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Abstract:

The fluctuations of the Indian rupee during British colonial rule posed a major economic obstacle. Dr. B. R.
Ambedkar’s publication, "The Problem of the Rupee: Its Origin and Its Solution," offered valuable perspectives on
monetary instability and suggested potential solutions. Nevertheless, India was not the only nation facing challenges
related to currency. Countries such as China, the United States, and numerous European nations also dealt with
similar difficulties, including debates over bimetallism, currency devaluation, and economic dependence. This paper
draws comparisons between India's currency challenges and those faced globally, examining historical
circumstances, policy measures, and the long-term economic consequences. Further, it analyzes the remedies
proposed by Dr. B.R. Ambedkar to achieve stability for the Indian rupee. The study's objective is to offer insights into
historical monetary challenges and their potential resolutions, with a particular emphasis on Ambedkar's
contributions to India's monetary policy. Additionally, the study evaluates the significance of these historical
monetary approaches for modern economic management.
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Introduction: This study investigates India's historical monetary

The stability of currency is essential for fostering
economic growth, facilitating trade, and ensuring
public trust. India encountered numerous currency-
related challenges during the 19th and 20th centuries,
such as inflation, fluctuations in exchange rates, and
monetary control during the colonial period.
Comparable difficulties have been noted worldwide,
making a comparative analysis valuable for
comprehending economic development and the
adaptation of policies.
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challenges, with a particular emphasis on B.R.
Ambedkar's contributions to stabilizing the Indian
rupee. The research aims to elucidate past currency
management issues and their potential resolutions,
while underscoring Ambedkar's substantial impact on
India's monetary  policy. Additionally, the
investigation draws parallels between India's
experiences and analogous global scenarios in
currency system management. The research examines
financial crises, inflation, the impact of colonialism,
and changes in economic policies in India, the United
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States, the United Kingdom, Germany, Japan, China,
and Brazil. A detailed review of existing literature
underpins the comparative study, while a mixed-
method approach is employed to thoroughly assess the
monetary issues faced by these countries.
Statement of the Problem:
The study focuses on the fluctuations of the Indian
rupee during the 19th and 20th centuries, which were
characterized by its value instability, the influence of
colonial monetary policies, and difficulties in
stabilizing the exchange rate. Comparable currency
issues were seen worldwide, as various economies
grappled with inflation, deflation, and the transition
from metallic to paper currency systems. This research
aims to evaluate the effectiveness of Ambedkar’s
proposals about global monetary strategies and their
significance in enhancing India’s financial stability.
Objective of the Study:
The present study aims to review the Comparative
Study of Indian Currency Issues and Similar Global
Challenges (19th-20th Century) & Dr. B. R.
Ambedkar’s Currency Solutions for Stabilizing the
Rupee. Within this broader framework, an effort is
taken to attain the subsequent specific objectives:
> To investigate the currency instability issues
encountered by India throughout the colonial
era.
> To compare India’s monetary challenges with
similar problems in other countries.
> To evaluate the policy measures suggested
and enacted in various countries.
> To analyze the effects of these monetary
policies on economic  stability and
development.
Scope of the Study:
The study aims to conduct a comparative examination
of the currency issues that India encountered during
the 19th and 20th centuries, with a particular emphasis
on rupee depreciation, inflation, and fluctuations in
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exchange rates, alongside similar monetary problems
in other countries. It explores global monetary
frameworks, such as the gold standard and
bimetallism, and their effects on currency stability. A
significant emphasis is placed on Dr. B. R.
Ambedkar’s economic viewpoints, particularly his
suggestions for stabilizing the rupee as discussed in
The Problem of the Rupee: Its Origin and Its Solution.
The research situates Ambedkar’s recommendations
within the context of wider global monetary strategies,
evaluating their significance and effectiveness in
mitigating economic uncertainties and promoting
financial stability.
Review of Literature:
1. Evolution of Indian Currency and Monetary
Policy (19th-20th Century)
Singh (2015) presents a detailed historical
overview of India’s monetary system, focusing on
the shift from a colonial currency framework to a
self-sustaining economy. The research investigates
the effects of the silver standard enforced by the
British and the later transition to the gold exchange
standard, accentuating the issues created by
changing exchange rates and inflation. Singh
contends that India’s reliance on external monetary
policies, especially during the British era, resulted
in financial instability, a concept that aligns with
global monetary challenges.
2. Comparative  Perspectives  on
Stabilization Efforts
Johnson (2018) explores various efforts to stabilize

Currency

currencies in emerging economies, including India,
China, and nations in Latin America. The research
highlights the historical and structural factors that
contributed to currency devaluation and economic
instability. The author makes comparisons between
India's currency challenges and those faced by
other countries, ultimately concluding that a robust
regulatory  framework and government
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involvement are crucial for preserving monetary
stability. The research offers a valuable
comparative analysis of the obstacles encountered
by India in the 19th and 20th centuries, reinforcing
the necessity for a systematic approach to monetary
reform.
3. Dr. B. R. Ambedkar’s Economic Vision for
Currency Stability
Rao (2020) examines Dr. B. R. Ambedkar’s impact
on India's economic and monetary policies,
focusing on his support for the gold standard and
monetary  policy. The research
underscores Ambedkar’s proposals in The Problem
of the Rupee: Its Origin and Its Solution (1923),
where he opposed the colonial currency framework
and suggested strategies for stabilizing the rupee.

regulated

Rao places Ambedkar’s monetary perspectives
within a larger global context, contrasting them
Discussion And Analysis:

currency
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with Keynesian economic theories and other
models for currency stabilization.
Sources of Data Collection:
This research mainly utilizes secondary sources for the
collection of data, which includes academic books,
journal articles, and scholarly papers that examine

issues in

India and global

monetary

challenges from the 19th to the 20th centuries.
Important texts regarding Dr. B. R. Ambedkar’s
economic perspectives, especially analyses of The
Problem of the Rupee: Its Origin and Its Solution,
offer valuable insights. Moreover, documents from
entities such as the Reserve Bank of India (RBI), the
International Monetary Fund (IMF), and the World
Bank, in addition to historical analyses, newspapers,
and expert commentary, enhance the understanding of
the wider economic landscape and the comparative
global issues related to currency management.

1. A Comparative Study of Indian Currency Issues and Similar Global Challenges (19th-20th Century)

Country Period Currency Causes Government Economic Impact
Issues Response
India 19th-20th Silver British colonial | Introduction of | Inflation,
Century standard, policies, global | the RBI (1935), | economic
depreciation of | depression, monetary slowdowns
the rupee, | WWI & WWII policy shifts
inflation
United States 19th-20th Gold standard | Over- Federal Economic
Century crisis, Great | speculation, Reserve recovery via the
Depression banking interventions, | New Deal
(1929) failures, and a | abandonment
stock market | of the gold
crash standard
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United Kingdom | 19th-20th Currency WWI & WWII | Bretton Woods | Slow economic
Century devaluation, financial system, IMF | recovery, inflation
post-war strains, loss of | interventions
economic crisis | colonies
Germany 1920s Hyperinflation | War Currency Stabilization  but
(Weimar reparations, reform economic
Republic) excessive (Rentenmark) | struggles
money printing
France 19th-20th Franc Wars, Currency Economic
Century devaluation, economic stabilization fluctuations
inflation mismanageme | efforts, switch
nt to Euro (later
period
China 20th Century Currency Opium  wars, | Introduction of | Economic reforms
instability, civil wars, | the  People's | and currency
wartime communist Bank of China | stabilization
inflation transition
Japan 20th Century Post-WWII Defeat in | US aid | Rapid economic
devaluation, WWII, (Marshall growth
financial crises | reconstruction | Plan), Yen
needs stabilization
policies

1. The instability of India's currency throughout

crucial role of central banking and monetary

the 19th and 20th centuries was largely
influenced by British colonial practices, the
fluctuations of the silver standard, and
international economic downturns such as the
Great Depression and the World Wars. The
decline in the value of the rupee and rising
inflation resulted in economic contractions,
emphasizing the necessity for financial reforms.
These historical difficulties highlighted the
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policy in maintaining economic stability.

The United States encountered significant
currency fluctuations during the 19th and 20th
centuries, especially throughout the Great
Depression of 1929, which was sparked by
excessive speculation, bank failures, and a
collapse in the stock market. The inflexible gold
standard  restricted  monetary  options,
exacerbating the situation. In response, the
Federal Reserve took action, leading the U.S. to
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eventually move away from the gold standard,
thereby permitting a more flexible monetary
policy. The economic reforms of the New Deal
were vital in the recovery process, highlighting
the importance of government involvement and
adaptable monetary strategies in stabilizing the
financial system during times of economic
turmoil.

3. The United Kingdom experienced considerable

currency depreciation and economic turmoil
during the 19th and 20th centuries, primarily
due to the financial burdens from the World
Wars and the decline of its colonial empire.
Recovery in the aftermath of the wars was
gradual, marked by elevated inflation and
economic uncertainty. The implementation of
the Bretton Woods system and interventions
from the IMF were intended to stabilize the
economy, yet fundamental issues continued to
exist. These occurrences underscored the
effects of global conflicts on currency stability
and the necessity for international financial
collaboration.

In the 1920s, Germany faced severe
hyperinflation caused by the overprinting of
money to fulfill war reparations mandated by
the Treaty of Versailles. This crisis resulted in
an economic breakdown and social turmoil. The
establishment of the Rentenmark played a role
in stabilizing the currency, yet economic
difficulties continued, which fueled political
instability and the proliferation of extremist
movements.

France experienced substantial currency
devaluation and inflation during the 19th and
20th centuries as a result of the financial strain
from wars and poor economic management.
Attempts to stabilize the franc involved various
monetary reforms and adjustments to policy.
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Nevertheless, economic volatility continued,
impacting growth and financial security. The
later transition to the Euro offered enhanced
monetary stability within a cohesive European
economic structure.

6. China encountered significant currency
volatility and inflation during wartime in the
20th century, resulting from the Opium Wars,
civil conflicts, and the shift to communism. The
creation of the People's Bank of China
facilitated the regulation of the monetary
system.  Subsequent economic  reforms
eventually stabilized the currency, fostering
China's long-term growth and integration into
the global economy.

7. Following World War 1l, Japan encountered
significant currency depreciation and economic
turmoil as a result of wartime devastation and a
collapse of its economy. Through U.S.
assistance via the Marshall Plan and policies
aimed at stabilizing the Yen, Japan enacted
various economic reforms. These initiatives
resulted in swift industrial expansion, elevating
Japan to the status of a leading global economic
power.

2. Comparison with other Global Monetary

Policies:

Dr. B. R. Ambedkar, in his seminal work The

Problem of the Rupee: Its Origin and Its Solution

(1923), critically analyzed the Indian currency

system and compared it with global monetary

policies, particularly those of Britain and other

Western economies. Some key comparisons he

made include:

1. Gold Standard vs. Silver Standard: Ambedkar
examined how Britain successfully maintained
economic stability by adhering to the gold
standard, while India suffered due to its reliance
on a silver-based currency, which led to severe
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depreciation of the rupee. He argued that India restructuring  India's  monetary  policy,

should transition to a gold-based currency
system to stabilize its economy.

. Bimetallism Debate: He compared India's
currency struggles with the global debate over

advocating for a more independent and stable
financial system that could protect the rupee
from international fluctuations and colonial
exploitation.

bimetallism, particularly the experiences of the
United States and European nations. While
many countries debated whether to adopt gold,

3. Dr. B. R. Ambedkar’s Currency Solutions for
Stabilizing the Rupee
1. Background of Currency Instability in India

silver, or both, Ambedkar highlighted that
India's silver standard had caused economic
instability due to the declining value of silver in
the international market.

. Colonial Monetary Exploitation: Ambedkar
analyzed how the British-controlled Indian
currency system was structured to benefit
Britain at India’s expense. He compared this
with how colonial and dependent economies
worldwide, including in Africa and Southeast
Asia, were subjected to exploitative financial
practices that drained resources from their
economies.

4. Exchange Rate Management: He studied how

countries like Britain controlled their exchange
rates to maintain economic stability, while
India’s artificially fixed exchange rate under the
gold-exchange standard created economic
distress. He proposed reforms that would ensure
better control of India's monetary system to
protect its economy.

5. State Control Over Currency: Unlike classical

economists who favored a free-market approach
to currency management, Ambedkar supported
state intervention in monetary policy, similar to
policies later adopted by several developing
nations. He argued that a government-regulated
financial system was essential to ensure long-
term currency stability and economic growth.

By drawing these comparisons, Ambedkar
provided a well-reasoned argument for
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Under British rule, India's currency system
experienced instability resulting from colonial
monetary policies, variations in silver prices,
and the shift from a bimetallic standard to a gold
exchange standard. The rupee endured
devaluation and inflation, which impacted trade
and economic stability.

2. Ambedkar’s Critique of Existing Currency

Systems

In his 1923 work, The Problem of the Rupee: Its
Origin and Its Solution, Ambedkar examined
the flaws of the currency system based on silver.
He condemned the gold exchange standard
implemented by the British government, which
tied the rupee to gold without ensuring complete
convertibility.

3. Proposal for a Gold Standard Alternative

Ambedkar supported a regulated currency
system as an alternative to the gold standard. He
suggested that the currency should be backed by
a reserve system overseen by a central authority
to maintain stability.

4. Managed Currency System: Key Features

e Currency Regulation by the State:
Ambedkar argued that the government
should regulate currency supply to prevent
inflation and deflation.

e Gold Reserve Maintenance: He
recommended keeping adequate gold
reserves but was against enforcing a strict

28| Page



Journal

&7 EIIR)

Volume-XIV, Special Issues -I

OPEN aACC ESS

gold standard, considering it unfeasible for
India.

e Paper Currency Backed by Sound
Reserves: He stressed that the issuance of
currency should depend on economic
circumstances instead of being tied to fixed
gold reserves.

5. Influence on Indian Monetary Policy
Ambedkar’s suggestions played a key role in
the establishment of the Reserve Bank of India
(RBI) in 1935. The RBI implemented a
managed currency system, which was by
Ambedkar’s idea of achieving economic
stability through government-regulated
monetary policies.

Suggestions & Recommendations:

Modern economies, particularly emerging nations like

India, should adopt Dr. B. R. Ambedkar’s managed

currency system for financial stability and resilience.

By ensuring government and central bank control over

money supply, countries can better handle inflation,

economic  downturns, and global financial
fluctuations. This approach provides flexibility in
regulating interest rates, exchange rates and liquidity.

It also protects against external economic shocks and

currency speculation. The recommendations below

were adopted by the policymakers, leading to fostering
sustainable growth and a robust monetary system.

1. Central Bank Control Over Money Supply and
Inflation: Modern economies rely on central banks
like the RBI, U.S. Federal Reserve, and European
Central Bank to regulate money supply, control
inflation, and support growth. Following
Ambedkar’s ideas, they adjust interest rates and
manage foreign reserves instead of relying on gold
reserves. For instance, the RBI raises rates to curb
inflation and lowers them during downturns to
boost spending and investment.
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2. Financial Sovereignty and Protection from
External Shocks: Ambedkar advocated for
financial independence, emphasizing national
control over currency without reliance on external
forces. This is crucial for developing nations to
reduce dependence on foreign currencies and
adopt independent monetary policies. Countries
with floating exchange rates, like India, can better
respond to global economic changes, as seen
during the 2008 financial crisis when strong
central bank actions helped mitigate economic
shocks.

3. Stability in Trade and Foreign Exchange
Management: Ambedkar’s managed currency
system ensures stable currency value, supporting
international trade and investment. Today, central
banks regulate exchange rates by managing foreign
reserves. India, for example, stabilizes the rupee by
buying or selling foreign currencies to maintain
economic stability and trade competitiveness

4. Adaptability to Economic Growth and
Technological Advancements: A  managed
currency system, unlike the fixed gold standard,
provides flexibility for economic growth by
allowing controlled money supply expansion. In
the digital era, governments regulate digital
transactions, cryptocurrencies, and FinTech to
ensure financial security. The rise of Central Bank
Digital Currencies (CBDCs), like India’s Digital
Rupee, aligns with Ambedkar’s vision of a
regulated yet adaptable monetary framework.

Conclusion:

The issues related to Indian currency during the 19th

and 20th centuries reflected broader global monetary

difficulties, such as inflation, fluctuations in exchange
rates, and the impacts of colonial economic practices.

Different countries faced challenges with the gold

standard, bimetallism, and shifts to fiat currency, all of

which affected India's financial stability. Dr. B. R.
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Ambedkar proposed thoughtful solutions, especially
his support for the gold standard and a government-
directed monetary policy, which sought to stabilize the
rupee and promote economic resilience. His
suggestions, which highlighted the importance of
price stability and monetary autonomy, are still
significant today for understanding and tackling
contemporary financial issues in developing nations.
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