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Proceedings of the Madras Government, Financial Department,

1s¢t April 1869.
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Read the following :—
No. 1. Mmvure by His Excellency the PRESIDENT, dated 4th March 1849,

The scheme of a single Bank note freely exchangeable at par for coin at Chartered Banks, or
Government Treasuries, scattered over the whole country, and constituting a legal tender betw;en
man and man, and between subject and Government, is the ideal of a paper currency for India. This
ideal is, however, recognised to be so unattainable that we are in a manner prohibited from
bringing the project under discussion on this occasion. The Government (:f India have communi-
cated two plang for our consideration of a less ambitious character having in view some approxima-
tion to unity, and provisions pointing to a greater spread and more popular use of this method of

exchange.

2. The first proposal contemplates, (1) the creation of a Presidency note to be legal tender
in private transactions, and for payments to Government throughout the Presidency, and to be
exchangeable for coin on presentation, and to an unlimited amount at District treasuries which are
now placed in Railway and Telegraphic communication with the Presidency town ; (2) the reten-
tion of the existing four Currency Cireles with their cirele notes on the present footing ; and (3) the
sanction of a subordinate note cireulation for each district, the distriot note to constitute a legal
tender in all respects within its district, and to be convertible at the District treasury.

3. The second scheme embodies the following features :—(1) the proposal for a Presidency
note as in the first ; and (2) the sub-division of the existing four Currency Circles into smaller
Circles, each embracing one or more districts, and each possessing its circle note constituting a
legal tender in all respects.

4. The first project has not, as far as I am aware, received any support here. It appears to
be regarded with little favor even at the source from which it emanates. It appears to be too
complicated. It embodies the dangers and embarrassments which attach to the sccond plan.

It contains no advantages which the second plan does not offer,

5. The proposal of a Presidency note is undoubtedly one of an attractive character. Tt is
the general note in a less startling dress. It appears to be a prudent and practical step in the
direction of that object which has so great a value in the eyes of a large class of enterprising
economists. I am, however, constrained to declare, after reflection and after conference with thoge
who are versed in the commerce and finance of the Presidency, that the proposal differs little in
risk from the wider measure to which I have alluded. The Government obviously cannot under-
take to cash its notes on presentation and to an unlimited amount at all the outports and principal
centres of tradein the interior, To engage to dosoat places mot reached by the existing
Railways would be to expose the credit of Government to the most disastrous reverses. To engage
to do so at places on or near the existing Railways would involve the retention of larger cash
reserves than would be convenient. It would be attended by risk, expense, and inconvenience
without commensurate advantage, without affording any considerable benefit to the general trade
of the country, without attaining any considerable expansion of the circulation which we desire to
foster. Under the stimulus of rapid postal and telegraphic communication the —arketsof India
are daily becoming more sensitive, more accessible to the impulses and fluctuations of production -
and demand in other countries. The variations in the season, or the accidents of political change
in the United States, in Brazil, in Java, in Cuba, may cause sudden alterations in the prices or the
prospects of our principal commodities of export, attended by sudden demands for large sums in coin
for local payments which counld not be met by any provision or by any dispatch of which the Govern-
ment would be capable. Gopaulpore, Bimlipatam, Cocanada, Tuticorin, Cochin, and Tellicherry on
the coast, and Bellary, Madura, and Tinnevelly in the interior, are all still inaccessible. Calicut is
searcely brought within the circle of rapid relief. Would it be desirable for the sake of Cuddapah,
Coimbatore, Trichinopoly, and Negapatam to introduce an innovation so important,and loaded even in-
these places with difficulty and responsibility for Government! The Officers of Government connected
with the administration of the currency, the most experienced Merchants and Bankers say that it

would not. I cannot but assent to their opinion.
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6. It may be contended on the other side ; (1) that the markets to which the pr_op'owd
system would be applicable will gradually increase in number by the development of thci R:.ulway
system ; and (2) that the obligation on the part of Government for the encashmex}t of I.resldency
notes at the remoter treasuries might be guarded by some precautions, or reservations, with refer-
ence to amount and time, '

To the first argument T re
are placed in Railway ®ommunicat
connected, and that those even whi

ply that years must elapso before some of the distant outports
ion with the Capital, while others will probably never be so

respect to time or amount, for any reservation or delay would be
convenience or confidence in a matter where the Govern
resources and its superiority over private agencies by
titude.

accompanied by some loss of
ment should be able to demonstrate its
unlimited power and unhesitating promp-

1. For the larger operations of commerce the Presidene
utility if its immediate convertibility could be ensured to an
markets of the coun bry, conditions which canuot be fufilled,
tance the Government hayve established the Money-Order syst
ment by creating the Presidency note would e und
the other. It is not, however, only in referenc
tion of the Presidency note would involve the Government in 5
tory action. The Presidency Bank hag been encouraged to esta
country for the purposes of loeal exchange., The institution of ¢
this branch of businsss, The mere attempt would probably invol
Madras from its provincial operationg, From such resultg the
a commensurate result could be safely predicted. The Money-

. might be sacrificed if the Presidency note was safe and gure to succeed. But it is not safe and
not sure to .succeed.-. The conclusion gt which I arrive, therefore, is that the proposal for a Presi-
dency note is one which, for the present at least, we are boung to decline,

8. The second feature of the
the sub-division of the

¥ note would only be of considerable
Y amount and on all the principal
For the purposes of smaller remit-
°m, and in this respect the Govern-
ermining with one hand what it is building with
¢ to the Money-Order system that the institu-

blish Branch Banks all over the
he Presidency note would destroy
ve the withdrawal of the Bank of
Government ought not to recoil if
Order system and the Branch Bauks

ed by the Government of India, viz.,
contrary, which might be adopted with
urrency two things are necessary-
a0 be converted into coin, and we
vulgar usage. The places of officia]
for too high values, Colg
with thirty-three Offices
single modification,

Ilearn from Colonel
thus be divided into

nel Carpendale hog proposed to divide
of Conversion, The Accountant Gen

He desires the consolidation of the Vizagapatam Circle with that of Ganjam.
Carpendale that ho has no objection to

ten Qi : : this change, = The Presidency would

plan S With. thirty. throe cashing treasuries, [ would adopt this
9. Th i B -8

that the tene aroon of derominational reduction ismore open to debate., Tt is agreed on all hands

appears to be a general consent that a
' Y meet with little support in afirming that we
should'go lo'wer than that point, ¥, Suppress my opinion that the contemplated
reduction will e inoperative,

Tupees would not be available for many of the ordi-

Bary purposes of popular trafic, Tt would be too high for the payment of wages, for the payment

ent, and for the purchase of provisions, If it js seriously the aim of

the hands and habits of the lower clasges they must

Wer classes can earry to market. I have geen 4 onoe dollar or three
7’

I cannot, howeve

.
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kroceédin’ga of ?Iae Madras G'auemme:gt, Financial Department,
1st April 1869.

hillings note circulating for years past in Prussia side by side with a silver coin of the same value
8

; i ia before the Crimean war the ruble note held the
lly acceptable to the publie. In Russia 2% g i : i o
and eqna‘t?r n cf& one-rupee note would relatively be higher in this country than a,tbree s:nllnjg
w::iﬁogeg;ny I would earnestly submit to the Supreme Government the expedieney of sane-
no .

tioning the trial of a one-rupee note in the Madras Cirele, where the people are more than usually -
"t

familiar with paper money ; where confidence in the fai%lf and resources of Govemnfent i: prm

i : and where the cashing treasuries would be easily reached. If the experiment suceeet
gl ight be prudently extended. If the experiment should not suceeed no harm wo}xld be
i Tnlgf 'Iurz would go far to prove that a paper currency cannot become a vehicle of
Saglhisd 2o :;1 masses in India. There are, indeed, many arguments which point to that rea.nlt.
exchange FROnEEy overty, the peculiarities of habitation and dress, many moral and many physical
C.ustom, ‘suspxcmn, P e toyu’mke and keep the Indian people votaries of a small metallic currency ;
cxrcnmsta::zz :(:)2?:;:31 y and conﬁncingly assert that they will not accept a paper currency till we
}l::zew:ﬁ‘:'ed them a note which they can use.

10. In conformity with the views submitted above, it would appear that the modifications of :
5 n

ion of ten Circles
i t at present, would be, (1) the creation o
stem, which we can safely accep . ' Eebs) o N
the presfntt;); Presidency with thirty-three cashing treasuries, each Circle h’av:;g (;.ts ;:Bl}?zu;;
s m’t ting a legal tender between private parties and to. Government in the n'ct(,l st
:o'te conme‘:tibli at the Madras treasury, and all a legal tender in payment of Government du
eing conv

herever presented ; and (2) the reduction of the lowest denomination of note to five rupees
taxes wherey * i

in all the Circles except in the Presideney Circle, where, in addition to the five-rupee note, an
in :
d be issued.

erimental note of one rupee shoul | -
expenmenl ight also be desirable to make all notes legal tender a? every Post Office, g‘:fg ?:::::
242 ‘ t m’gt tion, and Telegraph Office, irrespective of the Circle of Issue to w o -
s Rm.'smlf a ;rovis’ion would exhibit the confidence of Government, and be a convenien
belong. Such a ]

travellers.

2. In apologizing for the delay which has occurred in the circulation of these pjapers, I am
12. Insa

; hesitation at first to offer a decided opinion
i ses to offer than these ; hesita ‘ ‘opinio
afraid that' I ha.':i ?h?:;tir:::‘;ittle conversant and eventually reluctance to give that opumog in
E - . - .
A g:?i::;ly opposed to all my preconceived impressions and wishes,
a sen

(Signed) NAPIER.

Y

e

J. A 1869.
No. 2 Mexoraxouy by the Ionorable A. J. ARBUTHNOT, dated 11th January ;

i i em the
Thin i i inion of an intelligent Native gentleman on :
e desirable to obtain the opinion o : : Fariei
S ‘?)mgs;;s::{le in these papers for improving the clrcplatxon o{:be iaper t::;rgx;«gmmionm
t:lr 101:18 p:pf::s to the Honorable V. Ramiengar, who was one of the three Assis
the p .

: Sh b vl o' - ¥
: Id favor me with his views on the
Intedin TOSE i s pemantcUonl. b6 et TR RIS 2. b AR e
3 Cur:enciv ::50 ;ﬁ:l:e a Memorandum written by this able Oficer, and I would g o o aE
subject. :

copy of this paper should be laid before the Government of India.

2.

4 e | n
3 ce of combining the introduction éf a gold curre::ze I:cl;any measures thét may
fo;3he imp ?r::“:he view of improving the circulation of the paper €y g R O
B ith him in the opinion that there should be only pne desc.rxp ;;na e
St Wlﬂ; h\ilu(; 1l?e disposed to go further and to advof;at? the ?do?(::ox:reasw i
e, Preiidgifi;ﬁibtbieoat each Presidency tofvn and aﬁv:::il;l :)r:;c;p:.yl Doxtsh::: hbssofenor
1111?:: lf:rsiill:&'&d e Aot i&il‘:gm'a:d (I));a:lﬁ:aﬁit::npomt the Supre'me Gowem:r\I:atxl‘:.nm:f:t‘;1 :):
s :8 th:hoc:ts::e::z;‘f: :age in the letters addressed to them by this Goveram
referred to t

July 1864 and 18th November 1863,
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The Secretary to the

Government of -\hs&«\.
N\\\\Nﬁ Department.

Dated
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