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Abstract of the Proceedings of the Council of the Governor General of India,’
assembled for the purpose of making Laws and Regulalions wunder the
provisions of the Act of Parliament 24 & 25 Vie., cap. 67.

The Council met at Government ITouso on Friday, the 6th January, 1866.
PRESENT:

Ilis Excellency the Viceroy and Governor General of India, presiding.

ITis Honour the Licutenant-Governor of Bengal.

His Exccllency the Commander-in-Chicf.

The Ion'ble 1I. Sumner Maine.

The Hon'ble W. Grey.

The IHon’ble G. Noble Taylor.

The Right Hon’blo W. N. Masscy.

The Hon’ble Colonel H. M. Durand, c.B.

The Hon’ble J. N. Bullen.

The Hon’ble Mahdrdjé Vijayardma Gajapati R4j Bahddur of Vizianagram.

The Hon'ble R4ji 84hib Dy4dl Bahddur.

The Hon’ble W. Muir.

The Hon’ble Mahdrjd Dhiraj Mahtab Chand Bahfdur, Mahdrdji of
Burdwan. :

Thoe on’ble D. Cowie.

The Hon'ble Stewart St. John Gordon.

PLEADERS AND MOOKHTARS’ ACT EXTENSION BILL.

The Hon'ble Mx. MAINE, in moving for leave to introduce a Bill to extend
Act No. XX of 1866 (to amend tho law relating to Pleaders and Mookhtars) to
the Sudder Court of the North-Western Provinces, said that, the Act referred
to in the motion did not extend to the High Court of Bengal nor to the Sudder
Court of the North-Western Provinces. Tho reason of the cxemption of the
latter Court was, as the Judges of that Court had justly conjectured, that its
conversion into a 1ligh Court was supposcd likely to occeur hefore the Bill came:
into operation. The Government of India had not reccived any positive official
information concerning a Iigh Court for the North-Western Provinees, but
there was reason to think that its establishment was contemplated, and he
believed the delay to be attributable to the nccessity imposed on er
Majesty’s Government by a Statute of last Scssion of issuing new Letters Patent
to tho older 1ligh Courts beforc a certain date. Meantime the day for
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the coming into operation of Act XX of 1865 had arived, and the
Judges of tho Sudder Court wished to havo the power of making rules under
it for their Pleaders and Mookhtars. At their instance, and at that of the
Government of tho North-Western Provinees, he proposed to introduce this Bill.

Tho Motion was put and agreed to.

SUMMARY PROCEDURE ON BILLS OI' EXCIIANGE BILL.

The Hon’ble Mr. MAINE introduced tho Bill to provide a summary procedure
on Bills of Exchange, and to amend, in certain respects, the Commercial Law
of British India, and moved that it be referred to a Sclect Committee, with in-
structions to report in six wecks. He said, he had little to add to the observations
which he offered when he obtained leave to bring it in. As to section 11, he
had been in communication with the Hon’ble Rdj4 Sdhib Dydl, and had ascer-
tained from Lim that hundis were universally accepted in writing when
accepted at all; but, as he (Mr. Maixe) had anticipated, they were generally
made payable after date, not aftersight, and thus did not require any acceptance.
The first part of scction 12, he (Mr. A[AINE) proposcd to leave as it stood. The
Stamp Act defincd a forcign bill, as a bill drawn out of British India, and it was
most dangerous to have such a bill defined one way for purposes of the Stamp
Act, and another way' by commercial usage. But in Committee, he would
propose to add a proviso that, whon a Bill in any part of India was protested,

tho notarial attestation should be rcceived in all Courts as primd facie evidence
of dishonour.

The Hon'ble Mr. Cowie said that ho had heen prepared to state his strong
objection to scction 12, under which a merchant hero who might receive a dis-
honoured bill back from Bombay or Madras, would he compelled to resort to the
expensive process of tho issue of a commission to prove its presentation. Tho

change in the Bill which the IIon’ble and learned Member had now announced
was quite satisfactory.

The Hon'ble MR, BULLEN said, that he had not a word to say in opposition”
to this Bill going into Committee. On the contrary, he thought that his Hon’ble
and learned friend (Mr. Maine) was entitled to the thanks of the mercantile com-
munity for the endeavours he was making, by the introduction of thisand other
Bills which he had brought into the Council that Scssion, to import into the
Commereial Code of India those improvements in commercial legislation which
of late yecars had been adopted in England. 1le agreed with what had fallen
from his hon’ble friend opposite (Mr. Cowic), as to tho desivableness of
continuing the present practice by which a notarial protest was aceepted as
primd facie proof of dishonour of an inland equally with a foreign bill, and
was glad that tho hon'ble gentleman (Mr. Maine) had eoxpressed himself

»
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willing to modify to this end, in Commiltee, section 12 of the Bill as printed.
e (Mz. BurLex) would be glad to see the principlo of the bills of lading .
Act, No.IX of 1856, which was copicd from the English Statute 18 & 19
Vie., cap. 8, extendad to policies of insurance. By the custom of merchants,
the interest in those documents was transforable by endorsement, as in the case
of bills of lading, but by law the contract between the underwriter and the
assuved could not be so transferred. \When, therefore, an action had to be
brought on a policy, it could only he brought in the name of the party to whom
the polity had been granted, which was frequently productive of inconveni-
ence. 'The principle was the same as that conceded by the bills of lading
Act, and he thought it worthy of tho consideration of the hon’ble gentleman
(Mr. Maine) whether it might not be extended to contracts of assurance also.

The Ilon’ble Mx, Maine thought the suggestion well worthy of consider-
ation.

The Motion was put and agreed to.

RURAL POLICE ACT AMENDMENT BILL.

The Hon’ble MR. Muir presented the Report of the Select Comumittee on
the Bill to amend Act No. II of 1865 (to provido for tho maintenance of the
Rural Police in the Territories under the government of the Licutenant-
Governor of the North-Western Provinces amd clsewhere). ITe said that a
new scction had been introduced by the 8cleet Committeo to meet an objec-
tion made by the IIon’ble the Licutenant-Governor of the North-Western Prov-
inces. According to that section, tho local administration was authorized to
lay down rules limiting the extent and excrciso of the authority conferred by
the first section on the Collector. As the Report would then have heen in the
hands of Members for a suflicient period as provided by the standing Rules
of tho Council, he proposcd next week to move that the Bill he taken into con-

sideration and passed.

CRIMINAL PROCEDURE ACT AMENDMENT BILL.

The Ilon’ble Mx. MaINg, in moving for leave to introduce a Bill to amend
Act No. XXV of 1861 (for simplifying tho procedure of the Courts of Criminal
Judicature not established by Royal Charter), said the measure had heen
prepaved at the urgent representation of the Governments of Madras and
Bombay, and in part at the instance of the Governments of Bengal and the
North-West.  The necessity for the proposed change might he shortly described
by stating that the Code attributed the cognizance of certain minor offences
of common occirrenco to a too dignified tribunal, that was, to a tribunal
whose ordinary business was such that its time ought not to he taken up
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with trying potty cases, or which was at too great a distanco from the localities
at which most of theso offences wero committed. The latter was the scrious
objection. When in Indin, a petty offence was tricd at a great distance
A{rom the place of its commission, one of two things happcned—cither the
prisoner, prosecutor and witnesses wore oxposed to disproportionate hardship,
or the offence was hushed up to prevent that hardship, the latter result being
the commoner when the injury to the person aggrieved wasnot very great.
It was natural that complaints on the subject should come chiefly
from Madras and Bombay, for in those Provinces, and especially in Bombay,
the districts were of great cxtent, so that tho removal of the prosccutor
and witnesses to the sudder station almost amounted to expatriation. The
first particular in which Mr. MaINE proposed to alter the Code was in re-
speet of theft in a building or tent. As the classification of jurisdictions in the
Code of Oriminal Procedure pretty closely followed the scale of punishments
in the Penal Code, theft in a building had been made cognizable by a higher
tribunal than common theft, because tho penalty was severer. Now he
must confess that the considerations which in Europe justified the imposition
of a heavier penalty on theft in a dwelling-house than on theft in the open
air, appeared to him scarccly to exist over much of India. It wasno doubt
assumed that thefts in a dwelling-house were ordinarily committed by persons
standing in some relation of confidence to the owner, or -that there wasa
greater amount of eriminal intention on the part of a person who secreted
himself in o house for the purpose of stealing. But the assumption did not hold
good in a country in which the houses were mostly open day and night, and
it would be difficult to point out any moral distinction botween the act of a
man who took goods from a bullock-cart and that of one who took property
from a Native house by walking into it or putting his hand under the uplifted
corner of & mat. The Penal Code was, however, intended to apply to stealing
in houses of all descriptions, and henceno doubt the English distinction was
maintained. The result, however, was described as very unfortunate in the
Mofussil, where this form of theft was exccedingly common, but under the pre-
sent law was either committed with impunity, or punished at the cost of much
annoyance to the prosccutor and witnesscs. He therefore proposed to make
theft in a building, vesscl or tent punishablo by the same tribunals as ordinary
theft. It would be understood that the rclative powers of Magistrates would
remain unaltered. If the offence wero really petty, it would be punished by a
Magistrate of the lower grade ; if there were circumstances of aggravation, it would
bo sent on by him to a superior authority. M=. MAINE further, at the instance
of tho North-Western Sudder Comrt, proposed to make giievous hurt punish-
able by the same judicial authority as simple hurt. It was represented that
the time og the Cowrts of Session was necdlessly taken up in trying cases
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which only differed from hurt in the dislocation of a finger or the hreaking of a
tooth. The last change to be made consisted in enabling Magistrates of all
grades to try charges of fouling a veservoir, or rendering tho atmosphere -
noxious. It was diflicult at all times {o get the Nitives of Indin Lo regard
tho rules of sanitary science, and to give information fo the Polico of acts
which they looked upon as harmless : much greater must be the difficulty if
the havdship of a long journey was inflicted on all who revealed the nuisance.
The Local Government had suggested other changes, but, though something
might be said for them, the trial of the offences named was likely, as a
Inwyer would pereeive, to give riso to delicate questions, so that there were in-
dependent reasons for confiding trinl {o a Court of some dignity, Such
alterations had better be rveserved for that general revision of the Code of
Criminal Procedure, which could not be far distant.  The points now dealt

with were pressing.
The Motion was put and agreed to.

COURTS OI' REQUESTS (STRAITS SETTLEMENT) BILL.

The Hon’ble Mr. MAINE moved that the Committeo on the Bill to enlarge
the jurisdiction of the Courts of Requests in the Scttlement of Prince of
Wales’ Island, Singapore and Malacea ho re-constituted. Ie said that the
Bill had procceded as far as o Committee, but its progress had been arrested,
through the impression which prevailed that the Scttlement would shortly be
disannexcd from India. That event, however, scemned further off than was
onco supposed, and he wished, at the instance of the Sfraits Government, to
proceed with the Bill.

The Motion was put and agreed to.

GOVERNMENT PAPER CURRENCY ACT AMENDMENT BIILL.

The Right ITon’hle Mr. Massey introduced the Bill to ameud Act No.
XIX of 1861 (to provide for a Government Paper Carrency). Ho said that in
moving that the Bill which ho had asked leave of the Council to introduce a
fortnight ago should he passed through its remaining stages, he would muke
a very few observations in addition to the statement which he then offered to
the Council. Since that statement was made, a meeting had been held by a
highly vespectable body, which he might say represented the commercial inter-
ests of this Presidency, for the express purpose of considering the measure ;
and although that meeting had not resulted in any expression of opinion hostile
to the Bill, he should perhaps be wanting -in that respeet which he felt for
those gentlemen if he simply moved that the Bill bo passed through its subse-

quent stages without further explanation.
- b
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The object of this Bill was simply to restore the Currency Depariment to
its proper function, which was the issue of paper and not of coin—of paper as
a substitute for specie whencver tho public desired to avail themselves of a more
convenient medium of circulation; and of coin only in exchange for the paper
which represonted it,

The whole reserve of silver represented Notes in circulation and nothing
more. Those reserves could not he appropriated to any other purpose without

endangering the convertibility of the Notes, and thereby jcopardizing public
credit.

Hp had explained on the former occasion the circumstances which rendered
it necessary, in the opinion of the Government, to make some alterations in the
existing Currency Law. If those alterations were not assented to, the Govern-
ment must take one of two courscs. They must maintain in tho principal
Circles of Issue a very much larger reservo in specic than was necessary for the
legitimate purposes of the Department; in other words, they must realise
wholly or in part that proportion of the fund which was invested in securities,
—a, . proportion which, in the opinion of the late Mr. Wilson, should always
amount to two-thirds of the Issue. Tle Government of the day, however,
limited the reserve of Securitics to the amount of four millions sterling, and -
nearly to that extent reserves of coin had been already invested. If therefore
we were driven to convert the Sccurities, the charge imposed on the Govern-
ment would be £200,000 a year, and the remaining Scecurities, which are the
property of tho public, would be depreciated if any large amount of the stock
which had been withdrawn were thrown back upon the market. Such a course
would not be advocated by any Member of that Council, and was ono which no
man of business outside would venture to propose.

But if this course were not adopted, we must be prepared at all times to
pour into the_ Currency Circle which was under pressure the amount of coin
which might be necessary for its relicf. Now he would say at once that the
Government was not prepared to undertake that duty. The distances in this
country were very great, and the communications were not yet in that ad-
.vanced stage which he trusted they would ultimately attain; but even if all
such facilitics were perfeeted, the dislocation of our monctary arrangements by
the sudden transfer from one place of deposit to another of cash, which was dis-
tributed with reference to the exigencies of the public service, would always be
attcnded with great inconvenience and cost, and might seriously affect the public
credit. o had said that they had alveady invested Sceuritics to tho amount
sanctioned by the Act. That amount represented one-half the amount of the
paper in circulation. During the last month alone, bullion to the value of a
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million and a quarter pounds sterling had heen eashed in one of the Dresidency
Towns. Thercfore, il the demand on the Deparfment was to go on on that scale,
they would have no alternative but to realise Sceuritics.

But there was a third alternative. It had heen suggested that the present
dificulty had heen caused by the reduction of the cash-balances. It might be
suflicient for him to say {hat he, was not responsible for that reduction,
and that the Government as at present constitufed was not responsible for
that reduction. e would not say whether that diminution was politic or not.
They had only {o deal with the fact, and it was well known fo all who heard
him, that tho reserves at the present moment were not in surplus, and that
they could not hope from the spontancous action-of their existing revenue,
that the cash-balances would he raised to the amount which they forwmerly
altained.  But if they had a surplus of revenue in their treasury, in his
opinion that surplus would be demanded by other objects than the accom-
modation of dealers in bullion. There was no probability that any part of
the cash-balances would cver be appropriated to any such purpose.

This brought him to the question, what public henefit was to be derived
from maintaining the present facilities afforded to the importers of bullion ?
Were the interests of commerce concerned ? Was the gencral prosperity of
the country involved in maintaining this anomalous charge on the Department
of Issuc? As the question had been raised, he must say that there was
no pretence whatever for any such assertion, and that the benefit derived
from the present state of the law was a bhenefit which was enjoyed
merely by individuals, and which accrued to the advantage of a certain
class of spcculators. In his judgment it was a benefit which did not
conduco to the wellare of the country, or the sound interests of com-
merce. lle was very glad to think, from the procecdings which took
place at the respectablo assemblage which was held the other day, that he
was not called upon to wurge these arguments [farther, or to contend
at any length in favour of this Bill. The resolution to which the Cham-
ber of Commerce came was ono with which he had no fault to find. It
did very little more than reiterale what he himself stated when he had
the honour to move for leave to introduce the Bill. It cnjoined on Govern-
ment the desivabilily of not resorting to the power of refusing to cash
bullion except in cases of nceessity. That was precisely the course which
the Govermment wished to-take. The Bill was one simply of precaution and
safety. Tt was not intended to withhold from the hullion. trade the accommo-
dation which it enjoyed ; but at the same time it was not proposed to make any
special concession to that trade. It was manifestly the duty and one of
the functions of the Currcucy Department {o lnk&- bullion in c¢xchange for
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Notes, when there was reasonable ground to supposo that the Notes so ex-
changed would go into circulation. It was not, howover, the duty of the Cur-
rency Department to go on cashing bullion for the benefit of private indivi-

duals, and thus continue a course in no wise redounding to the benefit of the
public.

Thoro was onc part of the resolution of the Chamber of Commerce to
which he would now refer. They oxpressed a hope that tho capacities of the
Mints would bo cnlarged so as to enable them to deal with the great and
growing importations of bullion. It would scem from that expression of
opinion that the present powers of the Mints were supposed to be below
par, und that sufficient energy had not been displayed by the Depart-
ment in meeting the extended requirements of Indian commerce.  That
opinion, if it did exist, was altogether unfounded. e had provided him-
self with authcntic information on the matter. The principal Mints had
been considerably increased. A second Mint had Deen established at
Bombay in the year 1864-65 ; the outturn of silver coinage had been doubled.
If wo compared the operations of our Mints with those of the Royal
Mint in Evgland, it would be found that we were greatly in excess, not
only in capacity but outturn. That was not surprising, because the basis of
currency in India and in England were totally different. ‘I'he power necded
to coin a million in gold was only one-tenth of what was nceded to turm out
o million in silver. As long as you maintained silver as the basis of your
currency, there could practically he no means of enlarging the Mint Depart-
ment so as to cnable it to meet great and sudden influxes of specio.

At tho same time, so far as its present powers were equal to the emergency,
he could confidently say they would not be spared. e had made enquiries
in the proper quarter. Ho had pressed upon those charged with the adminis-
tration of the Department the nccessity.of using every exertion to enlarge.
the powers of the Mint; and he believed he might promise the Council
that, large as that capacity now was, and great as the exertions of that

Department had been, the capacity would be cnlarged and the exertions
increased.

IIec hoped that cxplanation would be sufficient to satisfy the Council
that he was not hastily, and unnocessarily on tho part of the Goévernment,
wrging a greater departure from the provision of the Ourrency Act than
was really called for.  As he said before, the real difficulty lay in our having
a currency based on silver and not on gold. The work of a Mint was to
be estimated, not by the value of its outturn, hut hy the number of pieces of
which that outturn consists. 1f you had to use ten times the labour and
employ ten times the cdpacity than would otherwise be necessary, it was not

l
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fair to charge the Mint with the inconvenicncee imposed on a person impatient.
to convert his bullion info coin.

IIc did not know whether any gentlemen present wished to make an y
ohservations. Ho should bo happy to hear any comment which might be madee,
and with the short explanation he had now given, he would reserve any fuwthor
observations for his reply to the remarks of Ilon’ble Members, especially those
connected with the mercantile community.

The Hon’blo Me. CowIe said that a fortnight ago he cxpressed in this
Council his opinion of tho reasonableness of this measure, and he had heard

nothing since to make him chango that opinion.

e had heard with pleasure the Right Hon'ble Member's promisc of im-
provements to the working power of the Mints, though it was somewhat con-
tradictory to the opinion le understood him to express that these largo impor-
tations of silver were no such great henefit to general commerce. Tho flow of
bullion to this country was, he (Mr. Cowie) submitted, a real benefit, and
whatover facilitics could bo given to the rapidity of its conversion would Le an

advantage to all.

The Hon’hlo CoLoNEL DURAND observed that the Bill mado no change in
the ncgotiability of the certificates. He doubted therefore whether its effcct
would be as great as was anticipated by the Right Hon’ble gentleman; for so
long as theso certificates remained negotiable, the holders might apply to the
Banks or Capitalists and obtain Government Notes, which would bo taken to the
‘Department of Issue, where they would at once be converted into coin, as at
present. No doubt the Government would gain a few days; but the measure
struck him as so moderato that it was likely to prove somewhat ine(fective,

The ITon'ble Mnr. BULLEN said he was sorry to hear some observations
which fell from the Right Iou’hle gentleman, which conveyed the impression
that ho entertained different opinions from those which had been expressed by
the late Mr. Wilson as to the importance of making bullion available Iy the
purposes of commerce as soon after importation as was possible, and which had
lIed him to introduce into the Government Currency Bill a provision plac-
ing the Departient of Issue on the same footing, in respect to the icwue of
Notes in exchange for bullion, as the Issuec Department of the Bank of L.gland.
e of course admitted that the analogy between the two countries v .s not
complete. In England, Notes sufficed for all purposes of internal tynd.  and it
was only when bullion required to be sent abroad to correct the exchar. s, that
they wero returned to the Bank to Lo exchanged for coin. In Indiz on the
contrary, owing to the limited circulation which the Notes enjoycd, ¢ . re was
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a constant drain of coin into the interior. 8till he could not quite agree with
the Right IIon’ble gentleman when he said that the cxchange of Notes for
hullion was no proper part of the functions of the Issue Department. That the
paramount consideration must be absolute security for the convertibility of the
Notc-circulation, he at once admitted, and to that the convenicnce and even
the interest of tho bullion importer must be entirely subservient. ITe thought
that & great part of the opposition which was felt against this mecasurc outside
aroso from the grounds on which the Right Hon'ble gentleman had justified
it in his spcech on that day fortnight. He had then stated that ho put the
necessity for this measure on no higher ground than that of the expense and
inconvenicnce entailed on tho Government by moving large sums of money
from onoe Presidency to another. Of course the answer to that was, that the
Government made -a large annual profit out of the limit at the expenso of the
bullion importer. That profit amounted to nearly twenty lakhs a year. Again,
the Government mado a further large annual profit out of the interest on the
Securities on which the reserve in the Currenoy Department was invested. This
was another twenty lakhs, and, receiving that large profit, bullion importers
argucd, and as it seemed to him (MR. BULLEN) not unreasonably, that when
the neccessity occasionally arose of fortifying the reserve of bullion in the Issue
Department at any one Presidency, the cost of doing so might fairly be under-
taken by tho Government. The Right Hon'ble gentleman had referred to the
amount invested out of the currency reserves, and quoted the opinion held by
Mr. Wilson that o reserve of one-third in coin was a sufficient reservo to keep in
the Issue Department. No one charged the Government with having invested
a larger proportion of the reserves than they were entitled by law to invest;
but looking to the fact that a pressure for coin might have been expected to be
-felt at Bombay at this season of the year, he did think it exhibited a want of
forcsight on the part of the Executive Government, that with a circulation of
under threo crores, no less than 187 should have been invested in Securities.
The Right Hon’ble gentleman had told them what he (Mr. BuLLEN) had been
very glad to hear, that by certain alterations which it was proposed to carry
out, the coinage capacity of the Calcutta Mint could be largely increased. He
(MR. BULLEN) did not know if the coinage capacity of the Bombay Mint could
be increased in tho same manner; but he considered that if the Bill bccame
law, it would bo more than over the duty of Government to provide a Mint-

power capable of coping with the supplies of bullion which would continue to
pour in,

1lis Ixcellency Tur CoMMANDER-IN-CHIEF said, * 8ir, in answer to the last
speaker, I would observe that tho arguments in support of the measure have been
placed so foreibly and clearly before the Council that but littlo would have re-
mainced to be said had not my Ilon’ble friend, Mr. Bullen, transferred the matter
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of the debate to new ground. Thus, Sir, he has divected an attack against the
Exceutive Government, it matters not whether it ho at Caleutta or Bom-
bay, heeauso of its alleged want of canlion in meeting an unexpected
drain on the Issne Department. It is no sceret that a great run has taken
place in Bombay on the Issue Department, and on the Bank of Deposit which
does the Government husiness, and that extraordinary measures have been
taken to ward oft the impending danger. That Lrings me to the consider-
ation as to whether my IIon’ble friend is right in his argument. Is he justified
in saying that cortain mensures for the protection of tho Financial Department
have not heen taken? Is he justilied in attributing to bullion merchants
the characler of representatives of tho commercial  community 7 In an-
swering these questions, it will he necessary to travel back to somewhat ab-
stract doctrines, and to advert to certain principles of political ceomomy. It
is ncedless {o say that bullion when imported into the country bears only the
character of a commodity of trade. If an artificial stimulus is given to the deal-
evs in this commodity, the result is an action on the market which is the cause
of trouble, convulsion and panie. The same principles apply in tho consider-
ation of bullion as of any other commodity, as, for instance, corn. By the con-
cession granted by 3Mr. Wilson,—that is to say, by the extraordinary privileges
conferred on tho bullion dealer—an artificial stimulus is given to the import
of bullion. Mr. Wilson gnve no reasons for the concession beyond saying that
it would give merchants in India the same facilities as those enjoyed by mer-
chants in London. When Mr. Wilson made that statement, ho forgot the ab-
solute difference in the relations of Indian merchants to India, and of English
merchants to England.  Thus, 8ir, in England there is o thoroughly established
Note-cireulation, but in India it may be said that there is an absence of Note-
circulation exeept in the Presidency Towns. I hold in my hand Returns
which show that, in the outer Circles of Currency, this Note-circulation
does not rcach seven lakhs; whereas, in tho Presidency Towns, it is seven
and a half crorcs, or something more than double the amount of issue at
iho date that tho old Banks of issue closed their operations in virtuo of
Mr. Wilson’s reforms, and the issue becamo a State Department. The
incrcase in the Presidency Towns then, in {ruth, only represents the great de-
velopment of transactions of cvery deseription which has taken place since
the date referved to. I am thercfove justified in saying that the Note-circula-
tion, although rather more than double in volume as compared with former
titnes, has but little to say to any extension of it in the Provineces. It is evi-
dent, thevef ore, that there is a weakness in the nofions whichJed Mr, Wilson when
e gave his reason for the change. Thus, reasoning too closely from Inglish
analogy, he clearly supposed that, so soon as his currency notes had been re-
ccived from the Issue Departiment in exchange tor certilicates, they would be
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spread throughout the length and hroadth of the land, and that coin would
not ho required in exchange for bullion. The precise’ converso has turned oud
to o tho fact. 'Whoen hullion arrives, the merchant demands that it should he
immediately cashed in Notes—he takes tho Notes to the Issue Departmment
and domands coin. Thercfore, a run sets in on the Issuc Department and on
the Bank of Doposit. Conscquently, the measure hefore the Council eannot
justly bo called solely a mecasure for the convenience of Government in the
Financial Dopartment, but it is a popular measure to avert convulsion and
panic by guarding the community against privileges to a speeial trado. Snp-
poso the case of a run on the Issue Department. Telegrams arrive demand-
ing assistance. The first thing which can be done is a direction to a .
Presidency Bank of Deposit to afford aid. But the Bank’s powers are limited :
it has no immediate facility for the transmission of material, that is to say, of
coin, per saltum. There is no magic by which it can suddenly send an immense
sum of money, say hall a million. Such a Bank does what it can, that is, it
will send bills—say to Bombay—for the amount. But the people in Bombay
want money. Conscquently, if they were to discount these bills, it would
bo to intensify the difficulty against which the aid is dirccted. But as
they would not be unwise enough to do this, the bills are simply uscless,
and assume the form of credits in blank at a time when actual coin is
wanted, a fictitious capital being thus created. Buch blank credits, as Mr.
Goschen tells us, are of use for bridging over the slack time of business between
two countries engaged in trade. But they are absolutely useless when it is
requircd to meet a sudden drain of specie. I havo stated tho difliculty which
occurs when, we will say, the Bank of Calcutta attempts to rcinforco the
Bank of Deposit, a Government Bank, at Bombay, in aid of the Issuc
Department. Now lct me state another case. Let us assume that a great
drain has sct in on the Issue Department. The constitucnts of the Bank
of Decposit at the same time demand that all their drafts and cheques
shall bo cashed in specie. It may have a very large nominal halance, and
yet the mass of it may bo in Notes through no fault of the Bank. In the
excreisc of his undoubted right, the Chairman of the Bank asks to have
half o million of Notes exchanged for specic. But what astate of things is
it if the Issuo Departmont is obliged to ask for timo! The Bank of Deposit
must go into the market and scrapo up specie as it can, because the Issue
Department cannot meet the demand. It is impossible to avoid such diflicul-
ties when ships are constantly arriving, cach, perhaps, with a million of hul-
lion, and the importers, under the cxisting law, at once demand and obhtain
specie.  Thus in the importers’ hands the bullion has the character of moncy,
but directly it is transferred to the Bank or to the Issue Department, it loses
that character, the resources of both, which ought to be at tho disposal
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of their ordinary constituents, heing thus summarily diverled in favour of the
bullion merchant, becauso in his hands the bullion is money, whereas it is not
money so soon as it has left them. Imaintain that such astate of things cannot
fail to lead to convulsion. 8ir, for the last five ycars I have been a Member
of the Bombay Government, and every year the like difliculties have arisen at
about the same time, and invariably from the same cause, namely, that which
my Right IIon’hle friend now sccks to get rid of by the Bill under consideration.
During that time we were more than once hastily summoned to Council to
consider what could best bo done to meet tho crisis thus artificially caused.
On one occasion wo had recourse to strong measures which at first were not
approved, but afterwards met with full sanction. This oceurred ahout three
yearsago. I therefore now join issue with my IHown’ble fricnd.  There is an in-
consistency in the existing law against which no foresight can possibly provide.
The Hon’ble gentleman’s accusation directed against the Exccutive Govern-
ment is not justified by facts. It should rather be directed against the false
principle which has caused all these difficultics for the last five ycars.

“My Right Ilon’ble friend, when considering the capacity of the Mints as
compared with that of tho Imperial Mint in England, remarked on the much
greater facility afforded to the latter for producing large sums of coin, because
the basis of the British currency is one of gold. This brings forcibly before
me the discussion which took place ncarly two years ago, whether gold should
not be substituted in India for silver. The result of the discussion scemed to
be tolexably conclusive, opinion in India Laving been very generally in its
favour. That discussion originated in Bombay in consequence of the strin-
gongy of the local market, which proceeded from the cause forming the subject
of tho Bill. I think, but I speak without any authority, that there are some
indications that the Right IIon’ble the Scerctary of State would not he so indis-
posed to such a change as he was in 1861, when he expressed his views in a demi-
official lctter to Mr. Laing, which was answered by that gentleman in a Council
Minute. It is not called for in this place, and it would not be respectful in me to
subject the argument of the Right Ilon’ble the Secrctary of Stato to a rigid analy-
sis; but I would carnestly commend those papers to the consideration of every
Membher of the Council and of the community outside. If read carefully, it will
be seen that all that Mr. Laing bad predicated of the existing state of things,
and had prognosticated of the future, has turned out to be true. What he
said of the restriction of the floating of Paper Currcney in this country, and of
the limitation of its use, has been proved by experience to be exactly correct.
It is difficult to support an argument more strongly than by reverting to the
prognostications of Mr. Laing which have been justified by the experienco of
four years. I have hefore said that opinion in India was generally in
favour of the proposal which emanated from the Bombay Chamber of Com-

d
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morce from two to thrce years ago. But all questions in this country seem
to flag and to be treated in a dillettante way unless taken up by Government.
Tho cause of a gold currency was not advocated in such a manner as to im-
press on the Secretary of Stato that the change was strongly desired. I hope
that the Mombers of the Council, and that the commerco of the country repre-
sented by the great merchants of Calcutta and Bombay, will turn attention
very seriously to this matter. The difficulty urged by the IIon’blo gentleman
opposite with regard to the operation of the Bill does not reside in the objec-
tions which have been taken to it, but in the simple fact that India bas a silver
currency, whercas she has reached that point of devclopment when her mone-
tary wants demand a cwrrency of gold. Silver is tho currency of a compara-
tively poor country—gold is the currency of a rich one. During the last
cight years we have seen the most extraordinary advance in the way of riches
throughout India. This is evidenced in every manner possible, by the enor-
mous increase of transactions in the great centres of trade, not only in the
Presidency Towns, but in the Provinces also. It is shown by the opcning
of new communications in all directions and by the use made of them.
The Post Offico returns oven display that the number of letters has almost
doubled in the time mentioned. Wo are therefore justified in saying that
we aro witnessing tho conversion of India from a state of poverty to
a stato of wealth, and that she must be treated accordingly. We have seen
the like take place in France and in the United Btates. France fifty years
ago was comparatively a poor country. Bhe is now a rich one. Accordingly,
though not quite fixed by law, she has absolutcly adopted a gold currency, and
tho silver franc has become a de facto token-coin. Thoe Americaus have done
the same, but they have been in one respect more logical than the French
and more complete in their operations, that is to say, so soon as they were:
convinced that the substitution of gold for silver had heon completed, they
fixed the gold currency in law by reducing silver to & mere token-coinage,
as wo have done in England. I presume to say that India has now rcached
that point when it is incumbont on the Government and the community to
cause that change to be introduced, which is required by the altered circum-
stances of tho country. The remedies for the difficulty stated by my Hon'ble
fricnd Mr. Bullen are to he sought, not in mechanical extensions of the Mints,
not in attribuling to the bullion merchant a power of declaring his hullion to
bo money when it is not money, but in tho introduction of a gold currency.
My Hon’blo and gallant fricnd Colonel Durand’s remark that certificates would
- be liable to discount is perfectly just; but it is not apparent that any incon-
venienco can result from this. Such serip-cortificates will be discounted by the
Banks or other privato persons holding Notes. T'hose Notes were always liable
to bo .converted into rupees, they being actually issucd. This is very different
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from the Issuc Department uttering fresh ‘Notes on aceomnt: of bultion when
those Notes would bo returned immediately for coin.”

The Right on'ble Mi. Massey said, that ho had listened with much interest
to tho discussion, and he had no reason to complain of the tone which the debate
had assumed. Iis Hon'ble friend (Mr. Bullen), however, had made somo re-
marks inculpatory of the policy of the Government, and scemed to think
that there had been some laxity in the Departmont of Issuc. e (Mnr. MAssky)
helieved that there was no good reason to complain of any want of vigilance
or cnergy in that Department. His Hon'ble friend was perfectly aware—ho
had himseclf pointed it out—of the cssential difference between tho Department
of Issuc in the Bank of England, and the Currency Circles in this country.
Tho Bank of England consisted of two Departments—the Department of Issne
and the Banking Department. These two Departments helped each other :
aud although it was obligatory on thc Issue Department to take bullion, tho
Bank was not obliged to give cash for bullion; they purchased bullion at a
price which represented the differenco between cash and a bill payable at the
time when the bullion could be converted into coin. Besides, the paper which
they issued against bullion was so firmly and extensively established, that there
was no apprchension that it would come back, except in ordinary courso which
could be calculated on to a nicety. DMorcover, the Bank of England not only
in its capacity of Bankers discounted Dbills, but also {ransacted the business
of bullion merchants. A great part of the hullion paid into the Bank of
England was sold to forcign merchants for the purposo of exportation. But
the situation of the Currency Department here was totally different, and he
could not but think that that provision from the Bank Charter Act of 1844
was improvidently imported into the Currcncy Act of India without those
modifications which the difference between tho two countrics and the two

establishments obviously suggested.

His Don'ble friend the President of the Chamber of Commerce had said
that tho Currency Departmnent was bound to undertake this business, becauso
they derived profit from the circulation of Notes. Now IIis Exccllency the
Commander-in-Chict had well pointed out that there was no paper circulation
in India, and indeed he could be well content to rest the defence of the Govern-
ment, so far as its policy had been censured, upon the speceh of his Hon’ble
and gallant fricnd. There was only paper circulation in the Presidency Towns
but throughout the rest of India, Government Notes were, he was sorry to say,
treated like commercial paper, and sold at a discount in the bazars. But sup-
posing it was true that the Currency Departinent did derive profit from this
source, the profits which they derived from investment, seigniorage, and circula-
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tion were here, as in every other civilized country, profits retained not so much
as o profit, but as a fund for defraying the expenses of the Department. They
were obliged to keep up establishments for the issuc and conversion of the
paper. The expenscs of those establishments must be defrayed from their
profits. But supposo therc was a large margin of profit, which he did not
admit, after all the expenscs incident o the currency had becn defrayed, he
still maintained that that margin wasnot the property of the bullion merchants,
but of the public. His Hon’ble friend (Mr. Cowic) seemed to suppose that
be (Mn. MasseEY) did not attach much importanco to the importation of bul-
lion. If he had-said anything to justify that observation, his words had been
misapprehended, or he had failed in espressing himself intelligibly. Ile was
quite aware that in India, where trade was cxpanding to a very great extent,
it was nccessary that that cxpansion should be sustained by the cxtension of
the metallic basis. Therefore for the Government to throw any obstacles in
the way of bullion importation, would be a blind and unwise policy. But
there were limits to the extent to which they were bound to afford facilities
to the introduction of this commodity, and he thought that by extending the
Mint machinery, they would do all they could reasonably be expected to
perform. He did not think that there was anything to justify the censure which
had been passed on the Department of Issue, because he had shown that the
capacity of one of the largest Mints had been doubled, and it was a fact that
the employés in the Government Mints had been working night and day. 8o
far from retaining bullion in store, the Mint had been frequently brought to
o stand-still, because of the absence of bullion. When any sufficient quantity
was in hand, the operations of the Mint were ncver suspended; but in cases
of large importations, its capacity was sometimes taxed to a degree beyond any
conceivable povwer.

The opinions of the late Mr. Wilson, one of the greatest financial author-
ities which this country had ever seen, had been quoted to-day as if his policy
was being departed from. ‘What was his policy ? Mr. Wilson’s original pro-
posal was this. e thought, coming from England with his great experience
of commercial affairs, and confident of the advantage which India wounld
derive from the cstablishment of a Paper Currcney, that this paper would
permeato through the length and breadih of India, and be accepted as a
convenient medium of cxchange. Those expectations, however, had been
disappointed. Estimating in the sanguine manner he did, Mr. Wilson thought
it would be sufficient to retain in the Department of Issue only onc-third
of the Issue representing the circulation. When Mr. Wilson proposed to
mainiain that small reserve, he (Mr. MAssEY) doubted if Mr. Wilson was pre-
pared to appropriate that amount to the sudden demands of dealers in bullion.
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According to that gentleman’s caleulation of the extent to which 1he cnrrency
notes would bo established as a circulating medium, the Department of Issue
would have no difficulty in mceting the ordinary demands of the bullion
importation.

If Mr. Wilson were here now, and sitting in the place, the datics of which
ho had so ably discharged, he would not for a moment have concurred in the
proposition that the Government was bound undor all circumstances and at all
times to provide funds in cach of the principal Currency Cireles against prompt
demands on account of bullion. Such a propesition would be too wild and
absurd to need serious refutation. Nothing of the kind had been urged by
the gentleman who represented the commercial community in this Couneil,
and he was gratified to find, on the whole, that those gentlemen were not

adverse to the Bill.

The Right TIon’ble Mr. MAssEy then applied to His Excellency the Presi-
dent to suspend the Rules for the Conduct of Business.

Tho PrESIDENT declared the Rules suspended.

The Right ITon’ble MR. Massey then moved that the Bill be taken into
consideration.

The Hon’ble Mr. BULLEN said that, before the question was put, he wished
to point out tho hardship which, if this Bill at once hecame law, would thereby
be inflicted on those importers of bullion who, in reliance on the law as it
stood, had entered into operations thoresult of which would be prejudiced by the
proposed change. The Right Ilon’ble gentloman proposcd to suspend the
Standing Orders and pass the Bill at onco. He (Mxr. BurLin) admitted that if
the Exccutive Government declared the immediato passing of the measure
absolutcly necessary, opposition must cease, for the convertibility of tho Note was
of parnmount consideration. But if no such nceessity cxisted, he would
" appeal to the Right Ion’ble gentleman to suspend the operation of the Act, say
for a month or six weeks, that those engaged in an important branch of tiade
1aight not be subjected to a loss which they could not have guarded themselves
against.

The Right on'ble Mr. Massiy said, that he was very sorry he could not
accede to the proposal of his Hon’ble friend.  Merchants must he prepared for
occasional changes in commercial legislation. It was a well established prin-
ciple that no private member. of the commuunity had a locus stundi, in the
cvent of an alteration of law which alfected his individual interests. 1In
Fogland, the Chancellor of the Exchequer has frequent occasion to propose

’
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alterations in the tariff or oxcise. He often takes off a duty affecting o com-
modily of which thore may be a largo stock in hand. " Tho owners wait upon
him and ask a drawhack. He declines with a smile of dissent, and they meot
with no support from public opinion. 'When tho Ohancellor of tho Exchequer
malkes his'annunal Financial Statement, tho public is informed for tho first time
of what lie is going to do. Ho announces perhaps that he is going to tako
off a tax that affects stocks in hand ; he asks the immediate assent of the House
of Commons; thoy give it, and the moment the resolution is passed, the financial
operation takes cffect. The course which he (Mr. MasseY) now proposed to
take was analogous to that. As he said before, he did not wish to raise a false
alarm that the Government would be in any danger of insolvency by continu-
ing the practice which the present Bill proposed to alter; but their experience
of the inconvenienco and injurious nature of the practico was suflicient also
to warrant his hope that the Council would consent to allow the present
mcasure to become law,

The Hon'ble Mr. BULLEN said that his proposition was not without pre-
cedent. In the last scssion, an alteration was made in the tea-duties, which
was intended to have immediate effect, but on a representation from parties in-
terested in the trade, that great loss would be inflicted upon them, the Chan-
cellor of the Exchequer agreed to the change in the law takmg effect only after
an interval of (he belicved) a month or six weeks.

The Right Hon’ble Mr. Massey said ‘that was quite an exceptional pro-
ceeding. What particular.reason there was which induced the Chancellor
of tho Exchequer to act as he did, he (Mlr. MAsSEY) was unable to say. Tlicre
was no doubt some good reason. The case of the importers of bullion was not
nearly so strong as that of merchants holding large stocks of an article like
tea, on which there was a small margin of profit. Iere the bullion was
brought out to purchase property for which there was an cxtraordinary
and peremptory demand. It was just possible that the importers might losc
something by a slight turn of the market, but if they took their certificates to-
the Banks, they would have no difficulty in getting tho requisite nccommo-
dation on casy terms.

The Motion was put and agreed to.

The Right ITon’blo Mi. Massey then moved that the Bill be passcd.
The Motion was put and agreed to.

The following Select Committees were named—

On the Bill to provide a summary procedure on Bills of Exchange and to
amend, in cerlain respeets, the Commercind Law of British India—The Ilon’ble
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Mr. Bullen, tlie Ion’ble Rijd Sihih Dyidl Bahddur, the ILon’ble Messes. Cowie,
Gordon and the Mover.
On the Bill to enlarge the jurisdiction of the Courts of Requests in the
Settloanent of Prince of Wales’ Island, Singapore and Malacea—"1he on’ble
Moessrs. Grey, Taylor, Gordon and the Mover.

The Council adjourned till the 12th Janwwy.
WULITLEY STOKES,
«esst. Seey. to the Gootl. of India,
CALCUTTA, } Iome Dept. (Legislatice).
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