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ECONOMIC DEPRESSION IN THE MADRAS
PRESIDENCY (f820-1834)
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N . fa . Exactly a hundred years, ago, ihere wias an coonomie

| 0 T ST TR o
S \ 1 ‘ _3 depression of great magnitude in India, It cmnm(;nccd about
% e —t— ], 4 the year 1820 and continued its chicruered course till about 1334,
- R - > . : . - . * ]

0 : . {1 scems 10 have prevailed in all pauts of India, but was perhaps
! Y P . . .

) 9 snost pronounced in the ryotwari provinces of Aadras and

Q - § id - - . - v 1 ) .
Q'?l ' ’) O R £ Bombay. Madras Presidency was formed in the carly years
N I o | - of the 19th century, and soon aftenwvards it found itself in the
¥ -:_/_m_ ' :;3 grip of a fell slump which sericusly affected public and private

- N - ¢ : - -~ .. -

E——— 3 economy and produced a great deal of suffering alls over the

: . ® N -~ . . . i )
} ) e Presidency. The following "index numbers were constructed
e R by taking into account the prices of foodgrains [paddy (2 sorts),

. & LT .
cholam, ragi, varagu, and cambu ], witl: the period 1816-23
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- Between 1825 and 1834, prices were mnsrantly on the
dectine 5 but the most acute fall occurred during the period.

«\40—43 when the index number stood at 58.20, thus recording -
a fall of 41.80 per cent from the busic period. The year-to-
year variations of prices shown above are much larger than we.
are 1Lcuwmmcd 10 in modern. times, but that must have been
chiefly due to the lack of communications and the caprices of

- .
I N -

weather. These circumstances have changed since,- owing to .

the growth of irrigation and cheapening.of transport.

In many w;ws.' the depression of 1570-54 is analogous to
the recent price slump which commenced in—1gzo and is still
continuing. - The analogy is pethaps least in regard te
vauses, and greatest in regard o course ~and cffects. Botly,
depressions embarrassed Government by reducing revénue and

" disorganising trade; agriculture suflered most undetr hoth and

the agriculturist’s burdens increased, owing to the:rigidify of
his dues—revenue, rent, interest, and other ﬁx(‘?d'(‘.hﬂfg(?:s. It

Cwas to combat the depression of 1820-50 that Government

stightly modified its laissez faire policy and interested itself in
irrigation and road-making and agricultural improvement: the
burdens of the tax-payer were "l\o lightened by, a more liberal
poficy of land revenue settlement. Indeed conditions have
largely changed in the Jast 100 yearsymonethe Jese the experi-
ences of the depression of 1820-30 must be of some v"he in
tombating the present . depression. : N
Afthough this was perhaps the greatest deprmemn of thé
joth century  in- India, the attention of econoniists has not
heen sufficientlys directed t6 this important event ‘in Indian
cconomic history. Tn fact, the only information available to

"the student is contained in two or three paragraphs in

M Snmvnmr’mhn Aivangar's able Memorandum on the
Progress of the Vaa’m%‘ Presidency during the last a0 years

~ {1802), and in a; short note by Peddar. Lately, the original

documents connedted with the subject have been exzplored and
a work is being prepared by us. In this paper, it is only
proposed to ennuire into the causes of the depression.

5 1§1

CAUSES OF THE Stump

’

Mr. @rgmvaqamghdva Aivangar attribiited the dcpre%qmn

‘of 1820-34 to local causes, as he did not realize ‘that the

depression was not confined to India. Tt prevailed in Eagland

~and over all Western Europe and was ane of those secular

price mavements which affect nearly the whole world. Ever

since the influx of American silver.into Europe in the 16th.

century, there have heen several long-period movements of

prices in Europe, and as different parfs of the world have’
. i R
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become connected by trade, these movements transmitted
themselves to distant patts of the world. Cod
Thus, even in the 16th and r7th centuries, when India’s
connection with Europe’was far from intimate, prices in India |
rose simultaneously with prices in Europe, and it is said 1’hzat§
1

]

;

the successive enhancements of the Moghul Iand revenue were)
due to these increased prices.! ‘ L

Without entering into the still unsettled controversy on thej
cause of trade cycles, it may he said that in those days, ati
any rate, monetary causes were more potent than n()n»m(‘)r}e:tary.'f
In recent times, the relation between gold and prices has’
hecome rather remote, but in the 1gth cenfury and to a largery
extent in the- previous centuries, the relation -betwern prices
and the precions metals had been much more direct,  As credit)
had not developed in those davs and as even paper money ‘.t.’:;.:s‘

scantily used, money then meant the metallic cireularing

e

madium. , :
Writing about the depression of 1820-30 in Europe, Sity
Walter L'a—yton, whao has carefully analysed these secular price
‘movements, says: ‘Prior to 1810, urope. had r:;t‘:eﬂ,ij-{éf_l the!
greater part of its supply from the Spanish colonies of Centril
“and $. America.” But duting the wars of the French Revoludaon
the colonies threw off the yoke of Spain and 13 years of civil
war and internal disorder followed during which period the_i
mines were practically deserted and a great slump occurred ini
the output of the precious metals’.*  According to the estimates.
ot" Del Mar, the output of gold and silvver from Spanish America’
which amounted to £7,200,000 u year before the French
Reévolutionary. wars, fell to £3 million in 1625 and 44 million]
in 1929 anc{ this was the potent cause of the depression in|

i
1
H
|
{

it

Europe.’® ‘ : . .
The scarcity of precious metals affected India even as if
afiected Europe. As India did not have any considerable

!
tals!

local supply of gold or silver, she had to get both the met

from outside, and what affected their supply outside affected;

the supply in India as well.  In those days, a8 now, a genered;

¥ g e e . . Aye of ) !

fall of prices meant a duinution 1n the supply of money or]
p - . ~ Ui Q

an increase in ‘the demand for it or both.,  After 1800, lhr,‘:}§

dition}, ]
of Prices, p. 33,
xviil,

s Fifth Report, Vol, 11, p. 186 (1883 E
2 Laytow, dr futroduction to the St dy
s Dol Mur, History of the Precipus Melols, chapter

as it

4
7
5

supply of money in India diminished qwing to various causes,
while the demand for money increased considerably. We
will see how this happened. - ‘
{11
: SurrLy or Movey

The supply of murey doring the period diminished owing
to (1) the outRow of bullion, and (2) to the Iadian Currency Act
of 1833, which resulted in the demonetization of gold and the
discarding of a good deal of the silver currency. o

India has always been regarded as the sink of precious
metals. That was because she always had valgable merchan-
dise to sell to other countries, but had little to buy from thera,
thus necessitating payment in bullion., This disturbed the

“-minds of the finangiers of the Roman Empire, and the draiit

of specie to India is generally, regarded as one of the chicf
causes of Rome’s downfall. Early European traders had the
same experience. Sir Thomas Roe expressed it in the epigram,
‘Europe  bleedeth - to enrich  Asia™. Hence the stringent
regulation of the export of bullion to India from Euro;)ean
countries, In England laws already existed against the exporta-
tion of coin and bulfion, and in the time of James I, this was
regarded as so feinous an offence against the country that
the king found himself helpless in raising revenue by :%eiling
pardons.® Indeed subsequently, such bullionist ideas-changed
in England and in the first half of the 18th century bullion
formed 75 per cent of the total imports of the Com;;am' intae
India. However, when the Company  acquired territorial
possessions in . India, bullion exports to India became un-
necessary, and even the Company’s trade with China came
to be managed with Indian bullion. ,
Thus the current changed. India which absorbed bulfion
for centuries had to disgorge part of it. This is what repeatedly
nappened in the past and one-is even tempted to formulate a
law of bullion movements.. ‘For centuries, India would absorb
gold and silver; and then would come an efflux which would
}fﬁftlym(vigg_lﬁe the: hoards. Such a rhythmic movement is
abservable in the bullion transactions of India from the earliest
times to the preszne day, and it is curious to note that genﬁrdﬁy :
; é};}ugd ‘1&1 Zvéoz?eiand, Erom #Akbar fo .»4‘urnng‘z§:é, p. 53. :
2 2. ok, Robertsan, Kise of Economic Ir:d:z'zdzml’z’sm, {3933}, p. 5?. 4
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the outflow of gold oc ct;r*‘ed when there was a shortagc for .
it in Europe. Durmrf the "t6th and 17th centuries, the flow

was inward, but atiez 1;57, the outflow commenced, and this

" became pronounced in the first threc decades of the 1gth
century, but it ‘hmmxahed after '1840. When the Company
becamie an impostant territorial power: in India as a result of
the battle .of Plassey, it obtained | farge’ revenues from its
possessions.  landsome gifts and mnuteq were also made by
the country’ puvwrs o the Lc«mpany and to its servants. Sévéral'
of the Company’s empleyees made large fortunes : Bolts admits
having made £¢0,000 in six years. The Company had also
to meet large dues in England, and this it did, not only by
bﬁndmg ‘merchandise “but t by exporting bullion and specie.
Bullion fromy India-was also transported (o China for the
‘igvestments’ of the' Company there, and that bullion g1ev~:-r'
returned to this country. The restit was tnau., year dﬂt‘]‘ yedrt,

ot -only -bullion bur coin went out of tlu country and the

amount of currency in ur(,uldnon\dnmmslwd Indeed this
could bave been avoided by ‘{he usé of bills of e\«“hange, “and
bills were known and used then -in Indiz not’ only by the
Company, but by Indian bankers also but owing:to varjous
circumstandes, they could’ be used only 10 a ]nmt(*d extents!

From the very‘ beommm: the Cnmpanv realized the economic.

- evils of such a growing drain of .coin from the country, but,
they" were unabl', to umcdy i for a kmg time,

lht, declining importdnce of India’s staple exports @ also con-,

mlmted to the d'ﬂuv; of bulhon from the country. When the
Europcan nazions first traded with India, the principal articles
- of Indian export trade were pepper and calico, and these two
constituted the great bulk of the homewsz ard cargo.” But to-
wards the close of the 18th century, both these exporis declined
in quantity and value. The demand for pepper diminished
because thanks to the agricultural improvements of ‘Turnip’
Townsend and Jethro Tull, it became possible to keep cattle
during winter with the new fodder crops, and the system of
killing and pickiing beef and mutton in autumn thus died
away, and with it the importance of pepper also pnqscd away..
As for the trade in calico, Great Br itain transformed herself
about the beginning of the 1gth century from an importer of

1 Parshad, Indian Foreign I'radé pp. 57-58. :
2 Thomas, Mﬂmm‘xh:m and Last India Trade, Chapter L.

commodity, and this was

b

r-——and the principal exporter—of that -
the resuit of the Indusirial Revolu-
tion. The spinning jenny and the power loom cheapened the
processes of spinning and weaving cotton in England, and
enabled her to become the home of the world’s cotton' industry,
and not only did England capture the market in Europe but
soon her cheap cabicoes and muslins came into India and
successfully competed with the hand-made and expensive
calicoes and muslins of this country. Indeed the high tarifls
imposed on Indian textiles in England also hastened the decline

colton fextiles to an exporte

of Indian exports, hut that decline was hound to come by the

superiority of the machine over the human hand.-

In this wav, the character of Indian export trade, which
remained fairly steady for at least a thr\vt'mu YEUrS, uudcrweﬁt
a radical change, and dwindled in quantity as well as value
for sometime. The textile exports diminished after 1800, and
their fall was rapid after 1820, In the last decade of the 18th

~century, colton goads worth £2 millions on an average were

exported to Ilingland, but in the decade 18z20-30, the exports
came only to ,,{f)oo oo on an average and in the following
decade fell below £300,000." The Charter Act of 1833 gave
a fillip to the importation of English textiles into India, and
after .that, the textile exports of India died away rapidly.

So long as the East India Company carried on trade, there

was some encouragement given to. Indian manufacturers,

owing to its annual ‘investments’, but that ceased when the
Company’s trading rights ceased. Subsequently, there arose
a growing cxport trade from Tndin in primary products, but
that involved a radical change in the nature and direction of
Indian trade. Party owing to this change and partly to
other causes, the imports of bu”mn diminished for a time, and
from some parts of India there was a large net exportation of
bullion and specie.  To facilitate the eflux of treasure, the
Government of FEngland permitted the transportation of bullion
belonging to'the Company’s Governments in India in H. M.’s
ships at the same rates as those paid for the transport of

treasure belonging to the Crown.”

1 MeGregor, Comnercial Tariffs; Digest Vol, IV, pp. 434-40.

. le’c:zp‘x.tc:h of the Court of Directors to Madras, (Finance)10 April 1838,
NOL 2,

S lv
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'Unfortu'natelv, ‘we have not got accurate statistics of the

export aid import of ‘bullion during the period. ’Ihe figures
given by authors are often based on guesswork! However;.
we have enough to conclude that much more bumon was ex-
ported than imported dunngr this period.  Sir George Wingate
has estimated the efflux of bullion from India during the pericd
1800-1858 at £r1co millions, and Montgomery Martin, reckon-
ing at compound interest, computed the outflow of bullion in

the )erwd 1800-1830, at C=00 millions.” Sir John Shore and’
¥ 3 L O

M. E. Grant have not mven figures but hold that the amount
was large. Professors Ham:ltorx and Dodwell consider these
estimates exaggerated but have not given any specific counter-
estimates. Hamilton pushed  the scepticism * fusthest, and
Dodwell' doubted ‘whether he (Hamilton) allows quite enough
weight to the popular belief as displayved h\ Shore and Grant’.!

v
SUPPLY OF MONEY—THE PECULIAR FEATURES OF MapRras

The géneral view of Indian trade and -bullion movements
dealt with above is fully borne out by the experiences of
Madras in the pericd, 1820-34. Nay, more. Various

peculiar features of the-trade of this Presidency aggravated

the causes of the builion outflow aad p"ulonl'ed it morse than
in other presidencics. We have been- able to gather from

archives fairly adequatwstah%xcs of the trade and
e find that the out-

Madras 2
bullion movements of the period and 3
flow. of bullion which commenced frﬁ'n the year 1 835 con-
tinued almost uninterruptedly il 1830. - :
" The special features which intensified and projonged the
outflow of bullion may now be dealt with: In the first place,

during the period under survey the export trade of Madras

changed drastically both in content and destination. Until
about 1830, the export trade of Madras was chiefly in manu-
factured textiles and this went io ihose countries ‘which
generaliy paid for our goods i bullion (e.g., Straits of
Malacca, West Coast of Sumatra, Manilla, Pegu, Persian

. v

* Journal of Indian Ecogzomic:,f 192122, }).'236‘.

9 S

- Gulf and Arabia); and those countries were the most 1egumr

source of supply of precious metals for the Madras Mint.!
But when cheap British textiles outsold the Indian piece-
goods in those countries tho’mpmt trade rapidly fell away
and bullion ceased to flow into the Presidency. Indeed, our
-export trade with China and Britain increased, but they did
not send us bullion and this was partly due to the bill transac-
tions of the Court of Directors which will be dealt with below.
The following tables will bring out the change in the E xport
trade hoth in character and destination between 1824-34 and
1840-30. :

STATEMENT SHOWING AVRRAGE ANNUAL EXPORTS or
MERCHANDISE FROM MADRAS BETWEEN THE YIRARS
1824-34 Axp 1840-50

E {Compiled from the M}int Muster’s Reports,]

/ . |
{ 1624-34 (average of | 1840-50 (average of
| 10 years) i 10 years)
Count_ﬁes 1 ",”"'"""(““" ; — '
‘ | Plecegoods Total J Piccegoods Total
Rs. Rs. °  Rs. Rs.

14,583,488 | 16,13,512. 7,60,994 - 10,22,264

[

S!r:‘aits‘ of Malaceca .

West coast of Stumatra ... | 143,373 | 1,5,102 | 5,329 f 8,213
Manilla .., B X TR WX Y B
i . ! ; :
Pegn . | 1,35,000 2,75,000 | 1,10,000 E{L“"‘e.
5 . i il decline

Gulf of Persia, and Arabia = 546,000 | 13,70,000 ' 1,68,000 12,060,000

~China e " . 5,50,000 ) " ¢ 14,50,000 -
* Great Rritain ' 16,00,009 29,75,000 | 5,73,000 | 50,00,000
Bengal ; 2,00,000 E 9,62,000 4,75,000 | 14,75,000
Bombay .. % 12,590,000 § 50,00,000 |  9,75,000 L 73,00,000
Ceylon z 6,75,000 i 14,50,000 7,50,000 29,735,000

During this period the export trade of Madras in manu-
fd(’tlll’(‘d goods diminished by about' 40 per cent while the

1 Mint Master’s Répurt, 16th December 1851, para 17.
» (!) .
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expart uf primary products 1mnumml L,H:,;L ¥, a5 wi It be clu
from the table. below.

AGGREGATE EXrorts rroM MADRAS DUrING tHE = |
DeCEMNIAL Prriops 1824—34 and 1840--50, ‘

¥

} i
i

!1 . __M S S——
Piecegoods - 619,859,315 ! 382,73,104 :
Cotton and cotten wool ] 52,435,741 J 426,093,304 ‘ x
Graig .., - 235,42,291 ;' 377,985,556
Sandalwood .. 23,18,755 ' 12,20,600
Spices ... T '55,50,601 L lesses
Sugar ... il 05,73,161 |
ois ... - L. N | 6,77,141
Oilseeds . Al % 2:,44,353 '
Dyes, indigo, etc. ... 70,90,670 | 216,52,303
Turmeric v 3,68,614
Coffee: ... Wl 3,29003 18,44,781 .
Salt - .., 17,47,514 12,568,079
Hides ... i o 3,42,8%0 19,14 624

Evidently the void created by .the decline in manufactured
goods was morce than filled by the growing export trade in
raw materials, This subxequcntl\ increased to much ]arder
proportions until nearly the whole of our exports b(’.LdﬁXt
primary products. The outiow of bullion from Madras wa
an inevitable result of this transition from an export tmdn
composed chiefly of finished gouds to one mainly of prima r\‘
produets.  And naturally the transition was a painful one and
1 dislocated the price leve} and caused one of the greatest:
ceconomic depressions ever known in the country, : :

- It may be asked why the increased export trade mrh,
Lhum and Great Britain did not result in an influx of bullion |

into the: Presidency. But here we have to explain another
important factor which made bullion movements unfavourable
to Madras, When mone) was due to the Presidency fromf

Britain or (,hma or.“bther countries ‘which  were  Britain's

I

debto ors, the Court of Dircotors seitle u "lit.“ i

of bills drawn on the Indian treastiries. ” The e .
bullion which ought otherwise to have found ;tf, \,\m to India

in the natural course of commerce was prcvemed from commg e,

in. The first large issue of Company’s bills began in 1@14
hut.its importance rapidly increased as can be scen below

AVERAGE VALUE OF BILLS DRAWN BY COURT oF DIRFCTORS
FOR THE § YEARS ENDING )

g

oo,

L

#

o,

s
£
g1

! Rs, ﬁ:f%
. - 1 ; \‘55
1834—35 ... v | 31,610 5 y
183940 . e 14,31,685 \f
1844—45 ... 13,87,586 '
184950 ... 19,21,580

i
i
i

3. There were also various political causes tending to
work in the same direction. ‘The emplovment of our troops.
in foreign warfare, their maintenance in time of peace beyond
its frontier, and the necessary contribution of this Presidency
to. the general charges of the empire have constantly required
the export of large sums on the public account, far in excess
of the imports’.' For instance, Madras sent a considerable
amount of specie to Malacca in 1832 for the payment of the
Company’s troops there; e\pedltmnq to Burma and China
were also financed by sending specie from Madras.®  Anothe
political factor was the arrangement under which the revenues
of Malabar and® Canara amounting annually to Rs. zo lacs
on an average were sent directly to Bombay in the form of
specie. According to a contemporary estimate the net export
on Government account alone for the 3o years [rom 1820-21
to 1840-30 amounted nearly 1o Rs. 15 croves.  The cumulative
‘effect of all the factors described above was the pronounced
and prolonged outflow of specie as may he seen from the

following  table carefully drawn up from the documents

7

preserved in the Madras Record Offies,

1 Sclections from the Records of the \hdr'm Government. No.fIIl of

.82 quq?
.the Court of Directors, 10th Augnst, 18368, No. I
Calcntla Keview, Vol XVI (1851, pp. 473-74,

v
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STATHMENT OF BULLION. AND SPECIE IMPORTED 157T0O AND
ExrostED BROM MADRAS PRESIDENCY DURING THE
- yeARs 1819-20 1o 188450,

i

! ON PRIVATE |[ON GOVERNMENT TOTAL
i~ ACCOUNT. ; ACCOUNT, . R
,::\R“s |~ f t -
fports, | Bxports. | Tmports. | Exports, | Im m"ts.j Baporta.
! Lakhs ¢ lakbs Lakhs, | in)khs p ; ;Ig’w
st S i i WW_WM‘MW_.,_; '! ——
! !
36,909,068

74,29,021
hee 43.069,643 1 27,2815
i :3 éag; o 48,05,?31 b3 1,2?‘ 222

;}'«?2 Nit
- 1533-24 :

8,568,782 1 P4ALTTYL

442 2331 7976 | 68,21.445| 6118825

¢
!
- { f
81920 | .. U
w2021 | L.
|
H
|

1925-26 33-04 538 2% 12434 | 37,335,838 1,200,207
, 3'_:8?&2? 3274 G2 1121 5004 143050781 5902914
182728 | 3528 1912 il 4467 | 37,87,3853  &4,79,192
828 1 260 ﬁ 961 il 4769 | 26,31,476|  57.60.100
1818-30 | 2240 1765 Nit 8630 | 2239768  Y9.p4.008
18031 20-39 ; 785 1. Nt 2370 20,539,257 33.55.628
183132 2633 ey | N 67-95 | 26,33,Gi0 | - 85,7776
1837-33 2543 1 208301 14 1 3188 | 26,86,618( 55,81 920
TH32-34 2576 1 2367, {7 35D 7455 | 61,98,856| 5322401
183135 3342 | 1104 Nil 1759 | 95,42,001) 78.65.622
1835-36 5263 . 841 1-58 5332 34,23.0707 66,59.208°
1836-37 3398 | &40 1295 4597 | 45,63,525 ) 57.46.808
» 183738 2535 | 1035 216 f 30¢8 ) 51,531,676 - 56,413,301
- 3838~ 3528 1 i¥E6 52 4878 | 41,88,785 1 8440.4%8
. IR38-40 2738 110 366 9197 | 33,54,5001 1,00.07.711
180041 | . 3032 1002 1000 9540 | 40,352,845 1 10541605
14147 |- 2889 ¥33 Al 8330 | 28,88, 803 | 66,53, 430
184243 NGB f 242 Nl 7119 R E8,74 L 7101161
-4 1 o081 1833 300 2750 559 09,323 | 45,82.816
184445 6543 ; 740 Nil f TO40 | B5,43,643 1 77.82.001
154546 0l | 906 Nil 3280 CRSALTIL. 4186753
184647 | 4960 { 31°30 A¥2 2430 | 40,66,625 1 60 JBO.COR
748 | 3700 3552 AL 2160 | 37.00,280 | 1,00.52.540
1818 48 | 2078 22-33 NG L wrot | a6,74,853 0 Tug e aoa
181950 | 4238 L9120 NiZ | 579 142,35,5;4 68.79.637
£ : t )

fCompiled from the Stalements by the Collector of Customs, Madrag, In
Consultaticns dated Znd August, 1832, and by the Reporter of Bxfernal Com-
merce dated 23rd September, 1851, and from Reports of the Mint Committee].
The Government of Madras at the time was fully alive to
the gravity of the growing efflux of bullion from Tndia, and in
1830, commenting upon the view expressed by certain distrie
Collectors and the Board of Revepue that the efffux of specie
was a major cause of the fall of prices, the Government of
Madras wrote 1~
‘With regurd to the observations of the erdwh‘n’mff
n’tmeme apparently to the late extensive remittamees of bullion
to” England-—on the subject of the draining of the precious
metals from this country: by the combined operations of ity

2700 L5011 WTNIE.

-
9

Apdlitica] réfations with Great Britain and its external commerce,
~the Right Hon’ble the Governor .in Council is fully sensible

that the continued exportation of the precious metals from a
country which does not possess sufficient trade or manufactures
to recall them must be attended with impoverishing and dis-
tressing. consequences. But the real question which the
Supreme’ Government and this Government had lately to
consider was whether the Company should he exposed
to ‘grear difficulties at home from the want of those
metals which were in the treasury here and relieving them to
the full extent of their power, deprecating at the Same time

‘the repetition of that demand and endeavouring by all other

means to mitigate the evil consequences of such an exportation
upon the public credit and the public finance in India."!
The Court of Directors have also admitted that there was

a considerable net export of bullion in the thirties.*

Several writers have inveighed against this export of bullion
on the ground that it was a drain of wealth from the country,
but we hre_ not concerned with that aspect of the matter here ;
nor do we think that even mercantilists will be alarmed when
a country whieh for long periods of time imports preciohs
metals exports a part of it subsequenily. What we are con-
cerned with is the effect of these transactions on the currency
system of the country. We have to note in this conunection
that the treasure exported in those days consisted almost
entirely of specie.” It is frue that the imports—small as they
were in quantity—were also largely specie, but as they were

_currencies of foreign countries, they could not get into circul-

ation unless recoined in the local mint.  And as for such recoin-
age we have definite evidence that the ‘uncurrent coin’ tendered
to the mint during the period diminished considerably from
vear to year, although no seigniorage was charged on recoin-
age. The following figures taken from the Report of the \Imt
Master at Madras w:!l make this clear.

! (_‘m’t’a‘ Districls Handbpok, Bd. by P. Macqueen, LC.S,, Vol. 4569,
]]jp,q%?- 49, - Also extract from Board’s Proceedings, dated Oth Sep., 1830, paras
8-21. ) ’

2 Despateh of the Court of Dirsctors te Madras, dated 56th Aug., 1854
(No. 13).. (Finance), , ' : :

3 The iraports and esports of silver on private account were all in
specie with very rare exceptions—see Board s Consultaticns, 23th December,
1828, On the Government aceount, an the other hand, all ¢h exports had
been * wholly in spect e, as clennv peinted out in the Procesdin gs of the
Board of Revenuve, Sth January, lb?ﬂ para 3.
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STATEMENT SHOWING THE Amount V um- oF MERCHANTS®
Burrion axn Uncurrgent Comns, RECEIVED. INTO THE
Mapras, MuNT rrROAM 1841-32 TO 1849-30.

. g

Gold and Siiver . -

ferchants’ Gold

Year. ¢ and silver out- Uncurrent coins | I Tolal, i
turn value, i outturn value, i o

N . : T T
_ 5 S, : ale, ws : v RS, AP,
1841 42 R (m‘, 0] 17 22,53,67 | 6 -9 3035650 | 7|8
1812-43 sgahg 27 0 so7.270 | 9| 81746588 | 125
1843 44 oo | 11,903,612 11 867,818 [ 7| 4 48 1ae1 | 3| 5]
L -4S ‘;soo:ﬁ@}s 1 22,06,31,5i 3| 612606875 | 315
wisae ] 55000 1 ~' 5 25,51\(}7:%«; n| 0 ls0s0n2 ] 4|8
845 4T w214, 0 5 ssssuol 7l o8 707140 J 11t
184748 .| 112,07 11 0.288059 8| 9 P as,mi ala
18454 | 1,77,805 12; ZRTRIKTTAREA NS ! 13,0743 | 4{2
1849-50 w2l 1!y © 9,46,903 1 5| 6 3 13,91,222 .j 101
} i i i |

Report on the Proposed abolition of the Madras Mint : Abpe 8 &
Rep o,,’ dated 111’/3 April 1851, ’ po ¢ ol/::

It is clear from the above table that the bullion tendered.
for coinage fell off considerably during the period 1‘%4{-5
42 1o 1840-30, This was  perceprible after  the vear 1834,
The average

anaual amount of builion tendered to the ming
previcus to the vear 1833 was Rs. 32} lakhs. It gradually!
declined until in 1847-18—the year of the great commercial’
panic and crisis—it came down so low as Rs. 1 lakh. ;

The result was that the currency of the country became:
progressively inadequate to meet the local needs. The qn@-';
pension .of the Madras Mint aggravated this state of thmrp
in the thirtdes and to this fact . R. Cutton, Special Com-;
missioner, appointed to enquire into the financial stringency |
~of the Presidency, atribises the distress of the time.” Indeed |
the Madras Mint ‘Was rcopened under orders from the Court;
of Directors dated 1oth May 1839 (Despatch No. 12), but as

L

2 Miet Master's Report @ 11th April, 1831, para .:3
¢ Cotton’s Report {MS35), mm para 87,

“situation of the Presidency. “

“yq
above poiated out, that did not materially improve the cirrency
1%

) Currexcy Lecistiriox .
It may be remarked, by the way, that the influx of gold into
England must have been a matter of gome convenience at the

time to the Bank of England, which was then engaged in build- .

-

ing up a gold reserve for the support of its currency system.
Lnfrhnd adopted the go\d standard in 1816, and ds this meant
the redemption. of all notes in gold, every effort was made
by the Bank of England to build up a gold reserve.. It was
therefore natural that the Government of that country should
have offered special facilities for the transportation of bullion
by the East India Company:* This incasurc had its-reper-
cussinns on the Indian currency qvﬁtem. Jold became under-

valued, and the gold mohur rose from Rs. 16 to Rs. 18, This

shook Indian bimetalhsm 1o its foundatiops and made it

cssential to reovganise Indian currency on a pew ba adis. A
reform on the English model was deemed unsuitable. lemg
evidence before the House of Commons Committee in 1832
Mr, Homsley Palmer, ‘Governor of the Bank of England, a:’si*
‘(;01(1 neicher does nor will cireulaie to any extent as current
coin m India- whose silver forms the actual currencx and zs

ie 541 tender. . . . . I should be darutlv opposed to an uplmon
of the propriety of inireducing gold into ;udm as the cusrent
coin of the realm’. .

Accordingly, India in 1833 gave up its crude bimi‘iallism
and adopted the silver standard.  There were too many kinds of
rupees in circuldtion, and of this the Arcot Rupee sx”is agiepted
as the standard cein by Act NVII of 1835.° ixmt Ac{ “also
laid down that gold shall not Kenceforth he lewal “fender of
payment in British India, and thus demonetuc' d alf the gold
coing which hitherto passed- current in the country. Indeed
the butk of the gold coins had “either been hoarded or had gone
out of the country, except m the Northern Circars whcrv 7 con-~*
siderable number of gold cotns seems to have been in circula-
tion.* By adopting the Arcot Rupee ad the standard coiny

! See Dospatih dated 10th April 1838, > _—
2 Dodwell, I»dmu Journal of Econpirics, 1920-22, p. 201,

L
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Government did away with the currency confusion that then
prevailed, and thus laid the foundations of a stable currency
system ; but the immediate result was not- quite favourable.

By demonetizing gold and discarding the numerous varieties

of rupees, there arose a shortage of legal tender woney in the
country and this aggravated the fall of prices. Referring to
the Act of 1833, Sir J. C. Coyajee says: “Vhe progress of
uniformity of currency though ultimately benelicial brought
much immediate and wide hardship on the people, for the

withdrawal of debased currency led to a reduction of the circula-

ting medium for a time and led to great fluctuations of prices.”
Not only were the innumerable denominations of currency

within British India discarded, but the Indian States and

Principalities that came under British suzerainty had also to

give up their coinage rights, and this meant the abolition of

several: mints whicl hithertu-mee local needs. Even petty
‘poligars possessed mints of their own. -

Paper currency could not make up the deficiency of the
" circulating medium created by the Act of 1833, for, although
the Madras Bank was allowed to issuc bank notes, that power
was hemmed in by various restrictions in regard to cash
reserves and so forth. In 1838, the maximum amount of issue
was fixed and the Bank was strictly forbidden from exceeding
that limit.* Thus the issue of notes was rigidly fixed without
any reference to the currency needs of the country. In 1840,
Mr. C. R. Cotion reported that a more clastic paper eyreency
controlled by Government was essential, but that question was
not taken up till 1860." ,

Nor are we sure that a more plentiful issue of paper
currency would have remedied this state of affairs at the time.

Whatever may be the amount of currency coined by the Mint,
unless all such currency finds its way into the, pockets of the
peaple, it would not really affect prices. In the period under
survey, the Company’s trade transactions and the Biil policy
of the Court of Directors prevented the influx into India of

all the monies due to her on trade account; and owing to the ‘

parsimonious policy pursued by the Company’s Government
with regard to public works in Madras, and the abolition of
v The Indian Currency System (Sivr William Meyer Lectures), p, 5. .

2 Despatch of the Court of Directors, 16th May 1838, No, § {Finance).
3 Cotton’s Report, 20th Feb,, 1840, para. 83. . .

|
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the Company’s textile establishments in various parts of the
Prosidency, ali the currency coined in the country did not
get into circulation. The Mint Committee of Madras estimated
that afthough the ‘corpus’ of the currency was about Rs. 4

. crores, more than half of it was locked up in the Government
treasuries.! ’ '

Thus the supply of money in India during the period
diminished (1) by the c¢flux of gold and silver and (2) by the
dirninution of the circulating medium in India resulting from
the Act of 1835. o

V1
Dexaxp ForR MoNey

At the same time the demand for money increased chiefly
by the replacement of barter by money economy and by the
growth of business transactions in the country. The demand
for money is measured by the extent of the use to ‘which
money is put; and when money economy cxpands and transac-
tions increase, prices are bound to be affected. With the
inauguration of British rule in India, the system of cash pay-
ments wag introduced (a) in land revenue and (b) in other civil
and military transactions. In pre-British times, the land
revenue in India had been collected sometimes in cash and

R

sometimes -in kind. The East India Company insisted on ;

collecting revenue only in cash, and this created some incon-
venience to the tax-pavers. Nor was time opportune for intro-
ducing such an innovation. In the District of Tanjore, -a
fixed money rent came into vogue during the time of the Amani
rents of 1304-07 and was encouraged during the ‘triennial lease
of 180y-10. It was finally established in the course of the later
Olungoo settlement. Indeed, in the beginninig, no compulsion
was -imposed on the ryots, but Government placed various
i‘nducementsv.befofe them to make the system acceptable.  Tor
instance, in 1808-10, with a view to make the Teerwai system
acceptable it was decided to revive the ancient village system,
for which the Mirasidars had a distinct preference. Vigorous
rules were also promulgated for making it difficult for the
tenants to continue the system of grain rents, and gradually

1 Report of the Mint Master, 28th Januafy', i854, pa‘ra'SO.

14/ ,
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-the whole district coenformed.’ Similar difficulties arose in
other districts also during the period when money assessments
were sought to be established.

This transition to money economy cannot be smooth, unless
the circulating medium of the cbuntry expands according to
needs. But with a rigid curréncy system, with a currency
contracting rather than éxpancfing, prices were bound to fall,

Under the Moghuls, both the military and civi) establish-

ments were paid chiefly in kind, and the system of giving
jaghirs of land was also widely prevalent. The first steps
taken by the British Government were to substitute the
‘regularly paid and disciplined - troops, located in military
stations, for the rural militia of the native feudatories and

staff of European and native officials receiving fixed salarics
in place of the former mamlatdars and revenue_ farmefs with

their followers who paid themselves by perquisites and other’

indirect gains, but received very trifling emolu{ments from the
treasury of the State'.? ;
‘ To what extent did the growth of cash payments influence
~ the fall of prices? On this, a difference of opinion is possible.
A writer in the Bombay Quarterly Journal in 1857 opmcd that
the slump was entirely due to ‘the extraordinary demand for

money occasioned by our collecting the land assessment in

cash and conveying it away from the agricultural district to our
large mlhtarv stations for the payment of troops located there.®
This is an exaggerated view of the situation. No doubt, the
use of cash payments did cause a great inconvenience, but a
part of what Government collected as land revenue came back
“to the people’s pockets, and to attribute the whole qlump to
this would be to distort facts.

The demand for money is also affected by the supply ofi -

goods exchanged and the ‘number of transactions into which
they enter. In other words, if production increases and trade
expcmds the demand for currency will thereby increase, and

hat by itself will ‘depress prices, other things remaining the
same.  We have therefore to sce how these factors influenced
the demand for money.

1 Tanjore District G—a?eatcer, chqp, xi, p. 172,
* Bomba 7y Quarilesly Journaf, April 1357,
® The paper is extracted in Axyanaar s Progn'fss p. xzxiv,

oo
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In the opinion of Mr. Peddar, these factors had a powerful
influence.  He says in the course of a note on prices in the
Repert on the Moral and Material Progress for 1882-83 1—
tAfter the general introduction of British rule a heavier “‘duty”’
was thrown upon the circulating medium by the extension of

cwrade. . . . . . With peace and zettled government there was

a ‘great extension, of cultivation and conscquent increase of
production’.  Our enquiries do not confirm this view. That
the first experiments ih ryotwari revenue settlement were not
conducive to the increase of production is now fairly admitted.
The first assessments were pitchbed too high and when the
prices fell subsequently, agriculture ccased to be paying, and
many ryots gave up their hoidingcs. Mr. Mellor, Collector of
(;.mapmu, wrote in 1845 ¢ ‘The universal complaint and request -
of ryots is to be al luwnd to reduce their farms, a ConvmcmL
proof that cultivation is not profitable.  Land has never been
saleable. Ryots, formerly substantial and capable of laying

out their capital on lands and liquidating their sirkar demand,

erving their pree duce until they could get a favourable price,
are now suuk in debt hearing heavy interest, entirely subject

to th«m creditors and, were it not for the aid of the Collector,

ti*mavh the revenue subordina te:y, one-half or at least one-third
of the highly assessed Jands would have been thrown up.”t So
widespread was the discouragement to cultivation that Lord

Harrig, the Governor, wrote in 1856 that the arca under cultiva-

tion in Madras was only one-fifth ¢f the whole, and had no

tendency to increase.® The land revenue demand in 1823-20
was for Rs. 330 lakhs, but in 182¢-30, it fell to Rs. 284 lakhs,
and by 1833 fo Rs. 275 lakhs. The fall was so heavy that

it perturhvd the minds of, ihe Court of Directors and at their

instance an Cm;mry was made into the ‘defalcation’ of revenue
in Madras. No doubt the fall may be due also to annual =
remissions of revenue, but this large remission year aftep year
indicates- that agriculture was depressed. Indeed in certain
years, there must bave been bumpr*r crops, and that must have
suddenh depressed prices. .

W thile production was 11}135 slackening, population went on
increasing. Fhe population of the Presidency was estimated

1 Letter tothe Board, Zath L!). ‘In- Consultations, 7th Dcv.uubu, 1646.

Loo# 10 ML Ludlow : British Irdiz, Vol. 11, p. 42,
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at 13.5 millions in 1822, but rose to 22 millions by 1831,

in spite of the famine and mortality due to epidemics in the
thirties, This necessitated imporiation of rice, and at that
time imporis came from Arakan, which then enjoved'spccia;‘
facilities for the production and exportation, grain. © Thes.
imports came to an annual value of about 6.3 lakhs between
Y34 and 1844, and were largest during the yoears 1836-22.°
These imports secm to bavel influenced prices considerably.

The greatest fall of prices oceurred immedic itely after yeuc'
of large importation. TFor instance, grain worth nearly .

)

Rs. 19 lakhs was imported in 1830-41 and in the following
ear the index number of prices fell from 74 to 56

Nor was there during the period any considerable mpdn':mn :

of trade, whether external or internal, -ILP stagnation of sr‘tetnal
trade was the dominant characteristic of the time, and thh was
due to the lack of rouds and othor means of communication,
and to the numerous impediments to free movement of trade

in the form of inland duties.* There were very few made
roads in the country, and therefore wheeled transport could
not have developed. During the summer, comihunications
were easy enough for men, but during winter, it was impeded
by swamps .md unbridged rivers. Ewn where there were

roads and bridges, communication was impeded by the’

vexatious exactions of tax~collectors, which were particularly
oppressive in Madras, where the inland duties were farmed out

by Government.® Cotton states in his report that ‘the trade of -
India bad bees depressed and ali classes of the people harassed

e
and discournged by our mode of taxing the inland traffic’.*

As for exte rmd trade, it had even a more melancholy tale
to narrate. \When pepper and calico were in great -demand
abroad, expdrt (rade flourished, but with the loss of external
markets i thosce, trade langunished and the weavers lost their
employment and some became agricultural Iabouress or mendi-
cants. In the 18th century, lndidn ships plied between the
coastal ports and carried on a brisk trade.  Masulipatam,

Negapatam, Tuticorin and Cochin were then important ports,

b ’

v Official Memorandum ’mm the Collector of Sea Customs, Madras,
8th July, 1845, #n lagure Na, 1.

7 Tronsit Datd (::».u.yw) were abolished by 1844,

* {amion, 2 ms hefween Indie and Hugland, p. 214,

4 Cotion’s Report { Min mn para 76.
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but with the establishment of British dominion, India came
under the Navigation Acts, and therefore indigenous enter-
prise in trade and shipping had a set) thack.

At least upto about 180, foreign trade remained dvprecscd
and this caused Joud complmms from the Court of Directors in
Customs 1’(‘\ enue was most dﬂ(‘(‘t("d, as l"i clear tTOID

London.
the foll o“mg figures’ -
Yeor Land Customns Sea Customs
1828-29 Rs, 41,894,703 Rs. 10,535,917
1833134 Rs, 35,97,200 Rs. 6,80,323

Since 1840, the foreign trade scems to have somewhat- reco-
vered, but the slowness of the recovery is clear from the fact
that the total export trade only increased by Rs. 30 lakhs be-
tween 1834 and 1830, Bengal and Bombay fared much better

in this respect.

VI
CoNCLUSION ;
\We will now bring together the different aspects of the

problem. A general fall of prices must be due either to the
diminution of the cireulating medium, or to the increase of

the transactions to be performed by that medium, or to hoth.
In the present case, we know (1) that the circulating medium
ditninished in quantity during the period 1820-1850, (2) that

~the available circulating medium had more duties to discharge

sceing that cash payments bad increased and that external
trade had expanded ro some extent. Both influences were
working simulianeously. and that led to the steep and pro-

longed fall of prices, but the more potent cause was on the .

the demand for that circulating medinm, i.e., an increase of

.

supply side. Owing to various causes detailed above, there

arose an inadequacy of currency in the country, and this
resulted in one of the greatest depressions in the economic
history of India.

After 1850, these tendencies changed. The dmcm'erv of
cold mines in California and Australia resulted in an unpre-
cedented supply of the yellow metal, and pushed up prices in
the world's markets to great heights. This gave a areat

! Despateh, 30th August, 1837, (Finance} paras. 4 and 7.
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impetus to productive activity in India as well as in other :
countries, The construction -of railways, the opening  of
‘plantations -and the establishment . of industries financed by
British capital in India broughr into the country -much money
from outside, and the growing demand for Indian jute and
coffec and tea in Europe made bullion to flow once again in’
the direction of India. The cotton famine in Ldncashnre in
the sixties gavé India -an opportunity to expand her exports
beyond all proportions and the opening of the Suez Canal
further strengthened that opportunity.  From 1834, prices went .
on rising, and not even the Great Depression of Europe in
1873-06 affected Tndia, thanks to the steady {all in the exchange
vahm of the rupee during that period.

- PRINTED AT THE DIOCESAN PRESS, MADRAS—I033. CrooRS..
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