
reforms, whilst the Bengal and Madras Chambers
declined to stir at all in the matter. The reply
of the Bengal Chamber is worthy of special note.
*“. . . The general feeling in' Calcutta is not
altogether favourable to the establishment of a
gold currency . . . ,” wrote the Committee of the
" Chamber, “. . . and with this feeling they * (the
Committee) ‘“are if sympathy. The present cur-
renicy system is, in their opinion, working smoothly
and satisfactorily, and they, would hesitate tp
recommend that it should be disturbed. . . .”
As summarising the general results of the action
taken by the Karachi Chamber of Commerce in
this connection, and restating in succinct form the
general position of the case as it appears in the
eyes of many of the residents in India, the follow-
ing extract -from the Chairman’s Annual Address
to the Karachi Chamber of Commerce (delivered
in Karachi on March 26; 1912) is appended :—

* And now to another subject—perhaps the
most important to which we can give attention—
the development of the cwrency and the
management of India’s finances. Believing that
India—the greatest, the richest, and the most
powerful dependency of the British Empire—
should be equipped with a currency at least as
good as that of the smallest of .the colonies,
we have continued our efforts to obtain a
practical and whole-hearted acceptance of the
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Indian Currency Committee’s Reg:;;t of 1898.
The Bombay, Burma, Upper India, Tuticorin,
and Punjab Chambers of Commerce have replied
sympathetically to our inquiries, and promised to
join us in taking action. Madras and Bengal—
ominous combination—alone seem satisfied that
India’s currency arrangements have reached per-
fection and that nothing further need be done.
The incoming “Committee. will be carrying on
the course already laid down, so I need: not
here further refer to it. In.the meantime, how-
ever, there are certain other supremely important
matters to which I am anxious to draw your
special attention. % (N
“ 1 was reading the other day aivery éxcellent
little book—* The Meaning of Money,’ by Mr."
Hartley Withers, the City editor of the Times. "
The. book explains the workings of the money
market in London, and will repay study by the
expert as well as by ‘the ‘man in the street.’
In his Chapter VII. Mr. Withers deals with some
of the greatest moneylending concerns of the
City of London. Amongst these great money-
lenders the authdr includes, you may be surprised
to hear, ‘the -Indian Government’s representa-
tives.” Possibly ‘you thought that the functions
of the Secretary rof-State for India were tonfined
to the direction, under the authority of Parlia-
ment, of the general policy and administration of
the Government of India. So many other people
bave thought., :No doubt these are, and ought
to be, his functions. But he has in recent years
Eone far. beyond his functions, and has now
ecome one of the most potent factors in the

London money market, ranking, as Mr. Withers
has announced, amongst the greatest money-
lenders in the City. Well may we ask, in
the words of .old Molitre, ‘ What the devil is
he doing jn that galley?’ That is a question
that ought to be asked in every Chamber of
Commerce in India, and will, I hope, be investi-
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gated by Parliament also. Mind, London is no
small place, and to rank amongst the chief
moneylenders of London is to be, in fact, one
of the chief money-mongers in the world. Is
this what India expects of her Secretary of
State ?

*“ You know, of course, what it all means.
It means that the money merchants of London
carry on the largest business in the world on
the smallest stock of gold, that they are in
consequence in perpetual apprehension lest a
sudden demand for the precious metal should
deplete. their slender stock and so force them
to raise their charges for lending money, and
render them dearer than their competitors. To
prevent this awkward possibility they use every
device dpermissible by law to guard their stock
of gold, even to the extent of intercepting as
far as they can the normal flow of gold to India
in settlement of the balance of trade in India’s
favour and of the demands of the Indian public.
The Secretary of State has been the most pliant
of tools in their hands, abandoning all orthodox
monetary principles, withdrawing from India at
their bidding, not only eight millions sterling
of the metallic support to our paper currency
(a currency, if you please, that circulates and
is redeemable only in India) but also twelve
million sterling of our floating cash balances
from our treasuries and over seventeen
millions sterling from our Gold Standard
Reserve. This ‘explains the Secretary of State's
regutatlon as a great money-dealer. The official
who can manage to handle £35,000,000 of some-
body else’s money is obviously an important factor
in any money market—even in London. But what
are we—the victims—to think of these movements
from India to England of India’s own money?
The whole business is, I submit, most discredit-
able to the India Office. 1 go farther. I say
unhesitatingly and deliberately that were any
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private individual to misapply his employer's
cash as the India Office bave misapplied the
cash balances and monetary reserves of this
country, he would be simﬂh'l courting disgrace
and dismissal—if not something far more serious.

*The situation is doubly dangerous because
not only are the cash reserves of the United
Kingdom admittedly inadequate, but the finances
of Great Britain are now being manipulated in
a way that has seriously impaired the confidence
of large sections of the public. Tampering with
the Sinking Fund and carrying .on the daily
business of government by aid of colossal tempo-
rary borrowings are not methods that commend
themselves to sober financiers. These temporary’
loans- have amounted to as much as thirteen
millions sterling. What a contrast in Govern-
ment financial methods! On the one hand
Mr. Lloyd George with an overdraft of
£13,000,000 from the London money market,
and on the other hand Sir Guy Fleetwood Wilson
with such a plethora of cash In the Indian
treasuries that he is able to spare £12,000,000
or so without any serious embarrassment | But,
I ask, and the question must have suggested
itself to everybody who studies the subject, why
should the people of India be so taxed as to
yield these enormous cash surpluses for transfer
to London, there to be lent, indirectly, of course,
to bolster up the unsound, borrow-as-you-go-
and-never-mind-the-Sinking-Fund finance of Mr.
Lloyd George? If the Government of India’
have any spare cash to lend, there is every
reason why that cash shouid be placed at the
disposal of the public in India, not transferred -
to London and lent out secretly at probably much
lower rates to the London money market.

** Another problem | The world's output of
gold is now; as you know, of such phenomenal
magnitude that gold is everywhere depreciating
——prices are rising—and grave labour troubles are
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thereby encouraged and developed. Can we
call that policy wise. which, amidst such con-
ditions, hinders and prevents the normal flow
of gold to India? et such is the policy to
which the India Office is at present Il;nding a
more than willing band.”

This last problem is the one that we are attempt-
ing to solve.  Let us now gather together the con-
clusions to which our considerations of the subject
have led.



PART 1V

THE DILEMMA SOLVED



CHAPTER X
THE BASIS OF BRITAIN'S STRENGTH

IN considering the financial policy to which the
Secretary of State for India has recently lent
the machinery of his great office, we came to the
conclusion that, quite apart from the morality of—

(1) over-taxing the peoples of India to yield
cash surpluses for transfer to London,

an

(2) exposing our Eastern Dependency to the
risk of monetary dislocation by transfer-
ring practically the whole of its Gold
Standard Reserve to London, there in-
vesting it in securities which would  be
unsaleable in time of war

(both in order to prevent a normal flow of gold
from London to India), the policy itself was par-
ticularly inept and futile, because, however success-
ful it might be femporarily, it was bound to fail
in the long run, as soon as the various cash
reserves and floating balances in the treasuries of
the Government of India (upon which the Secre-

tary of State had been so freely drawing) were
s
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completely exhausted. Having come to the end
of his extraordinary tether, the Secretary of State
would at last be compelled to return to his ordinary
and normal duty of only withdrawing from India
as much as his sterling obligations in England
compelled. In the meantime, sovereigns and gold
would be shipped to India in steadily increasing
quantities, gold coins would slowly but surely
become increasingly popular as current money, and
the rupee currency would gradually sink to its
true and inevitable position of mere tokens—
metallic fractions of the sovereign, or of whatever
gold coin might hereafter be made legal tender in
India.

From the broader aspect of the effect upon the
purchasing power of the sovereign generally, the
India Office’s recent efforts to support the London
money market in engineering further economies of
gold were shortsighted and unsound, because the
preventing of gold going into consumption simply
meant, in effect, the providing of still more metal
upon which to trade and build credits. In other
words, a further depreciation in the value of gold
(i.e., the rise in prices) was directly encouraged
by this policy, and, consequently, the seeds of
more wages disputes, labour friction, strikes, and
economic losses deliberately, though perhaps un-
thinkingly, sown. The specific results of a policy
of gold ecomomy cannot, of course, be exactly
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particularised, but the tendency set up and the
economic and social results to be anticipated at
the present day from such a policy, are certainly
beyond question. '
What, then, should be done? If the checking
of gold exports to India, with the object of avert-
ing a rise in the London discount rate and so
saving Britain’s commerce from an additional
interest charge, be undesirable or unsound, what is
the alternative? The alternative was clearly indi-
cated in our opening chapters. The alternative
"is to encourage an increased demand for gold.
Britain’s industrial and social progress is at the
present day jeopardised by a perpetual friction
between the fixed wage earners, whose real wages
(owing to the general rise in prices) tend steadily
to diminish, and their several employers, whose
real profits (owing to the movement of the market
being, more often than not, upwards) tend steadily
to increase. The underlying explanation of this
disconcerting phenomenon is the present extra-
.ordinary and yearly advancing production of gold.
The remedy is an increased use and consumption
of the precious metal. Minor employments for
more gold were discussed in Chapter I1., but the
principal and most certain relief will be found in
the direct encouragement to the peoples of India
to employ more gold for their currency and for
ornamental purposes. The possibility is before us.
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Its conversion into accomplished fact is but a
matter of determination and—time.

Firstly, the Indian mints should be opened to
the unrestricted coinage of gold—specially dis-
tinctive Indian gold coins, as well as sovereigns,
being freely manufactured at the public request.
Secondly, the anachronism and absurdity of a
Government official putting up for auction a silver
“token coin, of which he holds the entire monopoly,
and for which he is, therefore, able to dictate the
exact price, should be ended forthwith, and the
settlement of India’s home charges arranged for
through the agency of the leading banks, the fotal
sum remitted being rigorously limited to the
amount of the Secretary of State for India’s
annual Budget. The India Office being thus
entirely cut off from its present extraordinary work
of financing private trading concerns at the
Government of India’s expense, the banks and the
public would be compelled to ship gold or
sovereigns to India regularly in settlement of thé
balance of trade in India’s favour ; in exactly the.
same way as all banks, in all parts of the world
and under all circumstances, at present have to
ship bullion and specie to and fro in accordance
with the requirements of trade. If the Govern-
ment of India happened to find themselves in
possession of unusually large cash balances, such
balances should be utilised to foster trade in India
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by being lent out in India to ‘‘approved bor-
rowers ” at such rates of interest and upon such
security as the Government of India might decide.

“The practical upshot of these much-needed
reforms would be to create an increased demand
for gold in India, and, consequently, a regular
withdrawal of perhaps as much as half a million
sterling .a week from London. These withdrawals
would undoubtedly for the first month or two
disturb the f.ondon money market, and necessitate
the taking of special measures to force Europe and
‘America to contribute théir quota of metal to
satisfy the new Eastern demand. In the rearrange-
ment of discount rates consequent upon this regular
withdrawal of gold for India, neither London nor
the United Kingdom would suffer in the long run.
I have remarked in an earlier chapter that the
magnitude of our gold reserves is, in truth, but the
measure of our advance from . conditions of
‘barbarism. So, too, with regard to the price of
credit., This price is determined, not solely by the
-size of our gold reserves, or even by the magnitude
of our immediate material wealth, but alse by our
reputation for honesty, our industry, thrift, and
successful work. If, then, the bankers and mer-
chants of the City of London are able to attract
to them business of a volume amazing in its magni-
tude, and at the same time to operate on terms.
more favourable to the world at large than some

. 13
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of their competitors, the reasons are not wholly
connected with their visible resources. They are
the result of a world-wide reputation for upright-
ness, security, certainty, and strength, on a scale
perhaps unparalleled in any other political, com-
mercial, or financial centre in the world. This
reputation London’s merchants, financiers, and
bankers will,assuredly retain, whether the general
lével of discounts remain in the neighbourhood of
3 or 5 per cent. Certain it is that if thé present
unique position with regard to the world’s output
of gold can only be met by creating conditions
which result in a 5 per cent. bank rate, then Paris,
Berlin, and New York will be cormpellg.d to main-
tain a similar, or even higher, level of discounts.
And in the inevitable readjustment of rates that
must follow, Great Britain will assuredly retain the
same position of pre-eminence that -she holds

to-fiay. . LI .

With a permanent ¥ise in current discount and
interest rates, all ‘vgilt-edged ” securities (and
many others of similar respectability) may be
expected to experience a further fall in values.
But some further fall is inevitable. The stimulus
to enterprise, and the advantageous market condi-
tions which a period of rising prices creates for
producers, transporters, distributors, and financiers
spell increased profits for all those classes. And
with so’ many undertakings bringing in high
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returns, comparatively 'poot yielding Government
stocks and other securities bearing fixed rates -of
interest must sink into yearly, increasing disfavour
amongst those who have spare capital to invest.
In this respect they will, however, but merely share
in the general shrinkage in. the value of money
that must continue to go on so long as the present
phenomenal output of gold shows ¢no. signs of
diminution. . To those who actively employ ‘their
capital ‘in their own business, compensation  Wwill
be received in the additional profits and prosperity
which are ordinarily reaped by capitalist producers
in times of rising prices. To the comparatively
few who'gdepend solely on their* investments in
Government stocks and securities yielding fixed
rates "of interest, serious hardships may have to
be faced, In this respect the monied minority (in-.
cluding no ‘doubt many of the * idle *—and useless
~4ich) will not be sée badly placed as .the*
strugglmg millions whose daﬂy bread depends upon
the success thh which they can win a fixed wage
r—of steadxly dxmmlshmg purchasing power. A
xemedy which would sacrifice the welfare of these
millions in order to shield 4 few of the compara-
tively well-to-do classes ean hardly be considered
humane or sound. Nor is it likely to ‘command
political support when its true Bearings are widely
understood. On the other hand, we have the
policy which 1t is the object of the present work
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to advocate—a policy of saving the many strenuous
workers at the expense, possibly, of some few of a
small class of non-working interest-receivers, a
class more able—as a whole—than any other to
withstand the difficulties created by the present
dwindling in the value of the sovereign.

Here, then, it is submitted, is the only rational
solution of the great dilemma with which Britain is
now face to face. That it is one that will
meet with universal approval jt would be absurd
to imagine. That it presents in the long run less
disadvantages to the nation as a whole than any
other policy yet proposed T submit is unquestion-
able. For the gold is with us, and more gold is
appearing -every year. .We cannot sit still and
ignore this fact. Or, if we do, we cannot expect
to-escape the certain consequences of our ignorance
or neglect. .

* ' ox T = - "

In the meanwhile, and until such time as we may
decide to attempt concerted action on an Imperial
scale, orf rolls the flood in gathering volume,
slowly creeping over the civilised world, quietly
obliterating effort after effort, and threatening in
the end to undermine the very foundations of our
social and political existence. During the next
ten years a thousand millions sterling or more of
glittering gold will be added to the.volume of metal
already unearthed, and in the following decade
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another thousand millions, and so on. The watery
deluge of biblical record was a swift and merciful
punishment for erring mankind compared to the
prolonged anguish which a wide realisation of the
meaning of this golden flood must bring. T the
rich minority, far removed from the forefront of
life’s battle, the loss of substantial portions of
their accumulated wealth, consequent upon the
shrinkage in the value of money, is not a pleasant
prospect. To the poor majority (including those
thirteen millions of our home populatiod who are
always on the verge of stirvation) a continuation
of the rise in prices now in progress will mean, not
- merely the stéreotyping of the unsatisfactory con-
ditions amidst which they are at present living,
but an increase .in the severity of their struggle for
existence that can only result in the untxmely down-
fall of large numbers of the more unfortunate.
And’ whilst this situation is sloyly developing,
the ﬁrstfruxts of the fall in gold are already being
reaped The speculatot, the financler, the banker,
e transporter, the merchant, the employer of
labour,'- and even the labourer himself. are all
delighted -at the improvement in trade. An
inflation of prices invariably stimulates industry
“—at’first ; and increased industry with increased
trade spell increased profits and increased money
for all—depreciated money, it is true; but- who.
notices the shrinkage in the valge of the counters
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when their numbers show such gratifying increases !
A fool's paradise is a delightful place to live in—
for the fools, but the awakening comes at last,
with its disillusion, its disappointment, its despair.
And in the case of our shrunken sovereign the
awakening may be indeed bitter. Then the multi-
_tude of fixed wage earners will realise that all their
past efforts to improve their condition have been
in vain. Then the unreasoning masses will turn
upon the already depleted classes with greater
vindictiveness than ever. Strikes upon strikes,
over-speculation, panics, and financial crises—these .
will be the symptoms, and should the deluge con-
tinue unchecked, the forces which make for
cohesion and order in the State must be seriously
dissipated, till, at length, our whole Western
civilisation may be in danger of a lapse from which
it may take centuries to recover.- ,
With some knowledge of what may conceivably
overtake us, is it too much to hope that science
and patriotism Wwill combine to meet the situation?
We do not drain and improve our-lands by
declining to recognise the excess of water lodged
" thereon, but by constructing channels to carry off
the surplus moisture. So, too, we cannot expect to
maintain our economic and social health by shut-
ting our eyes to the unprecedented flood of gold
that is now affecting us, but by creating channels
and reservoirs whereby the deluge can be diverted
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£

and stored for the subsequent use and benefit of
mankind as a whole. Such reservoirs and channels
are possible in the shape of gold reserves—political
and commeércial—in the United Kingdom and other
parts of the Empire, and increased facilities and "
opportunities for encouraging the flow of gold to
India and the East. Other tropical dependencies”
than India might also be'introduced to ‘the benefits’
of the British sovereign, should the offtake by India
prove insufficient to keep the flood down. Here
is the solution of the problem. It is ‘for Great
Britain to apply it.r

* Vide also The Century Deluge ” in the Ninelzenth Century and
Affer for December 1912.
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APPENDIX A
INDIAN CURRENCY COMMITTEE'S ‘RP&POi!T, 1899,

The following extracts from the Indian Currency
Committee’s Report of 1899 (the * Fowler Com-
mittee **) give a summary of the history of India’s
monetary arrangements up to 1898.

* % * * *

4. At the beginning of. the present century no
uniform measure of value existed in British India.
Some parts of India“ (¢.g., Madras) maintained a
gold standard and currency; elsewhere, as in
Bengal, a silver standard obtained, with gold coins
in current circulation ; throughout India the coins,
whether of gold or silver, differed in denomination
and differed in intrinsic value even within the same
district. Out of this confusion arose the dernand
for a uniform coinage, a demand to which the Court
of Directors of the East India Company gave their
approbation in the important dispatesh on Indian
currency addressed by them to the' Governments
+of Bengal and Madras on April 25, 1806. It is
important to observe that the Directors, while * fully»
satisfied of the propriety of the silver rupee being
the principal measure of value and the money of
account,” by no means desired to drive gold out
of circulation. ‘‘ It is not by any means our wish,”
they said, ‘‘to introduce a silver currency to the
exclusion of the gold, where the latter is the general
measure of value,”” any more than to force a gold
coin where silver is the general measure of value.”
Nevertheless, the firstfruits of the policy of 1806

87 .
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were seen in the substitution, in 1818, of the silver
rupee for the gold pagoda as the standard coin of
the Madras Presidency, where gold coins had
hitherto been the principal currency and money of
account. In 1835, when the present silver rupee
was formally established as the standard coin of
the whole of British India, it was enacted that
‘““no gold coin shall henceforward be a legal tender
of payment in any of the territories of the East
India Com; A

5. But, though gold had ceased to be a legal
tender in India as between private individuals, the
coining of gold mohurs (or ** 15- CFee pieces ")
was authorised by the Act of 1835, and a Proclama-
tion of January 13, 1841, authorised officers in
charge of public treasuries ** freely to receive these
coins at the rates until further orders respectively
denoted by the denomination of the pieces.”
the gold mohur and the silver rupee were of identical
weight and fineness, thi§ Proclamation represented
a ratio of 15 to I between gold and silver. In
1852 it was held by the Directors of the East
India Company, on representations from the Gov-
ernment of India, that the effect of the Proclamation
‘‘has been, and is likely to be still more, embar-
rassing ”’ to the Government of India. ‘‘The ex-
tensive discoveries of gold in Australia having had
the effect of diminishing its value relatively to silver,
holders of gold coin have naturally availed them-
selves of the opportunity of obtaining, at the Gov-
ernment treasuries a larger price in silver than they
could obtain in the market.” Consequently, on
December 25, 1852, there was issued a notification
withdrawing the above provision of 1841, and de-
claring that, on and after January 1, 1853, ‘“no
gold coin will be received on account of payments
due, or in any way to be made to the Government
in any public treasury within the territories of the
East India Company.”

6. In 1864 the Bombay Association (represent-
ing the native mercantile community of Bombay)
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and the Chambers of Commerce of Bengal, Bombay,
. and Madras having memorialised the Government of
India for a gold currency, the Government pro-
posed * that sovereigns and half-sovereigns, accord~
ing to the British and Australian standard, coined at
any properly authorised Royal Mint in England,
Australia, or India, should be made legal tender
throughout the British Dominions in India at the
rate of one sovereign for Rs.10; and that the
Government currency notes should be exchangeable
either for rupees or for sovereigns at the rate of
a sovereign for Rs.ro, but they should not be
exchangeable for bullion.” The Imperial Govern-
ment, while unwilling to make the sovereign a legal
tender, saw *‘no objection to reverting to a state
of matters which prevailed in India for many years,
namely, that gold coin“should be received into the
public treasuries,” af a rate to be fixed by Govern-
ment, and publicly announced by Proclamation.” It
was considered that this experimental measure ** will,
as far as it goes, facilitate the use of the sovereign
and half-sovereign in all .parts of India; it will
pave the way for the use of a gold coinage in
whatever shape it may ultimately be found advis-
able to introduce it; and at the same time, it
establishes a preference in favour of the sovereign.”
Accordingly, on November 23, 1864, a Notification
was issued that sovereigns and half-sovereigns
should, until further notice, be received as equiva-
lent to Rs.10 and Rs.5 respectively, in payment
of sums due to Government. In the following -
March the Directors of the Bank of Bengal urged
that, “ in view of the continued influx of sovereigns,”
the time had come when British gold might, ** with
safety and advantage, be declared legal tender at
the respective rates of ten and five rupees,” and
the Government of India again pressed their original
proposal on the Imperial Government. The Secre-
tary of State replied on May 17, 1865, that the
time did not appear to have arrived for taking
any further step, nor did he see that any practical
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advanta%e would attend the proposal to admit British

gold to Iegal tender in India. 8n October 28, 1868,

the Government of India raised the rate for the

receipt of sovereigns and half-sovereigns at the
public treasuries from Rs.10 and Rs.§5 to Rs.10}

and Rs.54 respectively, )

-7. In 1876, after the rupee had temporarily fallen
in exchange to 183d., the %engal Chamber of Com-
merce and the Calcutta Trades Association urged
the temporary suspension of the compulsory coinage’
of silver by the Indian mints. The Government of
India decided that * up to the present there is no
sufficient ground for interfering with the standard
of value.” - :

8. In 1878, however, the’ Government of India
expressed a different opinion, being *led to the
general conclusion that it will be practicable, without
present injury to the community as a  whole, or

- risk of future difficulties, to adops a' gold standard
while retaining the present silver currency of India,
and that we may thereby m-the future fully protect
ourselves from the very. real and serious gers
impending over us so long as the present system is
maintained.” Aiming at the eventual adoption of
the British standard, and thé extension to India of
the use of British gold coins, the Government pro-
gosed to proceed at the outset as follows: ‘“We

rst take power to receive British or British-Indian
gold coin In payment for any demands of the Govern-
ment, at rates to be fixed from time to time by the
Government, till the exchange ” Sabout 1s. 7d. in
1878) * has settled itself sufficiently to enable us to
fix the rupee value in relation to the pound sterling
permanently at 2s. Simultaneously with this the
seigniorage on the coinage of silver would be raised
to such a rate as would virtually make the ocost
of a rupee~to persons importing bullion—equal in
amount to the value given to the rupee in com-
parison with the gold coins above spoken of. We
should thus obtain a self-acting system under which
silver would be admitted for coinage at the fixed
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gold rate as the wants of the country required ;
while a certain limited scope would be given for
the introduction and use of gold coin, so far as it
was found convenient or profitable.” The above
- proposals of 1878 were referred to a Departmental
Committee, who, on April 30, 1879, briefly reported
that they were “ unanimously of opinion that they
cannot recommend them for the sanction of her
. Majesty's Government.” A discussion of some of
the reasons which appear to bave influenced the
Committee of 1879 in urging .the rejection of
the proposals referred to them will be found in
the evidence given before us by Sir Robert Giffen,
who was a member of that Committee (see Questions
10,02%-48). s, .
9. Between 1878 and 1892 ’the:continued fall in -
the goid price of silver:caused repeated embarrass-
ment to the Government of Jndia ; but the main
object of such: attempts as were made by that
Government to /deal" with the subject during the
period in- question’ was mot to effect a change of
standard in India, bt to facilitate an international
agreement which might ‘cause a rise in the gold
price of silver, and thus diminish the inconvenience
resulting from the retention of a silver standard in
India. ¢
10. In 1881 Indian delegates were sent to the
Monetary Conference atr Paris, with instructions that
* while the Secretary of State in Council is un-
willing to encourage an expectation of any material
change at present in the monetary policy of India,
he would be ready to consider any measures calcu+
lated to promote the re-establishment of the value
of silver.” In 1886, shortly before the appoint-
ment of the Royal Commission on Gold and Silver,
the Government of India expressed the opinion that
“ the interests of British India imperatively demand
that a determined effort should be made to settle
the silver question by international agreement” ;
and in 1892 Indian representatives were sent to the
International Monetary Conference at Brussels, which
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was convened for the consideration of measures for
the increased use of silver as currency.

11. In 1892, inasmuch as it was foreseen that
the International Conference might fail to secure
the objects for which it was to be called together, the
idea of changing the standard of value in India
from silver to gold had been once more brought
into prominence by the action of the representatives
of the mercantile community of Calcutta. On
February 18, 1892, when the International Con-
ference was in prospect, the Bengal Chamber of
Commerce represented that it was * impossible for
men of business to feel any confidence in the future
value of the rupee,” and they believe that such a
state of things restricts the investment "of capital
in this country and seriously hampers legitimate
enterprise.”  If success could not be secured by
international agreement, ‘the Chamber saw nothing
““but the prospect of endless .fluctuations in the
relative values of silver and gold, attended with a
fall in the value of silver of indefinite amount ; and
the Committee [of the Chamber of Commerce] think
that in such case the Government of India should
take steps to have the question of the advisability
of introducing a gold standard into India carefully
and seriously considered by competent authorities.”
In their dispatch of March 23, 1892, the Govern-

" ment of Imfia, while urging the Secretary of State
“to lend his “ sup%)rt to any proposals that might
be ‘made by the United States of America, or by
any other country, for the settlement of the silver
question by international agreement,” called atten-
tion to the probability that, failing an international
agreement, the United States would be forced to
stop the purchase and coinage of silver, and they
requested the Imperial Government, in view of this
contingency, to take forthwith into consideration
whether any, and, if so, what, measures could be
adopted for the protection of Indian interests. On
June 21, 1892, the Government of India proceeded
to record their ‘ deliberate opinion that, if it
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becomes evident that the direct agreement between
India and the United States is found to be unattain-
able, the Government of India should at once close
its mints to the free coinage of silver and make
arrangements for the introduction of a gold
standard.” In' a telegram of Januvary 22, 1893,
the Government of India further explained their
p;:ﬁosals as follows: * Qur proposal is that we
s| take power to issue a notification declaring
that English gold coins shall be legal tender in
India at a rate of not less than 13} rupees for one
sovereign [i.e., 18d. per rupee]. An interval of
time, of which the length :cannot be determined
beforehand, should, we think, elapse between the
mints being closed and any attempt being made
to coin gold in India. The power to admit
sovereigns as legal tender might be of use as a
measure ad inferim, but it meed not be put into force
except in case of necessity”.®

12. The proposals ‘of the Government of India
were referred on.October, 21,,'1892, by the Earb
of Kimberley, the Secretary of State for India, to
a Committee, consisting of the late Lord Herschell,
Lords Farrer and Welby, Mr. Leonard Courtney,
Sir Arthur .Godley, Lieut.-General Sir Richard:
Strachey, and the late Mr. Bertram Currie; and
on May 31, 1893 (the Brussels Conference
having meanwhile adjourned without arriving
at any agreement), the Committee reported as
follows :—

* While conscious of the gravity of the sugges-
tion, we cannot, in view of the serious evils with
which the Government of India may at any time
be confronted if matters are left as-they are, advise
your lordship to overrule the proposals for the
closing of the mints and the adoption of a gold
standard which that Government, with their responsi-
bility and deep interest in the success of the
measures suggested have submitted to you.

“ But we consider that the following modifica-~
tions of these proposals are advisable : The closing

14
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of the mints against the free coinage of silver should
be accompanied by an announcement that, though
closed to the public, they will be used by Govern-
ment for the coinage of rupees in exchange fon
gold-at a ratio to be then fixed, say, 1s. 4d. per
rupee ; and that at the Government treasuries gold
will be received in satisfaction of public dues at
the same ratio.”™

* * * * *

13. The Committee’s recommendations having
been approved by the Imperial and Indian Govern-
ments, there was passed, on June 26, 1893, the
Act, No. VIII. of 1893, “to amend the Indian
Coinage Act, 1870, and the Indian Paper Currency
Act, 1882.” This Act provided for the closin
of the Indian mints to the *‘ free coinage ' of bot
gold and silver—Government retaining the power
to coin silver rupees on its own account. By
Notifications (Nos.” 2662-4) of June 26, 1893,
arrgngements were made (1) for the receipt of
gold "at the Indian mints in exchange for rupees
at a rate of 16d. per rupee; (2) for the receipt
of sovereigns and half-sovereigns in payment of
sums due to the Government at the rate of Rs.I5
-for a sovereign ; and (3) for the issue of currency
notes to the Comptroller-General in exchange either
for British gold at the above rates or for gold bullion
at a2 corresponding rate.

14. In 1897 the Secretary of State for India
.referred to the Government of India the question
whether, if the mints of France and the United States
of America were opened to the free coinage of silver
as well as gold at a ratio of 15} to 1, the Govern-
ment of India would undertake to reopen concur-
rently the Indian mints to the free coinage of silver
and to repeal the above Notifications of 1893. In
reply, the Government of India expressed their
** unanimous and decided opinion ™ that it would be
‘ most unwise to reopen the mints as part of the
proposed arrangements, especially at a time when
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we are to all appearance ‘approaching the attain-
ment of slabilitypin exchange by the operation of
our ‘own isolated and independent action.” This
conclusion was endorsed by the Secretary of State
for India in Council and by the Imperial
Government.

r5. In January, 1898, “in order to afford a
‘means of relief to the severe stringency ” then pre-
vailing. in the Indian money markets, an Act was
passed (No. II. of 1898) empowering the Govern-
ment of .India to direct, by Order notified in the
Gazette of India, the issue of Currency Notes in
India on the security of gold received in England
by the Secretary of State at the rate and subject to
the conditions to be fixed by such Order. Under
.this Act,” which was to remain in force for six
“months, a notification was puyblished by the Govern-
ment of India on January 21, 1898, announcing
that notes' would be issued, in .exchange for' gold
held l;y the GSeeretary of Statet._ for India, at the
rate of one Government ruj or. 7°53344 gtdins
of fine gold, with the addition' of 5s3uc11 further
?uamity of fine gold as the Secretary of State should
rom time to time determine to be * sufficient to
cover all costs and charges incidental to the trans-
mission of gold to India.” Under this notification”
the Secretary of State in Council gave notice of
his readiness * to- sell, until further notice,
telegraphic transfers on Calcutta, Madras, and
Bombay, at a rate not exceeding 1s. 4%d. for the
rupee.” This Act was extended for a further period
of two years by the amending Act, No. VIII, of
1898. No gold has been .tendered under the
provisions of these Acts.’

16. It will thus be observed that at the present
time gold is not a legal tender in India, though
the Government will receive it in the payment of
public dues ; that the rupe¢ remains gy law the
only coin in which other than small payments can
be made ; that there is no legal relation between
rupees and gold ; but that the Indian Government
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has declared (until further notice) a rate at which
rupees can be purchased for gold coin or bullion—
such rate serving to determine the maximum limit
to which the sterling exchange can rise under present
arrangements.

* * * * *
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FIFTEEN YEARS OF CURRENCY MANAGEMENT
: (x893~1908)

The following articles were contributed to the
Times of India, and are reproduced by kind
permission of the Editor :—

For over fifteen years the Secretary of State for
India has been working at the Indian currency with
the object of establishing a gold monetary standard
for India, ‘with, if possible, ‘a gold currency.
Although the relative values ‘of the rupee and the
sovereign have been artificially fixed at a compara-
tively stationary point (thus proving - that local
legislation can achieve what many people imagined
international legislation to be unable to accomplish),
this result has been brought about with such frequent
aberrations from business methods, and such a
singular disregard of the principles upon which
sound monetary developments should be based, as -
to give rise to the suspicion that the monetary re-
quirements of this country are not receiving the
consideration that their importance demands, and
that the manipulation of tﬁe Indian currenty is,
in certain respects, being conducted mainly for the
benefit of a section of the London 'money market
rather than in the interests of the peoples and trading
communities—Indian as well as European—of this,
the chief dependency of the Empire. Such
suspicions are most damaging to the credit of
Government. They tend, moreover, to undermine
that confidence in the Indian currency system which

197
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is one of its main supports. In the circumstances,
a brief review of the whole situation is certainly
called for. Perhaps by carefully considering the
principles upon which every monetary system ought
to be based, and by recalling the extent to which
the Government of India have departed from those
principles, it may be possible to put an end to the
present period of eccentricity and uncertainty in the
management of the Indian currency.

I

Let us commence, then, with first principles.
Good money should serve four main ends. t
should be an effective purchasing instrument. It
should be an accurate measuring instrument ({.e.,
it should be able to measure and determine values).
It should serve as a reliable store of value. And
it should act as a certain stimulus to industry. With
the exception of the last function (which was first
sEeciﬁca ly emphasised in my * Great Power ** nearly
thirteen years ago), the other attributes of good
money have been universally recognised from the
time of Aristotle onwards. Gold and silver have
ever been the most popular forms of money because,
with little or no assistance from kings or govern-
ments, they have been in universal demand. The
ﬂossessor of gold or silver could always obtain what
e wanted in exchange for it. From time imme-
morial the precious metals have served as stores of
wealth and as convenient means in which to express
the relative values of other commodities. By the
o?eration of cutting gold or silver into small pieces
of convenient size and stamping thereon (under the
king’s seal or effigy) the weight of each square
or disc the puyblic were saved the trouble of testing
the quality and weight of the gold or silver for
which they exchanged their other goods. Thus
came into existence the various currencies of the
world. With the growth of the machinery of
government appeared legislation defining the various
currencies and enforcing their acceptance. Currency
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manufacture ‘was for many centuries a royal pre-
rogative. And, it must be added, the various
‘ royalties " of the Middle Ages did not hesitate
to perpetrate every form of monetary dishonesty
upon their ignorant and helpless citizens. Tin,
copper, lead, and even leather was impressed as
money. The money was valued at the ruler’s will,
and with little reference to values in neighbouring
States. Coins were degraded and debased, issued
secretly, or withdrawn, as the rulers pleased. The
rating of the various forms of money one to another
was - constantly changed. The utmost confusion
reigned and the greatest discontent prevailed every-
where. By degrees the universal dishonesty of the
g:ople’s rulers resulted in the development we now

ve in use with ys—viz., an open or free State
mint at which either gold or silver could be tested,
weighed, and converted into money af the request
of the public. Imperfect as this system is, it is the
best means which practical statesmen have yet
devised to ensure a liberal supply of good money
and at the same time protect the public against
the machinations of dislpmonest rulers and corrupt
governments.

It is desirable that the great defect of the open
mint system should be clearly understood. One of
the main functions- of money is, as we have seen
above, to measure values. Now, the measuring’
function of money largely depends, not upon the
nature, quality, weight, value, or official stamp* on
any particular coin (be that coin a standard, legal-
tender coin, or any other) but upon the number of
coins that may be in circulation at any given time.
If, to assume an extreme case, the amount of rupees
in every person’s possession in India could be .
suddenly doubled in one night, it is certain that
the value of those rupees. would not be the same
on the following momming. The sudden addition
to the currency would have the effect of lowering
its purchasing power: in ‘other words, it would
raise the general level of prices, The value of the
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rupee would be less than before, and its measuring
function correspondingly distorted, the shrinkage in
the public measure of value would involve grave
hardship and injustice upon every person in receipt
of a fixed wage, because this wage would not pur~
chase much more than one-half of what it did
before. Relations between debtors and creditors
would have been arbitrarily changed, to the serious
loss of the latter. Every outstanding public and
private transaction would assume a new relation, and
not an individual of the 300 millions of this
continent would escape the. consequences of the
change, though possibly not one in a million~could
exactly explain its cause. By establishing an ‘open
mint free to the public for the manufacture of gold -
or silver money the State is exposing the public
measure of value to the hazardg of the mining;
industry, of the world’s demands for gold and silver
for artistic and political purposes, and of the
currency legislation of foreign countries working
solely for the benefit of their own populations.
These hazards may involve a vast addition or a vast
diminution in the available current supplies of gold
or of silver and a corresponding expansion or diminu-
tion of the State’s public measure of value. No
civilised Government would tolerate such possibili~
ties with regard to its public standards of weight,
length, or capacity, and it is very strange that so
little attention is given to the maintenance of
staibility with regard to our standard measure of
value.

The only alternative to the open mint system
of money manufacture is that of Government control.
As the measuring function of money depends in the
last instance upon the number of coins in circula-
tion, Government could abolish its * free ' mints
and only manufacture such money as might be
required from time to time * for the public service ”
(vide Clause g of the Coinage Act of 1870, 33 Vict,,
chap. 10). In this way the number of coins in
circulation might be so regulated as to maintain the
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measuring function. of money as nearly stable as
possible.” The experiences of the past, however,
combined with the very great difficulty of carrying
out such a delicate duty to the satisfaction of the
public,- has made the British all the world over
extremely averse to any form of State management
in connection with the volume of the currency.
Rather than risk a repetition of the very grave evils
of maladministration, English people prefer to face
the open free-mint system, notwithstanding its
serious defect, merely defining by legislative enact-
ment the material, quality, and weight of their chief
coing, and leaving the volume of their manufacture
to the discretion of the general public, who are able
to have’ their precious metal assayed, coined, and
returned to them free of charge.

The question as to which precious metal is the
more suitable for currency purposes has been a:
source of much trouble in the past. Both metals
have been used simultaneously almost from the dawn
of history. The constant changing of the legal
ratio of silver money to gold money by the monarchs
of the Middle Ages (generally with the object of
attracting the more precious metal) caused con-
tinuous ebbs and flows, now of this metal, now of
that, at one time into Kingdom A, at a Tater into
Kingdom B, and so on. Not until the appearance
of Lord Liverpool’s celebrated * Treatise on the
Coins of the Realm ” was a method of overcoming
this difficulty decided upon. Lord Liverpool's
suggestion was that England in future should use
only gold money as legal tender to an unlimited
amount, and that. silver coins should ‘thenceforth
serve simply as tokens representing fractions of
the gold coins. By giving these tokens a monetary
value somewhat above their current value as silver all
risk of their being melted down and exported would
be avoided. This novel idea was put into practice
in 1816, and is the basis of Great Britain’s currency
system at the present day. Its success attracted
universal attention, Portugal followed suit in 1854,
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Germany in 1871-3. About the same time Holland,
Belgium, Sweden, Norway, Denmark, and the United
States of America also discarded silver and estab-
lished their currency systems on a gold basis.
Although France, Italy, Switzerland, and Greece
were not at the moment prepared to admit the
soundness of the anti-silver currency legislation, they
deemed it expedient in self-defence to do as their
neighbours had done, and they accordingly closed
their mints to the white metal in 1878.

The result of this extensive demonetisation of
silver was an extraordinary divergence in the relative
values of the two metals. .To the peoples of the
West silver appeared to be losing value every year.
To those living in the East and other silver-using
portions of the earth gold, on the contrary, seemed
to be steadily rising in value. This latter was in
truth the case. It was gold which, owing to the
greatly increased demands for it for monetary and
other purposes, steadily appreciated, not only in
relation to silver but to all other commodities. The
great financial interests of London, however, reso-
lutely shut their eyes to the true bearings of the
situation, and, ignoring the fact that the British
Empire was more interested in the welfare of silver
than any other nation (having larger dealings with
silver-using peoples than any other country, and
being itself one of the largest producers and con-
sumers of the white metal in the world), flatly de-
clined to countenance any international arrangement
whereby silver might be re-installed as a full-tender
monetary instrument. The result of this lamentably
short-sighted policy was to force the Government
of India, against its own convictions, to ‘enter upon
a currency policy everywhere opposed by dis-
interested witnesses, condemned by economists, and
three times rejected by previous British Govern-
ments. This policy "was simply to artificially
enhance the value of the rupee by restricting its
manufacture. In this way it was hoped infer alia
that the sixteen millions of sovereigns which the
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Government of India had to purchase annually in
order to meet their. home liabilities might be pro-
cured at a less cost in rupees than was then possible.
Of course by. creating a partial rupee famine it was
g;actimlly certain that the value of the coin could

increased. At the same time, the increase would
involve, not only (1) an artificial augmentation in
the power of the public instrument of purchase, but
also (2) an artil?cia.l distortion in the measuring
function of the public measure of value, (3) a
similar distortion of the public store or reserve of
value : in short, a wholesale violation of the funda-
mental principles upon which all modern monetary
systems are based. Little wonder that the closing
of the Indian mints to the free coinage of silver
raised such a storm of protest. However, the new
policy having been decided upon, the voice of
criticism was temporarily hushed. It was well
known that this last blow. to rational currency reform
was in reality delivered, not by the officials
responsible for the Government of India but by the
financial magnates ({.¢.; gold moneylenders) of the
City of London. It was felt to be hopeless to protest
further against a line of policy which had com-
manded such powerful support, and the new develop-
ment in the history of the rupee was watched with
considerable anxiety. Let us recall how Govern-
ment has dealt with this currency monster with
which it found itself handicapped.

* * * * *

II.

A

The policy initiated by the closing of the Indian
mints to the free coinage of silver was based simply
on the law of supply and demand. If supplies be
greater than demand, prices fall ; if demand be
greater than can be satisfied by current supplies,
then prices rise., The annual returns of the over-
sea trade of the continent of India showed quite
clearly that there was every probability of exports
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€xceeding imports, and consequently ever_ty likeli~
hood of a steady demand for rupees to pay for those
excess exports. As the Secretary of State was the
only official source from which rupees could be pro-
cured, obviously it was only a matter of time for
him to be able to command his own price for his
rupees. We write * official source ™ because from
time immemorial the people of India have been in
the habit of importing the precious metals. By
continuing to import silver and gold it was still
possible to procure rupees from the reserves of the
public. One of the objects of the new currency
policy being to introduce a gold standard with, if
possible, a gold currency, there seemed no reason
to interfere with the inflow of gold into India,
although to a small extent it might check the Secre-
tary of State’s policy of so restricting the su}gﬁ!‘y
of rupees as to enable him to raise their value. e
case of silver, however, was quite different. The
peoples of India were extensive users of silver for
ornamental purposes, and they were accustomed to
“procure their silver largely by melting down rupees.
If 'the inflow of silver were checked, the people
would continue to melt down rupees as before to
satisfy their wants, and that scarcity of rupees—
that state of the market where the demand was
greater than the supply—that condition, in short,
upon which the Secretary of State depended for the
success of the new currency policy, would be
brought about with the utmost possible expedition.
Obviously, from the point of view of Government
-manipulating the market for rupees by restricting
their supply, some check ought to have been placed
on the inflow of silver—the metal which (in the
eyes of the Secretary of State and his advisers) was
the root cause of all the currency trouble.

But there was another and more cogent reason
why the (practically) free inflow of the white metal
should be checked. We have said that the new
Indian currency licy violated the fundamental
principles upon which all good monetary systems
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are based, in that it deliberately engineered a dis-
tortion of the public measure of value and of the
public store or reserve of value. It might be
thought that those responsible for the management
of the new currency system would endeavour as
far as possible to mitigate the admitted evils of
that system. It was well known that the peoples
of India were in the habit of hoarding silver, and -
that as long as any ome could remember every
tola of silver so hoarded was the equivalent of
one rupee. To artificially raise the value of the
rupee without at the same time similarly raising
the value of the stores of silver within the country
would be simply to deprive the masses of the people
of a portion of their reserves—it would be, in short,
a return to the practices and the morals of the
Middle Ages. Moreover, to permit the ignorant
millions to replace such coined rupees as they held
in store by reserves of a metal that Government
were themselves demonetising (.., depriving of a
portion of its storing or reserve value) would bey.
simply to aggravate the evil. Obviously, maral
principle (to make no mention of political expe-
diency), as well as ordinary business precaution,
demanded that the inflow of silver, after the closing
of the mints, shpuld receive special treatment.
Amazing as it may seem, nothing was done.
Government not only allowed tons of silver to flow
in unchecked, but they themselves actually pro-
ceeded to coin a lot of this silver, thus swelling
the supplies of the rupees upon the restriction of
which ~the success of the new currency policy
depended !

0o inaugurate the new curréncy system in such
an extraordinary manner could hardly be described
as happy management. Strangely enough, this
curious sacrifice of business methods and monetary
‘principles has exhibited itself again and again. The
ordinary man of affairs - would imagine that - if
Governmenty wanted to raise the-gold value of the
rupee to Is. 4d. the first thing to do would be-
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.to say o, to issue an official notification stating t!
fact, intimating that the Secretary of State’s pri
for rupees was 1s. 4d. each, and that no rupe
would be sold at less than this price. Not a |
of it | After many months of uncertainty, Gover
ment cut its own throat by solemnly announcir
that it was not holding for any minimum, but
that it would consider all offers for rupees “ on
their merits ” | Of course, this amazing announce-
ment created the utmost consternation in all quarters,
and the gold price of the rupee quickly fell by
nearly 20 per cent. Astounding as it seems to
every man of business, the Secretary of State has
never to this day said : * The object of the present
currency management . is to keep the rupee at 1s. 4d.
1 hold a monopoly of the manufacture of rupees
and I shall not sell at artything less than 1s. 4d.”
In the absence of any such a definite statement of
policy, the public never know what the Secretary
of State may do next. He quite unnecessarily let
the rupee down to 1s. 3{3d. In 1907, and he may
do so again. Such singularly unbusinesslike manage-
ment is entirely beyond the comprehension of the
man in the street.
. The next matter to which it is necessary to refer
1s the Gold Standard Reserve. By omitting to
control the inflow of silver and so ignoring its
effect upon the laws of supply and demand in refer-
ence to the rupee, Government found that they:
were not producing that squeeze for rupees upon
which the ability of the Secretary of State to raise
his price to 1s. 4d. depended. Accordingly in’
1898 the Government of India decided to take
action, and a proposal was made to melt down u
to twenty-four crores of rupees (rupees, be it noted,
which Government had themselves been manu-
facturing and putting into circulation subsequent to
the closure of the mint!). Although the proposal
was in a sense quite logical, revealing as it did a
tardy recognition of the principle upon which the
new token rupee was based, it was, nevertheless,
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immediately condemned by the various Anglo-Indian
Chambers of Commerce. It served, however, to
concentrate attention upon the extraerdi
management of the Indian currency system, an
a Committee of Inquiry was appointed. To:thig
Committee Mr. Lindsay, of the Bank of Bengal,
and Professor Dunning Macleod, the eminent .
authority on banking and currency (who stated
that the Government of India had already ‘perpe-
trated ** every species of error "), submitted plans
for putting the Indian currency system into shape.
These })lans were largely adopted by the Committee.
One of their featwres was the accumulation of a
stock of gold suffigient (1) to relegate the rupee
currency to a subordinate position and (2) provide
for gold remittances to E?u'ope in the event of
the balance of trade, &cg “turning against India.
The Commiittee further recommended that the profit
on the coinage of new rupees should be kept IN
GOLD as a reserve for practically the same ends.
The subsequent history of this gold reserve is fresh .
in the minds of all. Just as before the sitting of
the Fowler Committee, Government’s management
of the Indian currency seemed to be subject to
influences outside the ken of both economists and,
practical business men, so, too, in recent years the
management of the Gold Standard Reserve has beed
inexplicably erratic. Although the Fowler Com-
mittee, and a ently everybody else except the
Secretary of State’s advisers, have insisted on the
Gold Standard Reserve (or, at any rate, the major
sottion of it) being held IN GOLD, the authorities .
ecided that investments in silver, in sterling sécuri-
ties, and in Indian railway enterprises were equally
desirable, or if not ecg'ally desirable, at any rate,
politically expedient. otests by Press and public,
Chambers of Commerce, and others interested in the
welfare of India were unheeded, till the Gold
Standard Reserve at len arrived at its present
anomalous condition. e situation is so trans-
parently unsound and umsatisfactory that there is
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‘hope that Government will before long listen to the
- protests that have reached them from all quarters,
and . will substitute gold for silver and paper,
and will, moreover, store some of that gold in
‘India. )
Space will not permit me to review in any greater
detail the peculiarities of Government’s manage-
ment of the Indian currency since the closing of
the mints. For convenience’ sake, however, 1 will
summarise the fourteen leading points wherein the
actions of Government have been open to grave
objection :—

1. 1893.—Omission to state specifically the
line of policy to be adopted—i.e., that
Council drafts would not in future be sold
below, say, 1s. 4d.

2. 1893.—Omussion .to control the inflow of
silver by imposing of a high duty.

3. 1893-4.~Continued heavy coinage of
rupees, although the gold standard scheme
depended for its success upon the restric-
tion of the rupee currency. i

4. 1894.—Sudden decision to sell Council
drafts for what they would fetch-—collapse
of the rupee to almost 1s. 1d.

5. 1896.—Release of more rupees—two crores
~—by the investment in securities of a

ortion of the Paper Currency Reserve.

6. 1898.—Rejection of the only sound and per-
manent solution of the silver problem
when France and the United States might
possibly have recommenced the free
coinage of silver had India agreed to
be a party to an international agreement
for the establishment of bimetallism.

7. 1898 ~—Proposal to melt down twenty-four
crores of rupees, money being so scarce in
some parts of India that loans on gilt-
edged securities were almost unobtainable
at any price |

8. 1901.—Abandonment by Government of the
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effort to put sovereigns Into circujationr
after too grief a trial.

9. Investment of a large portion of the gold”
reserve in sterling securities, and subse-
quently a portion in silver. >

10. 1905-8 —Heaviest coinage of rupees on
record—over sixty-two crores of rupees—
much in excess of the country’s require-
ments, which should have been satisfied
as far as possible by importations of
sovereigns. Consequent distortion of the
public measure of value and rise in prices.
Government and others forced to pay
“ grain allowances.” ' )

11. 1907 .—Diversion of a portion of the Gold
Standard Reserve (say, half-profits on
coinage) to railway conmstruction.

12. 1907.—Failure of Government promptly to
release gold for home remittance—loss of
public confidence and decline of the rupee
to 1s. 3}d.

13. 1908.—Proposal by Government to release
another two crores of rupees from the
Paper Currency Reserve, notwithstanding
that the rupee currency was obviously
redundant and prices now at an extra-
ordinarily bigh level.

14. 1909.—Demand of the Bengal and other
Chambers of Commerce for a Commission
of Inquiry. Reply of Government that
* the one thing required is that the Indian
currency policy should be allowed to settle
down into regular habits.”

Before the public can assent to this settling-down-
into-regular-habits proposal, it is necessary to know
what Government’s currency policy actually is.
Although there can be no two opinions as to the
correct course from an economic point of view, the
experiences of the past fifteen years are not calcu-
lated to inspire confidence that this course will be
followed. The Lords Commissioners of the

15
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Treasury, in+a letter to the Secretary of State
in Council,” November 24, 1879, referred to the
repugnance with which all civilised nations regard
a **managed ' currency. Such management, we
are told, exposes the Government which undertakes
it to * very serious difficulties and temptations.”
: The Government of India have, unfortunately,
proved no exception to this very accurate generality,
as our brief review of the past fifteen years’ manage-
ment clearly indicates. Before going any farther,
it is essential that Government should take the public
into its confidence, and state clearly what its currency
po}icy really is and how it proposes to carry out that
olicy.
P So far the criticism offered has been mainly of
a destructive character. I now propose to indicate
the line of policy which the interests of the great
mass of the peoples of this country demand should
be adopted. I shall at the same time reply to the
arguments of Bombay bullionists and others who
may be personally interesfed in a continuance of the
present indefensible state of affairs with regard to
silver. [
* * * * *

III.

In view of the facts that the people of only
three countries in the world can be said to be
using gold freely for their daily currency require-
ments—England, France, and Germany—that most
other countries—indeed, the great mass of the in-
habitants of the globe—-are accustomed to, and are
satisfied with, silver (supplemented by paper) as
their chief monetary instrument, and that they will,
moreover, undoubtedly continue to use annually
increasing quantities of this metal in the immediate
future, it is quite obvious that a permanent solution
of the silver and gold money problem is not to be
found in further attempts to demonetise the white
metal. For the great mass of the world’s popula-
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tions silver makes quite as good ‘a purchasing and
measuring instrument, quite as efficient 'a reserve
and stimulating power, as gold. These are facts
to which we cannot shut our eyes. Then, again,

there are many who fear, and not without: good"

reason, that the relative of cheapness with which

monetary functions are now performed by aid of;’

silver is a source of great political danger to the
West in that the peoples of the East—of China par-
ticularly—may before long be able by the help of
cheap silver to undermine Europe's long-standing
economic pre-eminence. Be this as it may, silver
money will certainly . continue to be used for many
centuries to come. All which being so, it is
desirable that every effort should be made to fix
the ratio at which the two metals shall be ex-
changed for monetary purposes. The only rational
and practical method possible, is by international
agreement between the chief countries using both
silver and gold for their currency systems. Any
" other method can only be local and temporary in
character. This fact is recognised, I believe, by
all up-to-date students of modern monetary
roblems. ‘‘ An international agreement for the
ree coinagé of both silver and gold and for the
making of them full legal tender at a fixed ratio,”
wrote Sir David Barbour in his Minute to the
Government of India’s Dispatch of June 21, 1892,
*“ would be far better for India, and for all other
countries, than the establishment [in India] of the
single gold standard.” This statement undoubtedly
exhibited the scientific and most advanced view,
and represents to this day the one and only sound
and permanent solution of the silver and gold money
problem
Until the great gold moneylenders of London,
Paris, and Berlin take the same statesmanlike view
of the world situation, however, India must continue
on the gold standard tack. Recognising this fact,
and having cast up our reckoning, let us now attempt

to define a course for the immediate future. The
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development to be ‘aimed at is a gold standard with
as much gold currency as possible ; the underlying
principle by which this end is to be attained, the
agplication of the law of supply and demand to
the issue of new rupees; and the best practical
mode of putting this principle into practice, to inter-
pose as little * management " as possible, but, the
situation having been defined by legislative enact-
ment, to leave the currency to be worked as nearly
automatically as possible by the public themselves.
The situation is a little complicated by the annual
liability of £16,000,000 to £18,000,000 in gold
which India has to pay for services rendered by and
from the United Kingdom. That India’s exports
will normally on the average exceed her imports
is practically certain. That the excess will always
amount to over £18,000,000 a year is by no means
certain. It is essential, therefore, that there should
be a large stock of gold available in circulation in
India and also in the Gold Standard Reserve, so
as to enable a temporary adverse balance of trade,
with its probable ebb of gold from India, to take
g}ﬁce without jeopardising the whole currency fabric.

e first thing, then, to be done is to accumulate
that gold. And it should be everywhere recognised
that we cannot have too much of it.

We are now in a position to commence to outline
the details of a definite currency scheme for India.
Taking each step in its natural sequence, the proposal
is as follows :—

1. The Secretary of State should forthwith
officially notify that he is no longer prepared to
consider offers for rupees *“on their merits.” In
other words, an official minimum and maximum of
1s. 4d. should now be declared, so that all the
world would know that the rupee could not fall
below or rise above 1s. 4d. owing to uncertainty
as to the Secretary of State’s weekly policy. It
is incomprehensible why such a notification has not
been issued long ago. The Secretary of State holds
a practical monopoly of rupees which enables him
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o
to ‘command his own gold price for the coins. His
duty is to keep the rupee at Is. 4d. Fluctuations
in foreign exchanges consequent upon the daily
flow of remittances in this and that direction
are understandable and unavoidable. Fluctuations
arising out of the arbitrary decision of an official
to accept week by week such price as he thinks
fit for the rupees he has to sell are mischievous
and intolerable. They often inflict losses upon the

- general public without rhyme or reason. The Secre-

tary of State’s price and the amount of rupees he
pn;poses to sellpw.ch year ought both to be fixed
and for twelve months, at any rate, unchangeable.
The price should be 1s. 4d.; the amount for sale
—the figure entered in the annual Budget—let us
say, £17,000,000. The Secretary of State should
as far as practicable sell this quantity as demanded
till the wﬁole sum was completed. Thereafter no
more sales would be made that year, and the public
would bave to ship specie or bullion in adjustment
of trade balances in exactly the same way as every
other country in the world has to do at present.
In this way the management of the Indian currency
would approach as nearly as possible those auto-
matic conditions which are a distinguishing
characteristic of every good monetary system in
the world.

2. Silver being the officially accepted fons ef
origo mali, obviously demands special treatment.
Against the competition of silver the Secretary of
State needs to be protected by the imposition in
India of a high import duty on the white metal.
Ordinary business considerations demand that this
precaution be taken. A second and more cogent
reason why a special duty should be imposed is that
an artificial augmentation of the value of the rupee
means a corresponding depreciation of the people’s
reserve stores of silver. To deprive the public by
legislation of a large portion of their savings would
be an act of injustice so gross as to bring upon
the Government responsible for it the condemna-
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tion of the whole civilised world. A heavy import
" duty on silver therefore must be imposed if the
policy of artificially enhancing the value of the
rupee be accepted. The proceeds of the duty might
be carried in gold to the credit of the Gold Standard
Reserve, Of course such a duty would meet with
considerable opposition in Bombay, where the
interests of silver-dealers and mill-owners might be
temporarily affected. But local interests should not
be allowed to prevail against the rights of every
individual in India who possesses a family reserve
of silver, or against the businesslike development
of a currency policy designed to benefit, not one
or two classes of traders in the capital of the
Western Presidency but the interests of India as a
whole. Two of the former (Mr. Dadiba Merwanjee
Dalal and a * Bombay Bullionist ”’) have recently
written to the Times of India condemning the idea
of a heavy import duty on silver. It is interesting
to dissect the arguments employed by these silver-
dealers. Mr. Dalal bases his objection on the bald
assertion that: ‘. . . our far-sighted bankers and
bullion-dealers do not believe that the delicate
mechanism of exchange should be continuously dis-
turbed.” No doubt. Turning to one of the said
bullion-dealers for a reasoned explanation of this
belief, we find it in the following two arguments
employed by * Bombay Bullionist** in the Times
of India of January 24, 1910. Briefly summarised,
the arguments are as follows: (a) The financial
argument—Heavy imports of silver do not interfere
with the Secretary of State's sales of rupees, except
when they do. (*In years of scarcity, no doubt,
the sale of Councils has been interfered with ".)
(b) The moral argument—Although “. . .a
grievous wrong was done to the ryot when the
mints were closed,” it was * some compensation "’
to him to be permitted to buy—with our friendly
bullion-dealer’s assistance—as much cheap silver as
he wanted.
With.regard to the financial argument, the London .
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Times of December 31 last (Financial and Com-
mercial Supplement) assures us that the “. . . in-
satiable demand for silver in India aggravates the
exchange problem, and last year was a_source of
grave embarrassment *’ ; whilst Messrs. Pixley and
Abell’'s Annual Circular for 1909 enables us to
understand exactly why these imports of silver were
a source of such grave anxiety. They amounted to
the equivalent of about £6,750,000. Moreover,
this huge figure was actually ‘exceeded in 19081
To say that importations of silver amounting to
over one-third of the value of the rupees that the
Secretary of State offers to sell has no effect upon
the market demands for those rupees is to run
counter to one of the most obvious and glaring facts
of the Indian currency situation. With regard to
the moral argument it amounts to this: Having
by a stroke of the legislative pen deprived scores
of millions of the poorer classes of the public of
a substantial portion of their accumulated savings,
‘‘ compensation " is afforded to them-by permitting
them to buy in their ignorance a lot more of this
same demonetised, depreciating metal { This may
be. good business for you, O Bombay Bullionist |
But where is your Heart? Where is your sense
of justice? No. Arguments such as these, if indeed -
they can be called arguments at all, only serve to
bring out into stronger relief than before the hope-
lessness of expecting sound advice from those who
are themselves interested in the present traffic in
silver. No matter if silver compete with the
Secretary of State and mislead him into accepting
less than 1s, 4d. for his rupees—no matter if the
poor ignorant country people load themselves up
with a lot of metal which they are not in the least
likely to be able to get rid of except at a loss
no matter if illicit coinage increases in all directions
(China is reported to be sending wholesale supplies
of Chinese-manufactured rupees into India), still,
we must not attempt to apply the one and: only
rational remedy—a heavy import duty o_ysqilvcr.‘
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Such a course, we are solemnly told, would be
‘ mischievous ” in the extreme, and would lead to
' tragic *’ consequences in these * troublous times."”
I fail to see why. Frankly, I have not the slightest
belief in these vague apprehensions of danger.

3. Assuming, now, that the fact is recognised
that it is not “ business ’’ to sell a public coin for
which 1s. 4d. is generally understood to be the
price at less, or more, than 1s. 4d., and assuming,
too, that the point is also admitted that no man
of commerce with a monopoly to guard would dream
of permitting a department of his own establish-
ment, as it were, to undermine his monopoly by
selling against him Sto make no mention of the
moral principles involved), let us briefly consider
the remaining branch of our subject—the Reserve
Fund. We have already referred to the fact that
whilst the balance of trade is almost certain to be
in India’s favour, it is at the same time by no means
certain that the credit balance will always exceed
£16/18,000,000—the sum which India pays for
interest on borrowed capital and other external State
obligations.  Provision must therefore be made
against temporary diminutions in the trade balance
and possible outflows of gold, not only by estab-
lishing conditions that will encourage a steady flow
of gold into India rather than silver but also by
the methodical accumulation of a substantial
gold reserve. Lord Curzon once thought that
£10,000,000 would be sufficient. Subsequent ex-
perience has led official opinion to_increase the
figure to £25/30,000,000—i.e., sufficient to permit
the Secretary of State to draw upon the reserve
for one-half of his gold obligations for three
successive years. In framing these estimates the
economic factor alone has been considered. With
LEuropean armaments increasing at the pace they
are, it would be folly to overlook political con-
siderations. A great European war, especially if
the British Empire were involved, woul? create a

~panic in financial circles. At such a time the last
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thing we should wish to see would be a sudden
collapse -of the rupee and the bankruptcy, not only
of the Government of India but also of half the
Anglo-Indian mercantile community. It is abso-
lutely essential, therefore, that we should accumulate
a very substantial gold reserve. Francé, whose
huge, artificially valued silver currency places her
in a somewhat similar position to India, holds at
the present moment over £139,000,000 in gold
in her chief bank. Whilst there may be no good
reason at present for attempting to approach this
very remarkable figure, it is quite obvious that
former estimates must be revised, and that the basis
of three times one-half the Secretary of State’s'
annual drawings must be materially expanded.

Two contingencies have to be provided for—the
economic and the political. The economic includes
the possibility -of (2) the Secretary of State finding
no buyers of rupees for a long period, and (4) the
public at the same time desiring to transfer
redundant monetary supplies from India to Europe.
The .political embraces not only (¢) wars and
rumours of wars, but also (d) the reluctance of the
financiers of London to hold reserves of gold
adequate to the colossal business transacted at and
with the heart of the British Empire. The folly
of placing all one’s eggs into one basket has become
proverbial. Why, then, locate the whole of India’s
reserve of gold in a financial centre that has for
years been recognised by most monetary scientists to
be already under-supplied with reserve stocks of
the yellow metal? In the case of India the inevitable
has, of course, occurred. India’s gold has dis-
appeared, and the Indian currency system now
depends upon bundles of paper securities that in
the event of one of the contingencies against which
they are supposed-to protect us would -assuredly
prove next to worthless.

The Gold Standard Reserve must be kept in gold
and nothing else but gold. Any substitute for the
precious metal is a delusion and a danger. (.Cgm
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we imagine France, or Germany, or Russia investing
their gold reserves as the Secretary of State for
India has dome in Irish Land Stocks or Transvaal
War Loan Securities }) Moreover, a substantial pro-
portion of that gold—£15,000,000 to £20,000,000
—must be held in India. Were the financial con-
ditions of London and the political conditions of
Europe other than they are, these figures might be
halved. As it is, there is no alternative. The gold
must come out to, and be stored in, India, where
it will form a very valuable reserve, not only for
this country but for the whole Empire. And as
this gold is urgently wanted the Secretary of State
might budget for two or three millions sterling
each year. The balance can be supplied from the
profits of rupee coinage and from the increased
duty on silver.

It is not supposed that this demand for a definite
currency policy (as nearly automatic as circum-
stances will permit) will meet with any support
from those who are themselves interested in the
existing system of currency management. History
informs us quite clearly of the part that goldsmiths,
silversmiths, bullion-dealers, bankers, and money-
{enders—great and small, national and international
~have played in the development of the currency
systems of the world as we find them to-day. The
great financiers are of necessity extremely conserva-
tive. They would much rather

“. . . bear those ills we have
Than fly to others thai we know not of

There are reasons, however, and very good reasons,
why the public at large should holf a different
view. Some of these I have endeavoured to put
forth in the previous pages. It now remains to
be seen whether the seed will bear fruit.



APPENDIX C
WHAT INDIA WANTS

The following extracts are from the Annual
Addresses of the Chairman of the Karachi Chamber
of Commerce :(—

** While improvements and developments calcu-
lated to encourage and facilitate trade are taking
place on all sides, we must not omit to keep watch
on one of the most important essentials to our well-
being—a pure atmosphere ; I mean, of course, a sound
financial atmosphere. To the air we breathe, though
ot vital importance to us, we give but very little
thought ; and, in the same way, we are apt to
neglect the currency without which business on a
large scale would be altogether impossible. For the
last six months or more the rupee been distinctly
anzmic ; it has lost strength or purchasing power.
Firstly, in India, it has gradually failed to command
as much of the commodities of trade as before, and
latterly its usefulness in relation to the sovereign
has appreciably declined. This is a matter, gentle-
men, to which I submit we should give anxious con-
sideration. Since the closing of the mints the value
of the rupee, both for internal and external trade,
has been in a large measure artificial and dependent
upon the wisdom of the Government who control
its use and issue.” (March 24, 1908.) .

* * * * *

“In the course of a-few days the sAssociated
Chambers of Commerce of the United Kingdom wjll
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call the attenfion of the British Government to the
recognised and constant insufficiency of the gold
reserves of the United Kingdom. And they will
demand that legislative action be taken to strengthen
those reserves. Here we have a clue to the solution
of some of our difficulties in India. The Chambers
of Commerce of India must combine and insist on
the objects, nature, and management of the Gold
Standard Reserve being defined by statute. Under
the new rules which guide the work of the Viceroy's
Legislative Council unofficial members can effec-
tively press this matter on the attention of the
Government of India. I would urge that the
incoming committee take this matter up without
delay, as it is one of the most important to which
they can give their attention. Were England un-
fortunately involved in a great European war our
artificial rupee, under present management, might
conceivably drop to eightpence or ninepence before
the war was finished. That such a war 1s outside the
realms of the possible nobody who studies European
armaments for a moment imagines. Let us, then,
be on the safe side and get the whole of our Gold
Reserve into our own hands until the great financial
powers of London are brought to see the Gold
Reserve problem in the same light as the merchants
of London and the Associated Chambers of Com-
merce of the United Kingdom.” (Extract from a
speech made at the Annual General Meeting of the
Karacl)]i Chamber of Commerce on February 28,
1911,



APPENDIX D
CAN INDIA AFFORD A GOLD CURRENCY?

The following reply to the Sfafist was contributed
to the Times of India of May 25, 1911 :—

‘“ A little over a year ago the Sfafist, disapproving
of the new duty on silver then just imposed by the
Government of India, delivered itself of a tre-
mendous fulmination, in which abuse of Government
was mingled with prophecies of a collapse in silver,
impassable breaks in the exchanges with China, a
serious upsetting of the foreign trade of India, and
general political disoontent, culminating in all sorts
of dire disasters and dreadful things. The public
smiled. Few people in India shared the Statist’s
alarms, or believed in its weird forecasts of the
future, which, as everybody knows, - have been
wholly and completely falsified by events. Not in
the least abashecg however, by the fiasco it made of
its treatment of the silver duty problem, our financial
authority has once more turned its attention to
Indjan. currency matters, and has now given the
world its matured and considered views on the sub-
ject of Sir Vithaldass Thackersey's recent request
that Government should take steps to initiate a
separate and distinctive gold currency for India.

* The Statist’s opinion of the whole matter can
be summed up in two words—' pure madness.” Sir
Vithaldass Thackersey is as mad as a ‘ march hare.
And as for the Finance Minister’s promise to con-
sider the question in consultation with the India
Office, ‘it is difficult to imagine anything that

3
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could prove more conclusively Sir Guy Fleetwood
Xlilson’s unfitness for the post he occupies * (Stafist,

pril 15, 1911). If, curious to understand the
reasons for this emphatic outspokenness, the reader
wades through the four turgid leading articles in
which this question of a gold currency for India
h}?s just been treated by the Sfafist, he will discover
that . —

(@) ‘India is one of the poorest portions of
the whole earth.’

(b) Gold is therefore too expensive, too waste-
ful, too cumbersome, and too inconvenient
for India, for whom it would be a
‘ disastrous luxury.’

(¢) The adoption of a gold currency in India
would be a further blow to silver,
depriving the poorer classes (who have
hoarded silverjm of a portion of their
savings, and so ‘increasing poverty and
making unrest seriously formidable.’

* There is something very reminiscent of the
Statist’s prophecies of a year ago in this bogey of
unrest and incipient mutiny owing to the Government
of India persisting in a course of which the London
financial organ does not approve." Strangely enough,
it does not seem to have occurred to the Stafist that
by a mere stroke of the legislative Een—by simply
raising the import duty on silver another 15 per cent.
or so—all risk of injustice to the old holders of
hoarded silver can be at once removed. The argu-
ment that gold money .is ‘too inconvenient * and
‘ too cumbersome ’ is not likely to carry much weight
with peoples who have for centuries past handled
the still more inconvenient and cumbersome white
metal. To emphasise this point, however, and also
that of the ‘ wastefulness * and * expensiveness’ of
a gold currency, the Sfafist does not hesitate to
assert that sovereigns ‘are very little in use’ in
England—cheques and banknotes being the real
currency. The same with the United States, France,
Germany, and so on. True, the leading nations of
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the world * find it necessary * (to quote our critic’s
own words) to accumulate great gold reserves ; byt,
asks the Sfafist, is this any argument for *forcing ’
gold upon ‘ an exceedingly poor country like India? ’
As a matter of fact, wﬁlst England’s gold reserves
are smaller than those of any other great nation,
gold money is more in evidence in England than in
any other gold-using country in Europe or America.
In this connection it is interesting to recall exactly
what other nations have been doing in the matter of
building up their gold currencies. Here are the
reserves of gold held by the treasuries and national

of some of the chief countries of the world on
December 31 last :—

£
The United States ... ... 263,241,000
France «.. 131,177,000
Russia ... 130,476,000
Austria . 55,023,000
Italy ... ... 48,363,000
Argentina ... ... 37,033,000
Germany ... ... 33,052,000
Australasia ... ... 31,356,000
England - .. ... .31,356,000

It will be seen from the above that the rest of the
world does not seem to attach ‘much importance to
the Statis’s expensive-wasteful-inconvenient-cum-
cumbersome aggument | Why, then, should we? As
for our financial pundit’s reiterated, not to say in-
sulting, references to the extreme poorness of this .
Dependency, one is almost tempted to retort by
producing figures revealing the poverty, dirt, and
degradation in which large masses of the populations
of Western nations habitually live. It wilf be better,
however, to remind the Stafist (as I had occasion to
remind the delegates to the Montreal and Sydney
Conferences of Chambers of Commerce of the
Empire in 1903 and 1909) that next to that of the
United Kingdom the external trade of India is by far
the largest of any portion of the British Empire :
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and further, that, taking the whole of India’s trade,
internal as well as external, the total, no doubt,
exceeeds that of the whole of the colonies, depen-
dencies, and possessions of the British Empire put
together. So much for the ‘ poorest portion of the
whole earth.’

* So far, then, the Sfafist has not made out much
of a case for preventing India from taking her
stand, so far as her currency is concerned, amidst
the leading nations of the world. We turn back,
therefore, to the columns of the Sfafist, in case we
may have missed some vital point in our critic’s
case. Possibly we find the missing clue in its issue
of the 15th ult. Here we are told that the
introduction of a gold currency into India would
not only ‘enormously injure India,” but ‘it would
be a very serious matter for the rest of the world.’
Hol hol We must follow this farther. *India
last year took for trade purposes, for ornaments,
and for hoarding, as nearly as can be estimated.
about eighteen millions in gold. If she is to con-
tinue that practice, and is to add to it an immense
accumulation of gold for coinage purposes, what
will be the result upon the money markets of Europe
and America?’ lggre is a new line of argument.
Can it be that we have at length found the true
source of the Sfafist’s anxiety? Let us read a little
farther : ‘ We grant that the Indian Government is
not bound to look after the interests of other
countries. Still, the Indian Government draws its
power from the United Kingdom, and unless the
interests of India really require it, the Indian
Government should do nothing to injure the United
Kingdom. But it clearly would injure the United
Kingdom if the Indian Government were to adopt
a policy which might mean the absorption by India
for coinage, trade, ornaments, and l-gozu‘ding pur-
poses of gold to the amount of from 50 to possibly
100 millions sterling a year.’

‘* Here, then, we have the explanation of all this
pother regarding Sir Vithaldass Thackersey’s pro-
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posal to initiate an Indian Gold Currency. Truth
will out—even in the columns of the Stafist. It is
not the welfare of the 315 millions of this country
that has moved the London financial organ to all
this nauseating hypocrisy about gold being so * ex-
pensive * and ‘ cumbersome,’ but a craven fear lest
goor, poverty-stricken India should forcibly extract
rom rich, all-powerful England so much of the
glittering yellow metal as to cause great London,
" with its majestic reserves of gold, some trifling
inconvenience | What are we to say of the Statist
now? Let us not, at any rate, deceive ourselves as
to the facts of the situation. This childlike dread
of India commencing to absorb gold in large quan-
tities is by no means confined to one or two news-
papers. I was talking the other day to a prominent
Anglo-Indian banker on this very subject, and he
made no secret of his thoughts. If he had his way
he would emact a law forthwith preventing the
peoples of India handling a single sovereign unless
they deposited their sovereigns in a bank (his bank
for preference, I presume !). Then, again, at the
Annual General Meeting of one of the principal
exchange banks, héld in London a few weeks ago,
the Chairman expressed a holpe that the world’s pro-
duction of gold might largely increase if India was
going to commence importing gold. (And that,
too, in spite of the fact that the world’s output of
gold has now reached such a phenomenal figure that
the value of gold all the world over is rapidly
dwindling.)' Even the Secretary of State has beep
infectedu:fr this same nervous malady, and, treating
his anm budgets as so much wastepaper, he has,
during the last two years, transferred from the
treasuries in India to the coffers of his bankers in
London some EIGHTEEN MILLIONS STERLING in
excess of his original estimated requirements, thus
checking, as far as he was able, the natural flow of
gold to India ; and with the result that, not only has
all the gold in our Gold Standard Reserve practically
disappeared from India, gut over six millions of
I
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our Paper Currency Reserve—a paper currency that
only circulates in, and is only redeemable in, India—
has also been hurried off to London and invested
in depreciating consols, much to the relief of the
London money market. The latest ballon d’essai is
an outrageous suggestion that Government should
imémse a stiff import duty on gold coming into
India—a kind of duty that has never even been
dreamed of, much less imposed, since the world
began.

** It is to be hoped that Sir Vithaldass Thackersey,
Sir Guy Fleetwood Wilson, and, indeed, all who
realise the danger to the Empire arising from the
inadequate reserves of gold at present held in
London, will now set their teeth firmly and demand
that the present scandal shall cease. India has
been made the plaything of the London money
market for far too long. The people have lost
confidence in silver, and still more so in their sadly
mismanaged rupee. They do not wish to find
themselves the subjects of any more tinkering ex-
periments with their monetary system. They now
demand the same kind of currency as all the other
most advanced divisions of the British Empire.
They want a gold currency, and they are certainly
fully entitled to this up-to-date monetary equip-
ment—just as much so as the United Kingdom itself,
and far more so than Canada, Australia, or South
Africa. Moreover, India, infinitely richer than any
other of the King-Emperor's oversea possessions,
can very easily afford to develop its monetary system
on the basis of a gold currency—a basis that has
already been successfully employed in India—the
basis that has commended itself to the rest of the
civilised world, the only basis that can free us from
the perpetual thraldom of the dangerously powerful
money markets of the West. Happily enough, no
time could be more appropriate than the present—
on the one hand, India bursting with advancing
prosperity ; on the other, an ou%put of gold from
the mines of the world of such phenomenal magni-
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tude (more than three times as great as anything

known at the period of the Californian and

Australian gold discoveries) as to produce a marked

fall in the value of gold—i.e., a serious rise in

gold prices all over the world. In such circum-

stances it becomes the duty of the Supreme Govern-

ment to encourage the further use and consumption

of gold in every possible way. So—Forward, Sir

Vithaldass | The gour is propitious, and you have

all who love their India behind you. 'The Bombay

Chamber of Commerce uttered but, the plain -and °
unvarnished truth when it put forth the indignant
protest an extract from which appears at the head
of this article. . No doubt the Bombay mercantile
community are of the same opinion still.. Many
other important commercial bodies most cer-
tainly are. Moreover, sovereigns. -are- daily
becoming more popular all over the continent.
They are being sent up-country in thousands
in payment of produce. They are met with in
circulation in many strange out-of-the-way places,
and they are being returned to Government in pay-
ment of revenue, thus proving their acceptability
to large sections of the people. The King-Epm eror,
on the occasion of his forthcoming visit to India.
‘could not more ap{)ropriately signalise his recogni-
tion of the marvellous economic progress made in
recent years by this great Dependency than by
ordering a recommencement of the coinage in India
of the celebrated gold mohur. The new George the
Fifth gold mohur might be of exactly the same.
weight and fineness as the British sovereign. If
a smaller gold coin be also required, George the
Fifth pagodas of exactly one-half of the value of the
new gold mohur could also be coined. There can
be no doubt that the revival of the pagoda would
be immensely popular in the south of India. Here,'
then, we see a ' possibility of an Indian gold
currency that, whilst recalling in a practical and
acceptable form memories of India's monetary
-~ systems of bygone years, will at the same time add
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incalculably to_our economic and political strength,
and, incidentally, to the economic and political
strength of the whole Empire. Is it too much to
hope that the joint-stock bankers of London will
see the matter in the same light?”

POSTSCRIPT.

In fairness to the Sfafist, it must be noted that a
change of opinion has just manifested itself in the
Editorial columns. In’its ‘issue dated March 30,
1912, page 671, appears the following :(—

“ . There seems no longer room for doubt
that the opmlon of the well-to-do classes in India in
regard to the currency is rapidly changing ; that.
just as throughout Europe and America gold has
come to be regarded as much superior to silver, so
the well-to-do classes in India are beginning now
to take the same view. That being so, we see no
reasons why India should not coin her own gold
pieces instead of withdrawing them as and Wwhen she

" requires from the Bank of England.

Quite so. The Statist, havmg revlsed its views as
to the desirability of restoring to India a gold
currency, there are now grounds for anticipating
that a similar change of policy has occurred in
other quarters—a good omen, at last !
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SHALL THE INDIAN MINTS BE OPENED TO THE
FREE COINAGE OF GOLD?

The following is ‘an extract from Sir Guy Fleet-
wood Wilson’s reply of March 22, 1912, at the
Meeting of the Imperial Legislative Council,
Calcutta, to Sir Vithal D. Thackersey's motion
that the Indian mints be og:ned to the free coinage
of gold. Sir Vithaldass Thackersey urged the issue
of a new gold coin of the value of Rs.t0:—

. *“The ball which Sir Vithaldass Thackersey set roll-
ing has been in vigorous flay throughout the year.
No subject of a purely financial character has in my
time attracted so much attention or so much skilled
criticism. It has been thoroughly ventilated in the
public press both in England and in India—the
views of all classes interested in the subject have
been received by the Government and every phase
of it has been examined in full and free informal
discussion. What I propose to do to-day in
answering my hon. friend is to review as briefly
as possible the opinions that we have collected ;
to examine the main arguments for and against the
coinage of gold, and to remove some of the mis-
conceptions which have grown up round the subject.

at present situated, I cannot do more, for we
have still to obtain the opinions and the order of
our final authority—-the Secretary of State—but I
am sure that in their responsible task of deciding
the issues which we are placing before them the
Secretary of State for India and his advisers will

29
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be greatly helped by the proceedings of to-day.
The proposal pwhichy my Eon. frier%d wishes to
revive is that which the Indian Currency Com-
mission of 1898 recommended as part of the
machinery for the maintenance of our gold standard.
I need not quote the precise words of the Com-
mittee ; they are found in paragraph 54 of the
Report, and are familiar to all students of the
subject. The proposal, in brief, was that the Indian
mints should be thrown open to the unrestricted
coinage of gold, on terms and conditions such as
govern the three Australian branches of the Royal
Mint. This proposal was cordially accepted by the
Government of India, and, as Sir Vithaldass reminded
us a year ago, steps were taken to give effect to
it. Our preparations, however, came to an end
somewhat suddenly in 1902.

‘* There had been much discussion on technical
details, and while time was passing the agent for
the Kolar Goldmines had concluded arrangements
for the disposal of the gold in England. The
Government of the day were doubtful whether it
was prudent to pursue the scheme in the absence
of any steady stépply of local gold, and the Treasury
at home were disposed to advise against it in the
belief that India would obtain all the gold it re-
%uired through the ordinary channels of import.
The question was thus laid aside in 1902—no definite
reasons were given at the time, so far as I can
ascertain, but the reasons were those which I have
now briefly described and no other. During the
past ten years spasmodic suggestions had been made
for reviewing the proposal, but it was not until
my friend’s resolution of last year that the Govern-
ment of India were formally ‘moved to review the
situation and consider the propriety of reverting
to the policy recommended by Sir Henry Fowler’s
committee. When we went thoroughly into the
subject, as I promised Sir Vithaldass that we should
do, it seemed to us that there had been such a
change of conditions as would fully justify us in
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reviving the question, and not in treating it as

as a subject which had been laid aside for good

in 1902. It is true that we get no good of Indian

production, simply because we can do nothing with
it if it is offered to us. It is alse true that the

sovereigns still come in freely by trade channels

when the balance of international exchange is in

our favour, but in other respects the position has,
altered greatly in the last decade. Our currency

system has been through the fiery trial of 1907-8,

and the need for strengthening our gold hoidings

has been brought home to us. Also, to the mind

of many observers, what I may call the currency

habits of the people are changing. Gold is being

more freely taken -in payment for agricultural

produce ; there may be no striking increase in

the active circulation of gold, but it is certainly

becoming more familiar and is being more readily

accepted.

“ ugees, as many believe, are being replaced
by gold in hoards. Our note circulation is also
making great strides. Its rapid increase, specially
since the notes of the lower denominations were
made universal, goes far to indicate that the people
are ready for a handier form of currency than silver
and for a higher unit than the rupee. All these
changes in India justify us in considering again
whether we should not embark on the coinage of
gold. What particular coin we should manufac-
ture is perhaps a matter of detail rather than of
principle. Some authority would like to see a dis-
tinctive Indian coin, the gold mohur or pagoda ;
others regard this suggestion as antiquarian rather
than .of practical value, and would like to see the
Indian sovereign or a ten-rupee gold piece. Others,
again, would be content if our mints were empowered
to manufacture the ordinary sovereigns with which
we are all familiar. I think myself that the balance
of advantage lies in the third course ; it gives us
the coin which my esteemed friend Sir Shapurji
Broacha has so happily described as ‘the cement
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of the Empire,’ and it simplifies immensely the
issue of our gold in international trade. For the
purpose of discussion, then, I assume that we shall
at the outset at least coin sovereigns, if we are
allowed to coin gold at all. The proposal before
us is thus in its simplest form that one of our
Indian mints should be opened to the free coinage
of the sovereign on terms and conditions similar
to those which control the mints in Australia and
Canada. Now, since the debate of last year this
proposal, simple though it is, has been subjected
to considerable misrepresentation.

** It has been suggested, for example, that the
scheme contemplates a large loan by us for the
purchase of gold that should force gold upon an
unwilling people on an enormous scale, and that
we should thereby produce, as I think we should
certainly do, a serious fall in the value of silver
and considerable hardship to the poorer classes in
India. It is also suggested that between buying
gold and paying interest on our coinage loans we
should be throwing away large sums of money which
are required for education and for the extension of
railways and irrigation, taxation would be multiplied,
the gold would disappear as soon as we coined it,
and our exchange position would be as bad as ever.

* The Hon. Sir Vithaldass has repudiated this
description of his proposal with some warmth, and
I entirely sympathise with him. No such proposal
was ever dreamed of by any sane and responsible
man in this country. There has never been any
intention of borrowing, or of buying gold, or of
forcing it upon the people, or of coining a single
sovereign, except from bullion which 1s brought
to us voluntarily for the purpose. The proposal,
which 1 have already described as_ simple and
unambiguous, is merely to open a gold mint on a
small scale with a gold refinery attached to it, so
that we may be able to handle either raw gold from
the mines or ornaments and other alloys that may be
offered us. This being the proposal which Sir
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Vithaldass had in mind, and which was also in my
mind when I promised to consider it, let us examine
the arguments of honest critics for and against it.
I take first the arguments against it. They are
numerous, but I think they may be suitably classi-
fied into three sets of objections, viz., that a gold
coinage is unnecessary, that it would be ineffective
in support of exchange, and that it would be wastes
ful, or even harmful. The first of these objections
is the argument that gold already comes in freely
from Australia, Egypt, and elsewhere, and that there
is no necessity for adding to it in this country.

* Support is given to this objection by that very
large accumulation of sovereigns which has grown
up in our currency reserve during the last year and
a half of busy trade; it is also argued that with
a sufficiently strong gold reserve in London, and a
sufficiently strong silver reserve in India, we could
get along without a visible gold currency at all.
This view is taken by many who believe that the
scheme known as the Lindsay scheme, after the
late Mr. A. K. Lindsay, the distinguished economist
and banker of Calcutta, is the solution for all
currency difficulties in a silver-using country. I
think that these objections merit the most careful
consideration. I do not say that they are insepar-
able, but they are reasonable and have the weight
of high authority behind them. The second set
of objections are based upon the view that a gold
coinage would have no influence in supporting ex-
change, for the simple reason that at a time of crisis
the sovereign would disappear, it would stand at
a high premium, and there will be no perspading
the people to release their hoardings of it for the
purposes of export. Until the sovereign becomes
much more familiar and enters much more largely
into active circulation I think this objection is
largely true. The question is whether it is advisable .
to take means to increase the circulation in
order to prevent the wholesale disappearance
of the sovereign when exchange shows signs
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of weakness. The third and most uncompromising

roup of objections to our gold currency comes
from those who consider that the minting of gold
4n India would be wasteful, expensive, and harmful.
-Many competent observers consider that it would
be *wasteful because our new sovereigns would be
-melted, or would disappear into hoards as soon
as they are issued. 1 go not think my hon. friend
sshares this view, and I believe that experience alone
will prove its truth or its falsehood.

‘1 would only remark that the hoarding and the
melting of rupees was a constant trouble in the
days when our mints were open to silver, and I
personally believe that if sovereigns can be made
to replace silver, or ornaments, in the hoards of

- the peog»le we shall have advanced a decided step
in the direction, not only of greater prosperity but
" of great stability in our exchange affairs. Some
of our other critics, however, urge that the sovereign
is an expensive coin, because we get no profits
from it such as we do from the rupee, and because
we should have to bear the loss of wear and tear.
To this objection I cannot attach very much im-
portance, knowing as I do the comparatively small
cost at which the gold currency of the United
Kingdom was habilitated by the late Lord Goschen.
The last argument in this group to which I need
refer is the suggestion that our gold coinage would
draw off a larger quantity of gold from the European
markets than Ingia obtains at present, and that
consequently business and trade would suffer in the
gold-using countries. This argument I must admit
to be ene of the most serious in the whole con-
troversy,” because, if it is true, it sets the whole
-of the interests of the gold-using countries against
our -proposal. It is a matter on which various
o?inions may honestly be held : whether the opening
of the mint to gold would in practice have the
effect of enlarging our gold imports. It would
certainly have the effect of bringing in a lower
quantity of bullion and a smaller quantity of
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sovereigns if there were a marginal profit of the
former, but would it have the effect of increasing
the aggregate quantity of gold of all sorts which
comes 1n to adjust the balance of trade? I have-
now stated with perfect frankmess the arguments’
against a gold coinage for India. The arguments
for such a coinage are in my honourable friend’s.
mind, and some of them bave been skilfully .
displayed in his opening speech. . .

“ As I understand the position, he believes: that
the coinage of gold would enable large quantities .
of bullion which are now in the country to be con-
verted into ‘legal tender. He believes that with
greater familiarity the sovereigns would pass more
freely into active circulation. He hopes, and I
also sincerely hope, that if this consummation is-
reached it will diminish the pressure upon us for
the coinage of fresh rupees and simplify our
exchange difficulties. These in their turn are
weighty considerations, and they are considera-
tions which affect the practical outlook of the
business man, who does not delude himself into
the idea that the mere opening of the mints to
gold would immediately provide a door for the
export of superfluous currency in the form of
sovereigns when exchange goes against us. I do
not myself see any near prospects of that measure
of assistance, but I readily :gmit that the coinage
of gold, if it leads to a substantial and growing
increase of the active circulation, will carry us some
way in that direction and consequently “in the
direction of greater security and stability. I have
now, as I undertook to do, laid before the *Council
the pros and cons of this important and attractive
subject. As I ex'ilained, I can at the nfoment do
no more because the whole question, with the views
of the Government of India upon it, awaits the
final decision of the Secretary of State. If his
decision meets the wishes of my honourable friend,
no one will be more gratified than the present
Finance Member.” .

The motion was withdrawn.
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SHALL INDIA'S GOLD STANDARD RESERVE BE
HELD IN LONDON?

The following account of the debate in Calcutta,
at the meeting of the Imperial Legislative Council
of March 22, 1912, when Sir Vithaldass Thackersey
moved that a  substantial portion of the Gold
Standard Reserve be held in India IN GOLD, is
extracted from the Times of India of March 25,
1912. The Motion was lost by one vote only : —

“ Sir Vithaldass D. Thackersey then moved his
resolution urging the holding of a substantial por-
tion of the Gold Standard Reserve in gold from
India. He said :—

‘“* My lord, all the Chambers of Commerce have
times out of number demanded that our Gold
Standard Reserve should be held in gold in India.
They have more than once pointed out the danger
of either diverting any amount of this to any other
purpose or to investing it permanently in gold
securities. They have %urther pointed out that in
case of panic or war the gold may not be available
to us when we badly want it, and in that case it
might be difficult, ify not absolutely impossible, for
India to maintain a gold standard. In these days,
when the sensitiveness of the money market has
become proverbial, it is easily conceivable how great
. will be the loss that the people of this country would
suffer, and to what great extent the prestige of the
Government would be lessened, if there was the
slightest reason to doubt that the gold in the Gold

236
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Standard Reserve may not be readily available to
maintain the exchange. All the labour of years in
creating confidence in the outside world will be
lost in a second. And for what purpose is all this,
risk incurred? My friend the Hon. Sir James
Meston, who has always proved himself a capable
and sound financier, and whose elevation to the
Lieutenant-Governorship of the United Provinces is
a matter of deep atiﬁpcation to all of us, presented
last year to this Council what he called * the other
side of the shield.” He said that gold was located
in London to simplify the duty of the Government
of India in maintaining the gold value of the rupee,
as, when required to support our exchanges, it would
be immediately available. It had been mentioned
moreover, in the reply from the Government of
India to the Bombay Chamber of Commerce, in
May, 1907, that holding liquid gold in India would
entail loss of interest which we at present earn by
investment in gold securities. - I will, therefore, with
your lordship’s germission, deal also with this argu-
ment. The reply to the first argument is that the
location of gold in India will not at all make the
duty of the Government of India any more difficult
in maintaining the gold value of the rupee. The
call on this reserve is made only when it is required
for export, and it will be as easy for the Government
of lngia to deliver gold in India to those who
want it in exchange for rupees as it is easy for
the Secretary of State to deliver gold in London.
If gold is required by the Secretary of State when
he cannot sell Council Bills it can be exported
almost immediately.

“*‘As to the second argument about* earning
interest, I need only repeat what has been so often
and so unanimously said by all the Chambers of
Commerce in India and by others who can speak
with authority on this subject, that Government are
taking a very great risk by this procedure. So long’
-as things move smoothly and no storm breaks, this
kind of investment may bring us some income ; but
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it must not be forgotten, as the Bombay Chamber
of Commerce wrote to Government in 1907, that
the Gold Standard Reserve is being maintained for
the sake of serious emergencies, and that should
such' emergencies arise it might very easily happen
that it will be extremely difficult to realise rapidly
the securities. Indeed, the state of the money
market brought about by the very emergency would
probably be considerably aggravated if it entailed
the realising of a large quantity of British securities,
whereas if the reserve was a metallic one the position
could be at once relieved. My lord, India is not
the only country which has to maintain a metallic
reserve of gold, The United States Treasury has
the largest stock of gold held by any country in
the world, On December 31, 1910, it amounted to
over two hundred and thirty-three millions sterling
—over eleven times our Gold Standard Reserve.
Does the United States Government invest it in gilt-
edged securities? In the same way France and
Russia have large gold reserves—certainly many
times more than our reserve. Why do they not
invest them? They rightly realise that their credit
and honour and existence stand upon the Gold
Reserve, and they know that it may be required
at any time in an emergency. I wish to speak
with great respect of the Secretary of State’s
advisers. They are eminent men, but it is only
necessary to mention the positions they occupy in
the world of London finance to show that, human
nature being what it is, they cannot be expected
to be wholly free from a certain bias. Lord Inchcape
is a director of the National Provincial Bank of
England, Ltd.—a very powerful bank. Sir Felix
Schuster, Bart., is a director of the German Bank of
London, Ltd., and also a governor of the Union of
London and Smith’s Bank, Ltd. Mr. Lawrence
Currie is a managing partner in Glyn, Mills, and
Currie & Co.~a large and powerful private bank-
ing house. But, my lord, against the advice of these
three eminent London financiers the Secretary of
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State has before him the unanimous recommendation
of independent experts well qualified to give sound
advice on this sugject, who constituted the Indian
Currency Committee over which Sir Henry Fowler
presided. This recommendation was to the effect
that any profit made on the coinage of rupees should
be kept in gold as a Special Reserve. The Secretary
of State is therefore incurring a very grave responsi- -
bility in disregarding independent advice. . »¢ .
“’* But, my lord, this does not exhaust our causes.
for complaint. In addition to our Gold Standard
Reserve, the Secretary of State has withdrawn eight
and one-third million pounds of our Paper Currency
Reserve and many million pounds more out of our
Treasury balances over and above his Budget
requirements. The cash balances in the hands of
the Secretary of State in London i{n March, 1911,
amounted to over sixteen and a half million pounds
sterling, and this ‘year till the 1gth of February the
Secretary of State has drawn four million pounds in
excess of this year’s requirements for home charges,
and still we have six weeks to ran in this financial
year. What is the object in withdrawing such large
amounts from India? In reply to the Hon. Mr.
Armstrong’s question in Si in September last,
inquiring whether much larger cash balances were
now held in the Home Treasury than formerly, and,
if so, the reasons for this, the hon. Finance member
gave, amongst other explanations, ‘* the heavy sales
of Council Bills and Telegraphic Transfers in excess
of the requirements of the Home Treasury.” My
lord, this explanation explains nothing. It is only
a paraphrase of the question. To-day, while India
clamours for money, and while the bank rate of
interest on the security of Government Paper rules
at 8 per .cent. per annum, while the industry and
commerce of the country suffer by the high rate of
interest, and sometimes find difficulty in getting
money at all, the Secretary of State has millions
and millions of our cash invested by him at a
nominal, rate of interest with the London bankers
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and financiers. A more unsatisfactory policy it is
difficult to conceive. If even a portion of the
amount lying in London had been available with
our bankers, the present stringency of the money
market would not have arisen and the commerce and
industry of the country would greatly have bene-
fited. Apart from the interests of commerce and
industry, which must be dear to us, is it to the
interest of Government itself and to the credit of
India that such a monetary stringency should be
allowed to happen when we have the means of
relieving it? 'Is it to India’s credit that on the
security of its own promissory notes the holders
should have to pay in the busy season a high rate
of 8 per cent. to 9 per cent. per annum, which is
more than double the rate paid by Government?
How can we expect under such circumstances that
Government Paper should be more popular?

*** In England every one, from the Chancellor of
the Exchequer down to the humble banker and
financier, is seriously concerned about the steps to
be taken to make British Consols popular. At
present that is the principal topic in England. We
in India export our available capital to London,
and starve our banking institutions to the detriment
of the popularity of our own paper. If means can
be adopted by which we can prevent the enormous
rise of the rate of interest in the busy season, I am
sure—and that is the opinion of many bankers—
that the price of Government Paper would stand
at a much higher figure than now. Apart from this
consideration, we have to bear in mind that this
Eeriodical tightness of the money market is a great
indrance to our industrial progress. Violent
fluctuations_are always to be deprecated. In Great
Britain, while the bank rate varies from 3 per cent.
to 5 per cent., a difference of 2 per cent., in India
it varies from 73 per cent. to 8 per cent., a difference
of 5 per cent. My lord, this craving for India’s
money in London is so great, and the Secretary
of State is so much influenced by the London money
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market that this Council to-day may be said
to be one of the biggest financial houses in
London. -
 ‘ My lord, if our Gold Standard Reserve is kept
in India in gold, we may be able in times of
emergency to be of service to the London money
market, while under the present policy in time of
emergency we may increase their difficulties by our,
necessity to. withdraw the gold. A big money
market like London will not be adversely affected
by the gradual withdrawal of gold in normal times,
but in times of frouble it may feel the pinch. With
our gold in India, London will keep its necessary
stock of gold in the usual way,”and in times of
trouble we can help them with our gold, which will
be an extra reserve. So looking from the point of
view of England itself, it is an advantage that our
gold should remain in India. There is a further
advantage if our Gold Reserve is in India. Govern-
ment have tried to popularise currency notes and
meet the wishes of tlge commercial communities by
making universal currency notes up to the value of
' one hundred rupees. They have not been able to
make all currency notes universal because of the
difficulty of meeting the demand of coins on
presentation. With a large quantity of our gold
in India and distributed over all important centres,
in addition to the Currency Reserve, our power of
successfully meeting any demand for coins will be
enormously increased. As years pass and people get
used more and more to gold coins, it may be pos-
sible to make all currency notes universal. It will
be an enormous advantage to trade and commerce,
and at the same time it will still further popularise
aper currency and largely increase its circulation.
hose requiring rupees for small business will get
them by tendering gold coins, just as they get small
change and copper by representation of rupees.
Time does not permit me to develop up this argu-
ment any farther, but I hope 1 have been able to
show that it is to the advantage of both India and

17
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England that our Gold Standard Reserve should be
held in gold in India.’

** The Hon. Mr. Gokhale followed, and supported
the resolution and congratulated the mover on his
speech.

* The Hon. Mr. Ward did not propose that the
whole of the reserve should be transferred to India.
Sir Vithaldass’s recommendation of the transfer
related only to a ‘substantial portion, and to that
there could not be any reasonable objection.

*“ Sir G. Fleetwood Wilson said : *1 congratulate
my hon. friend Sir Vithaldass on this second excur-
sion into the regions of pure finance, and on the
vigour and lucidity with which he has handled a
subiect of no small intricacy and difficulty. He has,
as | have already said, the advantage of me in the
freedom with which he can speak on subjects
upon which my position, and the position of the
Government of India in relation to the Secretary
of State in Council, compels me to caution and even
to silence. He must not, therefore, misjudge me
if I cannot follow him over all the field which he
has opened for us in the speech to which we have
just listened. It would, for example, be wholly out
of place for me to discuss his views regarding the
financial advisers of the Secretary of State and the
influence which they exercise on the disposition of
our Indian resources. The responsibility of the
Secretary of State in Council is one and undivided,
and we cannot discuss his policy as if it were the
golicy of individuals. I can only undertake to place

efore the Secretary of State the expert financial
opinion which the hon. gentleman represents in
India, and to ask that it receive due consideration
along with the e)‘(ip tt opinion which his lordship
obtains in England. Nor, even if I had the same
freedom as my hon. friend, would it be possible for
me in the time at my disposal to examine with
sufficient care the wide varietv of topics over which
he has ranged.. Let me take, for example, the
question of our high balance-sheet. I am quite at
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one with Sir Vithaldass in holding that high Treasury
balances, whether held in England or in India, are
in ordinary circumstances wrong and wasteful. High
balances in ordinary circumstances are an indication
that we have borrowed more than is actually neces-
sary. But it would require a somewhat detailed
analysis to place the Council in a position to judge
whether the recent history of our Treasury balance
justifies this condemnation. I should have to point
out to what extent money has been accumulated in
London to meet large payments for the redemption
of railway debenture which are shertly due.

-*“1 should have to connect our opium windfall
with the India Bills, which, I hope, we are now on
the eve of withdrawing ; and I should, no doubt,
have to add a number of other qualifications® before
1 could answer with confidence the point which my
hon. friend has taken. Similarly with his arguments
in favour of lending out our balances to banks in
India. This is also a question to which there are
‘two sides, and an examination of it would involve a
lengthy and probably a somewhat dull dissertation
on the metallic basis of credit in our Indian money
market. To take only one other instance of the wide
range of my friend’s speech, I should have to go in
some detail into the theory of the eonvertibility of
our cwrrency notes if 1 were going to attempt an
adequate reply to his suggestion for a wider dis-
persal of our gold resources as a reserve against
our paper currency. I must, however, avoid these
and other fascinating by-paths into which the hon.
member invited me to stray ; and I must return to
the literal phrasing of his motion—namely, that a
substantial portion of the Gold Standard Reserve
should be held in India. Now, I take it that if
Sir Vithaldass had his own way he would transfer
ten or fifteen millions sterling from London to ‘Cal*
cutta. It would come out in sovereigns, and we
should then have to decide whether to keep it in
sovereigns or to lend it out, as in London, to the
banks and on approved short-term securities. My
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hon. .friend has not said definitely which of these
two courses he would follow, but from the general
tenor of his arguments I gather that he would not
be averse to assisting the industry of India on
‘ reasonable terms. He has drawn attention, in the
most reasonable and proper manner, to the great
fluctuation in the rates o? interest in this country,
and to the prejudicial effect which these fluctuations
must have on trade and business. He believes that
a more liberal handling of the Government balances
would steady the position, and 1 may, therefore, for
the sake of argument, assume that he would not be
unwilling to see our Gold Standard Reserve, or
some part of it, lent out on approved security. Now.
if this happened it is quite possible that the market
would be materially assisted for the moment.
“ ‘It seems to me that there is no real com-
- parisén between the inconvenience, on the one hand,
of having gold locked up here, six thousand miles
from the place where it is wanted and where it can .
be efficiently employed, and the convenience, on the
other band, of holding a large quantity of gold on
securities which closely approach gold in. their
stability, which we are in a position to sell by cable
the moment that it is w:fmtedp and at the place where
it is going to be used. Sir Vithaldass has supported
his arguments by a number of subsidiary considera-
tions in favour of moving our gold from London
to India. He points out, for example, that other
great countries keep large reserves of liquid gold
1n their strongholds. I am quite clear’ of the extent
to which he 1s thinking of gold which is stored by
Government to provide for the encashment of con-
vertible notes, and I think it will be found that in
the countries which he mentions a considerable pro-
portion of their holdings is necessitated by the size
of their faper currency. He also urged that our
gold would be useless to us in London in the event
of war or panic. If by panic he means an acute
financial crisis, I can only repeat what I have said
before in another connection, that the Secretary of
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State has deliberately accepted full responsibility for
making the reserve available when required for the
purpose for which it was created.  In the event of
war, I do not'see how our gold would be in any
degree more useful in India than in London. If the
trouble were in this country, we should have all the’
and anxiety and expense of practising it. If the war
were in Europe, it might be perfectly impossible to
ship gold. from India to the European markets, and
it would remain useless in our hands. Finally, Sir
Vithaldass has alluded to the feeling that the Gold
Reserve is our own money, and that, as a matter of
national pride, it should be in our own country as
a visible possession. 1 know that such sentiment
exists, and 1 am far from despising sentiment even
in matters financial ; but I cannot seriously think
that it should be weighed for a moment against the
ractical convenience and value of holding our gold
in the place where it can best serve the interests of
India. I much, regret that I am unable to accept
the hon. member’s motion.’ .
*Sir V. D. Thackersey expressed his regret at
Government’s inability to accept his resolution, and
,Characterised the Finance Member’s speech as half-
hearted.. He once more ¢riticised the representation
.of City banking interests on the-Secretary of State's
Council, and deprecated their method of using the
Indian Gold Standard Reserve. * :
* The resolution was negatived by 34 voting
against and 33 voting for.” :

AR !
[}



APPENDIX G
MESSRS. SAMUEL MONTAGU & CO’S FALLACIES

The following extracts from leading articles in
the Times of India give that newspaper’s estimate
of the value of Messrs. Montagu’s opinions on Indian
currency questions :—

'‘ Messrs. Samuel Montagu & Co., the London
bullion-brokers, have set themselves up as apologists
for the management of Indian currency affairs,
although they do not appear to possess any special
qualifications entitling them to .undertake the part.
-They cannot be said to be currency experts, for
it is not long since they gave expression to the
spurious doctrine that the bimetallic character of
the currency reserves maintained the ratio of fifteen
rupees to the sovereign. Nor have they shown much
exact knowledge of our currency affairs, for amongst
other grotesque reasons which they lately advanced
to prove that the Indian public ought to be content
with the administration of the currency they stated
that it was an advantage to have a token coinage
such as silver rupees capable of rapid expansion
at the least possible expense, whereas no such
advantage exists, seeing the cost to India of all
additions to the token coinage is the same as the
cost of a gold coinage. We should have thought
that after such an exhibition of inability to appre-
ciate the fundamental principles of a gold standard
and the real position of India’s token coinage they
would have refrained from further attempts to defend

246
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the management of the cwrrency. They are, how-
ever, not so easily abashed. In’ their latest circular
to hand they comment on our recent article giving
an explanation of the rise in prices that took place
from 1904 to 1907, and draw special ‘attention to
the statement that “no other country in the world
now ventures to add so largely to its token currency.’
They admit that the assertion is quite true, but
they say: °It must be remembered that no other
country in the world, whose currency is based on
gold, possesses a population of over, 300 million
souls, the vast bulk of whose wage-earners have
an income considerably under £1o0 a year, and
are thus precluded from taking gold, into* daily use.’,
No one will dispute that a gold currency would be
a superfluity for that portion of the public whose
breadwinners’ income 1s as stated, and we are' not
aware that any one has proposed anything so absurd.
It is not a fair statement of the case to suggest
that that is the proposition put forward by those
who demand a gold currency. If we eliminate the
mass of people to whom a gold currency would be
a useless luxury, there would stil be left a large
poi)ulation who would not be precluded from using
gold coins as currency, and it is to serve their
currency requirements that the demand for a gold
coinage has arisen ”’ (December I, 1911I).

* * * * *

** Messrs. Montagu go on to say that it is a known
fact that the Indian Treasury has never refused to
issue either sovereigns or silver rupees on. demand,
and if the people of India require gold for circulation
they have %ut to ask and it will be available. Not
one of these statements 1is strictly accurate.
Sovereigns have been refused when they were
beld in large quantity, and not long ago they were
not available at all in many treasuries. Rupees
also ran short at one time in at least one currency
office. And the assertion that gold would be avail-
able if the public wanted and asked for gold for
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circulation is an exaggeration. Requests for gold
would have to be on a comparatively small scale,
else they could not be met. Messrs. Montagu admit
that there has been redundancy of rupees which has
again been absorbed into the circulation, and they
assert that the redundancy was directly caused by
the demand of the Indian people in the height of
their prosperity. The officlal version was that the
demand for rupees came from trade. Messrs.
Montagu apparently see that that contention could
not be substantiated, and they throw the blame on
to the public. They forget that the Indian people
had no option given'to them. Rupees are unlimited
legal tender and could not be refused. To compel
the public to take rupees and then to turn round
and say the people demanded them is to trifle with
the question. %‘he theory seems to be that the
public wanted rupees, otherwise they would have
presented them at the currency offices or treasuries
to be) exchanged for sovereigns” (December 1,
19I1). :
* * * * *

“ It is not surprising that Messrs. Montagu do
not clearly describe the measures undertaken to
> support the great unsound experiment of attempting
to hold exchange steady witﬁout the usual accom-
paniment of a gold currency. These cannot be
defended. They constitute an intolerable and unfair
burden on the public. Messrs. Montagu brush all
such considerations aside. Given plenty of time,
they say, adequate reserves will be accumulated
by the methods adopted, and there will be no neces-
sity for a large loan to form gold reserves. But
is the cost to the public of those methods not to be
reckoned? Is the pursuit of a steady exchange on
the lines hitherto followed to be persevered with, no
matter what it costs? Is there to be no attempt to
get on to the sound principles originally laid down
to secure a steady exchange through the usual means
of a gold currency? The fact that the authorities
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see the necessity for much larger gold reserves
than were formerly deemed necessary reveals the
weakness of the system and condemns it at the
same time. A colossal blunder has been made
and the consequences must be faced ; but it will
not help matters to make the public pay the piper
before ‘that is necessary by making them provide
cash balances for a second reserve in London, as
it were, by stealth. - Messrs. Montagu hardly state
the case fairly when they say the methods adopted
obviate the necessity of a large loan to form a Gold
Reserve. The public do not understand from that
way of putting it that they are providing reserves
out of their own pockets and that they have not
been given any option of either paying up for
reserves or borrowing for that purpose, and by
borrowing baving only the interest to pay. They
do not understand that éxisting methods are costing
far more than a pure gold currency, and that our
steady exchange is the most expensive in the world.
It will not do to add insult to injury, like Messrs.
Montagu, by saying there are only sentimental and
no practical reasons for the outcry against present
methods. Nor is it of any use to mislead the public,
as Messrs. Montagu do, when they advise that the
wise course lies In accustoming the public to use’
sovereigns and rupees side by side and in building
up a sufficient reserve from the profits on coining
silver. It is futile to endeavour to get sovereigns
to circulate side by side with rupees so long as no
limit is placed on the issmes of fresh rupees. The
‘lessons of currency history are clear on that point.
Even the short experience of the gold standard in
India teaches the same lesson. Many millions of
sovereigns have passed into the circulation and dis-
appeared. Inferior coins, if numerous enough, will
always drive out superior coins from the circula-
tion. The greed for coinage profits must be given
up. It is debauching. It has debauched the
London authorities into taking from the pockets
of the public for Gold Reserves, while ing it

4
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appear that they were depending on reserves from
coinage profits alone ” (February 1, 1912).
* * * * %

** Messrs. Montagu are not over particular about
their facts, as we have already seen. Nor is it
surprising that they should endeavour to poch I
pooh | the cost to India of the measures now being
carried out of building up Gold Reserves in London.
With callous indifference to the Indian taxpayer,
they doubt whether those new reserves entail expense
to the natives of India; they say it is a most
debatable point indeed ; but the matter cannot be
dismissed in that way. In two years' Government
have sent home about ‘sixteen millions sterling, which
we must assume, in the absence of any definite
information on the subject, has been used for the
new reserves. Does that not mean that the reserves
are entailing heavy expense to the taxpayer? But,
it is said, tlgle cost, if any, can'be but a mere trifle
compared to the loss of interest involved by holding
a huge stock of gold in India :so that notes can be
redeemed in gold or silver absolutely at the option
of the holder, for that would necessitate providing
every place of encashment with an amount of gold
and also an amount of silver each equal to the face
value of the notes likely to be presented. In other
words, the cost is a trifle compared with the cost
of something else which is not necessary and which
nobody wants. That is the sort of palliation Messrs.
Montagu offer to the public for making them pro-
vide very large cash reserves for use in London.
Gold reserves are being built up in London to
maintain the ratio of fifteen rupees to the sovereign.
If the reserves were located in India, Messrs.
Montagu endeavour to make it appear that they
would "be wanted merely to ensure the redemption
in either rupees or gold of the note issue. The
alternative is said to be limiting the legal tender
of rupees, which is only another gross absurdity.
The real alternative is to make a fresh start and
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get on to the correct principles and systems
originally and authoritatively laid down, and to
- abandon  the methods which sacrifice the true
interests of this country so that London may -
benefit * (March 16, 1912).
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PROPOSED DRAFT BILL BY THE HON. MR. WEBB

An Act to amend the Indian Coinage Act, 1906.

WHEREAS it is expedient to amend the Indian
Coinage Act, 1906, in manner hereinafter appearing,

It is hereby enacted as follows :—
1. (2) This Act may be called the Indian
Coinage Amendments Act, 1912.
(b) It extends to the whole of British India,
inclusive of British Baluchistan, the
Santhal Parganas, and the Pargana of
Spiti. .

8. In this Act ‘the Gold Standard Reserve
Fund ” includes the existing Gold Standard Reserve
Fund and all sums already received to the credit of
the Gold Reserve Fund and the Gold Standard
Reserve Fund from the coinage of new rupees and
h@lf—rupees and all other sources since the 26th June,
1893.

8, After Section 3 of the Indian Coinage Act,
1906, hereinafter called ‘ the said Act,” the
following sections shall be inserted :—

Gold Coinage.

(4) The following gold coins shall be coined
at the Mint for issue under the authority of the
Governor-General in Council : namely,

(2) A Gold Mohur or Indian sovereign.
(&) A Pagoda or Indian half-sovereign.
238
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(5) (2) The Standard weight of the Gold
Mohur or Indian sovereign shall
be 12327447 grains troy ; and

its standard fineness shall be as -

follows : namely, eleven-twelfths
fine gold and one-twelfth alloy.
(b) The Pagoda or Indian half-
sovereign shall be of propor-
tionate weight and of the same
fineness, :

Provided that, in the making of gold coins

a remedy shall be allowed of an amount not

exceeding the following, namely :(—

Denomination of Coin, Remedy Allowance.

Wei%ht per Milleslmal
Plece,

Fineness.
Gold Mohur or Indian Sovereign ... | 020 grains. 2
Pagoda or Indian half sovereign ... | o015 z

(6) Where any person brings to the Mint

any gold bullion, such bullion shall be assayed
and coined and delivered out to. such person,
without any charge for such assay or coining,
or for waste in colnage,

Provided that—

(a) If the fineness of the whole of the
bullion so brought to the Mint is
such that it cannot be brought to
the standard fineness under this
Act of the coin to be coined
thereout, without refining some

ortion of it, the master of the
int may refuse to receive, assay,
or coin such bullion.
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(b) Where the bullion so brought to
the Mint is finer than the standard
fineness under this Act of the coin
to be coined thereout, there shall
be delivered to the person bring-
ing the same such additional
amount of coin as is propor-
tionate to such superior fineness.

No undue preference shall be shown to any
person under this section, and every person
shall have priority according to the time at
‘which he brought such builion to the Mint.

4. In Section 4 of the said Act, after the words
*“ silver coins " the word * only " shall be omitted.

8. In Section 10 of the said Act, Clause (a),
after the word “ all ™ the words ** gold, silver, nickel,
and bronze ” shall be inserted, and the words
“referred to in Sections 4, 6, and 8" shall be
omitted.

6. In Section 10 of the said Act, Sub-section 2,
after the word * designs ” the words * of the gold
coins coined under this Act shall be those prescribed
for the British sovereign and half-sovereign ; and ”
shall be inserted.

7. After Section 10 of the said Act, the following
Section shall be inserted :—

(14) The Gold Mohur or Indian sovereign
and the Pagoda or Indian ha.lf-sovereign shall
be a legal tender (as the equivalent of fifteen
rupees and seven and a half rupees respec-
tively) for a payment of any amount,

Provided that the gold coins,

(a) Have not lost weight so as to be
less than 1225 grains for the
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Gold Mohur or Indian sovereign
and 61125 grains for the Pagoda
or Indian “half-sovereign.

(&) Have not been defaced.

8. After Section 20 of the said Act the following
sections shall be inserted :— .

(25) The Governor-General in Council may
from time to time issue to the master of the
Mint out of the general revenues of the
Government of India such sums as may be
unecessary to enable him to purchase bullion in
order to provide supplies of coin for the public
service. . .

(26) All sums received by the master of
the Mint in payment for ru and half-rupees
produced from silver bullion purchased for
coinage shall, after the cost of the silver bullion’
used in the manufacture of the said rupees
and half-rupees has been deducted, be kept
separate from the general revenues of t)?e
Government of India and paid into the Gold
Standard Reserve Fund.

gz7) The Gold Standard Reserve Fund shail
be held in India in gold.

9. Sections 4 to 10 inclusive of the said Aot
shall be re-numbered 7 to 13 respectively ; Sec-
tions 11 to 20 mclusive of the said Act shall be
re-numbered 15 to 24 respectively ; and Sections 21
to 24 of the said Act shall be re-numbered 28 to 31
respectively. . :
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STATEMENT OF OBJECTS AND REASONS.

The. object of this Bill is to give effect to the
r%cogxmendations of the Indian Currency Committee,
1898.

Notes on Clauses.

Clause ;3.—The additional sections are taken from
the British Coinage Act; the weight, fineness, and
remedy for ‘the Gold Mohur and Pagoda are exactly
the same as those of the British sovereign and half-
sovereign.

Clause 7.—The legal tender clause ‘has been
adopted from the legal tender provisions of the
British Coinage Act.

Clause 8.—The new sections are to give powers
to the Government of India to provide coins for
the public use as may be found expedient, to pro-
vide for profits on the manufacture of rupees and
half-rupees being carried to the Gold Standard
Reserve Fund, and to provide for the retention of
the Gold Standard Reserve Fund in gold in India.



APPENDIX J
Mr. E. SAMUEL’ MONTAGU, M.P., DECLINES TO
INFORM THE HOUSE OF COMMONS TO WHOM
£10,100,000 OF THE GOVERNMENT OF INDIA'S
MONEY HAS BEEN SECRETLY LENT IN LONDON.

The following extracts from the proceedings of
the: House. of Cormmons have a close bearing upon
some - of the questions raised in the foregoing
‘pages - )

¢ Friday, May 10, 1912,
‘'HOUSE OF COMMONS.

INDIAN GOVERNMENT CASH BALANCE IN LONDON.
Mr. TOUCHE' asked the Under-Secretary of State
for India if he could say what was the cash balance
held by the Secretary of State for India in London
apart from the Gold Standard Reserve, ‘and what
were the immediate requirements in respect of such
..balance ;_how much of the cash balance was lent on
security and how much without security ; how much
to banks and how much to other approved borrowers, «
and at what rate ; and could he give the names of
the approved borrowers. . . .
Mr. MONTAGU : The cash balance held by the
Secretary of State for Jndia in London (apart from
the Gold Standard Reserve) on the evening of the
6th instant was £17,568,485. The Estimates for
1912-13 provide ‘ for the discharge during 'the
remainder of ‘the financial year of debt (India
sterling bills, India bonds, and Indian railway °
debentures) amounting to £5,477,600, in addition to
the usual expenditure (with the nature of which the
hon. member is no doubt familiar) on revenue and
-capital account, and anticipate that by the end of
the financial year the cash balance will have been
reduced to £6,721,849. The balance of £17,568,485
on May - 6th was held as follows: &£6,915,000
deposited, with seven banks ' without security ;
- £10,100,000 lent on security to approved borrowers-;
£553,485 held on currerga account at the Bank of
2
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England. The rates of interest varied from 24 per
cent. to 33 per cent. per annum, according to the
riod of the deposit or loan. The Secretary of
tate does not consider it desirable to publish the
names of the approved borrowers.

Thursday, May 9, 1912.

THE DUTY ON SILVER IMPORTS INTO INDIA.

Sir J. D. REES asked the Under-Secretary of State
for India whether the duty lately imposed on silver
bullion imported into India was intended to be per-
manent in tharacter ; whether its effect had been
to cause the natives of India to hoard gold instead
of silver, thereby depleting our Gold Reserves, caus-
ing the rates of ‘exchange with China to fall,
stimulating the competition of the latter country’s
products with those of Great Britain, and causing
white men’s wages to fall as the price of white men’s
food rose ; and, if so, whether the imposition of the
duty would come under reconsideration.

Mr. MONTAGU : The duty was raised in 1910.t0 ..

its present level with the object of providing a per-
manent addition to Indian revenues. There is no
reason to attribute to this cause the alleged tendency
of the Indian people to hoard gold. Both the world
price of silver and the exchange with China have
improved since the duty was raised. There is no
intention to reconsider the duty.

Tuesday, April 30, 1912.

THE INDIAN GOLD STANDARD RESERVE.

Mr. TOUCHE asked the Under-Secretary of State
for India if he could say what was the highest
amount the Gold Standard Reserve had ever reached,
and at what date ; also what was the lowest sum it
was afterwards reduced to by the sale of drafts on
London to maintain exchange, and at what date;
and what was the amount at which it now stood.

Mr. MONTAGU: The highest amount reached
by the Gold Standard Reserve is that at which it
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now stands, namely, £19,118,046, made up as
follows :—

E3
Sterling securities (market value at April 13, 1912) 16,074,744
Cash held at short notice in London o e

1,110,900
Rupees held in India (equal to) ... o 1,034,302
Total ... e we £19,T18,946

The lowest figures at which the sterling portion
of the reserve stood after the sale of drafts on
London in 1908 was in October of that year, when
the reserve was valued at £18,020,057, made up
as follows :—

Sterling securities, at market value we e £5066,924
Rupees held in India (equal to) <. o $X2,053,333
TELEGRAPHIC TRANSFERS -AND THE GOLD NOTE
ACT.

Mr. TOUCHE: asked the Under-Secretary of State
for India if he could say on how many occasions
since the introduction of the Gold Note Act, giving
dates, the Government of India had refused to give
rupees in India by telegraphic . transfer- agamst-
sovereigns tendered in London at 1/4 §5-32 (the -
bullion point), and the reasons for such refusal, see-
ing the profit on the operation ; and what were the*
amounts of the rupee currency reserves and the note
circulation at these dates, and what were they now,

Mr. MONTAGU: Since the introduction of the
present currency system I can trace only ‘one
occasion on which the Secretary of State has refused
to sell telegraphic transfers at 1/4 5-32 the rupee,
namely, on January 10, 1goo. The reason for the
refusal was that there was a danger of the stock of
rupees in the possession of the Government of India
being reduced below the limit of safety. At the
date mentioned the rupees in the Paper Currency
Reserve amounted to 754 lakhs and the note cir-
culation to 2,587 lakhs.” The corresponding figures
for the latest date for which full information- is
available are, rupees in Paper Currency Reserve,
1,245 lakhs ; note circulation, 5,823 lakhs.



2564 BRITAIN'S DILEMMA

Thursday, March 21, 1912.
GoLp IMPORTS INTO INDIA.

Mr. BIGLAND asked the Under-Secretary of State
for India if, in view of the fact thaf the imports of
gold into India were, respectively, in 1910 and 1911,
£17,911,000 and £17,724,000, for imports and
exports on private account -only, he would state
whether there had been any further shipments of
gold on Government account during these two years.

Mr. MONTAGU : With the exceﬁtion of a shipment
from India of £2,000 in 1910 there were no ship-
ments of gold to or from India on Government
-account in 1910 or in 1911.

Tuesday, Marck 19, 1912.
THE SALE OF LOUNCIL DRAFTS.

Colonel YATE asked the Under-Secretary of
State for India whether, in view of the sum of money,
viz.,, £17,953,995, exclusive of the Gold Standard
Reserve, that he now holds at .the: Government of
India’s credit in London, he would consider the
advisability of "ceasing thé- sdle of “his' drafts“on '
India, as their sale-might.reduce the normal flow of
gold to India in-settlement-of the balance of trade.

Mr. MONTAGU : The Secretary of State has every
reason to believe that the cessation of the sale of his
drafts on India would inflict a most damaging blow
on Indian trade and would be received with conster-
nation by those engaged therein. Gold has in the
present year flowed to India to an exceptionally large
amount : - the sum held in gold in Government
treasuries is unprecedented ; and the Government
holding is made freely available to the public in
exchange for rupees.

Monday, Marck 11, 1912.
INDIAN GOVERNMENT CASH BALANCE IN LONDON.

Colonel YATE asked the Under-Secretary of State
for India what was the amount of the cash balance at
present held by the Secretary of State in London to
the credit of the Government of India. i

Mr. MONTAGU : The actual balance standing_ to
the credit of the Secretary of State on the evening
of March 8th, exclusive of the amount held on
account of the Gold Standard Reserve, was

£17,953,995 18s. 3d.
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INDIA AND THE EMPIRE.

A CONSIDERATION OF THE TARIFF PROBLEM.
BY

M. o P. WEBB, cILE

BRITISH PRESS. |

“An admmble exposluon of the possibilities of India’s participation
in a sch . . . written with the vigorous
pen of a man ardent in controvemy . . » an able, eloquent, and detailed

of the p , infused by a Jofty spirit of pat'nohsm e
(Ii_eservmg of careful examination at the hands of all parties.”—The
Smes.

“There has been no such clear exposition of the pos:hon of India
under an Imperial Tariff as is to be found in this book.”—Globe.

“ Special importance is given to it by an Introduction fmm the pen
of Sir Edward Law.”"—Athenaum.

“ An excellent study—argued with great force.”—The Daily Maiji.

“ A very instructive contribution to the literature of Tariff Reform.”
~—The Outiook.

“'Written in a clear and convincing manner . . . of great interest
and value.”—Thke Chamber of Commerce Fournal.

“Very ably written . . . every point of view is discussed.”—British
Trade Sournal,

* Mr. Webb’s reasoning is always lucid and generally eonvmung tee
His facts are marshalled with conciseness and precision.”—The
Morning Post.

# Most admirably done.'—The Referce.

“The book will be wel d by all Tariff Ref. s as supplying
them with fresh ammunition.”—Aberdeen Free Press.

“The reader will find here perhaps as clear a statement of the case
for Preference as is obtainable."—The Bristol Daily Mercury.

“In face of Mr. Webb'’s §; of cotton consumption, which are
incontrovertible, Mr. Lloyd rge's statement that the increase in
our sales during the last four years is greater than the sales of the
United States, Germany, and France put together is sad nonsense.”—
Sohn Bull.
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“ India is the greatest problem in the British Empire, and it is men
like Mr. Webb and Sir Edward Law who help towards the solution
of it—Mr. Webb's book is well worth studying both by anti-pre-
ferentialists as well as by Tariff Reformers.”—The Glasgow Herald.

“An instructive volume which throws a flood of light upon some
Imperial aspects of the fiscal controversy. . . . The writer’s lucidity
and the trenchancy of his doctrine entitle him to be regarded as a
powerful exponent of the neo-Protectionist gospel. He has, moreover,
a good grasp of the special features dominating Indian
policy.”—The Economist.

INDIAN PRESS.

“ A luminous exposition of Tariff Reform in connection with India.”
—Morning Post (Delbi).

“This book should be read by all who desire to understand the
position of India in relation to Imperial Preference.”—Indian Daily
Telegraph.

“ A very interesting book . . . a sober and well-reasoned effort to
show why the maxims of the Cobden school are not applicable to the
East."—Madras Mail.

“ Mr. Webb's book has many gdod and useful qualities and should
be read by all who desire to understand at least one side of the great
Tariff Refy »— Advocate of India.

“No one can rise from the reading of the last of Mr. Webb's
publications without being impressed by the high standpoint from
which he regards the question of India’s interest in a policy of Imperial
Preference. We know of nothing in the abundant literature which
the discussion of this subject has evoked in which a loftier purpose
is displayed, or in which expression is given to a broader spirit of
Imperial patriotism.”—The Times of India,

“Very lucid and convincing. . . . Demand is the one all -important
essential on which Mr. Webb Iays emphasis. . . . An admirable treatise
which every merchant interested in the trade of India would do well
to study.”—Madras Times.

*Mr. Webb has broken new ground in the science of Economics.

. . Hisidea is a great one. It riddles holes through the ordinary
textbooks and gives its author a name and place among those writers
‘whose treatises have most influenced the science of Political Economy.”
—The Bombay Gazette.
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Economics, and Public Law. Edited by the Faculty of
Political Science at Columbia University. Lisz of this
series (46 volumes) sent, post free, on application.

Commerge. .Se¢ Nos. 9, 94, 113, 124, 125, 163, 173-181.

. Commercial Gambling: Works by Charles William
Smith :—

26 “ ORIGINAL” THEORIES UPON DEPRESSION IN TRADE,
Ac;ucvurunz, AND SILVER. Price 2zs. (Inland Postage
2d.

27 CoMMERCIAL GAMBLING: the' Principal Cause of
Depression in Agriculture and "Trade. Price 2zs. (Inland
Postage 2d.) )

28 THE PrEss oN COMMERCIAL GAMBLING Price 6d.
(Inland Postage 1d.)

29 —— SOUTH AFRICAN WAR AND THE BEAR OPERATOR.
Crowm 8vo. zs. net.

30 —— CHARLES W, SMiTH’s “ REPLY ” to the Final Report

. of the British Royal Commission on Agriculture on
the Question of * International Gambling in ¢ Fictitious’

- Produce and Silver, under the Option and Future Settle-
ment Systems.” Price 2s5. - (Inland Postage 24.)

31 —— Price-FamiNes—THE REesuLT oF “CorNERS.” The
Crime of the Century. Price 1s. (Inland Postage 24.)

Tse TransLATED EpiTion oF “THE RuiN or
, THE WORLD'S AGRICULTURE AND TRaDE.”—“Inter-
national Fictitious Dealings in Futures of Agricultural
Produ®e and Silver, with their Effect on Prices.” By
Dr. G. Rijhland, of Berlin. Prefaced by C. W. Smith.

Price 15. 64. (Inland Postage 2d.)

33 —— FrEE TRADE AND PrOTECTION under the International
Option and Future Systems, 1846to 1904. Price 25. 64.
(Inland Postage 44.)

34 — Tue Ecouomc Ruin oF THE WoRrLD : International,
C and Fi ! Gambling in Options and
Futures (Marchés 3 Terme). Price 5s. (Inland Pos-
tage 4d.)

32
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Commerocial Gambling—continued
35 —— A MANIFESTO ON INTERNATIONAL, FINANCIAL, AND
CoMMERCIAL  GAMBLING in Options and Futures
(Marchés 4 Terme) : The World’s Greatest Perils. Price
64. (Inland Postage 14} .

36 —— A MANIFESTO ON INTERNATIONAL, FINANcIAL, AND
CoMMERCIAL GaMBLING in Options and Futures
(Marchés 2 Terme) in conjunction with Free Trade
and Protection. Price 1s. (Inland Postage 14.)

37 —— A MANIFESTO ON INTERNATIONAL, FINANCIAL, AND
CoMMERCIAL GAMBLING : LABOUR . CaPiTAL (NoO. 3).
Crown 4to. 1s. (Inland Postage 14.)

38 — PriMaL Roor-Causes oF THE FinanciaL Losses
OF GREAT Britai¥N and IRELAND,»1876-1911. By
Charles William Smith. Crown 4to. 1s. (Inland
Postage 14.),

39 Commons, House of, and Taxation. By Archer Wilde.

: Demy 8vo. 64. (Inland Postage 4d.)

40 Communal Currency, An Example of. The Facts
about the Guernsey Market House. Compiled from
original documents. By J. Theodore Harris, B.A.
With an Introduction by Sidney Webb, LL.B. Crown -
8vo. Paper 15s. (Inland Postage 14d.)

41 Consols, British, and French Rentes. By C. A.
Stanuell, M.A. Demy 8vo. 64. (Inland Postage 1d.)

42 Constitution and Government, British, By Pembroke

Wicks. Crown 8vo. Cloth, 1s. (Inland Postage, 34.)
—— See also Nos. 115~117,
Co-operation.

43 —— INTERNATIONAL Co-OPERATIVE BiBLIOGRAPHY. Com-
piled and Edited by the Executive Committee of the
International Co-operative Alliance. Demy 8vo. Cloth,
7s. 6d4. (Inland Postage 44.)

44 —— INTERNATIONAL Co-OPERATIVE CONGRESS. Report of
the Proceedings of the Seventh Congress of the Inter-
national Co-operative Alliance held at Hamburg, Sep-
tember, 1910. Demy 8vo. Photographs. 3s. (Inland
Postage 3d4.) - ‘
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Go.-opemtion—mnlinwd.

. 45 ~—— Co-OPERATION AT HOME AND ABrOAD. ‘An Account,
of the Co-operative Movement in Great Britain and other
Countries. By C. R. Fay, M.A,, ‘D.Sc. “ Demy 8vo.
Cloth, xos. 64. (Inland Postage 54.) :

46 —— Co-oPERATIVE Banxine: Its Principles and Practice.
With a Chapter on Co-operative Mortgage-Credit. By
H.-W. Wolf. Demy 8vo. Cloth, 75. 64.. (Inland
Postage 4d.)

47 —— Co-oPeRATIVE CrEDIT Bangs: A help for the

bouring and Cultivating Classes. By H. W. Wolff.
Crown 8vo. 64. (Inland Postage xd.)

48 —— Co-orerATIVE CREDIT HANDBOOK. By HW Wolf.
Crown 8vo. 1s. (Inland Postage 24.) i

49 —— Co-OPERATIVE FARMING. By W. Bulstrode. A Re-
view of the Causes which bave led to the Exodus of
the Villagers to the Towns, and a Suggestion for a New
Scheme on Commercial Principles, Crown 8vo. 34.
(Inland Postage 3d.)

——— Sz¢ also Nos. 1, 44, 138, 189, 190, 191, 247,

494 Cost of Living. Zist of works on, post free on request.
County Councils. .Sz No. 109.
" Currency. Sez No. 124.
Danish Poor Relief System. See No. 149.
Declaration of London.

50 —— DEcLARATION oF LonpoN. By William Adams.
Demy 8vo. 6d4. (Inland Postage 1d.)

51 —— BriTisH RigH7s AT SEA. By F. E. Bray. Crown 8vo.
1s. (Inland Postage 1d.)

§2 —— CAPTURE IN WAR ON LAND aND SEA. By Dr. Hans
Wehberg, of the University of Bonn. Translated from
the German by H. Havelock. With a Preface by John
M. Robertson, M.P.  Demy 8vo. Cloth, 55. (Inland
Postage 3d.)

we— St¢ also No, 129, : )
Demooracy. Se¢ Nos. 65, 104, 192.
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Destitution, See Nos. 146, 147. P

53 Diphtheria. Report of the Bacteriological Diagnosis, and
’ the Anti-Toxin Serum Treatment of cases admitted to
the Hospitals of the Metropolitan Asylums Board during
the years 1895-6. By G.:Sims Woodhead, M.D.
Foolscap, - 7s. 6d. (Inland Postage 6d.)

Drink.
54 —— Case ror MuNicIpaL Dnmx Trape. By Edward
R. Pease. Crown 8vo. Cloth, 1s. 64. Paper, 1s.
(Inland Postage 34.)

~—- See also Nos. 212—222, 251.

55 Economic Policy of Colbert. By A. J. Sargent, M.A.
(In the Series of the London School of Economics.)
Crown 8vo. Cloth, 2s. 64. (Inland Postage 34.)

Education.
56 —— EbpucATioN, A SHORT HisTORY OF NATIONAL, IN
THE UNiTEDp KINGpoM. By T. Lloyd Humberstone,
B.Sc. Demy 8vo. Illustrated. 34. (Inland Postage 2d.)

§7 —— EpucatioNnaL Review. Edited by Nicholas Murray
Butler, Professor of Philosophy and Education in
Columbia University, and President of the University.

The Educational Review, founded in 1891, ds the
support of every prominent student of education, both in the
United States and in Europe. It is the organ of representative
students of education ; it is national and international in scope,
and catholic in sympathy ; its field of interest includes educa-
tional work of every form or grade.

Published Monthly, except in July and August, i.c., fen issues
per year. Annual subscription, 14s.

58 —— EDUCATIONAL REVIEW, Analynml Index to Volumes
1 to 25 (January, 1891, to May, 1903). By Charles
Alexander Nelson, Head Reference Librarian, Columbia
University Library. Cloth bound, price 155. (Post free
155. 4d.)

—— See also Nos. 11, 12, 13, 20, 120, 141.

59 Egypt, Administration of Justice in. By H. R.
Fox Bourne. Edited, with a Preface, by ]ohn M.
Robertson, M.P. Demy 8vo, 223 pp. (Inland
Postage 14.)
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60 Elections, Practical Notes on the Management of.
By Ellis T. Powell, LL.B. (In the Series of the
London School of Economics.) Royal 8vo. 1s. 64.
(Inland Postage 2d.)

Employment. See Nos. 98-101, 176, 187, z00.
Engineering. Ses No. 118,

61 Factory Legislation, History of. By B. L. Hutchins
and A. Harrison, D.Sc. With a Preface by Sidney
Webb, LL.B. (In the Series of the London School of
. Economics.) Demy 8vo. Cloth, 6s. (Inland Pos-
| tage, 4d)

_ Farming. Sec Nos. 1-44, 49.

62 Feeble-minded, Problem of the. An Abstract of the

* Report of the Royal Commission on the Care and
Control of the Feeble-minded. With an Introduction
by Sir Edward Fry, G.C.B,, and Contributions by Sir
Francis Galton, F.R.S., Rev. W. R. Inge, M.A,, Pro-
fessor A. C. Pigou, and Miss Mary Dendy. Deiny 8vo.
15. (Inland Postage, zd.)

Festival of Empire, Se No. 191.
Finance.

63 ~———— LAND VALUES. An Open Letter to Small Owners on
Form 4. A Plea for Common Sense.” By Arthur R.
Moon, LL.B., Solicitor. Crown 8vo. 24. (Inland

Postage 3d.)
—— See also Nos. g, 26, 41, 94, 95, 113, 124, 125, 171,
172. .
France. Sec Nos. 55, 128, 168,
Free Trade.: ] '
64 —— ELEMENTS OF THE FiscaL ProBLEM. By L. G.

Chiozza Money, M.P. Demy 8vo. Cloth, 3s. 64.
(Inland Postage 3d.)
—— ¢z also Nos. 14, 17, 26-38, 167-170, 203-209.
+ Germany.

65 —— GERMAN SociaL DEMocrAcY. Six Lectures delivered at
the London School of Economics. By the Hon. Bertrand
Russell, B.A, With an Appendix on Social Democracy
and Woman’s Question in Germany, by Alys Russell,
B.A. (In the Series of the London School of Econo-
mics.) - Crown 8vo. Cloth, 3s. 64. (Inland Postage 34.)
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Germany-—continued

66, —— GERMAN UNivErsITIES. A Review of Professor
Paulsen’s Work on the German University System. By
Mabel Bode, Ph.D. With a Preface and Appendix.
Demy 8vo. 1s. (Inland Postage 2d.)

67 —— RiSE AND TENDENCIES OF GERMAN TRANSATLANTIC
EnTERPRISE. By Prof. Ernst von Halle, Ph.D., of the
University of Berlin. Royal 8vo. 64. (Inland Pos-
tage 14d.)

68 —— THE GERMAN WORKMAN: A Study in National Effici-
ency. By William Harbutt Dawson. A Survey of German
Social Legislation and Social Reform Institutions, as they
affect the Working-classes. Crown 8vo. Cloth, 6s. (In-
land Postage 44.)

See also Nos. 14, 52, 169, 173, 205A.
Health.

69 —— REPORT OF PROCEEDINGS OF CONFERENCE OF HEALTH-
ProMoTING INSTITUTIONS, 1910. Held in London,
December, containing the Papers read and the Discus-
sions thereon. Demy8vo. 1s. (Inland Postage 24.)

70 —— HEeaLTH VisiTinGg. Letters from Miss Florence
Nightingale on Health Visiting in Rural Districts.
With a Prefatory Note by Sir Lauder Brunton, Bart.,
M.D. Demy 8vo. 3d. (Inland Postage 1d.)

71 —— COMMUNAL AND INDIVIDUAL TRESPONSIBILITY AS
Recarps Hearra Conpirions, By Mark H. Judge.
Reprinted from the Westminster Review. Demy 8vo.
6d. net. (Inland Postage 14.)

—— Se¢ also Nos. 75-80, 83-87, 91, 191-121, 165, 166,
185, 186.

Special List of Publications dealing with Health Suéjztt.\'
post free on application.

History.

SELECT DOCUMENTS ILLUSTRATING MEDIEVAL AND

MoperN HisToRrY. A Text Book for use in Colleges and

by all Students of History. By Emil Reich, Dr. Jur.

Demy 8vo. Cloth, z1s. (Inland Postage 6d.)

72
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History—continued. .
—— See also Nos. 2, 3, 6, 8, 9, 25, 49, 435, 55, 56, 61, 65, 93,
94, 112, 116, 128, 133, 148, 149, 150-152, 164, 167-170,
182, 202.
Home Rule,
73 —— CommonsENSE oF Home RULE. A Reply to Lord
Hugh Cecil. By John M. Robertson, M.P. Crown 8vo.
64. (Inland Postage 4d.)
74 —— HoMe RuLe ProBLEMs. A volume of Essays by
various writers. Edited by Basil Williams., Demy
8vo. 1s. (Inland Postage 34.)
~—— See also Nos. g4—97A. .
746——, Special 12pp. List of Publuations post free on

application.
Housing,

75 —— COTTAGES FOR RURAL LaBoUurErs. Issued by the
Rural Housing Association. Royal 8vo. 44. (Inland
Postage 1d.)

76 ~—— LODGING-HOUSE ACCOMMODATION FOR . WOMEN.

Report of the Proceedings of the National Conference
on Lodging-house Accommodation for Women, held in -
the Guildhall, London, on May 17, rgxx. Under the
Presulency of the Lord Mayor and the Duchess of Marl-
borough. “Demy 8vo. 64. (Inland Postage 14.)

79 %= WHERE SHALL SHE LivE? The Homelessness of the
Woman Worker. Written for the National Association
for Women’s Lodging Homes. By Mary Higgs and
Edward E. Hayward, M.A. Crown 8vo. Cloth, 2s. 6.
Paper, 1s. 64. (Inland Postage 34.)

78 —— How T0 START A WoMEN’s Lopeine Howme. By
Mary Higgs. Demy 8vo. 3d. Post free.
79 —— THE HousiNG AND TOWN-PLANNING ACT, 1900, AS IT

ArrECcTS RURAL Districts. By Anmette Churton.
Royal 8vo. 2d. (Inland Postage 1d.)

80 ~—— PusLic HeaLTa anp Housing, The Influence of
the Dwelling upon Health in Relation to the Changing
Style of Habitation. Being the Milroy Lectures de-
livered before the Royal College of Physicians. Revised
and Enlarged. - By J. F. J. Sykes, M.D,, B.Sc. Crown
8vo. Cloth, Diagrams, §s. (Inland Postage 34.)
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Imperial Taxation, Sec Nos. 128, 171, 172, 210.

8: India Office and Government of India. List of the
more smportant of these Publications senmt, post free, on
application. :

82 Industrial Conciliation and Arbitration. By Douglas
Knoop, M.A. With a Preface by Professor S. J.
Chapman, Cloth, 35. 64. (Inland Postage 34.)

Industrial Conditions, Sec Nos. 14,61, 68, 187, 250, 251,
252, 253.
Infantile Mortality.

83 ——— INFANTILE MORTALITY AND INFANTS' MiLk DEPOTS.
By G. F. McCleary, M.D., D.P.H.., Illustrated. Crown
8vo. Cloth, 6s. (Inland Postage 44.) B

84 —— REPORT OF THE PROCEEDINGS OF FIRST AND

85 SECOND NATIONAL CONFERENCES ON INFANTILE MoOR-
TALITY, held at Caxton Hall, Westminster, 1906 and
1908. Demy 8vo. Limp cloth, 1s5. 64. each. (Inland
Postage 3d. each.)

86 —— STATISTICAL ANALVsIS OF INFANT MORTALITY, AND
1rs Cavses IN THe Umnitep Kingpom. By Helen M.
Blagg. Demy 8vo. 1s5. (Inland Postage 14.)

87 ——— INFANT, PARENT, aAND STATE: A Social Study and
Review. By H. Llewellyn Heath, D.P.H. With a
Preface by Professor G. Sims Woodhead, M.D. Crown
8vo. Cloth, illustrated, 3s. 64. (Inland Postage 34.)

Insurance,

88 —— EVERVBODY'S GUIDE TO THE NATIONAL INSURANCE
Act, 1911. By Thomas Smith, of the Inner Temple,
Barrister-at-Law. Demy 8vo. 1s. (Inland Postage, 34.)

This work is so arranged that any person can at once turn up
to the section which relates to him or her, and see exactly how
their particular case is affected. The text of the Act and a
complete index are given in the appendix.

8 —— INSURANCE Acainst UNemproyment. By D. F.
Schloss. Crown 8vo, cloth, 3s. 64.. (Inland Postage 34.)

UNEMPLOYMENT INSURANCE. A Study of Schemes of

Assisted Insurance. A record of research in the Depart-

ment of Sociology in the University of London. By

I G. Gibbon. With a Preface by L. T. Hobhouse

(Martin White, Professor of Sociology, University of

London.) Demy 8vo. Cloth, 65s. (Inland Postage 44.)
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Inguranee—continued

91 —— PusLic HeaLTE AND NaTioNaL INsurance. By H.
Meredith Richards, M.D., Deputy-Chairman, Welsh In-
surance Commission. Crown 8vo. 6d. (Inland Postag
1d.) -

—— Stz also Nos. 6, 7.

International Association for Labour Legislation. Sec
Nos. 98, 99.

g2 Inter-Racial Problems. Papers communicated to the
First Universal Races Congress held at the University of
London, July 2629, 1911. Edited for the Congress
Executive by G. Spiller. In English and French.
Encuisa EpITION, 536 pp. Royal 8vo. 7s5.64. (Inland
Postage 5d.) :

924 —— FreENcd* EDITION, .580 pp. Royal 8vo. 7s. 64.
(Foreign Postage, 94.)

93 —— REPORT OF PROCEEDINGS OF FIRST INTERNATIONAL
Races CoNGrEss. Royal8vo. 1s. (Inland Postage 24.)

Ireland.

94 —— HisTorY OF THE COMMERCIAL AND FINANCIAL RELA-
TIONS BETWEEN ENGLAND anD IRELAND. By Alice Effie
Murray, D.Sc. Preface by W. A. S. Hewins, M.A. (In
the Series of the London School of Economics.) Demy

~ 8vo. Cloth, 35. 64. (Inland Postage 44.)

IRISH' NATIONAL FINANCE: PasT, PRESENT, AND
Fyrure. Ilustrated by 10 Coloured Diagram Tables by
E. A. Aston. Demy 4to. 1s. (Inland Postage 3d.)

96 —— PARAGUAY ON SHANNON: THE PRICE OF A POLITICAL
PriesTHOOD. By F. Hugh O'Donnell, M.A. Demy 8vo,
cloth, 6s. (Inland Postage 44.)

97 —— THE Prick of Home RuLe. By L. Cope Comford.
Crown 8vo. Cloth, 1s. Paper, 64. (Inland Postage xd.)

—— See also Nos. 73, 74, 142, 175.

—— Special 12 pp. List of Publications, post fra on
application.

95 ™
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‘Labour.

98 —— INTERNATIONAL ASSOCIATION FOR LABOUR LEGISLA-~
TioN. No. 7. Report of the Sixth General Meeting of
the Committee of the International Association for
Labour Legislation held at Lugano, September 26th to
28th, 1910; together with the Annual Reports of the
International Association, -and of the. International
Labour Office and Appendices. . 4s., (Inland Postage 54.)

99 —— INTERNATIONAL LaBour OFrice. First Comparative
Report on the Administration of Labour Laws; In-
spection in Europe. Presented to the International
Association for Labour Legislation by the Bureau. 4s.
(Inland Postage 2d.)

100 —— JUVENILE LABOUR EXCHANGES AND AFTER-CARE. By
Arthur Greenwood, Head of the Ecotiomics Depart-
ment, Huddersfield Technical College. With an Intro-
duction by Sidney Webb, LL.B. Demy 8vo. 1s.
(Inland Postage 2d.)

Labour Colonies. See Nos. 231-238, 246.

101 Labour Exchange. Lasour EXCHANGE IN RELATION TO
Boy aND GIRL LaBoUR. By Frederick Keeling. Demy
8vo. 6d4. (Inland Postage 134.)

—— See also No. 100.

1014 Labour Party under a Searchlight. Wuen 11 was
CREATED; WHY IT WAS CREATED; WHO, CREATED IT.
A definition of circumstantial evidence. By G. 5. Pen-
fold. Crown 8vo. 3d. (Inland Postage 44.)

Land.

DisTRIBUTION OF LaND. By the Hon. Rollo Russell.
Demy 8vo. 3d4. (Inland Postage 2d.)

103 —— LAND Varuss, RaTing or. Notes on the Proposal
to levy Rates in respect of Site Values. By Arthur
Wilson Fox, C.B. Second edition. Demy 8vo. Cloth,
35. 6d. (Inland Postage 34.)

~—— See also No. 63.
Legislation. Se No. 61, 79, 88-91, 104-111, 135-137.

104 Liberalism, Crisis of. New Issues of Democracy. By
J. A. Hobson. Demy 8vo. Cloth, 6s. (Inland -
Postage 44.)

102
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Licensing., Sez Nos. 54, 212-222, 251.

105 Light Railways Procedure: Reports and Precedents.
Vol.1. By J. Stewart Oxley, M.A., of the Inner Temple,
Barvister-at-Law. Demy 8vo. Cloth, 480 pages 215
_ (Inland Postage 5d.)

106 —— Voi. 1I- By J. Stewait Oxlzy, MA., ass:sted by
S. W. P. Beale, Bamisterat-Law. Demy 8vo. ! 215.
" (Inland Postage 5d.)

Living-in System. .See No. 187.
Local Government.

107 — PROBLEMS. OF LocaL. GOVERNMENT. By G. 'Montagu
Harris, M.A,, Barrister-at-Law; Secretary to the County
-Councils’ Association of England and Wales. Demy
8vo. Cloth. 105 64. (Inland Postage 54.)

108 —— UrsaN District CounciLs : How They Work and
How to Work Them. By J. M. McLachlan, Chairman
Levenshulme Urban District Council, 1g08~9. Crown
8vo. 1s5. (Inland Postage 34.)

WaaT County COUNCILS CAN DO FOR THE PEOPLE.

By W. Thompson. Demy 8vo; paper, 64 ; cloth, 1s,

(Inland Postage 14.)

—— S¢e also Nos, 40, 69-71, 75-80, 110~112, 119, lzo,
122, 127, 128, 144162, 210, 226, 231-246.
" Local Taxation.

110 —— LocaL TaxatioN 1N LoNpoN. By M. E. La.nge
With a Preface by Lord Welby. Demy 8vo. 1s. (Inland
Postage 13d.)

—— See also Nos. 128, 171, 172, 210.
London. -

111 —— TRIBUNAL OF APPEAL UNDER THE LONDON BUILDING
Act. A Manual for Appellants. By Charles H. Love.
Demy 8vo. Cloth, 35, 64. (Inland Postage 34.)

111a—— LonNpon County CounciL. Messrs. P. S. King & Son
are the publishers appointed for the sale of the reports

- and publications - of - the London - County Council.
.Spmal‘f‘"‘,, 1ged under subjects, post free om

109
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London—continued.

112 = LoNpoN MunicipaL GovERNMENT. The History of a
Great Reform, 1880-1888. By John Lloyd, Hon. Secre-
tary and Secretary of the Municipal Reform League.
Large quarto, 72 pp., 21 illustrations, handsomely bound
in half blue calf.  Special edition limited to 200 copies.
Price £x 1s. (Inland Postage 4d.)

113 ~—— MEcHANISM OF THE CiTv. An Analytical Survey ot
the Business Activities of the City of London. By Ellis
T. Powell, LL.B. (Lond.), B.Sc., of the Inner Temple,
Ba;rister—at-Law. Demy 8vo. 3s. 64. (Inland Postage
34.

Lonpon PrIDE AND Lonpon Suame. By L. Cope
Cornford. Demy 8vo. Cloth, 6s; Paper, 1s. (Inland
Postage 34.)

London School of Economics. Sec Nos. 2, 8, 40, 55,
6o, 61, 65, 94, 128, 133, 134, 182, 201, 228, 239.

Lords, House of.

House oF Lorps anNp TaxaTioN. By Ernest E.
Williams, Demy 8vo. 64. (Inland Postage 34.)

116 —— THE Lorps, Their History and Powers, with Special
Reference to Money Bills and the Veto. By Adrian
Wontner, of Gray’s Inn, Barrister-at-Law, Crown 8vo,
15. (Inland Postage 24.)

SEcOND CHAMBERS IN PrACTICE. Modern Legislative

Systems considered in relation to Representative Govern-

ment, the Party System, and the Referendum. Being |

the Papers of the Rainbow Circle, Session 1910-11.

Demy 8vo. Cioth, 35. 64. (Inland Postage 3d.)

See also 199,

118 Machine Drawing. A Text-book for Students preparing
for Science Examinations in Technical and Evening

-Schools. By Alf. P. Hill. Demy 4to. Limp cloth,
25. 6d. (Inland Postage 34.)

-19 Manchester Rivers Department. The Treatment and
Disposal of the Sewage of the City of Manchester.
Annual Report of the Rivers Department for the year
1910-11. With numerous Plans and Diagrams. Price
25. 6d4. (Inland Postage 44.)

114

115
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120 Medical Examination of Schools and Scholars. A
Manual for School Doctors and Educationalists.. A
Symposium of Experts. Edited by T. N. Kelynack,
M.D. With a Preface by Sir Lauder Brunton, Bart,
M.D. Demy 8vo. Cloth, 10s. 64, (Inland Postage 64.)

121 Medical Revolution. A Plea for National Preservation of
Health, based upon the Natural Interpretation of Disease.
By Sydney W. Macllwaine, M.R.C.S,, L.R.C.P. (Ret.).
Crown 8vo. 2s. 64. (Inland Postage 3d.)
Milk.

¥22

PropucrioN oF Pure MiLk. An Account of the
Methods employed at the Infants’ Hospital Farm. By
Ralph Vincent, M.D., Senior Physician and Director of
the Research Laboratory Infant’s Hospital, London.
A lecture delivered in the Lecture Theatre of the
Hospital. Demy 8vo. Illustrated. 64, (Inland Postage
1d.)

—— See also Nos. 83-87.

123 Minorities, Rights of. By George Jellinek, late Professor
of Law in the University of -Heidelberg. Translated
from the German by A. M. Baty and T. Baty, late Fellow
of University College, Oxford, D.C.L., LL.D. Demy 8vo.
1s. (Inland Postage 14.)

Money.

124 ~—— A CORNER IN GOLD AND OUR MoONEY Laws. An
Argument against the Main Defects of our Money
System. With a reprint of the speeches of the Right
Hon. Sir Robert Peel, Bart., in the House of Commons,
1844, on the Renewal of the Bank Charter and the
State of the Law affecting Currency and Banking.
Crown 8vo. Cloth, 2s. 64. (Inland Postage 34.)

12§ —— THER RisE or THE LoNDON MONEY MARKET, 1640
1826. By W. Roosegaarde Bisschop, LL.D. With an
Introduction by Prof. H. S. Foxwell, M.A. Crown 8vo.
5s. (Inland Postage 34.)

Mothers’ Unions. .Ses Nos. 13, 83-87, 122.

126 Motor Traction. Tur Locomorion ProsreM. By Charles
Bright, F.R.S.E., M.LE.E. Demy 8vo. 1s. (Inland
Postage 134.)
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!
127 Municipal Manual: A Description of the Constitution
and Functions of Urban Local Authorities. By A. E.
Lauder. Crown 8vo, 3s. 64. (Inland Postage 44.)

Municipal. See Nos. 40, 54, 56, 57, 58, 60, 62, 6g-71,
75-80, 83-87, 100, 101, 105-112, 128, 182-186, 210, .
225, 226, 231-241.

128 National a.nd Local Finance, . A Review of the
Relations between the Central and Local Authorities in
England, France, Belgium, and Prussia during the
Nineteenth Century. By J. Watson Grice, D.Sc.. With
a preface by Sidney Webb, LL.B. (In the Series of
the London School of Econom;cs.) Demy 8vo. Cloth,
1os. 64, (Inland Postage 54.) )

Natlona.l Defence. See No. 129, 248.
National Insurance Act. Se Nos. 8891, 121.

National League for Physical Education and Im-
provement. See Nos. 69, 70, 165.

Nationalisation of Ra.llways. See Nos. 173—175, 180,

Navy.
129 —— THE BETRAVAL: Being a Record of Facts concerning
Naval Policy and Administration from the year 1902 to
- the present time, By Admiral Lord Charles Beresford,
M.P. Crown 8vo. 25 6d4. (Inland Postage 34.) -

—— See also Nos, §0~5a.

:30 Newsara. A Socialist Romance, with a Chapter on Vac-
cination. By Epwarp G. HereerT, B.5Sc. Demy 8vo.
6s. net. (Inland Postage 34.)

131-—— Cheap Edition, 1s. net. (Inland Postage 34.)

132 Opium: International : Opium Commission, Shanghai,
February, 1909. Complete Official Report of Proceed-
ings and Reports of Delegations. - In 2 Vols. Volume I.
—Report and Minutes of Proceedings. Volume I1.—,
Reports of Delegations. F'eap folio. About 500 pp.
Price 10s. (Inland Postage 64.)
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Paleography.

133 —— PirE RoLL .oF THE Bismopric oF WINCHESTER,
From the Fourth Year of the Episcopate of Peter des
Roches, A.D. 1207-1208. By the Class in Paleography
at the London School of Economics, under the super-
vision of Hubert Hall, F.S.A. (In the Series of the_
London School of Economics.) F'cap folio, 15s. (Inla.nd
Postage 5d4.)

134 Panama Canal. From the Point.of View of Intemahona.l
Law. By Harmodio Arias, B.A., LL.B., sometime Ex-
hibitioner and Prizeman of St. John’s College, Cambridge,
Quain’s Prizeman in International Law, University of
London. Demy 8vo. Cloth, 10s. 64. (Inland Postage 4.¢1)

Parliamentary Papers.

135 ~—— CATALOGUE OF PARLIAMENTARY PAPERS, 180:—1900
A Subject Catalogue of the principal Reports and Papers
published during the nineteenth century—also a few of
earlier date—with prices, and in most cases analyses of
contents. Printed with wide margins for convenience of
librarians and others wishing to make notes, shelf, or
reference numbers, &c. Medium gto. Full buckram,
ys. 6d. (Inland Postage 64.)

136 —— A DecENNiaL SUPPLEMENT to the above, 1901 to
1910. Medium 4to. Full Buckram, 55. (Inland
Postage, 44.)

137 —— ANNUAL AND MONTHLY CATALOGUES OF PARLIA-
MENTARY PAPERS. Fost free on application.

Peace. See Nos. 50, 51, 52, 92, 93, 248.

138 People’s Banks: A Record of Social and Economic
Success. By H. W. Wolff, author of “Co-operative
Banking,” * Agricultural Banks,” &c¢. Third Edition,
Revised and Enlarged. Demy 8vo. Cloth, 600 pages.
6s.  (Inland Postage 6d.)

~— See also Nos. 46, 47, 48, 247.
Philanthropy.

139 — HistorY oF ENGLISH PHILANTHROPY, fiom the Dis-
solution of the Monasteries to the taking of the First
Census. By B. Kirkman Gray. Demy 8vo. Cloth,
7s. 6d. (Inland Postage 44.)
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Philanthropy—continued.

PHILANTHROPY AND THE STATE; OR SocIAL Povitics.
By B. Kirkman Gray. Edited by Eleanor Kirkman
Gray and B. L. Hutchins. A companion volume to
“History of English Philanthropy,” by the same author.
Demy 8vo. Cloth, 7s. 64. (Inland Postage 4d.)

141 Physical Condition of School Children. Report on
the Physical Condition of 1,400 School Children in
the City of Edinburgh, together with some Account of
their Homes and Surroundings. Prepared by a Com-
mittee of Edinburgh Citizens, and published for the
Edinburgh Charity Organisation Society. Royal gto. 5s.
(Inland Postage, 54.)

Political Economy. Se Nos. 1-4a, 494, 64, 163, 164,

. 203-210.

14z Political Priests and Irish Ruin. By F. H. O’Donnell,
M.A,, author of “ A History of the Irish Parliamentary
Party.” A Second Edition, revised and brought up to
date, of the author’s previous work Paraguay on
Shannon.” Demy 8vo. 1s. (Inland Postage 34.)

143 Political Socialism: A Remonstrance. A Collection of
Papers by Members of the British Constitution Asso-
ciation, with Presidential Addresses by Lord Balfour
of Burleigh and Lord Hugh Cecil. Edited by Mark H.
Judge. Crown 8vo. Paper boards, 1s. net; cloth,
15. 64. (Inland Postage 3d.)

Poor Law.

144 —— Poor Law. Administrative Reform and the Local
Government Board. By ). Theodore Dodd, M.A.
Crown 8vo. ° 1s5. 64. net. (Inland Postage 24.)

145 —— COUNTY COUNCILS' ASSOCIATION'S PROPOSALS FOR
PoOorR Law ADMINISTRATION, after consideration of
Majority and Minority Reports. Containing also views

140

of Royal C issioners on the Sch Demy 8vo. 1s.
(Inland Postage 2d.)
146 —— DESTITUTION AND SUGGESTED REMEDIES. No. T of a

Series of Manuals edited by The Catholic Social Guild.
With Preface by the Right Rev. Mgr. Parkinson, D.D,,
President of Oscott College, Birmingham. Demy
8vo. 6d. (Inland Postage 1}d)
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Poor Law—continued.

147 —— DESTITUTION CONFERENCE : Report of the Pro-
ceedings of the National Conference on the Prevention
of Destitution, held in Westminster, 1911. In one
volume. 8vo. 10s. 64. (Inland Postage 54.)

The Conference was divided into Five Secrions, and
Reports of the Proceedings can be obtained separately,
price zs. 64, each. (Inland Postage 3d.)

148 —— THE EncLisi Poor Laws: their History, Principles,
. and Administration.. Three Lectures delivered at the
Women’s University Settlement, Southwark. By Sophia
Lonsdale. Third and revised edition, Crown 8vo. 1s.
(Inland Postage 2d.)

149 —— THE Damise Poor RELIEF SYsTEM: an Example for
England. By Edith Sellers. An account of the Poor
Relief System as practiséd in Denmark, which is generally
considered to be a model of its kind, Crown 8vo.
" Limp cloth, 2zs. (Inland Postage 24.)

History ofF THE ENGLISH Poor Law, 9z4~x853,

In connection with the legislation and other circum-
stances affecting the condition of the people. By Sir
George Nicholls, K.C.B. Revised edition, with a Bio-
graphy and Portrait of the Author. 2z vols. Demy 8vo.

. Cloth, 10s. 64, net. (Inland Postage 74.) o

VoL. 3: 1834~1898 by Thomas Mackay. Deuiy 8vo.
7s. 6d. net.  (Inland Postage 64.)

The set of 3 Vols, 155.  (Inland Postage 10d.)

153 —— MEeMORANDUM ON THE REPORTS OF THE RovaL
ComMISSION ON THE Poor Laws. By Sir Arthur Downes,
of the Local Government Board. Demy 8vo. 2d.
(Inland Postage 3d.)

154 —— MEMORANDUM ON THE REPORTS OF THE RovaL
ComMissioN oN THE Poor Laws. By Octavia Hill.
1d. 75, 6d. per 100 copies. (Inland Postage 4d.)

155 —— MivoriTy REPORT: A Criticism. A Summary of
which appeared in the Zimes of June 19, 1910, Demy
8vo. 6d. (Inland Postage 1d.)

lso

151

152
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Poor Law—continued.

156 —— OUR TREATMENT OF THE Poor. By Sir William
Chance, Bart.,, M.A. Crown 8vo. Cloth, 2s. 64. (Inland
Postage 3d.)

157 —— THE PoorR anp THrR Rigurs. How to Obtain
them Under Existing Legislation. By J. Theodore Dodd,
M.A., Guardian and Councillor for the City of Oxford.,
Demy 8vo. 6d4. (Inland Postage 1d)) -

158 —— Poor Law Rerorm, 272 TERTIA. The Case for the
Guardians. By Sir William Chance, Bart, M.A.
Crown 8vo. Paper, 1s. Cloth, 15. 64. (Inland Post-
.age 3d.)
159 —— THE STARTING PoINT OF Poor Law RerorM. The
Principles in Common, and at issue, in the Reports of
_the Poor Law Commission. By John H. Muirhead,
M.A,LL.D. With an Introduction by Sir Oliver Lodge,
- LL.D, F.R.S. Second Edition. Demy 8vo. Cloth
back, 2s5. (Inland Postage 34.)
159A—— Special Edition in paper covers for sale in quantities
of not less than 5o at 64. each.
160 —— Poor Law CONFERENCES : Annual Bound Volumes of
Reports of the Poor Law Conferences from 1897 to
1910-11. Price 125. each. (Inland Postage 54.)

* 161 —— Poor Law OrpDERs. Amanged and Annotated by
H. Jenner-Fust, M.A., J.P. Second edition. Royal
8vo. 42s. net. (Inland Postage 6d.)

162 —— Poor Law Orpers (Supplement to). The Relief
Regulation Order, 1911, and the Boarding-Out Order,
1911, with other Orders relating to the Administration of
Relief, together with Introduction, Notes, and Explana-
tions. Being a supplement to the above volume issued
in 1907. By Herbert Jenner-Fust, M.A,, J.P., late a
General Inspector of the Local Government Board.
Royal 8vo. ss. (Inland Postage 44.)

— See also Nos. 231-240, 242-246.

163 Prices, Course of Average Prices of General Commodi-
ties, 1820-1907. Compiled by Augustus Sauerbeck,
F.S.S. Royal 4to. With folding Diagram. 1s. (Inland
Postage 1d.) .
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Printing Trades. Se No, 252.
Prize, Law of. Sz Nos. so, 51, 52..

164 Production and Distribution. A History of the
Theories of Production and Distribution in English
Political Economy from 1776-1848. By Edwin Cannan,
M.A., LL.D. Second edition. Demy 8vo. Cloth,
105. 6d, (Inland Postage 5d.) .

165 Progress' Cmc, Social, and Industrial. The Quarterly
Magazine of the British Institute of Social Service. 6d.
(Inland Postage 24.) Annual Subscription, zs. 6d.

post free.
Contains the Official Record of the National League for
Physical Education -and , and information re-

garding Foreign Somal Activities. -
A full list of all Pablications on Social Topics, mcludmg
Articles in Periodicals during the preceding quarter, forms
an invaluable feature of each lssue
166 — SupjecT INDEX FOR Five YEARS. Royal 8vo. 6a.
(Inland Postage 4.) : .

" Protection.
161 —— PROTECTION IN CANADA AND AUSTRALASIA. By C. H
’ Chomley, B.A.,, LL.B. - Crown 8vo. Cloth, 3s. 6d.
- {Inland Postage 34.) B )
168 —— ProTECTION IN France. By H. O. Meredith, M.A.
Crown 8vo. Cloth, 3s5. 64. (Inland Postage 34.)

169 —— PROTECTION IN GerMANY. A History of German

Fiscal Policy during the Nineteenth Century. By
. William Harbutt Dawson. Crown 8vo. Cloth, 3s. 64.

‘. (Inland Postage 3d.)

170 ProtECTION IN THE UNiTED STATES. A Study of
the origin and growth of the American Tariff System
and its social and economic influences. By A. Maurice
Low. Crown 8vo. Cloth, 35.64. (Inland Postage 34.)

e Se¢ also Nos. 17, 36, 64, 198, 203—209.
Public Finance, R ..

171 —— NATIONAL MILLSTONE AND ITS REMOVAL: A Plea

for Sound Finance. A W. Aldexson. Demy 8vo.
6d. (Inland Postage i:i L
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Public Finance—continued,

THe KING’s REVENUE. An account of the Revenue
and Taxes raised in the United Kingdom, with a short
history of each Tax and Branch of the Revenue. By
W. M. J. Williams. Demy 8vo. Cloth, 6s.. (Inland
Postage 44.) .

Public Health. .Sesc Nos. 6971, 75-80, 83-87, 91, 120,
122,

172

Racial Questions. See Nos. 92, 188, 197.
Railways.
173 —— GERMAN 9. BriTisH RaiLwavs: With Special Refer-
ence to Owner’s Risk and Traders’ Claims. By Edwin
A. Pratt, Author of “ Railways and Nationalisation,”
1907. Demy 8vo. 1s. (Inland Postage 144.)

174 —— STATE RaiLwAYs : Object Lessons from other Lands,
By Edwin A. Pratt, Author of “ Railways and Nationali-
sation,” 19o7. Demy 8vo. 1s. (Inland Postage 2d.)

175 —— IRiSH RAILWAYS AND THEIR NATIONALISATION. By
Edwin A. Pratt, Author of “ Railways and Nationalisa-
tion.” Demy 8vo. 6d4. (Inland Postage 14.)

176 —— THE RaiLway CLERK’S AsSISTANT. By Geo. B.
Lissenden. Crown 8vo. 1s.64. (Inland Postage 34.)

177 —— THE RaiLway TRADER'S GUIDE, to Forwarding,
Receiving, Railway Charges, and all other Matters
incidental to Transactions with the Railway Companies.
By Geo. B. Lissenden. Royal 8vo. Cloth. 250 pp.,
including 48 pp. of Ready Reckoner, in addition to
other tables and specimen forms. 7s. 64. (Inland
Postage 5d.)

178 —— MoNTHLY BULLETIN OF THE INTERNATIONAL RaiL-
way CONGRESS AssociaTioN (English edition). Illus-
n-at;,d Single numbers vary in price from 2s. to 6s.
eac]

C 179 —— Sl;bscription for 1z months, January-December only.
245,

180 —— RaILWAYS AND NaTioNALisaTION. By Edwin A.

Pratt. Crown 8vo. Cloth, 2. 6d. (Inland Postage 4d.)
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Railways—aontinsed.
18x —— TrE Sarery or BrimisE RaiLwavs; or Railway
Accidents, how caused, and how prevented. By H.
"Raynar Wilson. Crown 8vo. Cloth, 3s. 64 (Inland
Postage 3d)
—— Se¢ alse Nos. 105, 106.
Rates.

History or LocaL Rates 1N ENcLAND. In relation
to the proper distribution of the burden of taxation.
By Edwin Cannan, M.A., Professor of Political Economy
in the University of London. Second Edition. Crown
8vo. Cloth, 3s. 64. (Inland Postage 34.)

183 —— RaTEs: Being the Revenne and Expenditure of
Boroughs and Urban District Councils of 10,000 or
more inbabitants (England and Wales) and
compared. By C. Ashmoré Baker, AM.LELE Feap
folio. Paper boards, 2s. 64. (Inland Postage 3d.)

184 —— RATING AND ASSESSMENT IN LONDON. Quinquennial
Valuation, 1910. A Guide for Officials and Ratepayers,
with inforination as to the Principles upon which the
Valuation is made, and as to how the Valuation is
tested and in a Proper Case reduced or otherwise adjusted.
By Edwin Austin, of Gray’s Inn, Barmister-at-Law.
Cn;wn 8vo. Cloth, 25. Paper, 1s. (Inland Postage
2d. :

—— Sez also Nos. 107110, 127, 128, 270.

Rating of Land Yalues. Sec Nos. 63, 102, 103.‘
Referendum, See Nos. 104, 116, z01.

Representation. Sez No. 123.

Rural Districts. Sez Nos. 1-4a, 71, 79, 80, 189-191, 198.

185 Sanitary Inspector’s Guide. A Practical Treatise on
the Public Health Act, 1875, and the Public Hesalth
Acts Amendment Act, 1890, so far as they affect the
of Nui By H. in-Cannon.
men8vo Cloth, 3s. 64. (Inlandl’ostage;l)

San Thome and Principe, See No. 188.

182
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Schools for Mothers. Sec No. 69.

Schools, Medical Inspection of. See No. 120.
Second Chambers. Ses Nos. 104, 115-117, 199.
Sewage Disposal. .Sec No. 119: .

186 Sewage Works Analyses. By Gilbert J. Fowler, F.1C.
Cloth, illustrated. (New edition in preparation.)

Shop Assistants. .
187 —— SHOP SLAVERY AND EManciraTION. A Revolutionary
Appeal to the Educated Young Men of the Middle
. Classes. By William Paine. With an Introduction by
H. G. Wells. Crown 8vo. Cloth, zs.; paper, 1s.
(Inland Postage 24.)
Site Yalues. .See Nos. 63, 102, 103.
Slavery.

188 —— SLAVE TRAFFIC IN PORTUGUESE AFRICA. An Account
‘of Slavery and Slave Trading in Angola and of Slavery
in the Islands of San Thome and Principe. By H. R.
Fox-Bourne. Demy 8vo. 1s. (Inland Postage 14.)

Small Holdings. .

189 SmaLL HoLDERs: What they must do°to succeed. With
a chapter on the revival of country life. By Edwin A.
Pratt. Crown 8vo.. Cloth back, 1s. (Inland Postage
34)

190 —— SMaLL Howpings CoNTROVERsY. Ownership .
Tenancy. By Mrs. Roland Wilkins (L. Jebb). With
a Prefatory Letter by the Marquis of Lincolnshire.
Demy 8vo. zd. (Inland Postage 4.)

191 — RuURAL DeveLOPMENT AND SmMaLL HoLbings. Official
Report of the Proceedings of the National Congress held
at the Crystal Palace in connection with the Festival
of Empire, October 18-20, 1911. With an Address by
the Marquis of Lincolnshire, K.G., P.C., ex-President of
the Board of Agriculture. Crown 8vo. 2s. net. (Inland
Postage, 34.)

—— See also Nos. 1-44, 109.

192 Social Democracy, New. A Study for the Times. By
J. H. Harley, M.A,, late Scholar of Mansfield College,
Oxford ; Vice-President of the National Union of Jour-
nalists. Demy 8vo. Cloth, 65s. (Inland Postage 44.)
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Socialism. Se Nos. 65, 104, 130, 131, 143.-

- 193 Spencer. "Hetbert Spencer Refutes recent Misrepresenta-
tions.- Professor Bourne’s defamatory attacks met by
excerpts culled from the Philosopher’s works, By Alfred
W. Tillett. Crown 8vo. 64. (Inland Postage 4d.)

State. - } I '

194 —— THE PROVINCE OF THE StaTe. By Sir Roland XK.
Wilson, Bart: Author of “ A Short History of Modern
English Law,” &c., 191x. Demy 8vo: Cloth, 75, 6d.
(Inland Postage 44.)

—— StaTE RaILwWavs, See Nos. 173, 174, 180.

* ‘Btatisties.

195 —— AN ELEMENTARY MANUAL OF STATISTICS. By Arthur
L. Bowley, M.A, F.S.S, Reader in Statistics in the
“University of London. Author  of *Elements of
' Statistics,” &c.- Demy 8vo. Cloth, 55. (Inland Pos-
tage 4d.) ,

196 ~—— ELEMENTS OF STATISTICS A Text Book for the
use of students, actuaries, bankers, &c. By A, L.
Bowley, M.A. Third and revised edition. (In the
Series of the London School of Economics.) Demy
8vo. Cloth. Numerous Diagrams. 10s. 64. (Inland
Postage 54.) -

197 Subject Races, Nationalities and. Report. of Con-
ference held in Caxton Hall, Westminster, June 28-30,
1910. Demy 8vo. Cloth, 3s. 64. (Inland Postage 44.)

——— See also-No. 92.

198 Sugar Convention, 1903-1810, Seven Years of the.
A Vindication of Mr, Chamberlain’s Imperial and
Commercial Policy. By Ralph T. Hinckes, M.A.
Crown 8vo. 34. (Inland Postage 34.)

199 Supreme Senate and a Strong Empire, A. By R. V.
Wynne. F'cap 8vo. 64. (Inland Postage 44.)

Sweating System. :
SWEATED LABOUR AND THE TRADE BOARDS ACT.
Edited by the Rev. Thomas Wright, President of the
Hull Branch of the Catholic Social Guild. No. IL of
*a Series of Manuals Edited by the Catholic Social Guild.
Demy 8vo. 64. (Inla.nd Postage 144.) +

200
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201 Switzerland, Referendum in, -By M. Simon Deploige.
With a letter on the Referendum in Belgium by M. J.
van den Heuvel. Translated by C. P. Trevelyan, M.P.,
and edited with notes, introduction, bibliography and
appendices by Lilian Tomn. (In the Series of the
Yondon School of Economics) Crown 8vo. Cloth,
7s. 64. (Inland Postage 44.)

202 Tammany Hall, History of. By Gustavus Myers.
Crown 8vo. Cloth, 7s. 64. (Inland Postage 44.)

Tariffs, and Tariff Reform.

203 —— THE MANUFACTURER AND THE STATE. An Address
by H. Hirst, M.LE.E. Demy 8vo. 64. (Inland
Postage 14.) '

204

IoeaL TariFF anp THE ConstiTUTION. By R. V.
Wynne.. Fcap 8vo. 1s. (Inland Postage 134d.)

Tue Mraning oF TariPr RerorM. By Stephen
Walter, M.A. (Oxon.), of Lincoln’s Inn, Barrister-at-Law.
Crown 8vo. 1s. (Inland Postage 24.)

FiscaL FaLracies: A Comparison with Germany.
By Congreve Jackson. Second Edition. Crown 8vo.
34. (Inland Postage 1d) :

205

2054

206 —— THE REeaL Cask For Tarirr ReForM. Employment
and Wages — How Free Trade *Blacklegs” Home
Labour—Facts for Workmen by a Workman (T. Good).
With a Preface by the Rt. Hon. J. Austen Chamberlain,
M.P. Demy 8vo. 6d4. (Inland Postage 1d.)

STATISTICAL STUDIES RELATING TO NaTIONAL PRO-
GRESS IN WEALTH AND TRADE SINCE 1882: A plea for
further inquiry. By Arthur L. Bowley, M.A. Crown 8vo.
2s. (Inland Postage 24.)

207

208 TariFF CoMMisSION REPORT. List of the volumes
containing Report and Summary of Evidence, Evidence
of Witnesses, Replies to Forms, Tables, and Diagrams
Dealing with Iron, Steel, Textile, Agriculture, Engi-
neering, Pottery, Glass, Sugar and Confectionery. Post
free on application.
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Tariffs, and Tariff Reform—onsinued.

209 THe TarirF Prosrem. By Professor W. J. Ashley,
of the University, Birmingham. Third Edition. Crown
8vo. Cloth, 3s. 6d.. (Inland Postage 34.)
—— See Nos. 17, 22, 36, 64, 167-170, 198.
Taxation. N
210 —— TaAxaTiIoN AND LocaL GovernMent. By J. C.

Grabam. Fourth Edition, revised and brought up-to-
date. By M. D. Warmmgton. Crown 8vo. Cloth, 2s.
(Inland. Postage 3d.)

" —— See also Nos. 39, 63, 103, 107-109, 115, 128, 167—
172, 182-184."

211 Telegraphic Communication, Imperial. By Charles
Bright, F.RS.E, M.Inst.CE., M.LE.E, Consulting
Electrical Engineer to the Commonwealth of Australia.
1915. Crown 8vo. Cloth, 3s. 64. (Inland Postage, 3d.)

Temperance Reform.

TEMPERANCE LEGISLATION LEAGUE PUBLICATIONS.

212 —— 1. A SHORT ExposiTiON OF Poricy. Price 1d,, or
6s. per 1o00.
213 2. THE Prace aNDp ScorE orF LocaL VEro IN

TEMPERANCE REFORM. Price 1d., or 6s. per 100.

3- COUNTER-ATTRACTIONS TO THE PUBLIC-HOUSE.
Price 1d., or 6s. per 100.’

214

215 —— 4. Toe Power or THE LiQuor TRADE. NAT!ONAL
Ipears v. TraDE ProriTs. Price 1d., or 6s. per 1oo.

216 —— 5. LICENSING JUSTICES AND THE COMPENSATION
Levigs. Price 1d., or 6s. per 100.

217 —— 6. TRADE UNIONS aND PubLIC-HOUSES. Price 14,
or 6s. per xoo.

218 —— 7. A GerMaN Goop TeMpPLAR’S VIEW OF THE
GOTHENBURG SYSTEM. Price 1d., or 6s. per 100.

z:g ~—— 8. MAIN PRINCIPLES AND PRroPosaLs. Being &
Speech on the Policy of the League by Arthur Sherwell,
M.P. Price 14, or 6s. per 100.
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Temperance Reform—continued,

220 9. A ScorTisH PRroHiBITIONIST'S TRIBUTE TO THE
NORWEGIAN ‘Samrac’ SvstEm. Price 14, or 6s.
per 1o0.

221 10. LICENCE REDUCTION UNDER THE ACT OF

1904. By Arthur Sherwell, M.P. Price 1d, or 6s.
per 100.

222z Temperance - Reform in the United States. Com-
piled by A. W. Richardson. With coloured Map. 24.
(Inland Postage, 44.)

See also No. 54.

Thrift.

223 —— APPROVED MEeTHODS or Thrirr. With a list of
societies for its promotion. By Mrs. A. H. Johnson.
Issued for the National Union of Women Workers
of Great Britain and Ireland. Demy 8vo. 3d. (Inland
Postage 44.)

224 —— INsTITUTIONS FOR THRIFT. By Sir Edward Brabrook,
C.B., F.S.A. A usefullittle book for members of working-
men’s clibs, friendly societies, building societies, and
other institutions of a similar nature, Crown 8vo.  64.
(Inland Postage 1d.)

225 ——— THRIFT MANUAL. A Manual on Thrift for the use
of Teachers in Primary Schools. With a Preface by
Sir Edward Brabrook, C.B. Demy 8vo. Limp cloth, zs.
(Inland Postage 23d.)

—— See also No. 15.
Town Planning.

THE PracticAL APPLICATION oF TOWN PLANNING
Powers. Report of a National Town Planning Con-
ference held in the Guildhall, London, on December 10,
19og. Papers and Speeches by Thomas Adams, J. W.
Willis Bund, K.C.,, W. R. Davidge, H. V. Lanchester,
A. R. Stenning, H. Inigo Triggs, Raymond Unwin,
Paul Waterhouse, and Professors S. D. Adshead, Patrick
Geddes, and Beresford Pite. Edited by Ewart G. Culpin.
Demy 8vo. 1s. (Inland Postage 234.)

—— See also Nos. 75-80.

226
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Trade Boards. Se¢ No. zoo.
Trade Unions.

227 Lecar Posrrion or Trabe Unions. By Henry
Herman Schloesser and W. Smith Clark, M.A,, LL.B.,
of the Inner Temple, Barristersat-Law. Demy 8vo.
Cloth, %s. 64. (Inland Postage, 44.)

228 Tur TaiLoriNng Trapk. (In the Series of the
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With a Preface by Sidney Webb LL.B. Crown 8vo.
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229 Trabpe UntoNs aND TBE Law. By W. V. Osbome

and Mark H. Judge. Demy 8vo. 64. (Inland
Postage 1d.)
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the Department of Economics and Political Science of
the University College of South Wales and Monmouth-
shire. Edited by H. Stanley Jevons, M.A,, B.Sc. 2s.
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232 ——— Second : From MAY 12, 1906, to June 30, 1907. 1Is.
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236 —— REPORT OF A TEMPORARY CoOLONY AT GARDEN CiTY
for Unemployed Workmen in 1905. Carried out by
Trinity College (Oxford) Settlement, London. Demy 8vo.
6d. (Inland Postage §d.)

237 —— Tue UnemprovaBLes. .By Edmond Kelly, M.A.
With a Preface by Sir William Chance, Bart, M.A.
Contains a full account of the Swiss Labour Colonies
in the Canton of Berne, Crown 8vo. 64. (Inland
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238 —— THE UNEMPLOYED: a National Question. By Percy
Alden, M.P. With a Preface by Sir John Gorst, M.A.
Second edition. Crown 8vo. Cloth, zs. (Inland Pos-
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239 —— UNEMPLOYMENT AND THE UNeMPLOYED. A Biblio-
graphy. Prepared by F. Isabel Taylor, B.Sc., Formerly
Senior Student-Assistant in the Library of the London
School of Economics. With a Preface by Sidney Webb,
LL.B. (In the Series of the London School of Econo-
mics.) Demy 8vo. Cloth, es. Paper, 1s. 64. (Inland
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240 —— THE Sun’s HEAT aND TRADE ACTIVITY As A CAUSE
ofF UNEMPLOYMENT. By H. Stanley Jevons, M.A,
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See also Nos. 89, go, g8-101.
United States of America. Se Nos. 57, 58, 117, 134,
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242 —— GLIMPSES INTO THE Asyss. By Mary Higgs. An
account of the personal explorations undertaken by Mrs.
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Crown 8vo. Cloth, 35. 64. (Inland Postage 4d.)
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243 —— THE History SHEET or CASE-PAPER SvsTEM. A
collection of Papers read at various Poor Law Con-
ferences, with the Discussions thereon and Specimen
Forms in use in various Unions. With an Introduction
by Sir William Chance, Bart. Crown 8vo. Cloth back,
2s. (Inland Postage 34.)
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1 C 1 on V: y, 1906. With answers
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245 —— A Vicar as VacraNT. By Rev. G.-Z. Edwards
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Demy 8vo. 2d4. (Inland Postage 3d.)
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Labour Houses. By William Harbutt Dawson Crown
8vo. §s. (Inland Postage 44.)

—— See also Nos. 144-162, 231-240.
247 Yxllage Banks. How to Start them; How to Work
them; What the Rich may do to Help them, &c.
By H. W. Wolff. Crown 8vo. 64. (Inland Postage 3d.)

248 War. THE EXTINCTION IN PERPETUITY OF ARMAMENTS
AND WaAR. By A. W, Alderson. Demy 8vo. Cloth,
7s. 6d. (Inlnnd Postage 3d.)

249 What t0 Read on Social and Economic ‘Subjects. ‘An
Interleaved Bibliography. Fifth Edition. Demy 8vo.
Clioth, 2s. ; paper, 1s. (Inland Postage 3d.)

Women. -
250 —— EDUCATED WORKING WoMEN, The Economic Posi-
tion of Women Workers in the Middle Classes. By
Clara E. Collet, M.A. Crown 8vo. Cloth, 2s. 6d. ;
paper, 25. (Inland Postage, 34.)

WomENw As Barmams, Published for the Joint

Committee on the Employment of Barmaids. With

an Introduction by the Bishop of "Winchester. Demy
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Women—continued.

252 —— WOMEN IN THE PRINTING TRADES: A Sociological
Study. Edited by J. R. MacDonald, M.P. With a
Preface by Professor F. Y. Edgeworth. Demy 8vo,
Cloth. Diagrams. 2s5. 64. (Inland Postage 44.)

—— See also Nos. 75-78.

‘Workmen.
253 —— How THE EnNcLisH WORKMAN Lives: Being the
Experiences of a German Coal-miner in England,
Ernst Ditckershoff. Translated by C. H. d’E. Lepping-
ton. Crown 8vo. 1s. (Inland Postage 13d).
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Law of War in Relation to the Private Citizen. By
A. Pearce Higgins, LL.D. (In the Series of the London
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Woman Suffrage: A National Danger. By Heber Hart,
LL.D. Crown 8vo. Paper, 1s.; cloth, 15, 64. (Inland
Postage 13d.) (Special prices for quantities.)
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