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PREF ACE . 

• 

I VEXTURE to bring together these articles on 
the recent Depreciation of Silver, and on the rc
cent Exchanges with India, though I am well awarc 
how incomplete a view they give of the complex 
subjects to which they relate, and how disagree
ablc to read a collection of such papers almost 
neces...'ID"ily is. If I could, r would have rewritten 
the ,whole of them in a more systematic form. 
But I have no time or strength at my disposal 
for such a task, and I am obliged, therefore, to 
usc this substitute. To elucidate some parts of 
the chain of reasoning, I have added· the evi
dence which I gave on one or two. points 
before .lIt-. Goschen's Committee on the Depre
ciation or Silver, last spring. But even so, there 
is much I should wish to say ~~. addition, both 
in exposition and ill defeJ).ce of the opinions 
which I hold. " 

So far as thc short experience which we havc 
had goes, I think it confirms the vicw takcn in 
these article!. 



IV. Preface. 

!irst, ,I consider that the rise in the price of 
silver from 47 d. last summcr to 55!d. now, shows 
the preceding great fall from 54~d.' last February 
to be only a m~1l1entar~ accident in a new and 
weak market, and not the permanent effect of 
lasting causes. 

Secondly, it has been proved that the demand 
for the countries which use silver as a currency 
is stimulated by Hs cheapness here and in 
America, and that this has carried off the late 
supply. China has taken the lead in so doing, 
mainly because she has had a better and readier 
means of export; but sooner or later, all other 
silver-moneyed countries will do so, according to 
their magnitude and opportunities. 

And these are the two main p'ropositions which 
I wish to establish. 

If these are proved, the practical conclusion 
follows that it· would be absurd to make any per
manent changes 'in our Indian currency or taxa
tion, wpile all the facts upon which such changes 
would be founded are changing so much and so 
rapidly. And though this conclusion does not 
need support, it i~ supported by our uncertainty 
as to the effect of the increased Home charges of 
our Indian Government-sometimes, for shortness, 
called the Indian "tribute "-which, in . a way 
which I have tried to explain, complicates the 
whole subject. 



P,·ejace. v. 

The fertility of the new silver mines in America 
is not very elaborately examined in these articles, 
for even yet there are no sure data· for ns. But 
everything tends to show that the yield of these 
mines is likely to be far less than what was once 
though~ and the difficulty of obtaining ~xact data is 
an additional reason for being very slow to make any 
changes founded on an hypothesis as to the future 
price of silver. As yet no one can prove that the 
permanent val~e of silver---:-whether in relation to 
gold or in_ relation to commodities at large-will 
change so much as to rendei- any alterations 
necessary. 

[The Preface, as above written, was sent to the printem about the 
beginning of Yareh. It is believed that Mr. Ba.,~ot at one tim!, 
rontemplated making additions to it, but no memoranda have been. 
left ~tOry of his last intentions. 

Ecolwmi8t Office, April, 1877.] 
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APPENDIX . 
• 

EVIDENCE BEFORE THE SELECT COMMITTEE 

ON DEPRECIATION OF SILVER. 

MONDAY, 8TH MAY, 1876. 

MEMBERS PRESENT: 

MD. BAXTEB. 
MB. CAVE. 
MD. CHBISTOPHBB BECKETT 

DENISON. 
Ma. FAWCETT •. 

MD. GOSCDN. 

LoRD GEOBGE IIAMILTON. 

MB •. HEuMON. 
MD. KmlUU.N HODGSON. 
MD. HUBBARD. 
MD. MASSEY. 

Sm CHARLES MILLS. 

MR. SHAW. 

The RIGHT HON. GEORGE JOACIWI GoSCHEN, in the Chair. 

MR. W.lLTIlB BAGEHQT, called in; and Exami1ltJd. 

CHAmHAN. 

1361. You have been for many years, I believ6, the Editor of the 
Economiat !-Yes. 

1362. I think you have given particular attention to this Silver 
question !-Yes. 

1363. Have you considered the relation between the depreciation 
of silver and the Indian exchanges ?-I have devoted a certain 
amounb of attention to it, and it appears to me to be almost certain 
that the first immediate effect of the depreciation of silver will be to 
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cause an unfavourable balance of trade with the East; and, in con
quence, a great export of sil:ver to the East. 

1364. It has been alleged that the depression of, the Indian trade 
has in part contributed already'to the depreciation of silver ¥-I 
should hardly like to give an opinion on such a point without read
ing the evi~ence which has been given before this Committee, which 
I understand has on this head been contradictory; it apJ;lears to me 
that, to a great extent, the depression in the trade has been common 
both to exports and imports i and, therefore, would not affect the 
balance of trade, or, in consequence, the exportation of silver to the 
East. 

136~. ~f th~ fall in the value of the crops exported from India to 
England had been comp~n-sated by a corresponding diminution in 
the exports from England to India, trade might be depressed, but 
the price of silver would remain unaffected ¥-Quite unaffected, as 
far as thal goes. . 

1366. Do you share in the view that has been expressed that the 
drafts of the Council of India have contributed considerably to the 
depreciation of silver ¥_I should rath!lr put it in this way, that the 
drafts\n India represent an increase in the tribute, a beneficial tribute 
no doubt, which India pays to this country, and, of course, that 
being a payment which she has to make, alters the exchange, tends 
to make it unnecessary to remit silver from this country, and, there
fore, diminishes the demand, for silver. 

1367. Do you believe that the fall in the price of silver has 
operated unfavourably, or is calculated to operate unfavourably, on 
Indian trade, either temporarily or permanently ¥-i should say that 
the effect of the depreciation 9f silver w~ to cause an iIulreased ex
port of goods from India to this country, a diminished export from 
this country to India, and, in that manner, to cause an unfavourable 
balance of trade. 

1368. Could you explafu that a little more fully to the Com
mittee '-I think the fucrease of the export of goods from India to 
this country will arise in this way: a merchant' in London, who is 
thinking of importing goods from the East, looks at the price current 
in .calcutta, and he sees the price quoted in rupees. The merchant 
in London is in possession of sovereigns in London, therefore he has 
two operations; first, he has to buy his rupees in India; nen, with 
those rupees he has to buy the article which he saw in the price 
current. The question of profit and loss to him is compounded of 
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the result of those two operations; if, therefore, he can buy ~ 
rupees in Calcutta on more favourable terms, he will find it to his 
interest to go into a speculation which would l!.ot otherwise be pro
fitable. If he can get rupeel! at b. 8d. instead of 2s., and hI! can 
buy his goods ~ Calcutta ~th, thE) sam,! number of rupees, that is 
so much extra gain to him. Conversely, the English exp,orter of 
goods to the East will receive payment in rupees, av.d, hI! will haV4i\ 
to sell thOSE) rupees ;. and if he sells them for a less amount of s~ve
reigns, he will suffer a loss, and that is a discouragement to exporting 
from this country to IDdia. The result of these two operations, of 
the encouragement of exports from Jnilia to this country, and the 
discouragement of exports from hence to India, necessarily is an in
crease of the balance which this country has ~ pay to India, ail4 
consequently a flow of silver to the East. 

1369. And is, so far, a counterbalancing element teJ;lding ~ raisl! 
the price of silver IIIJ compared with the other ca\lS611 whic~ ha"Q. 
been mentiflned, which might depress the price of JIilved""':'Quitl! so; 
and I should say a cause of evel! greater magnitude than any whioh 
tend to depress it. 

1370. It is a rectifying cause,¥-A rectifying cause, and a rectify"' 
ing cause of the first magnitude, because what I have said extends !lot 
only to India, but to all' countries which have a. silver OllrrIl!lCY. T1).ose 
countries, are the groat, majority of the world; the oirculatio~ of 
silver in those countries is something enormous, and to, an those 
countries you will have to send a ceJ,tain amount, if the depreciation 
of silvef continues. The quotations. of prices in all those countries 
are made in silver. Traden with those countries have to go through 
the operation both ways, as to exports, and imports, which I have, 
described, in silyet. As to all those countries, 'there will be ~ bounty 
OD, exporting from them, and a discouragement to importing into 
them, and in consequence to every one of those there will \Ie ~ flow. 
of silver. ' . 

1371. In order that the Committee may thOJ;,oughly possess thEjm
selves of. those particular points, do I understand you correctly that 

, the operation is as follows: a depreciation of silver in In~ and the 
depreciation of the Indian exchange have the following effect, that a 
London merchant desiring to speculate in Indian produce, will be 
~ble with his gold to buy a larger number of rupees; av.d that if the 
prices temain stationary in India, he will, having a Iarget number of 
rupees, be able to buy the exports of, India at a cheaper tate him-
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self, and therefore make a larger profit ~-Yes, that is one side of the 
operation. 

1372. And, on the other side, that the exporter of goods from this 
country to India will realise, if the prices have not risen (which is 
the same supposition), the same number of rupees in India, but in 
turning them, into gold, he will find that the identical number of 
rupees will furnish him with a smaller amount of gold in return here 
for his outlay, and that therefore he will make a less profitY-Yes, 
that is exactly my meaning. 

MR. FAWCETT. 

1373. That opinion, though, is based on the supposition, that as 
the depreciation 'of silver continues the prices remain stationary, is 
it not ¥ But very soon after the depreciation commences in those 
countries, where' silver is a standard of currency, the rise in prices wilt" 
be exactly proportioned to the dep~eciation ofsilver ¥-When it is, 

-orcoUrse, theenoouragement IS m'tharawn:--------
1374. AIter all, the depreciation of a metal which is chosen for 

the standard of currency is measured and is marked by the rise in 
prices; that is what depreciation of money,means. If you say that 
money is depreciated 10 'per cent., you mean that prices have risen 
10 per cent. ¥-I do not quite understand-the question you ask. 

1375. If gold were depreciated in this 'country 10 per cent., it 
means that gold possesses 10 per cent. less purchasing value I-Yes. 

1376, Or, in othet words, prices had risen to that extent ~-Yes. 
1377. The same way in India, where silver, not gold, is the cur

rency, i,f silver is depreciated to a certain extent, pric~ must rise 
to the same extent, therefore, your reasoning is based on an hypo
thesis which cannot take place in actual life ¥-No; I consider that, 
it is based on the present facts. The purchasing power of gold over 
silver by the English merchants is at this moment increased; gold 
will buy a great deal more silver than it used to do; but the silver 
prices of articles in Calcutta have not been affected. Silver is not, 
as yet, depreciated in the East. It is only during the process of 
depreciation that my argument holds. 

CHAmMAN. 

1378. When I asked you your opinion, I drew, a distinction 
between a temporary effect and a permanent effect; the opinion you 
have stated, I understand you to '!p.ean is, the temporary and first 
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effecH-Yes; as soon as tb,e depreciation of silver, as respects the 
Indian commodities, is equal to ita depreciation as respec~ the gold 
of the English merchant, then the process which I have ,Iescribed 
is at an end. . 

MR. FAWCETT. 

1379. What I understand is this, that for a time, it may be 
shorter or longer, during which the depreciation of silver may take 
place without affecting general prices, you have indicat~d the prices 
. which will exercise an influence to restore-the value 'of silver to its 
former level of value '-The point I wish to make before the Com
mittee is this, that all over the East the process I have described 
will go on, and that to depreciate silver 2 per cent. allover the 
East will require a vast amount of silver currency, because the region 
is so large. No doubt it will' stop when the depreciation of 2 per 
cent., or whatever it may be, has been effllcted, but that will take a 
longtime. . 

CHAIRMAN. 

1380. The first operation is such as you have described; the next 
operation would probably be, would it not, that the prices of com
modities in India would rise '-Yes .. 

1381. While silver had been depreciated i-Yes. 
1382. Then in proportion as the price o!_s.ilv~r rose you would ~

quire a larger amount of silver to do the 'W,!rk than had been usedi 
before ¥-Y ea. 

1383. That increasing need for silver to pay for the aggregate in
crease due to the rise in prices would be 'spread over a: vast surface, 
in your opinion '-Yes, that is my meaning.', 
. 1384. Namely, over the ~ountries with the silver valuation in the' 
East generally i-Yes. 

i385. The great~r demand for silver during this process would 
tend to arrest the fall of silver, pro tanto, in- your opinion '-That 
would be a main cause, supposing other causes whiflh. tend to depre
ciate silver to have the effect which is supposed. 

1386. In the first instance prices might remain stationary for a 
short time; then the flow of silver would, take place to the CO)llltry, 
owing to the encouragement to export and the discouragement of 
import.-Yes. _ 

1387. And when that was past, and prices rose to their level, so 
that there was neither that encouragement nor discouragement, the 
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aggregate amount of silver needed for the commerce of those 
countries would have been increased !-Yes. 

1388.' After a rise of price all over the East, due to the deprecia
tion of silver, more silver would be required for carrying on the 
general trade of those countries than before '-Yes; to a very great 
extent. 

1389. Have you at all calculated the surface covered by what is 
called the silver valuation, as compared with that which is covered 
by the gold valuation !-It used to be said until a few years ago, 
that England and Portugal were the only countries where gold was 
the standard of value; and there were certain countries which had a 
double standard, b~t those were not very many; and all the rest 
were silver. Silver is the normal currency of the world, and from a 
natural cause, because silver is a much .cheaper metal, and is suited 
to those small transactions which constitute the bulk of tlie dealings 
of mankind. 

1390. Have you examined the statistics which are available to the 
public with regard to the aggregate amount of silver and gold in 
various countries '-I have examined them, but I regret to say that 
I do not think they are of such value as to be made the basis of 
BOund reasoning in such inve$tigatjons as this. It appears to me 
that you neither know with certainty the present stock of silver in 
the world, nor are you able to estimate the probable augmentation of 
it; nor do you know the effect which any given per-centage, say 
10 per cent. on the stock, would have' upon its value. The last 
part is a matter which has not even been discussed, I think. 

1391. You would question, after all the study you have given to 
the subject, both the accuracy and the real substantial value of 
figures that go iuto the aggregate amount of ruver and gold in the 
world, and the proportions of the metals to each other '-I do not 
believe they are worth the paper on which they are written. I do 
not consider that anyone knows anything about them, or has the 
means of knowing. 

1392. Tp resume the point of the effect of the depreciation of 
silver on the Indian exchanges, which is one point referred to this 
Committee, can you treat that question as one of exports and im
ports between India and this country ~lone; I have heard a remark 
with regard to the effect upon other countries !-Of course it will be 
evident that if this country has to export silver to the Eas~ it must 
buy that silver somewhere. That silver it win have to buy in 
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America, and therefore a consequence of the new state of things will 
be that the English exporters of goods to some parts of the world 
will be benefited. I do not say the English exporters Df goods to 
America, for probably we shall not pay America direeUy, The 
nature of the tra,de between America and this country is, that 
America sends us direeUy a great deal more than we send her, and 
America buys, in various parts of the world, cotIee, and rice, and 
tea, and a nriety of articles, and that the sellers of those articles 
drsw upon England, and so the balance is struck; we shall have to 
pay~America in some way for the silver, and we shall pay her by 
exporting to the countries from whom she buys some of those 
articles, and therefore, thongh it is perfectly true to say that the 
effect of the depreciation of silver may be unfavourable to the 
English exporter of goods to the East, yet it will. be favourable to 
another class of English exporters, that is to say, those who pay 
America. 

1898. You mean this, that as the silver is to be produced, and 
comes to Europe, or when it comes to Europe, it must be paid for by 
some means t-It comes here, and we must pay for it. We shall pay 
for it, not to America direcUy, in all probability, but by exporting 
goods to various parts of the world where America buys. She buys 
in Brazil, in Cuba, and in the East, and in France, and all those 
countries drsw drafts upon England, and ultimately the account is 
setUed in commodities. 

1894. If America drsws more Eastern produce in consequence of 
producing more silver, and therefore having something to Sen which 
it. can turn into commodities ab~ then a ·certain amount of uew 
purchasing power is giT8n to those countries from which it drsws 
its exports I-Yes. ' 

1395. And that purchasing power they may again avail them
selves of in purchasing from this countryt-yes; such are the 
dimensions of our trad!,> that ultimately they come to buy of us. 
We are the great setUin~house of the world. ~ 

1896. Have you examined the effect of the depreciation of silver 
upon our trade up to this date !-I cannot say that I have made such 
an examination of it as I should like to lay before the Committee, 
especially as I undllfStand that contradiotory opinions have been 
expressed upon it., and I should rather rely on the general principle 
I have stated, because the facts of a paruoular year are far more 
difficult to discover than the general tendencies which operate over 
a long period ?f time. 
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1397. There are so many disturbing causes in any particular 
year ~-Yes; and it is so difficult to get at the precise facts of any 
particular year. Statements may be made as to depression of par
ticular, trades. Well, what does depression mean , The traders 
will not come apd show you their books; you ought to ha,e a com
parative statement of their profits in the period at which the depres
sion is said to commence, and at the period of which you are talking. 
Now no such account is ever given in, and therefore you are' dealing 
with a statement. which you have no means of measuring or testing. 

1398. Do 1 understand you rather to question the p~longed de-
. pression in the Indian trade ¥-1 do not doubt that .there is a great. 
depression in the export trade from this country, and that that arises 
very largely from the causes of which 1 have been speaking. The 
depreciation of silver 'has necessarily caused discouragement to export 
to the East; the people who most call themselves the Eastern .trade 
are the exporters to the East. 

1399. Unless the manufacturers and produCers in our manufacturing 
districts have got stocks of articles already manufactured f~r India 
which they are bound to sell '-No doubt they will have to sell them 
practically at reduced prices, because they will sell them in rupees, 
and when they bring these rupees home they will yield less in sterling 
money .. 

1400. Still if they are manufactured they would be likely to be 
exported i-Yes, and perhaps for other reasons. Some part of the 
export trade; I would not at all say it is true of the Eastern trade, 

o but some amount of trade is carried on by drawing on consignees for 
the creati~n of bills, which bills are discounted i.D. this. country; and 
that trade, which is not of a very healthy descriptiou, will always go 
on, whatever the prices may be. 

1401. Do 1 understand you to mean in very general terms that it 
is difficult to arrest any particular branch of manufacture and export 
the moment it pecomes unprofitable ¥-Verydiffioult indeed. In the 
first plaoe,an amount of fixed capital is sunk in it which has to be 
moved, and people have formed habits and connections; and such a 
general cause as I have been speaking of will not operate perhaps for 
a considerable period of time. 

,1402. The export trade from this country to Ilonother great con
suming country might be prolonged sometimes without its being 
exactly evidence that that export was the r~sult of sound trade and 
permanent causes i-Quite so, without its being at all a conclusive 
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indication that it was such a. trade as ought to be carried on, or such 
a trade as anybody would begin.· 

1403. Would the depreciation of silver have this effect, that it 
would prevent the extension of business or the initiation of new busi
ness while alarm was felt as to the· uncertainty of returnli through 
the fluctuations in silver, but it would ~ot cause an immediate cessa
tion and diminution of the trade t-Yes, it would have that effect, 
it would have a gradual tendency in that direction, a tendency to 
make the export tradll to India cease. 

1404. Turning to another subject, the evidence b~fore the Com
mittee, I think, has been ienerally to the effect that the deprecia
tion _ of silver has been caused by the increased production or the 
impl'eSl!ion produced by the increased production in America, by the 
dcmonetisation in Germany, and by the increaSe of the drafts of the 
Indian Council: do you agree in the existence· of these causes t~I 

, think that those causeS are real,but I think a fourth ought to be 
added to them. 

1405. What is that fourili cause I-A number of States which 
are grouped together in what is called the Latin Union have 
ceased to coin silver ever since the year 1874 in the same manner 
which they did before; as the Committee are aware, the Latin 
Union is a name for five States, France, Belgium, Italy, Switzerlan'h 
and Greece, which up to the year 1874 had what they called a double 
'Btandard~ that is to say, silver and gold were tenders for any amount 
for debts,and the coinage was framed on the relation of 15t to 1. 
Up to that time it was !>pen to anybody to go to the Fre~ch, or any 
other mints, with silver or gold, as the case might be, and get it., 
coined; the consequence of COUl'se was, that the moment metal be
came depreciated, the holders, took it to those mints and hUd it 
coined; but in the year 1874 that process was arrested, because those 
Governments limit~d the amount of silver which they would . coin, 
and if it had not been for that change of policy, all the silver which 
is n~w flooding the London market, and: lowering the price, would 
have been long since in the mints of those countries; it would have 
released gold from them, and the combined effect of the two operations 
would have been, that the comparative value of gold and silver would 
J1ave been very litile altered, probably not at all. 

140G. Without giving an opinion as to whether they did right or 
wl'ong in the steps they have taken, do I understand you to mean 

It 
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that their abstention from purchasing, whereas formerly they were 
buyers, must be added to the effect of the demonetisation in Germany I 
-The operation of the double-standard caused a supply on specula
tion; the moment anyone of the two metals becomes depreciated 
t4ere is a tIlotive to any bullion-dealer to take the depreciated metal 
to the mint, leave it there, have it coined, and with that he can buy 
the appreciated metal and have a profit; in that way, in former times, 
the old silver currency of France was entirely taken away, and gold 
substituted for it, merely »ecause gold was cheaper; in the same' 
way now, if the Latin Union continued to coin as before, gold would 
have been taken away and silver taken back. 

1407, Are you a~are that the stock of silver in the Bank of 
France has increased of late years ¥-Yes, I am aware that it is now 
20 milliJ!!l.s or more. 

1408. You contend that but for their cessation of coinage a larger 
figure than that woula have accumulated ~......,Yes, and gold would 
have been taken away from them. 

1409. To the same amount '-To an equivalent amount, not only 
of France, but the Latin Union generally. -

1410. There has been once or twice before, has there not, in 
France, a change from silver to gold and from gold to silver i-Yes, 
we were enabled to pay India in silver for the cotton we wanted 
during the famine, by getting it from the French currency in this 
way. . 

1411. Was France at that time drained of a large portion of itll 
silver currency i-A very large portion. It was the saying in France 
at that time, "The English have taken away the silver," meaning 
that we had sent it to India. It was quite true that it was bought 
up with gold. . 

1412. Did we pay a premium on silver at the time !-Gold wall 

much depreciated as against, the legal equation, just as silver is nO\1' 
against the ,legal equation, and therefore it was profitable to send 
gold to the Mint. 

i41S. Had the Governments in the Latin Union not curtailed 
their coinage even before the year 1874 ¥-1874 is the first year in 
which they made a treaty on this subject, I think. 

1414. Can you state to the Committee any facts with' regard to 
the legislation -as to Holland ,-It appears to me that the difficulty 
of Holland in this question is far greater than that of any other country, 
because they have, as England has, an Indian Empire, and they hays 
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the same cUl'l'ency in the Indil¥1 Empu'6 as they have at home. They 
are much' in the same position that we should be in if we had a 
rupee currency here, and we thought of demonetising rupees.; It ha& 
been proposed to demonetise the Dutch dollar, which is the coinage 
both of Holland and of Java, and of otller Dutch possessions, which 
circulates in the East to an enormous extent. 

1415. The Dutch dollar-has not yet been demonetised i-It has 
not, .but proposals are constantly being made, and an experimental 
step was made 1ast year towards its demonetisation. 

1416. Was a Bill passed with regard to it ¥-Yes; but like many 
experimental measures, it was very complex; I should not like to 
explain its exact effect; I have had it explained to me in various 
ways; it was a small Act in itself, and only of importance as I\n 
indication of a' policy which was to follow. 

1417. Was it a temporary Act or a permanent Act¥-Tempol'ary. 
1418. To cease when V-To cease very-soon, I think, but I am 

1l0t perfectly certain. 
1419. As a ~tter of fact, when that Act ('.eases, will the Govern

ment of Holland have to make up its mind one way or the other 
again, .and to take some measures i-Either to make' a change, or 
leave things as they are; Holland demonetised gold years ago, and 
has only a silver currency. 

1420. As a matter of fact, without expressing any speculative, 
opinion, they have not yet established a gold'valuation '-No, they 
have greater difficulties in going in that direction than any other 
country. , 

1421. I have seen it stated in Bome publications that Holland was 
one of 'those countries that adopted the gold valuation ¥-That is a 
complete error; many cU'cumstancesmuch impede them in so doing. 

1422. Have they been buying silver or gold latterly to your know
ledge ¥-I could not lay the details before the Committee. 

MR. FAWCETT. 

1423: The Latin Union, or the Latin Convention, cOntinues in 
operation till 1880, does it not ¥-Till some date of that kind. 

1424. Therefore its policy, which you think has been influential 
in assisting the depreciation 'of silver, will continue till the t~e 
when it ceases, when the Confederation breaks up ¥-Not neces
sarily; it has an annual meeting, by which it determines the amount 
of silver which it will coin j I should say that in 1874 they had 

x:2 
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made a cardinal alteration in their policy; the theory of the double 
standard is that any rine should be able ·to bring his money to the 
mint and get it coined in any amount, but that was altered, 

CHAIBlIAN. 

1425. What was the original policy of the Latin Union ,-It was 
the policy of . the double standard, as it is called, in which. both gold 
and silver circulate, and are legal tenders for any amount, and in 
which the relation between them was that of 15! to 1. 

1426. What was the object of their combining ~-It vias, I sup
pose, partly a political movement on the part of the French ;Emp~re 
to gain an influence in those countries, and partly the natural wish 
of countries so intimately connected to have the same coinage, and 
they adopted the French coinage of that time, as being that of the 
predominant Power, 

1427. The Latin Union was not formed with reference at all to 
the. question as between silver and gold V"':'They simply adopted the 
French currency of that time, 

1428. The policy to suspend the coinage is the common policy 
. that has been adopted by them in the course of their union, but is 
not one of the pl'i~ciples of their union ,-It is contrary to the fun
damental principles of their union. They gave up the double 
standard the moment they allowed their metal to be limited. The 
cardinal principle was abandoned. 

Ma. FAWCETT. 

1429, Did not they come to some agreement with reference to the 
coinage of silver, which agreement.was to continue in operation till 
1880 j I think we have had evidence to that effect ¥-They met 
annually, and determined the amount of silver which they should 
coin. 

1430. I think Mr. Giffen gave the evidence, but I fancy we have 
had evidence to this effect, that when they met in 1874, one of their 
agreements was that they should continue a certain policy with 
regard 10 the coinage' until 1880, and that they should be bound by 
that agreement until 'that year !-They re-vote annually what the 
amount shall be, and it is open now to the annual meeting to change, 
and to go back to the double standard pure and simple. In 1874, 
the amount which they agreed to. coin 'was £4,800,000. In 1875 
it was raised to £6,000,000, and now it has gone back to £4,800,000, 
in 1876. It is divided between the countries. 
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1431. You say they cardinally changed their policy in 1874 with 
regard to the coinage of silver, and their policy with regard to the 
future of course is uncertain i-Very uucertaill. It is a possibility, 
I do not say that it is a. probability, that they might begin to coin 
silver in unl~ted Bmounts,'and that would take the silver off the 
market. 

1(32. On the other hand, it is possible that they may continue 
this policy, which you think has be~n influential in assisting the 
depreciation ~""-Yes; or they may go further, and demonetis~ the 
lilver in ,France. That has been proposed, and that would throw an 
a~ditional amount of silver on the market. 

1433. Their policy one way or the otli'er will have a considerable 
effect either in promoting the depreciation of silver, or in retarding 
its depreciation, and that policy with regard to the future is, in your 
opinion, obscure and uncertain,~-Yes; it will be a force of the first 
Jnagnitude. 

1434. You would not like, at any rate, positivelY,to predict in 
what direction that force, which you have described as one of the 
first magnitude, will operateJ-I think ,there are very great diffi. 
culties in the way of demonetising silver in France, and it is certain, 
I believe, that the present rulers of Franca wish to preserve what 
they call an expectant attitude, and to continue the present state of 
thing&, only coining limited amoun!s, but whether they will ,be able 
80 to continue I do not know. 

1435. Do you think that one element in considering what the 
value of silver is, is thie,-that the value of the precious metal, after, 

. all, is determined by. the ~ame considerations as the value of any 
'other mineral, or any other commodity, and that consequently the 

, COBt of producIng those metals,' or the cost of raising them; must 
have an important bearing on their future value ?-Undoubtedly. 

1436. Therefore, if the cost of producing silver should greatly 
diminish, that must sooner or later, just in the same way as if the 
cost of producing any other article grea.tlY diminished, have its effect 
upon its value V-That will of. course have an effect upon the value, 
but it will ba limited by severa.l considera.tions; one is, that it is the 
cost of produotion uuder the most difficult circumstances which 
regUlates the price, not the cost of production in those mines 9f 
splendid fertility which we hear of, but the cost of production in ~he 
least of the ' old mines whioh keeps itself at work. 

1437. To draw an analogy, if yo~ suddenly discovered in a ' .. 
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country 11 great tr~ct of fertile land, the immediate offect of that 
land being discovered, which would enablo ag1'icultural produce to 
be produced cheaper, would not necessarily be to lower the value of 
ag1'icultural produce if the demand for it keep on inoreaeing, so that 
it was neoessary to keep the oomparatively speaking un Fertile land 
in cultivation, which before had been cultivated ¥-Quite so. 

1438. But if, on the other hand, this fertile land should so add 
to agrioultural produoe that the more unproductive sources of supply 
which had been before worked should be given up, tl~en the cost of 
produoing that pi'oduce would diminish V-Yes. 

1439. You think that would apply as an analogy to the value of 
the precious metals V-Yes i I think it would be the mine of the 
least fertility that should keep itself at work that would regulate 
the price. • 

1440. You have desoribed to us very clearly what you think will 
be. the effect on the trade of India, if the depreciation of silver oon
tinues, but have you considered what its effect on the revenue of I~di" 
is V-I suppose that it will be unfavourable. to the revenue of 
India, because the Indian 'Government are so unfortunate ae not to 
be able to increaee their, ta."tation~ 

1441. And the peouliarly unfavourable effect it will prodnoe is 
this, that. one considerable portion of the land revenue of India is 
either permanently or for It considerable period fixed in pecuniary 
amount,.which amount is estimated in silver '-Yes. 
" 1442. Therefore, although from that oiroumstan\le inferences 
may come into operation to corr;ot any bad effect whicll it lllay 
have on the trade of India, ilie loss which would arise to the revenue 
of India from that circumstance cannot be got over by any of tlie 
Ch'oulllstanoes to which you have i'eferred ¥-I do not think there is 
any conneotion between the trade of India and the revenue of Indi" 
for this purpose in the peculiar circumstances of ilie IndilUl Govern
ment, because they do not seem to be able to apply aclditional to..'(· 
Il.tion. 

1443. But as to the loss On the revenue, even if thoy could apply 
additional taxation, which is a fixed pecuniary amount., either fixed 
pllrmanently or for It considerable number of years, there is no way 
of meeting that Y-No ; that is a matter of agreement which cannot 
be altered. 

SIR OHARLES MILLS. 

1444. You mentioned .the dpnlonetisatioll of SilVPf by Oerlllany 



E~'idence befurtl 1M Siloer CommiUet. 135 

as being one of Ute C31lSE!S. I suppose you will ~pplement that by 
the cessation of the demand for fresh 'coinage '-Quite &0. 

1445. It includes not only the selling of the silver~ but also the 
cessation of the demand for fresh silver ,-Yes. 

1446. You stated that you thought it was very difficult to form 
any opinion as to Ute amount of silver and gold there was in circu
lation in the world ¥ I think you go further, do you not, and say it 
is very difficult to form even an. opinion as to the amount of gold in 
circulation in England '-There are very various. estimates by very 
competent persons. Of COQrSe, it is much more possible to get near 
that than the circulation of the world, but such estimates are more 
matters of scientific conjecture than anything else. 

1447. We had some figures given us as to th~ amount of thalel's 
in Germany, do you think that those are also very doubtful f-Very 
dubious indeed. I have a strong belief that the Government do not 
themselves know; their whole policy is perplexed' by uncertainty 38 

to that, as far 38 an external observer can judge. 

ClIAIIlJUlf. 

1-US. When you speak of the drafts of the .Government of India, 
you consider that those drafts, I 'presume, are determined bv the 
amount that they require; it. is not an open question how ~uch 
money they can raise, or how much they need not raise f~I sup
pose that the drafts are regulated by the necessities of th~ Indian 
Government at home. They have a certain interest to pay; certaiG 
salaries to d.i!!charge, and certain lhings to buy, which are absoiute 
necessities, I suppose. 

1449. You do not wish to convey the idea, when you stated; as 
other witnesses have stated, that the increase in the drafts of th~ 
Indian Council are..one of the causes which have led to the deprecia
tion of silver, that it was at all a cause which the Indian Govem~ 
ment oould have avoided! -1 apprehend it is not optional at alI. 

MR. FAWCETT, 

liSO. 1'he great part of the Fllpendituie of India is quite withirl 
the control of the Home Government hert!. I will give one illus .. 
tration; for inetance, 80 much had to be remitted from India td 
England for the payment f{1l' Ute buildings at the India O.flii1e, It 
was perfectly optional with the' Government here whether they 
erectcd buildings. I do not mean to say whether they were wise in 
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erecting the buildings they have, but it was optional for. t:hem to 
spendmol'e or less, or the,exact amount which they did spend on 
those buildings, Therefore the expenditure is within the4' control, 
but having sanctioned a certain expenditure, of course the amount 
they have to withdraw is not within their control V-Yes, it is only 
in that sense' op.tional.· . Having determined their expenditure by 
political considerations, the money must come. 




