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ABSTRACT
Many scholars postulate that trade is an engine of growth. By promoting trade,
country can get so many benefits. But the benefits from trade are not equally distributed
due to the differences among the countries. Thus, it becomes the function of
government to be able to reduce the side effects of trade and to be able to raise the
benefits by the ameliorative policies and regulations. The study mainly aims to examine
the relationship between the foreign trade and economic growth in Myanmar
throughout the periods of system changes during 2006-2015. And descriptive method
was applied to explore the nexus between them. This study finds out that foreign trade
had not significantly affected economic growth till 2013 but it had seemed the effects
on economic growth in Myanmar closely two years, 2014 and 2015. Thus, government
should turn to practice like that the countries have gotten to improve their economy by
the force of export-promotion and then became the developed countries.
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CHAPTER I
INTRODUCION
1.1

Rationale of the Study
Foreign trade has been one of the vital activities to boost the economic growth

withal every countries adopted any economic system. It means that the sector of foreign
trade is extensively involving in economic system of countries. By promoting trade, it
enlarges a country’ consumption capacities, provides access to scares resources and
worldwide markets for products. Trade tends to promote greater domestic by equalizing
the factor price, raising income of trading countries and making efficient use of each
nation’s resource endowments and increasing the total factor productivity through
technology diffusion and knowledge dissemination.
However the benefits from trade are not equally distributed due to the
differences in efficiency, productivity, geographical location and factor endowments.
Thus, it becomes the function of the government to be able to reduce the side effects of
trade till to minimum amount and to be able to raise the benefits of trade as much as
possible by the ameliorative policies and regulations. So, the nexus between foreign
trade and economic growth has attracted the attention from both researchers and
policymakers in developed and developing countries since the early twenty-first
century.
Myanmar is small economy and one of the developing country including in the
least developed in the world. Since 1988, Myanmar’s political was called the
transitional period and economic system was transformed from centrally planned
economy to market-oriented system under SLORC/SPDC. Economic reforms were
performed to recovery the recession in different sector of economy during the socialist
period. All efforts being made to encourage the active participation of private sectors
in foreign trade and giving full support in every angle. After adopted open-economy
policy, integration into the world economy dramatically increased in the latter years
and Myanmar’s trade flows have expanded dramatically. Since 2011, the emergence of
1

newly elected government also performed economic reforms in trade sector, a number
of trade and investment related laws have been revised and amended or replaced.
However, Myanmar’s trade statistics indicate that in 2015/16, export value was
11415322.5 kyats in millions while imports value was 16992347.5 kyats in millions
and the trade deficit tremendously reached about 5577025 kyats in millions. It could be
concerned with the adoptable trade policies. To deplete that by applying appropriate
policies on trade in order to achieve economic growth, can improve economic
conditions. Thus, this study explore the nexus and impact between foreign trade and
economic growth may support to policymakers to determine the sources of growth and
with regard to international trade, adopt appropriate policies.
1.2

Objective of the Study
The objective of the study is to examine the relationship between the foreign

trade and economic growth in Myanmar throughout the periods of system changes.
1.3

Scope and limitation of the Study
This study focuses on the nexus between foreign trade and economic growth in

Myanmar during the period 2006-2015. The data units are the absolute values in Kyats
millions. Since 2008, the annual data issued by Central Statistical Organization is the
absolute values in US $ millions. Therefore, the data units are convert from the US $
million to kyat million by multiply with official exchange rate.
The limitation is that this study focuses on the normal trade and border trade
only and it does not cover all of details in the background of political and economic
system.
1.4

Method of Study
Descriptive method is applied in this study. All data are mainly secondary data

and others relevant data are taken from Central Statistical Organization, Ministry of
Commerce and World Bank Group.

2

1.5

Organization of the Study
The organization of this study is follows; Chapter one is an introduction which

includes rationale of the study, objective of the study, scope and limitation of the study,
method of study and organization of the study. Chapter two describes literature review
and chapter three discuss Myanmar’s Foreign Trade Sector. Chapter four analyzes
about the nexus between foreign trade and economic growth in Myanmar. The last
chapter five summaries the conclusion in which findings and suggestions will be
presented.

3

CHAPATER II
LITERATURE REVIEWS
2.1

Trade and Growth
There are many theoretical evidences of positive relationships between trade

and economic growth. The Ricardian model does not deal with impact of trade on
growth, it can be argued here the gains from trade leads to higher income which makes
saving and investments increase. In this way, international trade can contribute to
economic growth. Growth and development were present at the creation in the mind of
the founder (David Ricardo) and in his work (Law of Comparative Advantage)
(Findlay, 1984). However, the basics of the Ricardian and H-O-S theories is that
international trade is the way to achieve productivity, efficiency and global
competitiveness but these theories have not shown how free trade affects long-run
economic growth (Kedede, 2002).
If growth, without consideration of its source and type, increases a nation’s
volume of trade at constant prices, the nation’s terms of trade to deteriorate. Otherwise,
the nation’s terms of trade tend to remain unchanged or improve. This is term of trade
effect of growth on the nation’s welfare also depends on a wealth effect, the change in
output per worker or per person as a result of growth. If both the terms of trade and
wealth effects of growth are favorable, the nation’s welfare will definitely improve.
Otherwise, it will remain the same or the decline, depending on the net result of these
two effects. The case where an unfavorable terms of trade effect overwhelms even a
favorable wealth effect and leads to a decline in the nation’s welfare is known as
“immiserizing growth” which is developed by Jagdish Bhagwai (Salvatore, 2014).
Young (1923) assumed the relations between the industries of the country in the
process of economic growth, inception of new industries because of product
specialization as a result of market expansion, the efficiency of specialization and
normalization in a large global markets and the impact of such a market on
technological advancement.
4

Findlay and Kierkowski (1993) developed a two-sector, two-country model of
trade to show that human capital accumulation determines comparative advantage of a
country. The model emphasizes that the decisions made on human capital affect
economic growth. This implies that free trade has an impact on growth through its effect
on incentives in accumulation of human capital.
Ventura (1997) showed that capital accumulation is the source of economic
growth with Ramsay’s economic growth model using factor-price equalization
theorem. This concept of led Ventura to suggest that the East Asian success is the result
of a large amount of capital accumulation without facing a significant fall in the
marginal product of capital (Kedede, 2002).
According to Corden (1985), the aspects of foreign trade in which revenue
effect, the effect of capital accumulation, the substitution effect, income distribution
effect and the effect of weighted elements effects on a nation’s economy. These effects
are cumulative. It means that trade gradually strengthen economic growth, finally
toward economic development in the progress (Gwaindepi, Musaram & Dhoro, 2014).
Van and Wan (1996) examined the relationship between knowledge spillovers
through learning-by-doing and trade using theoretical framework which is developed
by Findlay (1978). They explore the complementarities between technological
progress, free trade and factor accumulation in the process of economic growth.
In the knowledge-driven models (River-Baitz and Romer, 1991 & Grossman
and Helpman, 1991) the growth rate of innovation of new products determines the
growth rate of the economy. The prevailing knowledge base and the scale of
employment in R & D sector determine the growth rate of innovation. Thus, the growth
rate of the economy is determined by existing knowledge body or labor force allocated
to R & D sector. Under free trade, the market use for newly developed products is twice
than before trade. Consequently, the price of patents and the returns to investment in
human capital will be twice as high (Kedede, 2002).
Venon (1966) examined that the role of imitation and innovation in the process
of development and discussed the factors that determine innovation and imitation
process. According to Dollor (1986), the role of technology transfers to less-developed

5

countries is positively related to differences in production costs between the advantage
and less-advanced nations (Kedede, 2002).
Keynesian models in Kaldorian lines such as Thirlwall’s Balance-of-Payments
constrained growth (BOP) model find the channel between trade and growth by means
of demand-pull characteristic of exports. Trade represents an important constraint to
economic growth by means of balance of payments problems. Static trade models
suggest that movements toward openness can temporarily increase the rate of growth
due to short-run gains from the reallocation of resources, which would imply a positive
relationship between changes in openness and GDP growth. The new growth literature
also identifies a number of avenues through which openness might affect long run
growth. Some of these channels are technological change and technological gaps. The
idea behind this statement is that countries which are more backward and provide more
opportunities to absorb new ideas will converge faster to international norms, allowing
them to benefit from technological change. (Harrison & Hanson, 1999).
Even though trade is valuable for all these reasons, this does not mean that more
trade is desirable in all situations. Trade policy must not only pursue these advantages
but also balance them against the gains from learning to produce goods and services
that could be imported. Trade policy is used to further the expansion of manufacturing
industries. This in turn can be viewed as part of a wider process of economic growth
and development having two sides: one is economic growth, raising earnings and
income levels; while the others is economic development, transforming and expanding
supply capabilities (Keesing & Donald, 1979).
Srinivasan and Bhagwati (1999), criticizing the critics of liberalized trade
policies as contributing factors to foster economic growth argued that the traditional
theory of trade still shows the best way to understand trade and growth. They sustain
that openness to trade, factor and technology flows, potentially contribute to the sources
of growth. For them it is a mistake to criticize the effect of trade and growth in
traditional international trade because the theory itself offers the theoretical possibilities
that open up to trade can lead to worse welfare or even less growth under market
failures. Therefore, being open to trade allows the economy to exploit its comparative
advantage, thereby enhancing the efficiency of the allocation of domestic resources.
6

The fruits of technology and knowledge and innovation can be available everywhere
(Gonzaga, 2001).
2.2

Gains from Traditional Trade Theories
The starting point for a discussion of trade is the Law of Absolute Advantage.

According to “Law of Absolute Advantage” by Adam Smith (1776), a Scottish
philosopher and economist, there is a commodity that makes absolute advantage for a
nation. If the two nations exchange and trade their each commodity which is absolute
advantageous respectively, both nation will get benefits without regarding to make
efforts for trade surplus and with consideration of the minimal government. Law of
Absolute Advantage denied the idea that the nation will tend to prosperity only with the
mean of making “more exports, less imports” under the protection of the Stat (ruling
government). In another words, this new revolutionized theory which was advocated
for “free trade” which is different from the idea of the mercantilists, “a favorable trade
balance” with the static view. In short, Smith’s “free trade” idea challenged the
mercantilist’s view (Salvatore, 2014).
Despite Smith’s Law of Absolute Advantage is a first step to “free trade”. A
British economist, David Ricardo’s Law of Comparative Advantage (1817) is more
influential to the next-coming theories for trade because Law of Comparative
Advantage is more useful with the condition in with all countries do not have the
commodities that is absolutely advantage to trade with other countries. Ricardo
developed the principle that trade which is mutually beneficial can occur even one
nation is absolutely less efficient in the production of all goods (Carbaugh, 2005). This
Ricardian model pointed out that a country could specialize in the production of the
commodity with absolute disadvantage is smaller in terms of labor theory of values.
The major sole weakness of Law of Comparative Advantage is the use of labor theory
of values which became unacceptable later. However, the rescuer “Gotfried Haberlar”
(1936) presented Law of Comparative Advantage in terms of “opportunity cost theory”.
According to “opportunity cost theory”, the cost of a commodity is the amount of the
second commodity that must be given up to release just enough resources to produce
one additional unit of the first commodity. Consequently, the nation with lower
opportunity cost in the production of a commodity has a comparative advantage in that
commodity. It is a widely accepted way of understanding on law of Comparative
7

Advantage. Whatever, Law of Comparative Advantage in terms of opportunity cost
theory become a base-stone for upcoming theories of international trade (Salvatore,
2014).
Another important trade theory after law of Comparative Advantage is
Heckscher-Ohlin model, a combination of factor endowment theory and factor price
equalization theorem. The factor endowment theory states that a nation will export the
commodity which resource is abundant and cheap and will import the commodity
which resources is scarce and expensive. The theory highlights that the role of nation’s
resource endowments as the key determinants of comparative advantage. Eli Heckscher
(1919) and Bertil Ohlin (1933),two Swedish economists, continued that international
trade make the pre-trade gap between factor prices, labor wages and rents of capital
(returns to capital) to be narrow. They believe that the efforts of international trade to
reduce the gap will tend to complete equalization of factor prices. A corollary of the
Heckscher-Ohlin theorem is the Factor Price Equalization theorem which was proved
Paul Samuelson (1948). Therefore, sometimes the theorem is referred to as the
Heckscher-Ohlin-Samuelson Theorem (H-O-S Theorem) (Salvatore, 2014). Although
it is simple and appealing, the major problem is that factor are not equalized in the real
world because the crucial assumptions to the predication of factor price equalization
are not true reality (Krugman & Maurice, 2002).
And, Heckscher-Ohlin model on the effects of international trade on distribution
of income needs to be highlights by “Specific-Factor model” which was developed by
Paul Samuelson and Ronald Jones. Unlike the Ricardian model, the specific factor
model allows for the existence of factor production besides labor. While labor is a
mobile factor between sectors, other factors that can be used only in the production of
particular goods are assumed to be specific factors (Krugman & Maurice, 2002).
According to Specific Factors Model, trade will have an ambiguous effect on the mobile
factors of the nation, benefits immobile factors specific to produce the nation’s export
commodities and harm the immobile factor that is used in the production of import
competing commodities (Salvatore, 2014).
The Stolper-Samuelson theorem postulants that an increase in the relative price
of commodity (may be as a result of a tariff) raises the return or earnings of the factor
that is used intensively in the production of the commodity (Salvatore, 2014). While
8

the factor-price equalization theorem asserts that factor prices are independent of
endowments, the theorem is concerned with the nature of their dependence on
commodity prices. “The magnification effect” is that a given proportional change in
commodity prices gives rise to a greater proportional change in factor prices (Jones &
Neary1984). Thus, the real return to the nation’s scarce factor of production will rise
with the imposition of a tariff. The Stolper-Samuelson is always true for small nations
and is usually true for large nation as well. However, the analysis for large nation is
further complicated by essentially adding the fact of the effect to world prices to world
prices by their trade activities (Salvatore, 2014).
The traditional case for the gains of trade is based on comparative advantage, in
which a country that opens up can be assured the benefits of welfare gains in a static
model. The Ricardian model explains the welfare gains if any country specializes in
producing goods in which it has a comparative advantage. On the other hand, The
Hecksher-Ohlin-Samuelson (H-O-S) model shows the welfare gains in the two-country
model that each country specializes based on their factor endowments. The keystone of
these theories is that international trade is the way to achieve static productivity
efficiency and international competitiveness. Recall that economic growth is only a
result of this strategy. Although productivity efficiency and international
competitiveness can be achieved, it is not clear, under the Ricardian or the H-O-S
model, whether and how international trade determines economic growth in the long
run (Gonzaga, 2001).
2.3

Gains from New Trade Theories
Departing from old trade theories, the three deviants, scale economies,

imperfect markers and product differentiation are introduced in new trade theory which
highlight the limitations of the H-O-S model in supporting gains from international
trade leaves unexplained (Sen, 2010). The core of the New Trade Theory is that apart
from the traditional theory of international trade, differences in exploitation of
comparative advantage or factor endowments in the fashion of the H-O-S model is not
the only reason to international trade. Economies of scale occupy the center of the
argument and justify the missing link that factor endowments and static comparative
advantage do not explain (Helpman & Krugman, 1985). Intra-industry trade model
(1979) developed by Helpman, Krugman and Lancaster, is based on “product
9

differentiation” and “economies of scales (increasing return to scale)”. There is much
inter- industry trade when countries are dissimilar in factor supplies. And when scale
economies and product differentiation are important, so the gains from larger scale and
increased choices are large (Kurgan & Maurice, 2002). Because of intra-industry trade
model, it became possible for all factors (both scarce factors and abundant factors) to
gain. In relation with a significant increase of products in international trade, intraindustry trade came to first-bunch of global economy. Comparative advantage
determines the pattern of intra-industry trade while economies of scales in product
differentiation given rise to intra-industry trade. Intra-industry trade reflects “acquired
comparative advantage” comparing with “natural comparative advantage” which root
is from Law of Comparative Advantage (Salvatore, 2014).
One of the assumptions of international trade theories that were presented is a
given and unchanging state of technology. But, in a dynamic real world, technology
advances occur in different nations at different rates of speed. Recognizing dynamic
technology innovation, another new explanation of international trade appeared (Car
Baugh, 2005). Technology gap model which is sketched by Sponsor (1961) emphasizes
the time lag in the imitation process. According to the model, a great deal of the trade
among industrialized countries is based on the introduction of new products and new
production processes. The innovating firms and nations are given patent rights as
temporary monopoly to provide incentives for the flow of inventions (Salvatore, 2014).
Product cycle model which is fully developed by Venon (1966) stresses
standardization process. When a new product is introduced, it needs high-skilled labor
and high-income demand. The product became mature and standardization step starts.
After the step, for mass production tending to economies of scales, the manufacturing
will need many less-skilled labors as the other rich countries’ demand emerges. As
since less developed nations possess a cheaper labor than from the rest countries as a
comparative advantage, production of the matured standardized products may shift to
less developed nations. Less developed nations gain benefits. So, not only the
innovating nation bust also the rest nation which possess cheap and productive labor
gain benefits. Therefore, here, it can be said that technology gap model and product
cycle model are the extensions of basic Heckscher-Ohlin Theory into a technologically
dynamic world than as an alternative trade model. In another words, the product cycle
10

model tries to explain dynamic comparative advantages for new products as opposed
to the basic Heckscher-Ohlin model which explains static comparative advantage or
naturally possessed resources of the nation (Salvatore, 2014).
The theory of custom union is a special case of the theory of the second best.
This postulates that when all conditions required reaching maximum social welfare or
Pareto optimum cannot be satisfied, trying to satisfy as many of the conditions as
possible does not have necessarily or usually lead to second best welfare position. The
conditions under which the formation of a custom union is more likely to lead trade
creation and increased welfare are well-known theoretically. Other static effects of
custom unions are administrative saving and greater bargaining strength. However, a
custom union’s effect on individual member’s terms of trade is ambiguous (Salvatore,
2014).
A summing up of the traditional theory is basically that international trade apart
the case of distortions or market failures and leads to a potential better welfare condition
than autarky. Policy prescriptions therefore suggest that opens up to trade is always the
best alternative, since for them trade and capital account liberalization policies tend to
improve welfare in a static efficiency model or improve growth in a dynamic model
(Gonzaga, 2001).

11

CHAPTER III
Overview of Myanmar’s Foreign Trade Sector
3.1

Trade-related Changes by Periods
Before Myanmar’s independence on 4 January 1948, the 1947 Constitution was

enacted, marking the end of British rule and Myanmar had become one of the 23 core
founding members of the General Agreement on Tariffs and Trade (GATT) which was
transformed into World Trade Organization (WTO) in 1995 and Myanmar has
continuous included as a member. From then on, Myanmar's political and economic
development may be succinctly categorized into four periods of Government:
Parliamentary Democracy, 1948-1962; Burmese Way to Socialism, 1962-1988;
Market-orientation under Military Government, 1988-2010; and Newly-Elected
Government since March, 2011. But in this study, the periods of 2006 to 2010 under
Military Government and the periods of 2011 to 2016 under Newly-Elected
Government are mainly emphasized about the trade reforms in Myanmar.
3.1.1

Trade Reform in Myanmar from 2006 to 2010
After the collapse of Burmese Socialist Program Party (BSPP) in September,

1988, State Law and Order Restoration Council (SLORC) took absolute power in all
affairs of State. With the change in political regime, the emerged council has to make a
series of economic reforms, distinctively from centrally planned economy that was
nearly closed and import-substituted toward market-oriented economy with partial
economic reforms. The objective is rather clear, to restore the miserable economic
conditions and to make efforts for sectoral development because all sectors were in
despair under the leadership of BSPP. SLORC issued Foreign Direct Investment Law
as a sign of encouragement for capital inflows for the country and lifted some
restrictions in foreign trade with the allowance of sixty percents of revenues from
exports. And the practice of “export first, import later” was rescinded, exporters were
required to spend eighty percents of export earnings to imports essential “A” priority
12

list items before permission of importing non-essential items. As an integral part of
market economic system, the three principles of commerce are as follow:
(i) To commerce leading toward the interests of its nationals.
(ii) To commerce without making burdens on the shoulders of the people.
(iii)To commerce leading towards its sustainability regardless of making profits.
In line with these three principles, the objectives of Ministry of Commerce are as
follow:
a) To support both domestic trade and foreign trade for the sake of economic
development of the country.
b) To become highly efficient trade corporations and profitable economic
corporations.
c) To make more foreign earnings through the increase of export earnings.
d) To support trade of private firms and cooperative firms.
In accord with market-oriented economic system which was changed from
Socialist Economic System and adopted, SLORC encouraged the role of private firms
in trade sector, let exporting and importing firms register, allowed foreign enterprises
to invest in the country, helped the founding of franchised firms, reformed Union of
Myanmar Federation of Chambers Commerce and Industry (UMFCCI) and regulate
border trade.
Before 1988, border trade with neighboring countries was informal because the
State did not regulate border trade. The result is the formation of giant black market
and main source is from border trade. After 1988, to get more tax revenues from trade
activities and to destroy black market. Starting from bilateral trade relations with China,
trade relations with India, Thailand, Bangladesh and Laos were followed and
regularized by means of signing Memorandum of Understandings (MOU). The
objectives for border trade are as follow:
a) To improve formal trade between two nations.
b) To get revenues for trade activities of border trade.
c) To prevent exporting important commodities for the country.
d) To be able to import more commodities which the country needs than others.
e) To trade with mutually fair exchange rates.
f) To help for the decrease of commodity’s price.
13

Beginning from 1.10.1991, there are allowed to trade both by means of border
trade and by means of normal trade. Myanmar and the following neighboring countries
signed MOUs at the following dates Myanmar-India Border Trade Agreement on 21st
January 1994,
a) Myanmar-Bangladesh Border Trade Agreement on 28 May 1994,
b) Myanmar-China Border Trade Agreement on 13 August 1994,
c) Myanmar-Thailand Border Trade Agreement on 17 March 1996,
d) Myanmar-Laos Border Trade Agreement on 6 December 2000.
The Myanmar Foreign Trade Bank (MFTB) and Myanmar Investment and
Commercial Bank (MICB) dealt with financial transactions for overseas trade, and the
branch offices of the Myanmar Economic Bank (MEB) handle the financial transactions
for border trade.
Myanmar is a member of World Trade Organization (WTO) and became a
member of Association of Southeast Asian Nation (ASEAN) and came to involve in
ASEAN Free Trade Area (AFTA). Since Myanmar is a member of WTO and ASEAN,
Myanmar co-operated with other countries and other organization by means of bilateral
and multilateral trade agreements and had to make trade reforms. AFTA is one of
economic integration process and it was founded to reduce trade barriers between
countries and among countries. According to the requirements of participating in
AFTA, Myanmar had begun its institutional reforms for transforming its marketoriented economy. Common Effective Preferential Tariff (CEPT) needed to apply for
participating in AFTA among member countries in 2003 and for Myanmar in 2005.
As a consequence of its membership of ASEAN, Myanmar also participates in
ASEAN's preferential agreements with China, India, Japan, Korea, Australia and New
Zealand. Moreover, with a view to promoting greater economic integration in the
Greater Mekong Sub-region (GMS), Myanmar, Cambodia, Lao PDR, Thailand, Viet
Nam, and Yunnan Province of China have been involved in the GMS Program
(launched in 1992), whose purpose is to enhance economic linkages across these
countries' borders. In 2010, the GMS countries approved a comprehensive mediumterm program of Actions for Transport and Trade Facilitation (TTF). Moreover,
Myanmar is a member of the Bay of Bengal Initiative for Multi-Sectoral Technical and
Economic Co-operation (BIMSTEC) which provides a forum to facilitate and promote
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trade, investment, and technical cooperation among Bangladesh, Bhutan, India, Nepal,
Sri Lanka, and Thailand (WTO, 2014).
After 1997, SLORC changed its name to ‘State Peace and Development Council
(SPDC)’. Although the so-called State declared their economic policy is based on
market-oriented economy, the State intervened in the economy. In foreign trade sector
and other important economic sectors, there were more than several interventions with
the means of declaring Notification Orders. However, the crucial policy change was
export first, import later from import first, export later (Thein, 2004 and WTO, 2014)
Export promotion and import substitution policy are mainly include in
Myanmar’s foreign trade sector. Export policy of Myanmar is to export all exportable
surplus and explore international market by utilizing natural and human resources
effectively and efficiently and also to increase the volume and value of export. The
main components of Myanmar’s export policy are following:
a) Export promotion is the main ingredient of export policy.
b) The private sector is allowed to engage in foreign trade activities according
to the rules and regulation of export to enterprise including foreign traders
and state enterprise are subject to licensing.
c) All commodities are allowed to be exported except certain restricted items
like rice and rice products and other products which monopolized by the
state-owned enterprises to maintain internal food security and national
environment.
d) Export first is required in the case of the private sector and the private
exporters are allowed full percent export retention.
Latter to avoid the trade deficits, Government of Myanmar introduced various
restrictive controls on trade which means the export-first and import-second policy.
Imports of capital goods and raw materials by the private sector was balance with
parallel essential consumer item at the same time in imports policy. The main
components of Myanmar’s import policy are following:
a) Activities pertaining to import substitution are the main ingredient of import
policy.
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b) The private sector is allowed to engage in foreign trade activities according
to the rules and regulation of import to enterprise including foreign traders
and state enterprise are subject to licensing.
c) Agriculture; machinery and equipment, construction stores and building
materials, etc., are given top priority for imports.
d) Under the circumstances attempts have been made to substitute some import
items with natural resource based industries and implementation of
economic reforms, it can be expected to manufacture value added items like
semi-manufactured or manufactured products.
e) The private sector is required to import a specified ratio of priority items.
The commodities such as agriculture, livestock breeding, fishery, and forestry,
transportation, manufacturing and mining are imported to fulfill the basic needs of the
country's economic sectors.
3.1.2 Trade Reforms in Myanmar from 2011 to 2015
According the 2008 constitution, the administration of the state is based on the
multi-party democratic system which was won in the election and its economy system
is based on market economy. USDP won the general election held in 2010 and then
former top-general U Thein Sein became the president of the state until 2015. At that
time, Myanmar is facing tremendous challenges on some of parallel process which are
a peace process and the transformation from military rule to democratic administration.
The government let the private economic activities freely and reduce the extent of
government of government intervention in the economy. The government promotes the
role of private firms to a great extent comparing with previous times. Some State-led
economic corporations let transferred to private firms.
The authorities state that trade-related domestic legislation must be formulated
in line with the WTO Agreements. Relevant ministries, in particular the Ministry of
Commerce and the Attorney General's Office will assure the consistency and coherence
between domestic legislation and WTO Agreements, according to the authorities when
formulating trade-related legislation.
Some of legislation are old and have not to use in accordance with era. As the
Government is performing economic reforms, a number of trade and investment related
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laws have been revised and amended or replaced. In particular, the Control of
Import/Export Temporary Law (1947) was replaced with the Export and Import Law
promulgated on 7 September 2012. Implementing rules and regulations of the Export
and Import Law are being drafted by the Ministry of Commerce. The new Foreign
Investment Law, and Foreign Exchange and Management Law were also promulgated
in 2012.
Export Policy of Myanmar is to extend and explore the foreign markets by
utilizing the natural and human resources effectively and efficiently and also to promote
the export of traditional and value‐added products. Import Policy of Myanmar is to
import the commodity given priority as capital goods which are considered by the
authorities as the major requirement of the economy, as well as construction materials,
hygienic materials for people's health, and goods that support export-promotion
activities. The following facts are included in Myanmar’s trade policy objective:
a) To systematically implement trade policies in accordance with the marketoriented economic policy.
b) To increase value-added in exports by producing value-added products from
primary goods.
c) To promote international trade.
d) To facilitate exports and imports.
e) To boost the imports in line with the import policy.
The Ministry of Commerce was set up a Trade Promotion Department with the
UMFCCI in April 2013. Causes are intended to promote exports and to facilitate
imports through: facilitating the trading activities of the private sector and SMEs,
setting up trade financing schemes, collaborating with international organizations for
market expansion, encouraging the development of SEZs and promoting value-added
product exports.
Government of Myanmar promulgated consumer protection law and
standardization law in 2014 and competition law and SMEs law in 2015 and is
preparing other trade related laws such as comprehensive IP law, metrology law and so
on.
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3.2

Export and Structure of Export
By analyzing the values of exports and the commodities, the structure of exports

will be distinctive. It is one of the indicators which can measure the stage of nation’s
economic growth (Than, 1992). It is found that the values of exports increases year after
year. In 2006/07, export value was 30026.1 Kyats in Millions, 53166 Kyats in Millions
in 2010/11 and 11415322.5 Kyats in Millions in 2015/16. So, it is distinctive that export
values increase by many times. The table (3.1) will describe how much increase of
export value to the fiscal yearly.
Table (3.1) Value of Exports, 2006/07 to 2015/16
Export
Year

Values
(Kyats in millions)

Growth Rate
(Percentage)

2006/07

30026.1

45.4

2007/08

35296.8

17.6

2008/09

37027.8

4.9

2009/10

45521.4

22.9

2010/11

53166

16.8

2011/12

54813.6

3.1

2012/13

7648404

13853.5

2013/14

10834268

41.7

2014/15

12498652.6

15.4

2015/16

11415322.5

-8.7

Source: Statistical Yearbook 2011 and 2016

The export value was 30026.1 Kyats in millions in 2006/07 and it increased to
35296.8 Kyats in millions in 2007/08. And this amount of export value ascend to a
small extent to 37027.8 Kyats in millions in 2008/09. Similarly, the export value was
54813.6 Kyats in millions in 2011/12 and it tremendously increased to 7648404 Kyats
in millions in 2012/13. Moreover, the export value of 12498652.6 Kyats in millions in
2014/15 descend to a small extent to 11415322.5 Kyats in millions in 2015/16.
Neglecting this year, at the rest years, export values increase year after year during
2006-2015 the fiscal year. However, these increases are not stable and regular. It means
that the increase in export values were 5270.7 Kyats in Millions from 2006/07 to
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2007/08, 7644.6 Kyats in Millions from 2009/10 to 2010/11, 7593590.4 Kyats in
Million from 2011/12 to 2012/13 respectively. The key point is the difference between
the amounts that increased. Therefore, it can generally conclude that export sector is
not in stable condition.
According to this table, export values dramatically and suddenly increased in
2012/13. It was export value of 54813.6 Kyats in millions in 2011/12 increased to
7648404 Kyats in millions in 2012/13 and export value in 2015/16 was 11415322.5
Kyats in millions because of the adoption of managed floating exchange rate system
starting from 2012. In another words, this is the increase in term of monetary value.
Similarly, the decrease in export values in some years were because of the decrease in
production of main export commodities, agricultural products, the descending of
production of some other export commodities, the increase of domestic consumption
on these export commodities, the decrease in demand for these export commodities, the
changes in the pattern of demand and the reduction of price of these export items.
Therefore, the increase and the decrease of export volumes are not only because of
domestic economic policy and status but also the condition of foreign markets.
In analyzing the structure of export, as Myanmar’s economy was based on rice,
forest products and minerals, primary commodities are the exportable items given the
state of Myanmar’s economy. Export items are composed of agricultural products,
animal products, marine products, forestry products, mineral products, garment and
others in group. According to the table (3.1), mineral products are the maximum among
the products in group and second was the others in group in 2006/07. Among the export
commodities, gas is exported as on the maximum commodity so gas is the most
important commodity till now. Important commodities are described in Appendix (A)
and the percentage share of commodity group in total export are described in Appendix
(C).

19

Table (3.2) Composition of Exports by Commodity, 2006/07 to 2015/16
(Kyats in Millions)
Year

Agricultural
Products

Animal
Products

Marine
Products

Forestry
Products

Mineral
Products

Garments

Others

2006/07

3995

17

1357

2939

14545

1602

5571

2007/08

4680

21

1653

2964

17972

1555

6452

2008/09

5752

25

1503

2212

16771

1594

9171

2009/10

7920

42

1662

2964

23454

1698

7782

2010/11

7368

78

1722

3564

27558

2274

10602

2011/12

9107.66

53.66

2711.66

3629.66

21689.7

2981.66

14639.7

2012/13

1060740

17040

317796

489048

3194148

592140

1977492

2013/14

1023086

10637

199202

868366

3877670

853861

4001446

2014/15

1237762.37

8226.37

159922.37

40162.37

4404416.37

1020198.37

5627964.37

2015/16

1254585.36

7160.36

191660.36

107610.36

3223610.36

878410.36

5752285.36

Source: Statistical Yearbook 2011 and 2016
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Rice and rice products, pulses and maize are mainly exported in the group of
agricultural products. The export of agricultural products was increased from 3995
Kyats in millions in 2006/07 to 7920 Kyats in millions in 2009/10, 1060740Kyats in
millions in 2012/13 and 1254585.4 Kyats in millions in 2015/16, respectively. But, the
share of agricultural products in total exports was decreased from 13.3 percents in
2006/07 to 11 percents in 2016.
However, during those years between 2006/07 and 2015/16, the amount that is
exported decreased in some years, 2010/11 and 2013/14. These decrease are concerning
with the decrease in export of rice and rice products and the slight decrease in export of
pulses. The reason is not being able to increase production of rice for increasing
population, the State’s preference for domestic consumption, increases in the
production rice from other countries, the affect of climate change, not being to use
technology in agriculture and insufficient use of inputs. After 2009/10, the increase in
exports of agricultural products concerns with the formation of private firms that is
intensive in rice and pulses, the lift of restriction on some agricultural products, the
increase of agricultural loans and the reduction of interest rates in agricultural loans.
(See Appendix C)
The exports of animal products comprise only a little percents of total exports.
The amount that the animal products exported between 2006/07 and 2011/12 was no
more than three digit kyats in millions but between 2012/13 and 2015/16 the amount
that exported became five digit numbers of kyats in millions mainly because of
managed floating exchange rate system which was adopted in 2012 pragmatically.
Fish and prawn are major commodities in the exports of marine products. The
exports of marine products were 1662 Kyats in millions in 2009/10, 317796 Kyats in
millions in 2012/13 and 159922.4 Kyats in millions in 2015/16. By looking at these
amount of exports of marine products, the amount substantially increased comparing
with the amount of exports of marine products in 2006/07, 1357 Kyats in millions. It is
also because of trade liberalization efforts by the State. However, the share of marine
products in total exports is 1.7 percents in 2015/16. (See Appendix C)
Teak and hardwood are the important commodities in forestry products. The
share of forestry products in total export were decreased because the volume of these
export items decreased. The values of teaks were suddenly fallen from the value was
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1540 Kyats in millions in 2007/08 to 1146 kyats to millions in 2008/09. Similarly, the
hardwoods were also decreasing at the same time. It would concerned that there was a
little of the logging firms and not sufficient the machinery and lack of skills and more
consuming in domestic. On the other, there was limited to produce as extend as due to
the controlling to avoid the deforester because it was produced from the natural
endowment. Moreover, starting from 2009/10 to 2013/14, the exports of forestry
products were gradually increased. Then it was falling again latter 2013 and the share
in total export was about 0.9 percents in 2015/06. It was significantly less than the share
of the forestry products in total export was 9.8 in 2006/07 because of the growth rate of
forestry export did not increase as much as ascended by the growth rate of total export.
(See Appendix C)
The share of mineral products in total export was little before 2000 but from
2000 in which natural gas is much more exported, its share became a significant share
in total export. Starting this year, gas was the maximum share in total export till the
year 2015 and it was become the export item, more available the foreign earnings In
2015/16, the export of natural gas was 2576850 Kyats in millions and this amount is
much more than the amount of gas exports in 2000, 1110 Kyats in millions. However,
in some years, the share of mineral products in total decreases by some extents. By
looking the share of mineral products was 28.2 percents of total exports in 2015/16 and
it decrease much more than from its share in total exports in 2006/07, 48.4 percents.
The reasons may be the reduction of mineral ores, the weakness of adoption modern
technologies and the decrease in world price of precious metal ores.
Garment is one of the commodities which became distinctive in top items list.
But, the share of garment was little in total exports between 2006/07 and 2010/11.
However, in 20011/12, the export of garment was 2981.7 Kyats in millions and its share
was 5.4 percents of total exports. Perhaps, it was much more than the amount of garment
exports values, 1602 Kyats in millions in 2006/07 but in terms of share in total exports,
was not significantly more than the share of garment in 2006/07 was 5.3 percents. It
shows that the growth rate of garment export did not increase as much as ascended by
other commodities. After 2011/12, the share of garments in total export was gradually
increased, its share was 7.7 percents in 2015/16 and by values was 878410.4 kyats in
millions. (See in Appendix C)
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Figure (3.1) Composition of Exports by commodity, 2006/07 to 2015/16

Source: Share of Commodity Group in Total Export, 2006/07 to 2015/16 (Appendix C)

Starting from adopting market-oriented economic system, Myanmar
government regulated and formalized border trade. The amount of other commodities
has increased because of the involvement of commodities from border trade. During
the years which are included in the study, the amount of other commodities was 5571
Kyats in millions in 2006/07 increased to 1698 Kyats in millions in 2009/10, 1977492
Kyats in millions in 2012/13 and 5752285.4 Kyats in millions in 2015/2016
respectively. Since the share of others in total exports was fifty percents, the export of
others affect on Myanmar export sector to a considerable extent.
Summing up, during the years between 2006/07 and 2015/16, in comparing the
commodities in group, others was maximum, the second was mineral products, the third
was agricultural products and the fourth was garment which is available the foreign
earnings and only value-added product, most of its inputs are imported from the abroad
(Thein, 2004).
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3.3

Import and Structure of Import
In studying importing, developing countries usually do importing based-on

exporting, import-first and export-later and the system of consignment. Besides,
governmental organizations import the items depending on the amount that received
international aids from abroad. Concerning with foreign trade, it is thinkable that some
countries try for balanced trade. Similarly, Myanmar tried not only for balanced trade
but also to get trade surplus. The effort is that the government allowed only sixty
percents of export earnings for importing before 1990.
Table (3.3) Value of Imports, 2006/07 to 2015/16
Import
Year
2006/07
2007/08
2008/09
2009/10
2010/11
2011/12
2012/13
2013/14
2014/15
2015/16

Values
(Kyats in millions)
16835
18418.9
24873.8
25088.4
38476.2
54210.6
7726702.8
13305436.5
16599334.8
16992347.5

Growth Rate
(Percentage)
46.2
9.4
35
0.9
53.4
40.9
14153.1
72.2
24.8
2.4

Source: Statistical Yearbook 2011 and 2016

According to the figure (3.3), the amount of imports in terms of values increased
yearly between 2006/07 and 2015/16, exempting, the decrease of imports between 2002
and 2005. In 2006/07, the amount of imports was 16835 Kyats in millions increased to
38476.2 Kyats in million in 2010/11 and in 2011/12, the number ascended to 54210.6
Kyats in millions. Also, this amounts in 2011/12 were tremendously more than the
amount of imports in 2006/07. Then, import value was reached the amount, 16992347.5
Kyats in millions in 2015/16 and the reasons are more flexible Myanmar Foreign
Investment Law, more imports by foreign investors, import first and export second, the
lift of some restrictions in importing by the people whose incomes are legally in foreign
currency and more importing of investment goods, raw materials and substitutes by the
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State. Similarly, it concerns with the allowing of hundred percents of export earnings
for importing.
Summing up, during the periods between 2006 and 2015 FY, the increase and
the decrease of import values depend on trade policies and the activities of domestic
production firms according to market situations.
Table (3.4) Composition of Imports by Commodity, 2006/07 to 2015/16
(Kyats in Million)
Year

Capital Goods

Intermediate Goods

Consumer Goods

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12
2012/13
2013/14
2014/15
2015/16

4020.3
5448.9
8936.3
7520.4
11631
18382.2
2896118.4
5064952.6
6162749.8
7214975

6727.6
5291.5
6950.4
8127
13965.6
18676.8
2278588.8
3785901.7
4479323.4
4425335

6087.1
7678.5
8987.1
9441
12879.6
17151.6
2551995.6
4454582.2
5957261.6
5352037.5

Source: Statistical Yearbook 2011 and 2016

In analyzing the imports in commodities, there are three groups, capital goods,
immediate goods and consumer goods. The status of importing for foreign in types of
commodities are described in table (3.4) and the percentage share of commodities
groups in total imports are explicated in the figure (3.4).
According to the table (3.4), except the 2009/10, all the rest years were
increasing yearly. The amount of capital goods imports in value is 8936.3 MMK
millions in 2008/09 but capital imports were decreased to 7520.4 MMK millions in
2009/10. Also in terms of its share, it deceased from 36 percents to 30 percents in
2009/10. Similarly, looking at the periods between 2006 and 2015 FY, the amount of
importing capital goods were not stable and the fluctuations are too much increasing
aging and decreasing once. Generally, the range of its share in total imports is between
24 percents and 43 percents. The highest share 42.4 percents in 2015/16 was 7214975
MMK millions in terms of values. The amount of importing capital goods in 2006/07
are much less than 7214975 MMK millions in 2015/16 as well as its share of capital
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goods in total import is much less than its share in 2015/16. So, the growth rate of total
imports is less than the growth rate of capital goods imports in total imports. Generally,
its share in total imports is 33.9 percents in average during the period between 2006/07
and 2015/16. (See Appendix D)
In the sector which imports intermediate goods during the period between
2006/07 and 2015/16, maximum intermediate goods imports were 4425335 MMK
millions and minimum was 6727.6 MMK millions. The range of its share in total import
was between 26 percents and 40 percents. Between 2006/07 and 2008/09, these imports
were fluctuated and starting from 2008/09 these imports gradually increased year after
year. Then, intermediate goods imports were reached 4425335 MMK millions in terms
of values but 26 percents in 2015/16, which is less than 1.5 times of the share of
intermediate goods imports in 2006/07.
During the studying periods, the amount of consumption goods imports slightly
decreased in 2015/16 and in the rest years, consumption goods imports increased
gradually. These imports were 6087.1 MMK millions in 2006/07 increased to 9441
MMK millions in 2009/10, 2551995.6 MMK millions in 2012/13 and 5352037.5 MMK
millions in 2015/16. Consumption goods imports between 2006/07 and 2015/16
increased many times in terms of values but in terms of share are significantly decreased
from 40 percents in 2006/07 to 26 percents in 2015/16. It is because growth rate of
consumption goods did not increase as much as ascended by the growth rate of total
imports. In the studying periods, its share in total imports is 35.1 percents in average
and the detailed data are described in Appendix (D).
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Figure (3.2) Composition of Imports by commodity, 2006/07 to 2015/16

Source: Share of Commodity Group in Total Import, 2006/07 to 2015/16 (Appendix D)

Summing up, during the studying periods, capital goods imports hold maximum
share and significantly increased while the imports of intermediate goods imports were
slightly decreased. The structure of import was that capital goods and intermediate
goods hold two-third of total imports and consumption goods hold the rest share in
2006/07.But this structure of import have a little change in 2015/16 because two-third
of total imports were become the capital goods and consumption goods. This is due to
market demand and orders of the governments to import the commodities in the priority
list (Thein, 2004).
3.3

Trade Balance and Terms of Trade
Starting from 1988 in which reforms helping for trade sector were formulated

and adopted, the values of export and import increased enormously. The comparison
between export values and import values of 2006-2015 FY are described in Table (3.5).
During the studying years, the export were more than the import and the export were
less than the import in some years.
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Table (3.5) Exports, Imports and Trade Balance, 2006/07 to 2015/16
(Kyats in Millions)
Year

Export

Import

Trade Balance

2006/07
2007/08
2008/09
2009/10

30026.1
35296.8
37027.8
45521.4

16835
18418.9
24873.8
25088.4

13191.1
16877.9
12154
20433

2010/11
2011/12
2012/13
2013/14
2014/15
2015/16

53166
54813.6
7648404
10834268
12498652.6
11415322.5

38476.2
54210.6
7726702.8
13305436.5
16599334.8
16992347.5

14689.8
603
-78298.8
-2471168.5
-4100682.2
-5577025

Source: Statistical Yearbook 2011 and 2016

Trade deficit in Myanmar was occurred since 1988 till to 2000 under SPDC
regimes. Soon, during ten years between 2001 and 2011 FY, trade surplus showed in
trade balance. According to Table (3.5), the balance of trade showed the trade surplus
during 2006/07 and 2011/12.Ttrade balance in 2011/12 was 603 Kyats in millions. The
reasons are the imposition of imports restriction policy, the abolishment of import first,
export later rule, adoption of export promotion policy and cultivation and
encouragement of being able to export new items which are termed as systematic
management of foreign trade system. The result is that exports are much than imports
and trade balance signed the surplus and favorable. These trade surpluses are helpful to
economic growth.
However, after 2012/13, import values are much than export values and then
trade balance showed trade deficits. The deficits in trade balance started from 2012/13
till to 2015/16 throughout four fiscal years. This is the results of liberalization on import
restricted regulations which were imposed under SPDC regimes without enough
institutionalization. However, the liberalization tended to positive benefit of being able
to purchase by the consumers as much as they demanded. On the other hand, the
absence of clear and enable policy promoting exports makes the condition of trade
balance to descending trend. It will give no encouragement for economic growth.
According to Table (3.5), the value of export and import are fluctuated frequently and
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even in these fluctuated rates, there are unstable momentum. Thus, during the studying
years, the absence or presence of favorable trade surplus depended on the government
policy.
Figure (3.5) Terms of Trade, 2006/07 to 2015/16

Source: Terms of Trade, 2006/07 to 2015/16 (Appendix E)

An export price index is an index calculated for the price of one or any specified
group of commodities entering into international trade using. It measures changes in
the prices of exports of merchandise from a country. In analyzing the price index,
export price index in 2006/07 was 118 percents and so above 100 of the base year. The
similar cases happened till to 2015/16 according to the figure (3.5). In 2015/16, export
price index was 114.6 percents and the index between 2006/07 and 2015/16 was above
100 of the base year by 28 pececnts in average. During the studying years, minimum
export price index was 106 percents and the maximum price index was in 2009/19 and
by 95 percents more than the base year. (See Appendix E)
An import price index measures changes in the prices of imports of merchandise
into a country. According to the figure (3.5), import price index was also greater than
100 during the studying years. Between 2006/07 and 2015/16, import price index
increased year after year above 100. In 2009/10, the import index was 121.8 percents
and was more about 14 percents comparing the index, 107.6 percents in 2008/09. Then
substantially increasing in 2015/16, the index was 140.5 percents. During the studying
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years, minimum import price index was 102.7 and the maximum import price index
was 140.5 percents in 2015/16.
Terms of trade are important for the welfare of the country. Term of trade is the
ratio of export price to import price. If terms of trade are decreasing and others are
ascending, it is termed as immiserizing growth according to Jagdish Bhagwati. In
analyzing terms of trade, terms of trade in Myanmar were not favorable between
2006/07 and 2015/16, excepting from 2006/07 and 2009/10, terms of trade were always
under 100. In these periods between 2006/07 and 2009/10, export price index was
greater than import price index, thus term of trade is favorable. According to the figure
(3.5) after 2011/12, terms of trade decreased gradually and in 2015/16, terms of trade
was 81.6 percents and below 100 which is the unfavorable condition for Myanmar.
With deteriorating terms of trade and increases or growth in trade volume, the result is
tending to immiserizing growth of the country, a usual experience of the developing
world.
Summing up, excepting from several years, in nearly all years, terms of trade
were unfavorable and Myanmar’s foreign trade are abasing because of Myanmar’s
exports as primary commodities, importing secondary value-added products, instability
of currency exchange rate and the weakness of abilities in facing world’s conditions.
Moreover, it can be concern with the problems of transition from the first step which is
the exporting the primary products to the second step which is the exporting the
manufacturing products and servicing. Terms of trade which shows the ratio of
exchange between exporting and importing is deteriorated, it was able to export more
for the necessary import goods.
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CHAPTER IV
Foreign Trade and Economic Growth in Myanmar
4.1

Growth Rate of Export, Import and GDP
In the hand of State Peace of Development Council, the governments initiated

the reforms in economic sectors including trade sector as described in previous chapter.
Departing from Socialist economy and marching toward Market-oriented economy,
trade sector grew to some extents. As well as, some reforms including trade sector were
performed to initiate the economic development under newly elected government
regime. The trade volumes tremendously increased year after year during the periods,
2006-2015 as described in above chapter. However, it can be said that the export growth
rate and import growth rate are unbelievable fluctuated under this two regimes which
was SPDC regime and newly elected government regime. The growth rate of export
and import are shown in following table (4.1).
Table (4.1) Growth Rate of Export and Import, 2006/07 to 2015/16
(Percentage)
Year

Export Growth Rate

Import Growth Rate

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12
2012/13
2013/14
2014/15
2015/16

45.4
17.6
4.9
22.9
16.8
3.1
13853.5
41.7
15.4
-8.7

46.2
9.4
35
0.9
53.4
40.9
14153.1
72.2
24.8
2.4

Source: Statistical Yearbook 2011 and 2016
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According to this table (4.1), the export growth rate was 45.4 percents in
2006/07 and it was descended to large extent, 4.9 percents in 2008/09. And it was
ascended to 22.9 percents in 2009/10 and then felt to 16.8 percents again in the year,
2010/11 under the SPDC. Moreover, it was still decreased to 3.1 percents in 2011/12
under the newly elected government. But it had interesting that the export growth rate
was dramatically increased in 2012/13. This can partially concern with managed
floating exchange rate system which was adopted by the newly elected government. So,
the volume of export was extremely differed between 2011/12 and 2012/13. Then the
growth rate was decreasing and it reached about (-8.7) percents in 2015/16. By
concluding, the increase and the decrease of export growth rate depends on the facts in
which most of Myanmar’s export are primary goods and the export’s quality are being
deteriorated, the exchange rate has not stable and there has the lack of foreign market
access.
In analyzing the import growth rate, the growth rate was extremely fluctuated
according to express in table (4.1) because it was descended from 46.2 percents in
2006/07 to 9.4 percents and then raised to 35 percents in 2008/09. However, it was
decreasing to 0.9 percents and aging increased to 53.4 percnets in 2010/11. Under the
newly elected government, import growth rate was still decreased to 40.9 percents in
2011/12. Similarly, it was dramatically increased like the export growth rate in 2012/13.
The reason was the managed floating exchange rate system which was adopted by the
newly elected government. So, the volume of import was extremely differed between
2011/12 and 2012/13. Then the growth rate was decreasing and it reached to 2.4
percents in 2015/16. By concluding, the increase and the decrease of import growth rate
are depended not only on trade policies but also the activities of domestic production
firms according to market situations.
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Figure (4.1) Growth Rate of GDP, 2006/07 to 2015/16

Source: GDP Growth rate, 2006/07 to 2015/16 (Appendix F)

Gross Domestic Product (GDP), it means a financial expression of the value of
final goods and services produced within a country’s borders in a year’s time. This is
the government’s official measure of how much output our economy produces. GDP
calculated at current price is referred to as the nominal GDP. GDP calculated at historic
price is called real GDP. In analyzing the GDP growth rate, it can be said that it was
deteriorated under SPDC regime but it was improved under newly elected government
regime. Because GDP growth rate in 2006/07 is 13.1 percents decreased to 9.6 percents
in 2010/11 under SPDC and GDP growth rate in 2011/12 is 5.6 percents increased to 7
percents in 2015/16 under newly elected government.
4.2

Share of Trade Sector in GDP
The difference between open economy and closed economy is whether there is

absence or presence of trade with other nations. In another word, open economy trades
with other open economies. In modern world, every nation becomes and is open
economy but the degree of openness of the economy or economic openness is different
with other countries. The degree is economic openness is determined by the share of
trade sector in Gross Domestic Products of the economy. Again, economies become
more open than previous eras when the ruled make reforms of economy. For the sakes
of greater economic openness, the government has to set or liberalize the restrictions
on trade sector of the economy. So, it can be said that the government’s efforts are
important for the increase of the share of trade sector in the economy.
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According to the table (4.2), the share of trade sector in Myanmar seems to
deteriorate under two regimes because the share of trade sector in 2006/07 is 22 percents
of GDP but at the end year, its share descended to 20 percents of GDP in 2010/11 under
SPDC regimes. It was because of the imposition of sanctions on Myanmar by western
world.
Under democratic regimes, democratic government makes reforms that
international family asked for many years ago and so international governments lifted
sanctions as a reward for the reforms that the government wisely chose. But the share
of trade sector in 2011/12 is 20 percents of GDP descended to 18 percents of GDP in
2015/16. However, the real cause is that the sector growth rate of trade is less than the
sector growth rate of other sectors in Myanmar as shown in table (4.2).
Table (4.2) Gross Domestic Product at Constant Prices by Sectors
(Percentage)
Sectors

2006/07

2010/11

2011/12

2015/16

Agriculture
Livestock and Fishery
Forestry
Energy
Mining
Processing and
Manufacturing
Electric Power
Construction
Transportation
Communications
Financial Institutions
Social and Administrative
Services
Rental and Other Services
Trade

37
8
1
0
1

28
8
0
0
1

26
9
0
0
1

20
9
0
0
1

14

20

21

22

0
4
11
1
0

1
5
12
1
0

1
5
12
1
0

1
6
13
5
0

1

2

2

3

2
22

2
20

2
20

2
18

Source: Statistical Yearbook 2011 and 2016
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Figure (4.2) Share of Trade and Other Activities in GDP, 2006/07 and 2010/11

Source: Gross Domestic Product at Constant Prices by Sectors (Table 4.2)
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Figure (4.3) Share of Trade and Other Activities in GDP, 2011/12 and 2015/16

Source: Gross Domestic Product at Constant Prices by Sectors (Table 4.2)
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4.3

Foreign Trade and Economic Growth
Foreign trade is close up with economic growth of developing countries. It is

needed to invest more for the sake of development of the country. To be able to invest
so, not only domestic currency but also saving of foreign currency are needed. If the
facts are fulfilled, machinery and equipments, substitutions and necessary input which
are essential to found the production firms are able to import. It can be generated for
the need of foreign currency with the means of loans and international aids if foreign
trade were exempted. However, the foreign earnings which come from foreign trade
are the most sure and reliable mean (Maung, 2017). If the increase of national income
in another words, the increase of Gross Domestic Products is the same with the increase
in exports, it means the ascending of production of the country. It can also extend to
how much increases in the imports. Measuring GDP with imports, it cannot be directly
related. It must be described the increase in imports as the result of the increase of the
efficiency of exports. It had better be considered the efficiency of the exports.
Before 1988, Myanmar followed the central planned economic system under
the leadership of Burmese Socialist Program party and the State controlled absolutely
all economic sectors. In 1988, after taking and hanging the power over State Law and
Order Restoration Council, the economic changed into market-oriented economic
system without changing political system. But in 2010, the administrative system
changed into democratic system and the elected government of the time not only
continued market system but also open the economy much wider. It is studied the
relations between foreign trade and economic growth of Myanmar. However, according
to indifferent and diverse political backgrounds, the economic conditions are not the
same. So, it is divided and studied into two parts under different political eras: State
Peace and Development Council (SPDC) and Democratic Administration below.
a)

Foreign trade and economic growth between 2006/07 and 2010/11

b)

Foreign trade and economic growth between 2011/12 and 2015/16

37

4.3.1

Foreign Trade and Economic Growth from 2006/07 to 2010/11
Since 1987, Myanmar has been a Least Developed Country (LDC) till now. At

that time, Myanmar adopted centrally planned economy in the hand of Burmese
Socialist Program Party. In 1988, after SLORC took responsibility themselves to all
State Affairs with the sense of duty, the economic system partially changed and adopted
the market-oriented economic system (official terms) and try to save the economy from
all sectors of economy in despair. Ministry of Commerce allowed property rights of
private firms and the right of freedom to trade. The Ministry made reforms to promote
the role of private firms in foreign trade. In addition, the Ministry formed the
Registration Team of Exporters, Importers and Commissioners.
After 1997, SLORC changed its name to SPDC themselves and economic
policy of market-oriented economic system officially remained unchanged. This
market-oriented economic system changed direction of the economy in the hand of socalled socialists from descending in despair to ascending in hopes. However, there
became State interventions in the economy. Starting from 1997, with being a member
of ASEAN, there became bilateral and multilateral trade agreements. After that the
values of exports and imports increased year after year. However, due to the occurrence
of Financial Crisis in mid-1997, Myanmar faced lost before other countries get benefits
(Thein, 2004).
Table (4.3) Degree of Openness, 2006/07 to 2010/11
(Percentage)
Year

Export/GDP ratio

Import/GDP ratio

Degree of
Openness

2006/07
2007/08
2008/09
2009/10
2010/11

0.2
0.2
0.2
0.2
0.1

0.1
0.1
0.1
0.1
0.1

0.3
0.3
0.4
0.4
0.2

Source: Own Compilation
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Figure (4.4) GDP growth rate and Degree of Openness, 2006/07 to 2010/11

Source: GDP Growth rate, 2006/07 to 2015/16 (Appendix F)

Figure (4.5) Balance of Trade, 2006/07 to 2010/11

Source: Exports, Imports and Trade Balance, 2006/07 to 2015/16 (Table 3.5)

In line with the government tried to control with import restriction policy: the
substitution of export first, import later in place of import first, export later and
systematic management of foreign trade and the encouragement of new export items by
means of export promotion policy. Consequently, as export value was more than import
value and the result is that the balance of trade showed the trade surplus as expressed
in figure (4.5). Starting from 2006/07 to 2010/11, trade surplus was increasing yearly
except the two year, 2008/09 and 2010/11. Trade balance would favorable for the
country. The interesting point is that the degree of openness which is the ratio of exports
39

and imports to GDP has a little percents in GDP during those year. (See also Figure
4.4)
The trade surplus was increased from 13191.1 MMK millions in 2006/07 to
18677.9 MMK millions in 2007/08. However, degree of openness was 0.3 percents in
2007/08 remained unchanged from its percents in 2006/07. At that time, economic
growth rate was in opposite direction from 13.1 percents to 12 percents. Moreover
between 2007/08 and 2009/10, the ratio of export to GDP was more than the ratio of
import to GDP and the degree of openness ascended from 0.3 percents to 0.4 percents
in 2009/10. But the economic growth decreased from 12 percents from 10.6 percents in
2009/10.
In concludes, although the trade surplus and degree of openness were
increasing, the economic growth was slow down year after year, unfortunately. It
pointed out that despite of these periods between 2006/07 and 2010/11, the foreign trade
sector is not related with the deterioration of economic growth rate and trade surplus
could not cover the bane of other sector in GDP. This deterioration of economic growth
rate would be effected still the other factors, consumption, investment and government
expenditure beside foreign trade in GDP estimated by expenditure method.
4.3.2

Foreign Trade and Economic Growth from 2011/12 to 2015/16
After 2010, there was unbelievable political change, the emergence of

democratic administration which was leaded by President U Thein Sein, an ex-general.
The new government legally took State Power. At that time, Myanmar is facing
tremendous challenges on some of parallel process which are a peace process and the
transformation from military rule to democratic administration. The democratic
government press lever for the reforms especially economic reforms which was not
fulfilled with institutionalization. The government lifted the restrictions which was
imposed in the hand of SPDC. Some State-owned Trade Enterprises are transferred into
private firms.
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Table (4.2) Degree of Openness, 2011/12 to 2015/16
(Percentage)
Year

Export/GDP ratio

Import/GDP ratio

Degree of
Openness

2011/12
2012/13
2013/14
2014/15
2015/16

0.1
17
22.2
23.7
20.2

0.1
17.1
27.2
31.4
30.1

0.3
34.1
49.4
55.1
50.3

Source: Own Compilation

Figure (4.5) GDP growth rate and Degree of Openness, 2011/12 to 2015/16

Source: GDP Growth rate, 2006/07 to 2015/16 (Appendix F)
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Figure (4.6) Balance of Trade, 2011/12 to 2015/16

Source: Exports, Imports and Trade Balance, 2006/07 to 2015/16 (Table 3.5)

According to the Figure (4.6), there was trade surplus only in 2011/12. The rest
years are showed trade deficits and its amount was increasing year after year. Starting
from 2012/13, trade deficits was 78298.8 MMK millions and it was tremendously
ascended to 4100682.2 MMK millions in 2014/15 and 5577025 MMK millions in
2015/16, respectively. The reason was the export growth rate was much less than the
import growth rate due to the results of liberalization on import restricted regulations
which were imposed under SPDC regimes without enough institutionalization. The
liberalization tended to positive benefit of being able to purchase by the consumers as
much as they demanded however such liberalized trade policy might have shifted the
demand towards foreign goods and the large portion of goods imported. So the trade
deficit was occurred till the period 2015. On the other hand, the absence of clear and
enable policy promoting export make the condition of trade balance to descending
trend. It will give no encouragement for economic growth.
In 2011/12, degree of openness was 0.3 percent with the trade surplus. On the
other, economic growth rate was 5.6 percents. Then, export values and import values
significantly increased as well as the ratio of exports and imports to GDP, degree of
openness dramatically increased to 34.1 percents in 2012/13 and 49.4 percents on
2013/14. This can partially concern with managed floating exchange rate system which
was adopted by the newly elected government. At that time, trade balance happened
still trade deficits which was 2471168.5 MMK millions in 2013/14. Nevertheless,
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economic growth rate ascended from 5.6 percents to 7.3 percents in 2012/13 and 8.4
percents in 2013/14. It point out that despite of these three period, the foreign trade
sector is not related with the improvement of economic growth rate and it can concern
with the effects of trade deficits was much less than the effects of other sector in GDP
improved on economic growth in Myanmar. (See also figure 4.5)
However, there was seem as the foreign trade related with economic growth
between two years, 2014/15 and 2015/16. Because the trade deficits in 2013/14
increased to 4100682.2 MMK millions in 2014/15 and 5577025 MMK millions in
2015/16. On the other, degree of openness increased to 50.3 percents in 2015/16 and
the economic growth rate descended to 8 percents in 2014/15 and 7 percents in 2015/16.
It show that along with the trade deficits and degree of openness were increasing, the
economic growth has declined. It can conclude that the present of trade deficits as well
as the other sector in GDP deteriorated is concerning with the economic growth was
slow down.
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CHAPTER V
CONCLUSION
5.1

Findings
As mentioned above, this study explore the situation of foreign trade sector and

examine the nexus between foreign trade and economic growth in Myanmar over 20062015. The national economic system was transition to the market-oriented system from
centrally planned economy and adopted open-economy policy after the collapse of
Burmese Socialist Program Party (BSPP). Since that time, the volume of trade were
gradually increased as well as export values and import values are significantly
increased till to the present. The ratio of export and import to GDP, degree of openness
has tremendously increased till to the present.
In the periods 2006-2010 under SPDC, export value was more than import value
and the result is that the balance of trade showed the trade surplus all the years. The
reason is that the government adopted the import restriction policy such as the
substitution of export first, import later in place of import first, export later and export
promotion policy such as the encouragement of new export items. Although the trade
surplus and degree of openness were increasing, the economic growth was slow down
year after year, unfortunately. It pointed out that despite of these periods between
2006/07 and 2010/11, the foreign trade sector is not related with the deterioration of
economic growth and trade surplus could not cover the bane of other sector in GDP.
This deterioration of economic growth would be effected still the other factors,
consumption, investment and government expenditure beside foreign trade in GDP
estimated by expenditure method.
Also in the periods 2011-2015 under newly elected government, except the year
2011/12, export value was much less than import value at the rest years. This showed
the trade deficits and its amount was increasing till to the present. Because of the result
due to the liberalization on import restricted regulations which were imposed under
SPDC regimes without enough institutionalization. The liberalization tended to positive
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benefit of being able to purchase by the consumers as much as they demanded however
such liberalized trade policy might have shifted the demand towards foreign goods and
the large portion of goods imported. Although the trade deficits and degree of openness
were increasing, the economic growth has improved during the periods 2011-2013. It
point out that despite of these three period, the foreign trade sector is not related with
the improvement of economic growth rate and the effects of trade deficits was much
less than the effects of other sector in GDP improved on economic growth in Myanmar.
However, there was seem as the foreign trade related with economic growth
between two years, 2014/15 and 2015/16. Along with the trade deficits and degree of
openness were increasing, the economic growth has declined. It can conclude that the
present of trade deficits as well as the other sector in GDP deteriorated is concerning
with the economic growth was slow down.
This is summarized that foreign trade did not generate a significant effects on
the economic growth in Myanmar during the periods 2006-2013. However there was
seem as the foreign trade had significantly affected the economic growth in Myanmar
over the two year, 2014 and 2015.
5.2

Suggestions
Policy makers should consider the decisions concern with export is able to be

more and imports should be less possibly because GDP elasticity with respect to export,
positive relation and the GDP elasticity with respect to import, negative relation
according to the finding of previous two years.
Expressed in economic theory, export expansion promotes the economic growth
as well as Burmese classical economist, Dr. Hla Myint also postulated that the outwardlooking policy or export-promotion strategy are suitable for the developing countries.
But Myanmar choose the import-substitution strategy rather than it. Now, Myanmar
should turn to practice like that the countries have gotten to improve their economy by
the force of export-promotion and then became the developed countries. Because
foreign trade had seemed the effects on economic growth in Myanmar closely two
years, 2014 and 2015.
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Further, toward the favorable benefits from facing the long standing problem of
trade sector, trade deficits and unfavorable terms of trade, the rules and regulations of
trade sector should be modernized to present of clear and enable policy promoting
export make the condition of trade balance to ascending trend. After do that, the
problem facing Myanmar trade sector is a short-run phenomenon then, sustainable in
the long-run.
Finally, exchange rate instability should be revised and eliminated because the
favor of trade sector also depend on the exchange rate policy.
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Appendix A. Values of Major Exports Items, 2006/07 to 2015/16
(Kyats in Millions)
Commodity

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

2012/13

2013/14

2014/15

2015/16

2011/12

Rice and Rice Products
Pulses
Fish
Prawn
Teak
Hardwood
Base Metal and Ores
Precious Stones and
Pearls
Gas
Garment

18
3498
666
608
1750
1189
639

552
3463
1001
556
1540
1424
475

1112
4069
915
472
1146
1066
177

1524
5580
1092
384
1296
1668
198

1188
4800
1200
390
1842
1722
252

1602
5916
2028
456
1860
1770
426

181476
719940
240264
55380
303312
185736
60492

129578
718481
152786
29977
644989
223377
103469

150698
949098
108772
29940
35928
3992
425148

104550
1014750
131200
28700
83025
24600
359775

1602
5916
2028
456
1860
1770
426

2227

3559

3598

5694

12168

246

102274

584068

279440

287000

246

11676
1602

13938
1555

12996
1594

17562
1698

15138
2274

21018
2982

3123432
592140

3190133
853861

3699586
1019956

2576850
878425

21018
2982

Source: Statistical Yearbook 2011 and 2016
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Appendix B. Values of Major Imports Items, 2006/07 to 2015/16
(Kyats in Millions)
Commodity

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

2012/13

2013/14

2014/15

2015/16

2011/12

Edible Oils
Chemical elements &
Compounds
Pharmaceutical
products
Fabric of Artificial &
Synthetics
Paper, Paperboards &
Manufactures

478.18

1057.96

1609.96

1073.4

1214.4

2367.6

253811

492977

551794

562930

2367.6

158.34

185.44

181.65

270.6

292.8

355.8

86818.8

152593

177444

195160

355.8

554.85

635.6

678.96

877.2

1085.4

1307.4

224587

229179

275248

267833

1307.4

1059.7

1168.46

817.44

858

1245

1525.2

258497

383609

332134

306680

1525.2

302.76

292.27

391.74

349.8

421.8

590.4

95253.6

146984

179540

193008

590.4

Cements

152.65

146.51

343.8

343.8

842.8

900

115787

153560

235229

286898

900

Refined Mineral Oil

3966.55

2033.98

3192.17

4041

8344.2

11701.8

1311995 2157957 2354681 1589058

11701.8

1183.64

1206.18

1818.26

2191.8

3355.2

5681.4

735617

1266383 1673347 1683562

5681.4

2718.22

4161.72

7240.18

5398.2

7207.2

10942.2

1896808 3473754 3908467 4467873

10942.2

707.64

861.1

948.59

1074.6

2086.8

2554.8

364400

707.64

Base materials &
manufactures
Non-electronic
Machinery & transport
equipment
Electrical Machinery
and Apparatus

Source: Statistical Yearbook 2011 and 2016
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573721

854488

1245478

Appendix C. Share of Commodity Group in Total Export, 2006/07 to 2015/16
(Kyats in Millions)

Year

Agricultural
Products

Animal
Products

Marine
Products

Timber
Products

Mineral
Products

Garment
Products

Others
Products

2006/07
2007/08

13.3
13.3

0.1
0.1

4.5
4.7

9.8
8.4

48.4
50.9

5.3
4.4

18.6
18.3

2008/09

15.5

0.1

4.1

6.0

45.3

4.3

24.8

2009/10

17.4

0.1

3.7

6.5

51.5

3.7

17.1

2010/11

13.9

0.2

3.2

6.7

51.8

4.3

19.9

2011/12

16.6

0.1

5.0

6.6

39.6

5.4

26.7

2012/13

13.9

0.2

4.2

6.4

41.8

7.7

25.9

2013/14

9.4

0.1

1.8

8.0

35.8

7.9

36.9

2014/15

9.9

0.1

1.3

0.3

35.2

8.2

45.0

2015/16

11.0

0.1

1.7

0.9

28.2

7.7

50.4

Source: Statistical Yearbook 2011 and 2016
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Appendix D. Share of Commodity Group in Total Import, 2006/07 to 2015/16
(Kyats in Millions)

Year

Capital
Goods

Intermediate
Goods

Consumer
Goods

2006/07
2007/08

23.9
29.6

40.0
28.7

36.2
41.7

2008/09

35.9

27.9

36.1

2009/10

30.0

32.4

37.6

2010/11

30.2

36.3

33.5

2011/12

33.9

34.5

31.6

2012/13

37.5

29.5

33.0

2013/14

38.1

28.5

33.5

2014/15

37.1

27.0

35.9

2015/16

42.5

26.0

31.5

Source: Statistical Yearbook 2011 and 2016

Appendix E. Terms of Trade, 2006/07 to 2015/16
(Percentage)

Unit Value Index
Year
2006/07
2007/08
2008/09
2009/10
2010/11
2011/12
2012/13
2013/14
2014/15
2015/16

Terms of

Exports Price
Index

Imports Price
Index

Trade

141.5
158.7
194.5
100
106.2
105.8
119.9
120.1
114.6
110.2

104.6
107.6
121.8
100
120.2
122.6
136.8
139.6
140.5
120.2

135.3
147.5
159.7
100
88.4
86.3
87.6
86
81.6
91.7

Source: Statistical Yearbook 2011 and 2016
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Appendix F. GDP Growth rate, 2006/07 to 2015/16

Real GDP
Year

Value
(Kyats in Millions)

Growth Rate
(Percentage)

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12

13893395.3
15559412.8
17155078.1
18964940.4
39776764.9
42000875.7

13.1
12
10.3
10.6
9.6
5.6

2012/13
2013/14
2014/15

45080661.5
48879158.5
52785050.8

7.3
8.4
8

2015/16

56476225.1

7

Source: Statistical Yearbook 2011 and 2016
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