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in india It Is 2 common experience that the availabliity of
currencies of various denominations do not often match the
corresponding <emands. Thiz obviously feads ® disorder
in ths mansgement of the currency in the country. Since supply
figures are avaiisbie while those for the demand by the public
are not, no ldea about the magnitude of discrepancy between
the demand for currencles of wverlious denominations and the
supply of the same can be made. In thizs paper we have
presented some estimates of the extent of this discrepancy
by denominations at the level of banking transactions, based
on & survey conducted In the {(Greater) Caicutta Postal arez.
The survey methodology developed here Is slso expecled fo
help the currency management authorities in getting quick estimates
of such Imbalances in other reglons of the country,

1. Introduction

Discrepancy between the demand for and the availability
‘of currencies of wvarious denominations is a common experience
in India. Such discrepancies often lead to disorder in the managenent
of currency in the country. A proper currency management policy
should therefore be based on the knowledge of the extent of
@iscrepancy between the demand for currenciés of varicus
denominations by the public and the supply of the same by the
auwthorities. In this context, it may be pointed out that wvhile
demand for currencies of various denominations depends on the
size of the transaction being undertaken, and alsc on the porposes
for which the currenciea are needed, the aupply is affected by
the Reserve Bank’s policy preferences which may be scmething other
than just trying to satisfy the demand for currency of each
depomination. In fact, the production cost of currencies may be



