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GOVERNMENT OF MADRAS.

FINANCIAL DEPARTMENT.

8th March 1881, No. 390.
Paper Currency. ,

Read the following paper :— L e

No. 24. Proceedings of the Government of India in the Department of Finance and
Commerce, dated Fort William, 21st ngary 1881, No. 715.

Read the undermentioned correspondence regarding the working of the Cocanada
Circle of Issue of Paper Currency :— - i

To the Head Commissioner of Paper Currency, No. 1802, dated 18th July 1879.
38 do. do. . 52, dated 26th August 1879,

PROEEE S &

ResovrurioN.—It appears from the correspandenoe read in the preamble that the

' circulation of currency notes issued by the sub-cireles of Cocanada in the Madras Presi-
~ dency and of Nagpur and Akola in the Bombay Presidency is purely nominal, almost

'~ the whole amount being held by the Presi

or their local Branches, and

 that the public convenience does not require the maintenance of these sub-circles. The

ublic will be as well served by the notes of the. respective Presid Circles, as far
:l:s the use of currency notes as a medium of m eonoemed%e su(:-’circles

apparently serve no public purpose whatever, beyond enabling the Banks to remit
{funds from the interior to the Presidency towns at the cost of the State. On the
other hand, they practically tend to limit the general convertibility and circulation of

currency notes by the locking up of large am of silver at these centres as well

as at the Presidency offices. ,

2. Lookm%mto these circumstances, the Governor-General in Council considers
it expedient to abolish these sub-circles, and to include the Central Provinces and
Berar within the currency circle of Bombay.

3. It will generally be possible to afford facilities for the encashment of notes
for the public at the treasuries of these places so faras may be requisite to encourage
bond fide circulation. 4

4. Before making this change, however, the Governor-General in Council

| desires to learn the opinions entertained as to this matter by the Local Governments

and by the representatives of the commercial interests concerned. The Governments
of Madras and Bombay and the Chief Commissioner, Central Provinces, are, therefore,
requested to furnish early reports on the subject t;ﬁer such consultation as may be

necessary.

Orpzrep that copies of this Resolution and of ndence read in th
preamble be forwarded to the Governments of m&mﬁy and to the Chie:

issioner, Central Provinces. DR ,
Lonmmmines, ' | (Signed) ~ STEPHEN JACOB,
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Excrosvre No. 1.

From R. B. CHAPMAN, Esq., .1, Bearatary to the Government of India, Department of
Finance, to the Head Commissioner of Paper Currency, dated 18th July 1879, No. 1802.

I am directed to est that : : ; ; Lo of Ehe
Cocanada Circle of mr.fg_“ you will submit a brief special report upon the working o

The Governor-General in Couneil observes that, for many months past, the coin reserve
accumulated at Cocanada has. far exceeded the notes of the cirzle in oiro?xul:ttiom and that the
;meacgtnt of outstanding notes is never large, and often, as now for some months past, insigni-

I am to inquire—

(1) the eost of keeping up the circle, including th for bringing away the coin
which aocumtl:lagas 8181‘8 i R e gt A e
(2) what practical use is made of it by the local commercial community ; and

(3) whether, in your opinion, there is any object in maintaining the circle.

If you incline to the opinion that the eirele should be closed, the Government of India Will

consult the Local Government and the Bank of fore should, in the
first i o i duation b Madras. Your report therefore

From J. WESTLAND, Esq., Head Commissioner of the Department of Tssue, to the Secretary
to the Government of India, Department of Finance, dated 26th August 1879, No. 525.

I have the honor to acknowl the receipt of your confidential letter, No. 1802, dated 18¢h
July 1879, regarding the maintem of the M Sub-Ci ne.

2. First of all I submit the Commissioner’s report upon the subject. '

. .3 My own opinion in the matter is based more upon a knowledge of what ocours at t%:
similar circles of Nagpur and Akola, where the same features are observable as at Cocanada- rst
theaethreembvoirolastbmisugmt' ‘ in what is termed the cireulation. In the fi
case the Bank of Bengal, and in the m Bank of Bombay, are the chief custom“'é
e ing during the stock season n large part of the total circulation of sub-irele notes, a1
pouring them in during the busy season, either at the sub-circles or at the head cirole a8 4
convenient ; thus compelling the Currency D t not only to bear the cost of thm_\"m:”
tances, in one direction at least, but also to a double reserve against the notes which
out, ” thg n::{h*:d m::t 8t any moment either at the sub-cirele or at the head e

- In the third case, that of , the Bank advantage, &
I may g‘not.e the fonolwmg extraot from the C of.l{m%%w ,.:;:)nr: for 1877-18 i—
* For instance, I beliove when the Cocanads cireulation is high, that three-fourths
being, wiile bovi o 2 the Beukof Madrasfo Madrus s part o its cach belance, e ODjec
them back to Cocanada without cost, .}fﬁ! ' they be required, to enable i toCocolmndﬂ

. : s were not avai i the
giroulation would be enormously reduced, and the u:l":vuhble ‘.‘”ﬂ"’l e ould pro_tanto be

increased. Similar remarks apply, though o o o, PTOPST - ircle.

W : xtent, to the Calicut Sub-Cirele
ot mdheRie £ oy variations which will be noticed in tha. shmulation of the sub
tong:TuAn’s letter mm“h ciroulation represented in ’the statement ati® =
small, an circulation this result, m'_alisﬁoninnotou under a B&],oooj:nwry

i sixoughout the months inluded in the statement:

W i“w under a Rs. 1,000, an amount varying
never

1 t it is
oF Re. 1000 and Rs. 10,000. Of this Intter amount it @

simply received once in the course of their lives used as legal tenders

nnoghyer one. o cash at one OWWOEM, and mtomor enmt at the same OF
6. It is not possible to gy what the ex - Cocanads

. e xe : Yaai from n

o ‘:::;mlmtﬁ“wﬁ’“ vhiehjo e B sy the oD e ithin Tndia 10

actions and how much t, Possible even to say how much appertains to currency ;

each other, mdtll:lgnmf:ber Sury transactions. They aro mad ble, to fit inta

beaidutheoondiﬁunofthe’w“‘"mmdthom:’m depend
B e ol the rsorve are ‘gt
lakhs of coin at Qocanad. . i '_m
ge:csonry, an;l the Tscessity ot Mh:ﬂy:!lt this txmo,whm the scarcity of mo"“.’;dvimHO
umalate the silver regerye of readiness for the Afghan ;

i war, :
by transfers from currency in the Punjab (to be set free, as occasion :
the whole of the .m"'“"ﬁ’ Mtewhm) it w : : o take away from Cocanada
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7. The figures given by Mr. Tupp show that, on the average, from 1 to 13 lakhs of rupees
accumulate every month over and above what it is possible to remove by bills, and this apparently
is the amount of coin remittance which is thrown n%on the Currency Department by the facility
which traders have of encashing at Madras notes obtained for coin at Cocanada. I dare say
Rs. 500 a-month would cover the cost of remittances; but the cost would be greater if the amount
of silver reserve were so small that we could not afford to allow a surplus to be for a time unused,
but were obliged to follow every movement of Cocanada notes by a corresponding movement of
coin.

8. It ishardly in the actual cost of remittance that the effect of sub-circles such as Qocanada
is felt ; it is more in the locking up of a certain amount of silver. As I said above, a large
amount of notes—sometimes as much as 30 lakhs—is held ready to be presented for cash either
at Cocanada or at Madras, according to the convenience of the holder, and this creates a demand
upon the Madras reserve over and above the amount of coin received at Cocanada by issue of the
notes. I think itisa very moderate computation that, if the double liability were to cease to.
exist, 10 lakhs of silver might be invested and the silver reserve still remain as strong, with
reference to the circulation, as it is at present. The interest upon this 10 lakhs, or Rs. 45,000,
is an income which is debarred to us by the present arrangements about Cocanada.

9. Ido notsee anything in the publio convenience to justify the maintenance of this
ition of things. The public will be just as well served if Madras notes take the place of
gzﬁ;zanada ones, that is, so far as the use of currency notes as a medium of circulation is conoerned :
of course they will not have the advantage of throwing upon the Currency Department the
expense of their remittances.

10. T have confined myself to answering the questions put in your letter, becauss I perceive
that the Government intend making further inquiries; and I ought to mention that I do not
know how far Mr. Waterfield agrees with me in what I have written, except that he informed me
that his opinion was against the maintenance of Cocanada as a separate circle. There are, however,
two points on which I would suggest further information as very useful in considering the
matter, viz. :— :

(I) The proportion of issues and receipts made, both at Madras and Cocanada, to the
Bank of Madras and to other customers, distingnishing the high valyes,

(II) Whether the cash surplus at the Godévari Treuurg is such as to give to local traders

- areasonable prospect of being able to a considerable extent to obtain cash for notes,

No. 25, OrpER THEREON, 8th March 1881, No. 390.

Communicated to the Accountant-General and to the Chambers of Commerce,
Madras and Cocanada, for such remarks as they may be desirous of making. An
early answer is requested. e

(True Extract.)

B. DAVIDSON,
Clief Secretary.

To the AooountanﬂGeneral. : %
,»»  Chairman of the Chamber of Commerce, Madras.
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' Governments of Madras an g g . g
/ Provineces, are therefore requested to furnish early reports on the subject.after “: ‘l
3 ;* ; / such consultation as may be necessary. ‘
7 d” ﬂ -
-/ . al.
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o i OrpERED, that copies of this Resolution and of the correspondence

read in the preamble be forwarded to the Governments of Madras and Bombay
and to the Chief Commissioner, Central Provinces.

§ o
Asstt. Secretary to the Government of India
: N
" | 5

Gove Contstral M_K; ?ﬂ C F.—156.2 81 0

Govt, Central Press,—No. 768 C, F.—15-2-81—0,
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