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Proceedings of the Madras Government, Financial Depariment,

from 24th Seplember to 4th October 1859.

21, Read the following letter from C. H. LUSHINGTOS, Esq., Secretary to the Go-
vernment of India Financial Department; to the Chief Secretary to the Government of
M adras, dated Fort William, 31st August 1859, No. 7572,

I am directed to acknowledge the receipt of your letter, No. 407, dated the 23rd ultimo,
and its enclosures, relative to the question of the receipt at the Talook and subordinate Trea-
suries of the Madras Presidency, of notes of the Bank of Madras tendered in payment of sunis
due to Government.

9. The Governor General in Council concurs with His Excellency the Governor of
Fort Suint George, in thinking, that the Establishment of a Government note circulation within
proper limits and under proper regulations, is the best remedy for the evils complained of. A
scheme for the issue of @ Government paper currency has indeed already been laid before Her
Majesty’s Secretary of State, in a Despatch of this Government, No. 61, dated the 27th April
Jast, and I am desired to forward a copy of that Despatch and of its enclosure for the infor-
mation of the Government of Fort Saint George, with an intimation that this Government has
submitted the question contained in the papers forwarded with your letter, tothe Right HHono-
rable the Secretary of State for his orders, with the opinion that the scheme already submitted to
him is preferable to the one proposed by Sir Charles Trevelyan. The Governor General in
Council does not see the necessity of absolut:ly restricling the issue of notes to so small an
amount as 3 millions sterling, or of declaring the notes to be legal tender, or the propriety of
allowing them to be received generally in all British Treasuries. This last measure, His Excel-
lency in Council thinks, would be very likely to place the Government in difficulties in meeting
the conversion of notes.

(24

3. Should a Government paper currency not be introduced, this Government sees no ins
Superable objection to the restrictions now existing as to the receipt of notes of the Bank of Ma-
dras at the Talook Treasuries being taken off, provided (as proposed in the 36th paragraph of
the letter of the Chamber of Commerce to your address) that such a reception of notes ““ be made
« strictly subordinate to the convenience of the Government’s own financial operations.” The
iuterests of Government, His Excellency in Council observes, would generally be protected by
the payments in notes being made by known and responsible persons, and it does not seem to
him probable that the ryots would frequently be sufferers from the reception of forged notes, as
they would at once cease to ‘take them if they found themselves subjected to much rvisk. It
would of course rest with the Government of Fort Saint George, to determine at what Talook
and Hoozoor Treasuries the notes should be received, and at what Treasuries they should be
refused ; also, whether they should be received in full payment of revenue or in part payment
only, according to the amount of Cash that might be required at the several Treasuries.

THE RIGHT HONORABLE LORD STANLEY,

SECRETARY or STATE ror INDIA.
My Lorp,

We have the homor to forward, for the consideration of your Lordship, a copy of a note,
dated 11th February last, prepared by our Financial Secretary, regarding the issue of a Govern-
ment paper currency in India.

2 Such a measure would certainly be productive of advantages. It would prove convenient
both to the public and to the Government; and it would afford eventually a very large saving to
the State, as the minimun amount in circulation would be, in fact, a public loan, bearing no in-
terest. But, on the other hand, it would involve very serious risks, which demand careful con-
sideration.

3. In the first place, there may be risk of Government having the business of the transport
of bullion thrown upon its hands. But this objection might, we think, be met by having several
central treasuries at places where the largest disbursements are made, with not too large circles
around them.
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4. In the second place, it seeis to us that it would be unwise to introduce this measure at
a time when there is reason to suspect that the security of the Indian Government is regarded
with mistrust by the sensitive community with which we have to deal.
willingness to receive the notes, or an eagerness to convert th
credit of the Government, and seriously embarrassing.

5. Lastly, we believe that the convertibili
cient guarantee against over-issue,
fidence, the temptation to take dange

A refusal, or even an un-
em, might become damaging to the

ty of the notes, on dem

and, would not be a suff
When once the P

a suffi-
aper currency is established in publie con-
rous advantage of this confidence will be very great in a time
of difficulty, if the power of doing so is left in the hands of the Government of India alone.
Restriction by law, either to a certain amount of issue, absolutely, or to an amount relative to the

balances in hand, will, in our opinion, be necessary. We think, that such a law ought to be
passed by Parliament, and not by the Legislative Council of India,

6. We do not consider it necessary to go into the details of o
Upon these we think that it would be expedient to take the o
telligent and influential bankers and merchants in India,
to regarding them,

scheme of paper currency.
Pinions of some of the most in-
before any final determination is come

7. Our present object is to obtain

an_expression of your Lordship’s views in re
extension of the paper currency of India,

spect to an
in the manner proposed.

We have the honor to be,

My Lorp,

Your Lordship’s most obedient humble Se
(Signed) CANNING,
S g, TR GRANT,
» ) J OUTRAM,
» ) H. RICKETT,
» ) B, PEACOCK,

Vorr Wirrian,
The 27th April 1859.}

rvants,

FEN P ey

(True Copy.)

(Signed) C. HUGH LUSHINGTOY,
Secretary to the G overnment of India.
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Note on the Extension of Paper Currency in India,

It will be admitted, I believe,

be productive of many advantage

large, and to the Government ;

manner in which the extension
troduced.

by the Financial Seeretary.

er currency throughout India would
enient to individuals, to the public at
n which a doubt exists, is as to the
and the time at which jt ought to be in-

that an extension of pap
§; that it would Prove cony
and that the only question }
can best be carried out,

2. As a rule, it has been argued that it js better t
should be entrusted to a Bank than to the Governm

that means obtained against the evilg attendant on g
1o the wants of the country or the amount of coin i
the management rests solely with the G
embarrassment ; and on this ground it
circulation of India would he by the e
Madras and Bombay, under the provisi
most considerable towns, on the unders
made payable at those places on
3. But there is a great,
in the uncertainty of thej pa

prietors to apply for an extension of capital, with a vieyw t

question has several times been considered by the Directors
occasion an agency was actually established at Mirzapoor,
as no solution of the existing difficulties is likely ¢
or until greater advantages are offered for the trans

hat the management of a paper currency
ent, because of the greater security that is by
N excess issue of Notes,
 poessssion of the Government, which, when

overnment, may be toq probable during any period of
may be said, that ¢

il

1¢ best means of extending the papes
stablishment of Branch Banks of the Banks of Bengal,
ons of their respectiye Charter Acts, at several of the
tanding that the Notes issued from such Banks should be
ly from whence they mi

ght be issued, /
if not an insuperable ghys

' tacle to
ying such a dividend 44 will m

either with reference

the establishment of such Banks,
ake it worth the while of the pro-
o the establishment of them, The
of the Bank of Bengal, and on one
But it was not found to answer; and

© be met with, under existing circumstances,
action of Banking business, by

the general in-
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