


THE ANTIQUES DRAIN

- Countries deprived of
priceless cultural trea-
sures now seek their
return to the homeland

Down the centuries count-
less works of art and artifacts
of all kinds have heen carried
away from their homeland.
The flow of such priceless
property has almost always
been In one direction only,
from the poor to the rich
countries. A number of coun-
tries with outstanding artistic
gifts have been deprived in
this way of their entire cul-
tural heritage. The richer
their fraditions the more their
artifacts have tended to flow
abroad. This explains why
many countries are now feel-
ing frustration and resent-
ment — and are demanding
the restitution of their works
of art. As UNESCO’s Direc-
tor General has pointed out
in a recent appeal (see page
17) art is for the whole world.
but people who have been de-
prived of their cultural herl-
tage have the right to demand
the return of the objects that
best represent their eculture.
Already some of these items
(as illustrated on this page:
have made the long voyage
home. More often, however,
it has been found that when
one country approached

: . another with a formal request

----------- for-the restitution of a work

of art taken away in unhappy

circumstances the other counh-

try would listen politely and

then regret that it is not in a
position to take any action.

This chalg figure from New

ireland in the Bismarck Archi-
pelago (Pacific Ocean) is one of
a number of items returned in
1977 to the Papua New Guinea
National Museum by the Austra-
lian Museum, Sydney. It was
originally acquired by the Aus-
tralian Museum by purchase.

Already  some
items have made
the long voyage
home, like this 13th
century statute of
the Buddhist god-
dess Prajnaparamita
from HEast Java
which was returned,
in April 1978, to the
Museurmn Pusat, in
Jakarta, Indonesia,
by the Rijksmuseum
voor Voikenkunde,
Leyden, the Nether-
lands.
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The Hungarian coronation re-
galia have returned home once
more. The crown was given
to St Stephen the first
King of Hungary, in the year
1001 by Pope Sylvester II; the
sceptre and the orb date from the
12th and 14th centuries respec-
tively. Several times lost and
even stolen during the centuries,
these precious objects were stored
at Fort Knox, Kentucky, after
the Second World War. Follow-
ing an agreement between the
United States and Hungarian
Governments the regalia were re-
turned to Budapest early in 1978.

This pre-Columbian ceramic,™,
produced sometime between 800
and 1200 A.D., was discovered in
5 tomb at Sitio Conte in Cocle
province, northern Panama. The
Peabody Museum at Harvard
University (US.A.), has retumed.|
it to Panamsa under a ten-yeal
renewabls loan.

Detail from a stele dating from
the late classical period (600-900
AD) of DMayan culture, This
stele, which stands 240 cm high,
was originally discovered at the
ancient ruins of Piedras Negras,
in north-western Guatemala. The
stele, which was acquired by a
United States Museum, wais re-
turned to the Government of
Gpatemala in 1870,
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VL PVEISES - - corded the highest increases were
MASOR  DE M{‘{OﬁMf‘N’Tthose of imported goods and in-

? termediates (which also have a
PROJECTS OF \ ,i?/ LANFDiEh import content).
No estimates are available on
the growth of overall production in
this half year, but the official es-
timates preoject a growth rate of
about 5.7 percent in the GNP for
the year as a whole. If realized,
this would be the highest annual
growth recorded for the last decade.
; 5 The estimated population in mid-
5-; 1978  was about 14.2 million sig-
' nifying an increase of about 1.7
percent over the level a year ago.

In contrast to 1977 when over
half the increase in the GNP came
from the agricultural sector, the
manufacturing, construction and
service sectors are expected to be
the major contributors to the in-
crease in the GNP this year. While
the output of the agricultural sector
is expected to increase by 5.7 per
cent in 1978 as against 7.2 per cent
in 1977, the corresponding increase
in the manufacturing sector is ex-
pected to be 5.6 per cent in 1978
agailnst an inerease of only 1.1 per
cent in 1977. The output of the
construction sector is estimated to
inerease by 9.5 per cent in 1978, the
trade and transport sectors by 5 per
cent and the banking and finance
sector by 21 per cent.

According to the provisional in-
dex  of agricultural production
omputed by the Economic Re-
ew the overall production of
ncipal agricultural crops (tea,
bber, coconut, and paddy) re-
tered an increase of 7 percent
the first half of last year,
Q: a 20 percent inecrease over the
wverage level of 1975-76. This in-
tease was largely a result of the
tantial 1Increase recorded in
: production, the Maha
'vest having reached a record
éll varibusly estimated at 59

ued increase in paddy pro-
on since 1977 was a signifi-
event carrying important
consequences. For the
time it enabled the realisa-
of a substantial saving in the
ountry’s rice impert bill and
moreover, it also served to raise
srural incomes in the paddy grow-
ing rural sector, thereby expand-

economy ing the rural markets for what had
celve a W ] been mainly urban consume:r goods.
goods, restl was In the plantation sector only

vate sector

a rubber production registered a
been- remo

rate of sizeable increase. Coconut pro-

the form of % down i1 duction, though showing an im-
fered to attra ; of  provement over the 1977 slump, con-
investment The prlces that re- tinued to remain below the past

Lgawar, HAT Tk Fran Ropsror
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postion at the eod of 1YY there
Was Ah ImPvvrment of neaxly 10
pefrent by the ¢ng of March, which
cdropped Loophont § pereenl Ly sod
Tune The excermal assais in June
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eate changes during che trat hsid
nt 1070 peveals that  whils  the
Enppo-T15 Tkllur - patity raze has
chanaed only mesginelly, thoere hiag
oecuIred 4 signiticant deprechuhlon
al Lhe Tapes In melation fo the
Tepunesr Ten awl a madest  da-
bcelation . apaibss the ZEFHIET
Tinrk, Thre cxbacih nf Ll deprecla-
Hon of the Baeor aralost e Teu
hss Been mencly 10 permont pnd
against the (terman dark shous 6
percesh whlle againat  the dollar
Feoe depiseiniinon has Geeon legs than
1 poreent, Thas, the glecmy nf the
cperation of tho new agstem of -
fhianee rate delapmination i sha
fizat D&l of thizs Fear has Been
Live malntenange ol a highiy stable
Felinlicusfly saitly ifhe TS Dollas
oo e vatiable  Palplionshngn. will
tha Yan gnd Mark in partlealnr,
It mzF be noked It psssing thal
Lliiys pheervesd sLaldlily of Che Dollar.
Reap=r ralis hoas cociided doring a
porled  when Lhe selag of fhe Tial-
lar hsa pontiououaly dechned, par-
floolarlyr asainst the Yon and the
Wfark, In =o0ld poones warkets, It
wa s enlld  assuibe chal changes In
Ehe pxeabintioes wates Barwr Tevenr @l
appnesd by the Conbeal  Henk oo
tho hues of the supply and damend
for forclen currerncies 1o ihe loeal
roarket, then 1o comld be eabd chat
the deprecloblon of  the Dupes
uainet the Ten essenblially befleck.
el = ogilanglon where the desnend
Ty Yren ponddnucusly - ogbslipped
tha supply of Yon  imeaning  thak
Loparta irom Jssan - mwere  taklne
plape  fa® In pioszs ol che pRpo¥c:z
I sapand witlle siabillty of s d:l
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ghanee Tabes thet existed I Juns
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e set M duelng oy wileny oob-
tinued ko Jeoe meinly doe e 4
dron in the country's exferial aa-
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The neresds i the money
sapnly IJ'I:I.'[':L'I:IE' the sk &1% montlis
0l 1978 w88 Lareely . result nf o (wd
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“he Babnxing syeiean wod {8 ILEL
embalalnn of comenereiv] bhanl gro-
dit to che povaba aéctoX, public cob-
POIatlons and co-operabives, T
higy Jevel ol Bawk ceedil Lo Onpnmae
GI'S putchasss wus Wn o imporiank
fucker 3n the gmmomrereial bank cro-
dlt expanslen. Wikho a view ba Ied-
frecnng che expanalon in  mdsey

porcent aralnat Llw Foer, 40 pareent
agalnst e Mork, snd 54 o BT
Percenti wrninst the Pound Alerling,
U2 Dhllar snd che  Incdinn Hupee.
ITagerpr, whes: measored apainst
the FEEC-Inelisive cxchange ratex
o Iwae I0TT Owhilgh wers 1he ef-
Lzetive Fales fur most Cobelyn teads
irEmnecbinnsr, fhe el Janp 1973
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et Tl deprepiation, . nmmaly 45
percont adaluet thy Yoo, 32 pereens
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LS Tinlipr, 'The depreclasion of the
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termadional  monetziy o undt, the
vaine of which In Inkesd to 0 Dbaskek
o7 key cuerebelagy O dorini b
giepr pnded Do 1073 wue neacly 2
poreent Gusing the oftielal  rate
of the Eapes & wasr agol and: 2

parcent (using whs FEEC-inclu-
Ziva TELa).
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The mpnsF  SLpply. © waYrowly
dafired to ineluds only  currency
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reprcesiihE an Incregge of B3 Der-
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{denvted ber W0, sbond akop Jowel
of BIo 18080 ‘millzn ot the exd
ot dane 1998, The level ot  this
oroad conorpt  of  TASDeY  SUDRLY
l:_'!l.'Er.'I Wi thug 131 percenl NIgher
ITorny et o A fnacenw  coucepts
MourpoveE dublog whg At half of
198, M, Inerenscd at s faster onse

(57 14 percomt’ than the increasc
rponrded In M, Leitleh war 9.3
Triroebit) Tl peewact - Ioe o the
highcr eobe of T, cxppnsion  wus
ho pomelnucd . Increass  in - the
SENE: and time depodiis whleh

eeordcd an Incress= al 18 percsat
durlpr the Grel hall of 19768,
Top-1kels level ol cavingd wnn
lime deposite (st B3 7,118 mdlllon
oG ithe ond  Jaus 1978]  wan oAl
Irnportartl.  Bsures  of Gy
Houidiuy "I Lhe o seomomys Hlgh
ieileres!l reies ponbinasd B3 oaticsct
fpngs me the  cavines and olice
dopoylis af the comarerelz] Lieirks
nnd che Matloopal  Savings Hosk,
ang che lnereasa oo this Flogr ool
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sevipes  im Lie dirsl, kalf ol 1978
smaanled b Re 100 millloos

The Ceatral Bank rale on
welvanssas oto Jommercisl  DROKS
(Buk Rate)] contixved wiachanEed
at 10 prrernd slnre Augoxl 1077
The maiket rate tor Tressury Bills
eontinned &1 B opermcenc slnce Kov-
arptrer- 1877, Tope collbiercidl  Dank
Tesiiog fales valiped JEOoa 4 painl-
migm ot 13 perecnk to  mixlmuaen
ol 30 poreenb, The bnnks and prl-
vate finanee  copipanies eontinued
e nMer-Digh Fuies (OF gavines and
tima <deposils. The  Hationnd Hiws:
ings Bank offercd 84 peroenc for
gavines depasite and 12 to 14 per-
cent Inr Iized d=2poslos  rabsing
Feorm @ memathe o 18 meeoths.

Thy fizeacin] eprrsilong of the
Goyvoonment srelor ware B EIgRIf-
23t factor 1n chat they lhelped 1o
paerh 4 ennbizetloosry infloenses an
Lk miney sepply Rarcther, masl
of the furiprs that cansed the money
=NTply to 1ncrense durins the OGPt
Hall ol 1575 ore experied [y eXert
it mnegative Influenses  duetlne  ibke
teefirnel hooll TR, e Cenbrnl Boanlk
hus eatimaled that fhe money ‘sup-
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Im 1978 and 3 opercess i 1097
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ppen omarket priee of  ree in the
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B'obTuaTy thia reAr, when the Tlce
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feom  Isaoilles siining B, 30 of
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mained aonslend, sad the too groups
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Erpe.
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b Llhie: Cebfllral Bank.  IIuweTer,
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tinn o the chaln of sales of the
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appasdaching  Lhelr rew cqutliboum
lewils.

Thorn w0 specpiption, however
liint cthe ‘pressure on pricea wouald
epmlinug [oF sobeetioe I vigw of
the cxeessive munelary cxpunsion of
Lhe pugs twa and s half yeers, kinoe
BLOTIE LT @XDENEI0N reachs on ],'.|]':-['-33
witly a Mme lag: and the need for
momabaly rept2odionl wold persist for
Szmae time bofore prossace omopriges
cold be relievad.

Hemnnins. from around late
1009, itherc waias o speclioular  2lEe
in uzhan lanpd snd propeIiy vadues,
particulaely -l and aoonnd ol
peEkao, LIy sopye Rarks ol Colanibe,
Lbin cpxtenl ol e Biekaase Lo Jand
wiliaes Ined beaonn ok Doadbe as 1010-
- nErenGh, Whilc s gand Rarct
ol tho explanabon of thess  pries
trends bas to be zoaxht Ln the ao-
Llallies [ Feal aghole AlECLALEDTE,
fhr laliationary rsods, - higlh lo-
torest rales o wemd liepeidily iz el
vate hands, and Ehe imeceased buosi-
nezs aelwlgr an the priveks sockar
Fare Iarkber factors thas contriba-
tad to tids land price inflaclsn.

The swieme Dierease of By i
Cmaximam? gramted i Lesicm-
her 1907 ralsed the Dlimionum woame
tala Iedex of Centri! Geyernmens
rablifess Ly 19 Bedeenl, aod Thosse
npf woveromenn . gchaol tepehoers by
1145 perecnt ged bhe workers ot
Wages Bosrda ‘Trafdes by nesriy 11
pelreell Lo the opext gix anomiis,
While Al wipse rtey of oll g
EERIERILh dindlarare . pemstinegd oen
gtant ihose of Lhe Wages Boards
Tradea recorded an Increass nf 0
pargpnk I0 ¢old Ve ussscocd L
Lo dficteass ine Wi Lving costx thas
falloyred wens to offset oo sahakban-
sial porlion of thess wage increa-

g6, ‘I'he eraslon. al  the real
wages led 1o a dEmand by R HA B
teads vnloms Ior  hilslec T R

anf the mvernmens was cxpecked o
mnkg wdjsbments In wages  2id
malarirs in kEeeping with che Hwing
e In the 1979 Dudeel Lo ba §x-
tenducad In mid-WNovembeor
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T nnens=t ol wheinployed p=ar
sy ok WP god ond LOTT bns  Gaoen
crbimacbad L b oeeer opne milTHow o
Over 2 porcont of the lapZul 1arec
i e canniri I wiew of thiz
Ligs rate of ooemunlndcoent. 11ae
givrrrrioeh choes . wsblne o irh
ooty to new cmploFment  Fone-
ration,  In the medium =nd LodE-
Terin, the povarnmaent sxpecls L
whmorl e woioplaved IELLE XL
Tar the Jngileaeszcbabive af  msne
gevclopment projecls mach as  the
arnelarated Muhavell  Develop-
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ment Hehorne,  Grenzelr  Colambs
Development Hctieme wnd the  Ins
vprzmienl Tromotlon Homne.
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The Plunder of National Treasures
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A Plea for the Return
ef an lrreplaceable
Cultural Haritage to

these who created it
An appeal by UNESCO% Director-General

G g (e sl aoble fecorfediin 0f g poaples
TgEndud da 2 ocuiiwrod mesitepe. DadiE owp o ooter (Re
cendidrive Dy (e porf o ibe erchillects. acuiadoey,
rodrlory, ragreuery, malddwdihs eael ol Lhe crmators of
Toimy, wae e cosdriced (o pipe tenpitde mrivcssdon
to tho menp-gided Deawly woad anigiensss of Ehol
PeTedily.

Thedt ol &oke, elomindcg bodl the - prinsdals wh-
thntlying fhem el el IhElr parkics  @ATELTR.

Yafy 8 why on boholl of the Unlled Shplioms
Eapcatoinl, Selendine  gad Cudtured Ovpeafzedian
pofedeeln Fordg omumonreden e A 2ol (R gopeall

T osalemaly  oril - apwe fRe poorrrmenls st the
thpmstsntion’s Member Sleles &0 corclads  blsglered
GpEE BienEa far the returs of  cieilweed - property Lo
Efed codndeied frate aplick 50 Ras heew Inkan: oo gia-
mun e Ingr-dorm Dnoied, r.EEp-:hl!H. Briins rnld rindtlipey
Ealipep dnetiteapnys mamperned In circder Do e rogs
A jodrae daternationm exohenge of catiural promerin
aned, O ey fupe nnl oiFEaTy doae B, Ta raliry s
eperssln aaforee feo Conpendion ey D @fes-
g miediny to prepead it treding dno arilstic gpod
ot s logdnal G-H;I'E'I:'Tﬁ-

I oo o on ol ERede MoeRlap Jfor e daforaiation
wmeddn — tawrepliviy g presy man cridin, aroRiErE
anes guihore of ftedetdalon praprommon gng fmime —
oo ariike w0rldaetde o sofoidy gad bielenae sndvemient

T

The tioizssiindes of  Ristzry  Rove  aeperilieless of pubiiy opdnien  an D! rediect for dlarky oF oek
ribfienl meary raeeley af oo owrieeTesy anskoSn of LRy JEQIE. ACfRareusl Terersmes o fhedr refurn Qo o T
foaribare Mo owlRdoly Mliede spauring idenlidn Seds FeoymmeesTegveel.

il eaninriiTasat, T ocwll ne andneal o progtdoglions and Spegiclioed

Architeciaral feoturea, etalne: and jeleses, sons-  Gdmicigiions in ol coediseily G0 Belm Tormalote anid
Wi, MNRIGE, TR cnamEls masky aed obdeels  FEmcis o slricler cofp of ethlos i eogard fo he
of fmds, iptry oed elipsey pdd — dn feof eponpthing coguieiitos ghd  pomgeriolion: of enlurgi  preperiy,
bt e Beon o Eoren TR, Tron; 'i':"!-n'.i:li'-!-l-'?:'I-E:ﬁ:-!-g o dvird b eimddthee {0 The paaual revdsdon oF fodas
hendieraiis — ieere faore dhan desorodiona ar Grsd- OF  preafessiveaed prmdice e Ilids coneezlod, o tlie
Mgntalion,  They Dore Witmesy fpog Misdoyn, fee s of the dpiigtve Takew by G Tedereationol
Tistory of o caMurs @nd of 4 wallon whoas sadedt they  Coliicfl oF Museiiny,
derpetiated. and Penend. I ool 4 UpHiergitles, Nbravics FUDNc mRd -

Yhe Doepics R0 1oeTe letime of this piuwder, DR ﬁ'i fr"""“'rf"urr“"'r' "}"‘"Sﬁm AR Sasin ﬁ“;f i
areretimees for handredy of poand; Aeoe not cily Doen h__ﬂ._!'::d [Fﬂi“::jm-:iiﬂ}m' '?uilThfﬂ'TfrtfmﬁaTﬁﬁﬂz 1:__..;.5;;‘
dowpoiiod . of {rremooeabie  moslerpiecds  Dut  alo J.;._rl:.rfmf u;q.fr :;u'i-h.nfﬂﬂwﬂwu"i s 1._1,4;'..:-,-'1»..;--.533 i
t;-:-n.:.:lalr_tr ul.':l; o :lJI!iEm:rti.:mci'E. J'Eu:urrl I-ztl:n.-si'n:i!r.v.t-.- BaLE e "1!-1:'::’ 3 : i
bl (R Ao preelor Self-koneoiididn ! s bl M 4 1 1
csr-;miu-’y Rpnp e?rfsbia:ﬂ. u!-‘fura taruﬁ:'e*&ciu z?ﬂﬁ ! HARL PR i j':lmr-cmng el
e : : : Ainitr atl-,-mf_t.-i- it pecofdy b pert wih ar jEnat o
L .-.I e s : 5 and. rednrr 0 I s codivedrg oof S s £k TRe

Ty, welirddiled  spemabsiion foenen by IR yomses aphl ned orow up witkoad exer Mepieng bl
aalpeg pretadliag fa Tl 0t almeel. i i tﬂ'ﬂ_ﬁi’!.‘l’l’"‘.& cidnas o fes, ol cloge ml'g;rﬂg_rﬁ'r o aEE ar art oAy o
ENE LEmadeerd . B erplolt Berl ifnaniece ardg e el tmanfer dfdve of Teodddorart Jesnisnad T T e
Qi AveRoge 0 iy orenlienen Leey fned o dirden, L L
Lt Aneeriy, Aade, Oreonie ond opes o Easape, I oeall oo the oulhara of &eb bedks and on arl
morern plroker with snbylambial  wegoarces  waing prirdg G0 wrociedne e touck d 60ork af ord gofia in
bleln b I.‘-E:.’i._:liil;'i.!é‘-_? 3!'-' Erliiary LRei prom, . ppel gied bogefy ard feadh far e wrciaftlofed gnd v The
cob geelaetdogieal wiven eimist hefore HAe soReIME epfoipr, wwhen vicioed I ik nalurad ond sovigd seifing
Enr eRranatee Heme In aphidef i food sl

The angw d IATEN OF THEDS erliinlHes Roalp IMs I orall ne those vPeiietsibie far presedoisy  ond
HEAT g orarales e cnMural usEsty niRich: gy part rewtioring rks of et do _f'.'.l.r.ﬂﬂﬂfﬂ. Yoy (Renr pioine
O3 LNEdE TR and potiony, the refuem af el worta b the couninlas

Thiar Moz g apmeds ko hene boapn degddied Whigte they were credated wod oo seen Aol fHnaci-
af fhale puitergy herllaoe Ehererore 330 Jor (e rednrn MARIT and TrsenITHTCn TOE el iy nf prehseninr
of Eb PENET e omed Preasures  wRinn Beed  sepesond png #Maplardng teem eRoee ey Repe doci o rediirned
PRetir weilture, wiihe iy feel mare (g most wilad g 1o thely I‘.‘.-E.‘i‘:'-B_Iil_I.'!-:'l'.

Liidr Apsemees pwesey fRemp bhe proglest gipaiaf. Fogii o istardand Ehol SEicarors o Rei allesy

Tl i g Iegithwecllo elodne; gnd UWESCO, Gioss Er understond The ofictim 4 notion adn suffer atl
cangfintlon moser 4 rezzonsbic fof e peetdrmed CRecr apfotioe of Che works i0 lepe eeepded The
Hos et prodection of e wnireraol MEdfipe of worws  Peirer af ghe el gocompd da g sienioml of berhacin
A el gl muinnmeeriz oof Chéwaric op sclenfiie dn- Hoead ond & aodrce of reaeniliend pid dlacsidl wehdioh
dorosd, da golivoiy eReonmelng ol thal Hesls b e Ermauniens Ao stabiickieenl of foslinn pecce ard
done tr et {5 hWernrong helicaes nollons,

Thee Futare 0f oplipral waacts Ao dhelr cpuhitvies Fliadiy, I ooppeat wlin gpecial elevatby and hohe
nf oampin peanorlickoss continyss to  Dadg plrdiciiioad o ekt (hesseluey vnd o werilers, Boeis gl sfn-
probieime o cannal by galied SMREI T weguilials pherk making dfhewr Lo feslvy Chel nedioes af roend 2
oo grectenis and sdemcfoncany aedy, I fRoreimee Lo miige g ogn o dmepinglivg denel,

FEciilerl mepnssery ta o gprmioch theag prodlelia e dmzdon - Mphtir BB
Feokomic - HEaxvirw, Joorsausess 197H 1T

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org



palm leaf books being sold whole,
poges are cut into small strips and
sold to tourists as souvenirs  for
out Re. /- per smail strip.

pilgrima.ge ahticues are openly sold
for-eig.n currency by these ven-

and there 1s a  considerable
puﬁt it thig business. A Jformer
{ieneral Manager of the Anuradha-
Dirs
cd Anuradnaspura o few weeks ago
er an gbsence of nea.‘l_,r five

::z.

s found that there has been a
sharp rise oo the h.,ync’.a:ds of
living of thesg® wendors — ariging

from this trade.

The sala of antigues also  gos
oy either difesily or indirectly &t
almost sll the leading hotsls  in
the country. Thus the foyer of ithe
Inter Continental Hotel has a
very prominent display and agver-
tizement for a well kuowny antigua
danler in Colombo. Similarly there

T

are andicue boutigues at many oi

the leading hotels In Anuradha-
pura, Colombo, Bentota an
combo. In the yare event of
wes  nob o belug sold in the
miges -itself, “there are ofter
5 - adjoining thé hotels (and
ch form part of the hotel com=

anti-
hatel

i the antigus shops in
mree" and Gusen Sireet
ok a;x bo Fort area =pe-
exehie

cigl iyely in
snie -af amiques fo tourists,

Men in robes whom he would

hesitate to call bhikkhus were be-
hind some of the antigue rackets
diseoyered recently, the  Ssersfary
to. the Ministry of Culfural Afiairs
told & press conference recently. He
szid that stringent measures would
be adopted to arrest the outilow of
entictes from &ri Lanka,

A few months ago the Fo
in Anuradhapurs arrested a dealer

on msuapleion of possessing  sfolen
antigues. Inauiries, however, re-
vazaled that the anbigues were sold
to this dealer by the Chief -Priast
of a not so remote temule. There
tg aleo evidence to indleate  that

touriste sre made offers of antl-
gusg even irom well known femples,
a5 well a5 from rauseums. 2y

Apart Irom =ales fo
who - come 10 ihe counity for o
few wesks, there is & much - more

vatematie =ale to foreign experts.
{L;,lomats and the like who  are
bere for a longer stay.

18

Preservation Board who visit-

Me~

iex) which spe.cisdise In this trade.
Iv"a

the

alice

‘tourists

COMMODITIES

; | BPECTS
At these tra,dmonml centres. of

Bownward tremd

The downward trend in spice
exports expericneced during the
first gquerter of 1878  continued
into the sscond  gquarter of the
vesy with - einnamwon and cloves
‘belng  most  affected. Exports of
these = two . commaodities  further
dwindled by 10 nercent and 72 per-
cent respectively In comparison to

January to Jupe thls year, Pepper

gxports during the first half of 1878
amounted “to 677 metiric tons.
This is a significant  achievement
compared with the same perlod in
1677, when  Dpeppsr ezpeoits  were
negligible. An lmprovement in the
loeal penper eropn together with an
increazaed avsilability of red chil-

CHes {for which wepper iz a subsii-
Lute) :

thus  rsducing local con-

tha same period in 1577, Carda- sam}‘stmn of pepner 0 o minimum
inoms, nutmez  and mace how-  were two factsr‘s ‘rasnonsgidle  for
| ever parformed better. Total spice favourable 1 'ﬂf‘rc&w loves
exports during April — June 1878 =2 cinnmon on the ofher hand
declined by 25 percent over the Yregistered ueulums of 52 percent
sare period last year. and 28 percent in guantities ex-
TAB E 1 EXPORTE OF SPICES JANUADV — JFUNE 137
Arril—June Apnil——Tuns | % oTer: J’m —Jlme dan —~fune ':f{; ovei
1977 1973 b1 1877 o% i)
e neeirie fons wetric Long melrle toms  metric tons e
Cinnamon. - 4
(@uills &5 Chips) 1837.10 75345 — 29,00 2718.83  2020.69 — 2370
Cardamenis 1530 . 3054 <+ 10000 50.20 61.08 + 2000
Pepper . — 18291 — = G77.09 : —
Cloves 330.50 01.64 — 7230 70760 23018 — 58,63
Nutmeg &  Mace  10.20 152,91 +1500.00 T6.40 213.81 + 12000
1593.50  1201.45 — 2450 3553.50 - 326355 — . 830

The hsalf yearly performance
for all spices, however. regisiered
& smaller docline of ounly 8 pereent

Cgwer- 1977 - fgures. An imyroved
nerformance of autmes and mace
and eardamoms  resuited . Ino an

increase i the export volume of
1hese o mmm' i by 108 percent
and 20 percent respectlvely during
TABLE NI

Bource: CQustoms Returns end Cenirgl Bank Monikly Bulletin

year comparad o
977, A poor -cron
ol - eloves icated by the comi-
nleta  ansence of this coramodiby
&t the Colombg Produce Aunchlons
( sept Ior smadl o gusntities on
& -e ccwsi'm-) Was mainly res-
agy performnance
‘Wnuw’red rn msm’a back cover)‘

rorted o this
:Ir.nuary— d une

BPICE EXPORT EADNINGE JANUARY — .5«5]1‘&5‘. 1979 —157

nrged in Juns 1975 0 when  we
staled “elearly a very broad policy
on antigues must be evolved, This
shotld include not only new legis-
Iation and tighter methods of con-
trol but also a complete re-sporai-
szl of what is hilstorically valuabkle.
'The development of popular aware-
ness through education and . pro-
paganda and ths esiablishment of

Digitized by Noolaham Foundation.
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~of. deglers,

" duction of antigues for sale

Jon—-Funa  Jan~-JFune nyer & AT ——f 2T uan.u-.-hm(: "*r gy
¥ 78 1957 1957 1578 1877
Rs. million Es,willion mill, 85I millien

: SDRs ?
Cinnsmon 3180 BG.10 <= 8900 .61 il — 11.80
Cardamonms .80 17.80 + 118,00 0.87 0,28 4 2,80

Penper — 20,10 = — 145 : =
Cloves g - 21.60 — 21.80% 3:02 1.13 DT
Mubmeg & Riace 1.20 5.50 4+ 358.20 .13 (.20 B '_16.5'1_?
79,30 1230 ¥ 7050 0 b.04 6.6 ~ 719.60

Eource: Cusfoms Relurns and Ceniral Bunk Monthiy Bullelin

. Tt iy worth repeating, in the lgcal  antiguiiles  registers are
present conftext what the Replew  vitally necessary. The regigbration

the encouragement  of
gneal eollecilons and the forma-
tion of small provincial @usenms
should be combined with a rene-
wal of erafi skills and the repro-
ang
export. Incidenially, much of thls
ia already heing done, It only needs
systematisation and encourage-
ment”, o
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TABLE 2. Global sirmcture of current account balances
(billions of U.S. §)
1967-72 _
Av. 1970 1971 1972 1973 197 1975 1976
Industrial -
countries 02 107 134 0.4 111 113 186 -14
Major oil _
exporters 0.7 0.3 21 17 62 674 347 41D
Other nonoil-
producing :
countries 58 88 110 8.9 96 438 -53.0 410

Source : Annugl RepOrts, International Monetary Fund.

faces a sharp decline in export
earnings or an Increase in import
prices, then the debt problems
could become very acute beecause
of higher borrowings needed to
maintain import levels, if the ad-
ditional resources have not been
chiained on concessionary terms.

The benefit of a loan to a

recipient is often measured by the
grant element of the loan, which
is the difference between 1ts face
value and the present value of the
gmortization and interest payments
diseounted by an appropriate rate
of interest. This should normally
he the rate at which capital
could be borrowed by developing
countries in international capital
markets. BExcept to the high in-
come developing couniries, fthis
rate of interest is often an aca-
demic concept, as they have no
- aceess to these markets, As g
working rule, therefore, the grant
element is estimated by discount-
ing the repayment stream by 10
percent. For example loans  that
are extended by the Internationsal
Development  Association (IDA),
which are interest free and repay-
able In 50 wyears including the
grace peried of 10 wears, have =a
grant element of 9C per cent com-
pared to 100 per cent for outright
grants.

Recognizing the nead for inter-
nationsl action on the debt prob-
lem of developlng countries, the
DAC gdopted a recommendation on
finanecial ferms in 1972 for Officlal
Development Assistance (ODAY*, To
fulfill these conditions, each mem-
ber eountry was expected to reach
and maintain an  average . grant
element for their CDA  commit-

*0ODA s defined as resource trans-
fers to develgning countries and multi-
lateral institulions provided by ofiicial
agencies with the main objective of pro-
moting the economic development and
welfare of developing countries; it is
concessional . in- character -and has a
grant element of at least 25 percent.

20

ments of at least 84 per cent.
However, countries whose ODA
gommitments as a percentage of
Giross National Product were well
teloew the DAC average would not
be considered ag having met the
target for financial terms. Further,
in recognition of the problems of
the least developed countries, it
was agreed that ODA to these
countries should preferably be in
the form of grants and that the
average grant element of all com-
mitments from a given donor
should either be at least - 86 per-
cent for each least developed
country over a 3 year period or
at least 90 percent annually for
the least developed countries as
a groun. : -

Froblemm Worsens for
Developing Countries

Since the adoption of this
resolution on finanecial terms in
1972, congsiderzable  progress  has

been made in softening the terms
of ODA, In 1375, the overall grant
clement of all ODA was 88 per-
cent, much above the target of
84 percent. There is ne question
that positive stens have been taken

by individual countries to meet
this target, but the overall debt
problems of developing  countries

have worsened by the greater in-
crease In export eredits and bank
lending sinece 1972, Thes Increasing
finaneial requirements ¢f non oil
producing countries, which were
brought about by hilgher «il pri-
ces, shortislis in food proeduction,
and higher import prices i gene-

ral, are illustrated 1In Table 2.
which presented the global strue-
ture of current account bhalen-
Cces. :

In contrast to the softening
terms of ODA, the terms of the
total flow of resources have hard-
ened in the 19708 due to the dec-

lning share of ODA and the
growth of  Euro-currency lending
of surpluses generated by 0il-

exporting countries, the terms of
which have hsardened. If one
examines the non oil-producing
countries, it iz seen (Table 3
that the total debt outstand-
ing inereased by nearly two-
thirds from 1973 to 1996 and
this was accompanied by an in-
crease In the proportion of com-
mercial debt in total debt  out-
standing from 48 percent fto 58
percent and in debt service pay-
ments from 67 percent to 77 per-
cent. :
If we next examine the debt
outstanding in terms of the in-
come groups {(Table 4), it is seen
that three-fourths of the debt up

‘to the end of 1974 had been in-

curred ‘hy countries . whose per
gapita incomes exceeded US § 200.
The shiff in the debt structure to-
ward commercial debt on harder
terins Is common to all incomse
categories but was most pronoun-
ced for .those countries whose per
capita Ihcomes exceeded & 375.
Debt on conumercial terms now rep-
resents the bulk of their total debi,
which iz an indieation of their
credit worthiness, as well as thelr
ahility to raigse funds in interna-
ticnal money markets. Even in
poorer countries with wper capita
incomes of less than $200., com-
mercial snd other debts on harder
terms sccounted for 45 pereent of
tatal debt outstanding and for
two-thirds of their total debt ser-
vice payments, but this group of
countries accounted for only 13
percent of total debt service pay-
ments in 1974, In 1975, debti servics
payments to DAC countries on QDA
loars were only 19 percent of the
total by all developing countries.
These statistics show that the prob-

TABLE 3. Reported debt and debt services of nom oll-preducing countries

(billions of U.8. $)*

w2l 1973 1994 1995 1976

Total oufstanding 9.0 86.8 1153 129.0

* Commercial debt (%) 48 HEe 54 il

- Debt Service . . 9.1 11.8 15.007 ° 17.8
Commercial debt (%) 67 T2 Ta i

* Excludes nonguaranteed privats bank lending. o :
Source: Table 11—4, Development - - Co-operation, 1976 Review: OECD

Economic REVIEW, Juny/Avcust 1978

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org



TADLE -L Debd poisiaoding st end of 1974 and dehg servbor (miklbons of

Tk %1 ¥ Inemse groop

“Lecht develoaed coumivica
TTader ZUMHE=
EI0-574t
LETo-0a8
LTG5
Bl podd pier
Tnol  moacdicrsdeaiig
ficvelapng nouniries
01 praciuasrs

qital

Ticht
kbt H-A] BEFyiLp %10
LT R | ¥ A 4
| £ 160 (1
piid i LT T
17 151 20k (131
17611 {130 R 1] [LBa
L (20 Flhis) rilk
L HER] {§i 3] 11752 (T
Ul L1 Wz [0
117500 r1nmy 1ER {1k

# eiyrludes Indaniesta,
Tiiwclasdes Miperla
Boures; Tohlz 3d of Kicipstical
Jepfe: OEC.

fem s ol owdth official rlawa  buas
At prhvals Ietdling po camnercinl
sarmne tlias hes oespieocled pyode. to

the [meressng rneeds of devilop-
ing cournrlns than  offlcw] srios
TErs.

Spvelsl  puiteles ave  exparl-

onged  BeRrby exLp Tl pagizlona
rranght phout hy exipeasive ait
asryice peamitnbs, Bl debh oorolial

of woe {urm oF anobher haz b
roeiecnder]  ia ss@e S Counzrles Sinca
ST lueuded in Blrese debt-Tellat
operatlons nave born moullilateral
Arlanfements wlERI the TrRmMc-
wurk @l the Darls o for Chllp
anrl Zadeg o] owlidin the - Iranae-
ook of tlwy Whoclsd]l - Babk fonste-
e for Indipn wred Pakisban. Tl
woiltxr ofl of dehls Eas hecn an
e EEB].'I-\'_'E.- of  wariaas  1nterns-
Slerigl ennferences:  locloding  1he
CHETAL IV and CIBG Lol o odate
iDer, 14, ¥ nrileimal actioh
Iiag Deed tazen ooly a2y Cansdn,
wllel awrote off 57354 mllillon - of
Forpiun afebl Wt 2 peecanl valns
L& 0N mitliczn gwed o has By L=
poarect  darebiping ki o
whp she provides asslstance, and
By Sweden, whichh azTeed 1o wTlhA
alf debls Localllng & 288 Duillian.
Tre forburulaly, Crianedie «5id rwt
follzw througn and Isilcd to pous
wlde new ald to thaose counsrics an
fgranl tarmna. [ofernailonsal ac7on
s deul Taliel Haz Deel WDdET <0i-
poderillon TNt sobie  fltas, . Bul tha
vrnbililar Lo pbikein Bhe sppgazt ol
e Hurlern Earspean Hloe o for
Zeh El-l:t-‘l"_l]'.l. AmonE othcr reasons,
has made ohnpnzabls ta asflae ot
a ErLeEr] Arverment oyt
EVCIpE af devsieplng  ghuntres,
Wovertholczss, cha sorlous dabt 28T-
vige situations of Eaaly devalopline
oouatTes make LT Lbaperallve Tos
the intecriabioroel dinlxaee .t coo
tlnne-

EfoHOWIC RREVIEW. JUL’E_-".B.L'GEE.'I 1478

Annpex, Dessloptpent. JATH

PHE CITiNG OF ATD

Tie practee of Lying  foreigon
wigd L danoY souIced GPESD nt
iy oo oof Cthe 19505 LA respanes
b bhe hulmaues nf papmenl dl3m-
pialties gonar countricg weTs Ux-
IJI':'].'J-&:'.EET.E at the o 'This waz
e fase wlth che Undted Btater
wheo skip Degag 1o IARE o e
ugibbes - fRiceerd by developuncol
Iy ok TLE. mewreos,  and L fall i
g2vell wont  fursher and  easured
Lthat fands reamlited -t meet local
Caels 0O PED o wiskee . xubiSsgupatly
el for ienpiris Tzoemo Bl =
In tho suma way, the Uniicd King-
49m DoHRT la tie her ssstacanen
to LIS supndies tn 1888, This ac-
Han oo the DETE of Jdanor wogn.
iZlee Lhal had balacoe: of pmaanoonk
cefeily alza led fo gimilar setions
b surping esunlrie=, such a: the

edpral DEprhiic ol eIy,
dice b1 peeanabes  execlod hy g
fnel 1obbies  wheae o foaased thelr
mprkels fhreptoped bF the ze-
shons 0l detelt coantries.

O renson [ud Ll wdslse

tenee ta eooneedlEes . pRodoass o
donor counhrley ‘s the relgtanae wl
rplus =tacks or excsgs CaPBALEF
i lnliresries. This was dhdonntedly

The jnstivating Tuckar Delind  1he
nriglng o2 she B 250 fing - add
proETam in tho fmited Stabos

and WAl elerddvelf an attenipr: o
minttaiae the peal coat of o Bld S0
LIie Aoaraat. T the *eciplenl. oo
vorniy Wi emshs nre high beeanse of
EPOrT ]:Il'|:l33 melntained
nally o denar colntries arF aptdouls
turad prodilee. A fedliciie melhod of
vrowing  such owssisbnoec sold bo
to price the guantilies st & no-
fional “'morld maIsel . prlee” Iiagd
thegse sappliez Dagin Maeledsed ia
lda= panFaal,

Tn rplle of ibess higher easis,
it hsz fo he congeded that  the

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org

apigipnee Jf Burpdug SHOCEsS OF rE-
cpen o capaciiies alTen resnlta in
dodillona] Tesolirces Belbg clian-
Tielecd ta develaplns ceneebrdms.
Broog expurt lobbles In dewelof-
ed ocountiles niluenoes Vel -
pients oo emiend crediis 1o appairt
copeing  lndustiles Thac  have ex-
ress cupracilies w2 la o «dispose ol
aurphizs slocks shuad bove aziscn e
to wmrong  maicet rxwechaldnms and
i such cagoe, aid iz necoagarly
Lied. Further. credita are #lyven Ior
g explicih pirpose of #zpcrl pro-
mition of develdaed oocilky PED-
dueis. 1z sl these mpsez, Lhe rea
oy pfdduresd - aEalnas trinE el
coply, bt Ded it 1oi Been Ior eX-
puck prowmoflan o obhel palley ob-
feoklves pf deselphed  coublTlas,
tmess add:ziansl Tesowmrers  wworald

nat e availatls,
Ancther  reasan IoE LALE Wi
ir - e prenonaerpner ol DEolert

aid in tobal oald extended by oade-
veloped  waandiies. Thia 1z dae R
the  mistmaees: bellel  that projoeh
ald Lz ngcd more efficlently By T8-
ciplent coantries, Bub moocehlra-
Les o 2z izpe of sssisugone alien
pestlts o fie imoplemsntsdon ol
prodoess ke are mar afien of
ldgh prlocity andgd lewds T Q0 Q-
cazrect allosation of 1ceourigs Lo
inyeslment. Thare 18 al2a ch: oosme-
tiz ofert Kai no pengent iz better
lfenfitied  wech L eloaa® Than
comtticditles wmhose usc s Nk
cilspersed throughont the renmucoy
wod ma! opasily Mentitiabls, Ooee
H ooorieiom s Laken Ty peoelds pro-
jecl-aid thesa 15 osenow reenter Ia-
Lptiance  to unws sd, hecpuzse w
prodioel s Deiper  deaftifled  wibD
e supp--Fr 0l egalpeoenl and &er-
wlpee tham o owib: the dotios DEo-
sl Innds.

IL beprs repentdns to menilan
wimh Lo ofbex etated sbons zhs
offipient wse ol oXieraal FeeolToss,
1t 1x bha smpodnes: G an asnusal
lppors progrem within the  gofs-
s ol A oounhiyE dovelopineot
pluz “thak [& loportant and  nok
she foonzmelns of jnddvidea:  Hems
or orwipobs in o osachoon proglac.
Commadits sl provides  wiecier
fexthitey dn the wse of ald sed
oilen leads  In minimizing  the
sty resalnlng Indeno the telne of
E:Ii 1‘:| '.'l;:ll'll'l":' e iy R

Haeically, ha 4Gurech coEta of
rler  arse Jron: paying TOE pri-
prs skt wrr Whigcher  shan unEld
merss priaes, There amid  be fan
reszong for this, KL¥s5, supplicra i
dazpod pounsrles, realzing chat the
Eamla sre  fnoapssd nnder ald
priwracos  and thal the  reclplenmd
peinn ¥y hues L enioles BiL o make

|



this purchase under aid, -~ charge
5 monopoly price. This would be
minimized to the extent that it is
possible to invite worldwide tend-
ers and then select a supplier from
the donor country and to the ex-
tent that there are & number of
suppliers to introduce an element
of monopoly pricing but the situa-
tion is worse when there is only a
monopoly supplier in the donor
country. Second, the cost of pro-
duction In the donor country may
we higher than from the tradl-
tlonal source, which is the main
reason why purchases were not
made from the donor country ori-
ginally. This arises often in cases
where lmports are diverted from
traditional sources. The tylng of
shipping and insurance to donor
gources also adds to these costs.

‘The Additional Costs Can Vary

The additional costs, of course,
vary from country to country and
depend on the multiplieity of
donors, the volume of asslstance
{rom traditional sources of supply,
the posslbilitles of competitive
bidding, and the goods that could
be purchased uslng aid  funds.
There ars in addition indlrect costs
that cannot be easlly guantified.
These result from the use of ald
for low priority items due o the
dictates of donor countries, the
distortlong in the price structure
(which is, In any event, complica-
ted in a2 developing country), and
the administration costs of mana-
ging a tled-ald program where
Glshursements have to be controll-
ed to ensure the correct source-
wise procurement procedures laid
down by donor countries. Ac-
eordingly, the real value of foreign
assistance 1s reduced, and the dis-
bursement procedures reguired to
enzire source-wise tylng result in
waste and delays in the transfer of
resources and also dampen  the
expansion of trade, especially bet-
ween developing countries.

Theoretically one could mini-
mize the cost of tying ald by in-
viting international bids for com-
modities and projects and select-
ing the cheapest source, provided
that adequate assistance is avail-
able on time to finance the im-
ports. An accurate esitimate of
the cost of tying could omnly be
obtained by international bidding
conducted on a2 freely competitive
hasis, which condition is unlikely
to be fulfilled in practice. and 1t
is probable that these costs are
not less than 20 percent. The
knowledge of the availability of
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tied funds could resulf in mono-
polistic pricing by suppliers from
donor sources and indifferent bids
from other suppliets. Another fac-
tor that has to be borne In mind
in project financing is that the re-
cipient often lacks the technical
expertise to negotiate cost re-
ductions. ash

International discussions, main-
ly by the DAC, on untying aid
began in the mid 1960s. By the
ezrly 1970s agreement had heen
reached only on untying contribu-
ticns to multilateral
by DAC countries, whiech did not
effectively change earlier practice
though it represented & moral com-
mitment by the group z2s 2 whole
and in 1975 these funds constitu-
ted 28 percent of total ODA. Pro-
zress ftowards untying bilateral
loans has been limited and to date
10 DAC countrles have ¢ollective-
l¥ slgned the agresment on unty-
ing hilateral development loans
permitting procurement in deve-
loping countries, Followlng the im-
petus given by UNCTAD IV and
CIEC fresh initiatives have heen
taken toward untying but the pro-
gress made In quantitative terms
iz unknown at the present time.

Apart from joimt action by
DAC, some countriss have taken
individual initigtives toward unty-
ing aid. By 1970, the TUnited
States authorized procurement in
almost all developing countries and
increased the premissible foreign
content of ald-financed goods. The
Federal Republic of Germany also
removed many resztrictions on capl-
tal project ald and technical sssis-
tance equipment around this time
and Canada too declded that up
to 20 percent of bilateral aid
could be used for purchases in
developing countries or to meet
ioeal costs. Inm 1975, the UK. de-
cided to permit procurement in
countries whose per capita incomes
were less than $ 200, whilst Japan
also took legal measures that were
necessary to facilitate untying
aid ;

The position regarding the fin-
ancing of local costs has been
mare lberal. Donors such as Swe-
den and Norway permit all their
bilateral project aid to be spent
on local costs. Others permitted it
for the poorer countries when dir-
ected to agricuiture and social
development projects. In some
cases, local costs are financed for
particular recipients as in the case
of France for the francophone
countries.
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institutions

These have been the recent
changes in the developed countries
of the West. Amongst the central-
Iy planned economies, only China
has permitted the financing of local
costs or provided united assis-
tanice in the form of cash grants
to some developing countries. The
costs of tying aid are even greater
In the case of these countries as
we deal with a monopoly supplisry
in the doner country, whose prices
are fixed by considerations not
apparent to those outside and
price reductions are almost irmpos-
sible to achieve. :

DISBURSEMENT PROCEDURES

The timing of agreements and
dishursement procedures are often
key elements in the effectiveness
of aid programs to a recipient
country and delays in these pro-
cesses add to the cost of aid to
the reclplent, In the initial phase
of a counfry's development, parti-
cularly those that were colonized
by the metropolitan countries,
foreign aid was obtained malnly
from one country. As these coun-
trles developed, both politically and
economically, and took their plaece
in the international community,
the reliance om a single donor da-
creased in importance and recipi-
ent countries began to deal with
& multiplicity of donors whose pro-
cedures and practices giffered con-
siderably. This process was evident
even in the 1970s when the num-
ber of developing countries obtain-
ing more than 50 percent their total
hilateral and multilateral assis-
tance from o single country  de-
creased from 43 in 1870 to 30 in
1974.

As g result of the  multiplica-
tion of donors interested in assist-
ing a single recipient. action was
taken ni the late 1950s to set up
coordinating mechanisms of one
type or another by multilateral in-
stitutions such as the World Baunk,
beginning with the consortia set
up by the World Bank ifor India
and Pakistan in 1958 and 1960
respectively. The Bank also set up
other coordinating  mechanisms
such as consultative groups and
aid groups for discussing foreign
aid requirements of reclpient
gountries individually, and this
certainly helped countries facing
acute balance of payments prob-
lems as it enabled the tolal foreign
exchange requirements of a recipi-
ent to be looked at by the donors
28 a group on an annual basis.
But this stli]l left the negotiation
of agreements by each donor to an
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ever, normal for donors belonging
to consortia, consultative groups,
or ald groups to base their deci-
sions on' foreign aid to developing
countries on the framework of

economie policies adopted by
the country concerned, as
analyzed and presented by the
agency sponsoring the co-crdina-

ting group. It is normal for growth-
oriented economlie programs to
recelve the endorsement of donor
couniries by pledges of higher
volumes of assistance. However, in
these analyses, the World Bank
and the International Monetary
Fund, which have been responsible
for spongoring miost of the co-or-
dinating groups, emphaslze the
impact of domestic policies on pri-
vate enterprise, the operation of
market mechanisms, the promotion
of private Investment both domes-
tic and foreign, all of which are
important for the creaticn of a
capitalist soclety. It is relevant
to question whether much of this
is applicable to a society that is
backward and hased for the most
part on a subsistence economy.
Even the World Bank has now mo-
dified its position on the pursult
of growth-oriented development
and has over the last few years
turned itz attention to basie
human needs such as nuotrition,
healihy care, education and housing
by its support for integrated rural
devalopment  projects. But never-
theless, the orientation and think-
ing of these ingtitutions are based
on the operations of the market
place. For example, subsidies are
often an integral part of gov-
ernment programs for the distri-
bution of the basic necessities to
the masses in developing coun-
tries and this is anathema to
these institutions and no opportu-
nity i3 lost to pressure developing
countries to elimiate them in the
interests of inereasing investment
for growth. A recent example was
the attempt by the Government
of the Arah Republic of Egypl
to remove subsidies on a series
of basic necessities as part of a
Standby Agreement with the In-
ternationzl Monetary Fund sign-
ad In 1977, and it -led to widescale
disturbance in  Calre and finally
of the withdrawal of the mea-
sures. i

No one could really gquarrel
with the prescription made to divert
more resources for investment In
the interest of achieving higher
erowth rates, bhut it has to be un-
derstood that such policies often
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Institutions.

have to be implemented within the
framework of demoecratic political
- The pressures such
systems exXert on the political
leaders in developing countries can
never be understood by Western
societies and it is largely brought
ahout by the accesg that people have
to the political leadership in these
countries. In such a situation the
ellmination of subsidies and other
welfare-oriented policies have  to
be gradual and implemented with
the full support of the masses,
Otherwise these pressures can
only be controlled by changing the
political systems to aubocratic ones,
emplnying repressive tactics. This
again is unacceptable to the West-
ern societies, which emphasize, as
U.8. Presgident  Carter’s human
rights program does, human Iiber-
tles and thig is an area of con-
fliet based on different conceptions
of political institutions and the
process of development.

Specific Policies Insisted
Upon

The need for sound economic
policles az a general precondition
for providing foreign  assistance
cannot be gquestioned as it is in
the interest of the recipient coun-
try to use the additional resources
generated through foreign zid pro-
grams as effectively as  possible,
But nevertheless, one questions the
need for specific economiec policies
that are insisted upon by donor
countries before  providing ald.
Here I would draw a distinetion
between commodity assistance
and project assistance. In the for-
mer, sound overall economic poli-
cies are more justifiable precon-
ditlons than in the latter where
the fezgibility of the project and
its priority in the country's deve-
lopment plan should be the main
concern, The need for  project
assistance should be judged on
the merits of the proposal rather
than the overall framework of
reonomic policies or the politiezl
institutions under whieh these poli-
cies are being implemented.

An additional cost to a recipi-
ent in the case of project aid is
the need to hire foreignm consult-
ing firms to execute projects, the
cost of which are debited to the
loans, to satisfy the domor coun-
tries regarding their implementa-
tion. This often leads to the justi-
fiable accusation of neogcolonialism
against the donor as many develop-
ing countries possess gualified
technical personnel to supervise

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org

the Implementation of projects,
though they may lack the experi-
ence of working as a team within
the framework of a consultancy
organization. In a similar way the
practice of the World Bank and
the Fund in placing staff 1in de-
veloping countries to monitor the

implementation of programs is

questionable.

One imporiant aspect of the leve-
rage effiects is that oftem the precomn-
ditions imposed impinge on the sove-
reiznty of developing countries, Here,
I would like to use an ex:mple from
Sri Lanka where in early 1970 the
World Bank provided assistance for
a major diversion preject and insisi-
ed on incloding iweo clauses thal were
chjectionable; first, that that Govern-
ment appoint as the Chief Executive
and the Deputy of the statutery body
responsible for the project, persons
who were both competent and expe-
rienced and acceptable to the Bank;
and second, that prior approval of
the Bank he obtained before chan-
ging any Ilegislation goverming the
statutory body. This agreement
crealed serious political problems in
the couniry and beczme a major issue
in the general election that year. The
Government that negotiated the loan
agreement was defeated and the hew
Government renegotiated these clauses,
which were subseguently  deleted
and substituted by clauses whereby
the Government undertook to merely
inform the Bank of changes in the
manzagement and legislation,

One would have expected these
experietices to have seltled the issue
for all lime as far as Sri Lanka was
concerned but it c:me mp once 2gain
two years later with the Asian Deve-
lopment Bank, The ADB is, after all,
2 regional institution and is expeected
0 be mere sympathetic towards the
aspiratizng of Third World countries.
Nevertheless, they insisted on consulta-
tion when changes in top management
of another statmiory body was con-
tempiated 28 a precondition for provid-
ing assistance, Exzplanations to the
negotiating team of the experience
with the World Bank on the diversion
project proved to be of no awvail and
the Government broke off negotiations,
which was the first occasion in the
history of the Bank, up to the t{ime,
that a recipient country had faken
such action. Subzequently, negotiations
were resumed and the offending
clause deleted by the substitution of
a Side Letter whereby the Govern-
ment undertsok to inform the Asian
Development Bank of any proposed
changes in the top manzgement.

EcovoMmic Rzview, Jory/Auvcust 1978



IHiose are parliiclis | JosLanees
bt cher newerilhicliss poiol oo Ll
treed Tor Tecindiarn couunlres o bo
coomstinlly wwiee Sl Lhe EanEer
af aovcring toosneh eondblioms ay
ther eonsresia the revipicob o o
Caubns of apdlon thst o ln both oum
calilatly intsrmally ag well B3 he-
ing e epocadibaenl nade Inr 8 nng
porlsd of Claiog.

SACRINICE O LDNO-TEIEM
BETELUPFMENT OBJIECTIVES
The ratlonale for  sezsbaeling
Taenipas - aid 1: to ncresss tho  jzn-
porh snpacily Too 4 layel  DersEEATE
o pehioeen wogiven Pole of Esowcll
a5 &id domrn inobhe moraniinis o de-
velapancnt | plan At phir o sk
1z, o aften emables che reciplont
Lia aewrded fablne halsh BComamiG
Aspeisintis Lhiak =oulld e potltdcally
wapgsainble in Lhe sharl 2o Onoe
coud prmoslde  cxnmplcs 0f twoees
where Retlone to enrtsil  dmpnyts
0l agricmliural products coald de-
velap the capaclly to prew  fhese
ilocs Toeally, Toihe soofl fon, e
intrraal prices vise uod proeddys Le
ARESEEILRr inpewtives b i
proffacilza lzeelly hut ob bhe game
Tl The Ierenze L prlees Ioads TH
dvmends Tob heh wames, whiles, LT
granted, onld sk nfv sy Iesllas
tioiiary E@dral. Howewer, Lhe gwnil
ablliis of foroiE:l aifdl Lha form
al azricaltural - pmodects  that Lan
L poowis Iacally ar eash o arants
Lt wrduled ol the linbartadan
n? leesa temms enorifers S Tioes
vy deslopment intoresls of cha
POUNTTE boceuss ol tie Il:'l:-'ﬂ.‘lE,I_'.ll:"El.-
1o al  many povelametil: to Ie-
ciiacs InGetna] oes Lo slnri-
berm poliilond ewins One oould
polot Lo #misr oxsmples n she
ather zectors hot che sdvorse of-
Iect 1= micet ofvarnn Tali Lo ihe ap-
riealural sectar
Food wid, wirlhor provicded
LLEeT CSyEcney condilion:s =ich ns
Lamdnies and matnral  dlsaslasa
e prowlded  Inr s Lalaatee of pay-
meTLs rensans, Bes o an impuch on
gomeztie  profduelion dn - reepienk
pouniries Bmorgeney foud add s
4 TecEIROITY Fampolize of The Intar-
atinnal Lommnanity o mean TE-
Mozl dlesaters 2ol &S falaite,
capLhguakes, e, Hevaribieltes,
here wbe oxwnlbes ol dnkes . wnsTe
dur bto g nck af et o
arnonest donars - or sn o Inadequsie
SEREEDIERE O Ieeds 10 OFETCOLOE
el dgasters, lhe lanodng  corm-
renitles i The dizasler areas lnove
bogs mdversely  Aaffoeled, The nn-
caordinatcd efforke n the  Bahol
and 1o Bangaladesn areg 1ow hiz-
carical faetq. A Fenent  exsInple

Erauorrr Rregoswr, JTonrdfcsesr 1978

quinled D Lo Maw YWors Times ol
& Mevember 3299 relaleg 1 ox-
periciice of Gantemala, whlen ro-
cElnad armelEeney-  Land sUPnlles
[ the THolkad &batey afler ihe
rerfiuuke in LIS Ok i G
af Lhe digadtcr, mast aEaliies - Lp-
AaTAIinE 1o the esuntry  recoellzes
that adoquate mpplles of Insd were
ayallabie Bul,  Lelldioge i leldaly
weerts L osBebl supples Tooosgeilis ol
chiz wsueesmgnl, fod bl arciyed
and dumassd the foanclal  proa-
peste ol tha BImEl Tudlvidnal
armers Delng L the  Siphlatods oI
Crinlarmala ity wlw femngt e
priecs Tor Fhels peddoee g dees
Hropl sheizdy dus to the avail-
ability of ald sappiics. Ic hisd ilie
febcher sdvarae «Teclh ol weakel-
g Lhe ERantiil siEnsinbe i)
Turtonr cnileralives o threa high-
lumds reglnns und 1z 8 good ax-
ammale of Al fenl w1 Llie hest ol
latentlons, Dt cidaplured wad dam-
afios Lo e reciples beckise  sd-
vigws from the foral Evel was ool
necs o,

If Dma [ouks g5 fhe fond gl
pInsloed Sp Balhnes of 0 palmipni
soLeln o "lndlar sluaclan amerEes

It moprasentys - sorplos - gtoes - puar-
aitneed frorm B s sisnm [
higa prices e o the sappors

Pravidsd by S0nor Fovornoients -
Srvinally Lo asTicoltinral  prodachs.
The mifSclnet G Ghe e Shali-
Iy piben pigs mere e nd i
purehnses, which 1o added ta Lho
detpand. ol folswinoers In  donor
moubtyles, The:e Iood supgiles 2Ie
Theo sol:d in Wie Pealiicol Sindatey
sedieing Ll prrices ot Jieal sEp-
plice: and. | sasstibuics | fherchs
Aattsgi e Loe J.':'T."E-tEII'L'I:I ntersase
nl Jarming commardties v recipl-
ol eitoblios  wlhilsl Leaaeliitoe Lhe
ailino eoishmoers. IT qdae looks 0T
Feor esbilics anchic®e ffmn the e
of prooduesion dn the donor esan
Tt ta the comEamer 1 the recipl-
a0 panntry. IE 1s the [&Eiiner In
Lbie nsipe  onwnbty abd thie w2k
aornenee in dhe reeipdotih el
w=ha honofic at the cxpoast of the
rotioanler In the donor CONGITT 3
fre I'slmel in the reciplenl Soun-
1y Dlaariy, thls dogx: Dok pro-
1Ll decalppraenl in wthae Tealed
World, alihaurh food el plowided
In this manmer  atfords fmmeclase
balagzee of paFoient rellel to ro-
clplent SonniTies. IS 13 not in 1Relr

Lises i ibleresis Loorely oo fourd
wid on 8 EgeLoing basls, FOUT
| CELA 3|1 o

Hirs amain, T womld TEe te fuoly
on eximple drpm o Bol Tawkey  whanen
staple foedl 1 rhoes  Thete lie et

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org

TELMCrNES attemapis mode. tn  grow
othcr fand ¢TemA sorh 0R sprghum,
iz, mHIck gamsiwn, cnd yams, had
in the past, hess  offocts  hoave  boan
Lipnched durles  pededs  of . drooghl
% 0o eaecEEncy measmo: o switch
canepmption from Hies te oiher peexl:
flhatl ®rgmicg Boka  water fop  pesedire-
(§LH R Surh @ HiARlon afua o
1he Bwapsiadl wear BTG und dus L
et luck of raln durlng ithe  prerdEnd
neeneding  ths m dn enltbentlon seaxon
it woA abnndandlly clear fad  themr
wildld I & tpieiantinl afordtal]l o the
Ieal prodimefivn of Tivce. Taced wilh
this sluwalpn. the (rovermment Iynnch-
ril 2 majer prodocdnn progeam booen-
eqtmage Tarmers to gonw athey  food
ohEpE At doe i Wldpce el ey menic
dilerulies dpging  dlds perwd, the
fubribativn of - Imporied wheot flowr
wos  Glso restoleled.  Arowed Mnavh
MG, e TR npifered TO0HH fame aof
wheat Iour, which dhey ackod Elug:
CGurernmenl of Brf Liasnka to ship be-
fore the emd of dhe Hzecol yeor on
a1 T 1HIG. I ooileipotion it
Elede adilidonnl copplies, 1he Goverse
Fowt] ol @ Loenka  Llecallzed the
diskiglelisn ol flowr frrm  the mooth
uf Apcil 1595 powerd, ws thiz codnelded
with o Pedlivl pecled @ the cAanmiTr.
This was unfoctoootely (Lo harvest
potindl Tor ihe ofher fopd cropxs hal
Lol Beem prown amd the formers sul-
Fered caloslruphis lossec B incoman, &
o for  oextension el Yr e AErl-
roltume. ThEpartoant peoeirgs] a0 gwl-
Bk ad

the  [atonets  regibo:d oo
Riflapalife pervilosdon o poow [:hesr!
olber erops aod the eompdrys  loog-
trrm devdaganent papecls el
srEiplsly  damigeld,

LB 1= L BT TS 1T
In dealng with  Liais sl
arter e hegdings, I hsee nol
nssigied any prinzlies sz them.

The cepaymens Burdon (9 che  ani
thart persco:  ImTerestsd 1o InceI-
natlomal develspment are  Landllar

ikl abel 70 Ly Papdiy  Guantlalsls
Feeorlheless, Ll olbers ong  eal
eoslg T rodoce tho valus of

forelzn sl o the Teclplenmt. Peor-
hops Toneve latroduesd a  =mote O
prrsinceane ta thy orelon okl oei-
fort, FuE oty omainooangesn iz Lo
raw actention to the need to im-
prpge rhe o rElitaciva aapasts ol
i, g Vione whign Bhe woluene ol
Teggnred - wransters 0 facrcasing
snerply, Bazh  asperty wre im.
porTane 3740 should contizuae - W
pecpivie the attenilon of the luter-
halianzl codumunity inofhe latse-
exle ol THimd World develophierit.

23



A Future for

Sri Lanka’s

Desiccated Coconut Industry

5. A. C. M. Zuhyie

The declining trend in desi-
ccaled  coconut production,
while market prices kept rising,
has been o clear indicalor of |
the crisis that besef Sri Lankda’s
coconut industry. The obvious
solution 1is to eliminate the ;
problems that retarded incredas- |
ed wproductlion, argues S. A.
C. M. Zuhyle who is an assistant
manager at the Coconut Proces-
sing Board tn Colombo,

Coeonut production has been
finctuating between 2,400 and 2,700
million nuts per year with the un-
usual increase to 2,963 mililon nuts
Cin 1972, to a drop of 2,031 million in
1974 and an exceptional 1,825 mil-
lion nufs in 1977 owing to a record
drop in output. The fluctuation in
production is characterised by
weather conditions, wvariations in
the appleation of fertiliser and
forelen market conditions for ex-
portable coconut products such as
degiccated coconut, fibre, oil, char-
coal and copra. Both 1972 and 1974
had been remarkably unusual years.
Within the period 1965-77 due fto
favourahle weather conditions that
prevailad in 1971 and the substan-
tial fertilizer avplication on coco-
nut Iznds in 19872, nut production
increased to a record figure of 2,963
million nuts, On the contrary, the
steep drop to the level of 2,031 mil-
lion nuts in 1974 was characterised

by the drought that oprevailed in

that vear, and the negligence of the
estates by management, on the eve
of nationalization of the estates
which were brought under the Land
Reform Commission.

It is clear, as illustrated in
figure 1, that the trend line is dec-
lining, which indlcates a falling
production. 3

Following the frend, the nut
production for 1980 and 1980 could
he estimated at 2374 and 2,230
million nuts respectively. Comparing
the forecasted figures with the
actual production figures of 1975
(2,447 million), a drop of 3 per cent
in 1680 and a 9 per cent drop in
1000 is expected. This fact has tfo
be considered against the increas-
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ing local consumpiion by our grow-
ing population.

LCCAL CONSUMPTION

Local consumpiion of coconut
is estimated to be 125 nuts per
person  per - annum. Consldering
the population projectiong for the
future (based on a study by Gavin
W. Jones & 8. Selvaratnam) the
projected consumption of coconuts
for the period 1973-1990 must stea-
dily inc. ¢ase. On the same basis the
percentage of domestic consump-
tion of nuts In 1980 is estimated to
inerease to 715 per cent of total
production and in 1990 it would be
79 per cent of total prodoction
which would leave only 28.5 per cent
in 1980 and 21 per cent in 1990 for
the purpose of industrial produe-
tion and export. If the decline in
the awvailability of nuts (for indus-
trial purposes) ig left unchecked,
it would result in a sericus curtail-
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Coconnt Production in Sri Lanka
1865 — 1977

ment of desiceated cocontt produc-
tion thereby directly affecting the
country’s exports.

D.C. EXPORTS

Sri Lanka desiccated coconut is
mainly exported to the continental
market, while the US8.A. market is
monopolised by the Philippines.
(1977 witnessed a dramatic break-
through by the Philippines with the
(J.K. and Buropean markets as the
recent data shows. A large part of
the usual demand that Sri Lanka
wag unahble to meet was captured
by the Philippines). In terms of
guantity, 65 — 70 per cent of the
purchases are generally made by
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the principal buyers in Western
Burope such as the United King-
dom, the Federal Republic of Ger-
many, France, Netherlands and
Spain. However, the variations in
market conditions in such coun-
tries seriously affect the local desle-
cated coconut trade due to this
zoneentration and dependence on
only these markets. When the con-
tracted buyer decides to purchase
less, =ay due to increase in the price
of sugar — {i.e. sugar is a comple-
mentary item for the end-use of
desiccated coconut), our sales natu-
rally drop. To a large extent there-
fore, the Sri Lanka desiccated coco-
nut industry is at the mercy of
these purchasing countries. For
example, in 1975, when Australia
decided to purchase most of its de-
siccated coconut from the Philip-
pines for internal reasons, our sales
there dropped from 1,321 long tons
in 1974 to 183 long tons in 1975,

Due to various governing factors,
such as market conditions, varia-
tions in demand for confectionery
in the buyer countries etec.,, the
world desiceated coconut export
market varies. However, apart from
the world market conditions the
loeal conditiong such as the availa-
bility of nuts, (depending on the
nut production) and conditions in
the consuming countries of our
desiceated coconut, exports had
heen fluctuating between 300-400
million nuts (converted to nut equi-
valent on the hasis of 3060 Ibs. per

per 1,000 nuts varies, depending on
the seasonality snd on a regional
hasis, an aversge of 300 Ilbs is
ohzerved to be a justifiable rate).
Considering the thirteen year period
19851977, one could observe an
excepiional rise up to 517 million
nuts in 1568 and an unusual drop of
285 million nuts in 1973,

The highest ever export of desic-
cated coconut, approximately 70,000
tong, bringing in about Rs. 164 mil-
lion and contributing a then record
foreign exchange earnings in 1968,
was indeed an unusual oeccurance.
{The Rs. 323 miliion earned in 1977
was also an exceptlonal oecurance).
The unusual situation in 1968 was
caused by the unfavourable weather
conditions in Philippines in that
year resulting in a short supply of
coconuts, As s result the princlpal
buyer of Philippine desiccated coco-
nut, the United States, purchased
13.000 cwts. of desiccated coconut:
from Bri Lanka while due to in-
creased demand, Canada and the
European ccuntries too purchased

Fconomic Review, JoLy/AucusT 1978
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water is collected in a tank and
left for a few weeks. Out of the
sediment oil iz extracted. This oll
iz really not obtalned from water,
but from the oil in the water. Such
oil is used by the small soap manu-
facturers while the refuse which 1s
called the “sediment pognac” 15
used as poultry food. The by-pro-
guects of the desicecated coconut in-
dustry do not only contribute in
large measure to the economy, but
also generate many economic acti-
vities in the areas where the desic-
cated coconut mills are located.

The industrial processing of the
above coconut shell products has
become a8 major export industry in
recent years with about 25,000 to
30,000 metric tons of these items
belng manufactured each year to
meet the country’s growing export
demand, Coconut shell charcosl Is
the most Important of these hy-
products, accounting for nearly Rs.
21 milliong in foreign exehange ear-
nings in 1977,

The local shell supplies come
mainly from the DC industry while
a small percentage ig supplied by
the copra manufacturers., About 10
to 15 percent of the total 600 mil-
llon shells supplied is used up by
domestic demands, mainly for fuel
purposes, while the balance 80 to 85
percent iz fully absorbed by the
export trade,

The deslceated coconut indus-
try as stated earlier employs a large
amount of old machinery. As such,
the maintenance and repalr asctivi-
ties are wery high. Hence this in-
dustry generales a considerable
amount of mechanical engineering
activities and certain establishments
are now gpeclalising in the mecha-~
nical actlvitles related to the in-
dustry.

FOREIGN EXCHANGE EARNINGS
Coconut is the third largest
forelgn exchange earning cash crop
of Bri Lanka and contributes slgni-
flcantly by means of itg various in-
dustrial processing activities such
as D.C. flbre, oil and charcoal
manufacture. Unlike the other pro-
ducts of the coconut industry, how-

Table VII

ever, desiccated coconut has always
been contributing a steady percen-
tage of the foreign exchange earn-
ings. Except for the boom year of
1968 and a very favourable year in
1974, the conftribution made to the
foreign exchange egrnings has heen
consistent at 4—5 per cent.

The Increase in production of 25
per cent would result in a consgide-
rable increase in the amount of
foreign exechange earnings.

CONCLUSBION

Over the years the desicealed
coconut industry has come to stay
as an established part of our indus-
trial sector. This Industry, concen-
trated in the coconut triangle, has
many fangible effects on the eco-
nomy of the ecountiry., Foremost
fs that desiccated coconut ex-
ports are bringing substantial
and steady  foreizn exchange
earnings into the country. In
addition to its own contribution
of about 4% per cent of the total
forelen exchange earnings it also
contributes by means of its earn-
ings from the by-products earnings
from charcoal. activated carbon,
fibre, oll and copra to contribute a
sizeable portion of the counfry’s
foreign exchange earnings,
desiccated coconut industry and the
other <c¢harcoal, fibre and ofl
industries located in  the coconut
triangle generate further economic
activitleg to & considerable degree.
Many of the areas in which these
Industries are located are observed
to be areas of “full employment”
where most employable persons are
directly or indirectly engaged in the
activities of these industries.

The desiccated coconut indus-
try which hag provided a wide range
of socio-economic beneflts needs
greater attention. It has been obser-
ved tbat coeconut production is on
the decline and on current estima-
tes by 1980 and 1990 only about 28.5
per cent and 21 per cent respective-
ly of loecal production would he
available for industrial purposes.

FOREIGN EXCHANGE CONTRIBUTIONS FROM DESICCATED

COCONUT EXPORTS

Year 1965 67 63 €3 70

e S PR e L e L

66

T of

country's -

total 4 % 4 8 5 5
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The

The effect of declining nut produe-
tion is maiched with the declining
export of desiccated coconut; in nut
equivalent terms in 1980 this is esti-
mated to be 326.9 million nuts and
in 1990 to he 293.9 milllon nuts.

The declining nut production
and consequently desiccated coco-
nut production presents a contrast-
ing pieture when compared with the
upward market price of desiecated
coconut over the period under re-
view. The satisfactory upward trend
in prices could be coupled with the
increasing demand in international
markets and exports, particularly of
the FPhilippines. It may thus be
observed that the world market is
becoming a promising place for the
desiccated coconut trade while loeal
conditions are not satisfactorily
geared to meet the world demand
and tap fully the svailable resour-
ces,

By the heginning of this year
trade clrcles fell strongly that Sri
Lanka's export trade in desiceated
coconut, despite the high unit price
earned in 1977, had reached a stage
requiring immediate action to
ensure its survival., Until about
1969 8ri Lanksa exported almost the
same volume of desiceated coconut
as the Phlilippines, but thereafter
this declined and in 1977 8ri Lan-
ka's exports were only about 30 per-
cent of those of the Philippines, and
her total earnings were 40 percent
lower compared to the Philippines,
The trade was of the view that as
long as 8ri Lanks remains a margi-
nal supplier, merely to bridge the
gap between international demand
and supply, a high unit price s
assured for her produce. But the
Philippitites and other newly emer-
ging suppllerg will before long in-
crease thelr supply to wine out the
gap between demand and supply
and there will be no need for mar-
ginal suppliers to participate in the
trade.

Omne solution to meeting the in-
creasing demand and maximising
our forelgn exchange earnings in
what would turn out to be a very
competitive market iz to launch a
programme for steadily increasing
nut production over the years to
come and feeding the desiceated
coconut mills with more industrial
grade coconuts. An increase in pro-
ductlon within the limlted resour-
ces avallable would be possible only
by meang of intensive cultivation
with s high yielding wvarlefy o
coconuts. :

Ecowourc Review, Jury/Avcust 1378



A Case for Up-dating Banking
Legislation and[er Practice Regarding
Collection of Cheques
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by the necessity for satisfying the
cenditions regarding guaranteelng
the fate, assuming that the other
contributory faectors such as suffi-
cient - staff and machinery are
available. Statistically speaking
the number of cheques handled by
the Banks in the preocess of collee-
tion of cheques is not readily avai-
igble. A crude attempi has been
made to arrive at the dimensions
involved by taking a sample of the
number of chegues handled over a
- period of five consecutive days by
one of the Branches of the People’s
Hank situated in  Colombo which
may be regarded as one of the lar-
gest Branches. This, in no way
will reflect the full effect of the
amount of work involved but would
at least give an indicatlon of the
rumber of signatures the officers
are called upon to place, and if ne-
cessaty sanction were granted, the
amount of time that could be saved
and thus enable the expeditious
eollectlon of cheques. (See Table).

Is there g necessity for the col-
lecting Banker to guarantee the fate
of cheques? The paying Bank’s

The Authority on Commercial
Banking (Sheldon) summarises the
position as follows:

“The Cheques Act 1957 (and cer-
tain statutory instruments) do not
mitigate the severity of this position
(e need for endorsement) buf they do
take the vast majority of cheques and
indeed the vast majority of Banking
instruments outside thelr purview. The
paying Banker dozs not incuy any lia-
bility by reason only of the absenge of
or irregularity in endeorsement (Section
1, 2) and the collecting Banker is 1o
longer negligent by reason only of his
failure to concern himself with the
absence of or irregularity in endorse-
ment of an instrument”.

The vrelevant section of the
Cheques Act 1957 are quoted be-
low:

Paying Banker: Section 1 (1)

When a Bank in good faith and in
the ordinary course of business pays &
cheque drawn on him which is not
endorsed or is irregularly endorsed, he
does not in doing so, incur any liability
by reason only of the absence of or irre-
gularity in endorsement and he is

ceptor) and payable to them only
are accepted by them. Again these
cheques are credited to their res-
pective accounts and not negotia-
ted or transferred to other accounts.
The chegues deposited by the Natio-
nal Havings Bank and other simi-
lar institutions too fall within this
category.

The major time consuming work
or chore that could be avolded is
in the process of guaranieeing fote;
other items of work like scrutini-
sing, of vouchers, tallying, Isting .
ste. cannot he avoided.

What is required now is to dis-
pense with the necessity for peru-
gal of the reverse of the cheques
when the proceeds have o be credi-
ted tc the aceount of the osiensible
payee. If this ls permitied the offi-
cers can dispense with the practice
of puaranteeing fate when collect-
ing chegues meani for the payee to
the credit of the payees. In case of
planned conversion by the customer
the collecting Bank has recourse to
its customer provided he has acted
bonafide and without neglligence,

From the point of view of the
customers too, they need not waste

COLLECTION OF CHEQUES FOR FIVE DAYS

COLOMBO CLEARING

QUTSTATION CLEARING

TOTAL COLLECTION

Daie No, of Chegues ‘Amount No. of Cheques Amount No. of Chegues Amount
(§9)] (2) 4) {B) (@) N
(2+4) (3+56)

78.05.29 1,927 28,859,052.20 1,512 7,349,163.72 3.439 36,208,215,92 }
78.05.30 1,802 7,224,028.72 972 6,390,766.48 2,774 13,315,993.85 |
78.05.31 2,154 10,708,0776.40 1,827 7,607,917.45 2,981 18,315,993.85 |
18.06.01 2,512 22,081,885.69 1,923 6,707,138.13 4.435 28,789,023.82 ‘|
78.06.02 2,421 44.665,142.01 1,451 5,029,625.94 3,872 52,604,768.00 |
Total 10,816 118,538,185.02 7,685 33,084,811.77 18,501 149,622,796,79

1

responsibility ends when that Bank
pays the collecting Bank. They
need not and cannot keep track of
the fate of the proceeds thereafter.
That is the factual as well as the
legal position. In such a situation
why should there be a time con-
suming practice of guaranteeing
the fate of proceeds.

The relevant Section 80 of the
Bill of Exchange Act 1882 quoted
above spells out the position clearly.

Tn the United Kingdom the
Chegues Act 1957 sought to dispense
with the necessity for endoersement
but succeeded Iin achieving one
thing, it dispensed with the neces-
¢ty for calling for endorsement and
of gusranteeing of fate when the
cheque is credited to the payee’s
aceount. : :

32

deemed to have paid it in due course.
Collecting Banker: Section (4) (3)

A Banker iz not to be treated for
the purpose of this section as having
been negligent by reason only of his
failure to concern himself with the
absence of or Irregularity in endorse-
ment of an Instrument.

Why should we emulate the
English example? The reasons are
not far to seek. First and foremost
the bulk of the business of banking
is done onh account of the Govern-
ment  departments, Corporations,
Co-operatives and blg business,
None of these organisations accept
negotiated chegues in discharge of
debts by whoever has dealings with
them. In other words, c¢heques
drawn in their favour; or their
account only are made not negotia-
ble. (The seemingly innocent long
rope meant for the infrepid inter-
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their time writing credit instruc-
tions on the reverse of every cheque
that iz received.

It may not be out of place to
guote the relevant extracts from the
Circular dated 23rd September, 1957
issued by the Committee of London
Clearing Bankers —

“Broadly the effect of the Act (.e.
the Cheques Act 1957 iz that on and
after that date paying Banks need not
concern themselves with the endorse-
ment or absence of enhdorsement UpoTm:
any cheques or analogous instrument
and the =ame applies to colleciing
panks unless ostensibly there is or has
bheen, negotiation of the cheque or
Instrument for which purpose endorse-
ment ig still required”. The intention
of the Act is to relisve customers from
the task of endorsing instruments which

Boovomic Bewview, Junv/Aveust 1578



TABLE III SPICE PRICES JANUARY — JUNE 1977—1978

Av. Public Rs.  Kgm. Av. F.O.B. Rs./Kgm. Av. 1.0.B. (S R=)

Anction Price  Jan.—June I'rice Jan—June I'rice Jan.—June
Jani—-:]lllll-' 14978 -lﬂ]I:i—Jllnl.‘ 1978 Jan.—Jjune 1978
1977 977 v
Cinnamon 13.60 16.49 11.57 30.40 1.40 1.60
Cardamoms 211,47 202.88 165.45 278.33 17.85 14.64
Pepper 30.67 28.75 — 28.15 e 1.48
Cloves 80.73 117.00 44 54 72.64 4.80 3.82
Nutmeg 37.74 31.20 17.36 22.96 1.87 1.21
Mace 35.88 25.64 — —_ = —_
Source: Sunday Produce Reports and Customs Returns.
A case for updating....
(Continued from page 32)

are to Dbe collected for the payee's Apart from these legal issues

account and to save them and the
Banks the trouble caused by the re-
turn of a large number of such instru-
ments for correct endorsement”.

The time consuming process
could be dispensed with if there is
legal sanction by legislative enact-
ment or even a decision or arrange-
ments between the members of the
Association of the Clearing Banks
with the concurrence and approval

that may arise, if the Banker is to
dispose with the practice of examin-
ing the reverse of a cheque made
payable to an account holder in a
situation where the account holder
has more than one account, credi-
ting to a different account against
the wishes of the account holder
may lead to unnecessary litiga-

of the Central Bank.

14

tion.

As regards Section 1 of the Cheques Act (1957) which has not yet been
tried in courts, the authorities on banking law, while conceding that
the object of the Act is to eliminate the need for endorsement, have
pondered whether Section 1 protects against irregular endorsements only
in cases in which it is not asked for but nevertheless appears. Where
it is called for it would seem that the former prolection under the Bills
of Exchange Ordinance is still available. Where an endorsement is
required it must still be regular for although the section gives protection
in respect of an irregular endorsement, the instrument might not be
considered paid in the ordinary course of business and it is doubtful it
the section would be available. Since the banks have established a
course of business and since this Section has not been tried and tested
in the courts the question has heen raised whether the established
course should be departed trom,

As far as Bection 4 (3) which protects the collecting banker is concerned
even this section has received little judiecal consideration. There have
been doubts raised for instance as to the definition of ftrue owner.
Further the words used in Section 4 (1) (d) of the Cheqgues Act (1957)
are sometimes at variance with Section 82 of the Bills of Exchange
Ordinance. Some authorities have argued that there is nothing in the
Cheqgues Act fo show beyond doubt that the law has not been changed
in this respect. With the advent of the Cheques Act the bankers posi-
tion is still not free from doubt, by reason of the wordinz of Section
4 1 (b) there aopears to be a confusion which did not exist before. This
is made more difficult as the Act does not provide any definitions. There
is, however, a People’s Bank Circular 369/75 Addendum (1) — General
Instructions issned by the Bank which states as follows:

“Cheques crossed ‘Account Payee Only' should also Le
honoured by the paying banker if they purport to have heen
correctly endorsed by the payees”. However, where there is
no evidence of ‘Account Payee Only' crossing instructions being
complied with, cheques should be returned unpaid calling for
confirmation of fate of proceeds, from the Collecting Bank,
Returning of such chegues calling for confirmation of fate
should be regarded purely as a courtesy extended by the Paying
Bank to the Collecting Bank'
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of clove (Details in
Table I).

The total value of spice ex-
ports in June 1978 amounted to
Rs. 149 million, This brought the
total earnings for the first half of
the year to Rs. 123.3 million as
against Rs. 72.3 million in the cor-
responding period in 1977. The
increase of Rs. 51.0 million or 70.5
percent is reflected mainly in the
increased earnings from the export
of cinnamon quills whose contribu-
tion was Rs. 58.0 million or 472
percent of total spice export earn-
ings during the period, despite a
fall in export volume by 26 per-
cent. Earnings from nutmeg and
mace and cardamoms too recorded
substantial inecreases of over 300
percent and 100 percent respec-
tively over earnings during the
same period last year. Earnings
from pepper and cloves were
around Rs, 20.0 million each
amounting to approximately 32
percent of the total spice earnings.

Although in rupee terms the
performance of Sri Lanka spices
shows a major inecrease when
evaluated in terms of SDRs (Spe-
cial Drawing Rights), total earn-
ings from spice exports amounted
to SDRs 646 million during the
first half of 1978, which amounts
to a drop of 20 percent over the
corresponding period in 1977. Fur-
ther, in SDR terms the earnings
from individual spices such as cin-
namon dropped by 19.3 percent
and of cloves by 68 percent. How-
ever, nutmeg and mace recorded
an increase of 117 percent, prima-
rily due to higher export volumes
while cardamoms showed a small
}rll)crease of 2.8 percent. (See table

Despite the sharp inecrease in
export values of most spices re-
corded in rupee terms during the
first half of 1978, in real terms
there was a drop of almost 20
percent as against earnings from
the corresponding period in 1977.

A fall in the price of spices in
the world market during the year
hes further contributed to a drop
in export earnings. Except for
cinnumon all other spices recorded
declines in their FOB prices (re-
flected by lower SDR values) this
year as against rprices during the
first half of 1977, (Table IIT). If
this trend continues export earn-
ings from spices could decline
appreciably this year. However,
one can hope that during the next
six months there would be an
arrest in this downward trend and
that by end of 1978 we would
have recovered from this unfavour-
able sitution.

exports.
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