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of n letter from the Governor of the
Straits Settlement drawing eattention
(among other matters) to the urgent
necessity for the passing of u law to
regulate the occupation of land in the
Settlement of Malacea.

Mu. BEADON moved that the com-
tnunication e printed.

Agreed to.

MERCHANT SLEAMEN.

Tre CLERK reported that he hiad
received a further communication from
the Governor of the Straits Settlement,
relative to a proposed modification of
Act I of 1859 (for the mmendment of
the law relating to Merchant Seamen).

Mur. BEADON inoved that the com-
munication be printed.

Agreed to.

"WRECKED BOATS.

Mr SCONCE presented the Report
of the Sclect Committee on the Bill
“ for the preservation of property re-
covered from wrecked boats.”

PORT-DUES (CALINGAPATAM AXND
MUNSOORCOTTAH).

Me. FORBES moved that the Bill
* for the lavy of Port-dues at Calin-
gnpatam and Mupsoorcottah, within the
Presidency of Fort St. George” be
vead a third time.

The Motion was carried, and the
Bill rend n third time.

Mg. FORBES moved that Mr, Bea-
don be requested to tuke the above Bill
to the President in Council, in_order

that it might be transmitted to the |

Governor-General for his asscut.
Agreed to.

I'APER CURREXNCY.

Mea. LAING said that it would le
convenient to the public to know
that the Bill “to provide for a Govern-
ment Paper Currency” had been under
the consideration of the Select Com-
mittee. He hoped that the Report of
the Committee would be presented to
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the Council on this day week, when he
should take the epportunity of making |
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a statement of the alterations wkica

Liad been made.
T'he Council adjourned.

Saturday, February 16, 1861,
Presexnt ¢
The llon'bls the Chief Justice, Vice-President,

- in the Chair.
ITon'ble Sir H. B. E.| I B. Hariugton, Eyq.,

Frere, 1. Forbes, Esq.,
Hon’ble C. Beadon, | A. Sconce, Esq..
Hon’ble Major General

and
Sir R. Napier, C. J. Erskine, Esq.,

Hon’ble §. Laing,
MYSORE FAMILY,

The following Message from the Pre-
sident in Couucil was read by the
Vice-President :—

Mgessacs No. 258.

In continuation of the Message No. 248,
dated the 21st of December, the President in
Conueil has the honor to forward to the Legis-
lative Council an abstract of the account, in
which the stipendl, which have, from time to
time, been paid to the desoendants of Tippoo
Sultan are debited, showing the total amounts
peid and credited in each year, from the
year 1799 to the present thne.

By order of the Honorable the President in
Council. . ;
(8igued) W. Grer,

Secy. to the Govt. of India.

Forr Wu.mn,'
The 9tk February 1861...)

STAMP DUTIES.

Tux CLERK presented to the Coun-
cil a Petition from certain Fire Insur-
ance Associations, pruying that Policies
of Fire Insurance be éxeinpted from
Stamp Duty, or that at least the rate
be not greater than that charged in
England. L

Mg. BEADON moved that the Peti-
tion be printed. In doing eq, he said
thut the Clerk of the Council had
brought to his notice the fact of this
Petition being about to be presented.
No communication on the gubject had
been made by the Petitioners to Go-



59 Paper

vernment. It appeared, however, that,
when the Stamp Act was passed, the
necessity for providing a special rate
of Stamp Duty, in respect of Fire
Insurance Policies, was overlooked, and
consequently they were made subject
to the same rate of Duty ns Bonds,
which was very much’ higher than
such transactions would blenr.  lle
thought it wnnecessary to pass a spe-
cial law for the purpose of prescribing
a lower rate of Stamp Duty for these
documents, ns the Government. was
vested with general suthority to re-
duce the rate of Duty in particular
cnses, and would do so in this. But
when the Stamp Act come to be re-
vised, the point would receive attcn-
tion, '
Agreed to.

INDIGO COMMISSION.

Tur. CLERK reported to the Coun-
cil, that he had received a communi-
cation” from the Home Department,
forwarding a copy of the Report of
“the Indigo Commission, togecther with
a copy of a Minute by the IIonorable
the Lieutenant-Governor of Bengal
thereon.

PAPER CURRENCY.

Mgr. LAING, in presenting the Re-
port of the Select Committee on the
Bill “to provide for a Government
Paper Currency,” said that, as this
subject was one of genernl interest,
and as the salterations which had been
made in the Bill were important, it

... would perbaps be,.convenient if he
were nallowed to wmake n short state-
ment explaining what those alterations
were. In doing so, he should wish,
in the first place, to ndvert shortly to
the position in which the question
stood before the Select Committee, in
order to acquit the Government of
any impropriety in having changed
the mensure as it originally stood.
He thought nothing more mischievous
than that overy fresh Financial . Mi-
nister should introduce chunges in mea-
sures which hod either been already
passed or bcen proceeded with so far
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as to be on the eve of passing iuto
law. He_ therefore considered it im-
portant, before he proceeded to expluin
his views, to relieve himself from such
an imputation.

With regard to the Currency Bill,
it would be sufficient to advert to the
position in which it actually stood.
The Council were aware that the Bill,
os originally printed, was in the form
in which it had been introduced by
the late lamented Mr. Wilson, and in
which he gave effect to the scheme as
first announced by him. That scheme
had given rise to many comments, but,
in consequence of Mr. Wilson’s un-
timely death, it was impossible for us
to know what alterations he might sub-
sequently have been disposed to adopt.
In the meantime, a Despatch was re-
ceived from the Secretary of State, in
consequence of which a fundamental
alteration had been made in the
principle of the Bill. Ie would
advert to this change presently, but
in the meanwhile he would merely
ohserve that the principle of the Bill
having been fundamentally altered, it
became inevitably necessary to re-cast
and re-consider the whole measure.
Another matter to which he desired
to refer in passing was that, in criti-
ciging freely the original scheme of Mr.
Wilson, he (Mr. Laing) wished it to
be distinctly understood that he in-
tended no disrespect to his memory.
On the contrary, he thought that
the memory of that eminent States-
man, who died in: the discharge of his
arduous duties, stood far too hizh to
be affected by any fair criticism of any

of his measures. Whatever differences

of opinion there might be as to some
of his views on the question of Curren-
cy, nobody would deny that we
were indebted to Mr. Wilson for the
first impulse given to the subject ; and,
if & better system of Currency should
be introduced in India, the credit of it
would be mainly due to his genius.

He would now proceed to state
what the alteration made by Sir
Charles Wood's Despatch really was.
I1e had eaid that the Despatch - of the
Secretary of Staté had introduced n
chauge of principle which ranst be
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considered to be fundamental. Mr.
Wilson's scheme, ns fully explained in
his very able Minutes and Speech, was
a very large and comprehensive men-
sure. Its leading features consisted in
the issue, at various circles into which
Indin was to be divided, and through
the ngency of an independent body of
Commissioners, ofa P’aper Circulation of
Notes, from 5 to 1,000 Rupees, based on
a reserve, partly of specie and partly of
securities, in a proportion which might
fluctuate from tune to time, but was in
no case to fall below that of one-third of
specie to two-thirds of securities. I'he
Despatch of the Secretary of Stute
negatived that principle, and asserted
that the principle of a Paper Circula-
tion for India ought to be the same ns
that adopted in England, of permitting
issues of Paper only aganinst actual
Coin or Bullion, with the exception of
a certain limited amount, to be defined
by law, below which it might be rea-
sonably supposed that the Paper Cur-
rency could never fall. At first sight
it. might appear that there was no
great practical difference between the
two schemes. As long as they were
confined to small amounts, if Mr.
Wilson’s scheme were judiciously ma-
naged, as it would doubtless linve been
if his life had been spared, perhaps
there would have,been no very great
practical difference in the working of
the two schemes. As long as the total
issue was confined to 5 or 6 crores
of Rupees, it wns probable that Mr.
Wilson would not have issued against
securities to an extent greater
than might be done under the
Bill as amended, which gave a
maximum limit of 4 crores. But in
order to understand the difference be-
tween the two priuciples of issue, we
must look beyond the next year or two
and this limited amount of circulation.
In legislating for an TIndian Cur-
rency, it must be remembered that
we were not legislating for to-day or
to-morrow, but for generations or per-
haps centuries. It would be doing
injustice to Mr. Wilson’s scheme to
lose sight of that fact. Undoubtedly
his scheme was a large and compre-
hensive measure, the production of a
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great mind, and what he lookéd forward
to was the release of a large portion
of the present Silver Currency which,
as he stated, exceeded 100 crores of
Rupees, aund the ultimate substitution of
paper to an extent which might not
improbably rise to 30 or 40 or even to
50 or 60 crores. 1lis scheme was best
described in his own words, in tha
following paragraph of his Minute :—

“ There remaing, however, vet to be noticed
an advantage which woulil avise from tho svs-
tem, which, thongh conmimon to all countrics
which adopt n Paper Carrency, wonld parti-
cularly apply to India. 1 have alrendy indi-
cated the enormous anonnt of Silver which has
been absorbed in the circulation of India, and
I have already shown, in the early part of this
Minute, that the precious metals so nsed for
cirenlation, however useful and necessary as _an
instrument of cxchange, nevertheless, in effect
constitute an nbrolute reduction of the eapital
of the comntry available for reproductive pur-
poscs, and therefore that any means by which,
through the instrumentality of paper, coin can
be released fromn cireulation, must have the
dircct effect of restoring a larger portion of
such coin to the stock of the roproductive capi-
tal of the country. The portion so restored
would ho governed by the extent to which the
issue depnrtment invested the coin reccived for
notes in the purchase of public securities, The
operation would be this ; supposo oue of the
Bauks to irsue notes in exchange for coin, to
the extent of threc crores of Rupees ; one crore
would be retained as a reserve, to incet demands
for converrion, two crores would be applied to
the purchase of public stock, to be held in se-
cuvity for the balance ; this purchasc swould
discngage the capital of the persons fiom whomn
the purchase was made to that extent, and
which would be at once available for othor pur-
poses ; this operation would fncrease the price
of public sccuritics by the additional demuand,
and would tend to reduce the rate of interest,
by increasing the fund available for employ-
ment in mereantile and industrious pursuits ;
and thus the cconoiny of capital alinded to in
the early part of this Minute would be effocterd,
to whatcver extent tho issue depnrtment held
pnblic securitics against the notes in circulation,
which, after a time, must neceasarily amount
to a very large sum.” .

And, again in his speech, hic talked
of the effect of his measure heing as if
an immense Silver Mine had been sud-
denly discovered in the Maidan.

In fact, if the scheme were good for
anything, it was good for a very large
amount. Ifit could be safely carried
out for § crores, it was good for 10 or
100 crores, and he (Mr. Laing) could
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confidently say that this was the real
scope of the scheme which must be
Jooked upon ag n greal plan for doub-
ling the availuble capital of the
country, and giving the Government
lnrge and  substantial velief in its
finnpces, by the wholesale substitution
of paper for silver. The schemc,
however, advocated by the Secretary
of State in accordance with the prin-
ciples generally received in England,
was of o less ambitious and totally
different character. It presented
the advantage of securing a Paper
Currency absolutely identical, beyond
a certain safe limit, with the Metallic
Currency which it displaced, and freo
from those risks which, under. the most
able management must attend an exten-
sive issue, by the Government, of Pro-
missory Notes based on a large propor-
tion of securities which in times of diffi-
culty might be almost inconvertible.
Under that system there was obviously
no -discretion left to Government.
There could be no doubt as to the con-
vertibility of the Notes, as there would
he a reserve of actual specie for every
Note issued beyond o certain narrow
limit. To show the practical difference
between the two schemes, let us sup-
‘pose the paper circulation to be 15
crores, no very excessive amount for
all India with a Metallic Circulation
'® exceeding 100 crores. According to
Mr. Wilson's scheme that amount
avould be represented by five millious
in specie and ten millious in securities,
wherens according to Sir Charles
Wood's scheme the amount would he
represented by eleven millions in specie
and four willions in securities ; and_
“necording as the circulation extend.
cd, the smme principle would have
greater force. 'T'he great difference,
therofore, betwecn the two schemes
was this. According to Mr. Wilson’s
scheme the State would undertake ‘the
functions of a banker, and issue pro-
mises to pay, trusting for the meaus of
poyment, in times of pressure, to a
sale of securities, That wus cxactly
what a private bnuker did. He issued
promises to pay and coined his ¢redit
into money, trusting in times of emer-
gency to being able to realize - his
" Ay. Laing
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securities to meset the claims upon
him. Now the question was whe-
ther that was n function which a
On that
point, a great preponderance of autho-
rity was in favor of Sir Charles
Wood’s principle. It was the princi-
ple ndopted by Sir Robert Peel, Lord
Overstone, and other great Financial
Authorities, and recognised by the
whole course of modern Legislation in
England, so that it might fairly be
called the * Orthodox principle.” On
the other hand, a small minority of
uble men, among whom Mr. Wilson
occupied a distinguished position, held
opposite opinions, namely, that Paper
Money, if convertible, could never be
in excess ; and that, by providing by
law for a certain proportion of the
total issue being held in specie, con-

“vertibility could always be secured,

and all objection obviated to the State
undertaking the functions and reap-
ing the profits of a Bank of Issue.
He must say for his own part, he .
heartily concurred in the principle of
Sir Charles Wood’s - Despatch. A
pretty large experience in commercial
and monetary atfairs had taught him
(Mr. Laing) this maxim, that there
was no such thing as a profit without
a corresponding risk. Even in the
case of private bankers, how often did
we see the most prudent overtaken by
sudden calamities, and those who
were wealthy one day, in the Ga-
But the risk in-
curred by a Government was greater
than that von by a banker. The
latter had greater facilities for meeting
a pressurc. The State was confined
to dealing with its own securities
and could not coutract its circuls-
tion when it snw danger approaching,
as a bank could, by curtailing discounts
and advances, and Jetting short dated
securities run off .as they matured.
The State could only contract by selling
in u fulling market its own sccurities,
which it had purchased at a higher
price in a rising market ; and it remain-
ed to be seen whether, if such a scheme
ns Mr. Wilson’s were fairly inaugurat-
ed, the lostes on sales of securities
weuld net more than .counterbalancs,
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the profits derived from their interest,
But that was not all. The banker
was free to act for his own intercsts,
but thé Government was in » different
position. In times of difficulty, the
Government was exposed to pressure.
There could not be the least doubt that,
if we had such a scheme of Paper Cir-
culation as had been shadowed out, if a
serious crisis had set in such as periodi-
cully occurred in all commercial commu-
nities, we shouldiave had a deputation
of leading bankers and merchants com-
ing to the Government, and telling us
that, if we went on forcing securities
on the market, and curtailing the cir-
culation, the result would be that they
must oull stop payment. The Govern-
ment would probably do in such n case,
what Governments even in & strcnger
financial position than that of India
had bLeen compelled to do in similar
cases, namely, suspend the law, and thus
we should drift into an inconvertible
Paper Circulation. Now if there was
one evil more to be deprecated than
another, it was to have an inconver-
tible circulation of small Notes subject
to a fluctuating deprecistion. He once
hud an opportunity of seeing the prac-
tical working of a system of that kind in
Austria where the Currency was repre-
sented by dirty rags of Notes going as
low asa florin or 1 Rupee. Thatpaper
became deprecinted by degrees, com-
mencing with 5 or 10 per cent. until it
reached 50 or 60 per cent. discount,
the consequence béing an inconceivable
degree of confusion and demoralization
throughout the country. The very
peasant who brought his produce to
market, had to study the exochange
quotations in the Price Current of
the day, to know whether five shillings
a bushel for his groin or six pence a
dozen for his eggs meant a good price
or a bad one ; and often before he got
home, what he thought a good burgain,
was turned into a bad one, by some
sudden fluctuation of the exchange
caused by speculators at Vienna. To
such an cxtent was this carried that
peasants often preferred to go thirty or
forty miles to the frontiers of Saxony,
rather than two or threo miles to the
neighboring market town ia tbeir own
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country, for the purpose of getting
real silver in exchange for their pro-
duce. 1le therefore thought that, of
all evils, this was the most to be
deprecated, and he hoped that  both
now and for all future time, whatever
financial difliculties the Government
might be exposed to, it would keop
steadily clear of anything tending
towards an inconvertible Yuaper Cur-
rency.

There was another impoitaut rea-
sou why he (Mr. Luing) thought that
Sir Charles Wood's principle was the
soundest. All parties wereagreed that
a Paper Currency ought to be identienl
with the metallic currency which it
displaced. But the systemn of issuing
against two-thirds of securities and one-
third of specie, would uot always ensure
this identity, and thore was considera-
ble risk that in times of buoyangy and
speculation the circulation would be
unduly extended. Supposing that three
crores of Silver were imported from
Iinugland to this country, to pay for u
balance of trnde in.fuvor of India,
then under a purely metallic currency
or under Sir Charles Wood's system,
the total civculution would be increased
by three crores either in Rupees or in
notes representing Rupees, and there
would be un end of it. But under the
other sclieme, the three crores would
Le exchanged into notes, which would
add three millions to the existing cir-
culation : but the matter would not end
there, for the Comnnmissioners might
invest two crores in sccurities, and thus
two-thirds of the original three crores
would Dbe aguin thrown into circula-
tion ; and if the two croves for which
the securities were sold, caine back to
the Commissioners in Rupees, they
might ngain issua puper in exchange
and buy securities with two-thirds of
the amount ; and thus the process might
go on until the original three crores
had been made the basis of an expan-
sion of the circulation by two or tliree
times thut amount. If the market
were in a state of buoyuucy, and prices
rising, that excess of circulation might
for & time be absorbed, w hile, uccording
to the system he was now advocating,
it was perfectly clear that there could
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be no addition to the aggregate amount
of circulating medium in India except
under an nctual bond fide importation
of Silver. He thought that that was a
point of considerable importance, be-
cause, if we looked at what had taken
place in India during the last three
years, we should find a great jncrease
in the wages of labor and the prices of
commodities, which should warn us as
to what the consequences might be if
we were to accelerate the process
alrendy going on so rapidly by any
artificial inflation of the Currency.
There could be no doubt that this gene-
ral rise of prices and wages was one
great means which Providenuce was
using to raise the material and phy-
sienl welfure of the vast population of
this great Empire. But it was evident
that this could only be done safely by
leaving matters to the henlthy action
of Commerce. If we left it to itself,
the effect would be very much this.
As the prices of commodities and
wages rose, production would in-
crease and lnbor become more effi-
cient, so that o natural check would
be provided against any excessive rise
in the cost of production of the main
staples of Iudiu, and the country would
become rich vather by increasing the
bulk of its produce than by enhancing
the price. But if you unnaturally
stimulated fhe rise of prices by an
over-issue of . Paper Circulation, you
ran considerable risk of changing the
healthy nction of Commerce into a
feverish excitement which was sure to
bring ubout a re-action. If we cou-
tinued to go ou as we had done for
the lust two or threo years, the result
would be that muny articles of Indian
produce might be driven out of the
market by’ the competition of other
couutries, In‘such articles as Fiax,
Jute, and Hemp, we might be under-
sold Ly Russin—in Indigo by Guate-
mala—and &6 on; aud he therefore
thought thut the Guvernment ought
to be exceedingly cautious how it took
any step that might uudaly accelerate
the tendency to a general advance as
might be the case under a system
of Paper Currency which to any
considerable cxteut represented  Se-

AMyr. Laing
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curities and not Bullion, Such an
advance might even reach a point
seriously embarrassing to the Go-
vernment if the general rise in the
rate of wages and cost of living made
the preseut scale of salaries and the
pay of the troops no longer adequate.
Yor these reasous he thought it by
far the wisest course to adhere to the
principle of Paper Currency adopted
in England as laid down in Sir Charles
Wood's Despatch.

Adopting that principle of a fixed
issue, we proposed to take, as the
extreme limit to which we might issue
notes against Securities, the sun of four
crores of Rupees. The reason why
we had fixed on that sum was that it
was very nearly the amount which might
be issued in excess of actunl specie by
the present Banks under their ex-
isting Charters. The Banks of Bengal,
Madras, and Bombay were authorized
to issue, in the anggregate, notes to the
amount of five crores of Rupees with u
reserve of one-fourth of their total liabi-
lities in specie, to meet -their notes and
other demands ; aud he thouglit it right
that the Mercantile Comnunity should
have an assurance that the present
amount of authorized issue should not
be curtailed, as might practically be
the case if a lower limit than four crores
were adopted. Within this limit also
he thought that the Government,
whose general credit and cash balances
were made distinctly responsible, over
and above the special reserve, might
be safely trusted so to regulate their
issues a8 not to endanger the payment
ss.  For this purpose it
would be essential that Government
should not at first exercise the full
power of issuing up to the four crores
against securitier, but shonld proceed
with great caution, feeling their way
graduanlly, and always maintaining an
wmple reserve of specie. Beyond the
limit of four crores no issue whatever
would be permitted, except against
actual Coin or Bullion in the vaults of
the Mint or local Treasurics, unless
the Legisintive Council should here-
ofter sce fit, after experience of the
working of the law now proposed,
and full discussion and counsidern-
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tion, to pass a further law on the
subject.

This fundamental change in the prin-
ciple of the issue of notes involved the
necessity of a considernble change in
the machinery of the Bill. Mr, Wil-
son’s scheme required that there should
Le a self-acting machinery independent
of Government, to regulate the issuc of
Notes and the purchase and sale of
securities according to the principles
laid down by the Act. When how-
ever, the function of Comunissioners
was reduced, as now proposed,
to the simple one of giving Notes
for specie or specie for Notes, it
was obviously unnecessary to pro-
vide for an expensive staff or to make
them independent of the Government.
Any District Collector might do the
work that was now required ; or per-
haps even that agency might not
alwaysbe necessary. In the Presidency
towns, he believed that. the most con-
venient agency would be the existing
Presidency Banks, for whose Paper Cir-
culation the Notes of the Government
would be substituted. By adopting this
plan the Government would avoid much
difficulty: They would not give up the
principle of a Government Issue, or in
any way mix up the Paper Currency
with Banking operations, but they
would simply employ the Boanks as
their ngents in managing the minor de-
tails. The working would be somo-
thing like this. The Miut would be
the Head Quarters of Issue, and the
Master of the Miut would Le the Com-
missioner of Currency for wholesale
issue ; so that, instead of receiving
Mint certifientes which were not - avail-
able till after some days, Bauks or
Merchauts depositing bullion would
receive Notes payable on the epot.
But for all purposes of retnil dealing
with the general public tlie agency of
the Bank would be adopted as the
most economical and convenieut. " If
jou wanted a Note cashed, you would
go to the. Bank where an Establich-
ment for the purpose already cxisted,
and who could do the work: better and
cheaper than the Government. The
Bank would look after forged Notes,
aud conduct the multifarious corres-
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pondence with the public about Jost
Notes, Notes of which payment was
stoppoed, aud so on, just as was done by
the Banking Department of the Bank
of England. In fact the syssem would
be precisely that of the IBaok of Eng-
land, except that the Issue Department,
instead of being under the same roof
and part of the Bank, would be at the
Mint and part of the Government.
That would also fit in very well with
the arrangements proposed with the.
Bunks for taking charge of the Cash
Bulances at the General Treasuries and
doing tho busiuess of the Government
as regards reccipts aud payments. "The
present system of thaking paymeuts in
bags of Silver and of locking up in
Silver cash balances at the Trensury,
with all its concomitunts of delay nnd
difficulty, was a most barbarous one.
Under the arrangements now proposed,
Goverument would pay and receive by
cheques upon the Banks, so that the
same ngency and the same locality
would suffice for all cash business
between the Government nud the public,
and also for all business connccted with
the Paper Currency. How far that
system would unswer up the country
it was difficult to say. That would
depend on the extent to which Bauks
could profitably establish branches in
He did not think that
that was a matter which the Govern-
ment ought to force upon the Banks, as
it was purely a question - for themselves

to decide. At the same time, although

the experiment in former years had
not been successful, he wos not without
hopes that many brauch Banks would
shortly -be cstablished.. He thought
that the opening of Railways must
make a gensible difference in this res-.
pect ; and ha econld not help hoping
that, in inany parts of the country, whea
thcy were opened up by Railways,
there would be an influx of Euro-
pean eapital and enterprise, leading to.
o demand for the improved modes of
doing business arising from the estab--
lishment of Bunks.  He felt very con-
fident, when he looked to the boundless
resources of India, and saw, even from
his own short expurience, how enor-
mously the drawbacks of climate and
6
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otherwise to Europcan residence had
boen exaggerated, that a considerable
influx of European capital and enter-
prise would ere long take place, accele-
rating the development of that era of
prosperity and civilization in Indin to
which he could not help looking for-
ward.
Another important amendment had
been introduced with n view to the
qualified introduction of Gold. He
must sey that, at the time when we
were professing to make a reformn
in the Currency of India, it did seem
to him to be what he could hardly call
otherwise than barbarous, to introduce
a system based upon the entire ex-
clusion of that all pervading metal
‘whose superior convenicnce was fast
making it the sole or principal medium
of all the'most civilized nations of the
world. It seemed to him a pity to
enact, that for all time to come, in
transactions between countries such
a8 Austrolia and India, an Australian
merchant should not be able to pay
for a eargo of Indian rice without re-
sorting to the round about and ex-
pensive process of sending his Aus-
tralian gold to London, thence to
France or Germany to buy silver, and
Afinally that silver overland or round the:
Cape to Indin.  Then too, there was
the great advantage involved in .the
fact that Gold ulways curried its own
igtrinsic value along with it. It would
be a universal medium of exchange
from one end of Indiato unother;
whercas a small note circulation in-
volved the necessity of different issues
in different circles, and the risk and
=~trouble of Keeping an adequute. re-
serve of specie at numerous points.
Holding this opiion with regard
to Gold, it might be nasked why the
Committee had not brought forward
some positive measure on the subject
for making Golda legal tender. To that
he would answar that the question of a
double standard of Gold aud Silver waus
so complicated that, in the first place,
lie coufessed ho did not ree his w
clearly to a solution of all the diffi-
oulties attending it. In the second
place, it would give rise to a long
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effeet of which would be practically

to prevent our pussing the Bill,
and giving Indis the benefit of an
fmproved currency for some timeo
to come. The Committee, therefore,
only proposed the following modified
scheme. In England, where Gold
was the sole standurd, the Bank of
England was authorized to issue notes
against Silver instead of Gold at rates
to be fixed, from time to time, to an
amount not exceeding one-fourth of
their Gold Coin and Bullion. We
proposcd to reverse that principal, and
to give a power of issuing up to oue-
fourth part of that portion of the cir-
culation of India, which is represented
by actunl Coin or Bullion, against
Gold Coin or Bullion, at rates to be
determined by the Government, from
time to time, with reference to the
comparative value of Gold and Silver,
but which, when once fixed, could not
be nltered without six months’ notice,

"80 as to prevent merchants and others

from being taken by surprise. The
practical effect of this . would be that,
supposing we commenced with a Pa-
per Circulation of four millions, and
two millions were issued against Secu-
rities, of the remaining two millions to
be issued against Specie, £500,000
might be issned against Gold. Then
the questjon would urigse as to the
rate nt which Gold should be valued.
Government would fix the rate, so
as to protect itself from loss by
any fluctuation likely to occur in the
rates of exchange in the two metals.
But 28 long as the Government pro-
tected itself against loss, he thought
it should fix the rate as high as
possible, so as to give Gold a fair
chance of being introduced into cir-
culation. He thought that £500,000
would be a proper limit in the first

.instance to which to take Gold, increas-

ing it, however, ns the circulation in-
cransed ; and within such limits, it ap-
peared to him that Government might
safely encourage the introduction of
Gold by receiving it in payment in the
local Treasuries, at the rate which had
been fixed upon. In this mauner not
anly would convenience be given to
murchants trading with Gold-producing
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countries, who would know that at a
certuin fixed rate Gold conld always
be converted into money, but also an
opening would be afforded for trying
fairly the experiment of the desire of
the Country for a Gold as against a
small Note Currency. If Gold under
such circumstances rose to a premium
which led to its extensive importa-
tion, it would soon supersede the
necessity for small Notes, and means
would be found for making it a
legal tender. If, on the other hand,
experience should eventually show
that Gold did not command a pre-
ference, no harm would have been
done, and the Clause would simply
remain a dead letter, showing that,
with a sound Paper Circulation super-
added to silver, nothing more was
wanted. '

There was another important ques-
tion which arose out of these altera-
tions, namely the division of India into
Circles. By the Original Bill it was
provided that, by a certain day, India
should be divided into a certain number
of circles ; he believed they were to be
16 or 17 in number. The necessity of
their formation was quite apparent, as
it would be impossible to muke Notes
issued at one place payablc everywhere.
This would involve the necessity of
keeping a large reserve adequate for
the whole circulation at each point,
and it would not be desirable. to make
small Notes circulating in the hands
of the mass of the population a legal
tender at any great distance from the
place where they could be exchanged
for cash ; and even if there were 17
circles, the Notes would often require
to be made & legal tender at great dis-
tances from the place of issue. It
could unot Le deuied, however, thal the
division of India into separate circles
would be in many respects an evil, and
that it would be very desirahle that an
uniform circulation should be ¢stu-
blished over as wide an ares as pos-
sible. It was proposed thercfore that,
instead of at once dividing India into
circles, a discretionary power should
be given to the Goverument to appoint
from time to time such circles as might
be found convenient, always providing
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that the Presidency towns should con-
tinue to be the centres of separate  cir-
cles. Government wonld thus be able
to feel its way and find hy cxperience
to what extent it would be neces-
sary to resort to the cirele system. It
might be thar, as confilence was ex-
tended, Notes issued at the Prosiden-
cies, if received at the GGovernment
Treasuries, and supplemented by & Gold
Currency, would come so generally
into use throughout India as to supera
sede in a great measure the necessity
for local Notes. But this could only
be effected by giving a discretion to
the Governmont, as if the Council
should insist on defining the area of
legal tender by immediate legislation.
there would be no alternative but to
He thought

cretion, he did not in the slightest
degree interfere with the powers
of the Legislative Council. On the
contrary, he wished to see the influ.
ence of this Council extended, and
its influence would ‘he most surely
extended by making its legislation
sound, useful, aud practical. In a
so vast and so diver-
sified as India, the uniforin ‘application
of one inflexible system was seldom
possible, and the Legislature of India
would often give proof of praetical
wisdom by contenting themaclves with
laying down broad rales and principles,
and leaving to the Executive Govern-
ment and its Officers, considerable lati-
tude in the mode of giving them effect,

Fivally, there was one other poiut
to which he wished to advert, which
had engaged the anxious dttention of
the Committce. It.was the question
as to what should be the lowest denomi.
ustion of Notes which should be issued
asn legaltendor. Tho disadvantuge of
issuing two sorts of notes, one ‘of
which should Le a legal tender, and
the other not, seemedso great that the
Committee considered it desirable to
make all the notes uniform in this res.
pect. It was only by making them
legal tender that they could be made
legally receivable in payment of all
ducs at the Government Treasurics,
a condition which was vitally im-
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vortant for the success of any sys-
tem of Paper Currency. As to what
should be the lowest denomination
of Notes, the Committce had pro-
posed 20 Rs. The objection to having
lower Notes was that it was thounht
that there would be considerable risk
of exciting suspicion and discontent
among the mass of the community who
might be compelled to take paymcuts
in un unnccustomed medinm, for which
they could not readily obtain change
without loss. He thought, however,
lint, if the smaller Notes os well as the
Inrger were mnde a legal tender, so
that their reccipt in discharge of debts
and at the local Treasuries might be a
.natter of legal right, these apprehen-
gions might perhaps have been some-
what exaggerated ; still to n certain
cxtent, therc was force in the argument
that distrust in the Note circulation
might be created by irsaing Notes of o
small denomination among poor and
ignorant people before the native com-
" munity had become familiarized with
those of larger amouuts, and two
‘considerations weighed with the Go-
vernment in agreeing to the amend-
ment. In the first place, it was con-
sidered advisable, in this as in other res-
pects, to proceed safely and cantiously,
feceling our way gradually to the
introduction of a novel system, rather
than attempting to force it, in its
theoretical completeness, in a country

where questions of this nature were not_

generally understood. If those appre-
hensions should prove groundless, and
after o short time, when the public
were familiarized with the larger Notes,
a spontaneous demand should arise for
notes of a smaller denomination, it
would be easy to introduce a Bill into
the Conneil, extending the limit below
20 Rupees. In the mean time, the
policy of the Government must be to
do nothing in tho nature of an attempt
to force a Paper circulation. The great
object must Lo to inspire coufidence.
and that would be done if the people
found, when they went to a Treusury
for the purpose of pnying or receiving
money, that it was a matter of indiffer-
ence to the Treasurer whether they paid
or took iotes or wmoney. It was no slight
Alr. Laing

LEGISLATIVE COUKCIL.

Currency Bill. 76

advantage of the principle of issue now
adopted by the Bill that it removed
any temptation on the part of Govern-
ment to force the circulation 'of Notes
further than the country was prepared
for them, in order to obtain a larger
profit on a greater amount of secur mes.
Let it be seen that Notes were offered
simply to suit the ctonvenience of the
public, and confidence would be soon
established. Tlc found this view clearly
given in the following extract from
Sir Clarles Wood's Dgspntch —

“ Tt must always be borne in mind that it is
from the benefits natarally arising to trade and
commerce from the cstablishment of a sound
Paper Currency that the principal advantage
to the State must be anticipated.”

He (Mr. Laing) most cordially con-
curred in that sentiment. Although
it was hard for o Financial Minister
to forego the seemingly easy profits
of the interest on 20 or 30 millions
of floating Securities, yet it was much
more pr udent to do 50, and to meet the
difficulties of the State, whatever they
might be, fuirly and manfully in the
face, than to attempt to gain a tem-
porary relief by embarking on that
course, whose fatal facility had led so
many Governments to the result of a
forced issue of inconvertible Paper.

The other consideration which
weighed with the Government in not
pressing for Notes of a smaller deno-
mination than- 20 Rupees, was' that
which he had already adverted to in
regard to Gold. He had . stated the
reasons why, to his mind, if we could
have a Sovereign or Gold Mohur Curs
rency established, it would supersede
the use of small Notes; and as long
a8 there was na clumce of obttunmfr
that result, and while that expenment
was in progress, he thought it would
be better not to have a Small Note
Circulation. That being- the conclu-
sion to which the Committeo had come,
the result would bc that, under the
Currency Scheme which he now pro-

posed, we should have a Note Cur-
rency representing a Silver standard
for amounts above 20 Rupees, while
for smaller amounts we should have
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the present Rupee Currency with the
chance of an auxiliary cirenlation of
Gold ot a rate which might. be subject
to alteration from 6 mouths to G
mouths.

There was another minor smend-
ment which he thought it necessary
to notice as being inieresting to Mer-
chants in relation to their dealings in
Coin and Bullion at the Mint. It had
been thought advisable to continue the
Toluh and not to jutroduce the Ounce
weight as proposzd by the Original
Bill. Silver fit for Coinaze would turn
out 979 Rupees per 1,000 Tolahs which
was the actual Mint rate. The Mint
charged, as many were aware, 2 per
cent. for seignorage, and 1 per cont.
for re-melting, and there was n slightly
flactuating refasage charge which only
produced 475 Rupees' a year, which
he proposed to abolish as it occasioned
complication and inconvenience. Mer-
chants,therefore,importing Silver would
bs able to exchange it at the accus-
tomed rate of 979 Rupoes per 1,000
Tolahs for Bank Notes at the Mint,
instead of getting Mint Certificates
as berctofore having possibly twenty
or thirty days to run.

He did not koow if there were any
other amendments which called for
epecial notice. But if there were any,
they would be seen by reference to the
nmended Bill, which, together with
the Report of the Select Committee,
would be put into circulation imme-
diately. The Bill would shortly come
under the consideration of a Committce
of the whole Council, afier which it
would be sent home for the approval of

the Secretary .of State in Council,.

which he (Mr. Laing) believed it would
receive. The Bill would probahly be
returned in the course of three months,
when it would be read a third time aud
passed, and in the meanwhbile, the Go-
vernment would proceed to complete
the detailed arrangements with the
Banks and other parties for putting it
into immediate practical operation.

He had commenced his remnrks by
enying that we must not think that,
in passing this measure we were legis-
lating for to-day or to-morrow, but for
future-generations ; and he lioped that
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our legislation would conduce to the
future prosperity of India. This great
Empire had boen formed within the
last two centuries by a series of suc-
cessful achicvements in war, and he
would fain hope that an ern of fature
peace and prosperity was now dawning.
With the present Government and
Legislature of India rested the res-
ponsibility of consolidating that mighty
Ewpire which had been won by so
many heroie achievements, and of
laying broadly and wisely the founda-
tious of au enduring system. In such
a system a Currency adapted to the
expanding wauts of the community
was not an unimportant clement, and
every step however cautious, which led-
to that result, was a step in the right
direction. The measure now proposed
was not so large or ambitious as that
which was originally proposed to them,
but it was more in accordance with
the example of Englaud and with the
weight of practical suthority and ex-
perience.  The Members of the Go-
verninent and of the Select Committes
Lad been unanimous in regarding it ns
a sounder and safer mensure, and he
trusted that this ununimity might be
an nssurance that, in the event of its
passing into Law, it might be found
to lead to the desired consummation of
promoting the lasting prosperity and
welfare of India.

PETITION OF KHOSHAL MUNDUL
AND OTHERS.

Tnue VICE-PRESIDENT in pre-
senting the Report of the Standing
Orders Committce en- the Fetition of
the Indigo Planters’ Association, rela-
tive to the Petition of Khoshal Mun-
dul ond others, snid that he wns very
happy to Le able to inform the Coun-
cil that no copy of the late Petition
had been sold by the Council, After
the debate which took place last Satur-
day, he bad requested the Clerk of the
Council to stop all further sale of that
Petition, and ot the same time to ns-
certain what number had been sold. It
appeared, on enquiry, that only twelve
copios had been issued for the purpose
of being sold, and he was happy to
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say that they had all been returned
ut_the request of the Clerk. The
ouly copies which had been circulated
were those “which, according to the
Standing Orders, were required to be
clrcqluied among the Members of this
Council and to the Government ; and
two copies had been sent to the To.
digo Planters’ Associution, at the ve-
quest of their Secretury. .So far
as further publication was coucern-
ed, he was happy to say that this
Council was in no way responsible.

WRECKED BOATS.

Me. SCONCE postponed the Mo-
tion (which stood in the Orders of the
Duy) for a Committee of the whole
Council on the Bill “for the preser-

vation of property recovered from
Wrecked Boats.”’

STANDING ORDERS COMMITTEE.

Tre VICE-PRESIDENT moved
that Mr, Laing be added to the Stand-
ing Orders Committee.

Agreed to.

PETITION OF K.HOSHAL MUNDUL
AND OTHERS.

Tne VICE-PRESIDENT guve
notice that he svould next Saturday
move the adoptiou of the Report of
the Standing Orders Committee on
the Petition of the Indigo Plunters’
'Association, relative to the Petition
of Khoshal Mundul and others.

The Council adjourned.

—

Saturday, February 23, 1861.

The How'ble Sir IL. B, . Frere, Serior Mem

ber of the Council of the Governor-General,
Presiding.
Hou'ble C. Beadon,
Hon'ble Major Geal.
Sir R. Nupier,

A. Sconce, Eyq.,
C. J. Exskine, Esq.,

and .
Hon'ble S. Laing, Hon'ble 8ir C. R. M
H. B. Ilarington, Esq.,! Jackson.

PORT-DUES (CAUINGAPATAM AND
MUN SOQRCOTT AH.)

Tre PRESIDENT read a message

informing the Legislative Council, that
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the Governor-General had assented to
the Bill “for the levy of Port-dues at
Calingapatam and Munsoorcottah with-
in the Presidency of Fort St. George.”

RELIGIOUS ENDOVWMIENTS.

.Tne CLERK reported to the Coun-
cil, that be had received a communi-
cation from the Home Department,
forwarding papers on the subject of
the Bill “ to repeal Regulation XIX.
1810 of the Bengal Code, and Regula-
tion VII. 1817 of the Madras Code,”
regarding Religious Endowments.

Mz. BEADON moved that the com-
munication be referred to the Select
Committec on the Bill.

Agreed to.

POLICE.

Stk BARTLE FRERE presented
the Report of the Select Committee on
the Bill ¢ for the regulation of Police
within any part of the British Terri-
tories in India to which it may please
the Governor-Geuneral in - Council to
extend its provisions,”

PAPER CTURRENCY,

Me. LAING postponed the Motion
(which stood in the Orders of the duy)
for a Committee of the whole Council
on the Bill “ to provide for .a Go-
vernment Paper Currency,” in conse-
quence of the unavoidable absence of
the Chief Justice.

WRECKED BOATS.

MR. SCONCE said that, for a simi-

| lar reason, he wished to postpone the

Motion (which stood in the Orders of
the Day) for s Committee of the whole
Council on the Rill ¢ for the preser-
vation of property recovered from
Wrecked Boats.” He understood that
the Honoruble and learned Vice-Ire-
sident entertained some objections to
the Bill as it now stood.

PETITION OF KHOSHAL MUK DUL
AND OTHERS.

Sir CHARLES JACKSQON said
thut the Chief Justice had requested





