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No. 21. Read the following letter from C.A, LAWSON, Esq., Secretary of the Chamber of
Commerce, Madras; to the Honorable A. J, ARBUT HNOT, Chief Secretary to
Government, Fort Saint George, dated Madras, 4th May 1864.

I have the honor to hand you herewith copy of a Memorial addressed by the Madras Cham-
ber of Commerce to His Excellency the Governor General of India in Council on the extension
of the Indian Currency.

To rue Rieur HoxorABLE Sir J. LAWRENCE, e. c. B., &c.,
Viceroy and Governor General of India in Council.

The respectful Memorial of the Madras Chamb er

of Commerce,
SHEWETH,

That the greatly extended and extending trade of India renders it mogt desirable the cur-
rency should be enlarged to meet the growing wants of the country.

2. That a Paper Currency from its economy and facility of transmission is suitable to a
country advancing in civilization in which the operations of trade are yearly increasing, and that
in your Memorialists’ opinion India is prepared for such a currency on a Widély extended scale. -

3. That the existing Paper system has not realized the benefits which were anticipated on
its introduction, owing, as far as this Presidency is concerned, to the Presidency District being
the only Circle of Issue, and no effectual measures having been taken to facilitate the converti-
bility of Notes at the Mofussil Treasuries. The circulation has in consequence been of a very
resiricted character and of very limited advantage.

4. That a well regulated Paper Currency in the convertibility of which the people felt full
confidence, would be generally acceptable to all classes, of incalculable advantage in the trans.
actions of Commerce, and a source of profit to the State.

5. That whatever measures may be adopted it is submitted the end to be kept in view
should be the ultimate circulation of Notes as a legal tender throughout each Presidency, by
which alone can the full benefits of a Paper issue be obtained. There are doubtless difficulties in
the way of the present adoption of such a general measure. Your Memorialists, however, are of
opinion that the immediate creation of Circles of Issue throughout the country should take place
and the Mofussil Treasury balances be made, as far as possible, available for the conversion
of Notes,

6. That the acceptance of Notes in payment of Government dues everywhere should be at
once authorized. -

7. That the comparatively low wages of labor in India and consequent multitude of small
payments, render it desirable the lowest denomination of Note should be reduced to five Ru-
pees. It is belieyed such Notes would speedily come into very general use and extensive
circulation.

8, That while the Chamber is of opinion that the extension of the Paper issue is of
primary importance in the consideration of the question of an improved Currency system, it
is also of opinion that the introduction of gold as a circulating medium would be of material
advantage. ¢

9. The greater convenience of gold as a coinage compared with silver, from its probability
and facility of transmission from place to place, is obvious; and although from the comparatively
small means of the mass of the people of this country, silver must continue to form an important
part of the circulation, it is believed a gold currency if introduced would rapidly come into
general use. A convenient sub-division of whatever gold coin might be adopted into halves and
quarters for the purposes of small payments would be necgssary.

10. The fact that at the present time a large quantity of gold yearly finds its way to India
leads to the belief that a coinage of that metal would be generally acceptabie,

11. That the imports of silver into India have of late years been constautly iucreasing,

-ave doubts have been entertained whether the production of that metal corresponds to the
increasing demand ; on the other hand there is reason to believe the production of gold will con-
tinue to be sufficient for the wants of the world, and it is therefore desirable India should not be
excluded from the use of it as a curreney.
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12. That while your Memorialists believe the financial embarrassments through which
India has been passing have arisen from a sudden and unlooked for expansion of trade, and could
not have been averted or prevented by any Currency system, they are nevertheless of opinion that
the severity of the crisis would have been to some extent mitigated, and its duration shortened
had gold been in use.

13. Your Memorialists having thus briefly and generally stated their reasons for believing
the present currency might with benefit to the country be amended, respectfully but urgently

_solicit your Excellency in Council to give this important subject your earnest consideration,

with a view to the adoption of measures for the early enlargement of the Paper issue, and the

~ introduction of a Gold Currency.

(By order of the Madras Chamber of Commerce.)

(Signed) A.J. BYARD,
Mapras, 30tk April 1864, Chairman.

No. 22.  To the Secretary to the Government of 1ndia, Financial Department, dated Fort
Saint George, 4th July 1864, No. 349.

I am directed by His Excellency the Governor in Council to offer the following remarks
with reference to the Memorial which has been addressed to His Excellency the Viceroy and
Governor General, by the Madras Chamber of Commerce, with reference to the Currency.

2. In the first place, I am to observe that the Memorialists are in error in supposing that
the acceptance of Currency Notes in payment of Government dues has not been authorized. In
this Presidency Currency Notes have been received everywhere in payment of Government dues
since the 81st July 1862. A copy of the Circular issued on that date by the Acting Accountant
General, under instructions furnished to him by this Government, is herewith forwarded.

8, The other points urged by the Chamber are : 1st, that Circles of Issue should be created
throughout the country, and that the Mofussil Treasury balances should be made, a8 fat ag possi-
ble, available for the conversion of Notes.

2nd.~That the lowest denomination of Notes should be reduced to five Rupees.
8rd.—That the introduction of a Gold Currency should receive the consideration of the Govern-
ment of India.

4. In regard to the creation of additional Circles of Issue, the Governor in Council coneurs with

. the Chamber that until, several Circles of Issue shall have been established, at the centres of which

the Currency Notes shall be legally convertible, there is no prospect of inducing that confidence in
the Paper Currency which is essential to its free circulation. In the opinion of His Excellency in

Council, the Madras Presidency, including Mysore, should be divided into six Circles, which might
be arranged as follows :—

Districts includ-
Centres. ed in Circles,

Madras.
North Arcot.
Cuddapah,
Salem.
Coimbatore,
South Arcot,
Ganjam,
Vizagapatam.,
Godavery,
Kistna,
Bangalore.......... Mysore.

Bellary.
Bellary... ...... { Kurnool,

. Malahar.
Calicut io..500 { South Ckbare.

N!a.dras, includ-

Y e Ve

! "il“a.nj}:)re.

PR richinopoly.
" Trichinopoly.... < Midars

{ Tinnevelly,

Proceedings of the Madras Government, Financial Department,
4th July 1864.

The Governor in Council is satisfied that the number of Circles here proposed is not greater than
is requisite ; but while he would strongly advocate the establishment of these Circles on the ground
that any increase in the number of places at which the notes are immediately conyertible will
pro tanto tend to foster confidence in the currency, he is satisfied that the advantages gained
will be inconsiderable, unless more use is made of the Treasury balances than has been done
hitherto for the conversion of notes. This Government has recently directed that Currency
Notes shall be cashed in all the Treasuries to the extent to which, in the opinion of the officers
in charge, they, may be re-issuable. The Governor in Council would be disposed to go further
and to direct that Notes should everywhere be cashed to the full extent of the funds available.
He believes that arrangements to that effect might without difficulty be made by the Account-
ant General in communication with the local officers; and he would submit that the adop-
tion of this course is in no way incompatible with the object of keeping the cash balances at the
lowest point consistent with the requirements of the State. When by this means public confidence
in the Notes has once been established they will pass freely from hand to hand, and but a small
portion of them will be presented for cash at the Government Treasuries. Unless by such subsi-
diary arrangements the convenience of the public is met and their confidence gained, it is to be
feared that the number of circles as above proposed for this Presidency would be insufficient to
promote any extensive circulation of the Government Notes. Thus, e. g., no Native of the Vizaga-
patam Circle residing at Berhampore or Cocanada would take a note for which he could not obtain
cash save at the town of Vizagapatam 100, or 150 miles distant.

5. The Governor in Council concurs in the opinion of the Chamber of Commerce that the
lowest denomination of note should be reduced to five Rupees.

6. As regards the introduction of a Gold Currency, the Governor in Council thinks it ques-
tionable whether such a measure is needed in this Presidency. Any thing that is done in this direc-
tion should, he thinks, be done by way of experiment ; as, for instance, by receiving Sovereigns in
payment of Government dues at a certain value, to be determined periodically. If this should
have the effect of bringing gold coins into circulation to a limited extent, the further step of declar-
ing them a legal tender might then be taken.

(Signed) A. J. ARBUTHNOT,
Chief Secretary.

Exd, J, Tulloch,
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“ In short, the effect of a depreciated and fluctuating small-note incon-
“vertible currency is utterly demoralising, and of all the expedients which
“a Government could resort to for raising money, this is unquestionably the
“1ost costly and the most burdensome. - '

“ I assume, therefore, that in accordance with the opinion intimated by
“8ir C. Wood, the first consideration in introducing a system of Paper Cur-
“rency in India must he to place its convertibility beyond question.”

The divergence of opinion has reference to the means by which this
convertibility is to be maintained. ‘

Mr. Wilson’s proposition is “ that the only means by which a paper
“note circulation can be extensively applied to India, such as.shall be uni-
“versally current, and can be safely made a legal tender, is through the
“agency of the Government, and that it possesses means peculiarly favour-
“able for the useful exercise of such a function.”

Mr. Wilson also takes pains to show that the conditions for a legal
tender paper money are inconsistent with the other business and obligations
of Banks. “Banks of issue,” hie says, “ have a variety of claimants, deposit-
“ ors, holders of their drafts or bills of exchange, snd note-holders. To set
“ aside as large a portion of their assets in coins and securities as would be
“required to cover their note issues for the particular use and security of one
“ class of their creditors, would be to reduce the security of the others, and
“in event of a failure, would lead to a direct preference of one class of cre-
““ ditors to the injury of the others.”

Sir Charles Wood, who, quite irrespective of his official position as
Secretary of State for India, is one of the highest authorities on this class of
subjects, entirely coincides in Mr. Wilson’s view.

Mr: Laing, on the contrary, prefers the ageney of Banks, and he says
that if he had consulted his own views only, he should have appointed the
Bank of Bengal sole agent of the Government in the Bengal Presidency,
both for Treasury business and cwrency, and have put it in effect on the
same footing as the Bank of England. :

A modified arrangement was, however, adopted out of deference to the
known views of the Secretary of State, by which M. Laing hoped that
while the objects he had in view would be substantially obtained, the prin-
ciple of a Government issue would he strictly upheld.

According to this arrangement the Master of the Mint at Caleutta is
the Commissioner of Currency for the entire Bengal Presidency. The notes
are all originally issued by him, and he holds the coin, bullion, and securities
which the notes represent.  But an agreement has also been entered into
with the Bank of Bengal by which that Bank has been constituted, as it is

i)

now deseribed, not an agency for issue, but an agency for circulation after
issue, and the Bank is allowed a commission of § per cent. upon all notes in
circulation for which it has paid coin or bullion. * Tor this commission,”
Mr. Laing explains, “the Bank undertake the whole of what may be called
“ the retail work of issuing and cashing notes across the counter and for
“ small amounts ; the whole correspondence as to notes lost or stopped pay-
“ment; the whole risk of loss from forgeries, &ec.; and what is the most
“ important of all, they undertake to establish branches wherever desired by
“ the Government, and to provide at them, at their own risk and cost, the

“ means of cashing all Government notes which may be presented in the :

“ ordinary course of business.”

Besides Mr. Laing’s general preference of Banks to Covernment
agency, he urges two special reasons for the arrangement recommended by
him.

The first is that it was necessary “to ensure an uniform note currency
“for the whole Presidency, which could he aftained in no other way than
“ by an arrangement making it worth the while of the Bank to maintain
“ considerable cash reserves at a number of Provincial Cities, and to run the
“ risk of heavy expense in transferring coin rapidly from Calcutta to any
“ branch where it was required.” Mr, Laing elsewhere “observes—* No one
“ acquainted with India can doubt that the chief advantage looked for from
“ a Paper Currency would be lost if it were not uniform. If a traveller start-
“ ing from Calcutta for Peshawur had five or six times in the course of his
“ journey to go to a Banker or money-dealer and get his notes changed, pro-

““ bably at a discount, for notes of a new Circle, it is almost certain that he

“ would prefer taking with him, as at present, a bag of Rupees. In India
“ distances are great; communications imperfect; the Native population
“ generally ignorant and suspicious with regard to monetary matters; and
“ money-changers accustomed to exorbitant rates and anxious to retain their
“ business. To divide India, therefore, into some 40 or 50 different Cur-
“ rency Circles, would have been to create a state of things like that which
“ before the general infroduction of Gold existed in Germany, where the
* original Thaler or Florin of the unhappy traveller soon dwindled down to

“ half its amount in exchanges, at the Frontiers of a succession of petty

“ States.”

The other reason urged by Mr. Laing is that the Bank agency is the
most economical. * It is clear,” he observes, “that the Government could
“not have established Commissions of Issue of its own for any thing like
“the sum which it pays the Bank. In the Presidency Towns a large build-
“ing must have been built or hired in the centre of business, with ample
“ counter accommodation and a number of clerks. TIn the Provinces there
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“could not have been fewer than 20 Circles of Issue, at the centre of
“each of which in some large town, there must also have been a commodi-
“ous Office and a separate establishment. This establishment could not have
A bgen very cheap, for a Deputy Commissioner charged with the Cwrency
“must have been a man of a superior stamp and well paid, and with large
“ cash transactions and stocks of notes, he must have had one or more well-
“ paid Assistants to act in case of his illness or absence. I doubt if a State
“ Currency Commission, to do the work of a Bank, could have been establish-
“ed for less than £6,000 or £8,000 a year in Calcutta, and an average of
“ £1,500 or £2,000 a year for each Provincial Circle, in which case it must
“ have cost the Goovernment at least twice as much to do the work as it will
“ pay by employing Bank agency.”

According to Mr. Laing’s arrangement the Branch Banks are not
under an ahsolute obligation to cash the Government notes, but are only
expected to do so “under all ordinary circumstances.” Practically,” he
says, “the Branch Banks would generally be « ready to cash Presidency
“ notes issued by their parent Banks as a matter of accommodation to their
“ customers, and thus the advantages of an uniform circulating medium
“would be to a great extent attained.” Te even contemplates the case
of a Branch Bank having, under certain circumstances, to suspend cash
payments. “In the extreme case of a Bank heing obliged to postpone
“for a day or two, until it can receive a remittance from Calcutta, the
“ aeccommodation of cashing mnotes which is afforded to the Public as a
“ matter of convenience andnot of legal right, the consequences are far less
“ serious than if the Government had failed in fulfilling a legal obligation.”

Having thus stated as clearly as I can the main points at issue, it is
time that I should express my own views.

I hold in the strongest manner the opinion that absolute, mnstant,
never-failing convertibility is essential to a Covernment Paper Currency.
We owe this to our subjects, whose specie and bullion we take in exchange
for our promises to pay, and in reference to whom we invest with the charac-
ter of legal tender, notes which would defraud them of their due if they
were not instantaneously payable in specie.  We owe it to ourselves that
our notes should not be returned to their holders dishonoured in any quarter
where there can be even a semblance of claim to receive their value in specie.
And we owe it to Society at large, which has now for the first time an oppor-
tunity of seeing tried, on a large and favourable field, an experiment, to which
many of the ablest and clearest thinkers on the difficult subject of Currency
attach the highest importance. Conditional convertibility is hardly to be
~ distinguished from inconvertibility. ~Suspension of cash payments is in every

country justly regarded as a symptom of msolvency.  An ill regulated Paper

Il
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Currency is, as Mr. Laing truly observes, one of the worst evils with which a
nation can be afflicted, and the absence of the most perfect convertibility is
the most decisive defect in such a Currency. It would be far better to have
no Government Paper Currency at all than to have one which was in any
degree liable to this objection. | »

I therefore prefer Mr. Wilson’s and Sir Charles Wood’s plan, because it
secures the convertibility of the notes by a self-acting process. A moderate
sum, below which the circulation could not by any possibility fall, would be.
held at the Presidency in Government Securities, and coin would be deposit-
ed at the Deputy Commissioners’ Offices in ‘the Provinces fo the full extent
to which notes would be legally payable there. This plan calls for no effort
and occadions no anxiety. All that is necessary is that it should be main-
tained in existence as a matter of fact, and the Government Currency system
will stand like a house founded upon a rock, whatever floods come and winds

blow, and beat upon the Public Finances and upon Banking and Commerce.

Banks are acted upon by too many absorbing and deflecting cir-
cumstances primarily affecting them as such, to be a proper basis for so
delicate an instrument as a system of Government Paper Currency. Twice
of late years (in 1847 and 1857) the machinery constituted upon this
principle in England has got out of gear, and is it likely that there will be no

" commercial revulsions in any of the Provinces of this great Eastern Empire,

where most of the conditions are so much less favourable? It might not
be easy to transfer coin rapidly from Calcutta to every Branch Bank th:re
it was required. Commercial panics are epidemic. Indeed the causes which
produce them generally affect the entire community in a greater or less
degree. In what a position then should we be if the Government Currency
were dependent upon Branch Banks which had a hard struggle to maintain
their own solvency. The Government monetary system ought to be the
main-stay to which all would look with confidence when storms arise. How
different the result would be if that system were practically identified with
the banking system, so that they must be involved in a common catas-
trophe.

But the inexpediency of this ill-assorted alliance does not depend upon
the existence of commercial derangements. There is an ordinary condition
which is decisive against it—the course of the internal exchange. It will be
seen from the following passage of Mr. Wilson’s Minute that he was fully
aware of this peculiar feature of the Indian commercial and banking system,

and carefully considered it, and made a suitable provision for it in the plan

of the Government Paper Currency :—

“T reserve at present the question whether all notes may not be made
“ payable at the Presidency Capitals within which they are issued. I am

B '
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“inclined to believe such may safely be done without any chance of loss to
“the Government; but the point requires further consideration. I mean
“ that all notes issued in Bengal, the North-West Provinces, and the Puanjab,
“should be payable at Calcutta as well as at the place of issue; and that
*“all notes issued in the Presidencies of Bombay and Madras respectively
“should i like manner be payable in Bombay and Madras. I incline to
* think that the course of the exchange between the interior and the ship-
“ ping ports is always such as would admit of this concession without loss ;
“and if so, it would be a great advantage to the circulation of the notes.
“ That the tendencies of the exchange will always be, as they in fact are at
“ present, in favour of the interior of India, is plain from the fact that the
“ quantity of produce which comes down for shipment is much laiger than
“of goods going up. At the present time, in the North-West, a bill on
“ Calcutta for Rs. 100 may be purchased for Rs. 98, showing a premium of
“2 per cent. in favour of -Up-country. Assuming then that it is safe to
“make all the notes payable in the Presidency towns, the condition of the
“ circulation would be exactly that of Bank of England notes; the notes
“would be payable for revenue everywhere ; each note would be payable in
“coin at the place of its issue; and all notes of the Presidency wherein
“1ssued would be payable in coin at the Capital of the Presidency.” M.

Wilson, plainly foresaw that it would be impossible to establish an uniform
: Paper Currency in the sense of making every note legally convertible into
specie in every part of India, without transferring to the Government the
expense of conducting the entire remittance and exchange business of this
great Continent.

~ Some indication of the action of this current of the internal exchanges
upon the Branch Banks in their relation to the Government Paper Cur-
rency may be gathered from the following passage of the last letter to the
Secretary of State :—

“ These notes have a private Bank mark by which they are recognized
““ at the Branches and at the Head Office; those put into circulation by each
“ Branch being freely exchanged for coin at their own Branch, and if sent
“ elsewhere and paid into any other Branch or into the Head Office, they are
“ immediately returned to the Branch to which they belong : the notes of
“ the Head Office being {reated exactly in the same way, except that they are
“ cashed at the Branches more charily, and not if apparently employed solely
“ for purposes of remittance.”

From this it appears, that, notwithstanding the § per cent. paid on the
whole of the Government Paper Currency, to make it “worth the while
“of the Bank to maintain considerable cash reserves at a number of Pro-
“vincial Cities,” the Bank has established subordinate Currency Circles

B—
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of its own within the Caleutla Government Circle, and that the “inestimable
“privilege of an uniform currency” has no existence. Even the notes of
the Head Office of the Calcutta Circle are “charily” cashed at the
Branch Banks within the Circle, and are altogether refused * if apparently
employed solely for purposes of remittance.”* This may be prudent bank-
“ing, but our Government Paper Money ought not to be subjected to such
treatment at the hands of our Agents whom we pay expressly for the
purpose of maintaining it in circulation. If our I Agents set the
example of refusing to cash our own notes, how can we expect them to
be freely taken by the Native Merchants and Bankers, who look upon them

i with jealousy both as novelties and as interfering with the large profits
they have’ been in the habit of making from the internal exchange. The
Bank of Bengal is obviously acting m two incompatible functions, and is
under the necessity of doing, in mere self-defence as Banker, what in its
capacity of Agent for the Government Paper Money does not admit of

justification.

In one case only has the Bank of Bengal attempted to maintain the
desired uniformity. It was hoped that the neighbouring Branch Bank
of Dacca might be worked in real union with the Head Office at Calcutta.
With what result may be seen from the following Extract from a Report
from the Branch Inspector, dated from Dacca on the 14th instant:—* The
“ supply of notes received this week are being rapidly absorbed by the
“ Shroffs for remittances in return for advances on salt made in Caleutta.
~« If this Cirele is to be kept up between Caleutta and Dacca as briskly as
“ heretofore, a tremendous balance in hard cash will be the result.” Can
there be a more decisive proof of the necessity of separating the functions of
Bankers from those of Agents for the Currency ? This useless accumulation
of funds at Dacca ought to be stopped, and the Native Merchants ought to
he made to pay for the accommodation of enabling them to make their remit-
tances ; but this should be done by the Bank in their capacity of Bankers,
without its involving a breach of their obligafoions as Agents for the Govern-
ment Paper Currency. If the hands of the Bank were untied by its ceasing
to act as Agent for the Currency, it might make large legitmate profits by
operating upon the internal exchanges.

The new institution cannot take root and grow under such conditions
as these. Sir Charles Wood’s opinion that sufficient provision has not been

* The agreement with the Bank of Bengal in reference to these Branches, which are all within
the Circle of Caleutta, was as follows :—* That the said Branch Bank, during the continuance of
“ these presents, shall and will, to the utmost of their power, pay and satisfy, on demand, to the
“ holdefs, the amount of all Government Currency Notes duly issued within'the Cirele of Calcutta
“ under the said Act XIX of 186!, which shall oe presented for payment or conversion into Cash at
“ the Office of the Bank.”
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made for the conversion of the notes

been well founded. The desire of H

p er Majesty’s Government that every
necessary facility should be given for the substitution of a currency of mnotes

foF that of .silver as largely as the population will adopt it, cannot be accom-
plished while this obstacle opposes the extension of the new currency. The

note circulation of the Bank of Bengal in January 1862 was £1,820,359,

while the Government notes which had been issued at Calcutta in February
1863 amoun y b0 ¥£2,430,000.  The real comparison is even less
favourable to the new currency than this, for the Returns of the Presidency
Banks give only the value of the Bank Notes in circulation and do not
show the value of the notes dormant in the tills of the Banks, upon which
principle the circulation in Bengal is less now than in 1861, the average of

that year having heen £1,731,634 and the active circulation now heing
£1,608,000. : | ‘

The Secretary of State in more than ope place raises the question on
what principle the 4 per cent. for agency is to be paid. This question has
assumed larger proportions. The agency is stated, in the last letter to the
Secretary of State, not to be for issue, but for “circulation after issue.”
In the agreement with the Bank of Bengal for the establishment of the
Branch Bank at Rangoon, (which is not included in any Government Circle
of Issue,) there is no stipulation either as respects issue or cireulation. The
Government Paper Currency is not even mentioned in the agreement, and
the same course is proposed to be followed in respect to intended new
Branches at Agra, Allahabad, Lahore, Lucknow, and Nagpoor. For what
service then is £ per cent. to be paid on the notes ceirculated throuch
Branches in reference to which no agency exists? If the Bank uses our
notes at these Branches, it will do so solely. for its own profit, and in this
respect.it will be on the same footing as any other Bank which finds it
convenient to employ our notes in the transaction of its husiness,

I have given my reasons for thinkin
public interest that Government notes sh
extended regions in the interior witho
Government Offices of Issue, and with no better guarantee for their conver-
sion info specie than the partial and uncertain action of Branch Banks, it
would be a grave public evil. Tt must be remembered that, unlike Beligal
Proper, those Provinces have no experience of a note circul’ation, and that

the Managers of Branch Banks would he under much less effective supervi-
sion at those great distances than they are in Bengal.

8, that, so far from its heing for the
ould be introduced to these widely

Mr. Wilson’s opinion on this

point will be see : o
passage of his Minute :—* But if th en from the following

e objections to g legal tender note circu-

beyond Caleutta has proved to have

ut the solid foundation of separate

(9)

“lation by Banks generally are so strong, in India they become much more
«“go. Tf it is desirable to establish in any country such Paper. Money, it 1s
« ossential that it should be in general use througl}‘out, m-ld 1ssiued ?nder a
« single authority. We have only to consider how impossible it would be

“for any banking establishment to extend its agencies over the greater part

« of Tndia, to see that no such’ Bank could possibly ’fulﬁlb‘.the“_‘;frfinetiﬁiﬁi'fﬁf ‘,

S 2

« conducting universally the ‘lerg?;l;agOR‘~af ‘notes.

gl

In my opinion, therefore, a refurn s
a Government Paper Currency. ‘,—.The, ma
Money.should be entirely assumed by the Goverm aper )
should be identified with the Govemsment as completely as ,th‘c.a. Silver Mm}ey
18, and the connection in the popular mind sh9u1d be, not. W;ﬂ} Banks with
their prevailing mercantile associations, but with the permanent character

puc principle
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and inexhaustible resources of the Government. Certain places should be

fixed af which notes would be exchanged by Government Officers for coin and
coin for notes: and this limited obligation should be fulfilled absolutely,
instantly, and without any 1iabil}y of failure.

These places ought, TJowever, to be as few as_*possible. Caleutta for
Bengal Proper Benares and Mirzapoor ; Cawnpooy for the North—West
Provinces and Oudh; Nagpoor for the Central Provinces; and Liahore for
the Lieutenant Governorship of the Punjab, will, I hope, suffice as regards
the Bengal Presidency. As Madras and Bombay are more compact, and
their Provinces are united by closer relations with their Capitals, it will
not, I think, be necessary to have a second place of issue in either of those
Presidencies.

The expense of these a.rrangeménts will be modf.:rate. ' The system is so
simple that the most extensivg Government note circulation may be safe-
ly and effectively managed by a small n'umber of.persons. The Col-
lectors of Cawnpoor, Nagpoor and Lahore, with the assistance of a few wel.l-
selected and well-paid Clerks, would do all that would be necessary in
the three mew Circles. The verification of the note.s and. the corre-
spondence as to notes lost or stopped paymen‘t are dutles.whmh, however
important they may be, do not take up muchtime. The risk of loss from
forgeries has happily proved not to be great.

Although Banks are out of place as official Agents for the Government
Currency, they have an important part. to perfcfrm even as regards that
Currency. For their own sakes, they will extensively use the Government
notes, and in this sense they will be voluntary unpaid Agents .for the
Currency. This will be a relation of mutua'\l benefit. The Banks will take

c

5

o s st



(10 )

the notes as they want them, and will use them for their own purposes with-
out the embarrassment of any Government connection.

The support given to industry in other countries by the Scotch Bank-
ing system shows what advantage may be expected from the extension

of Branch Banks. Tn this country it would be productive of special hene-

fit, because it would bring British honesty and intelligence and habits of
~ business to beavwupon tl af Native population. India is not like Ame-
y thing has to be created. There are enor-

with Furopean ci if our Merchants and Bankers take up the
position in.India which has long been occupied hy our Civilians and Military
men in their own sphere, I do not sze any limit to the prosperity of this great
country.  All our Banking Establishments at Caleutta will, I hope, seriously
consider about forming branches in the interior in connexion with the Rail-
ways and under the protection of the new Police and of the improved judi-
cial system supervised by the High Court.

I'am also entirely in favour of employing Banks to hold the Govern-
ment balances and make the Government payments, and the most obvious
public convenience requires that, as far as possible, the same Bank should he
so employed.  The arrangement with the Bank of Bengal has. however, heen
framed on anovel and very inconvenient prineiple.  Instead of making a pay-
ment to the Bank for service performed, and giving it the use of the Govern-
ment balances, whatever they may be, a payment is made, and a minimum s
also fixed with the understanding that if the Government balance falls helow
it, interest will be paid to the Bank on the difference. The consequence of
thisis a complication of account and a serious counteraction of the tendency
to a concentration of balances which should be cultivated as an essential
part of every sound system of Finance. We are now actually called upon to
pay interest on a supposed deficiency at Bombay, although we keep up our
balance there to the extent of our local wants, and our balances elsewhere
are greatly in excess of our wants. It would be far better to increase the
direct payments made to the Bank to the full level of the value of the ser-
vice performed and to retain entire freedom in the management of our
balances. .

We should, I think, enter info arrangements with the Bank of Ben-
gal on this principle for their doing our business wherever it would he
for our mutual advantage that it should be so done. T am only doing
common justice to the Bank of Bengal in saying that it is at pre-
-sent managed in a very able and public-spirited manner. The strictures
it has been my duty to make have been entirely confined to the official

jere which only have to be brought into relation

<x

(-1 )

agency of the Bank for the Government Currency as « system. The indivi-
dual action under that system is entitled only to praise. I should be sorry if
the proprietors had to complain of any loss in consequence of changes made

at my recommendation. I am persuaded that it will not be so.
In the observations I have ventured to submif, I have drgued_with as

st K&ﬁ Althougn

much freedom as if we were not bound by
have carefully reviewed the pre_
subject are not of recent formation;
them, it will not be diminished by their a
dour. It has, however, been seen that my views coincide on main
points with the instructions of the Secretary of State. By acting on these
principles an uniform Currency will be secured. to the fullest extent con-
sistent with safety. When it is remembered that the Government notes
will be a legal tender, that they will be everywhere receivable in payment of
Revenue and other Government dues, that the notes, wherever issued, will all
be payable at Calcutta, and that Banking Companies, some of which already
have branches at the principal places on the route, will certainly use them for
their own advantage, I shall be surprised if a traveller has to change his
notes between Calcutta and Peshawur, except in payment of his expenses.

- My reasoning of course applies ¢ mutatis mutandis’ to Madras and Bombay
~as well as to Bengal.

CALCUTTA, : } C. E. TREVELYAN. .

February 28, 1863.
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