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Abstract

Agriculture plays an important role in Myanmar’s overall economic performance
-nd institutions are integral part for the development of the agriculture sector, although
there are many determinants of agricultural development. During the colonial period, the
crivate property rights of land by the British government led to area expansion for
agriculture rather than yield and productivity. Credit institutions, free marketing system
and secure market for rice export resulted in agriculture sector development, particularly
rice production and export. However, these policies benefited only private money lenders
and foreign trade companies and not to Myanmar farmers as many farmers were left
indebted, landless and as tenants. Then, there were also no significant improvements in
other institutions such as irrigation facilities, research and development, and farm
mechanization etc. Alter independence, the institutional changes by successive Myanmar
governments were improper, insecure and ineffective such as monopolization of
marketing for agricultural products particularly rice, by the government. The Land
Nationalization Act aimed for the redistribution of land to poor landless farmers resulted
in land fragmentation. Likewise, other institutional developments were also not effective.
However, significant and explicit institutional change was implemented during the
socialist period. The green revolution was one where utilization of high yielding varieties
for crops, mainly paddy was conducted. As a result, it reflected yield and the agricultural
production, but it was only effective during the late 1970s and the early 1980s. Since
1988 removable of restrictions on pricing and marketing for agricultural products and

introduction of summer paddy programme supported to some extent in increase of

production and export of other crops apart from rice. However, there are still some-

weaknesses in institutions. Such that these institutions should be strengthened and

effective to sustain the development of the agriculture sector.
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Chapter 1

Introduction

1.1 Rationale of the Study

There have been some very significant changes in the direction of development in
the economic theory in the 1970s. The role that institutions play in shaping economic
behavior has been reassessed. The central message of the New Institutional Economics is
that institutions matter for economic performance. The role of institutions in the
economic development becomes a prevailing subject matter at present. The impact of
institutions and their changes on the economy may be different between developed and
developing countries, even though there are also difterences among developing countries.
Negative or positive impact can be influenced by path-dependency, development and
effectivencss of institutions and their players, rigidity of attitude and behavior,
responsiveness of citizens and society, and right pacing and momentum of changes.

The physical, social and natural environment of agriculture is noted to be quite
favorable for and conducive to agricultural development in general and development of
crop cultivation and fisheries production in particular. However, there is no need to stress
the importance of the fact that the effectiveness of these favorable factors is dependent on
she favorable supportive environments including policy and institutional frameworks.

There are many determinants of agricultural development such as land, labor,
capital, technology and so on. Additionally, institutions are crucial for agricultural
development to raise farm income, to uplift economic and social life of farmers, and in
-urn, to contribute to poverty alleviation and rural development. [nstitutional environment
=~d arrangements play an important role in agricultural development through promoting
=xchange and protecting property. Specifically, agriculture sector in developing countries
suffers not only from uncertainties such as weather but from problems of information,
nzdequate competition, and weak enforcement of contracts.

Building institutions that reduce transaction costs for farmers can greatly improve
he way agricultural markets operate. This is especially important for poverty reduction,
~=cause poor people are more likely to live in rural areas and make their living from

zericulture-related activities. Well-functioning agricultural markets and secure and




transferable rights to land stimulate cultivators for their production, income, investment
and reduce uncertainties. Moreover, institutions for generating and disseminating
agricultural technology directly affect the yields and risk inherent in agricultural
production. The interlinked institutions governing farmers’ physical and financial assets-
those for land and finance- are important.

Myanmar, like other developing countries, is an agriculture-based economy with
more than 70 % of population living in the rural area. The agriculture sector contributes
one-third of gross domestic product (GDP) and two-thirds of total employment. Thus, it
also provides food supply for all citizens and raw materials for manufacturing sector.
Agricultural exports accounts for about 16% of the country’s total exports.

With the importance of this sector, governments of Myanmar have made efforts
for the development of agriculture sector. Depending upon their changes in the
administrative structure and policies, agricultural institutions are developed in accordance
with the economic systems. Institutional changes in agriculture sector greatly influenced
the development of the sector in terms of cultivation, production and exports.

There. were tremendous institutional changes in Myanmar before and after
independence. Specifically, regarding the land policy and property rights, British
government practiced free trade land policy and private property rights of land during the
colonial period. These were incentives to Myanmar farmers and they extended their
cultivation through the land expansion. Moreover, the government gave tax exemptions
for expansion of land and for immigrants to work in agriculture. On the other hand,
private money lenders mainly Chettiars provided easy agricultural credits to farmers with
collaterals. In addition, other factors such as rising prices of paddy and transportation
improvements led to the development of agriculture sector.

As a result, production and export of paddy dramatically increased during this
period. And Myanmar was the largest exporter of rice due to tremendous increase in rice
export. It was attributed by the free trade policy, especially laissez faire policy or
marketing policy and secure export market for rice. Thus, it can be said that the
agriculture sector developed during the colonial period. However, it was a lop-sided
development mainly dependent upon only one crop, rice. Moreover, benefits of the

development were for government and the foreign companies. With the Great Depression,



decrease in rice prices and exploitation of marketing companies, farmers lost their lands
and became indebted. Lastly, even most farmers became landless and tenants. The British
government tried to solve these problems, especially land holding and tenants’ rights by
submitting reports of investigation committees and drawing bills. However, they were not
approved, enacted and effective.

Thus, after gaining independence, parliamentary government enacted Land
Nationalization Act of 1948. The State was the owner of land and farmers had right to till.
The government prohibited transferable right of land, mortgage and lease. On the other
hand, the government established marketing board and monopolized marketing and
pricing for commodities, especially rice in both domestic and external trade. Moreover,
~ the government intervened in cultivation by setting planned crops, procurement system,
and compulsory delivery system. Successive governments have used agriculture as a milk
cow to extract surplus through fixing the procurement price of rice well below the world
market price.

On the other hand, production was controlled by quota and production targets.
These policy failures of a command economic system and the lack of sound institutions
(institutional barriers) have trapped the agriculture sector in a vicious circle of low
‘ncome and low or no incentives to invest for farmers, leading to low productivity and
low income again. The government tempted to exploit the agriculture sector by imposing
monopolistic prices for paddy that are below world prices, though supplemented with
subsidized inputs, that farmers make only just enough to survive. From time to time, the
objectives of heavy handed government control over agriculture is less for keeping stable
prices for farmers or protecting them from the vagaries of swings in international
agricultural prices than for revenue generation and provision of subsidized food staples to
the urban constituents to maintain political stability. _

Even when under the liberalization in foreign trade in 1987 introduced by the
State Law and Order Restoration Council (SLORC) and later by the State Peace and
Development Council (SPDC) government after1988, the compulsory procurement of
rice at below the world price continued. However, one remarkable power of open market
was clearly demonstrated when the production, procurement, sales and export of beans

and pulses were liberalized. It was the most important task in agricultural development,
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with improving competitive structures through supportive institutions and providing
facilities. Again, the government had liberalized production and export of all agricultural
aroducts including rice, with abolishing the procurement and compuisory delivery system
for rice in 2003.

In brief, since independence, agriculture sector has not significantly improved,
except in the late 1970s and the 1990s. During the socialist period, agricultural
production particularly paddy increased due to the Green Revolution effect. In the case,
utilization of HY Vs, efforts of R&D and extension facilities of Ministry of Agriculture,
farmers’ active participation and massive collaborative supports and activities of Peasant
Association, BSPP and People"s Council. During 1990s, the summer paddy programme
of 1992/93 and foreign exports for agricultural products except rice since 1987 increased
production of paddy and pulses and beans tremendously. During this period, there were
no significant technological change and other institutional change. But, in 2003, the
government laid down the new rice trade policy. According to this, export of rice was
liberalized in 2010. Recently, the government enacted the Cultivable, Fallow and Waste
Land Management Law and Agricultural Land Law.

Moreover, Myanmar Agricultural and Rural Development Bank has been raising
agricultural credits with low rate of interest and private companies have being
implemented contract farming practices. Regarding the marketing institutions, UMFCCI
has opened Commodity Exchange Ceﬁters to have better supply chain mechanism. The
Ministry of Agriculture and [rrigation has implemented the model farms to demonstrate
HYVs for rice and disseminate and distribute them to farmers.

In any way, during the study periods, some ineffective and inefficient institutions
and non-synchronized institutional changes have still hindered the development of the
agriculture sector and its sustainability. On the other hand, weaknesses in supported
institutions such as research and development (R&D), education and extension services,
irrigation  facilities, and technology (farm mechanization) have discouraged the
development of the sector.

There are many studies on the development of the agriculture sector and they
made important contribution to outstanding agricultural development. However, none of

them emphasizes the role of institutions, and institutions for the agriculture sector and the



whole economy. This study, therefore, is an attempt to explore the importance of
institutions on agriculture sector development of Myanmar.

The recent agriculture sector of Myanmar is facing some challenges and
constraints, insecure land policy and yearly contract of farming, land fragmentation, lack
of credits, lack of advanced technology and insufficient farm inputs, etc. To be able to
promote the agricultural production by area expansion and yield, farmers need a suita.ble
amount of capital to invest in land, fertilizers, pesticides, and insecticides, and to utilize
modern farm implements such as tractor, pump, and tillers. Moreover, farmers need to be
motivated to adapt modern technology and education. Thus, for the sustainable
development of agriculture sector, sound and favorable institutional environment such as
land and marketing policies, and the government’s supports to create and promote
institutions related such as institutions for credits, research and development, education
and extension facilities are essential.

Therefore, it is important that how institutions that create the development of the
agriculture sector can be developed; what kind of institutional environment be created,
what kind of institutional innovations can broaden opportunities for farmers, especially

small scale farmers in value chain.

1.2 Objectives of the Study
The main objectives of the study are to review the institutional changes in the
agriculture sector of Myanmar, to assess the impact of institutions on the agriculture

sector development of Myanmar and to explore which institutions were crucial for the

development of this agriculture sector.

1.3 Method of the Study

This study is undertaken by the descriptive analysis method on institutional
changes in the agriculture sector from the colonial period to market-oriented period and
also to analyze the institutional impacts on the agriculture sector development in the

aspects of sown acreage, yield, production and exports of agricultural products.



1.4  Scope and Limitation of the Study

This study mainly emphasizes on institutions and institutional changes which
~zlated and supported to the agrieulture sector development in line with the changes of
solitical economy under different periods. Then, it analyses their impacts on the
evelopment of this sector especially in sown areas, production and export of agricultural
sroducts. The agriculture sector in the study takes into account agriculture sector proper
crop sub-sector). The study period is from colonial period to market-oriented period
(1886-2010).
1.5  Organization of the Study

The study comprises five chapters. Chapter 1 is introduction chapter which
consists of a brief introduction giving rationale for undertaking the study, objectives of
the study, the methodology adopted for the study, scope and limitations and organization
of the study. Chapter 2 is literature review on institutions. It sets out the conceptual and
theoretical review of institutions, institution building, institutional change, institutions
and economic performance, and its impacts on agricultural development. Chapter 3
explores institutions in agriculture sector of Myanmar for four main periods - colonial
period, parliamentary democracy period, socialist period and market-oriented period.
Chapter 4 analyses the impacts of institutions on the agriculture sector. This part
examines the development of the agriculture sector in terms of land utilization and firm
size, sown acreage, production and export of selected major agricultural products.
Conclusion is expressed in Chapter 5. It brings out findings and suggestions for the

agriculture sector development in Myanmar.



Chapter 2

Literature Review

2.1 Conceptual View of Institutions

It is now widely recognized that the availability of physical, technical and
financial resources is not a sufficient condition for successful socioeconomic
development. The strength and weaknesses of institutions as well as behavioral factors
play a significant role in determining the nature and pace of the development process.
Studies of rural development in Asia have confirmed that inadequacies in the institutional
tramework have hindered the effective implementation for rural development program'.

The word “institution” denotes a variety of meanings depending on the perception
of the user and the context in which it is used. An institution is a set of formal and
informal rules, including their enforcement arrangements”. Institution refers to a wide
spectrum of formal and informal human groups, behavioral patterns, social, legal and
administrative systems, and established practices in social, political and economic
activity that have an important bearing on the success of projects’.

According to North (1990), institutions are the rules of the game in a society or,
more formally, are the humanly devised constraints that shape human interaction. Again,
Ostrom defined as institutions are the sets of working rules that are used to determine
who is eligible to make decisions in some arena, what actions are allowed or constrained,
what aggregation rules will be used, what producers must be followed, what information
must or must not be provided®,

Institutiohs are composed of formal rules (state law, common law, regulations),
informal constraints (conventions, norms of behavior and self-imposed codes of conduct),
and the enforcement characteristics of both’.

Kasper and Streit (1998) argued that institutions without sanctions are useless.

Only if sanctions apply, will institutions make the actions of individuals more predictable.

' Satish, 1987

> Schmoller, 1900
i Mclnerney, 1978
5 Ostrom, 1990

* North, 1990



2ules with the sanctions channel human actions in reasonably predictable paths, creating
= degree of order. If various related rules are consistent with each other, this facilitates
she confident cooperation between people, so that they can take advantage of the division
of labor and human creativity.

Institutions are defined as man-made rules which constrain possibly arbitrary and
apportunistic behavior in human interaction. Institutions are shared in a community and
are always enforced by some sort of sanction'. The definition of institutions includes
three parts: the institutions are rules or constraints made by the human; the purpose of
institutions is to regulate human interactions in the society, in other words, to protect the
opportunistic behavior in human interactions; and enforcement mechanism is functioned
by using sanctions.

Institutions are the rules, organizations, and social norms that facilitate
coordination of human action’. According to Figure 2.1, on the informal end, they go
from trust and other forms of social capital (including deeply rooted norms governing
social behavior) to informal mechanisms and networks for coordination. On the formal
end, they include a country’s codified rules and laws, and the procedures and
organizations for making, modifying, interpreting, and enforcing the rules and laws (from
the legislature to the central bank).

Formal institutions are formalized written rules designed and imposed by political
parties with explicit sanctions. Formal institutions include laws and regulations. The
enforcement of these rules is executed by political organizations like police, court, and
local administrative authorities. North used the terms “formal constraints”, which
emphasizes on formal rules, written rules and “informal constraints’ which are non-
formalized rules, unwritten rules’.

Kasper and Streit emphasized on rules designed and enforced by a third party and
used the term “external institutions” and also used the term “internal institutions”
whereas they referred to rules developed in internalized ways. Enforcement of informal
rules relies on the sanction imposed by individual, self-enforcement and on the sanction

imposed by the social groups. Moreover, Kasper and Streit categorized internal

' Kasper and Streit, 2001
2 World Development Report, 2003
* North, 1990



institutions into “informal internal institutions” and “formal internal institutions”
according to sanctions practicedl. Informal internal institutions, not sanctioned by formal

mechanisms, are conventions, that is, rules that are of obvious,

Figure 2.1

Social norms, rules and organizations for coordinating human behavior

Social INSTITUTIONS
capital RULES
[nformal l Formal GREANIZABIONS
Rules Regulations
Trust Easy to Government
change agencies
Networks
Firms
Laws
Nofms Civil society
Shared values organizations
.. ‘L Lo Police
Traditions Constitutions
Difficult to
. Change
Religion Courts
Traditional, - Modem,.
informal " formal

Source: World Development Report 2003, p.38.

Informal internal institutions, not sanctioned by formal mechanisms, are
conventions, that is, rules that are of obvious, immediate benefit to the persons whose
behavior they control and whose violations harm self-interest; internalized rules whose
violations are sanctioned primarily by a bad conscience; and customs and manners which
are sanctioned informally by the reactions of others, for example by exclusion. Internal
institutions can be formalized, where the sanctions are implemented by an organized

manner by some members of society.

! Kasper and Streit, 2001



In the modern Western world, people think of life and the economy as being
srdered by formal laws and property rights'. According to his research, he believed that
he foundation of capitalism and the Western world development is formal institutions,
=ot informal institutions.

Although North’s ideas about institutions, formal rules and informal constrains
zre quite clear however, some researches carried out by others scholars in the area like
Schultz (1968), Schotter (1981), Sugden (1986), Greif (1989,1994), Hurwiez (1993),
Nelson (1994), Bowles (2001) ete., were also very valuable and their findings are
significant.

No doubt, Aoki’s research provided a good overall picture on comparative
‘nstitutional analysis among the cconomists. His own definition of institution as ‘an
zquilibrium of a game’ (comparing with ‘the rules of the game’ from North) was a quite
aew and important concept, his research methodology and major findings are also
uitful®,

In fact, if all these concepts about istitutions were compared especially North’s
‘deas with the original institutional theories built up by the founders of the old
institutional economics (OIE) like Veblen, Commons etc., some differences can be easily
found. For example, in the eyes of Veblen (1899, 1934), economic institutions are merely
‘aformal institutions, that is, a mixture of habits and customary actions (Hodgson 1988).

According to Peter Burke (1992), this is actually a broad cultural concept covering
customs, conventions, attitude of life and people’s psychology. From the methodology
Doint view, Veblen’s institutions idea is rooted in the evolutionary and social historical
Sundation. Therefore, the concepts of habits, social interactions of the individuals within
the community, human relations etc., play significant importance to his theory of
institutional economics.

In Commons’ theory of institutions, the simple but very impdrtant notion is that

collective action in control, liberation and expansion of individual action’. Just like

Veblen, Commons also pay more attentions in his institutional economics to informal

‘nstitutions rather than formal institutions.

X North, 1990
3 Aoki, 2001
* Commons, 1934
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From the History of Economic Thought point of view, the major ideas from the
= merican OIE School such as the points from Veblen and Commons are very much
<zrongly linked or even rooted to the German History School (GHS) in the middle of 19"
century. Because GHS’ historical approach was more Darwinian oriented and the School
~zgarded that each society must constitute its own rules based on its history. Thus, GHS
-sjected the general and abstract assumptions such as the rationality, maximization of
~umans for economic analysis proposed by British classical economists at the time.
Especially, the ideas about the importance of non-economic factors (such as customs,
~-operty, legislation, justice, history, ethical, politics etc.) into economic development
=om Wilhem Roscher and the ideas about social laws from Gustay Schmoller of the GHS
School scholars influenced American OIE to a certain extent. Both Veblen and Commons
~=cognized this very clearly in their works',

In 19" century, even in philosophy research, an institution at the time denotes
—ore to conventions and costumes, Charles Sanders Peirce’s research is one of the
=xamples. From late 20" century, new institutional economics (NIE) becomes more
‘~fluential in the economics world and the focus of the discussion shifted gradually to
<--mal institutions from informal institutions. However, according to researches, some of
= economists are still trying to integrate these two forms together to explaining the real
«warld better through some interdisciplines approaches. Geoffrey M.Hodgson and Carsten
Zarrmann-Pillath are the two examples of them.

Some of the scholars look at institutions by linking with social orders. For
=wample, according to Hayek, generally speaking, institutions often refer to the cosmos of
== spontaneous order such as customs, practices or cultural beliefs or the norms of the
<~ontaneous order such as norms, self-enforcement contracts and ethics®. This means, as
“zvek understands it, that the institutions people often refer to are mainly informal
-stitutions, not formal institutions. |

Study of Kasper and Streit is another example which carried out research in

—sttutions mainly from the perspectives of social order and public polich. Since they

=
==

~==ard the major function of institutions is to safeguard and improve a stable social order,

" Webden, 1901 and Commons, 1934

o -

\zser and Streit, 1998
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facilitate human interactions and ban unpredictable and opportunistic behaviors, thus
sanctions or punitive measures in particular, are especially important to the enforcement
of any institutions in their theory: “institutions without sanctions are useless, and only if
sanctions apply will institutions make the actions of individuals more predictable”'.
Based on their classifications of institutions into two groups of internal institutions (‘‘as
rules that evolve within a group in the light of experience’’, they also called it ““soft
institutions”) and external institutions (‘‘as rules that are designed externally and
imposed on sociéty from above by political action’’) in terms of the origin of institutions,
the ways of sanctions are also different. According to their definition, the major part of
the internal institutions is regarded as informal institutions and the sanctions for informal
institutions are mainly social sanction based, not organized mechanism based.

In view of the complex nature of institutions which includes “process”,
“behavioral” and “ideological” aspects, it has been difficult to quantify them or label
them appropriately. Traditionally, institutions have been classified as religious, civic,
political, economic and social. The efficacy of political institutions, for example,
determines the level of maturity and success of macroeconomic management. Similarly,
social and economic institutions govern the framework under which development takes
place. Basically, these institutions are either formal or informal and deal with legal or
customary systems and practicesz.

The institutional perspective examines the forces that work to shape and
implement policies. Institutions must be stable, but they also must be capable of changing
and adapting, and new institutions must emerge. Institutions are essential for sustainable
and equitable development. When they function well, they enable people to work with
each other to plan a future for themselves, their families, and their larger communities.
But when they are weak or unjust, the result is mistrust and uncertainty.

Institution or institutional environment must pick up signals about needs and
problems — particularly from the fringes; this involves generating information, giving
citizens a voice, respondihg to feedback, and fostering learning. It must also balance

interests — by negotiating change and forging agreements, and by avoiding stalemates and

! Kasper and Streit, 1998
2 Asian Development Review, 1991
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conflicts. And it must execute and implement solutions — by credibly. following through
on agreements.

However, there are barriers to emergence of such an institutional environment.
One is dispersed interests. Concentrated interests are often given too much weight, as in
the assignment of property rights for land and water, and in the operation of government.
A second barrier is the difficulty of forging credible commitments to protect and nurture
persons and assets. And a third is institutions that are not inclusive. When societies and
processes are unequal and undemocratic, it is more difficult to coordinate dispersed
interests and frog credible commitments.

Structural changes, urbanization, the demographic transition, the redistribution of
wealth (particularly increments of new wealth), unleash dynamic forces and opportunities

for institutional change.

2.2 Institution Building

Institution building has been defined as the “planning, structuring, and guidance
of new or reconstituted organizations which (a) embody changes in values, functions and
technologies; (b) establish, foster and protect new normative relationships and action
patterns; and (c) obtain support and complementarity in the environment”'.

Institution building, more specifically, is aimed at strengthening capabilities for

planning, organizing, implementing, monitoring and evaluating development projects and
programs sponsored by public, private or grassroots- level organizations.
Institution building has increasingly become complex because of the lack of any
consolidated theory or knowledge relating to organizational structures, organizational
design, program planning, budgeting, staff training and personnel and financial
management as well as their interdependence and linkages.

Experience over the past two decades confirms that sustainability of development
projects has been affected by weak institutions and inadequate management capabilities.
There is strong evidence that institutional and managerial problems have had a pervasive

impact on project implementation despite continuing efforts by multilateral and bilateral

agencies to provide enhanced supports to strengthening institutional capacities in

! Milton J. Esman, 1972
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seveloping countries. Governments seeking change have to start with existing institutions
“nat have their own historical inertia and underlying political interests'. The process of
-=form, therefore, involves negotiation compromise, accepting “second best solutions”
that are politically feasible’.

Institutional aspects, in the context of agricultural development, cover broad areas
<uch as land tenure, credit, extension, training, marketing, pricing policy, farmers’
organizations, irrigation and management. The complexity of these institutions makes it
secessary for proper understanding of not only related technical factors but also the
sociocultural and behavioral aspects of communities which are the main targets of
development. For instance, an assessment of the success or failure of an agricultural
credit component would be incomplete if it did not include an examination, among other
things, of the sociocultural attitudes of communities towards debt repayment and their
perception of the role of lending agencies. Similarly, the size and tenure of land
determine the ability of water users to pay for water and maintenance of irrigation

structures.

2.3 Institutional Change

According to North, major role of institutions in a society is to reduce uncertainty
oy establishing a stable structure to human interactions. Institutions are creation of human
beings. They evolve and are altered by human beings. Changes in relative prices create
incentives to construct more efficient institutions. Institutions determine the opportunities
in society. Organizations are created to take advantage of those opportunities, and, as the
organizations evolve they alter the institutions.

Institutions, organizations, and their interactions shape the direction of
institutional change. Institutional change is a complicated process because the changes at
the margin can be a consequence of changes in rules, in informal constraints, and in kinds
and effectiveness of enforcement. Moreover, institutions typically change incrementally

rather than in discontinuously fashions.

~Asian Development Review, 1991
* World Development Report, 1983
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Although formal rules may change overnight as a result of political or judicial
s=cisions, informal constraints embodied in custom, traditions, and codes of conduct are
—uch more impervious to deliberate policies. Institutions were and are always a mixed
=2z of those that induce productivity increase and those that reduce productivity.
astitutional change almost always creates opportunities for both type of activity.

According to the U.S economic history in the 19" century, the basic institutional
“amework that had evolved by the beginning of that century broadly induced the
sevelopment of economic and political organizations (Congress, local political bodies,
zmily farms, merchant houses, and shipping firms), whose maximizing activities
—asulted in increased productivity and economic growth both directly and indirectly by an
~duced demand for educational investment. The educational investment resulted not
anly in the free public education system, but in agricultural experiment stations to

improve agricultural productivity; the Morrill Act created the land grant public

universities' .

24 Institutions and Economic Performance

The opportunities for political and economic entrepreneurs are still a mixed bag,
but they overwhelmingly favor activities that promote redistributive rather than
productive activity, that create monopolies rather than competitive conditions, and that
restrict opportunities rather than expand them”.

Institutions affect the performance of the economy by their effect on the costs of
exchange and production. Together with the technology employed, they determine the
transaction and transformation (production) costs that make up total costs.

The institutions have been taken place as a mobilized production factor for the
explanation of the economic growth since mid-1970s in addition to capital, labor,
technology, education and skill acquisition, natural resources, and structural change3. The
general presumption is that — institutions have a greater impact on how well people attain
their economic and other objectives and people normally prefer institutions which

enhance their freedom of choice and economic wellbeing.

' North, 1990
* 1bid
* Kasper and Streit, 1998
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The impact of institutions and their changes on economic growth may be different
~=-wcen developed and developing countries. Negative or positive impact can be
-“uenced by path dependency, development and effectiveness of institutions and their
= zvers, rigidity of attitude and behavior, responsiveness of citizens and society, and right
~=cing and momentum of changes.

Stable political structures, well-specified and enforced property rights, and low
-~st enforcement of contracts have resulted in the low transaction costs underlying the
-.ccess of the developed economies.

The central message of the New Institutional Economics is that institutions matter
#r economics. The concepts and hypotheses of relevant modern institutional economics
sr2: (1) Methodological individualism (2) The maximand (3) Individual rationality (4)
Opportunistic behavior (5) economic society (6) Governance structure (7) Institutions and
g) Organizationsl.

The New Institutional Economics (new theory of Organization) is associated with
he work of Armen Alchian, Ronald Coase, Douglass North, Oliver Williamson, and
~thers. Modern institutional economics included the subfields such as (1) Transaction-
~ost economics (2) Property-rights analysis (3) Economic theory of contracts (4) The new
‘stitutional approach to economic history (5) The new institutional approach to political
=conomics and (6) Constitutional economics’.

1. Transaction-cost economics: Transaction costs arise in connection with the
exchange process, and their magnitude affects the ways in which economic activity is
arganized and carried out. Included within the general category of transaction costs are
search and information costs, bargaining and decision costs, and policing and
enforcement costs. Transaction-cost economics is concerned particularly with the effect
such costs have on the formation of contracts.

2. Property-rights analysis: The system of property rights in an economic systerh
defines the positions of individuals with respect to the utilization of scarce resources.

Since the allocation of property rights influences incentives and human behavior in ways

' Furubotn and Richter, 1997
? Ibid
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that are generally predictable, a basis exists for studying the impact of property-rights
arrangements on €CoONomic outcomes.

3. Economic theory of contracts: As a “relative” of both transaction-cost
economics and property-rights analysis, contract theory deals with incentive and
asymmetric information problems. The latter fall into two distinct categories. There can
be asymmetric information between the parties to a contract and asymmetric information
between the contractual parties on one side and a third party (e.g., the court) on the other.
Accordingly, this can be distinguished between two variant types of contract theories.

(a) Agency theory deals with problems of asymmetric information between
contractual parties. The asymmetric information in question can exist either before or
_afrer a transaction has taken place. The theoretical approach adopted in these cases may
rely largely on verbal analysis or on the use of formal models.

(b) Relational and incomplete  contract theory focuses on informational
asymmetries that can arise between the parties to a (usually longer-term) contract on one
side and a third party on the other. An important objective of such contracts is to
overcome the post contractual opportunism that may result from the difficulties courts or
other third parties face in verifying the execution of contractual obligations. Credible
commitments and self-enforcing commitments are important topics in this field.

4. The new institutional approach to economic history: The work of economic
historians following this methodological line is concerned with the application and
extension of concepts such as transaction costs, property rights, and contractual
relationships to historical experience. One important objective is to establish a theory of
the institutional structure of society as a whole. As would be expected, writers in this
field are especially concerned with making institutions endogenous variables within a
general economic model.

5. The new institutional approach to political economics: In recent years, the
New Institutional Economics movement has given impetus to the development of the so-
called New Economics of Organization (NEO). This approach, pioneered by Williamson
and drawing on ideas developed independently by North, has been applied in various
fields of political science. In general, it can be said that the close relationship between the

political and economic sides of social systems, which has been the basic object of study

17



for political economy, is now viewed from the perspective of transaction costs and their
effects on property rights and contractual arrangements. These observations provide a
link to constitutional economics.

6. Constitutional economics: Buchanan (1987, p.585) describes this field as one
that attempts “to explain the working properties of alternative sets of legal institutional-
constitutional rules that constrain the choices in activities of political and economic
agents.” Moreover, since these “rules” can be interpreted as formal or informal social
devices that constrain behavior, procedures for making selections among alternative
constraints must be examined along with the constraints themselves. In particular, interest
attached to the study of how society chooses the rules for making the rules under which
the system operatels (“public choice”).

Knight (1921) focused on the role of entrepreneur in attempting to reduce
uncertainty, and Coase (1937) introduced the concept of transaction costs, which began to
make sense of the existence of the firm. The kinds of information and knowledge
required by an entrepreneur are in good part a consequence of a particular institutional
context. |

North’s theory of institutions is constructed from a theory of human behavior
combined with a theory of the costs of transacting. The costliness of information is the
Key to the costs of transacting, which consist of the costs of measuring the valuable
attributes of what is being exchanged and the costs of protecting rights and policing and
enforcing agreements. These measurement and enforcement costs are the sources of
social, political, and economic institutions'. The costliness of economic exchange
distinguishes the transaction costs approach from the traditional theory that economists
have inherited from Adam Smith?.

In his writing (North 1990), it takes resources to define and protect property rights
and to enforce agreements. Institutions together with the technology employed determine
those transaction costs. It takes resources to transform inputs of land, labor, and capital

into the output of goods and services and that transformation is a function not only of the

" North, 1990
* Ibid



zzchnology employed, but of institutions as well. Therefore, institutions play a key role in
the costs of production.

A hierarchy of rules- constitutional, statute law, common law (and even bylaws) -
together will define the formal structure of rights in a specific exchange. Moreover, a
contract will be written with enforcement characteristic of exchange in mind. Because of
the costliness of measurement, most contracts will be incomplete; hence informal
constraints will play a major role in the actual agreement'.

The rights are both legal rights defining what one can do with the property and
rights over the physical attributes of the property. Institutions determine how costly it is
to make the exchan_gez. Institutions in the aggregate define and determine the size of the
discount, and the transaction costs that the buyer and seller incur reflect the institutional
framework. Transaction costs of the transfer are partly market costs- such as legal fees,
title insurance, and credit rating searches- and partly the costs of time each party must
devote to gathering information, to searching, and so forth.

The incentives that are built into the institutional framework play the decisive role
in shaping the kinds of skills and knowledge that pay off. The institutional framework
will shape the direction of the acquisition of knowledge and skills and that direction will

be the decisive factor for the long-run development of that society’.

The development of an incentive structure through patent laws, trade secret laws,
and other laws raised the rate of return on innovation and led to the development of the
invention industry. Better institutions and better protection of property rights increase
investment and foster technological progress, thereby raising income levels®, Effective
institutional changes induce investment, productivity and economic development.

Higher national income can contribute to better institutional quality (for example,
through more expenditure on courts). But more importantly, better institutional quality
can also contribute to higher national income, as when good institutions facilitate.
investment or curb over fishing. A large body of theoretical and empirical studies

concludes that there are strong causal effects from good institutions, measured by such

' North, 1990
* Ibid
* 1bid
* Rodrik 2003
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Figure 2.2 Relationship between Incomes and Institutions
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variables as rule of law to higher income per capita {Figure 2.2). According to studies!,
better voice and accountability would raise national income per capita by a factor of 2.5.
Another study suggests that per capita income would grow at least 2 per cent per year in
all countries 1f they would only protect property rights (public and private) and pursue

s 5 .
morte competitive market policies”.

' World Development Report, 2003
> Tbid, 2003



2.5 Institutions and Agricultural Development

Institutions play a significant role in agricultural development. Institutions
in the agricultural sector in most of the countries were shaped historically to minimize
varieties of uncertainties, reduce the problems that are intrinsic to the sector and finally
forge the development of the sector.

Therefore, these forms play a vital role in analysis of the agriculture.
Interestingly, in recent years institutional analysis has gained substantial importance with
the recognition of property rights and transaction cost schools of thoughts. With the
advancement of theories on these lines, the institutional approach started gaining
importance in understanding the development process.

In many countries, agricultural institutions have a long history, starting from the
traditional form of shifting cultivation to modern capital-intensive agriculture. This also
poses certain questions on the factors that have compelled such changes and
transformation. Organization of a systematic framework therefore, requires grouping
these in four basic forms namely institutions associated with inputs, production,
exchange, and social system. Composition of inputs in agriculture has undergone drastic
changes over a period of time.

In recent years, agricultural inputs have substantially increased from land, labor to
various forms of seeds (HYV and GM), fertilizer, pesticides, insecticides, various
instruments like tractors etc., and consequently the role of institutions has changed.
Institutions associated with production help to enhance the productivity of the system
with the improvement in technology and reduce uncertainties associated with the
production system. Exchange as an integral form of market institution has undergone
changes in various forms. Hence, institutional development is crucial for agricultural
development to contribute to poverty reduction and overall economic growth l :
Agricultural development can be viewed as a process of economic growth, which is based
on (i) improvements in productivity through technological change and (ii) increased
specialization and re-organization of activities by individual laborers, farmers, input

suppliers, traders and other actors, all working to improve their livelihoods.

' Meijerink & Roza, 2007
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The factors that prevent people, either individually or in groups, from securing
this goal include constraints with respect to natural resources, technology, infrastructure,
policies and governance. Recent thinking about these processes, however, increasingly
highlights the pivotal role that institutions and institutional change play in stimulating and
supporting market-driven development by creating a basis for enabling market
conditions.

But, it is important that how can institutions that create enabling market
conditions be developed. First of all, an important message is that our understanding of
markets and market institutions is relatively modest, compared to the ambitions of
interventions to promote equitable and sustainable agricultural development. Enabling
market conditions involve issues of institutional change, and lowering transaction costs
that are related to gathering information about products, prices, trading partners,
contracting, monitoring and enforcing agreements at least as much as they are matters of
technological progress, or reducing the costs of production.

As a complex combination of organizational forms, formal rules, and informal

norms and beliefs, institutions condition the choices and incentives that people face. And
development implies changes to this economic environment, thereby increasing
opportunities, particularly for the less advantaged.
:,.'! Institutions are the main determinants of agricultural development. Even though,
'__,-f"';ﬁther factors, such as infrastructure and technology can help to reduce costs, including
.. transaction costs. However the development of technology or decision to improve
infrastructure is embedded within institutions and social systems in general. Institutions
condition these processes and an understanding of this relationship is necessary for
stimulating technological change. In the first instance, this requires more analytical
insights into the functioning of institutions. It should be emphasized though that more is
understood about how the failure of institutions to adapt in certain directions constrains
people in their attempts to improve their livelihoods. Unfortunately, much less is known
about how to steer or stimulate institutional change in certain directions.

There are two types of purposes that institutions fulfill in economic terms:

promoting exchange and profecting property and persons‘. The two principal categories

' Shirley, 2005
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-% institutions are: institutional environment (including informal rules and formal rules),
:nd institutional arrangements (governance structures and organizations) can be
onsidered in terms of the role they play in either promoting exchange or protecting
oroperty.

Institutional analysis goes beyond “good governance” with the associated
mplication that these are questions simply of political will, and examines the
mechanisms that underlie various processes, leading to either successful outcomes (e.g.
=conomic development, reducing poverty and inequality), or to stagnation or even
Zeterioration.

Markets in rural areas, particularly agricultural markets, suffer especially from
sroblems of information, inadequate competition, and weak enforcement of contracts.
Building institutions that reduce transaction costs for farmers can greatly improve the
way agricultural markets operate. This is especially important for poverty reduction,
aecause poor people are more likely to live in rural areas and make their living from
agriculture-related activities. Well-functioning agricultural markets also have important
senefits for the rest of the economy. As agricultural productivity improves, farmers leave
agriculture for more productive employment in industry and service, promoting overall
srowth.

Three particular challenges face policy makers building institutions for
agricultural markets. First, agricultural activity is usually geographically dispersed and
distant from major urban cities. A problem in providing rural credit is that formal
providers of credit, such as banks, may find it costly to obtain information on
geographically scattered small farmers. Similarly, costs for judicial services and the
marketing of produce can be high because of the distance between farmers and major
towns. In all such cases, informal institutions serve as substitutes for formal institutions —
effectively in some environments, but as incomplete surrogates in others.

Second, farming in many countries has historically suffered from urban bias in
public policy. Those countries’ systems subsidized urban consumers of food by requiring
farmers to sell their output at less than the market price. Other urban biases include
overvalued exchange rates to make imports cheaper for urban consumers, excessive

agricultural export taxes, and high effective rates of protection for domestic industries
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=t provide agricultural inputs. Lower public investment in infrastructure, education and
her services in rural areas increases transaction costs in marketing which can be a major
—<titutional constraint to developing agricultural productivity. Public or private efforts to
=uild specific institutions that ease information costs, such as grades and standards or
—arket information systems, can help to boost agricultural development. Moreover, the
—=lative lack of education of farmers can make some useful formal institutions, such as
~stitutions for disseminating technological information, harder to access.

Third, agriculture is heavily dependent on the climate change. Poor farmers often
-elv on their own savings and the help of family and friends when floods or droughts
<rike. But, these insurance mechanisms are of little use. Wealthier farmers and those in
-cher countries can purchase forms of disaster insurance and benefit from public
<:hsidies. These subsidies are costly for poorer economies, and markets for disaster
‘asurance require an array of complementary institutions unavailable in most developing
countries.

Thus, it is needed that governments or communities can build effective
stitutions to raise farmers’ returns and lower their risk. The interlinked institutions
zoverning farmers’ physical and financial assets- those for land and for finance — are
sarticularly important. Secure and transferable rights to land stimulate income-generating
“vestment and reduce uncertainties about future incomes. So do well-functioning rural
Snancial institutions, which provide credit for both income-enhancing and risk-reducing
‘nvestments and insurance. Institutions for generating and disseminating agricultural
rechnology directly affect the yields and risk inherent in agricultural production.

In many countries, marketing problems are the biggest institutional constraints to
increasing agricultural productivity. Connecting small, isolated communities into larger
markets, and particularly into global markets, stimulates demand for farmers’ output.
This, in turn, generates demand for inputs. The more open the market, the greater is the
demand for effective formal institutions for farmers — from documented property rights in
land to better access to credit. Informal institutions and simplified procedures may be
appropriate in situations where complementary formal institutions are absent or where the

overall demand for agricultural output is Jow. Formal institutions may be more
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s=oropriate in situations where high demand for land give rise to disputes over land and
—+rmal institutions can no longer resolve these disputes satisfactorily.

Innovation, often through experimentation, can identify techniques that overcome
= inherent high transaction costs in rural areas. These can range from simple databases
=at permit technological information sharing among small farmers to improved
-~ forcement mechanism inherent in group-based lending.

As population grew, land in many parts of the world specifically agricultural land
~ecame scarcer, and more important as a prgductive asset. The nature of private rights in
agricultural land varies widely across countries. Both governments and communities have
~uilt institutions to define these rights.

Secure and transferable land rights can be provided by both informal and formal
stitutions. Such systems must provide information on who owns the land, who has a
secured interest in the land, where Jand transactions are registered, and how to access this
‘aformation. In many cases, establishing formal titling is an unnecessary Cost in the
medium term. But, formal property rights systems enforced by the State are needed to
reduce land disputes where population growth or demand for agricultural produce leads
to competitive pressures on land or where transactions with those outside the community
are common.

Improved security of tenure can raise the expected returns from investment and
sase credit constraints. This in turn can raise investment levels and productivity. Secure
tenure to land helps assure investors that the returns to their investment will not be
expropriated by government or private agents. Better land tenure also increases access to
credit, since land can be used as collateral. If land tenure is secure, a functioning land
market that allows transfer of property from owner to another can help raise productivity
by transferring land from less efficient cultivators to more efficient ones. This overall
productivity gain is greater, if there are functioning credit markets. Otherwise, the more
efficient farmers would not be able to raise the capital needed for the purchase.

Productivity increases also depend on sellers being able to engage in other income-

generating activity.
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In many developing countries extensive regulation of land market transactions has
meant that land markets seldom operate freely. Since transparency tends to be low and
administrative capacity limited, these regulations also encourage corruption.

Formal land titles can increase access to credit and raise investment in land. But,
these functions greatly depend on the broader institutional environment. Governments
should embark on large scale titling programmes only where competitive pressures and
sotential disputes mean that community land tenure arrangements are ineffective. Formal
1and titles create secure and transferable property rights by providing better information.
Informal land right systems are based on knowledge of community members and
neighbors. Property owners may clearly demand the establishment of formal titling
systems when informal systems become less effective.

Formal land market institutions include land registries, titling services, and land
mapping. In building these institutions, three characteristics should be kept in mind: clear
definition and sound administration of property rights; simple mechanisms for identifying
and transferring property rights; and thorough compilation of land titles and free access to
this information.

Over time, formal credit provision has increased in rural areas. Increasing
prosperity among farmers; better rural infrastructure; integration of the urban and rural
financial systems; and the development of complementary institutions such as formal
credit histories or collateral systems for rural borrowers, which lower the costs of lending,
have all contributed to this increased access to formal credit.

In many developing countries, effective and accessible formal rural financial
‘nstitutions are still rare - largely because of the lack of complementary institutions. As a
result, informal financial institutions still dominate in most poorer countries and for
poorer farmers. Besides access to credit, safe and liquid saving installments are vital for
farmers’ well-being. In the absence of loans, savings are the only resource for investment.
Savings institutions in rural societies are still informal, and savings are often not in
financial assets.

Technological innovations can also help credit provision. First, the continuing

extension of credit-rating services to rural areas brings the promise of eventual
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‘ategration of urban-rural banking. Second, information technology can reduce
sansaction costs for both state and private actors.

When complex agricultural marketing arrangements in developing countries fail,
s usdally because of the lack of effective supporting institutions. The state has a role to
slay in building better marketing institutions, but not through state marketing bodies.
iastead, the state can facilitate private marketing institutions, such as contract farming
:nd cooperatives. Whatever the organization of marketing, purchasers can still incur high
costs to verify the quality of goods they buy. Two institutions have evolved to meet these
aeeds: grades and standards provide a greater level of certainty about the quality of
sroduce, and market information systems provide information to farmers. This evaluation
svstem can significantly reduce information costs by allowing traders to contract
~remotely” through commodity specification rather than on-site visual inspection.

Marketing information systems (MIS) generally describe dissemination networks
of public data that provide information on agricultural markets. For farmers, knowledge
of market information can help them to plan their production, harvesting, and sales
according to market demand. MIS are of special use to smaller farmers who lack the scale
sconomies to gather such information on their own account.

By thinking more analytically and precisely about the various elements of
institutions, it should be possible to improve the effectiveness of interventions to induce
change, such as those supported by development agencies. On one level, this involves
improving our understanding of how changes in organizations and formal rules depend
on the wider institutional environment of norms, beliefs, traditions, etc. in which they are
=mbedded. On another, more challenging level, the question is how changes in informal
institutions can actually be stimulated.

In terms of agricultural development, this means asking what kinds of institutional
innovations can broaden opportunities for farmers, particularly smallholder farmers, in
value chains. And it is necessary that how can innovations in terms of institutional
arrangements, such as cooperatives and forms of contracting, be designed and adapted to
account for the wider institutional environment, thus increasing their chances of success.
Unraveling these issues is at the heart of understanding why agricultural development

does or does not take place in certain places. Without a better understanding of how
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market exchange in its various forms works, it is difficult to give much concrete meaning
:o the goal of improving market access for smaliholder farmers, or making markets work

well.

2.6 Experiences of Selected ASEAN Countries
Thailand

Agriculture is one of the main productive sectors in the Thailand economy.
During its development, agriculture accounted for a large share in GDP. However, the
agriculture’s contribution to GDP has declined gradually, since industrialization has
developed'. Within the agriculture sector, crops have dominated during 40 years of
development by accounting for about 60-70% of agricultural GDP. The main crops were
paddy, cassava, rubber, maize and sugarcane, but their contribution have declined
overtime. The new crops such as vegetables and flowers have increased®. On the other
hand, as development proceeded, Thailand evolved as one of the largest food exporters.

Much of the impressive economic growth recorded by Thailand in the 1970s and
carly 1980s was owed to the steady expansion of the agriculture sector. This sector
provided adequate food for the rapid growing population and produced substantial
surpluses of some commodities for export such as rice, rubber.

Thailand’s agricultural growth and income distribution are affected by its agrarian
structure and available land resources. Recently, agricultural land extends about a half of
total land area and an average farm size was about 25 rais’ and most of the farmland is
ownership of private individuals and farmers.

The Thai farmers’ ability to adapt to changing market conditions contributed to
the country’s agricultural success, but even more important was the availability of large

areas of virgin land for cultivation.

' Agriculture contributed about one fourth of GDP in 1970s and 1980s and it was about one tenth of GDP
in 2000s. Rapid growth in food industry such as canned fruits and vegetables now constitutes nearly one

third of manufacturing sector.
- During Thailand's "first wave" of diversification in 1960s and 1970s, besides rice and rubber, farmers

expanded production of upland field crops, mostly cassava, kenaf, maize, and sugar, and also mung beans
and sorghum. The second wave of diversification in the late 1970s has been marked by a shift into fruits,

vegetables, oilseeds, tree crops.
* 1 rai = 0.16 hectares; Thectare = 6.25 rais
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In Thailand, traditionally, the King owned all the land, from which he made
arants to nobles, officials, and other free subjects. If left uncultivated for three years, the
land could be taken back by the crown, but otherwise it could be passed on to heirs or
mortgaged or sold. At the same time, there was abundant unoccupied cultivable land that
by tradition and custom could be cleared and used by a farmer, who after three years of
continuous cultivation established informal rights.

The concept of individual ownership of the land was introduced during the reign
of King Chulalongkorn (Rama V, 1868-1910). Land reform was constituted by the King
in 1872, and beginning in 1901 formal title (land titles system) could be acquired. Idea of
land reforms was first started in 1933 to buy all of excess land from the rich people and
government officers to make it suitable for the agricuiture, develop it for crop production
and hire the farmers to put it to more productive use. However, it was not implemented
and there was landholding problem with regard to land distribution and its use.

The 1954 code established eight hectares as the maximum permissible holding
except where the owner could manage a larger holding by himself. This limitation was
generally ignored, however, and was rescinded four years later. A title deed giving
unrestricted ownership rights ordinarily was issued only after a cadastral survey. The
testimonial of land ownership for a landowner gave him the right to occupy the land
permanently and to pass the property on to heirs; in effect it was an assurance that a title
deed eventually would be forthcoming. Transferring the land through sale, however, was
extremely difficult, and the exploitation testimonial was not usually accepted by banks as
collateral. In the case of squatters, a special occupancy permit could also be obtained,
unless the land was in a permanent reserved forest or was intended for public use.
Satisfactory development could then lead to the issuance of an exploitation testimonial
and ultimately a full title deed.

Issuance of title deeds quickened somewhat during the last 1950s. By 1960 the
total number of title deeds for agriculture land had reached 1 million, although there were
3.4 million agricultural households. In the 1980s, a substantial component of the nation’s
dominant smallholder group lacked full title to the land it worked. By 1982, the total
number of title deeds was 3.9 million. The lack of full title by the remaining about 40%

created not only a sense of insecurity for the landholder but also presented a barrier to

29



securing needed credit. The titling of land in the mid-1980s was based on a land code
promulgated in 1954,

Regarding the tenancy, historically, agriculture tenancy nationwide appeared to
have been low except in the commercial rice-growing areas of central plain and in the
north. This situation was the result of land reform beginning in 1874 and the great
availability of free land, the absence of population pressures, and the relatively small
amount of funds required by the individual farmer to start cultivating rice. Together with
customary practices that tended to limit the amount of cultivated land that could be
claimed, these factors resulted in national pattern of small independent farms.

Of great significance to this development was the law that the farmer had to
cultivate his own land; if it was more than he or hjs family could handle, the farmer had
to supervise cultivation of excess. Four hectares were considered the maximum tillable
by one family. Although with hired help to about eight hectares could be managed, the
amount varying with soil differences and climatic conditions. Large holding did exist as
grants to nobles and officials under the Sakdi na system.

The King’s reforms played an important part in the breakup of at least some large
estates. [n such cases, the law provided that the uncultivated land would revert to the state
after a period of three years. In the area around capital, however, where many large
holdings were located, land could be rented out, and the landholdings therefore remained
intact. In some areas, a large number of farmers were deeply in debt and rates of full
tendency for the country as a whole were 6.6% in 1950. In 1950, a Land Rent-control Act
covering part of the central plain was passed but proved generally ineffective.

The development of Thai agriculture in the mid-19th century was mainly due to
expansion of the agricultural frontier rather than increasing productivity. Up to the 1950s,
the swamps were drained for rice production, and then maize, cassava, jute and sugar
production moved into felled forestland. In the process, 20 million hectares (ha) of
forests were cleared over 150 years. The central government’s role in the countryside
was limited until the 1950s. Rural society was fairly egalitarian, and most farmers owned
their land.

From the late 1950s, the government sought to finance industrial growth through

driving expanded agricultural exports. A mixture of public and private policy initiatives
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was used. The government invested in roads, agricultural research and institutional credit,
promoted agribusiness, and increased government administration in the villages. Few of
the profits from crop exports were returned to the countryside.

"Associated with tenancy was the equally serious problem of landless farmers. In
1975, the civilian government enacted the Agricultural Land Reform Act of 1975. The
legislation called for the establishment of the Agricultural Land Reform Office in the
Ministry of Agriculture and Cooperatives to serve as the implementing agency. Under the
act, landless and tenant farmers could be allocated up to eight hectares of land that would
be paid for on a long-term instaliment basis. The land to be allocated was to come from
purchases from private holders and from forest and crown lands'. Individual landowners
were required to make available to the program all, but eight hectares of their holding.

Under certain circumstances, larger holdings could be expropriated later, if the
provisions of the exception were not met. Payment for the private land taken was to be
25% in cash and the remainder in government bonds. In 1976, the land reform
programme covered 1.6 million hectares and by the early 1979, almost eighty areas
throughout the country had been designated land reform areas under the programme.
Although tenancy remained a major issue, the full tenancy rate reduced to be 12%, and
tenancy in the central area was still high.

The agrarian institutional reforms in Thailand have been the central objective of
the enactment of the National Economic and Social Development Plans (NESDP) since
1960s.

Irrigation facilities were emphasized in the First Plan of NESDP (1961-66)
through the construction and improvement of the agricultural water distribution systems
such as dams, reservoirs and irrigation canals to expand the irrigated area sufficient for
agriculture. The growth rate of agricultural sector during the plan was about 5 %. In th¢
Second Plan (1967-71) of NESDP, for the acceleration of agricultural production as well
as impfoving the economic and social conditions of the rural people, new large scale

irrigation projects were constructed. Significant amounts of resources were spent on the

" In order to support government’s efforts, the King joined hands and surrendered his own private land of
44 million rais in five provinces of the central part of Thailand.
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‘mprovement of rice varieties and other crops. As a result, the agriculture sector grew at
< 1% per annum.

During the Third Plan (1972-76), the agriculture sector growth was only at 3.9%,
with the government accelerating the development of irrigation projects. The
zovernment’s policies and programmes were directed towards the promotion of export of
sericultural products. Simultaneously, the government passed the Agricultural Land Rent
Control Act of 1974, providing for six years, indefinitely renewable rental contracts in
1974. According to the act, rents were to be payable once a year only, and procedures for
getermining the amount were specified. Moreover, if a poor harvest occurred, the rent
was to be reduced, and none would be paid if the harvest was less than one-third of

- mormal.
The policy emphasis was on land ownership through the land reform,
Suring the Fourth Plan (1977-81). Sustainable development, especially balancing
~2source stock and use and environmental considerations, was discussed since the period
of this plan. Although tenancy remained a major issue, the full tenancy rate reduced to
i2%, but tenancy in the central area was still high. Since 1980s, the government plan was
directed at the development and improvement of small and medium water source and
zcceleration of the development of watershed.

Since the First Plan, the varietal research, agricultural extension and experiment
works by agricultural center were undertaken for lasting increases in agricultural
aroduction. Significant amounts of resources were spent on the improvement of rice
varieties and other crops during the Second Plan of NESDP. The development of rice
variety in Thailand had started in the 1960s through the collaboration of the Thai
sovernment and the international Rice Research Institute (IRRI). In 1969, the first high-
vielding varieties were developed in Thailand and the new varieties were released to
farmers in the 1970s. The dissemination of new varieties in the 1970s contributed to the
vield increase in the 1980s, since the average yield of dry season crops was twice that of

rainy season crop. Because of yield improvement policy, yields of the main crops such as

rice, maize, rubber and sugarcane increased rapidly since 1980s.

The agricultural research  system in  Thailand is dominated by

government  agencies under the Ministry of Agriculture and Cooperatives (MOAC),
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—zinly funded from the annual government budget. The MOAC also plays a dominant

—1= in the dissemination of research results. Altogether, the MOAC accounts for around
5% of the total government budget for all agricultural research and extension
2&E). More than half of the MOAC’s R&E budget is allocated to crops and the
svailability of data relating to this form of research far exceeds that available for
vestock, forestry or fishery.

Before the 1960s, public R&E programs concentrated on rice, particularly
-rigated rice. Since the 1960s, there has been some diversification of R&E from rice to
~ther crops, particularly rubber and field crops such as corn, sorghum and cotton'.

Foreign research plays an important role in transferring technology and
wnowledge to research agencies in Thailand. In the early 1960s, collaborative research
was initiated between Thailand and the International Rice Research Institute (IRRI)
“hich was  established in 1960 and was later included under the umbrella of the
Consultative Group on International Agricuitural Research (CGlAR)z. The CGIAR,
=stablished in 1971, now sponsors 15 international research centers and works in
-ollaboration with national agricultural research agencies in many countries. The flows of
zgricultural technology between developed and developing countries through
nternational agricultural research, notably the CGIAR, increased markedly after 1960 but
aegan to decline from the early 1990s°.

The most prominent examiple of technology transfer to Thai agriculture has been
in irrigated rice varieties developed by IRRI. The first IRRI scientist assigned to
Thailand, from 1966 to 1982, brought a large collection of IRRI rice genetic materials,
which were crossed with Thai varieties yielding the first non-glutinous high-yielding
varieties that were then released to Thai farmers.

Thailand's agricultural sector is likely to face difficulties over the next five years
because financial support for research and development for the sector is low compared
with rival countries in the region. Without appropriate investment in agricultural research
and development, the country's agricultural sector, and rice in particular, would

potentially be overtaken by competitors such as Vietnam in the next five years.

* Poapongsakorn et al., 1995
E Isarangkura, 1986
® Pray and Fuglie, 2001
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The country's R&D budget remains at only 0.26% to 0.28% of GDP. According
statistics from the Budget Bureau, the' budgeting plan for supporting science,
=chnology, research and innovation of Thailand amounted to baht 11.51 billion in fiscal
L=ar 2008. The Agriculture Ministry rather than private food companies remains the
argest performer of agricultural research, with a research budget worth 1.617 billion in
“scal 2008, mostly for research crops, livestock, forestry, and fisheries. Public
_aiversities also have significant programmes in agricultural research, funded through the
Sducation Ministry and through grants from the Thailand Research Fund and the
\ational Research Council.

In addition to public research, agricultural research policy in Thailand has
=xplicitly sought to encourage private investment in agricultural research and technology
sransfer by focusing public resources on activities to complement, rather than compete
#ith, the private sector. This is evident in the seed sector, where the public sector
maintains a large seed capacity but avoids markets where private seed companies are
active.

Traditionally, Thai farmers used simple tools, animal drawn implements and
water wheels. Mechanization with power technology began in 1891 when the government
:mported steam power tractors and rotary hoes that were found to be unsuitable for paddy
conditions and also quite expensive. In the early 1920s, agricultural machines were
:mported for trial operations; the research and development in agricultural mechanization
started but did not progress much due to lack of well trained local personnel and the onset
of World War 1. In the early 1950s, four-wheeled tractors from China and two-wheel
rractors from Japan were utilized and promoted as contracting services use by the
government  but the project was unsuccessful. These stimulate local workshops to
simplify the design of imported tractors to reduce cost and also make them suitable for
local conditions.

Since 1970s, rice threshers, rice transplanters, reapers had been introduced in
agriculture and Agricultural Engineering Division (AED) modified own designs. Rice
combine harvesters and mechanical dryers have been popularly used in the late 1980s.
Moreover, the cyclonic rice husk burners were introduced in 1990s. Presently, cyclonic

rice husk burners have become popular especially by the rice milling plants.
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~—evelopment of farm mechanization of the country started with power intensive
~—=chines such as irrigation pumps, power tillers and threshers. Most farm machinery
~=sed is locally  manufactured,  except some sophisticated machines  which
= imported'.

Since the fourth NESDP, the expansions of other economic sectors of the country
~adustrial, construction, tourism and services) have greatly increased. These draw out a
=agnitude of labor force from the agriculture sector and have created an on-farm labor
shortage crisis. Mechanization has therefore become an important input for Thailand’s
=zricultural production system. Mechanization in Thailand is rapidly expanding with both
‘acreases in number and size of machinery in use?,

Mechanization initially started from the Central plain and expanded to other
s=gions. Mechanization is not only sprawling but its pattern is also changing. In the
central plain, mechanization has been moving from power intensive to control intensive
=achines. The population of power tillers, irrigation pumps and power threshers in the
<2ntral plain has become almost stable, but the number of rice combine harvesters has
seen increasing rapidly. In other regions, the number of power tillers is increasing rapidly.
Thai-made rice combine harvesters are being adopted to harvest rice in these regions.
“lechanical dryers have begun playing an important role to keep and improve rice
suality’.

The Bank for Agriculture and Agricultural Cooperatives (BAAC) is the main
source of financing farm machinery purchases by farmers. Rising wages in the Thai
sconomy have sharply increased the demand for labor-saving farm machinery. A first
wave of farm mechanization occurred in the 1970s and 1980s, with the diffusion of
mechanized land cultivation and rice threshing. Power-tillers, or two-wheeled walking
tractors, were introduced in rice production. Larger, four-wheeled riding tractors were
widely adopted to facilitate the rapid expansion of land planted with non-rice crops,
especially cassava and sugarcane.

In the late 1980s and 1990s, a second wave of mechanization affected crop

“harvesting. However, the role of the private sector in machinery development is limited

' Kaitiwatt, 1996
f Mongkoltanatas, 1998
~ Chaisattapapong, 1997




== minor modifications to design and manufacturing processes. Major design
“=provements originate mainly from imported machinery and the public sector

As agricultural credit, the BAAC was established in 1966 and effectively operated
= 1967 to provide credit to farmers and agricultural cooperatives. During 1960s, farmer’s
=stitutions such as BAAC were mobilized to provide agricultural loans to the poor
“zrmers. For export promotion of agricultural products, the government planned to
channel to more credit to agricultural cooperatives particularly short-term to individual
“armers and farmer institutions. During the Sixth Plan (1987-1991), agricultural growth
-ute slightly increased to 3.4%. In 1964, the Ministry of Agriculture and Cooperatives
snt groups of farmers’ working capital to buy fertilizer. Moreover, the rice harvest
collateral credit policy began in 1984, but it did not come into effect until 1986. It
éri{empted to provide financial liquidity to farmers and to help stabilize the price within
=2 production year.

During the Third Plan, Thailand increased the agricultural production in order to
<abilize the price of agricultural commodities. Accordingly, the diversification of
=conomic crops was promoted to minimize farmer’s risk due to fluctuation of prices in
<ve Fifth Plan (1982-86). Moreover, the Sixth National Plan (1987-91) proposed to
=stablish a link between production and marketing by changing the approach from “sale
aased on production” to “production for sale” particularly in foreign markets. The Thai
~aintained the government price policies for five major agricultural commodities — rice,
sugarcane, sugar, maize and rubber — for a long time, especially when their prices
slumped because these commodities were important to the bulk of farmers and consumers
of the Thai Economy. Especially, rice price policy had two major goals which were to
support the rice farmers through price support and food security for poor consumers
2specially in urban areas. Other intervening measures during 1960 to 1985 included rice
aremium, export duty, rice reserves, and export quota.

In early 1986, the rice premium, export quota and export stock measures were
cancelled. The burden was separated into two parts and divided between foreign
' importers and Thai farmers. Consequently these four measures had a negative effect on

:he resilience of the rice sector.
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Since the Sixth Plan (1987-1991), the main measures of agricultural development
wsre to increase the efficiency of natural resource use at farm level and to improve
“eming system from traditional mono-cropping system to multiple-cropping systems
wnich is complementary to crops, livestock and fisheries activities. After that, the
seventh Plan (1992-1996) gave importance to income distribution and development of
=_man resources, natural resources and the environment, since the problems of these
ssues had become more severe. The average annual growth rate of agriculture was about
~ 3% during this period. Integrated farming, natural agriculture and agro-forestry were
zzlled in order to alleviate the problem of natural resources deterioration. During this plan,
¢ government strongly supported farmers’ institutions, especially agricultural
cooperatives and farmers group, for agricultural production and marketing.

The agrarian reforms in the Eighth Plan have emphasized sustainable agricultural
sroduction and competitiveness in the world market. The participation of the private
s=ctor and farmers were to be encouraged to apply the appropriate and environmentally
=ss harmful technologies through information on campaigns, demonstrations and
technological dissemination for promotion of sustainable agricultural development.
‘nvestment in agriculture to lower water demands which required and necessitated huge
‘avestments in equipment, infrastructure and human resources.

Thailand has gone through a series of socio-economic and political changes over
tae last 60 years. The National Economic and Social Development Plans are always top-
down. Agriculture which absorbs almost 70% of employment has faced new challenges.
The export-oriented agriculture, Green Revolution technology, centrally planned
:achnology transfer models are not able to improve the living conditions of the rural poor,
out instead widening income gap between the resource-rich and resource-poor farmers.
The agricultural development through expansion of agricultural frontier rather than
increasing productivity has resulted in resource degradation. All thess happenings and
consequences have called for new agricultural development paradigm.

Thai agriculture has been at a crossroads for about a decade. It cannot rely on the
two primary factors that supported its growth in the past—surplus land and stable
markets abroad. These factor and market constraints have led policy makers to advocate a

larger role for agribusiness in agricultural development. A perception has emerged that
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Thailand is losing its comparative advantage in staple food crops and that future success
= agriculture will depend on the ability of private firms to create more value added and
=novate technologies.

During the 1950s, 60s, and 70s, surplus land and demand for food exports
sncouraged Thailand's "first wave" of diversification out of rice and rubber. Farmers
=xpanded production of upland field crops, mostly cassava, kenaf, maize, and sugar, and
2's0 mung beans and sorghum. Expansion was achieved through extensification, though
zrge public investments in roads and primary irrigation supported steady growth in
sutput. Modest improvements in yields were added to many of these crops, including rice,
sut vields declined measurably in cassava, sugarcane, and mung beans.

A second wave of diversification began in the late 1970s. This wave has been
—arked by a shift into fruits, vegetables, oilseeds, tree crops, beef, poultry, swine, dairy
zattle, and prawns. Many of these commodities require advanced processing technologies
2nd thus yield higher value added at the processing stage. Some are import-competing
sommodities, and some become inputs for export-oriented manufactures. To support this
<hift, the Board of Investment (BOI) revised its Investment Promotion Acts in 1972 and
1977 to promote capital-intensive processing on a broad scale. One consequence of these
=rivileges has been rapid growth in food industries, which now constitute nearly one-
hird of total value added in manufacturing.

There are widespread agreements that the most important areas in which
sovernment must have effective policies are physical and social infrastructure (roads,
rrigation, and human resources), biotechnology research, extension, the enforcement of
zrades and standards in traded commodities, and the provision of law and order to secure
contracts and property rights. It is regarded that the Thai state has performed measurably
well (until recently) in the provision of rural infrastructure, namely large-scale irrigation,
-oads, and primary education. It has performed less well in research and development
R&D) and the provision of property rights.

Thailand is the outstanding rice exporter in the world. Its export volume has
-anked first for nearly three decades since 1982, and accounted for 30% of the world rice
:rade between 2003 and 2007. At present, Thailand can spare about half of its rice

sroduction for export. In the Thai economy, however, the rice industry is no longer a
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~==jor sector. [t produced 13% of total value added in 1960, decreased to 6% in 1980 and
2% in 2000 respectively. The share of rice export in total export declined considerably
“om 30% in 1960 to 15% in 1980 and 3% in 2000. There was an export duty called the
=2 premium which provided 10% of the governmental revenue until the mid-1960s, and
=2 rice industry received a subsidy from the government in 1970s.

Compared with the declining importance of rice in terms of macro economy, there
= still a considerable percentage of population involved in rice cultivation. In 2003, the
zzriculture sector comprised more than 40% of total labor force, while nearly 70% of
“zrm households were engaged in paddy cultivation. A half of farmland is shared for
czddy in 2000, and farmers earned nearly 30% of farm income from paddy in 2001.
‘=zddy is now still an important commercial crop for farmers.

_ There are three main factors which have established Thailand’s outstanding
sosition as a rice-exporting country. These are production increase, yield increase and
changing farm management of rice cultivation.

The increase in production can be attributed to the increase of planted area and
sield. Until 1950s, the yield increased little while the planted area expanded at a rapid
ozce. In the 1960s, the planted area continued to increase as the yield turned upward. In
e 1970s, the yield became stagnant, but planted area continued to groi)v. After the 1980s,
e increase of planted area slowed down while the yield increased remarkably.

The yield increase in the 1960s was attributed to the construction of dams and the
‘mprovement of paddy fields by peasants themselves. In 1970s, the yield was stagnant
=ecause there was little room left for infrastructure development by both the government
znd peasants. At that time, the high-yielding varieties of rice were not yet widely
Zisseminated.

The development of rice variety in Thailand had started in the 1960s through the
zollaboration of the Thai government and the International Rice Research Institute (IRRI).
In 1969, the first ‘high-yielding varieties were developed in Thailand and the new
warieties were released to farmers in the 1970s. The dissemination of new varieties in the

1970s contributed to the yield increase in the 1980s, since the average yield of dry season

crops was twice to that of rainy season crops.




After the late 1990s, however, the yield of dry season crop became stagnant. This
reflected the fact that there was no e there was no experimental innovation for upgrading
e yield of varieties for dry season crop while farmers became more and more active in
‘avestment and management for rice production. In summary, the growth of rice
oroduction from the mid-1990s is attributed to the yield increase of rainy season crop and
e area expansion of dry season crop. The recent change of rice cultivation can be
confirmed in some provinces which are the major rice production areas for export in
Thailand.

In conclusion, Thailand’s success in agriculture has been achieved primarily
tarough private initiatives, with the state playing a strategic role in setting an investment
climate, investing in roads and research, and also supporting agricultural credit to
avercome market failures. Specifically:

- The opening of new land was encouraged by tenure rules that allowed family
“zrmers to  clear enough land, 4 to 8 hectares, for a small farm and then gain secure
sroperty rights so long as they paid taxes.

- The state built roads that provided access to new lands and constructed irrigation
works that were especially important before 1980 or so. Thereafter, these investments
were complemented by more spending on rural education, electrification, and
selecommunications. Public investment in large-scale irrigation gave way to policies
supporting private investment in smaller-scale irrigation.

- Public agricultural research has contributed as well. With intensification of Thai
‘azriculture, uptake of agriculture research outputs has increased; as seen with modern

=ce varieties, use of improved rubber trees, and improved varieties for maize, soybean

2nd cassava.
- To resolve failing rural credit markets, the Bank of Thailand instructed all

sommercial banks to allocate 5% of all commercial loans for agriculture at an interest

==te lower than the market. BAAC has subsequently expanded provision of agricultural
it to 90% of farm households and all farm cooperatives, using a group liability

ntee which enables small farmers to access short-term credit without land title deeds

== collateral.
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- More recently the state has promoted certification to allow farmers to develop
cremium domestic markets;

- Government has sought to promote agricultural exports through active
carticipation in trade talks, in multilateral, regional and bilateral negotiations.

- Although agriculture was taxed heavily in the early stages of industrialization,

“oe state had the wisdom to ease this subsequently, once manufacturing was not so

Zzpendent on farming for resources.

Vietnam

The agriculture sector of Vietnam has achieved a very strong and rapid
Z=velopment in recent years following the implementation of some important policies
24 institutional changes on agricultural development in general and on agricultural land
m=forming in particular. Vietnam has been self-sufficient in agricultural products and
=med at commercial agricultural production with emphasis on agro-product exports.
“zricultural sown area is about one-third of country’s total land area. Paddy cultivation
22a is about a half of agricultural land area. With the existing productivity and additional
suosidiary production, Vietnam was not only able to ensure food stabilization but also
swoorted 3-4 million metric tons of rice annually. Recently, Vietnam is a world second
“arzest exporter of rice.
The institutional changes in Vietnam’s agriculture sector were embedded into
~2zneral economic reforms (Doi Moi), enabling the country’s transition toward a market
nomy. Since Doi Moi, Vietnamese agriculture has responded to the reform
=vironment. The most noticeable and publicized achievement is a rapid increase in rice
‘zroduction, such that Vietnam is now the second largest exporter of rice in the world
==nind Thailand.

In addition, Vietnam is a significant player in the world market for coffee, pepper,
hew and seafood. Export earnings from agricultural products have been continuously
creasing since 1990. Because agriculture in Vietnam is now more diversified, sub-
such as industrial crops, vegetables and livestock have developed rapidly and
2 been able to meet domestic demand. During the reform period, the level of farming

ity has improved and new technology has been more widely applied.
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Vietnam is a country in transition from a planned to a market-oriented economy.
- this situation, consideration of institutions becomes important as they are influential on
=ot only what can be accomplished but also how quickly change can occur.

Both the history of the national liberalization revolution and the economic
sevelopment of Vietnam are closely linked to land issues. Before independence in 1945,
zzricultural land was divided into two categories: communal and private. In rural areas,
are were two main classes according to ownership of land: landlords and tenants. The
=ndlord class accounted for only 2 % of the whole population but occupied more than
=aIf of the total land area, while 59% of farm households were landless tenants of the
zndlord class.

After 1945, the new government implemented changes to agricultural policy. Up
=5 1952, the government carried out land redistribution and reduced rents for poor
“rmers and tenants. After 1954, the north of Vietnam implemented a radical land reform
crogram. The target was to nationalize land of the Vietnamese and French landlords and
-=distribute it to peasants with little or no land. As a result, about a quarter of the land
was redistributed to farmers on a more or less equitable basis, benefiting about 73% of
52 north’s rural population.

Following this initial period of land reform, rural areas in the north of Vietnam
sntered a stage of agricultural collectivization involving agricultural cooperatives. In the
sauth, the government based in Saigon implemented land reform in different way, using
—nt control and a land ownership ceiling programme in 1956, and a distribution of land
znd titling programme in 1970. Approximately, 1.3 million ha of agricultural land were
—distributed to over one million farmers under a latter programme, which was known as
“the land to the tiller programme”.

After the end of the war of reunification in 1975, the Vietnamese government
slanned to further develop the movement toward agricultural collectivization. In the north,
zgricultural cooperatives enlarged their size from village to commune level. In the south,
sarmers were still allowed to operate under a relatively free market until 1978 and
-ontinued on a household farm basis although farmers worked in cooperatives. Under
sollectivized agriculture, production fell as a result of a lack of incentives for individuals

2 contribute to production and agricultural output increased annually at a low rate of 2%.
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Reform in the agricultural sector started with the Communist degree, Contract 100.
_=der this policy, agricultural cooperatives assigned agricultural land to farming groups
24 individuals. Outputs were still under the control of the cooperatives. Land was still
swned by the government and managed by the agricultural cooperatives. The
~:roduction of the system had a significant impact on agricultural production, especially
== which increased by 6.3% a year during 1981and 1985. However after 1985, growth
= agricultural production declined and it was only about 2.2% annually in the period of
1386 to 1988. In early 1988, food supplies did not meet demand and there was food
smortage in the north. In the south, a series of conflicts arose in rural areas, caused by
“zguitable’ land adjustment’.

In response to this situation, the Doi Moi in agriculture was carried out according
== Resolution 10 of the Politburo in 1988. Under this reform (Contract 10) system,
“armers were assigned agricultural land for 10 to 15 year terms and the farm household
was recognized for the first time since the collectivization period as the basic economic
_nit. Since this time, most of the means of production have been recognized as privately
~wned. Another aspect of this policy was that farmers could be assigned the land they
~ad owned prior to 1975. However, it was not supported by laws for the assignment and
<52 inheritance of land use rights (LUR). The 1993 Land Law was enacted in response to
shis. This law was the most important for the agriculture sector during Doi Moi. It revised
s versions in 1998% and 2001°.

Under the Land Law, farmers were allocated land for long-term and stable use
and were granted five rights of land use- the rights of transfer, exchange, lease,
‘sheritance and mortgage. The duration of land allocation was 20 years for land used for
znnual crops, and 50 years for land used for perennial crops. The Land Law also put a
zeiling on the amount of land that can be allocated to households: for annually cropped
1and this is 2 hectares in the central and northern provinces and 3 hectares in the southern

arovinces, and for land planted to perennials, the limit on holdings is 10 hectares.

T.G Macaulay, 2006
*1n 1998, two additional LUR were assigned to farmers, the right to re-lease land and the right to use the

value of LUR as joint venture capital for investment. ‘
" In 2000, further revisions to the 1993 Land Law resulted in farmers being assigned the right to gift their

land to relatives, friends or others.
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Following the land allocation, agricultural land use titles were issued to farm
cholds. By 1998, land usc certificates (LUCs) had been issued to 71% of farm
cholds and by the end of 2000 it was more than 90%'.

A new Land Law, which has replaced the 1993 Land Law and its revisions, was
ted in December 2003 and has been in effect since July 2004. Its significance was for
first time that land was ofticially recognized as being a ‘special good’, having a value
hence able to be traded. The Law has confirmed that ‘land is a significant internal
and capital of the state’ and acknowledges the real estate market.

Land policy changes in Vietnam since 1981 are recognized” as contributing
< anificantly to production increase and development in agricultural and rural sectors.
Total agricultural output increased by 6.7% annually during the period 1994 and 1999
2=d about 4.6% during the period 2000 and 2003. Food security was at the national level,
zthough Vietnam was food importer before 1980s.

Land policies that distribute land to individuals and assign LUR allow the
Z=velopment of land markets that can bring about an efficient allocation of resources.
Unader the Vietnamese Constitution, land is the property of the people as a whole and the
—=te administers it on their behalf. The new 2003 Land Law states that the government is
=2 representative of the people’s ownership. Vietnamese individuals, households and
arganizations can hold and transfer rights to use land. By providing increased security of
—nure over land, facilitating access to credit through allowing the use of LUR as
collateral and making LURs tradable, the 1993 Land Law provided the foundation for a
“rmal market for land. However, LUR in Vietnam are not free legislative requirements
znd constraints.

Following the Doi Moi reform, the share of agriculture in GDP has been steadily
f2lling, but the employment share for the agricultural sector remains high. In recent years,
e composition of employment in the agriculture sector slightly decreased.

Again, land allocation policy has resulted in fragmented and small landholdings,
zspecially in the north, because of the emphasis that was put on equitable allocation, in
zurn, these conditions are crucial issues which can lead to less efficient land use and

~onflicts about land. Small and scattered land holdings hamper mechanization and

" Marsh, 2006
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e-anology adoption, and involve additional time and labor for farming activities.
4-reover, small farm sizes constrain in the potential income from farm production.
Concerning agricultural credit, the credit market in Vietnam has been seriously
2 <orted by government intervention. Additionally, agricultural credit policy in Vietnam
_ften use as an instrument of social welfare policy. Commercial credit availability for
households commenced in 1993. Using LUR as a trustable mortgage, a household
borrow a fixed amount. Based on current regulations, the amount can be borrowed
the Vietnam Bank for Agricultural and Rural Development (VBARD) is not larger
VND 10 million for houschold farms and VND 20 million for commercial farms.
= advantages of this arrangement are that households can access credit easily. However,
2:hough LURSs are accepted as collateral, if foreclosure occurs the bank cannot easily

=nt or sell the land.
The use of LUR as a mortgage asset results in a high incidence of small and short-

“=rm loans, primarily production, which were around VND § to 10 million. Such small

.4 short-term loans constrain development of the farm household economy.
dit market in

Formal,

=mi-formal and informal credit providers operate together in the rural cre
“‘=tnam. The formal banking sector, and particularly the VBARD, is now responsible for
=2 bulk of loans made to rural households'.

Favorable conditions for mechanical application for land preparation have been
c-eated by the land policy reforms. The households after being given certificate on

zzricultural land use have been induced to adopt innovative production technologies and

zractices as follows:
- The use of new varieties with high-yield potential and disease- and pest-

tolerating capacity and suitability to each region have resulted in significant

increases in crop production. The case of rice in this regard has been

particularly important, as the hybrid rice yields could be as high as 14 to 15 ton

per hectare.

- Using of fertilizers on commercial agricultural crops in agro-ecological zones.

- Following of appropriate disease and insect management practices for

commercial agricultural crops.
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- Application of technologies on processing of commercial agro-products for

domestic consumption demand and for export.

For agricultural research, since the 1960s, the government has attempted to
srengthen its National Agricultural Research System (NARS), which have now grown to
~clude institutions in six different ministries. Under the current structure, research efforts
zre fragmented and not well coordinated. However, programmes are being reviewed so as
= focus on important agricultural problems requiring adaptive, on- farm participatory
-=search and to improve linkages with extension staff and farmers.

The key constraints include: insufficient funding of many institutes and poor
soordination among the research programmes of various related institutions — resulting in
Guplication or gaps in research; inflexible and slow response to the changing needs of a
market-oriented agriculture; weak linkages with extension; a shortage of qualified
=asearchers; poorly maintained research infrastructure and equipment; and insufficient
‘avolvement of stakeholders in the planning and implementation of research programmes.

Because of limited funding for breeding and research operations, research
institutes supplement their budgets by selling seed directly to both seed companies and
sarmers. Hybrid seed is increasingly popular and is widely planted by farmers. In addition,
there is a need to review the government policy of subsidizing hybrid seeds with a view
“o encouraging development of a competitive seed market. Despite wide adoption of
improved varieties and hybrids, productivity remains low. In the Mekong delta, for
=xample, rice yields have stagnated over the past five years. Maize yields are also low
12.5 tons/hectare). The poor quality of the seed used (genetic base, purity and storage
conditions) is considered an important contributory factor. There is a need to strengthen
‘he seed certification, quality control and regulatory roles of public institutions, which are
weak.

The public extension system is also the dominant service for the agriculture sector.
The service is organized at four levels: central, provincial, district and municipal. In July
2003 the government established the National Agricultural Extension Centre (NAEC)
under MoARD (Ministry of Agricultural Research Department) to coordinate national
xtension activities, working with other partners in the system. Although still dominated

by government agencies, other organizations also participate in extension and training
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support. These include mass organizations such as women’s unions, youth unions and
~ommodity-specific producer associations, for example, for coffee, tea or cotton. In
sadition, NGOs, universities, consultants and private firms are also beginning to emerge
2s extension service providers, although still very small compared with the government
s=rvice and far below the needs of the rural population.

It is generally accepted that the extension service contributed to increased national
“0d production, particularly rice, during the 1980s and 1990s. However, poor
sommunities and remote and upland areas were inadequately served, and productivity
“ere has remained low. The institutional changes have included the establishment of
sdvisory councils for extension at the provincial level to involve key stakeholders,
‘acluding farmers, mass organizations, NGOs, the private sector and researchers.
suempts are also underway to decentralize extension support and mainstream
sarticipatory approaches.

Despite these efforts, however, the service is finding it difficult to adjust to new
sircumstances, particularly those led by an increasingly deregulated and market-oriented
=conomy. The key constraints include inadequate coverage due to the shortage of human
2nd financial resources; inadequate understanding and knowledge of new technologies to
support the diversified needs of farmers; weak technical and managerial capacity of
arovincial extension services and grass-roots extension agents; poor linkages with the
-esearch service; a persistent top-down approach to planning and delivery of extension;
weak systems for data collection, analysis and dissemination to address rural people’s
aeed for knowledge and information; and weak monitoring and evaluation to assess the
gquality of the services being provided to local people.

Farmers have to rely on agricultural market systems that are highly fragmented
and poorly developed though they have marketable surpluses of a range of agricultural
commodities due to the increasing commercialization of agriculture. The agricultural
market systems remain poorly developed, with inadequate supporting infrastructure and
fieavy dominance by state-owned enterprises. Despite the quick growth in exports over
the last ten years, the domestic market is still the main outlet, absorbing nearly 90% of

Vietnam’s food production.
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Distribution of agricultural prices and other market information is undertaken by
‘sformation Center for Agriculture and Rural Development (ICARD), established in
However, the information disseminated has often been late and has not reached
farmers in many parts of the country.

In Vietnam, contract farming is growing fast and has now been tried in a number
¢ Sation involving vegetables, fruits, rice, and baby corn. Two types of contract
= sems can be observed. In the first, the processing company or buyer contracts an

~zanization representing small farmers, for example a cooperative, and the organization
acts small producers individually. In the other case, the processing company or
_.=r contracts farmers directly. However, there is need for
open and trusting relationship between producers and buyers

- well-trained and organized producers

clearly defined and well-understood terms and conditions of contracts in
appropriate forms

impartial advice based on analysis of different options, as contract farming is not
suitable for all products and situations

Overviewing the institutional changes in Vietnam’s agriculture sector, it can be
—<rved that since the 1980s, Vietnam’s economic reforms have generated powerful
~entives to invest in agriculture. Agricultural production after implementing
somprehensive renovation and decollectivization has achieved 4.3% annual growth rate
zu-ing 1989 and 1999 which has been stable and evenly distributed among sectors. The

—=atest achievement has been in food production, which expanded rapidly and

scaked at an average of 4.9% per year during 1996 and 2000. It needs to be mentioned
-2t despite high population growth rate and annual disasters, the country has been able to

sroduce exportable surpluses of nearly 3.7 million tons of rice per year.
As a result of rapid growth, Vietnam has been able to shift from a subsistence-

~ssed economy to one of sound food security and became a strong exporter of

sericultural products. This has laid a solid foundation for the smooth transition from a

zeatrally planned economic system to a market economic system.
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Among the rising food production, commercial production sectors have also been
¢ —= rise. The production of coffee, rubber, cashew nuts, mulberry, cotton, fruits sugar
& nimal products has expanded significantly. Food surplus had helped to keep
cost of living and correspondingly low real wage for labor transferred from
lture to non-agricultural sector. On the other hand, the increase in per capita rice
scuction provided to increase national food security. Later on, the growth of food
sr=cuction played an important role in stabilizing food prices, increasing real wages, and
—=ating opportunities for farmers to participate in more profitable, higher-value farming
@ non-farm activities.
From 1980 to 1984, rice yields rose by about 32% in the North and 24% in the
as a result of Directive 100 and subsequent complementary reforms, followed by
.—ilar gains as rice yields increased from 3.2 tons to 4.9 tons per hectare between 1990
-2 2006, as a result of Resolution 10 and other policy and economic changes.
Apart from meeting domestic demand, many of these products have also been
sauted to world markets. Although average annual exports of Vietnam were considerably
‘=<5 than US$1 billion between 1989and 1994, they exceeded US$ 1.3 billion in 1994,
5% 2.0 billion in 1995; and US$ 4.3 billion in 1998. Taking the decade as a whole, the
2-nual growth rate of Vietnamese exports was in excess of 13%.

As planned, the growth of agriculture in Vietnam has a widespread and favorable
“=pact on the rural masses. Part of the reason could be Vietnam’s growing emphasis
== the production of non-food commercial crops which accounted for a rising share of
25% in 1993 to 38% in 1995 in total value of agricultural production. It may be noted that
ommercial plantation crops are not only high value crops but are also known for their
~=izh labor intensity. As a consequence, it can be expected that both the farmers and rural
zbor will be equal beneficiaries of any development in agriculture. It is in the light of
=is expectation that the standard of living of Vietnamese farmers improved substantially
2nd incomes of people in rural areas increased markably. The number of rich households
acreased from 8.1% in 1990 to 9.7% in 1991 and 15% in 1992. The poor households had
~een reduced from 26% in 1993 to 15.3% in 1999. The rural infrastructure such as

sansportation, irrigation, electricity, healthcare, and schools also improved.
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During the 1990s, rice prices increased substantially and it helped households in

—! areas. However, the number of people living in absolute poverty is still high and it

cts that some households still have poor access to land or have access only to poor-

zlity land.

Since 2001, Vietnam’s agricultural growth has been continuing at 3.7 % per

=~um despite a difficult external environment of low commodity prices in the world

=ket. Moreover, it enabled more than 4 million tons of rice export every year.

ultural diversification and commercialization aggressively took place. Many cash
—=0s such as coffee, rubber, black pepper, and cashew nut have gradually occupied
—oortant positions in the international market. Vietnam has become the second largest
~ffee exporter and the first largest exporter of Robusta coffee since 2000. Similarly,
ietnam has become the biggest exporter of cashew nut and pepper, accounting for more
n S0 % of world exports since 2003/04.

However, many challenges still exist for agriculture in Vietnam such as falling

ultural product prices, increasing competition in the world market, and a slowdown

of agricultural production growth rates. Moreove

—~main relatively poor and a high proportion of the population will continue to be

r, farmers in Vietnam are likely to

=volved in agriculture and live in rural areas.
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Chapter 3
Institutions and Institutional Changes in the Agriculture Sector of

Myanmar

Myanmar is an agriculture-based economy with more than 70% of population
living in the rural area. The agriculture sector contributes one-third of Gross Domestic
Product (GDP) and two-thirds of total employment. Thus, it also provides food supply for
all citizens and raw materials for manufacturing sector. Agricultural exports accounts for
about 16% of the country’s total exports.

With the importance of this sector, governments of Myanmar have made efforts
‘or the development of the agriculture sector. Depending upon their changes in the
administrative structure and policies, agricultural institutions are developed in accordance
with the economic systems. Myanmar has experienced many institutional changes in the
agriculture sector during the period of the study. These changes include land policy and
property rights system, water supply and irrigation, research and extension facilities, farm
mechanization, credit institutions and marketing institutions. These will be explored by

different periods of political and economic systems.

3.1 Land Policy and Property Rights System

Formalization of land rights helps to engage the poor in burgeoning property
markets for improving security of tenure for the poor'. Secure ownership and the ability
to exchange land in a-personal markets is critical for the investment climate for small
entrepreneurs, in addition to being a pre-condition for the emergence of financial markets.
Development of the agriculture sector depends on the policy and planning or overall
institutional environment affecting the sector such as land policy and ownership rights,
freedom to cultivate crops of their own choice and the methods they desire. Land policy

and property rights system significantly affected the agricultural development of

Myanmar.

" de Soto, 2000,
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Colonial Period (1886-1948)

During the period of Myanmar Kings, it was obvious that the political system was
feudal and there were four kinds of land during the feudal days'. According to the dama-
u-gya land system, land held became the private property of the cultivator, which he
could mortgage, sell or bequeath to his descendants. During the feudal period, the main
crops grown were rice, wheat, sugar-cang, cotton, tobacco, pulses, maize and indigo. The
agricultural system in this period, with the exception of cotton, was for domestic
consumption and hence credit was not necessary. Credit was necessary only in the cases
of crop failure due to droughts or warfare or wild pigs. In such cases, the neighbors in the
village would be sources of credit’. Agricultural activities were mainly a domestic affair
using family labor and in the case of transplanting and harvesting, farmers would help
each other.

Under the British Rule, Myanmar agriculture was domestic agriculture before the
opening of the Suez Canal and they practiced “subsistence farming”. [n Lower Myanmar,
land was so abundant and new land yields a small crop, sufficient for the cultivator’s
family, with very little labor. At that time people did not need to cultivate more
intensively because, whatever land showed signs of exhaustion, any peasant family could
abandon it and take up fresh land. Thus the system of cultivation generally practiced then
closely resembled subsistence farming under feudal system. Little labor was required and
what was needed could be produced by the cultivator’s family. Little capital was required
and the amount required was fairly constant from year to year.

After the opening of the Suez Canal, domestic agriculture gave place to
commercial agriculture. The construction of the Suez Canal, by opening up European
markets, gave the cultivator a secure market for any surplus that his land might yield.
They wanted more land and therefore they wanted more capital to buy or clear land to

pay laborers for cultivating it. This changed from domestic agriculture to commercial

! Crown lands (Jand belonging to the King), jands held under various kinds of services tenures, waste land
and land under allodial title (dama-u-gya land for which the owner had to pay the share of the produce to

the King)
* Furnivall, 1957
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zgriculture which has led to new relations between landowners, cultivators, laborers and
capitalists both in Upper and Lower Burma'.

In 1886, the British annexed the whole country and the conquest of the British
—arked the end of the feudal system, especially in Lower Myanmar: The political and
~conomic institutions of Lower Myanmar were gradually transformed as the area was
capidly drawn into capitalistic, commercially oriented global economy®. Thus, the feudal
lands became private property and the commercialization of the county’s agriculture
began to take hold”.

The objective of the British government regarding the agrarian system was to
strive to make rights to land easily attainable and at the same time to ensure that holdings
came to be controlled by agriculturists and not by speculators and money lenders. Under
she British rule, five different systems of occupying land came to be recognized:- (a) the
Squatter system, (b) the Patta system, (c) the Lease system, (d) the Grant system, and (e)
the Colony system4. Two dominant types of land system out of the five introduced during
the period were the squatter system and the patta type. The Squatter system of land tenure
corresponds to the tenure by dama-u-gya system in the feudal days. On the other hand,
under the patta system, the government granted tenure before the cultivator cleared his
tand. Either form of tenure gave the landholder a permanent and heritable title to his land
which he could sell, mortgage or transfer.

With land always passing through the law courts or being sold for debt, there has
always been land in the market and it was said long ago that land in Lower Myanmar
changes hands almost as frequently as securities on the Stock Exchange. This free trade
in land had exercised an important influence on the agricultural development of Lower
Myanmar. It led to the financing of agriculture on industrial lines and has thus
contributed to the growth of industrial agrlculture

The policy of the British Government regarding the occupation of land has passed
through two stages. In the early days, the main object of their policy was to encourage the

expansion of cultivation. For the revenue point of view, the waste of swamp and jungle to

' Furnivall, 1957

2 Adas, 1974

3 Furnivall, 1957, and Tun Wai, 1961
* Furnivall, 1957

> Ibid
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~¢ reclaimed and brought under cultivation such that the cultivators should be able to pay
evenue out of the produce of their land. With this object, government endeavored to
make it as easy as possible for people to take up land. But as the population at that time
was so sparse, the government decided to encourage immigration to promote cultivation.
The colonial government also attempted to attract immigrants chiefly from Upper
Myanmar and then from India.

To promote immigration into Lower Myanmar, the government waived payment
of the capitation tax for the first two years after a migrant’s arrival. During the colonial
period, land revenue was assessed at 10% and then 20% of gross produce. Then in later
days, it was changed to one half of the net profits, and net profit was defined as gross
oroduce less cost of cultivation and cost of living'.

At that time, the price of paddy responded to the new demand and by 1880 the
arice of paddy rose significantly. Cultivators could obtain a good price for the entire
saddy that they could cultivate, and therefore wanted all the land they could acquire so as
:0 grow as much paddy as possible. The creation of a body of peasant proprietors became
the main object of the agricultural policy of the government. But, this policy was met
with a very small measure of success and over a great part of Lower Myanmar, much of
the land was owned by traders, money-lenders and other non-agriculturists who own
large estates which were cultivated by tenants’.

As a result of commercialization of agriculture, the cultivated land area increased
from 2 million to 19 million acres, especially for paddy, which constituted two-thirds of
total cultivated area. Due to a favorable international market for rice, Myanmar
agriculture was monoculture or mono crop cultivation, mainly depending on cultivation
and export of rice. Rice production increased 3.7 million tons in 1895/96 to average 7.4
million tons during 1936 to1940. Rice export was about 2 million tons to 3.2 million tons
during this period. Prior to World War II, in the late 1930s and early 1940s, Myanmar
was a leading regional economy and a leading exporter of rice in the world. However,
indigenous Myanmars benefited very littte from the profits of the development of

Myanmar’s agriculture and rice industry. It was because the trading and exporting rice

 Tun Wai, 1961
= Furnivall, 1957
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was controlled by the foreign companies. Moreover, there was the lop-sided agricultural
development, entirely depending only on rice’.

The failure of the government to create a class of peasants proprietors resulted in
agriculture indebtedness. Chettiars, who were money lenders, also played a part in this
issue as they charged high rates of interest. During the earlier colonial period, when
natural economic (barter) system was transformed into market (money) economy,
Myanmar cultivators in Lower Myanmar were most probably well-off and prosperous.

When the paddy purchasing price was normally high, cultivators afforded
repayment to their creditors. After 1900, however, slumps occurred due to the monopolist
actions of the capitalists and the Great Depression. Finally peasants were hit hard. The
withdrawal of credit by the Chettiars hastened the decline of the peasant’s financial
solvency for forcing him into the hands of sabapay (repayment in kind) money lenders. It
was getting worse and worse. Having invested heavily in terms of money and labor in
expansion of their lands, peasants had to surrender their cultivated lands, cattle, and
household items to Chettiars and merchants. Peasants lost their squatter and hereditary
lands predominantly to foreign non-agriculturists and indebtedness became a widespread
phenomenon.

In Lower Myanmar, out of 11 million acres, about 52.5% of total land was
occupied by cultivators and nearly half, about 47.5 percent by non-agriculturists2 . In the
whole country, 66.8% of total land was occupied by cultivators and 33.2 % by non-
agriculturists. A consequence of this was that a large proportion of farmers were tenants,
who now had to pay rents for land they had cleared and owned previously. The
agricultural indebtedness gave rise to the major problem in Myanmar agriculture as land
tenure resulted in the massive transfer of land into the hands of non-agriculturists, a large
portion of who are aliens and who took their profit out of Myanmar. |

In fact, during the latter part of the British rule, an extensive alienation of land
was the cause of all agrarian problems in the country. This extensive land alienation was

the fact that during the colonial days, the Myanmar farmers were no longer able to

support themselves.

' Furnivall, 1957
* Sundrum and Aye Hlaing, 1961
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The expansion of agriculture in the Ayeyarwady delta region induced the

~.ltivators to borrow money from the money lenders both local and foreign, on the

<=curity of lands at usurious rates of interest, to meet the expense for extension of paddy
~.ltivation. When the money lenders recalled their loans in the depression years of 1930s
=e cultivators found themselves unable to repay the loans. Thus, agricultural
\~debtedness spread rapidly throughout the country. In fact the whole economic system
~ecame based on agricultural indebtedness and it inevitably led to disastrous results.

By 1939, about one third of all the agricultural lands in Myanmar had been
--ansferred to the money lenders (Table 3.1). The colonial government attempted to solve
ihe problem by passing the Tenancy Act 1938 and the Land Alienation Act 1939. But
they could not be put into operation due to the outbreak of World War 1. In 1947, in
L ower Myanmar which had been thrown open to foreign influences much earlier, roughly
4alf of the lands were in the possession of non-agriculturists who had no interest in the

\and except the rents. They did not even reside near the lands they possessed (Table 3.2).

Table 3.1 Condition of Land Alienation in Myanmar (Burma) in 1939

(Acres)
Location Total Agricultural Land Alienation As % of Total |
' Land Agricultural Land
" Lower Burma 5,385,150 11,293,092 49% |
Upper Burma 1,157,944 8,167,666 14%
Total 6,543,094 19,460,758 33%

“Source: B.O, Binns, Agricultural Economy in Burma, p.21.

Thus, landlordism, indebtedness, insecurity of tenure, and uncertainty of prices
became the problems which beset the farmers. Indebtedness of rural households is shown
in Table 3.3. As seen in this Table 3.3, ‘debtedness was so large in three Districts in

Lower Myanmar. Likewise, the number of tenants had increased year by year as can be

seen in Table 3.4. Between 1921 and 1931 shows a dramatic increase of 41.17% in the

number of tenants while it was only 12.64% between 1911 and 1921.
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Table 3.2 Classification of Occupiers of Agricultural Land in Principal Rice

Growing Districts* of Lower Myanmar (Burma)

(Thousand Acres)
Total | Area occupied Area As % of area As % of area
Year | occupied by non- occupied by occupied by occupied by
area agriculturists Chettiars Chettiars to non- | Chettiars to total
agriculturists occupied area
1930 | 9,249 2,943 570 19 6
1931 9,305 3,212 806 25 | 9
1932 | 9,245 3,770 1,367 36 15
1933 9,266 4,139 1,782 43 19
1934 | 9,335 4,460 2,100 47 22
1935 9,408 4,687 2,293 49 24
- 1936 | 9,499 4,873 2,393 49 25
1937 | 9,650 4,929 2,446 50 25

| Source: Report of Land and Agriculture Committee (RLAC), 1939, Part 2.

Pegu, Hanthawaddy, Insein, Prome, Bassein, Henzada, Myanungmya, Maubin, Pyapon,
Thaton, Ambherst, and Taungoo.

Table 3.3 Indebtedness in the Rural Sector

Year Districts Average Debt per Household | % of Farmers Indebted |
1930-33 | Hanthawaddy Rs. 676 93
1930-32 | Pyinmana Rs. 252 73
1927-31 | Pakokku Rs. 96 64

Source: B.O. Binns, Agricultural Economy in Burma, 1948, Rangoon, p.48.

Table 3.4 The Number of Tenants in Myanmar (Burma)

Year Number of Tenants Increase of tenants (in per cent)
1911 912,359 -
1921 1,027,597 12.64
1931 1,512,290 41.17
Source: Khin Mar Mar, A Historical Study on Land Nationalization Progrmme in
Burma, 1969.
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It was true that the British government had come to realize the urgent need for
“inancing agriculture as early as 1883 when Land Improvement Loans Act was passed
znd a year later enacted the Agricultural Loans Act. But, these Acts did not help the
sarmers much due to domination by foreign interests in the Burmese Legislature'.

The agrarian problem of indebtedness was further aggravated by the fact that
Myanmar had developed into one-crop economy during the period of agricultural
expansion because although the area under paddy cultivation increased more than four
times, the increase in acreages for other crops were not so great®. This absence of
multiple crop cultivation had made the Myanmar farmers to rely too much on the
fluctuations of the rice market. Thus this problem of indebtedness served as a generator
of other problems like land alienation and insecurity of tenancy.

For this, the British government with the enormous pace of land alienation began
10 oppose the creation of landlordism in Myanmar. In this case, the Land and Agriculture
Committee was formed in 1938 to report on these agrarian problems such as insecurity of
tenancy, land alienation, agricultural finance and regulation of money lending.

Against the enormous rate of land alienations and the strength of the
recommendation by the Land and Agriculture Committee, the British Government passed
the Land Alienation Act in 1941. This Act prohibited the sale of land to a non-
agriculturist, as well as foreclosure of land by a non-agriculturist’. This Act also allowed
the Government to buy up at reasonable prices, all land that was in the hands of non-
agriculturists and to distribute among agriculturists. However, due to the outbreak of the
Second World War, this Act was never invoked.

At the end of the British administration in 1948, the total area owned by non
agriculturists in only Lower Myanmar, amounted to 5 million acres. This area was 48.2%
of the total area cultivated and it was found out that 47.8% of the non-agriculturist owned
land was in the hands of the Chettiars®. Thus this problem of land alienation was leftl

outstanding and unsolved when Myanmar attained her independence in January 1948.

The Guardian, Peasant Day Supplement, 2 March 1969
* Aye Hlaing, 1958 ‘
" Andrus, 1948
* Khin Mar Mar, 1969
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Parliamentary Democracy Period (1948-1962)

Before independence, the national leaders of Myanmar realized that the basic
~zeds in the overall reconstruction of Myanmar after WW I, was economic
~=construction based on agriculture and the fundamental necessity of such reconstruction
was the stability of the agricultural population and good agriculture. Thus, in addressing
=2 AFPFL Convention in 1947, it was declared that “land must be in the hands of those
who work the land and there must be no large holdings whatsoever”. They also stated that
~stionalization of land was also one of the pre-requisites to achieve a Myanmar
cemocracy. At that time, there was no association which can represent the farmers’
zcoblems. Even the government officials reported the severe conditions of the land
zsoblem, but the British did not take action against the interests of their foreign land
‘owners.

After independence, thus Myanmar inherited from the British, three major
ararian problems namely: indebtedness, land alienation and insecurity of tenancy. All of
Zrese problems called for a major land reform programme in the country. Besides, at that
= me more than 80% of the total population in 1948 resided in rural areas and it was
axpected that an estimated about 80% of the total value of industrial and agricultural
satput would be derived from agricultural and subsidiary rural products'.

So in pursuance of the national leaders’ policy, immediately after the AFPFL’s
zssumption of office, a conference of experts and the services was called on 6 June 1947
=t the “Sorrento Villa” in Yangonz. Most of the valuable materials from the “Sorrento
Sians” were later incorporated in the Two-Year Plan drafted in 1948 by a committee. The
solicy of the state in relation to agriculture as envisaged in the Two-Year Plan was
shreefold.

In order to materialize the above policy regarding agriculture, the government
ziso planned to concern itself with such schemes like re-acquisition of alienated lands,
-eorganization of agricultural land, increased production, regulation of rent, agricultural
credit, policies and methods regarding crop production, to create satisfactory working

conditions for agricultural labor, to control and stabilize price and finally plans to

" xhin Mar Mar, 1969

= ibid
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experiment mechanized farms were drawn up. The use of tractors instead of animal
power was also considered'.

Then, the government of the Union of Burma (Myanmar) passed the Tenancy
Disposal Act of 1948, before a major land reform programme could be launched.
According to this Act, the rent was fixed at two times the land revenue of the land the
anant worked. This rent worked out to roughly one-fifth of the gross produce of the land.
However, this Act served only as a mere support to the farmers with no relief on their
sroblems of indebtedness, landlordism and tenancy problems. Therefore, in order to
arovide better conditions to the tenant cultivators and the Tenancy Act 1938 was replaced
with the Disposal of Tenancies Act of 1953.

The Land Nationalization Programme in Myanmar was officially launched in
1948. This urgency was due to a number of factors both economic and social, that had
seen pressing the Myanmar agriculturists since the days of early 1900s, and the British
government had done nothing note-worthy to improve the present conditions of the
Myanmar farmers. The main objective of the Land Nationalization scheme was to create
1 new economic and social life for the peasants, through systematic distribution of lands
and modern method of cultivation coupled with rural development envisaging the
sormation of agricultural producers’ co-operatives for optimum utilization of land and
:abor.

When this programme was undertaken in selected areas, the actual
‘mplementation of the Land Nationalization Act was paralyzed due to the various
‘nsurrections that disturbed almost the whole country. However, as soon as the conditions
of the country came under control in 1952, this Land Nationalization Programme was laid
down as one of the ten major segments of the Economic Development Plan under the
Pyidawtha or Welfare scheme in 1952. With the knowledge gained from the practical test
made in those selected areas, the government was competent to draw more
comprehensive legislative measures for the whole country®. The result was the repealing

of the 1948 Act and the passing of the Land Nationalization Act 1953°.

Two Year Plan, 1948
> Khin Mar Mar, 1969
* Thakhin Tin’s Speech, 1953
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The Land Nationalization Act provided for a change in land tenure which was the
most important measure of land reform. Under the Act all transfer of land whether by
'mdngage, sale, and gift or otherwise, save as provided in the Act were forbidden'. The
mechanism of the Land Nationalization Act 1953 was provided for, in the Act by the
creation of land committees viz., the Village Land Committee, the District Land
Committee and the Central Land Committee. Successful implemertation of the Act
required a staff of well trained technicians. Another requirement for the successful
implementation of the Land Nationalization Programme was the creation of agricultural
credit system in Myanmarz.

The Act prohibited mortgage, lease or renting of agricultural land whether
exempted or distributed. The land holder must continue working the agricultural land as
an agriculturist and must not leave such land fallow without sufficient cause. Condition
of land nationalization and redistribution is shown in Table 3.5.

If an agriculturist failed to comply with certain conditions prescribed in the Act,
his land would be liable to resumption without any payment of compensation. Besides
these specifications and provisions, the Land Nationalization programme involved both
short term plan and long term plan. Short term plan included such works as the formation
of the Central Land Nationalization Commitiee and its operation, collection of
information and experience necessary for land nationalization, training of Land Records
personnel; the election, formation and training of land committees, the establishment of
Model State Mechanized Farms and Collective Farms and making agriculturists to
establish collective and co-operative farming’.

The long term plan included the appointment of Wundanhmus or organizers
whose main duties were to reside permanently in village-tracts concerned and carry out
the nationalization work and also to render proper and disciplined assistance in all

necessary work connected with the building of “New Order” of the rural economy”.

! Land Nationalization Act 1953, Appendix One, Chapter Two
* The Report of the State Agricultural Bank Committee, 1948
7 Pyidawtha Conference 1952

¥ pyidawtha Conference, 1952
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Table 3.5 Land Nationalization and Redistribution (1953/54 - 1957/58)

(Thousand acres)

Available for Remaining

Year Resumed Exempted T Redistributed to be
redistribution o
redistributed

=33/54 261 112 147 127 20

- =34/55 1025 506 509 432 77

12935/56 732 348 379 338 41

1236/57 561 276 283 256 27

1237/58 676 362 313 263 50

Toual 3256 1604 1631 1416 205
Source: BSPP, Burma Agrarian History Part (1), Rangoon, 1970.

One requirement for the agriculturists who had been distributed !and was that they
—ust be of a recognized co-operative society. There were two objects in this scheme; the
Srst was to enable agriculturists to borrow agricultural loans collectively and to repay
collectively. The second reason was to enable them to sell the produce of the land
sollectively. The government’s intention in collective borrowing and repaying was to
znable the cultivators to pay a lower rate of interest and thus the policy of the government
“en was to issue loans only to the co-operative societies.

Other important parts of that reform programme were Disposal of Tenancy Act,
1948 (which let the tenant to have secured tenure) and the Tenancy Standard Rent Act,
1950 (which restricted rents on agricultural land to be not more than two times of the land
-evenue payable on rice lands). Similar limitations were also imposed on the land used
Zor other crops. In 1953/54, all the lands were nationalized and redistributed to the
Myanmar farmers. Due to land nationalization and redistribution, land-holdings of
Srmers became small. However, the land was not collectivized. Until the 1960s, the
armers had control over their land, and they decided the crops and the planning acreage.

However, the Land Nationalization Act, although enacted, was bound to be
enforced slowly because of the instability of the regime. The government did not
officially state what progress was being made in enforcing the act until 1963, when an
-e)\"planation was made by the government through the Tenancy Act.

Contrary to the aim of the agrarian reform, the land owned by the non-

zgriculturists had even increased and it was obvious that the land reform did not benefit
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“52 poor small farmers'. The implementation of the land reform had to stop in 1958/59
“ue to dissatisfaction among the peasantry. As a result, the socio-politico-economic
~osition in the rural sector was not strong as in the colonial days. Paddy production and
~ice exports lagged behind the pre-war level. The condition of the agricultural laborers
was worse than that of tenants, although wages were about two times higher than in pre-
war days. Technology was almost the same as in pre-war days and agriculture production
was achieved through land expansion.

As a result of the damage suffered during the war, the cultivated area in 1945/46
was only 11.7 million acres or 63 % of the pre-war level and production was disrupted

“or two years after independence due to civil war. Crop production was the major

zgricultural activity and paddy was still the major crop, followed by other cereal grains,

aulses and oil seeds. Total sown acreage was about 18 million acres and cultivated area
of paddy was nearly 12 million acres in 1959, the level of the pre-war situation. Paddy
aroduction was slightly increased during this period with the production of more than 6

million tons and exports of 1.7 million tons in 1960/61.

Socialist Period (1962-1988)

Soon after the Revolutionary Council came to power in March 1962, an
agricultural development program aimed at abolishing landlordism and improving the
social and economic conditions of the peasantry was launched. Its objectives were as
ollows:

l. to increase agricultural production through raising productivity;
2. to introduce scientific methods in agriculture;

3. (o improve the agrarian system (structure);

4. to improve the social conditions in rural areas; and

5. to organize the peasantry throughout the country.

Various laws and acts concerning the agriculture sector development were
enacted during this socialist period as the priority for better living conditions was given to

the farmers and workers in the nation following the ideology of the Burmese Way to

Socialism.

Mya Than, 1979
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The first Tenancy Law was decreed in 1963 by which the right of tenancy of land
w25 vested in Agrarian Committees composed of farmers at the village level. Two years
“2=r. the Tenancy Law of 1965 abolished tenancy, which was the most progressive step
¢ the agrarian history of Myanmar. This law affected about five million acres, which
amprised about a quarter of the total cultivated area in Myanmar'. In practice, however,
==ancy was not totally eliminated, and tenancy still existed even after 19717,

The aim of the new Tenancy Act of 1963 was to help tenants by replacing the
‘zadlords under strict control’. The act was to cover all the farmland of the country,
—=zardless of whether or not the Land Nationalization Act was in force. The renting of
---mland was placed under the following strict control:

_Inall cases of farmland to be rented, a landlord was to have no option as to whom
the tenant would be, the local Land Committee being solely in charge of the
matter

- Payment of tenancy rent in Kind, was to be prohibited

- The upper limit of tenancy rent was to be fixed by law.

The Revolutionary Council tried to impose restrictions on persistent private
‘:adownership through a strict control of farm rent. In 1965, a further step was taken with
~mendment of the Tenancy Act, by which the taking or payment of farm rent was totally
arohibited. That is, instead of fixing the upper limit of tenancy rent, a new provision was
‘atroduced whereby a tenant did not have to pay any rent to his landlord.

The Farmers’ Rights Protection Law of 1963 protected the rights of all cultivators.
Although the “Burmese Way to Socialism” aimed to nationalize all “productive forces”,
she agriculture sector was left almost intact. This policy reform confirmed again that the
S:ate is the ultimate owner of the land and it gives cultivators “the right to work” on the
'and as individuals. However, they were prohibited to buy, sell or mortgage it. Because of
this policy, there were further land fragmentation and lack of improvement of land.

In the distribution of land, the Agrarian Committee tended to give priority to the
soorest person in the village, thus affecting productivity since very often he did not have

the requisite skills nor sufficient capital, including seed, draught cattle, and farm

1_ Mya Than and Nishizawa, 1990
Hill and Jayasuriya, 1986
" Saito, 1984
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~=plements. The land policy, in effect, stressed equity rather than productivity. This
==form, in essence, represented a continuation of the land reforms of the 1950s and its
=zin thrust was to break up the landowner-tenant relationship in order to create new
sovernment-owner-cultivator  relationship and, at the same time, to strengthen
Zovernment control over farmers'.

During the socialist era, it was reconfirmed that the State is, according to
Constitution, the ultimate owner of the means of production. The socialist government
s=cognized the rights of farmers to exercise (1) control rights (land use rights), (2)
sesidual claim right (the right to obtain the residual value), and (3) disposable rights (the
=zght to transfer the use right (land) to others®. It could be assumed that the most
‘miportant parts of the full private ownership were in practice reassigned to the
‘adividuals to a greater degree. From the viewpoint of property rights approach, it is very
seasonable to categorize the agriculture sector as part of the private sector. Some small-
scale businesses with the same property rights structure mentioned above were scattered
zmong the trading, service and manufacturing sectors,

Myanmar’s Socialism had its originality and never collectivized the agriculture
sector. Agriculture was left in the hands of individuals. Ownership problems in Myanmar
=efore economic reforms were, therefore, unlike those of other socialist or communist
countries in which collective ownership and state ownership were more common. This
was a very special nature of Myanmar’s transition, as opposed to other countries of Asia
zs well as Eastern Europe. Myanmar had a clear role of the private sector even in the
socialist economy but mostly concentrated in the agriculture sector as already mentioned
zoove, and a few private-owned small-scale businesses scattered in the industry and
service sectors.

By 1963, out of total registered farmland acreage of over 19 million acres, land
which was affected by the Land Nationalization Act accounted for only more than 3

million acres or 17% of the total. In the remaining areas, the letting-out of land for

" Steinberg, 1981

- According to the constitution, the state was the ultimate owner of land, the full private ownership of land
was not recognized. Therefore, the transfer (or sale) of the land use right would not be possible but the state
=r the society accepted the inheritance from relatives or family members through the traditional law or
zustom. With the inheritance custom, the farmers had, in real practice, the right to transfer (sell) the land
use right by following the necessary official procedures.
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snancy, as well as the selling or buying of land persisted as before. When the
Revolutionary Council took over in 1962, the nation’s land problem was far from being
solved. The main concerns of the government in the agriculture sector at that time were to
=dress the problem of landlessness and indebtedness, on the one hand, and to promote
2quity on the other.,

The socialist government assigned its property rights or the use-right of land to
‘adividuals based on the equity or ownership concerns, not on the productivity. The State
2galized the entitlement of ownership to private but constrained some rights from the
sundles of rights which define full private ownership by various regulations.

Moreover, a new constitution was promulgated in 1974 and this 1974 Constitution
confirmed that ownership of the land was vested in the State. However, the slogan of the
2grarian reform in the military government changed from “Land to the tiller” to “Right to
cultivate to the tiller” since the land belongs to the State.

The average farm size was declining due to inheritance and population pressure
such that, the profit margin became smaller for cultivators as the compulsory sale of the
agricultural produce (particularly paddy) to the state was introduced. During the period,
agricultural workers were worse off than small farmers. However, during 1971 and 1972,
as the free market price of paddy was raised, they were better off than small owner-
cultivators because agricultural workers were usually paid in kind.

Although there was no data on indebtedness, it was estimated that 60 % to 80 %
of the farmers were in debt. One reason was that government’s credit was not enough to
cover even the labor cost as the amount of credit was one third of the cost of cultivation.
After raising the paddy price, the extent of indebtedness was not as acute as in the
colonial days. Land fragmentation also has taken place all over the years due to
weaknesses in the land policy and the law of inheritance. However, land-man ratio is still
petter than in neighboring countries.

The state became the landlord since it monopolized the rice export and cultivators

have to sell a certain percent of their produce to the state at the government fixed

~procurement price which is much lower than the market price.

66




Market-Oriented Period (1988-2010)

Since 1987, the agriculture sector was the first to be liberalized by expanding the
sole of the private sector in domestic trading of agricultural products. The export of most
zzricultural products was opened to private trade, with the exception of rice and some
major crops. The import and distribution of agricultural inputs such as seed and agro-
chemicals were also liberalized. In particular, subsidies on fertilizer and pesticides were
zreatly reduced, and the private sector was allowed to play a role in the distribution of
such inputs.

In addition, the private sector, including foreign entrepreneurs, was permitted to
mvest in the agriculture sector and was encouraged to develop large tracts of waste and
Zllow cultivable agricultural land. The tariff structure was also simplified and tariff
sxemption was granted as incentives to investors. Furthermore, among major economic
=eforms, land and agriculture sector reforms were undertaken for initiating institutional
changes such as the establishment of land commission to ensure optimum use of land
=asources; abolishing price controls, reduction of compulsory delivery quota for paddy
znd measures for production expansion.

As during the socialist era, the state is still the owner of the land and can alter the
:enancy whenever the state wants. The most serious problems from the viewpoint of
oroperty rights are yearly-contract tenancy practice and alternate land use rights'. The
drst is that the farmer has to get land use right from the state annually and it has the direct
influence upon the capital investment behavior. With short tenancy, the farmer has little
incentive to put his money to the development of land because there is no possibility to
set agreements for sharing cost of present investment with unknown future owners. The
latter is that if the initial owner (farmer) of the land is not willing to cultivate the second
or third crops, the state may assign the land use right to other persons for next crops. It
has also negative effects on the capital investment of land development for the long-term
nerspectives because there is no possibility to negotiate with and get agreement from next
owners for sharing the cost of the present owner.
| As a consequence of these situations, sown acreage and yield per acre will

probably get, not a significant or rapid improvement in the future. This system may cause

Tin Win, 2000
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= significant increase in the production (output) of agriculture in the short- term, as the
sz=me area of land can produce more output regardless of whether the marginal income
==venue) can cover the marginal cost.

It is, however, true that the improvement of private property rights in the
“zzriculture sector can cause some improvements especially in sown acreage and
z-oduction. Due to the nature of the agriculture, the rapid increase in yield per acre is
w=ry difficult to obtain. It largely depends upon the introduction of high technology as
well as more clearly defined private property rights.

If there is no private property right, there will be difficuities to invest for the
=iroduction of technology, as the benefits of business are not guaranteed for the owner to
2otain wholly. The sown acreage and production are greatly related to the property rights,
wnich can exercise upon the land. Less private rights upon the land cause the owners less
sractive to expand the sown acreage because the marginal income of expansion of sown
screage did not cover the marginal cost. Less sown acreage definitely affects the
sroduction. Therefore the lesser degree of private property rights has direct influence
~2on the production.

There are still many constraints to realize the private property rights in a more

=“icient manner, especially in the case of land transfer because the State is still the owner
=<zl lands. Therefore, it is hard to hold large acreage by cultivators to reap the benefit of
=-onomies of scale. As a result, the land holding of each household does not show any
==cognizable changes. According to official data, most of the cultivators are still working
== the farm size of less than 5 acres; it constantly occupies more than 60% of the
‘2 zivator-households.

The government also allowed some private companies to hold a large area
—=ausand of acres) of agricultural lands, the wet lands or “Ye-net-kwin” that requires a .
‘a-zer amount of capital. This special permit also conveys the right to export the rice
. =lded from these lands as the government had also allowed the private sector to export
= since 2003. Therefore, these companies can export rice from their land, mostly

scerating by the cultivators. At present, the government enacted the Cultivable, Fallow
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22 Waste Land Management Law and Agricultural Land Law on 30 March 2012

sccording to Pyihtaungsu Hluttaw Act 10and 11",
" As the most attractive incentive for this permit is the right of rice export and if

s kind of permit is expanded more widely to other kinds of land, there will be a strong

ion that many companies and entrepreneurs will join in the agriculture related

=xpectat
d increase in both sown acreage and production can be

~usinesses. Therefore, a rapi
s of cultivable wasteland and

=upected in the intermediate term, as there are still large area
uld

“ilow land. Therefore, the well-defined private property rights in land ownership sho

== given first priority for the expansion of the agriculture sector for without the private

=roperty rights; it is difficult to expect a rapid increase in sown acre and production.
To be able to promote agricultural production by area expansion and yield,

e amount of capital to invest in land quality improvement, to utilize

Zarmers need a suitabl
pesticides, and

Zrm inputs such as high yielding varieties of crops, fertilizers,

‘asecticides, to utilize modern farm implements such as tractor, pump, and tillers.

Farmers can get required capital if they have the right to use land as a collateral and

<ecured market for land.

32  Water and Irrigation Related Institutions

Myanmar
development with the estimated 1323 billion cubic meters”

resources have been uti
ground water resources estimated at 495 million

potential for irrigation development from these water resources is enormou

(91%) of all surface wate
being used for domestic (3%) and industrial purposes (6%
mainly used for domestic supplies (51
irrigation and some 1.6% taken by industrial users’.
. As far as water policy, Myanmar
cooperation with UNESCAP, FAO and lrrigation Department with

" The Mirror, 3 April 2012
* Tun Win, 2004
* Tin Maung Shwe, 2011

has abundant water resources for irrigation and hydropower
. Only about 6% of the water

lized for irrigation development. Moreover, the country has also
cubic meters per annum. Thus, the
s. The bulk

r resource withdrawals are used for irrigation with the remainder
). Groundwater resources are

4%), with a share of 47% being extracted b)-/

Water Vision was formulated in 2003 in
participation of all the
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- wakeholders. Myanmar Water Resources Committee (MWRC) was established by the
zovernment in 2005. In order to effectively utilize the potential water resources mainly

“or agricultural purpose and to protect floods, Myanmar has been establishing irrigation

“eilities to increase agricultural productivity and to reduce the damages.

Colonial Period (1886-1948)
Construction of irrigation works for crop cultivation historically started since the

Zays of Myanmar kings. Under the British rule, the canals built in Myanmar had been
‘mproved and new canals have been built'. During this period, total number of irrigation

“scilities was 23 and total irrigated areas were about 1.5 million acres.

Parliamentary Democracy Period (1948-1962)
In the parliamentary democracy period, Rural Water Supply and Environmental

Cleaning Organization was established in 1952 to supply clean water for rural people and
-5 conduct environmental cleaning activities. During this period, 21 dams and tanks and

29 diversion weirs were constructed and total irrigated area was about less than one

million acres.

Socialist Period (1962-1988)

concepts. Total number of irrigation facilitie
‘rrigated area was about 1.4 million acres.

Market-oriented Period (1988-2010)

" Mandalay Canal (1890), Shwebo Canal (1906), Mon Canal (1911), and Ye Oo Canal (1918), Kyangin,
Myanaung and Ngawun embankments, the Bago-Sittaung and Twante Canal.

. Irrigation works during the socialist period included many major projects and the

Irrigation Department also began to introduce pump and ground water irrigation as new
s constructed during 1962 and 1988 was 88,

of which 34 were dams and tanks, 51 diversion weirs and 3 pump irrigation. Total

Since 1988, following the introduction of market-oriented economic liberalization
measures, the Government put forward continuous efforts in the construction of dams and

reservoirs and pump irrigation facilities throughout the country by utilizing large capital
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—vestment making use of the available domestic resources and expertise. The total

—neficial area increased to 1.69 million ha (4.16 million acres) as of August 2010 and

e irrigation projects completed during the market-oriented period were 233. Total

“rigated area stood at 5.75 million acres and irrigation coverage also increased from
15.2% of sown area in 1988 to 16.9% in 2010",

Apart from the construction of dams and weirs, establishment of 322 river pump
seations (131 electric and 191 diesel pumping) and 8,012 of tube wells were made for
~ural water supply and agricultural use and beneficial areas were 467 thousand acres and
28 thousand acres respectively. Consequently cropping intensity increased to over 170%
= 2010°. Most of the irrigated areas have been for paddy production. Among various
svpes of irrigation, dam/weir/tank are about 43.2%, pumps are about 38.1% and wells are
zoout 3.9% respectively3.

Despite main infrastructures of irrigation works being completed, distribution
—anals and water courses to farmers’ field are still under construction. Renovation of the
sistribution canals of completed dams and reservoirs has also been delayed due to
“mitation of the maintenance budget. Extension and education activities in connection
with efficient utilization of irrigation water to water users are also inefficient due to
weakness of on-farm research and demonstration. There is great potential for expansion
of irrigated areas by improving efficiency in irrigation.

The Government is striving hard to take opportunity of the country’s water
-asources, through Water Resources Utilization Department (WRUD) and lrrigation
Department (ID). WRUD was established on April, 1995, by merging Rural Water
Supply Division of Agricultural Mechanization Department and Groundwater Division of
irigation Department. The WRUD s responsible for the planning, design, construction,
speration, and maintenance of pumping schemes. The main functions of WRUD are to
‘ncrease the agricultural production, to promote the socio-economic of rural population,
20 supply crop water and drinking, and to introduce sprinklers and drip irrigation systems
0 farmers. The structure of WRUD is set up with six departments — Administration,

Planning, Ground Water, Pump, Civil Works, and Procurement and Maintenance.

~ Myanmar Agriculture at a Glance, 2010
* Ibid
~ Ibid
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As a performance of the department, the construction of river pump irrigation

ts has already established 83 electric pump sites and 182 diesel engine driven pump
along the riverbanks for the beneficial area of 282 thousand acres. In the case of
s-mestic water supply, 38 thousand numbers of water supplies for the 1.5 million
=cpulations had been conducted'.

There have been some limitations in this area. The farmer beneficiaries
soatributing only K 1500 for the rainy season and K 2000 for the summer season toward
== operation and management are t00 low to compare to the benefits of farmers
achieving from high crop yield and cropping intensity. The higher contribution of farmers
il help WRUD to build more irrigation schemes and to maintain irrigation schemes on
3 sustainable basis. Moreover, lack of sharing technical and financial assistance of the
WRUD to the farmers for improving private irrigation programme and the increasing fuel
orice will be a great challenge to be able to support continuous demand of water
=specially in summer season.

ID is charged with four main tasks: (1) carrying out investigations and surveys
Zor existing and currently implemented projects; (2) planning and construction of new
srojects; (3) perform operation and maintenance of existing irrigation, drainage and flood
srotection works; and (4) the provision of technical assistance to rural irrigation works
znd rural development.

To achieve the three objectives of the Ministry of Agriculture and Irrigation, the
arovision of adequate irrigation water is one of the five measures being undertaken. Then,
five strategies are also adopted for the assurance of irrigation water for paddy and other
crops such as building new dams and reservoirs; renovating the existing dams and
reservoirs; building embankments and sluice gates; irrigating the land by pumping water;
and tapping underground water resources.

Among the five strategies mentioned above, pump- lifting irrigation and ground
water utility is to be undertaken by WRUD since 1995.

The Irrigation Department is responsible for the planning, design, construction,
eration and management of gravity irrigation schemes (from dams and weirs), and

op
flood protection and drainage schemes. The Irrigation Department has a large staff in the

" Tin Maung Shwe, 2011
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MOAI and the government allotted the annual budget for current and capital expenditures
%or irrigation development, giving attention to the construction of new dams and
iﬁgaﬂon scheme. It increased from about K 8,582 million in 1989-90, to K 17, 163

—illion in 2001/02 and to K 166 193 million in 2009/10 respectively. Furthermore, the

WRUD’s annual budget by the government is a rising trend with at highest of K 16,646

—illion in 2005 and it decreased to K 14,174 million in 2009 because of budget

canstraints'.
The private sector is also engaged in irrigation development using various

—othods but the extent of coverage still remains low in comparison to the State's efforts.
Sor the capacity building and training for irrigation, the Irrigation Technology Center
n 1989-90 has undertaken 216 training courses with a total of 6,317

=stablished |
sarticipants. The Mechanical Training Center has provided 146 training courses in

operation, maintenance and repairs of heavy machinery for 7,455 trainees.

However, the water tax and embankment tax (K 10/acre for water tax and 5

Kyat/acre for embankment tax, and K 10/acre for both irrigation as well as flood
port the operation and maintenance cost’.

d only 27.9% of total irrigable areas in
s is therefore still very large and

icultural development for

orotection) were too low to be able to sup
The Irrigation Department has develope
Myanmar. The potential for developing irrigated area

oresents a great opportunity to help promote sustainable agr

Myanmar.

Regarding the revenue for water utilization, the Parliamen
2 water tax was no

t Session of 1982

=nacted the water and embankment tax law. .1t was noted that 198
longer adequate and subsequently in 2007 the Government reviewed the tax rate and
~evenue increased from 2007. Sudden raise of water tax revenue was observed from

& 27.45 million in 2006 to K 1221.84 million in 2007. However the revenu
sacreased to 169.08 million kyat in 2008 due to nonw-payment by farmers and la

e severely

ck of

sffective supervision in the collection.

y the use of water per acre of specific crop is very high in some parts of

Presentl
e water tax is charged on a per acre basis, there is no incentive

Myanmar. Since th

_Tin Maung Shwe, 2011
- ibid



stached that could encourage farmers to save water. However, this system, while it is

sffective, is cost prohibitive farmers’ current income level. For natural productivity, it

Fight merit the Governments’ consideration to provide the cost of ratification system in

the budget.
There are some constraints in water supply and irrigation facilities such as climate

change, collection of water tax, capacity building in the system, cost sharing of

aeneficences groups, private sector participation into the national develo
m safety and mobilization and allocation of financial resources.
pment of water in Myanmar. Currently

pment process,

implementation of da
There is a great potential for future develo
less than 10 percent of the country's renewable water resources are being utilized.

e society cannot efficiently manage for its sustainability.

However the problem is that th
come a popular method of

The development of river pumping schemes has be

irrigation. The main advantage of this system is applicable for those areas where building

dams and other structures are restricted. Farmers from coastal and delta areas widely use

movable low lifting diesel pumps either owned by farmers themselve
mes farmers do not pay the water tax voluntarily, which is why the

ake their payments. Presently the use

s or rented.

On many sche
staffs of ID get involved in monitoring farmers to m
er acre of specific crop is very high in some parts of Myanmar. Since th
e is no incentive that could encourage farmers to

of water p e water
1ax is charged on a per acre basis, ther

save water. An alternative to this would be to charge water in volumetric basis which in

wrn can be integrated the network system development.

3.3  Research Institutions

Agricultural research and development (R&D
nology and better crop varieties. According to the biotec
to consider institutional and investment trends

) is important to develop improved
agricultural tech hnology
—evolution in agriculture, it is needed

~egarding agricultural R&D. Besides an appropriate and dyn
sector and its sub-sectors, there must also be an effective R&D

creased and sustainable production to

amic system of R&D to
sromote the agriculture

system which is necessary for the promotion of in

— et the food and related requirements of growing population.
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In Myanmar, agricultural research institutions have been formed since the
colonial period. Restructuring, expansion and upgrading activities have been performed
with the policies and planning of the agriculture sector. At present, agricultural research

is entirely the responsibility of the Ministry of Agriculture and Irrigation (MOAL).

Colonial Period (1886-1948)

The Agriculture Department of Myanmar was founded in 1906 and the Research
Section was under this department. As research activities, breeding, experiments on crops,
seed distribution, cultivation of variety seeds were carried out. Experimental Gardens
were established throughout the country to increase crop production.

Especially, seed production was first developed during the British Era by
establishment of the Central Seed Farms in Mandalay (1907), Hmawbi (1908), Sittwe
(1923) and Myaungmya and Mudon (1923). Moreover, variety seed gardens were opened
in Pwintphyu (1920), Padu (1914), Tatkhone (1914), Kyaukphyu (1923) and so on. The
indigenous rice cultivars were well selected and distributed to the farmers. During 1921
and 1941, Myanmar was the largest exporter of the world using that indigenous quality
rice.

A Board of Agriculture was formed and State Agriculture Schools were
established during the period. There were 11 Agriculture Divisions and an Agricultural
College was established in 1911 in Mandalay. And also, Agricultural Unions were
established. Moreover, Agricultural Cooperative Societies were established to extend the
agricultural education facilities in collaboration with Agriculture Department in 1911 and
2 year and 3 year Diploma Courses were opened. In 1924, an Agriculture College was
established in Yangon and it was a branch of Rangoon University in 1938. Again, it was
transferred to Mandalay University, under the Ministry of Education as a Faculty of
Agriculture. Moreover, an Agricultural Science was founded in 1923 in Pyinmana,

Mandalay Division in Upper Myanmar.

Parliamentary Democracy Period (1948-1962)
In 1954, Agricultural Research Institute (Gyogone) and Central Farms (then

Agricultural Research Farm) under the Agriculture Department was established in

[ 4
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%angon. Then, Agricultural Research Institute was renamed as the State Agricultural
stitute. The Central Farms opened short courses to distribute and practice agricultural
E‘cﬁnologies to farmers. Moreover, Agriculture Department issued Cultivator’s
2amphlets, Agricultural Bulletins, Agricultural Calendar and Agricultural Surveys. Seed

sroduction was continued to be distributed from Central Farms (then Agricultural

‘Research Farms).

Socialist Period (1962-1988)
The Agriculture Department was restructured and reorganized in 1969. Again, it

was formed as an Agricultural Corporation in 1972 and it included Agriculture
Department, Land Use Department and Agricultural/Land and Rural Development
Corporation. After 1972, Agricultural Research Department, Land Use Department,
Agricultural Education Department, Seed Department and etc. were fermed under the
Agricultural Corporation. In 1965, Agricultural Research Institute (ARI) was separated
and, extended in Pyinmana in 1971. Sub-division of Agriculture Research Department

was renamed to Applied Research Division and then to Seed Division after 1965.

The Rice Research Institute was established in 1973. Moreover, the government
implemented the four year plan for Strengthening of Agricultural Research Institute
(ARI) in collaboration with FAO, UNDP in 1974/75. ARI was transferred to Yezin,

Mandalay Division in 1971, which was 250 miles north of Yangon to conduct research

on other crops.

Before 1977, improved seeds were distributed by two agencies, the Department of
Agriculture and Agriculture and Rural Development Corporation (ARDC). Since then,
the seeds produced from the seed farms were not sufficient to meet the needs of the
whole planted area. After launching the Special High Yield Paddy Production Project in
1977, the demand for quality seeds led to the formation of properly organized seeds
multiplication program. As a result, a series of seeds projects funded by various
international organizations were developed- Seed Development Project Phase 1 (1978-
1984) by World Bank, Maize and Oil Seeds Production Project (1982) by USAID,
Quality Seeds Production Project (1984-1986) by FAO/ DANNIDA and Seed
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Development Phase 11 (1986-1994) by World Bank/ FAO. These projects brought great
soports in terms of 6 seeds laboratories, 17 seeds processing plants and trainings.

After the completion of seed development projects, Seed Division of Myanma
~griculture Service (MAS) took the responsibility in cooperation with Extension
Division and Central Agricultural Research Institute (CARI). Central Agricultural
Research and Development Centre and Vegetables and Fruits Research and Development
Centre were established in 1984 and 1986 respectively. CARI is a research center of
AMAS and is responsible for research and development of cereals, crops, peas and beans,
2il crops and, fruit and vegetables. CARI is the largest and the oldest among the research
_astitutions in the country. It was founded in 1954 in Yangon and was transferred to

Yezin, Mandalay Division in 1971.

Market-Oriented Period (1988 —2010)

Majority of R&D activities were carried out by the Central Agricultural Research
Institute (CARI) of the Myanmar Agriculture Service (MAS), with the balance handled
5y Seed Department (SD), Plant Protection Department (PPD), Land Utilization
Department (LUD) and Central Agriculture Research and Training Center (CARTC) of
MAS and Yezun Agricultural University (YAU).

Several State Enterprises (SEEs) were organized in 1994 and these SEEs took
over the R&D function for their assigned commodities, including the cases of cotton and
mulberry by the Myanmar Cotton and Silk Enterprise (MCSE); sugarcane by Myanmar
Sugar Enterprise (MSE); jute, kenaf and other fibre crops by Myanmar Jute Enterprise
(MJE); and rubber, oil palm, cashew and other perennial crops by Myanmar Palm and
Cashew Enterprise (MPCE). |

The CARI has focused its research on crop breeding, varietal development, agro-
techniques, component technology, and rice-based cropping systems. Demonstration cum
trials and adaptive researches were established in 18 CARI outreach stations. CARI has
been producing nucleus and breeder seeds of priority crops, passing these on to the Seed
Department for multiplication. Using 34 seed farms, the SD multiplies the breeder seeds
into foundation seeds then registered seeds with the assistance of the Agricultural

Extension Department (AED) on farmer co-operators’ fields.
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The CARI has released 59 rice varieties for different agro-ecological zones, 12
spen-pollinated varieties of corn, 5 hybrid varieties of corn, 6 wheat varieties, 14
:@fghum varieties, 6 sesame varieties, 2 sunflower varieties, 1 hybrid varieties of
<inflower, 3 black gram varieties, 5 green gram varieties, 4 pigeon pea varieties, 5 chick
=ea varieties, 3 soybean varieties and 3 cowpea varieties. Hybrid rice seed production is
also in progress at CARIL, with commercial rice hybrid seeds which are introduced in
2004/05.

Up until 1994, before the establishment of the SEEs, the CARI had released 4
long staple cotton varieties, 3 short staple cotton varieties, 12 jute varieties, and 3
sugarcane varieties. Since establishment of the SEEs, the MCSE had released 13 new
cotton varieties, MSE released 15 new sugarcane varieties, and MPCE has released some
rubber, oil palm, and cashew varieties.

The SD also made demonstration cum trials and agro-techniques researches on 34
seed farms while PPD, LUD, and CARTC has conducted plant protection, agro-
techniques, fertility, soil conservation researches on priority crops. The SEEs were also
conducting R&D activities on their respective crops on breeding, varietal improvement,
pest control, and agro-techniques. YAU has contributed 145 research papers since 1992.

In general, R&D activities were supportive in varietal development, although
most of these were through introduction and selection. Biotechnology is still in its
infancy in Myanmar. Seed multiplication or quality seed production in Myanmar is still
weak. Except for cotton and corn, total amount of seed produced by the SD and SEEs
account for less than 1 percent of the crops grown in Myanmar. On the other hand, the
cotton seeds produced by the MCSE require improvements in purity and homogeneity.

Research on post harvest technology on rice and other crops were carried out by
the Planning, Finance and Post-harvest Technology Application Center (PTAC) of the
Ministry of Commerce, covering storage, pesticide residue, aflatoxin and other quality
aspects. Some researches on machineries modification were conducted by the
Agricultural Mechanization Department (AMD).

The budget allocations for agricultural R&D have been quite low, particularly

relative to the contribution of agricultural commodities to the economy. The ratio of the




get for rice R&D relative to rice crop value was 0.0005, while for pulses was 0.0012

' 7seedb 0.0017, sugarcane 0.35, and for perennial crops 0.52".
The budget for 2009/10 was Kyat 43.25 million and the current budget was

& 450.44 million. Totally K 493.7 million was used during a year, in which K 11.54
—ilion was used for research. Budget sharing for the research was 2.3% of in 2009/107.

An observer of the SWOT analysis pointed out that the Research and
Development (R&D) institutions in the agriculture sector had generally good
~+rastructure like research farms and sufficient number of staff. However, most of the
Sasearch and Development and Extension (RDE) institutions had: (1) limited numbers of
=ighly trained personnel; (2) limited budget; (3) low salaries and thereby inadequate
~centives; (4) inadequate libraries, laboratories, farm facilities and equipment; (5) weak
~ollaboration and coordination among departments and institutions; (6) limitations in
—search findings and recommendations for in relation to specific agro-ecological and

wcio-economic conditions; and (7) limited production of quality seeds or hybrid seeds”.

Agricultural Extension and Training Institutions

34
Agricultural extension is a service or system that assists farm people, through

~formal educational procedures, in improving farming methods and techniques,

‘acreasing production efficiency and income, raising their level of living and lifting social

2nd educational standards of rural lite.

In practice, agricultural extension is for farmers who are taught improved farm
Xtension

oractice on the farm and improved ways of living at their homes through e

s such as group discussions, demonstrations, exhibitions, workshops, visits to

method
etc. The purpose of agricultural extension is to remove difficulties and/or

=omes, farms,
ms of farmers. So, it is obvious that agricultural extension has played

10 help solve proble
proving the quality of life of the farm and rural populations

an important role in im

shrough agricultural development.

I “aung Mar, 2004
= Tin Maung Shwe, 2011
" \Maung Mar, 2004
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New technologies and varieties emanating from the R&D system need to be
o isseminated by the extension system. The feedback from the farmers and other users

==ould also be gathered for use by the R&D system.

Colonial Period (1886-1948)

Agricultural research and extension-type activities were first introduced in
Afvanmar with the establishment of the Department of Agriculture (DAB) in 1906, but
zzricultural extension service was not properly organized due to lack of trained personnel
e township and village levels'.

The main objective of the establishment of DAB was to increase the exportable
crops. Under the British rule, the British government realized that Myanmar had much
cultivable yet unused land, and it organized capital and technological investments in
zubber estates. Subsequently, the British colonial government in Myanmar also sponsored
axtension-type activities for other crops such as rice, sugarcane and peanut. During this
seriod, cultivation of rice area and production were increased.

Most of the agricultural experiment stations had been established by the British
government with special interest in export crops, such as Hmawbi and Myaungmya Rice

Experiment Stations, established in 1906 and 1907 respectively.

Parliamentary Democracy Period (1948-1962)

After independence, the government of Myanmar strengthened the research and
extension arms of the DAB in 1954 with the formation of extension service at the
national, state and divisional, township and village levels. The agricultural extension
service of DAB was the only one in existence at that time. Extension agents could pay
attention only to some selected crops such as rice, sesame, groundnut and pulses®. This
was supported by Kelsey and Hearne (1963) who noted that a “well organized” Burmese-
Extension Service was organized in 1954°.

The Agricultural and Rural Development Corporation (ARDC) was established in

1954 under the Ministry of Agriculture and Forests. ARDC was concerned with the rural

' Tin Hlaing and Tin Maung, 2004
* Ibid
 Mya Maung, 2004
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e=micultural development. [ts major functions were extension activities to further

zevelopment of important crops, especially industrial crops such as jute, cotton,
arcane, tobacco, mulberry, and others such as horticultural crops and medicinal plants.

T7e corporation was responsible to provide adequate supply of agricultural inputs such as
“nilizers, pesticides, credit, advanced purchases, quality seeds, etc. to construct small
wcale irrigation networks; to enhance land reclamation and improve rural water supplies;
- foster livestock breeding and marketing and to introduce mechanized farming system.

The Agriculture Department took responsibility for routine work such as
-aricultural data collection, enforce in standard weights and measures, seed farms and

saricultural experiment stations. The extension activities of the Agriculture Department

were confined to a few exhibitions, generally held in urban areas for special occasions

=nd to the distribution of seeds and pesticides.

Myanma agricultural extension service has practiced continuously the traditional
axtension approach, particularly more on individual contracts with the farmers. It has
iried to improve its work by adopting the new extension concept and approach. Before

1962, the transfer of technology by extension services was supported by various political

and administrative bodies.
National level, State and Division level, District level, Township level and the Village

The extension service was formed with different layers of organization i.e.:
level. The national and state and divisional levels are responsible for the formulation of

policies, planning, training, monitoring and evaluation, while the downward extension

services are engaged in most of the rural development programmes.

Socialist Period (1962-1988)

During the 1960s, the “Green Revolution™ campaign was launched in developing
countries with technical and financial support of FAO, bilateral and multilateral donors

and NGOs. In Myanmar, until 1970s, the increased production of agricultural crops was
mainly achieved through the expansion of horizontal growth by land reclamation and
land redistribution, whereas vertical growth of crop production remained stagnant. The

ministry, knowing the difficulties and problem of technology of evolvement at the
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rch. and the slow transfer of technology to the farmers by extension service,
==rganized the research and extension services of the country.

In the research areas, the Central Agricultural Research Institute and the other
a=portant research farms and stations were reconstituted and strengthened. All the same,
%&: the effective transfer of improved technology, new extension approaches were
rroduced. First, Training and Visit (T&V) system was introduced in 1974 as a pilot
srogramme of the World Bank assisted land reclamation project townships in
asevarwady and Yangon Divisions. Secondly, the Special High Yielding Production
B-ogramme was launched as a pilot project with rice in Yangon Division in 1977.
Beginning from 1978, the programme was expanded for the important crop varieties (rice,
cotton, jute, groundnut, sesame, sunflower, sugarcane; maize and pulses) in all the
=worable townships of the country.

T&V Extension System was introduced in 1974 in five townships of Ayeyarwady
Division and three townships of Yangon Division. The T&V system ensured systematic
=nsfer of technological know-how from research scientists to subject matter specialists
=7 the extension services of the project. The subject matter specialists again transferred
== know-how to different levels of extension agents during regular training sessions and
workshops, and discussions, questions and answers were made for the problems they
~acountered during the field days and visit to the farmers.

However, the transfer of technical know-how to the farmers was usually made
zae impact point at one time. For each demonstration and field days, the cultural
oractices to be done was explained and transferred at that time only. The choice of crop
warieties and planting techniques were entirely at wishes of the farmers. In fact, the T&V
Zxtension System is a scientific and systematic approach of extension strategy. However,
e transfer of technology from the research stations to the farmers took a number of
seps and time, until farmers were receptive and participating in the programme.
Therefore, it was considered that transfer of know-how was slow even though it was
«wstematic and satisfactory. Moreover, the T&V system was not suitable with the

solitical system; the Burma Socialist Programme Party (BSPP) and its subsidiary

‘astitutions favored the mass participation in agricultural production. Therefore, the T&V
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svstem was not extended to other regions of the country and it was stopped after the
completion of the World Bank assisted projects.

Special High Yielding (SHY) Production Programme began in 1977 on rice.
ohalon village in Yangon Division was chosen as the pilot project site; training facilities
=nd a demonstration-cum-trail farm was established to test a package of the improved
sice production technology by the new extension approach which was later called Whole
Township Special High Yielding Production Programme. The principal strategy of the
Programme was the speedy transfer of technology contained in the package of production
impact points. The impact points were formulated jointly by researchers and crop
specialists of the extension service. Cultural operations of rice production as contained in
the technology package were carried out by the farmers and trainees under close
supervision. The township level extension officers and village level extension workers
from the planned programme townships were assigned at the training center and
participated in the training sessions, workshops and practical applications of rice
cultivation.

The néw extension strategy proved to be effective and successful. Therefore, the
SHY programme was extended to most of the ecologically favorable townships in the
subsequent years. HY Vs released by IRRI and local research stations were well accepted
by most farmers; the cultivation of HY Vs combined with correct cultural practices and
high inputs gave a strong impact to increase rice production of the country significantly.
Once again the stagnated rice production rapidly took an upward trend. The increase in

HYVs areas in 20 years time can be seen in the following Table 3.6.

Table 3.6 Sown Acreages of High Yield Variety Rice

Year | HYVsarea ("000) Total Area ("000) HY Vs (%)
1968 8 12,193 0.1
1976 1,038 12,858 8
1981 5,160 12,668 4]
1987 6,113 11,968 49

Source: Tin Hlaing, 2004, Myanmar Academy of Agricultural, Forestry, Livestock and

Fishery Science.
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Moreover, in 1972, the government of the Socialist Republic of the Union of
Surma reorganized all departments and corporations in order to cope with the new
-onstitution. This resulted in the establishment of Agriculture Corporation (AC) by
zombing three former government agencies: DAB, ARDC, and Land Use Bureau. The
=ewly established Agriculture Corporation has continued to perform the extension
services of both of the former DAB and ARDC.

The new extension system was also tested on other important crops in 1980. As it
aroved applicable, the introduction of HYVs associated with intensive planting
:=chniques and higher use of inputs appreciably raised the yields of these selected crops
s evidenced below:-

Table 3.7 Average Yield of Selected High Yield Variety Crops

(Kg/ha)
Crop 1969-70 1989-90
Paddy 1,705 2,916
Wheat . 555 1,258
Maize 689 1,624
Sorghum 304 810
Groundnut 744 932
Sesamum 153 243
Sunflower 415 855
Cotton 408 829
Chick pea 483 817
Green gram 275 537
Black gram 401 1,003

Source: Tin Hlaing, 2004, Myanmar Academy of Agricultural, Forestry, Livestock and
Fishery Science.

In evaluating the impact of the new extension strategy of SHY programme, it was
considered that it was a successful system, which attributed for an effective transfer of
technology to the farmers. However, there was the involvement of the mass organizations
like Peasant Organization, Socialist Party and Peoples’ Council. The farmers’ acceptance

and compliance was mobilized through mass participation. This is one of the important
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differences between SHY program and T&V system, because T&V system usually
savored the participatory approach of the farmers.

The Selected Concentrative Strategy (SCS), a similar approach to T&V, was laid
down in the selected special high yielding rice production areas in 1978. Consideration
for the selectivity in the program was focused on the locality, rice variety, extension
personnel and management. Under the concentration strategy, extension personnel were
assigned to a clearly defined arca and job. The SCS was successful during that time.

The Green Revolution started in 1978 known as “Special High Yielding Crop
Production Programme” which was rapidly adopted by 72 townships in 3 years. From
then on, the technology gradually spread throughout the whole country. Since then, the
system was firmly rooted and technology diffusion based on farmers’ participation for

sustainable agriculture was distorted.

Market-Oriented Period (1988 -2010)

When the Market Oriented Economic System was introduced by the State Law
and Order Restoration Council Government in 1989, the extension system changed
gradually with more active participation of the private sector.

In 1989, Agriculture Corporation was reorganized as Myanma Agriculture
Service (MAS), but its former functions of research and extension remained unchanged.
In 1992, the Ministry of Agriculture and Forests was divided into two separate ministries
as Ministry of Agriculture and Irrigation and the Ministry of Forests. In 1994, four new
crop organizations namely Myanma Cotton and Sericulture Enterprise (MCSE), Myanma
Sugarcane Enterprise (MSE), Myanma Jute Enterprise (MJE) and Myanma Perennial
Crops Enterprise (MPCE) were established to strengthen crop production, research and
extension of these particular crops. However, these new enterprises did not have well
organized properly managed and well-trained technicians for extension services. These
four organizations were reorganized again as Myanma Industrial Crops Development
Enterprise (MICDE) in combination with Myanma Farm Enterprise (MFE) in 2006/07.

In 1992, new agricultural organizations were constituted under the Ministry of
Agriculture and Irrigation with the aim to promote the extension activities for increased

production of respective crops. However, Myanmar Agriculture Service remained as the
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srincipal organization for research and extension of most of the crops varieties, and has
he largest extension service in the entire country with established research stations,
central farms and seed farms.

The extension service under Myanmar Agriculture Service was located at
Sifferent levels of the administrative structures of the country — national Level, State and
Division level, District level, Township level and village tract level. The new agricultural
enterprises also have their own research and extension services for the respective crop
varieties, but the services and activities are confined only to the respective crop regions.
The plans, programmes and activities of theses agricultural organizations are coordinated
ay the Ministry to lessen and avoid the duplication and complication in the field activities.
The extension system under different agricultural organizations is the same.

In Myanmar, like in most countries, Yezin Agricultural University (YAU) s a
strong source of agricultural technological information. The YAU is carrying out its own
research and extension programme; the academics and scientists of the university conduct
research projects and extension activities apart from the teaching profession. In this
regard, it is-found that the budgetary provisions are not sufficient for the intensive
research and extension programmes. Therefore, some of the research and extension
projects. are partially supported by Myanmar Agriculture Service (MAS) and other
agricultural organizations. Given adequate financial and other suitable support, YAU can
perform research and extension programmes and activities much more than the present
situation, and it can contribute its experiences for the crop production development of the
country.

Now, extension activities which had been used since 1970s are still in practice
and it is considered that the strategy is more or less inclined to the socialist system. In this
regard, it may be more sensible to recommended and introduce a more modern, scientiﬁc_
approach of extension system under the market-oriented economic system of the country.
The recent extension system is the mixture of T&V system and SHY programme. In this

system, the impact points contributing the crop yield are also applied.

The Agricultural Extension Division is the largest division in terms of staff
numbers under the Myanma Agriculture Service (MAS). The total staff numbers of MAS

is 18,615, out of which 11,081 are at Extension Division in 1988. The Extension Division
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< mainly advisory, transmitting the research findings of the Research Stations to farmers.
The major functions of the Extension Division are:
(1) implement the annual production-oriented agricultural plan set by the Ministry of

National Planning and Economic Development

(2) distribute input supplies to the farmers

(3) distribute quality seeds in coordination with research division/seed division
(4) provide extension education to farmers

(5) encourage farmers to expand cropping area

(6) conduct training for extension workers and farmers

To carry out these functions the Extension Division has been assisted by:

(1) State and Divisional Managers at State and Divisional level

(2) Township Managers at township level

(3) Village Tract and Village Managers at the village level.

A village extension worker takes charge of a village tract or village with 3,000 to
6,000 acres crop land depending on the locality, while a Village Tract Manager
supervises the work of 10 Village Managers who are in direct contact with the farmers.
The latter are the “front line worker”.

Extension Program Delivery Methods are: traditional method, training and visit
(T&V) extension system, the Whole Township Special High Yielding Production
Program (SHY program), and farming system research and extension. Recently,
agricultural extension was carried out by 11 organizations under the MOAL, 4 under the
Ministry of Livestock and Fishery, 3 under the Ministry of Forestry, and one institution
under the Ministry of Commerce.

Agricultural extension in crops has been mainly carried out by the Agricultural
Extension Department (AED) of the MAS. Some extension activities such as training,
seminars and workshops were carried out by the CARI and CARTC; fertilizer and soil
conservation techniques by Land Use Department; and plant protection techniques by
Plant Protection Department of MAS. The AED focused on extension activities on rice,
cereals, pulses, oilseed crops, culinary crops, fruits and vegetables, with major emphasis
on rice. The MCSE handled extension in cotton and mulberry. The MSE was responsible

for sugarcane extension; MJI for jute and kenaf extension and MPCE for extension in
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mmber, oil palm, cashew nut, and other perennial crops. The YAU and State Agriculture
imstitutes implemented extension activities in nearby villages as an adjunct to their
waching. The ITC carried out irrigation training programs, while the AMD maintained 99
=ctor stations throughout Myanmar.

In Myanmar, several types of extension systems were practiced like the Training
s=d Visit (T&V) system under the World Bank-aided Paddy Land Development Project,
SHY program or WTRPP and WTCPP programs between 1975 and 1988. In recent
=eriods extension methods were a mix of T&V and SHY methods. Extension activities
Tere carried out through: (1) special crop production zones; (2) block-wise crop
=roduction areas; (3) outreach stations; and (4) on-farm trails. Farmer’s Field School
\FFS) methods were also used as participatory approaches gained favour.

The limited extension budget was used mostly for agriculture, allocated as
Dllows: (1) MAS: 4% - 6 % of the total 2000/01 and 2009/10 budget; MCSE: 8% - 9%;
13) MSE: 2% - 11%; (4) MPCE: 0.8% - 1.5%. This expenditure was equivalent to K 90
ser acre of rice, K 411 per acre of cotton, and K 872 per acre of sugarcane. The MAS
-aceived the lowest extension budget per acre. Since rice is the most important crop, it
should receive a greater budget allocation.

By the late 2006, 14 institutions were formed under the MOAIL Among them,
Myanma Agriculture Service (MAS), Myanma Farm Enterprise (MFE), Myanma Cotton
and Sericulture Enterprise (MCSE), Mynama Sugarcane Enterprise (MSE), Myanma Jute
Industries (MJ1) and Myanma Perennial Crop Enterprise (MPCE) are mainly responsible
for the development of technologies and the subsequent transfer of appropriate agro-
technologies to farmers. They have established their own extension departments for
various specific crops. The extension department has two main functions. The first one is
to transfer appropriate and adaptable agricultural technologies to the farmers. The second
one is to collect information on field problems encountered by the farmers and to find out
the solutions in collaboration with research division.

An analyst using the SWOT ( Strengths, Weaknesses, Opportunities, and Treats)
analysis of extension-related institutions in the agriculture sub sector indicated that there
have strengths in human resources; most of the institutions have sufficient' number of

extension personnel. The constraints faced are similar such as low salaries and incentives,
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" mited highly trained personnel and limited extension budgets. Other constraints include:
%) limited mobility of Village Extension Managers (VEMs); (2) VEMs assigned
sdditional functions other than extension; (3) emphasis on rice; (4) lack of localized
—scommendation; (5) lack of modern technical know-how; (6) lack of proper seed
arogram; (7) sugarcane harvesting seasons not synchronized with best planting season
Zue to milling requirements; (8) some 40 % of rubber plantings due for replanting, while
e high labor requirements in the soaking and peeling the jute and kenaf fiber has
aindered the expansion in these crops'.

The number of highly trained personnel is limited in all crop divisions and
disciplinary divisions of CARI. There are very few PhD in priority crop divisions like
rice, cereal crops, pulses, oil crops, fiber crops, and sugar crops divisions. The divisions
concerned with fiber crops, pulses, and sugar crops divisions do not even have personnel

with MSc. degrees.

To contribute to HRD in R&D, the CARI of MAS and the SEEs conducted
trainings, seminars and workshops. Research staffs were needed to be upgraded through
training at the YAU and abroad as opportunities became available. Extension staffs from
MAS, MCSE, MSE, MJI, and MPCE were given pre-service and in-service training at
CARTC and at their specific training centers.

The number of extension personnel is highest in the MAS. Crop area coverage per
extension staff was less than 1,000 ha. for all institutions in the agriculture sub sector.
The ratio of agriculture technicians (including all with at least university degrees) was

only 31 % of total extension staff of the MAS.

3.5 Farm Implements Related Institutions

Farm mechanization is one of the important factors to agricultural development
through expansion of agricultural land, multiple cropping and increasing yields.
Especially, transformation of agriculture from tradition to commercial farming depends
greatly upon utilization of farm implements such as tractors, pillars, ploughs, power

tillers, reapers and threshers, hydro-tillers and etc. With improvement in technology,

Maung Mar. 2004
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rch and development, and capital, farm mechanization is the driving force to

ae2lopment of agricultural production through saving time, man power and wastes.

Colonial Period (1886-1948)

During the colonial period, there was no utilization of machines and equipment in
sriculture. There might be availability of draught cattle and cheap labor at that time. The
S-itish government discouraged farm mechanization, rather than established in agro-
~lated industry such as rice mills for export quality of rice with the purpose of benefits

= - their foreign rice marketing companies.

Parliamentary Democracy Period (1948-1962)

After independence, the government tried to initiate the utilization of machines
2ad equipment in agriculture. Firstly, Mechanization Board under the Agriculture and
= orest Ministry was established in 1949. Then, Agricultural Mechanization Department
. AMD) was established as an Agricultural Engineering Branch under the Department of
Agriculture in 1951, Since then the government started mechanized agriculture by means
of procuring tractors abroad and establishing tractor-hiring services to private farmers
“om 12 tractor-stations in selected townships. At the same time, temporary 5 Tractor
Driving Training Schools were also founded in five townships for growing number of
<actors. In 1961, 429 wheeled-tractors and 85 crawler tractors were in operation.

During the parliamentary democracy period, the country faced with problems
relating to the inadequate draught cattle, decreasing production and waste of agricultural
aroducts due the effects of WW IL. On the other hand, utilization of farm implements was
not effective due to reconstruction and rehabilitation of the country. Thus, it was very

weak in utilization of farm machinery for cultivation in the whole economy.

Socialist Period (1962-1988)

Under the Revolutionary Council period, the government in collaboration with
Burma Socialist Programme Party (BSPP) tried to develop the agriculture sector through
different measures. One of these measures was t0 utilize modern agricultural equipment.

The government made agricultural mechanization scheme through distribution of

90



m=chineries, production of farm machineries adaptable to the country’s agricultural land
%+ land expansion and development and tilling work in planned cropped areas.

With increase demand for hire services in 1962, the government decided to
amaually procure 1000 wheeled-tractors each for both the government sector and the
ooperative sector. Further, the Engineering Branch was recognized as the Agricultural
“echanization Project and transferred to the Agricultural and Rural Development
Zooperation (ARDC) in the same year. In 1968-69, selling of agricultural machineries to
“illage co-operatives and farmers was initiated to enhance and promote mechanization

with five year installment basis.

In 1972, the government formed Agricultural Mechanization Department (AMD)
hich was under MAS and distributed more than 4000 tractors to newly formed village
ievel agricultural co-operatives in installment basis up to 1980-81. Again, ADM was
~structured in 1984 and the government sold machines with the outright sale. However,
2ere were so many defaulters who failed to make repayment and tractors were taken
sack by AMD: In 1988, tractors and related equipments such as power tillers, threshers
and water pumps were sold by AMD to the private and farmers to speed up the farm

nechanization and to relieve the burden on the State.

As the government implemented the 20 Year Long-Term Plan during this period,
increase in agricultural production was important for the food security in the Plan. To
achieve this objective, farm mechanization was encouraged through the extension of
rractor stations and production of tractors. Tractor stations increased from 20 in 1962/63
10 88 in 1987/88. Likewise, number of tractors increased from 1,391 to 2,502 during this
period. Apart from utilization in cultivation, land development and preparation had been

undertaken by the AMD.

Market-Oriented Period (1988-2010)

Under the market economic system, in addition to the state sector, private sector
participation is increasing in utilization of the farm machineries and equipments for
various activities of agricultural production. Increased cropping intensity has extended

the use of machineries in agriculture from land preparation to harvesting and drying.
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Sequired machineries are being produced and assembled locally or imported for

Zistribution to farmers.

Development works of agricultural land includes: reclamation of fallow and
ulturable waste land; development of farmers' embankment and paddy-fish integrated
arming in deep water areas; and protection of soil erosion and development of terrace
“arming in high-land and slope land areas. Land consolidation is also being undertaken in
“he existing agricultural land with proper drainage, irrigation and farm roads. Apart from
-he traditional small-scale crop cultivation, development of modernized large scale
agricultural business by the private sector is encouraged.

The main objective of the land development scheme is for the emergence of new
agricultural land in flooded areas, deep water area and existing fallow, waste and virgin
land where the present productivity is low and the cost of land reclamation is rather high.
Private sector national companies and associations are encouraged and granted rights to
develop these areas for the cultivation of paddy, pulses, oilseeds, industrial crops, rubber,
oil palm, and etc.

During this period, the AMD also took responsibilities for farm mechanization

with the main objectives which are;

1. to provide tractor hire services to farmers

2. to produce small farm machineries and equipment for sale

3. to research, develop and utilize small farm machineries coordinating with
international agencies

4. to serve land consolidation for mechanized cultivation

5. to reclaim lands for cultivation

6. to disseminate technology regarding operation, maintenance and post-harvest
technologies.

Nowadays, there are two ministries that are producing agricultural machinery: the
Ministry of Industry (2) and the Ministry of Agriculture and Irrigation. The Ministry of
Industry 2 is responsible for producing tractors, power tillers, threshers, disc harrows,
disc ploughs and machine parts. The MOAL is responsible for producing power tillers,
reapers, threshers, trailers and machine parts. At present, there are 99 tractor stations

(retail outlets), S machinery factories and 1 farm machinery plan under the Agricultural
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wtachanization Department of MOAIL Moreover, there are also several small private
—:=nufacturing enterprises that are producing farm implements for sale and distributing
e

Efforts are being made to totally eliminate the traditional way of threshing paddy
1 the threshing floor, with the introduction of mechanical paddy threshers. Moreover, 24
—odel mechanized villages were established to demonstrate the farmers on benefits of
~rm mechanization. Farm mechanization has benefited the farmers in terms of time
saving, labour saving, and human energy saving. In addition, it has contributed to
qereased cropping intensity of the country. Cropping intensity has increased from
119.6% in 1988/89 to 170% in 2008/09'. As a linkage with others, the co-operation and
o-ordination of AMD and MAS, other enterprises of MOAI and the private sector used
:0 work together when it comes to conduct demonstration of new mechanized products in
‘he filed operation.

The acreage of land prepared by tractors and power tillers hired by AMD at
various stations reached 5.14 million acres in 1999-2000 out of 12 million acres
cultivated land. During 1997-2000 extension of cultivated soil by AMD was 49,046 acres
for the private sector. On the other hand, land development by AMD reached 26337
acres during 1997-2000. Demonstration on repair, maintenance and operation of farm
machinery was conducted in all States and Divisions. Tractor operator training course for

farmers and other organizations was made at various States and Divisions.

However, there are some weaknesses in implementation by AMD. The tractors
from extension tractor rental service are already too old to work effectively and
efficiently. Many farmers prefer to use private service because of their flexibility and
convenience for farmers even though private sector charges about two times of AMD
harrowing rate. The shallow tillage made by the hired old tractors in extensive land of
pulses and summer Crops caused the uneven establishment poor growth thus resulting low
yield.

On the other hand, those resource poor farmers who till the soil with their

bullocks could not manage soil preparation in a hurry to be able to keep the residual

' Agriculture at a Glance, 2010
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=oisture within the limited time for second crop immediately after the harvest of rice.
Tais area of study is needed for R & D of how to help those farmers.

Although power tillers, reapers, threshers and hydro-tillers are being produced
since 1993, the prices of the farm implements reach beyond the budget limit of the
majority of farmers. This problem will be related to other social factor farm incomes,
=eliable market and trade policy of the government. In reality, farmers who can afford
arefer to use Chinese made farm machineries, which is much cheaper-than domestically
aroduced machineries. Utilization of machineries and farm implements is shown in Table
3.8

Table 3.8 Utilization of Machineries and Farm Implements

(’000 Number)
Particulars 1995/96 2000/01 2005/06 2009/2010

Tractor 9 11 11 12
Spike harrows 2834 2987 3126 3163
Inter cultivator 132 156 179 183
Plough share 2758 2873 3018 3093
Rotary harrow 435 518 571 579

* Other harrow 411 452 479 490
- Seed drill (harrow) 71 83 93 95
“Seed drill (plough) 14 17 21 21
W aier Pump 72 142 179 199
- Power tiller 17 57 97 140
“Harvester 4 3 3 3
- Thresher 6 19 29 37
Combined harvester 1 1 0.1 0.16

Source: Ministry of Agricultural and Irrigation, Settlement and Land Records Department.

As can be seen in Table 3.9, in utilization of farm implements, the hiring from

AMD decreased and farmers used more tractors of their own. Moreover, utilization of

power tillers by farmers increased. As a result, total tillage area also increased.
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Table 3.9 Utilization of Tractors and Power Tillers

Particulars Unit 1995/96 | 2000/01 2005/06 | 2009/2010
Tractor Number 7,948 8,687 9,773 10,110
- AMD 2,820 3,151 2,873 1,772
- Owned by Peasants 5,128 5,536 6,900 8,338
 Power Tillers owned Number 17,000 49,473 100,000 13,2730
oy Peasants
Total Tillage Area ’000 acre turn - - 4133 8897

Source: MOAI, AMD.

Since most of the important mechanism parts of a farm machine of AMD still rely on
imported materials, the price becomes higher. The resource persons to develop those
sophisticated mechanisms are still really limited as well. The quality of farm machines
produced by AMD is still needed to be improved compared to those imported ones and
the spare-parts should be available conveniently close to the farmers.

Seeders for upland crops are the most essential tools for the farmers. To reach to
the proper soil depth of the seeds to escape from the intense surface heat and to finish the
seeding process in time without loosing soil evaporation in the dry land farming, the
appropriate seeders for specific crops are badly needed.

The opportunity of the majority of farmers is transformation of current traditional
agriculture production to mechanized farming because mechanized farming can save
manpower, investment and time. So is the opportunity of AMD as well because since
AMD can expect great credit for doing so as well. Although the plan by MOAI is to
expand mechanization to cover 63% of crop land by 2030/31, it is hampered by the high
cost of machinery, the limited supply of machinery (both imported and domestically
produced) and the lack of adequate demand analysis. The lack of capital was a major
constraint for farmers waiting to purchase agricultural machinery. Most farmers cannot
afford to purchase machinery outright, and are either forced to form groups with other
farmers or rent machinery from private contractors. There were few financial institutions

providing loans for equipment purchases. The MADB, a State-owned bank, was unable

95




to generate enough capital to extend their lending products to sufficient number of
farmers, particularly for equipment purchases.

Although the AMD started extension tractor rental service in 1968, it was not
possible because the tractors are already too old to work effectively and efficiently. On
the other hand, many farmers prefer to use private service because of their flexibility and
convenience for farmers even though the private sector charges about two times of AMD
harrowing rate. Thus, total tillage by AMD service did not improve (Table 3.10).

Moreover, land development has not yet been implemented well even at a single
township level. All the field plots have different sizes and there are no roads and drainage
systems. Thus, it is difficult for farm machineries to move in and out of the field. Like
other countries, a national land reform programme is needed to establish the mechanized

- farming structure. For the extensive utilization of farm implements in land preparing,
cultivation and other farm activities, it is necessary to develop model land consolidation
farms, R&D, resource persons, budget allocation, field conditions, private sector
participation, farmers’ education and attitude, and incentives and cheap hiring and

purchasing pfogrammes like credit facilities especially for farmers who have inadequate

capital.
Table 3.10 Production of Farm Machinery by AMD
Year Power Tiller Mechanized Tillage (000 turn acre) (Number)
(Number) By AMD Private
1995/96 2570 12848 . ]
1996/97 5600 8015 -
11997/98 3080 8450 -
2004/05 7250 838 1948
2005/06 1660 691 4133 1
2006/07 5975 805 5092
2007/08 5475 299 4579
2008/09 3664 394 6824
2009/10 4285 169 8897

I-§)urce: Agriculture at a Glance 2011.

96




36  Credit Institutions
edit is necessary for efficient functioning of fa

e additional inputs and capital items at present a

rm production. It

Agricultural cr
nd then to

provides the opportunity to us

y for the cost from future earnings. Credit is the key element for improvement of

i
zgricultural production and marketing

tion of agriculture. To produce more of agric

in many developing countries and also for the

ultural products, farmers must

moderniza
spend more on quality improved seeds, pesticides, fertilizers, chemicals and other farm

inputs and becomes more important and essential for agricultural production.

Colonial Period (1886-1948)
Prior to the British annexation of Myanmar i

umption and they did not need much money for
with the opening of Suez Canal, farmers expand

al basis. Thus, they needed more capital for exp

n 1885, the farmers cultivated only

“or domestic cons their cultivation. Under

she British Rule, however,

ed agricultural

ansion

land and cultivation on a commerci

of agricultural production. During the colonial period, the sources of agricultural credits

d were from the British Colonial Government and in some areas also from

obtaine
n banks, and private money lenders.

t lent out funds for the expansion of cultivati

Loan’s Act 1883 and the Agriculturist Loan’s

cooperatives, foreig

The British governmen

on of farmers

py passing laws: the Land Improvement

due to insufficient loans by the government, not available in time,

Act 1884, However,
rmers. During 1915/16 to

and other difficulties, these two acts did not benefit the fa
1924/25, an average of onl

Rs 120 million lent out by the Chet

y Rs 2 million was lent out by the government as compared to

tiars in 1929.

The bulk of credits were mainly from private money lenders. The total

tural indebtedness in the whole country during that period was estimated to be
0 million and K 600 million and loans by -

g the private money lenders, Chettiars, M

agricul
the government were about K 3

petween K 50
yanmar money lender

million only. Amon
tural credits in

representatives and Dawson Bank were the main sources of agricul

\Myanmar prior {0 World War 1L
The role of the Chettiars was a cruci

d as the providers of the capital that turne

al link between Myanmar and international

finance an d the country into the rice-bowl of the

97




British Empire. The Chettiars were the chief providers of capital to Myanmar cultivators
+roughout the colonial era. The opening of the Suez Canal in 1869 transformed
Mfvanmar’s prospects as a centre for commercial agriculture. Rising paddy and land
zrices and the introduction into Myanmar of British land-title law were critical factors in
—otivating Chettiars entry into Myanmar. The opening of the Suez Canal in 1869 and the
assing of the Burma Land Act brought about the first substantial movement of Chettiars
‘=10 Myanmar. By 1880 the Chettiars had fanned out through Myanmar and by the end of
== century they had become by far the most important factor in the agricultural credit
siructure of Lower Myanmarl.

According to the Myanmar Provincial Banking Enquiry Report (BPBE), the most
<ependable source on the extent of Chettiar operations, in 1905 there were 30 Chettiar
=ices in Myanmar, but this had increased to 1650 by 1930. The amount of Rs 650
—illion was the unassailable minimum of Chettiar capital employed as loans in 1930.
Chettiar firms lent out between Rs 100 and Rs 120 million in Lower Myanmar, an
~mount it estimated to be around 70% of all borrowings from all sources. Then, later their
Zinds for expansion of cultivation were between K 700 and K 1000 million®. The
‘mprovement of Chettiar Firms is shown by Table (3.11).

Table 3.11 Chettiar Firms in Myanmar (1935-1942)

(Number)
Rangoon No. of offices in Total
| Firms Burma per firm
| 41 41

15-20 7-8 144

60-80 2-3 210
75-100 1 88

Sub Total 483

District Firms

900-1,000 | 950
100-200 2-3 450

Sub Total 1400

Grand Total (Offices) 1,883

Source: Tun Wai, Burma’s Currency and Credit, 1962.
Cooper (1959) estimated that annual Chettiar lending represented about 80% of

wotal lendings. Two-thirds of all Chettiar loans outstanding in 1930 were held by

Cooper, 1959

- Andrus, 1948




culturalists, the remainder roughly categorized as trade'. Chettiar lending was secured
Bz inst collateral, and mostly against title to land. According to the Chettiar
m=resentative through BPBE, two-thirds of loans to agriculture in Lower Myanmar were
secured by mortgage. For the crop component of agricultural lending, the proportion was
lzwer again, with mortgage security backing only around one-third of all loans’.

Chettiars carried on an extraordinarily wide range of banking business in
ﬁﬁﬂganmar. They made loans, took in deposits, remitted funds, discounted hundis,
anoured cheques, exchanged money, dealt in gold, and kept valuables for safe-keeping’.
‘C-op-loans and loans for land purchase, redemption and improvement, were the most
zemmon forms of Chettiar lending to agriculturists. Cultivators typically drew multiple
\cans from their Chettiar lender throughout the year according to season from the
surchase of seeds, transplanting and broadcasting, for payments to laborers, for the
zurchase of cattle, to repair dykes and borders, and to meet general expenses. These
=ultiple loans constituted a type of ‘revolving credit’ facility, upon which repayment was
-4 only once a year, after the sale of the cultivator’s crop. With collateral security
“-itical to Chettiar lending, it was however found out that Chettiars had extended credit to

cultivators mostly on the basis of the mortgage of land. Gold was especially well-

=2garded as collateral too, but it was usually not available®,
Cooperative credit was the British Empire’s favoured device for the

—arginalization of money lenders such as the Chettiars. Its establishment, a key
-scommendation of the Indian Famine Commission of 1901, was given official and legal
<anction under the Cooperative Credit Societies Act promulgated by the government of
3ritish India in 1904°. Colonial Myanmar’s cooperative credit was organized in three

siers: primary credit societies, unions, and Central Cooperative Banks.
The cooperative credit movement in Myanmar grew as rapidly as it did in the
e and by 1925 there were over 4,057 cooperative credit societies

Indian Empire as a whol
| members, 21 Central Cooperative

across the country embracing almost 92,000 individua
Banks, 575 Unions, share capital of Rs 3.56 million and almost Rs 18 million in advances

Sean Turnell, 2009
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F.zilable or lent out to members ' . However, Myanmar’s cooperative credit system
scounted for relatively little of the credit needs of cultivators. During 1925, the total
=cregate new loans of the 4,000 or so Credit Societies came to Rs 6.6 million®. In 1930,
=< system failed and their members, share capital and loans declined.

By 1935, a greatly diminished cooperative credit system in Myanmar comprised
© 17] Societies with just over 29,000 members, a share capital of Rs 1.5 million and
\ans previously advanced of Rs 8 million. Only 10 of the Central Cooperative Banks
<urvived into 1935 and the Unions had been almost completely destroyed as a category.
4 mere 57 of the 575 that had existed in 1925 survived through the following decade’.

At that time, farmers from Ayeyarwady Delta and Upper Myanmar could take
\aans from foreign-owned Dawson Bank and Burma Provincial Cooperative Bank Ltd.
Dawson’s Bank, founded in 1905 by Lawrence Dawson, was created with the express
surpose of assisting Myanmar agriculturists to redeem their lands from Indian money
‘enders®. It was initially founded as a private firm, as a private company in1914 and
finally as a public company in1921°. It engaged in both short-term and long-term lending
to cultivators. Its short-term lending was mostly in the form of crop-loans. ‘Long-term
lending was mainly for the purpose of land redemption, the purchase of new land, land
improvement, farm housing and other farm building. Crop loans wer¢ made seasonally
according to purpose. Long-term loans were usually secured by mortgage over land,
while crop loans were most often secured by a lien over the crops, although cultivators
could also get overdraft facilities secured by land mortgage.

Dawson’s Bank also lent out loans to paddy traders, to village stores and to local
industry, provided that adequate security was pledged. The Bank had lower relative rates;
cultivators always borrow from the Chettiars, never from Dawson’s Bank. Their reason
was that the Chettiar lends on a simple promissory-note, whereas the Bank requires
preliminariesé. As the interest rates, Dawson’s Bank was cheaper than the Chettiars. Thel

Bank charged 10% per annum on overdraft lending, 12% to 16% on fand mortgage, and

' Sean Turnell, 2009
2 Tun Wai, 1953

3 Khin San Yee, 1997
* Tun Wai, 1953

5 BPBE, 1930b

® Ibid
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3% on small loans not secured on land'. Up until the Great Depression, Dawson’s
Bank’s lending grew inexorably — Rs 1.6 million in 1921, Rs 4.3 million in 1926, and Rs
= million in 19302. Nevertheless, it was still a long way from the advances made
a.ailable by the Chettiars collectively, who remained the dominant lenders in the

Afyanmar countryside.
In the colonial era, there was only one Myanmar-owned and —operated scheduled

=enk. It was U Ye Kyaw Thu Bank and it grew out of a complex trading, shipping, and
—oney lending entity. As a bank, however, its main business was to make advances on

zold and land mortgage. The Bank funded its lending, rather, primarily from the capital
=< its owners and, at seasonal peaks, via an overdraft facility at the Imperial Bank. The
Sank became a substantial landowner during the depression years of 1930s through loan
= reclosure. U Ye Kyaw Thu Bank charged interest rates on its loans of between 9 and
2 % per annum depending upon the security offered- enjoying a substantial margin on
¢ rates it paid on deposits, and on its overdraft with the Imperial Bank. However, the
3ank’s market share had been declining in the decade before World War [1. Nevertheless,

--2 existence of the Bank was a prime reason that Akyab (now Sittwe) District was one of

s=e very few in colonial Myanmar that was able to source most of its credit needs from

‘ndigenous lenders, and where Chettiars and other Indian firms had not been able to
cenetrate much’.

Among private money lenders, the Chettiars from India handled the largest
solume of loans. Thus, Chettiars played an enormous part all over the country and the

=mount of their capital actually helped the growth of agricultural production in the

colonial period. Table 3.12 shows the Chettiar lending rate for different collateral or

security.

1 Sean Turnell, 2009
jBPBE, 1930b
Tun Wai, 1962
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Table 3.12 Chettiars Lending Rates

Types of Collateral Interest Rates (% per annum)
Land and immoveable propery 9-15
2recious metals and jewellery 12-15
Sromissory notes backed by collateral 12-15
Unsecured promissory notes 15-24

Source: Tun Wai, Burma’s Currency and Credit, 1962.
In 1937, Myanmar was granted a “responsible parliamentary government” where

Zom 1937 and until WW 1I three governments were formed (Ba Maw, U Pu and U Saw).

=1l three Governments would attempt to enact various measures designed to achieve

Zzricultural and credit reform. In 1937, under Ba Maw, a Land and Agricultural

‘Committee (LAC) was formed with a wide remit for investigation and advice. The LAC
~as to examine and report on ownership of land and problems arising from the
~debtedness of the agriculturalists. The Committee ultimately produced four reports:
2art | Land Tenancy, Part Il Land Alienation, Part 1I1 Agricultural Finance, and Part 1V
Regulation of Money Lending. Part IV was not completed until the eve of the Japanese
=vasion.

The Japanese occupied Myanmar from 1942 and until the final months in 1945 of
“Aorld War 1. But within three years, which was too little time and it was not possible to
establish a viable financial system. It can be concluded that Chettiars were the main
==dit institutions and they supported the developement of agricultural development in
‘=rms of sown acreage of agricultural land and volume of agricultural production,

=pecially rice and then, rice exports during the colonial period of Myanmar.

'Parliamentary Democracy Period (1948-1962)
After Myanmar gained independence in 1948, the Myanmar government carried

=t measures to solve the problems in the agriculture sector. Amendment of Tenancy Act
= 1947 and provision of Land Nationalization Act 1948 were undertaken by the
vernment. In 1954, the Land Nationalization Act 1948 was replaced by the 1953 Land

=tionalization Act and Land Committees were formed to distribute the land in 1953/54.

o
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< ze, there was lack of large scale farming and lack of private money lenders. During the
zarliamentary period, the policy‘of the Anti-Fascist Peoples’ Freedom League (AFPFL)
sovernment in regard to agricultural credit was directed to provide State credit for
saricultural finance and it issued agricultural loans on its own budget.

Until 1953, the government sponsored agricultural credit to farmers, channeled
srough cooperative societies and where these societies did not exist, credit was provided
cirectly to the farmers. The government drew up a Five-Year Plan for agricultural
Zevelopment in 1952, and to provide agricultural credits to farmers, it created the
Agricultural Development Bank. Thus, in 1953, the Government of Union of Myanmar
=nacted the Agricultural Bank Act and established the State Agriculture Bank (SAB)
under the Ministry of Agriculture and Forestry, and operated the loan disbursement
activities.
Furnivall’s committee proposed a tripartite structure for the SAB, at the base of
-vhich would be “Village Banks”. At the next level, performing a supervisory role and as
lenders in their own right for deemed beyond the village institutions, were the “District
Banks”- branches of the SAB proper. '

Village Banks were technically owned the village they served. Each Village Bank
was controlled by a village committee. The primary function of the Village Bank
committee was to manage lending: deciding and distributing loans, and ensuring the

necessary repayment processes were in place.
Village Banks were designed to accept deposits, but since these would take time
d via capital provided by the

:0 accumulate, lending in the early years would procee
ed funds for short

government and allocated by the District Banks. Village Banks provid
term only and initially only self-liquidating crop loans. The SAB committee’s

nterest rates was that they should be as low as may be consistent with the solvency of the
6% per

stance on

bank. They suggested that District Banks charge their village affiliates a rate of
annum for funds, and that Village Banks lend out at 12%.

The government, however, was unable to implement those recommended the
Committee because of the widespread insurgent activities. It was only after the adoption
d Rural Development Five-Year Scheme at the Pyidawtha

of the Agricultural an
\at the State Agricultural Bank Act of 1953 was passed.

Conference held in August 1952 tf

103



Act, however, was applied at first in only four experimental districts, namely

tandalay, Pegu (Bago), Insein and Henzada (Hinthada) with effect from 1 June 1953.
authorized capital of the SAB was K 80 million, of which the Union Government
paid up K 50 million. The objectives of the Bank were: to issue seasonal loans to the
Itivators for cultivation expenses, expeditiously and on simple lines; to educate the
ltivators in their financial responsibilities by having the credit institution in the village;
“ foster the spirit of self-help by encouragement of thrift; to improve the financial status
- the cultivators by means of thrift and cooperation; and to encourage the formation of
Cooperative Societies for the amelioration of the lot of the cultivators and improvement
“of the amenities of rural life'.

The Act establishing the Bank provided for the granting of seasonal loans, short-
serm loans and long-term loans. Seasonal loans are mainly granted for purchase of seeds,
2nd wages for labourers in cultivation, repairing, etc., and are repayable after harvest or
within 12 months. It is granted on joint personal security and the security of crop under
e cultivation. Short-term loans were for 3-5 years for the purchase of cattle and farm
implements and the security is both the moveable and immoveable property of the
sorrowers. Like the seasonal loans, these short-term loans were made to recognized
village banks, but direct loans may be made to individuals.

Long-term loans were for improvements of agricultural land, such as building
~mbankments, sinking wells and tanks, and digging irrigation canals. The period of
repayment was 5-15 years and the collateral would be moveable and immoveable
property. But as these loans would require large sums of money tied up for a long
duration, the government decided not to grant such loans until the Bank gained wide
experience and considerably enlarged its capital. And, no long-term loans had been
granted by the end of 1960.

In addition, the SAB provided loans to the Cooperative Societies until April 1958 -
when the government decided to channel all its credit only through village banks. It also
sunctioned as an agent for the government for those districts where the Act had not been

enforced. In these districts it performed the function previously exercised by the

' Tun Wai, 1953
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cial Commissioner (Lands and Rural Development) and the Registrar of
rative Societies in respect of loans under the Agriculturists’ Loan Act.
Table 3.13 Loans of State Agricultural Bank (1954-1960)
(million kyats)

Granted to Village Banks Granted to Cooperative Societies
Year Total Repayments |  Amount Total | Repayments | Amount
Loans Outstanding | Loans .| Outstanding

3.8 1.3. 3.8 8.8 3.9 8.8
5.6 3.4 6.0 9.0 6.7 11.0
8.4 4.8 9.6 10.2 7.3 14.0
1337 12.0 7.7 13.9 14.6 15.7 17.8
358 29.0 12.1 30.9 0 9.5 8.3
1959 42.1 28.1 44.8 0 1.6 6.7
1960 25.8 40.4 30.2 0 0.3 6.4

Saurce: Union Bank of Burma, Bulletin (Quarterly). Third Quarter, 1960..

According to the above Table 3.13, the amount of loans granted through village
sanks by the SAB increased sharply as more and more districts were covered. On the
other hand, amount handled on behalf of the government fell in 1955/56 and 1956/57,
though it had recovered somewhat in 1957/58 and 1958/59.

The rate of interest charged by the SAB to the village banks was 6% per annum
and that charged by the village banks to their members was 12%; while there had been a
rapid expansion of loans and the number of village banks formed, care was exercised by
the SAB.

Although the government had wished to place emphasis on the SAB to channel
the available credit for the agriculture sector, it is by no means the only method. To begin
with, even though cooperative societies are no longer used by the SAB, they still obtain
some funds directly from the budget. Then again, the Agriculturists’ Loan Act and the
Land Improvement Loans Act were still on the statute books, and for 1958/59 the
government provided K 27 million to the agriculturists under the former Act. Small loans
were also given to the tenants of government estates. Finally there were other government

enterprises which directly or indirectly provided credits to the agriculture sector. They
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e cooperative movement. At the end of 1952 the amount of

cial banks was K 2.4 million, K 0.4 million at the

commercial banks and th
icultural credit supplied by commer

of 1956 and K 3 million at the end of 1960.

At the same time, loans were continued to be issued from Department of General

“ sministration. Term loans were also provided as long-term loan for one year for the

Z=velopment of land. The principal focus of SAB was to provide credit to farmers

=-ough a system of village banks which were to be established. The village banks were

governed by a detailed set of rules laid down by the SAB.
The District Banks were the branches of the SAB proper and they functioned as

== supervisory agency for the village banks, lenders in their own right, and the providers

=7 the medium of term loans.
The Central State Agricultural Bank, as the SAB head office, allocated funds to

= District Banks in much the same way as the district Banks allocated money to the

h
-

villages. Likewise, it also performed a supervisory function over the operations of the

District Banks branches.
Other institutions that were to yield influence upon Myanmar’s agricultural credit

=gime in this period were ‘cooperatives, General Administrative (GA) loans, the

Chettiars, Dawson’s Bank, and the State Agrilcultural Marketing Board (SAMB).

The need for agricultural credit in Myanmar in post-war years increased for a

It was true that the level of agricultural output as a whole in the early
pre-

~umber of reasons.

sost-war years was much below pre-war level and only in 1959/60 had it reached the

war level. But the reduced need for credit for a smaller output had been more than offset

oy the need to reconstruct and rehabilitate agricultural land and to build up stocks of

implements and plough cattle, etc. Furthermore, the four to fivefold increase in prices of

agricultural products, and also in costs of production, increased the need for credit. While

1and revenue had not increased and rent even reduced by statute, and there had been other

advantages, such as distribution of seeds, fertilizers, etc., they had been more than offset

by the lack of law and order, which had directly increased the costs of cultivation since

Jabour, equipment, and land could not utilized efficiently or extensively.
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Table 3.14 Supply of Seasonal Credit to Agriculturists (1953/54)

Amount Average Amount Amount of
Source of Borrowing Borrowed of Loans per Interest Paid
Cultivator
Million | (%) Kyat Million (%)
Kyat Kyat Per
Annum
sovernment 17.55 353 105 1.23 7
Pmivate Source in Cash 20.32 40.6 200 10.37 51
Private Source in Kind 12.00 | 24.1 130 6.79 56.5
otal 49.87 | 100.0 165 18.39 36.9

Source: Press Release, Department of Census, July 30, 1957.

In Table 3.14, the supply of seasonal credit was for 2,129 villages. The relative
portance of the government as a source of credit was 35% of total credit. However, it
“~as still much smaller than the amounts supplied by private sources, which accounted for
z total of 64.7%.

Some estimates of seasonal loan requirements had been made by the Provincial
Sanking Enquiry Committee and others based on different assumptions and basis. On the
aasis that paddy prices were three times that of pre-war level, it can be said that the
supply of agricultural credit should be in the neighborhoods of K 300 million as it was
stimated to be K 100 million in pre-war. It was estimated that the amount of seasonal
agricultural loans supplied in post-war Myanmar ranging from a low of K 278 million to
2 high of K 296 million; and for the costs of cultivation ranging between K 372 million
and K 489 million'. Some of these estimates were based on the results of the 1953
Sampling Census covering the town and neighborhoods which included 47,644 farmers
cultivating 482,000 acres.

However, the supply of agricultural credit was not adequate because the
cultivators did not have any surplus cash or food except to feed themselves through the
crop year. In the1954, Census the amount of agricuitural credit constituted only two-

thirds of the costs of cultivation. The desirable amount of indebtedness for agriculturists

Aye Hlaing, 1957
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Zepends on money factors- the most important being the productivity of borrowed capital,

e rate of interest, and the period of the loan'. On the part of farmers, the great majority
of farmers do not have any funds in their hands at the beginning of the agricuitural
—easons. Thus, loans are required to meet the paid out cost to be incurred during the
s2ason.

It was concluded that even at the time of the most liberal scale of government
sinance of agricultural credit, the state loans amounted to only about K 60 million which
was about one-sixth of the total requirement. The rest had to be obtained from private
ources. This led to the basic issues regarding problems of the policy of State agricultural
credit. The government could not continue to carry out a programme of increased state
financing for the agriculture sector with the present level of non-repayment of loans. The
zovernment had been to insist more and more on collective responsibility system as the
main weapon for securing higher rate of repayment. This had been the basic method with
all channels of lending; either through General Administration Department, or the
cooperatives, or the new system of agricultural banks and agency loans. However, the
recovery rates were not satisfactory and the system of state credit could not be continued
for a long time. Thus, during the parliamentary period, in the absence of adequate formal

credit, Myanmar agriculturists relied, as they always done, upon local money lenders.

Socialist Period (1962-1988)

Agricultural credit continued to be issued as in the parliamentary democracy
period. In 1965, there were more than 10,000 village banks. In 1962, the Revolutionary
Council government assumed state power agricultural credit provided was a total of
K 358.3 million®. Then, the government provisioned to lend out K 700 million in 1963,
but farmers could borrow only over K 400 million.

Table 3.15 shows that by the mid-1960s, the great expansion in agricultural credit
had petered out, after which acute scarcity of rural finance resumed its place as a
-haracteristic feature of Myanmar's agriculture. This lack of finance was just one of a

sumber of chronic problems that beset agriculture throughout the years of Revolutionary

_Tun Wai, 1957
- BSPP, Peasant Affairs




Council government, whose policy to the sector was centered upon the compulsory
procurement of many commodities (rice above all), severe restrictions on domestic trade,
and a complete state monopoly over the export trade. The state also had a monopoly over
processing, domestic marketing and provision of agricultural inputs. It gave
administrative directions to cultivators on their choice of crops, and imposed a myriad of
other measures consistent with state intervention on a hitherto unprecedented scale. The
end result would be falling agricultural incomes and production, a near collapse of paddy

exports, and an agricultural sector of low incentives, low productivity and overall

stagnation'.

- Table 3.15 Agricultural Credit (1962-1968)

Year Credit (Million Kyat)
1962/63 171.8
1963/64 413.2
1964/65 302.5
1965/66 229.6
1966/67 120.1
1967/68 113.4

Sources: SAB and BSPP, Peasant Affairs, No.6, p.139,

Up until 1973, the SAB (the agricultural finance division of the People’s Bank of
the Union of Burma-PBUB from 1970) and its network of village banks remained at a
core of Myanmar’s rural credit system. By 1972, there were over 11,000 village banks.
supposedly serving 1.9 million rural households, which was less than half of total number

of such households, the remainder of whom were left to seek informal credit of various
d its village banks were unable

s advanced by the SAB

forms>. Importantly, even those with access to the SAB an

to borrow anywhere near enough for their needs. The size of loan
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gepended on rigid formula that allocated a set amount of kyats per acre as determined by

e Ministry of Agriculture and Forests.

For paddy, the amount of loans per acre remained K 25, with higher limits set for

nigher-cost crops such as potatoes and onions (K 70), and lower allocation for lower-cost

crops such as beans and pulses (K 10-15). These amounts were far less than were

sufficient, with the K 25 allocation for paddy representing a mere 11% of average

cultivation costs in 1972/73'. According to the World Bank 1974, the average credit

allocation to cost ratio across all crop categories was less than 5 %.

In April 1973, Myanmar’s system of allocating rural credit via the village bank

was replaced by a regime in which the bulk of credit available was channeled to

cultivators by ways of “advance purchase” of their output by the state. Advance purchase

relieved cultivators from paying interest on advances, but this did not mean that the credit

they receive was free from cost. There had long been a substantial gap between the

government’ procurement price and that of prevailing in the market. This gap represented

the cost to the cultivator of providing their crop to the state and, in this sense, was akin to

an interest rate that might otherwise be levied on loans.

. The government raised agricultural credit from K 8 to K 12 per acre in 1962/63

and then to K 25 in 1963/64 while its interest rates were lowered from 12% to 9% per
em of agricultural credit by buying
n 1966 and the

annum. Moreover, the government solved the probl
~pindaung” with the cost of cultivating and reaping costs of K 45 i

Ministry of Industry lent credits for other crops such as cotton, jute and sugarcane.

Since 1965, the government still practiced “collective responsibility system’ at

village tracts with village banks, village cooperatives and village land committees. Types

of credits were seasonal loans, short-term and long-term loans and loans from

cooperative societies. However, in 1972, only 1.8 million rural households out of 4.4

million had real access to official credit. Although it somewhat relieved the dependence

of the farmers on more expensive private sources of credit, the lending rate of K 25

covered only about 11 % of the cost of cultivation in 1972/73.

During this period, private money lending was officially banned by the

sovernment. Despite this, the practice continued to flourish. Indeed, given low

Mya Than and Nishizawa, 1990
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ecurement prices and the diminution of financial institutions such as the SAB and the

rmal banks, it became more prevalent relative to the situation in the parliamentary

years. According to Emery 1970, 75% of credit provided to agriculturists was
ers ranged

r fo
ocracy
woplied by private money lenders. The interest rates charged by money lend

+-m 2%-4% per month against collateral, to 5%-10% per month on unsecured loans.

r. the government sought other strategies to eliminate the money |

rogramme, launched in 1963, that allotted K 100 million for a credit

Moreove enders.

Cme of these was a p

=mogramme for landless farm labourers to purchase food. The credit made available (up to

£ 200 in value per person) was in kind only, and could only be accessed in installments
-5 a value of no more than K 20 per month.

A more serious competitor to the local money lender (particularly in urban areas)

was the state’s owned pawnshop operations. These had been established under the “State

Pawnshop Management Board (SPMB). With the creation of the monobank, this became

simply the Small Loans Division (SLD) of Peoples’ Bank of the Union of Burma (PBUB).

Market-Oriented Period (1988-2010)

In 1990, the Myanmar Agriculture Bank (MAB) was transferred to the Ministry

of Agriculture and Irrigation as Myanma Agricultural and Rural Development Bank

{MARDB) in accordance with the Myanma Agricultural and Rural Development Bank

Law which was enacted by the State Law and Order Restoration Council. In 1993, the

head office in Yangon was organized with six functional departments — Administrative,

Loan, Accounts, Internal Audit, Research and Development, and Banking Departments.

Then the MARDB was transferred from Ministry of Finance and
1996. It was renamed as Myanma Agricultural

Revenue to the Ministry

of Agriculture and [rrigation in

nt Bank (MADB) in the same year, but its organizationa
ffectively support the

Developme | set up and functions

remained the same. The main goal of the MADB is to ¢

development of agricultural, livestock and rural socio economic enterprises in the country
by providing banking services. It continued operations through the countrywide network
of 15 regional offices, 221 township branches and over 3,000 staff members. The Bank is

still the main source of agricultural credit for small scale farmers.
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Objectives of MADB are to provide loans to farmers in a simple procedure; 1o
p—ote rural banking; to encourage saving habit; to support rural-socio-economic
‘opment ; to cultivate habit of using banking services; and to develop banking
—=ss. To achieve these objectives, the operational guidelines are laid down by the
=istry of Agriculture and Irrigation. These guidelines are: to supply credit adequately,
“afiver credit timely, to seek full recovery of loan, to enable farmers get investment
—ugh savings, to help farmers to become debt free and to make the bank self-relying.

The total seasonal loans disbursed by MADB are shown in Table 3.16. As shown
ir the table, total seasonal loans raised by the MADB reached K 93,489 million in

~2019/2010, nearly ten-fold increase compared to the 1995 level. The rice farmers have

-

‘een given top priority and about 80% of total loans is given to the rice farmers alone,
==ile the remaining 20% had to be divided among farmers growing oilseeds, pulses,
--7on and culinary crops. As short-term and long-term loans, the MADRB has lent to
-.itivators for buying pump seta and power tillers, and some loans to cultivators who
—ostly grow coffee, green tea and sugarcane. No private banks have yet undertaken the
—oney lending function to the farmers, but there are a few NGOs providing microfinance

-5 the rural people. However, their scope and scale of operation in terms of coverage of

-~ number of rural people and of areas is still very limited.

The MADB loans are mostly seasonal and the amount is also as small as about K
10.000 to 20,000 per acre (about $10 - $20 $ per 0.4 ha), compared t0 the estimated
production cost of around K 100,000 to 190,000 per acre (about $100 - $190 per 0.4 ha).
The MADB is virtually the only major source of institutional credit for small scale
sarmers in terms of relative coverage and accessibility for investment in agriculture. The
scale and impact of MADB loans to farmers are limited in comparison with the funding

requirement which is inadequate and ineffective for the purpose of productive

investment. MADB’s bank loan covers just around 10% of production cost. Comparison

of cost of cultivation and MADB seasonal loan rate for some crops in 2010 are shown in

Table 3.17.
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Table 3.16 Agricultural Loans by Crops

(Kyat Millions)

No | Particulars 1995/96 2000/01 2005/06 2009/10
1 Paddy 6605.71 9524.87 29292.05 76124.72
2 | Maize 65.81 - 73.28 644.97
3 | Groundnut 855.59 996.93 1752.42 3881.83
4 Sesamum 850.89 524.83 1562.13 5665.1
3 | Mustard 0.84 4.49 48.85 184.14
6 | Cotton 180.41 362.80 319.09 534.55
7 Pulses 233.66 654.76 1342.44 6453.99
8 Sugarcane 9.93 55.51 - -
9 | Other 210.95 - - -
Total 9013.79 12124.19 34390.26 93489.3

<-urce: Ministry of Agriculture and [rrigation,

Comparison of Cost of Cultivation and Annual Loan Rat

Table 3.17

Myanma Agricultural Development Bank.

e for Crops (2010)

Crop ~ Cost of cultivation Seasonal Loan rate Loan coverage to

(Kyat per acre) (Kyat per acre) cultivation cost %
“{onsoon Paddy 198,400 20,000 10.1
\Maize 142,500 10,000 7.0
Groundnut 238,250 10,000 42
Sesame 147,710 10,000 6.8
Green gram 123,950 10,000 8.1
“Black gram 85,300 10,000 11.7
L’S_ugarcane 384,900 10,000 2.6
TJute 124,575 10,000 8.0
" Long staple cotton 205,400 10,000 4.9

“Source: Myanmar Agriculture at a Gla

nce, DAP, MADB, JF¥D, MICDE,
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Total short-term loans were about K 38 million in 2001/02 and it rose to about
< 13780 million in 2009/10. Since land is owned by the Government and cannot be used
25 collateral, it is required that farmers borrow from MADB in a small group of 5 to 1€
“armers through joint liability. MADB has limited fund resources and branch network.
-eceives a capital fund of K 1000 million from the Central Bank at 10% per annum
g2iving MADB a spread of only 5%. At present, about 1.2 million farm households o

259% of the total number of households have access to credit from MADB. MADE

seasonal loans are too small to cover the total cost of production by farmers. Thus the

.....

assistance. They generally charge an interest rate of more than 36% per annum.

The amount of loans to various crops are K 2000-7000 for rice, K 2000-4000 for
groundnut, K 1500-3000 for sesame, K 1000-2000 for pulses K 2500-3000 for shor
staple cotton, K 1500-3000 for corn, K 1500 for mustard, K 2000 for sugarcane anc

aliz

K 3000 for jute respectively. As for interest rate, MADB charge 15% on loans and 5%
interest on saving deposits.

The seasonal loans must be repaid within one cropping season, and the loan size
is not adequate for farmers to repay on MADB alone. Thus farmers have to borrow from
informal money lenders with high interest rates ranging between 5% - 20% per month
The advantage from MADB loan is that if the crop fails because of drought and/or o

other reasons, MADB allows farmers to postpone their repayment by about one year.

The Board of Directors is empowered by MADB Law to determine the loan rates.
Even though seasonal loan rates are adjusted based on the increasing cost of cultivation
over years, it cannot cover the market price of one bag of fertilizer input (112 kg}.
MADB has always followed the interest rate policy set by the Central Bank of Myanmar
(CBM). CBM lend to MADB at 12.5% annual interest plus 0.5% service charges and
MADB lends to its borrowers at 17% per annum. Despite the narrow margin, MADB is

required to contribute 75% of its net income to the government and just the remaining
25% is kept as reserve fund. It indicates that MADB is not a profit seeking bank and has

to rely totally on CBM loan.
Another type of loans is the term-loan for farm development and investment.

Term-loan intends to provide purchase of farm machineries and implements such as
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.ctors and power tillers. The term of disbursement for these loans requires 50 percent of
== implement value as saving deposits and repayment with 1 year grace period. It is
—ated that short term and long term loans of MADB to cultivators “(to acquire farm
—achineries) are increasing over years from kyat 466 million in 1995 to K 9,057 million
2 2007. MADB currently faces with problem of insufficiency of funds to meet the
srowing demand for agricultural credit. It does not have the system and procedure for
Zisbursing loans to landless and poorest segments of the rural society. With insufficient
amount of credit from MADB, most farmers borrow money at high interest rate from
orivate money lenders and the said vicious circle has sunk them into debt spiral.

MADB puts its effort to build a sustainable source of loanable fund and to
secome a sound financial institution on its own as soon as possible. The loans provided
as various forms of disbursements during 10 years indicated the good results in terms of
recovery rate,

However, MADB’s seasonal loans for production of nine main varieties of crops
hardly meet the actual cost of cultivation of the farmers. Since the loan size covers only
75-10% of the production cost and only 75% of the farmers have access to the loan
programme. All the farmers have no chance to use the land as collateral for bank due to
current land policy. Since loans program was laid down based on tough rules and
regulations, real poor resource farmers have less access to the loan system. Permanent
land ownership with boasting population in the rural land allows increasing landlessness
day by day. Since poverty of rural land is mainly associated with the increased
landlessness and for the progress of micro-credit project for the landlessness in rural area
has become crucial.

MADB is providing loans to those farmers who can manage their land well and
who are really sure to return back the money to MADB as well. However, the majority of
the rural area is landless, if MADB could pave the way for those landless one way or
other, the opportunity of landless will be developed. The farmers in the rural area, dwell
on a certain farm size tilling the soil since those of ancestors, however, increased
population day by day becomes landless. Thus, boasting landless in rural area becomes a

great threat for the sustainable livelihood of the people in the rural area.



Again, the Rural Saving Mobilization Scheme was launched in 1993 to channel
= surplus of farmers’ rapidly increasing income towards farm investment and also to
T=xe banking services available to the population in the rural areas. All borrowers from
24 DB are savers and MADB allowed the savers to borrow farm development loans

~:sed on their saving deposits for purchase of farm machines, power titlers and pump set,

—- The borrowers or savers pledged their savings and their newly bought machines as

<-liateral. During 1993/94 to 2003/04, the number of savers and saving amount had
‘=creased rapidly.

Another programme for financing agricultural credits is microfinance in rural
=-2as, started in Myanmar in 1997. However, it is still only on project status supported by
NGOs — domestic and international. Activities of international programme are undertaken
2y the UNDP, UNOPS, Grameen Trust, PACT, GRET, World Vision, CARE Myanmar,
-nd Save the Children. Organizations providing microfinance activities for agriculturists
Zomestically are mainly Union Solidarity and Development Association (USDA) and
zgricultural related companies.

Nowadays, private companies such as Specialized Companies for crops especially
rice and pulses were established in 2009 for food security and export promotion, then to
development of supply chain mechanism. Moreover, they support agricultural inputs and
rechnology for agricultural productivity. A total of 38 Rice Specialized Companies and
21 Pulses and Beans Specialized Companies were established in 2011. Their supports to
farmers were K 32 billion in 2010/11.

Especially, Myanmar Rice Specialized Companies. MRSCs emerge to help the
farmers by providing farm credit and such inputs as seeds and fertilizers. Although their
coverage is rather small to fulfill the needs of the whole country, it is a good initiative of
public-private-partnership (PPP). Farmers and MRSCs should have a more cohesive legal
arrangement towards the progress and sustainable of the system. There are altogether 32
companies established in Yangon Division Region, Ayeyarwady Division Region, Bago
Division Region, Magway Division Region, Mandalay Division Region and Rakhine
State, as of 2011. Since the area of coverage of MRSC’s loan is minimal, majority of

farmers still have to rely on informal money lenders. It highlights the need of supervised
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= cro-financing for agriculture industry. The emergence of MRSCs is the positive move

& :he development of the agriculture sector.

Rice specialized companies under Myanmar Rice Traders Association (MRTA)
~=ve set the program of contract farming on paddy production with the farmers in its
Zesignated areas after Nargis. These companies provided seasonal loans as well as farm
—outs such as quality seeds, fertilizers and pesticides to the farmers. As for contract
~=-ms, the farmers have to pay back in kind with prevailing market price after the harvest
=~ the companies. The farmers can also sell the surplus paddy of the market price to the
companies. This type of supply chain arrangement gives the guarantee market to the
<rmers for their farm products and facilitates credit for farm operation. It results the
enefit of the farmers through increased crop productivity and improved product quality.
This type of arrangement between farmers and crop specialized companies is successfully
‘mplementing on the base of trust for mutual benefit. However, this arrangement COvers
some areas of paddy production, which needs expansion of the activities in other paddy
areas and also for important export crop like pulses. Funding assistance is required for
crop specialized companies in order to extend their activities. In order to expedite the

successful contract farming arrangement, the government should support the fund as

agricultural loans to the crop Specialized Companies.

3.7 Marketing Institutions

Marketing policy is a policy that responses to price signals and gives incentives
“or cultivators and exporters. Agricultural marketing constitutes a vital role in enabling
he smooth flow of agricultural commodities for domestic utilization or for external trade.
In line with its liberal economic philosophy, the colonial government in Myanmar
oracticed free marketing and pricing policies. During the colonial period, Myanmar .
olayed a leading role among rice-exporting nations and was well integrated in the
international trading system. However, a central feature of Myanmar’s economic policy
since independence was state control of agricultural marketing. After the adoption of the
market-oriented economic policies in 1988, the government introduced several reform

neasures to reduce their direct involvement in the national economy, including the area
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=% agricultural marketing and the private sector has been encouraged to engage in all

“orms of business, especially in marketing and trading.

Colonial Period (1886-1948)

During the colonial period, Myanmar was an export economy based on fairly
commercialized peasant agriculture. Rice was the major export crop and was cultivated
mostly in Lower Myanmar. In addition to rice, there were other crops, such as pulses and
seans, oil seeds, sesame and groundnut cultivated in the dry zone area of Upper
Myanmar; cash crops such as sugarcane, tobacco and cotton were grown in Central
Myanmar; and rubber in the coastal areas of the country. However, cultivation of these
<rops was minimal.

In the long period of colonial rule, the country was opened to international trade
largely under free market forces. Moreover, the colonial government recognized very
axtensive property rights of individuals in their land. As a result, land could be freely
bought and sold, and mortgaged as a security for loans and so on. However, the
transportation, milling, storage, and marketing of the major export crops were largely
controlled and managed by powerful foreign firms. With the spread of the market
economy, farmers came to depend on borrowed funds for their working capital, supplied
by the easy credit policies of money lenders, mostly foreigners. However, the sharp fall
of prices during the severe depression of the 1930s led to large scale alienation of land to
the creditors.

With the opening of the Suez Canal, under the British Rule, Myanmar’s
agriculture changed from domestic to commercial basis. Moreover, building rice mills in
Myanmar and demand for rice exports gave the incentives for cultivators to expand
cultivation of rice and to secure marketing for rice. Myanmar cultivators (small land
holders and owners) could sell their surplus to collectors (brokers) with the lower prices
than the market prices. Traders, rice millers and foreign capitalists benefited by rice
export, because they obtained the profit which is the gap between the price the cultivators

sell and the market price. During this period, trading of rice was handled by foreign

companies.
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During the colonial period, Myanmar was one of the largest exporters of rice.
About 30 percent of foreign trade was exports of rice. Foreign trade or marketing for
external trade for rice wa’s controlled by foreign companies: Chinese, Indians, Myanmars
and Dutch were for east nations and European companies at Myanmar were for Western
European countries like Steel Brothers, Globe Brother, Alarming Arakan Trading
Company, Anglo Burma Company, Fair Weatheriches Company and East Asiatic
Company. Bullinger Pool, collected or organized by British Companies in 1921,
monopolized the rice trading and marketing in Myanmar.

Moreover, rice millers and rice traders were also important in rice marketing in
Myanmar. Some were Larmishansi Company from India, Chinchaung Company from
China and Barclay But and Brother from Myanmar. Rice Trading Association was
formed by the rice traders and controlled the price of rice. However, rice marketing for
domestic and external trade was monopolized by Bullinger Pool and it bought rice at
lowest prices and exported it, thus making substantial profits. Its speculative action led to
decreased prices of rice gradually. Due to the Great Depression and trading companies’
exploitation, prices of rice decreased to the lowest after 1925 (Table 3.18).

After the opening of Suez Cannel, production and export of rice increased year by
year until 1931 and foreign companies benefited from it, but farmers could not enjoy
these benefits and was worse. The very low price of rice was one of the reasons to be
poor farmers and thus landlessness and laborers. At the same time, Chettiars and Banks
demanded loans t(; farmers apart from government taxation. Farmers suffered from the
worsening situation and government could not solve or release or (failed to do)
effectively. As a result, Peasants’” Uprising emerged in 1930. After that, more Peasants’
movements or activities arose around the country',

In fact, the real reason that drove the Myanmar farmers into indebtedness was the
British policy to monopolize all rice exports in 1918/19 for the said purposes of
benefiting non-agricultural consumers by keeping the domestic price down and of

preventing the realization of undue speculative profits on the part of millers and brokers

engaged in the exporting business”.

: History of Peasant Asiayone, 1982
1 Report of the Administration of Burma, 1918/19
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Table 3.18 Price of Paddy (Kyat/ 100 Baskets)

’7 Year Price of Paddy (Kyat/100 basket)
1870 70
1875 65
1880 100
1890 95
1895 95
1900 95
1905 105 B
1910 110
1915 125
1920 181
1925 195
1930 130
1935 94
1940 100

Source: J.S. Furnivall, An Introduction to the Political Economy of Burma, 1957.
The Agricultural Project Board (APB) was organized in 1944 when an

Agricultural Rehabilitation Commission was created to formulate a plan for the

~shabilitation of agriculture in Myanmar following the Japanese Occupation. It purchased

=1 amount of 521,000 tons of rice with 43% allocated to deficient areas and the rest being

—ade avaijlable to the British Ministry of Food for resale to the various importing

countries.

scheme known as the economic rec
the plan was to diversify agricultural
sugarcane, jute, tobacco and cotton, both fo

continued to be the dominant crop. One of th

domestic prices in the face of sharp fluctuations i

Parliamentary Democracy Period (1948-1962)

Upon the attainment of independence, the first

was in agricultural marketing and pricing policies.

national government drew up a

onstruction of the country in 1947. The main thrust of
production more towards cash crops such as
r domestic consumption and for exports. Rice

e important changes of the new government

For the purpose of stabilizing

n international prices, the government
introduced a system of official price for paddy and rice. This was carried out by the State
Agricultural Marketing Board (SAMB) with the objective of replacing foreigners who

had dominated the paddy market as middlemen. The government procurement price was
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azpt constant for a long period until 1961. In the early years of the policy, the domestic
crice was fixed at such a low level below the international price received for rice exports.
The different prices of rice during this period were shown in Table 3.19. The
sovernment’s procurement and retail prices for rice were kept constant at K 137 and
‘< 211 per ton respectively from 1948/49 to 1960/61. Export prices were fluctuated and
e official procurement price of paddy was kept constant and well below the export price
Suring 1948/49 to 1960/61. This system not only kept inflation rates at low levels but also
contributed greatly to capital formation' . The sown acreage under paddy was below the
1936-40 average while that of other crops such as groundnut, sessamum, pulses, and
sugarcane have surpassed the 1936-40 average” . This changing structure of cropping
sreas was a clear reflection of the changing structure of incentives as well as the
responsiveness of Myanmar farmers to changes in relative price incentives. In fact, the
policy was implemented by the government through state marketing boards which were
given a monopoly over the export trade in rice.

Table 3.19 Rice Prices (Ngasein Variety), Myanmar, 1948-62

(Kyat per ton)
Year Procurement Prices Export Retail Prices
e Prices

_. Govt. Market Govt. Free Market

©1948/49 137 156 575 211 191
1949/50 137 159 731 211 289
1950/51 137 165 860 211 322
1951/52 137 158 706 211 296
1952/53 137 153 551 211 284
1953/54 137 151 469 211 286
1954/55 137 152 452 211 279
1955/56 137 156 435 211 290
1956/57 137 156 436 211 283
1957/58 137 156 429 211 275
1958/59 137 156 440 211 284
1959/60 137 162 428 211 298
1960/61 137 183 422 211 321
1961/62 144 151 432 222 358

Source: Agricultural and Farm Produce Trade Corporation: Report to the Pyithu Hiuttaw,

1953/54- 1965/66; CSO Statistical Yearbook, 1970.

! Mya Than and Niwshizawa, 1990
? Myat Thein, 2000
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A central feature of Myanmar’s economic policy since independence had been the
government’s control of domestic procurement and exports of rice. Government
arocurement of rice until 1962 was mainly for export purposes. Creating a marketing
system for agricultural products in general, and for rice in particular to serve the nationa
interest was one of the central policy issues for the Myanmar government.

The main concerns of the government in the agriculture sector during the
parliamentary democracy era were to redress the problems of landlessness and
indebtedness, on one hand, and to promote equity on the other. The government made
attempts at the state monopolization of trade in farm products as well as at price controls
mainly with (1) eliminating the domination of trade in farm products by Indian and
Chinese merchants, and (2) making the export earnings on farm products an important
source of the state income. In 1946, the government created the State Agricultural
Marketing Board (SAMB) to carry out the official procurement of rice in place of APB.

The SAMB was mandated to handle the following: assume all rice export
marketing functions which had previously been performed by foreigners; provide revenue
for development plans by profiting from the difference between the purchase price given
to farmers and the export price received for rice; provide a guaranteed price and the
stability necessary to encourage cultivators to expand their paddy acreage; and maintain
price stability in the entire economy, especially in urban wage, by holding down rice
prices’. |

The government drew up a Five-Year Plan for agricultural development in 1952
and to provide agricultural credits to farmers, and created the Agricultural Development
Bank in 1953. However, the positive impacts of these efforts were offset by the negative
impact of the marketing policy of the State Agricultural Marketing Board (SAMB).

The government’s pricing system kept inflation rates at low levels and greatly
increased the government’s involvement in the domestic market for paddy by providing
rice at a subsidized price for urban areas and rice-deficit areas all over the country. The
state procurement system operated within an open market framework, where farmers

could make their own decisions as to what to produce, how to produce, and who to sell to.

" Ambler, 1983
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The SAMB bought paddy and rice from millers, middlemen, co-operatives, and the

Ty
vd

farmers, chiefly for exports, leaving the distribution of rice for domestic consumption
free market agents.

Distribution of rice from 1948 to 1963 was carried out by private enterprises and
the method of distribution had been through the operation of market forces. This task was

taken over by the People’s Stores and Cooperatives during 1963/64 and 1973/74.

Socialist Period (1962-1988)
Under the Burmese Way to Socialism, agriculture became highly controlled and

directed by the state. The state and cooperative sectors were the major players rather than
the land holding peasant class.

The Revolutionary government in 1963, started a nationalization policy in various
areas of the economy, and the nationalization of the marketing sector became the first and
most thoroughgoing. There was a strong nationalistic motive behind the government's
decision to nationalize the marketing sector of the economy, namely, its desire to break
up the economic power of the resident Indians and Chinese who had dominated this
sector since before independence. As a result of nationalization of the marketing sector,
private trade in rice and other major farm products for domestic markets also came to be
prohibited, and the collections of those products also became the domain of the
government.

The SAMB was reorganized as the Union of Burma Agricultural and Marketing
Board (UBAMB), which completely took over the entire trading (buying, distributing,
and exporting) of “controlled “ crops as crops cultivated throughout the country came to
be classified into “planned” or “controlled” crops and “non-planned” or *non-controlled”
crops. Moreover, as cultivated areas also came to be classified as “planned” and “non-
planned areas, farmers in the “planned” areas could no longer decide freely on what, how
and when to produce and sell. Then, in July 1963, the trading of eleven essential

commodities, including rice, wheat, and vegetables was nationalized. The UBAMB
established depots for buying paddy became a government monopoly. By 1964, as part of
the nationalization of all trade and commerce, private trade in rice in the domestic market

was officially prohibited and all paddy had to be sold to Trade Corporation No.l. The
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3AMB remained as Trade Corporation No.l in 1964. It was again renamed as ihe
zricultural and Farm Produce Trade Corporation (AFPTC) in 1974. The export of
E{uddy was mainly carried out by the UBAMB and then by Trade Corporation No. .

The objectives of the marketing policy during 1962 and1988 were (a) to provics
2 suaranteed price and the stability necessary to encourage cultivators to expand theis
groduction; (b) to provide revenue for development plans and (c) to maintain price
sability in the entire economy, and especially urban wages, by holding down rice prices.
Taese aims were not different from those of SAMB period except that the Revolutionary
Council government had more control over the marketing of agricultural products than is
zsedecessors. In practice, the overwhelming emphasis on achieving the latter e
cojectives acted as a disincentive to expand production. This is especially so in the case
2f paddy/rice production at least up to 1972/73. The state procurement system operated
aithin an open market framework and the SAMB bought paddy and rice from millers.
=iddlemen, co-operatives, and farmers.

The economic significance of the SAMB, the UBAMB, and Trade Corporation
No.l was that it was a means of (progressive) taxation of the agriculture sector, although
=+ was asserted that their role was to replace the middle men in paddy trade. However, in
1972/73, local co-operatives were given the responsibility for the procurement and
distribution of rice. The bad weather contributed to the decline in production during this
wear and, as a result, farmers, traders, households, and even local authorities started
~oarding paddy. This led to rice shortages in the towns and the situation became chaotic.
This in turn sparked the workers’ riots in Yangon in 1974.

As far as the agricultural pricing policy is concerned there was no significant
change except in 1973/74 when the government increased prices based, unlike in
arevious cases, on the cost of cultivation. The government controlled the prices of paddy.
wheat, maize, cotton, kenaf, jute, rubber, sugarcane, Virginia tobacco and some pulses
and beans and set the procurement prices of “controlled™ crops nationally, regardless of
zeographical location, varying only according to the type or grade of each crop. Paddy
arice was kept low and constant for a long time and the export price was approximately
mwo times higher than the government procurement price. This was the result of the

aricing policy of the Revolutionary Council government which was, in essence, the
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continuation of the price policy of the AFPFL governments. The rationale was that the
government, by keeping paddy price low, could make profits for capital accumulation
and it would be able to supply urban dwellers and laborers with cheap staple food, and
thus control the rate of inflation. In fact, the price policy of that period was consumer-
biased and a kind of welfare policy measure. This price policy obviously depressed the
mcentives for farmers to grow paddy.

With the beginning of the 1974/75 season, the government implemented a new
procurement system which was actually a “compulsory delivery system”. According to
this system, a quota of paddy which had to be sold at a fixed price to the government
depot was set for each farmer according to the size of his holding for paddy, the yield per
acre, his family size and the amount of paddy to be paid to hired labor. The remaining
part of the harvest could be sold within the township. This was actually a form of
progressive taxation which favored the small farmer with poor performance. In other
words, this was yet again a policy of equity rather than of improving productivity.
Moreover, the state applied, during this period, an advance purchase system which is
similar to the “pindaung” system, by which lenders extended credit to the farmers in cash

for which farmers had to pay back in crops. Trade Corporation No.l (later AFPTC)

purchased paddy from the farmers with advance payments through its depots all over the

country from 1974/75. State-procured paddy was milled by about 45 state-owned mills
and by about 800 private mills under contract with the AFPTC. An additional 850

privately owned rice mills milled rice only for domestic consumption of the farmers and

were forbidden to mill paddy brought in by anyone other than the producers themselves.
However, rice found its way to the black market through direct sale or through private
rice mills.

Rice found in the black market was mostly from the large farmers. Small farmers,
on the other hand, sometimes had to sell part of their “wunza” or the part of the
production kept for home consumption to the AFPTC to fulfill their quota and later was
forced to buy rice for their own consumption at the black market price, which was about
swice the price of what they sold to the state. Since 1979/80, the AFPTC provided
incentives for the sale of rice above quota. Those who sold extra rice could buy some

goods at the state shops at the official price which was much cheaper than the free market
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zrice. These incentives plus a good harvest helped the AFPTC to buy more paddy during
‘=is period. However, it was found that the amount of procured paddy was inversely
-slated to the gap between the official procurement price and the black market price. This
—eans that the wider the gap between these two prices, the lesser the amount of
zovernment procurement.

As shown in Table 3.20, in 1973/74 the government raised the procurement price
af paddy to more than twice that of the 1972/73 price to correct the imbalance that had
acen perpetuated for more than twenty years. The prices of other crops were adjusted too.
This price increase received enthusiastic response from paddy farmers and their sown
acreage increased along with production and procurement. The paddy price was increased
again in 1979/80 and in 1980/81 as the government felt that the incentives created by the
orice hike in 1974 had declined in importance after 1977/78.

The distribution of rice for internal consumption was carried out by local co-
operatives which replaced the People’s Stores. Co-operatives were more flexible and
easier to manage than the People’s Stores. In practice, the amount of rice for distribution
in each and every State/Division was calculated by the Ministry of Trade, with the
approval of the Cabinet. Then the respective People’s Council at each level set the
amount to be distributed within their administrative areas.

The role of co-operatives in the procurement of agricultural products became
more and more pronounced in this period. This was also part of the strategy to increase
the co-operatives’ involvement in the country’s economy, in line with the Twenty-Year
Plan.

in September 1987, the most radical reform in marketing policy was introduced
with the lifting of the Twenty One-year-old restrictions on free trade of paddy and other
eight crops. Then, the government announced that farmers should pay agricultural taxes
in kind. Again, in February 1988, the government announced to allow private business

and co-operatives to export rice, relaxing its Twenty Five-year-old monopoly.
Market-Oriented Period (1988-2010)

Following the official revocation of the *1965 Law of Establishment of Socialist

Economic System” in 1989, a series of liberalization measures were carried out in order
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snable the transition to a market-oriented system. Among major economic reforms,
and agricultural sector reforms were for initiating institutional changes such as the
blishment of land commission to ensure optimum use of land resources; abolishing
= e controls, reduction of compulsory delivery quota for paddy; reduction of subsidies;
ing of land for private investment as well as foreign direct investment; measures for
uction expansion.

Reforms on the production side represent both a departure from and a return to the
4 style of government intervention. On the one hand, farmers are in principle allowed to
Itivate crops of their choice and to process them freely. Foreign direct investment is
iso allowed in agricultural production and other activities. In addition, the gradual
imination of subsidies on farm inputs came to constitute yet another component of
=roduction reforms. On the other hand, since the introduction of Summer Paddy Program
= 1992/93, farmers were compelled to grow summer paddy.

The Myanmar Agricultural Produce -Trading (MAPT) of the Ministry of
Commerce was restructured again as a State Economic Enterprise in 1989. Paddy is
surchased under a quota system by the MAPT. This system is applied to the monsoon
sice which is produced in the monsoon season, and the quota rate is about 10 to 12
‘saskets per acre.

MAPT is responsible for procurement, processing, storage, packaging,
ransportation, distribution and exports of agricultural produces- rice, pulses, beans,
“naize, oil cakes and other agricultural and farm produce-cattle and goat, brown slab
sugar, cattle hides and skins respectively. Local administrative authorities legally support
MAPT in paddy procurement process forming supervisory committees at various levels.
\JAPT is a unique department which was mainly established for procurement of paddy
directly from farmers with transport, storage, rice processing, oil processing,
manufacturing of packaging materials, construction of new rice mills, warehouses, pests
and quality control and distribution to the government employees, military personnel,
fospitals, student hostels, prisons and social welfare institutions. Based on the purchased
rice produce and distribution, the remaining balance will be either exported or kept as a
buffer stock. The buffer stock and export varies with several situations, the weather of

the harvested crop-year, the interest and feedback of the farmers on quota system, the
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=andling of quality control from the farmers’ field to the post harvest processing of

MAPT. and the demand of international market.

Table 3.20 Prices of Paddy/Rice (1962 — 1988)

(Kyat per ton)

' | Retail Procurement .
Free Free Ratio of Export Export
~ Year Govt. Market Govt. | Market Price/Govt. Price Price
- 1962/63 222 378 149 166 2.973 443
I_1_963/64 222 395 149 159 3.000 447
- 1964/65 229 357 149 155 3.167 472
,__1965/66 229 499 149 147 3.248 484
1966/67 251 1,400 163 165 3.196 521
- 1967/68 | 265 1,300 172 209 3.36 578
- 1968/69 265 900 172 528 4.087 703
C1969/70 311 568 172 244 3.877 667
- 1970/71 311 628 172 281 2.703 465
L 1971/72 311 1,038 172 538 2.436 419
1972/73 427 1.109 204 582 2.509 512
1973/74 640 1,344 431 729 1.916 826
- 1974/75 710 1,368 43] 744 3.733 1,609
!'_1975/76 804 1,283 431 679 4.074 1,756
1976/77 870 1,123 431 579 2.684 1,257
1977/78 894 1,368 431 732 3.185 1,373
1978/79 935 1,674 446 1,132 3.226 1,439
1979/80 935 1,176 446 1,211 3.349 1,494
1980/81 935 1,647 472 1,253 3.19 1,506
1981/82 894 1,289 472 1,833 4.978 2,350
1982/83 894 1,500 472 1,986 5.317 2.510
1983/84 894 1,834 472 2,291 3.75 1,770
1984/85 894 2,022 472 2,444 3.341 1,577
1985/86 894 2,126 472 2,521 2.790 1,317
' 1986/87 894 2,139 472 2,597 3.010 1,421
1987/88 894 5,747 472 2,879 1.737 820 |

Sources: Mya Than and Niwshizawa, Agricultural Policy Reforms and Agricultural
Development in Myanmar, 1990.

In 2003/04, paddy purchasing programme of the government was changed.

UMFCCI (established in 1919 as the Myanmar Chamber of Commerce or Burmese
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“hamber of Commerce (BCC) during the British colonial period, then developed into the
L nion of Burma Chamber of Commerce and Industry (UBCCI) during 1948 to 1962, and
2 1999, UMCCI was upgraded as the Union of Myanmar Federation of Chamber of
“ommerce and Industry (UMFCCI) in order to strengthen its capacity and scope in the
=:onomic development of the nation) , is responsible for purchasing the paddy at various
Lavels of township, district, State and Division and Headquarters in Yangon. The price of
addy is based on the prevailing market price, which is considered as appropriate for both
“armers and consumers as well. The purchasing depots at various rice production areas
sre established. The purchased paddy is transported by the buyers to the warehouse of
MAPT where the same amount of paddy price is paid to the buyers.by MAPT. The
"‘UI"Chade rice quality standard is undertaken using the same procedure of MAPT.

A new rice trade policy was announced on 24" August in 2003 and the
compulsory delivery system on paddy was removed beginning from the 2003 harvest,
then government would no longer buy paddy directly from the farmers. According to the
policy, Rice Traders’ Association will purchase rice freely from the farmers at market
arices. Then, paddy will be transferred to MAPT with the same price as it was bought
from the farmers. However, for the distribution of rice to the target group is still managed
by MAPT and export is handled by the First Company Limited of Myanmar Rice Import
and Export in Yangon.

Domestic wholesale prices of the crops have increased after market liberalization

in 2003, particularly paddy and pulses which are the major exporting crops. It indicates

that increasing market prices of rice and pulses are the signals to the farmers to increase
crop production in successive years (Table 3.21). However, prices fluctuation in pulses
appeared in some years after 2000, depending on demand of Indian market. Since 74
percent of the total export volume contributes largest share to India, export prices to India
obviously reflect domestic wholesale market prices of the pulses.

Domestic market prices of black gram and green gram in 2009 were higher than
the last year by 39 % and 27 %, respectively. The export prices of black gram and green
gram to Indian market in 2009 were higher than the price levels in 2008 by 49% and
64%, respectively. The trend of domestic prices of pulses followed the trend of export

prices in Indian market. Since India occupies the position of the largest importer,




ontinuous study and analysis should be made on production, consumption and trage
solicy of India and supply and demand situation in the international market. To maximize
zhe export earnings and to sustain export volume, Myanmar needs to adopt a much more
intelligent as well as technical approaches to export markets in terms of market analysis,
gquality improvement and value added products in view of regional free trade and global

irading arrangement.

Table 3.21 Crop and Price Trend at Harvest Time (Wholesale Market Price)

~ Year Paddy Pulses Pulses Pulses
(Mungbean) (Greengram) (Pigeonpea)
Output | Price | Output | Price Output | Price | Output | Price
1985 | 14,090 459 93 1,556 30 1,244 51 1,089
L‘1_990 13,748 | 2,356 99 15,138 62 12,604 42 15,771
1995 17,669 | 4,086 365 43,556 332 35,778 142 37,402
1998 | 16,807 | 16,346 437 66,889 457 100,116 157 105,778
71999 | 19,808 | 16,346 421 112,680 | 471 98,136 182 132,002
12000 | 20,987 | 16,346 523 166,112 | 511 110,384 | 315 114,212
l 2001 | 21,569 | 16,346 625 155,555 | 569 | 202,222 | 458 132,222
12002 | 21,461 | 18,990 654 | 248,888 | 607 | 287,777 | 435 222,444
2003 | 22,770 | 62,500 728 | 217,777 | 662 | 228,666 | 478 256,666
| 2004 | 24,361 | 72,115 899 | 264,860 | 778 | 290,734 | 547 241,283_J
2005 | 27.683 | 110,400 | 1,021 | 395,111 945 | 406,528 | 584 | 269,111 |
2006 | 30,923 | 186,960 | 1,201 | 774,667 1,055 | 625,333 | 628 | 295,555 |
2007 | 31,450 | 168,000 | 1,381 | 590,333 1,197 | 538,222 | 700 | 470,400 ‘
2008 | 32,573 | 163,200 | 1,446 | 491,555 | 1,240 | 644,933 745 | 447,675 |

after technolog

With the new rice trade policy,

y sharing service for both domestic rice traders and exporters in terms of

* Qutput - (‘000 tons) and Price -Kyat/ton

Source: Myanmar Agriculture Service.

the role of MAPT needs to change. It could look
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quality control, grading, post harvest handlings on storage, milling, pest control and
ction to be comparable with other international rice exporters. In order to keep up
> advanced rice processing technology with others, the existing R & D at PTAC
sould be strengthened.

Moreover, export of most agricultural products was opened. However, the 10%
=x imposed on value of export earning comprised of 8% for commercial tax and 2% for
meome tax. This export tax is part of the cost in doing business for exporters. In order to
=zintain profit margin, traders or exporters, have distinguished the 10% in their payment
== farmers on price at the farm gate hence the farmers are receiving 10% less of their
-roducts which is lower than the actual export price after deducting export tax. Therefore.
== export tax is like an implicit tax on selling of the export products by farmers. In this
czse, farmers do not receive the actual market price. In August 2011, imposing the
sommercial tax on rice and other products (pulses and beans, maize, sesame and rubber)
was removed to promote exports by Notification No. 32/2011 v

According to the survey of Food and Agricultural Organization of the UN (FAQO).
2 high priority is given to the establishment of a Market Information Service (MIS) in
order to make the agricultural marketing system more competitive and efficient under the
~arket-oriented economy. The major objective of the MIS is to promote market
ransparency lo the advantage of market participants including farmers, collectors,
wholesalers, and retailers.

The MIS Price Bulletin and the Agri-business News have been published on a
monthly and weekly basis since late 2000 in order to achieve the MIS objective and to
meet the needs of market participants. The News includes information on daily prices in
Yangon and Mandalay markets, and information of weekly prices of 14 agricultural
markets across the country. The Bulletin and the News are useful to both policy makers
and market participants such as wholesalers, traders, exporters, and others. Various types
of organizations such as state, co-operatives, joint ventures, and private enterprises were
allowed to do business in previously state-controlled agricultural products.

Recently Commodity Exchange Centers have been increasing in States and

Divisions, and a total of 35 centers were organized and 25 centers will be continued.

The New Light of Myanmar, August 16, 2011



2006, Workshops on Development of Commodity Exchange Centers have beer
acted.

Underlying the market economic system after 1988, trade barriers previous!:
ssed by the government were relaxed to some extent both in domestic anc
national markets, the traders came to enjoy on export and import of agriculturz
icucts as well as trading in domestic markets. Several private associations tor the
ific agricultural products like rice, pulses, oilseeds, and vegetables and fruits. eic.
w2 been formed under the Union of Myanmar Federation for Chambers of Commerce
2 Industry (UMFCCI). Up to now a total of 13 agricultural crops related associations a
central level are formed under UMFCCI. These associations are (1) Myanmar Padd
== ducers Association, (2) Myanmar Rice and Paddy Traders Association; (3) Myanmar
B c2 Miller’s Association; (4) Myanmar Fruit and Vegetable Producer and Exporter
‘tssociation; (5) Myanmar Pulses, Beans and Sesame Seeds Merchants Association: (6}
Livanmar Edible Oil Dealers Association; (7) Myanmar Rubber Producers Association:
8, Myanmar Farm Crop Producers’ Association, (9) Myanmar Sugarcane and Sugar
Szlated Products merchants and manufacturers Association (10) Myanmar Oil Paim
Zroducers’ Association; (11) Myanmar Agro Based Food Processors and Exporter
4ssociation; (12) Myanmar Perennial Crop Producers’ Association and (13) Myanmar
Onion, Garlic and Culinary Crops Production and Exporting Association. Myanmar
Sisheries Federation and Myanmar Forest Products and Timber Merchants Association
zlso affiliate with UMFCCI.

At the apex of the chambers and associations in the country, the UMFCCI stands
as a national NGO, representing and safeguarding the interest of the private business
sector. Under the federation, there are 19 trade associations of which the following are
related to the agriculture sector: Myanmar Rice Millers Association, Myanmar Rice and
Paddy Wholesalers Association, Myanmar Edible Oil Dealers Association, Myanmar
Pulses, Beans and Sesame Seeds Merchants Association, and Crop Producers’
Associations.

Myanmar Rice Industry Association was formed comprising segmented
associations namely, Myanmar Paddy Producers Association, Myanmar Rice Miller’s

Association, Myanmar Rice & Paddy Traders Association and Rice Specialized



Companies, in order to integrate the activities along the supply chain with the mzin
abjective of developing efficient and competitive Myanmar rice industry and to support
sustainable development of agricultural production through Public-Private-Partnershis
{PPP). Myanmar Rice Specialized Companies (MRSCs) engages in cooperation with the
farmers in identified areas by supporting inputs and credit to produce the quality rice
Since government seed production program is insufficient to cover all areas of padd;
cultivation, the MRSCs provide the certified seeds to produce required quality for export

About 40% of the paddy production cost is also provided by the companies
through contract arrangements. Seeds, credit with 2% interest per month without
collateral and other inputs are provided to the farmers through contract farming
arrangement, settling mutual benefit between farmers and traders. However, the area
under this arrangement is limited and covers few farm households in designated
township. This type of arrangement may be lasting as long as keeping trust between
farmers and investors, since there is no legal instrument if it has some breaches on
agreement by either side. In order to implement the activities of the association,
Myanmar Rice Industry Associations have been formed at township levels and down to
village tract levels in target areas to implement the activities such as distribution of farm
inputs, advance payment for cultivation and collection of the payback in kind. Without
legal association or group of farmers from demand side, crop specialized companies are
dealing with local farmers’ group for their business based on trust and mutual benefits
which is not the legal binding and is difficult for sustainable arrangement.

Stabilization of domestic rice is being addressed as an important issue for low
income groups. In order to tackle this issue, it comes up to adjust the export volume of
rice through limitation on export volume when domestic price is tending to incline, that
makes distortion on marketing arrangement and relationship to customers.

Regarding the pricing policy, stability of the commodity price at reasonable level
 essential to benefit both farmers and consumers. Domestic market price trend is
~armally reflected by the changes of price received for export crops subject to normal
Zomestic supply and consumption. Consequently, domestic price signals producers to
m},ust their production that affects fluctuation at the production level. Since rice is the

s=ple food of the country, fluctuations in domestic price of rice result in adverse effects
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n both farmers and consumers. In order to protect rice farmers and consumers, a price
zuaranteed system needed to be put in place and this price guaranteed should cover the
sotual cost of cultivation in different paddy producing areas such as rice deficit and
surplus areas. If surplus of paddy is not purchased by traders in the domestic market, the
zovernment takes responsibility o purchase the excess supply as a buffer stocks,
stherwise rice farmers will encounter losses due to the declining rice price. To proteci
low income consumers in urban area, if the rice price increase sharply due to excess
demand or seasonal fluctuation, rice from buffer stock can be released with at cost at
which the price was purchased plus marketing cost associated with handling, storage cost.
transport cost and capital cost.

In order to protect both farmers and consumers at the country, paddy production
level, domestic market demand and sale contract volume with buyer countries should be
adjusted and monitored constantly. The reason is that if export price volume exceeds than
the country’s surplus situation, it will inevitably lead to higher price in domestic market.
In turn, if the rice surplus volume exceeds the quantity demanded by exporters, rice price
in the domestic market will fall sharply. Strategic pricing policy needed to be
implemented in medium term for sustainability in the long term. .

Serious consideration should also be given by the Government to implement price
control in the domestic market for certain essential items e.g. rice, sugar, cooking oil etc
are the basic needs of the society.

Recently, according to National Reserve Rice policy the government has been
undertaking the guaranteed price system for rice. It has been implemented by the
Regional Reserve Rice Supervision Committee under the UMFCCI in collaboration with

the Ministry of Commerce where the price of rice is set by K 330,000 per 100 baskets.

3.8 Analysis on Institutional Changes
Land Policy and Property Rights System

Institutional changes on land policy and property rights system during the study
periods can be analyzed as in Table 3.22. The great difference can be seen in that of the

colonial period under the British rule and of post-independent periods under Myanmar

governments.




Table 3.22 Changes in Land Policy and Property Rights System

~ Colonial Period

Parliamentary
Democracy Period

Socialist Period

Market-oriented Perioc

- Private property
rights of land

- Land holder’s
right

- Land and Revenue

 Actin 1876

- Land tax

* exemption for

cultivators

- State is ultimate

owner of land

- Right to work of land

. |and Nationalization
Act 1948

- Disposal of Tenancy
Act 1948

- Tenancy Standard

Rent Act 1950

. Redistribution of

land 1953/54

- State is ultimate
Owner of land

- Right to till the land

- Abolishment of

Landlordism

.'Redistribution of land

- Farmers’ Right

Protection Law 1963

- Tenancy Law 1965

- Control cultivation

- State is ultimate
owner of land

- Rightto till the lanc

- Lease rights of lanc

for private sector

- Allow FDI & Privais

investment in land

- Commiittee for

Management of

Cultivable, Fallow

and Waste Land 1551

- Vacant Land Law
2012

- Agricultural Land
Law in 2012

Source: Own Compilation.

During the colonial period, British government’s policy was laissez faire policy.
According to the policy, the government conducted free trade land policy and permitted
the private property rights of land. These were incentives for expansion of sown area of
paddy and then promoted the export of paddy/rice. As a result, it can be said that the
agriculture sector developed during this period, although the development was lop-sided
which much depended on mono crop, paddy. On the other hand, the development did not
benefit to Myanmar farmers. Due to free trade land policy and private property rights.
farmers were free to transfer their lands and mortgage them as collateral, and cultivate
what they want. Unfortunately, the Great Depression and decrease in price of rice led to
farmers to become worse. Moreover, providing sufficient loans by Chettiars to farmers
with high interest rate, lack of knowledge and education, simplicity of farmers were
driving factors to be poor farmers. Lastly, farmers were indebted and lost their lands.
Thus, in the heritage of colonial period for Myanmar farmers was indebtedness.
landlessness and tenants.

Again, during this period, the British government tried to solve these problems by
It was because the

investigation and reporting bills, but they were not approved.

government itself was prior to the interest of land owners and money lenders rather than
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indigenous farmers. Thus, the British government did try regarding land policy and
tenants’ rights, but not willingly.

In this, the agriculture sector developed in terms of sown acreage, produciicn and
export of rice, but farmers’ income and their livelihood/living condition did not ynprove.
[t was due to exploitation of the British government and foreign marketing corpanies,
although there was faceless mechanism of laissez faire policy. Moreover, farmers’
knowledge and attitude were also contributed to those situations.

There was the very extreme institutional change; ie., land policy of the Myanwmar
government afler gaining independence. Given the bitter experiences under colonial rule,
where the Myanmar was relegated to the lowest rung of the economic ladder, what
emerged in the years that followed was a strange mixture of nationalism, socialism, and
the market system. After independence, Myanmar government introduced agranan
teforms with the aim of uplifting the well being and standard of living of rural people and
started with the Land Nationalization Act 1948. Thus, the State was the ultimate owner of
land and prohibited leasing, transferring and selling. Farmers had the right to work only.
Moreover, the government redistributed land to poor landless farmers with equity basis.
However, the redistribution of land was ineffective and landlords still existed. During the
parliamentary democracy period, the agriculture sector of Myanmar did not improve
because of many factors.

Then, successive governments did not effectively change the land policy. During
the socialist period, the government conducted more strict control on cuitivation with
planned areas and crops although the government enacted the Farmers’ Right Protection
Law and Tenancy Law. The main difference is that the SLORC government during the
market-oriented period permitted private investment including FDI and to work on fallow
and waste land through the Committee. Recently, the new government of democracy
period enacted the Land Law. According to this, farmers have land use right and selling,
mortgaging, leasing, but exchange and giving the right can only be conducted by
approvals of related departments. Moreover, farmers are permitted to mortgage their land
use right for cultivation at the government banks and banks that recognized by the
government. The government established Land Management Organization to solve the

problems on land use rights, dispute settlements for land transferring and so on.




Water Supply and Irrigation Related Institutions
Water supply and irrigation facilities had been taking place since the rule of the
Myanmar Kings. Changes in Water Supply and Irrigation Related Institutions can be

shown in Table 3.23.

Table 3.23 Changes in Water Supply and Irrigation Related Institutions

" Colonial Period

Parliamentary

Democracy Period

Socialist Period

Market-oriented
Period

_ Established
public works
department 1861
- Maintained
existing dams

- Constructed some
earthen and
concrete diversion
weirs

- Irrigated area

1.5 mitlion acre

- Established Rura
Water Supply and
Environment

- Remained
unchanged
irrigated area

Organization 1952

- Transformed as
a Water Supply
Project 1963

- [rrigation
Department
-Constructed
some

irrigation works
- Irrigated area
1.4 million acre

- Water Resource
Utilization
Department 1995
- 231 Irrigated
Projects

- 322 River Pump
Stations

- 8012 Tube Wells
- Irrigated area
3.12 million acre
- 17% of total sown
Area

Source: Own Compilation.

There was no significant development in irrigation facilities and some were
rebuilt during the colonial period. After gaining independence, there were no
improvement for irrigation due to political instability and the irrigation facilities were
severely destroyed during WW I1. Only some irrigation works were constructed during
the socialist period. It seemed to be lack of expansion of cultivated areas; most
cultivation of paddy was in the rain-fed areas in Lower Myanmar. During the market-
oriented period, utilization of water supply and irrigation facilities such as pumps, tube
wells, dams and reservoirs increased dramatically. 1t was because expansion of sown
areas through horizontal and vertical like double and multiple cropping, and the summer
paddy program. As a result, irrigated areas increased to about 17% of total sown areas.
Irrigation is integral for the cultivation of especially summer paddy and also essential for
the dry zone area, but effective utilization of irrigation facilities is also important with

sustainable basis or without environmental degradation.
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earch Institutions
Research and Development is the backbone for the promotion of agricultural

duction. Table 3.24 shows the changes in Research Institutions.

Table 3.24 Changes in Research Institutions

Colonial Period Parliamentary Socialist Period Market-oriented Perioc
Democracy

l Period

i

ZStarted as Research |- Agricultural - Rice Research - Central Agricultural
Section 1906 Research Institute 1973 Research [nstitute for

- Central Seed Farm Institute . Central Agricultural R&D of cereals, peas &
1907 (breeding (Gyogone) 1954 | Research and beans, oil crops, fruits
variety seeds for |- Central Farms ' Training Center & vegetables
“rice and some (CARTC) 1984 _ HY Vs rice & other
other crops) - Introduced High crops

- Variety Seed Yield Varieties . MCSE, MSE, MJE.
Gardens1920 (HYVs) seeds 1972/73 MPCE 1994

- State Agriculture - Launched Special - separated CARI to
Schools(1911 High Yield Paddy Department of

- Agricultural College Project 1977 Agricultural Research
1924 . Developed series of

- Agricultural Science seed projects

Source: Own Compilation.

Research institutions had been established since the colonial period as a form of
experimental gardens with the activities of breeding, seed distribution and experiments of
crops. During this period, transformation of subsistent farming to commercial farming.
some agricultural crops including paddy were experimented and introduced in the
country with weather and soil conditions in different regions.

Agricultural Research Institute and Central Farms were established during the
parliamentary period. In the period of socialist era, Rice Research Institute, Research and
Training Centers were opened and introduced HYVs seeds, then also launched Special
High Yield Paddy Projects and developed series of seed projects. As aresult, HY Vs areas
and yield for paddy and other HY Vs crops increased rapidly during the late 1970s and the
early 1980s. However, the facilities did not improve and the speed of HY Vs slowed down

with the slow growth of economic condition in the late 1980s. During the market-oriented
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period, the lack of funds and facilities for R&D, insufficient number of qualificd stziis
and lack of efficient crop specialists were main impediments to improve the R&D in the
agriculture sector. Recently, the Ministry of Agriculture and Irrigation introduced fixoric

paddy and distributed and demonstrated the hybrid paddy growing.

Extension and Training Institutions

Extension and Training Institutions started during colonial period. As can 52
seen in Table 3.25, there was not much improvement in extension and training
institutions during colonial and parliamentary democracy periods.

Table 3.25 Changes in Extension and Training Institutions

Colonial Parliamentary Socialist Period Market-oriented Period
Period Democracy Period

[ Distribution |- No significant |- High Yield Varieties |- HYVs rice & other

variety seeds | Improvement (HYVs) crops
- Agricultural - SHY (Special High |- Hybrid variety
Garden Yield Variety) - Summer Paddy
- Quality Seed Progrmme Programme 1992/93
Gardens - T&V programme - Demonstration Plots
Mass media, - Block-wise crop

education pamphlets | production zones

Source: Own Compilation.

Significant development of extension facilities was found during the second halt
of 1970s and the first half of 1980s. Particularly, distribution and demonstration for
HYVs for Paddy to farmers in agricultural farms had been conducted with
encouragement of the government, motivation and coordination of Peasants’ Association.

active participation of farmers, and supports of People’s Council.

Farm Implement Related Institutions

Since Myanmar Kings, agriculture was subsistent and depended on manual
workers and used draught cattle. According to Table 3.26, farm implement related
institutions have not improved significantly in Myanmar.

Even in the colonial period, though there was tremendous expansion in cultivation,

Myanmar’s agriculture was still based on traditional methods. Utilization of farm



implements started to improve after independence. However, farm mechanization anc
utilization of farm implements still underdeveloped mainly due to lack of improvement &:

technology, lack of investment, land fragmentation, soil quality, and land structure. Tre
AMD under the Ministry of Agriculture and Irrigation produced and hired ‘farm
implements to farmers, but not in a substantial amount. Some farmers bought and nirec

private firms. It still needs to utilize farm implements extensively to increase production

Table 3.26 Changes in Farm Implement Related Institutions

Colonial Parliamentary  [Socialist Period Market-oriented Period
Period | Democracy Period

- Used - Agricultural - Agricultural |- 2 farm machinery factories
draught Engineering Mechanization|- 1 farm machinery assembly plant
cattle and | Branch under the | Department |- 99 Agricultural Tractor Stations
manpower| Department of under MAS |- Participation of Private sector

Agriculture 1951 | 1972 - Increasing utilization of farm

- Procuring tractors - Distribution of| machineries and equipment

and tractor hiring | machineries |- 24 model mechanized villages

services - Tilling works |- Increased cropping intensity

- 5 Tractor Driving | in planned - Land preparation, development

Training Schools | cropped areas | and extension of cultivated soil

- Co-operation with MAS, other
Enterprises of MOAI & private
sector for demonstration of new
mechanized products

Source: Own Compilation.

Credit Institutions

Regarding credit institutions, private money lenders mainly provided loans to
 farmers although the governments established formal credit institutions and other
institutions such as banks and credit societies in Myanmar. The change in credit
institutions is shown in Table 3.27. During the colonial period, private money lenders -
particularly Chettiars were the main source of agricultural credits. Other sources of
credits for agriculture such as government, cooperatives and private money lenders did
not provide sufficient loans.

After independence, governments established State-owned banks and provided
agricultural credits, with not covered the costs of cultivation. But, during the market-

oriented period, NGOs and INGOs, private companies have provided loans to farmers,
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Table 3.27 Changes in Credit Institutions

~hough they provided limited amount. Recently, the new government raised ihe

-mounts of loans and decreased rates of interest on agricultural loans in 2012,

Colonial Period

Parliamentary
Democracy Period

Socialist Period

Market-oriented Pzrioc

L { and Improvement
Loans Act 1883

L Agricultural Loans

- Act 1884

- British Colonial

Government

- Foreign Banks,

- Co-operative

- Private money

lenders (Chettiars,

Indian and Chinese

lenders, indigenous

lenders)

- Agricultural Bank

Act 1953

- AFPFL government

- State Agricultural

Bank 1953

- Department of

General

Administration

- Co-operatives

- Established village
banks

- provided short and

long term loans

- Myanma
Agricultural Bank
in 1976

- Issued loans to

state owned
agricultural
organizations, co-0ps,
village banks and
farmers

- raised amount of

credit
- created new
loans in 1978/79
- draught cattle
bullock carts loan

- MARDB Law

- Established MAFR
- Launched Rurzl
Saving Mobiiization
Scheme 1995

. Renamed MADR 15>
- Loans for purchasing
farm machineries

- INGOs, NGOs

- Development

Companies

- Contract Farming
System
- Raising lending

]
Laws

- Reducing interest raic

- Specialized Companies

Source: Own Compilation.

Moreover,

they saved accordin

institutional loans to farmers do not cover the

borrow from the private sector.

farmers were permitted to withdraw their savings from MADB

g to Rural Credit Mobilization Scheme. However, the officizl

cost of cultivation and farmers still have 1o

Therefore, at present, farmers mostly have to rely on

informal money lenders as in the previous periods, paying exorbitant interest rates.

Marketing Institutions

Marketing institutions were important role in agricultural

Myanmar. Tab

period, the British government pr
monopolized rice trading. However, there

marketing companies benefi

shed State Marketing Board and controlled pricing. Moreover, the

government establi

development

le 3.28 shows the change sin marketing institutions. During the coloniz!
acticed free trade policy and marketing companies
was secure market for rice export anc

ted from it. When Myanmar gained independence, the



=zrketed rice in only locally.

Zcard on behalf of the government conducted export of rice, thus farmers freel:

Table 3.28 Changes in Marketing Institutions

§

Colonial Period | Parliamentary | Socialist Period Market-oriented Period
Democracy
Period
- Free and secure - SAMB Act |- UBAMB 1963, [ Controlled by MAPT 19x¢
marketing policy 1950 Trade Corporation|- removed compulsory
= Controlled by - State (1) 1968, AFPTC | delivery quota system for
traders, rice millers,| Agricultural | 1976 paddy
and foreign rice Marketing |- Procurement - decontrolled prices
trading companies | Board 1953 system - New Rice Policy 2003
- Rice Trading - Fixed - Compulsory - abolished procurement
- Association procurement | Delivery Quota system
- Bullinger Pool price of paddy| System - UMFCCI, Leading
1921 - Controlled |- Set planned crops | Companies, Development
- Very low prices for| by SAMB |- Liberalized trade | Companies, Commodity
farmers of agricultural Exchange Centers
- Big gap between products except |- State Reserve Rice
farmers’ selling paddy Supervisory Committee
price and market - Guarantee pricing
prevailing price - Direct purchasing of paddy

Source: Own Compilation.

However, the government more strictly controlled rice marketing in both

domestic and foreign trade during the socialist period. Farmers had to sell their produce
to the SAMB on procurement basis. Moreover, farmers were prohibited the cultivation of
crops that farmers want to cultivate and farmers had to cultivate the planned crops. Thus,
farmers were controlled and exploited in various ways after independence, and also
especially during the socialist period. Although the government intended to development
of agriculture sector, the sector had been exploited to extract surplus through fixing the
procurement price of rice which below the world market price. Strict controls, lack of
sound marketing institutions, and lack of incentives to invest had led farmers to
disincentives to increase productivity.

[n 1987, the government lifted restrictions on trade of some agricultural products:
rice was still controlled as a staple food of the country. The significant progress was

tremendous increase in production and export of pulses and emergence of marketing
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mew rice policy in 2003. Accordingly, rice is exported by the private sector with 10%: 2

on rice exports. However, the Union Government granted tax exemption for export of i5

(N

some agricultural products such as rice, beans and pulses, corn, sesame and rubber i«
doosting export according to section 8 of Trade Law by Notification No. 32/2011 on |5
August 2011, But, it shall be in effect for the period of six months from 15 Augus: 2

to 14 February 2012. As a result, production of agricultural products particularly rice and
beans and pulses will be increased and their exports may promote if there is secure

market for exports, price incentives and proper supply chain mechanism in the future.
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Chapter 4
Impacts of Institutional Changes on Agriculture Sector Development of

Myanmar
Myanmar is predominantly an agricultural country. Agriculture séctor is the main
“uelihood for nearly three quarters of the population. In 2009/10 the sector accounted foq
soout 32% of GDP, provided employment to about 66% of the labor force. and
cantributed approximately 16% of export earnings. Indirectly, the agriculture sector not
aaly provides inputs for processing industries, but is also a growing market for domestic
“=anufactures.

Myanmar’s climate, location, and topography are such that farmers can grow a
wide variety of tropical and subtropical crops. The main crops are paddy, groundnut,
sesame, pulses, cotton, jute, rubber, and sugar-cane. Main exports of agricultural products
are pulses, rice, sesame seeds, and rubber.

As its role, played in the economy, the agriculture sector development is
coincident with economic development. In most periods, development of the economy as
a whole improved with the development of the agriculture sector and vice-versa. Thus,
sconomic development of Myanmar mainly depends upon the agriculture sector
development.

In accordance with the predominantly agriculture-based economy, Myanmar
government has undertaken the development of agriculture sector through
multidimensional aspects. Moreover, the agriculture sector development would
promote/support rural development and poverty alleviation scheme which has been
conducted by the government and topping the agenda for the country. Specifically, the
government has been implementing the agro-based industrialization to be a new modern
developed nation.

In fact, development of the agriculture sector depends not only on the institutional
environment or policy and planning of the sector such as land policy and ownership
rights, freedom to cultivate crops of their own choice and methods they desire; but also
on the institutions created specifically for the promotion of agriculture sector such as
water and irrigation institutions, land management related institutions, credit institutions,

marketing institutions and so on. Governments of the Union of Myanmar have tried to
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miprove the agriculture  sector with institutional changes as changes i ther
=dministrative structures.

The objective of the chapter is to analyze the impacts of institutional changes on
she agriculture sector in terms of land utilization, farm size, sown area, production, and

axport of agricultural products during the study period.

4.1 Colonial Period (1886-1948)

After the annexation of Myanmar in 1886, socio-economic conditions in
Myanmar changed completely, especially in the agriculture sector. The agriculinpe
system changed from one of subsistence agriculture for self sufficiency io a
commercialized export-oriented system'. There were two major forces in development of
the agricultural sector during the colonial period. The external forces were the cessaiion
of export of rice from Carolina to Europe due to the American Civil War which resulied
in 90% of Myanmar’s rice exports being sent to Europe and the opening of the Suez
Canal in 1869 and the reduction of steamer rates. The other force, the internal one, was
that the British abolished the prohibition of exports by the Myanmar Kings.

Development of the agriculture sector in Myanmar was due to increase in
production and export of paddy/rice which in turn was also due to increase in sown
acreage of paddy. Land expansion in Lower Myanmar was the greatest under the colomal
period. The agricultural land expansion was possible because of the land policy of the
British government which encouraged the cultivation of the virgin land and cultivators
had property rights of land i.c. land-holder’s right. At that time, the population in Lower
Myanmar was so low that incentives for migration from other areas had to be devised; for
those who would move from Upper Myanmar to Lower Myanmar with giving an
~exemption of two years’ taxes. When the price of paddy rose from K 50 per 100 baskeis
in 1870 to K 85 per 100 baskets in 1885, agricultural land expansion became more
successful.

There were incentives to induce enough labor to cultivate the vast amount of land
available. In addition to the farmers from Upper Myanmar, many Indian laborers were

induced to migrate. The agricultural population of Lower Myanmar increased due ¢

" Adas, 1974
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~atural growth and migration from Upper Myanmar and the seasonal migration of [ndian
borers. Since the Indian laborers came only during the agricultural season and returned
s> India during the summer, it was possible to obtain cheap seasonal labor which was one
af the factors facilitating the development of the agricultural sector.

Those laborers who migrated to Lower Myanmar were usually lacking the capiial
znd they obtained credit mostly from the Chettiars. That amount of capital actvally
aelped increase agricultural production during the period.

The agriculture sector development in this chapter is measured by land utilizaiion

and farm size, sown acreage, production, yield and export of agricultural products.

4.1.1 Land Utilization and Farm Size

Under the British rule, five different systems of occupying land had been
recognized: the squatter, the patta, the lease, the grant and the colony systems. Dusnng
the colonial period, area of land occupation was about 20 million acres in Myanmar as a
whole in 1927/28; especially Lower Myanmar had abundant land compared with the
population. The expansion of occupied and cultivated land area was illustrated in Table

4.1.

Table 4.1 Expansion of Cultivated Land Area in Myanmar (1927/28)
(Thousand Acres)

[ Region Total Area Total Area Total Area Under
Occupied Cultivated Rice
Upper Burma 9,081 5,676 2,078
 Lower Burma 11,315 10,642 9,622
Total 20,396 16,318 11,700

Source: J.S. Furnivall, An Introduction to the Political Economy of Burma, 1957.
As seen in Table 4.1, total cultivated land area was more than 16 million acres. Of
this, in Lower Myanmar, it was over 60% of total cultivated areas due to abundant land
resources and favorable climate and soil conditions for paddy production. Among which,
the area of paddy cultivation was about 80% of total cultivated areas and it increased to
9.6 million acres in Lower Myanmar‘(more than 80% of total paddy cultivation). Thus,
Lower Myanmar was the main source of paddy production and éxport. During the

coloniél era, the land use pattern could be observed in Table 4.2.
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Table 4.2 Arca Classified by Type of Land (1936/37 — 1940/41- Average)
(Thousand Acres)

l. Reserved Forests 19,964
2. Current Fallows 3,838 '
3, Net Sown Area 17,469
4 Occupied Area 21,307
S. Not Available for Cultivation 44518
6. Culturable Wastes other than Fallows 19,126
Total Area 104,915

Source: Mya Than, Agricultural Development in Burma, 1979.

The above Table 4.2 shows that the net sown area reached more than 17 million

zcres during 1936 and 1941. Average farm size was between 10 to 20 acres. Those who
‘=aned land hired it out after first dividing it into tiny plots of “tadone htun™ or one yoke
zrea (10-12 acres). Increase in land utilization and total sown area was mainly due to the
covernment’s land policy and private property rights of land. Moreover, under the British
ile, system of occupying land which was very kin to type of land system in feudal days.
=amely dama-u-gya system, led to possess large size of farm land by farmers who wanted

22 cultivate as they wish and were enabled.

4.1.2 Sown Area, Production, Yield and Export of Selected Major Crops

During the colonial period, sown acreage and production of agricultural crops
increased dramatically as a result of area expansion. In Lower Myanmar, the main crop
was paddy, but some changes in crop pattern had taken place in Upper Myanmar. Since
1910, groundnut was introduced and some expansion had taken place in pulses and beans,
cotton and maize cultivation. The shifting/ broadcast method of cultivation which was
followed during the Myanmar Kings, was replaced in the first decades of the British rule
by transplanting and broadcasting techniques'.

During the colonial period, principal crops were rice and other field crops
including millet, sesame, pulses, groundnut, and cotton, alluvial crops, garden crops and

palms. Rice was the main agricultural product of Myanmar. Total cultivated area of rice

' Adas, 1974
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Table 4.3 Growth Rate of Sown Acreage of Selected Major Crops

more or less fluctuated, but mostly there was no significant change (Appendix 2).

s about 12,000 (000 acres) in 1927/28. Sown acreage of paddy was more than two-
irds of total sown area. Other crops were not significant and some were only introduced
& :hat time. However, the expansion of area especially in paddy was slow since the late
£920s (Appendix 1).

Table 4.3 shows growth of sown acreage of selected major crops. As shown in
Table 4.3, increase in sown acreage of paddy was not significant with about 0.6 % in
sverage during 1925-26 to 1940-41. Among crops, pulses, groundnut and sesamum were
much grown. Likewise, increase in production of crops was generally in the same

direction to the sown areas during this period. Production of agricultural products was

(Percent)
Year Paddy | Maize Millet | Pulses | Groundnut | Sesamum | Cotton | Rubne

£ 1925-26 1.08 4.62 -7.25 -0.78 -11.27 8.64 33.45 2.19
| 1926-27 207 -2.71 -5.12 6.94 491 -3.53 -3.87| 7.93
]‘ 1927-28 -0.82 | -0.26 -14.57 | 22.85 3.25 -1.98| -2795| 28
1_1928-29 3.04 2.58 -13.56 | -11.85 10.89 1.00 -2.67 | 22.32
1929-30 1.26 0.81 -3.38 4.46 -4.73 13.22 568 3
1930-31 1.32 -2.20 -6.68 7.95 -1.07 7.92 12.03 |
1931-32 -4.07 1.74 41.61 -0.13 -27.85 -8.59 | -4045

1932-33 1.55 6.33 -0.10 1.22 28.14 32.40 4838 | -o.12
1933-34 3.01 ] -10.06 -9.10 | -10.53 22.67 0.59 35.57 | 5
1934-35 -3.25 1 14.60 4.92 9.79 -2.44 -11.84 296 | 2.72
1935-36 -1.12 1.24 -11.52 1 22.06 5.68 5.98 14.86 | 1.6
1936-37 2.53 | -13.67 -4.12 | -3.48 13.10 -5.09 1521 (
1937-38 2.59 6.40 2.68 | -9.45 19.97 -3.87 8.57 | 1.5
1938-39 -0.86 2.37 -1220 | -5.05 -6.27 -1.58| -27.19| -2
1939-40 0.40 6.88 -3.13 8.86 -9.41 5.73 | -14.77

1940-41 0.70 | -3.60 1.72 | -1.24 2.64 -5.23 20.41 4
Compound

Rate 0.59 0.94 -2.49 2.60 3.01 2.11 416 | 242

Source: Economic Research Project, 1959.
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Average annual growth rates of production of these crops were shown in Tablz
4.4. Production of pulses, groundnut and sesamum increased at about 3%, 3% and
respectively.

Table 4.4 Growth Rate of Production of Selected Major Crops

(Perceni
. Year Paddy | Maize | Millet | Pulses | Groundnut | Sesamum | Cotion  Rubher
1 1925-26 -8.8 4.6 | -29.5 4.1 0.8 293 ] 323 3.0
1926-27 10.4 0.3 72.4 9.3 -6.0 -23.21 -17.5 3.9
1927-28 -7.1 32| -16.0 17.5 -3.5 474 | -11.7 5.6
1928-29 1.6 0.5 239 -10.8 6.6 -14.5 | -24.8 -5.0
1929-30 22| -104 ] -394 -0.4 17.4 30.4 17.6 5.6
1930-31 2.9 15.9 -2.4 7.6 -4.3 40.3 449 -1
1931-32 -18.7 | -20.2 78.8 4.3 -25.4 -61.3| -63.9 :
1932-33 17.8 34| -287| -19.7 16.3 1345 ] 151.8 -3:
1933-34 3.2 1.3 1.0 -3.7 -9.8 7.4 53.9 76
1934-35 -12.9 49.8 27.5 41.3 -0.2 -28.7 | -29.3 8.1
1935-36 11.1 3.4 -226 19.3 5.8 -8.7 32.7 | 3¢
1936-37 -59 | -340| -343| -21.3 -2.3 -19.3 19.2 63.2
1937-38 2.2 30.4 49.8 -4.6 50.4 32.7] -20.2 0.3
1938-39 17.8 1.5 1.6 -104 -9.0 991 -109 1.2
1939-40 -13.2 03] -234 5.7 -0.3 -4.7 8.1/ 5
1940-41 16.8 -5.8 29.1 15.2 5.0 10.5 7.5 274
Compound
Rate 1.1 1.3 5.5 2.8 2.6 7.7 10.3

Source: Economic Research Project, 1959.

It showed that increase in production of these crops was mainly due to area
expansion. Particularly, yield of paddy was not dramatically improved and hovered
around at an average of 30 baskets per acre Table 4.5. It was because there was no
significant improvement in technology such as high yielding variety seeds, utilization of
fertilizers and farm implements, rather depending only upon weather.

Increase in paddy production due to sown acreage which not only provided food
supply to the increasing indigenous population but also increasing exports from 3 to 4

million tons of paddy. It was due to the incentives for cultivation such as tax exemption,
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~crease in price of paddy and secure market for paddy export. Paddy yield was highest at

54 32 baskets per acre in 1912/13. However, it had declined since 1942/43.

Table 4.5 Sown Acreage, Yield, Production and Export of Paddy

Year Sown Acre Yield Production Export
(000" Acres) | (Basket/Acre) (000’ ton) (000’ ton)

1912-13 10,219 34.32 7,109 2,438
1917-18 10,708 33.60 7,259 1,978
1922-23 10,966 29.27 6,343 2,605
1927-28 11,701 30.13 7,008 3,896
1932-33 12,050 29.50 7,171 3,549
1937-38 12,490 26.59 6,729 3,768
1942-43 10,697 26.30 5,739 -
1947-48 9,265 20.06 5,428 1,271

Source: Ministry of Agriculture, Economic Research Project, 1959.

As seen in Table 4.5, exports of agricultural products were paddy, maize. pulses
and cotton. However, other crops except paddy was exported at minimal. Export of pacc:
started to increase in 1912/13 and it reached its highest level of 3.8 million tcns
Accordingly, Myanmar was the largest exporter of rice. The agricultural development
was only due to increase in production and export of paddy. Detail intormation on sown
area, yield, production and export is shown in Appendix 3.

During the colonial period, the agriculture sector development was achieved dus

to expansion of cultivated areas, but not due to yield because there was no or lack of

technological change during the colonial period.

The Agriculture Department which was established in 1906, started to breed some
varieties, distribute improved seeds, demonstrate the application of fertilizers and other
scientific methods of cultivation on a very small scale. The Agriculture College which
was supposed to be the pillar of training the students with scientific methods was foundec
only in the year 1924. However, the degree of mechanization was almost zero and
farming only depended upon draught cattle and manual workers and farm laborers.

The changes in the crop pattern was made possible by the expansion of irrigated
area during the colonial era when many irrigation projects were implemented along with

the expansion of the already existing irrigated projects of the Myanmar Kings.




The agrarian policy of the British government towards Myanmar was to transfoi
== peasantry into small cultivating landowners so as to increase agricultural produciion
24 to decrease the possibility of revolt and accordingly the government created am
=:mosphere to materialize this policy. In practice, the longer the colonial period, ihe
worse were the conditions of peasantry that most of the small scale landowners became
--nant farmers and most of the tenants became landless agricultural laborers.

The land of cultivating landowners was transferred into the hands of non
soricultural landowners. Similarly, most of the land of resident landowners became the
tand of non resident landowners and most of the land which belonged to the indigenous
andowners was transformed into the hands of foreigner landowners. About 70% of the
agricultural land was owned by non agriculturists in Hanthawaddy and Pyapon districts in
the Delta’. According to J.R. Andrus, it was estimated that more than 15% of this land
Lower Myanmar was, by 1941, owned by genuine agriculturists and unmortgaged”.

Indebtedness was an integral part of a peasant’s life in Myanmar during the
Colonial era. Many cultivating landowners lost their land due to indebtedness. Agrarian
relations were also changed due to the transformation of the subsistence system to
commercialization. As a result of the Colonial policy, there came into existence two
kinds ol landowners: cultivating owners and non cultivating owners. Because of the
existence of non cultivating landowners, a new stratum of cultivators came into life- the
tenants.

The relationship between the landowner and the tenants caused agrarian problems.
Since there was inequality in ownership, the landowners became powerful and strong in
relation to tenants. On the other hand, along with the population increase, the number of
cultivators who wanted to be tenants and agricultural labors grew, and f:or that reason, the
landowners had got the upper hand in relation to them. Furthermore, the change from
domestic agriculture to commercial agriculture led to new relations between landowners,
cultivators, laborers and capitalists both in Upper and Lower Myanmar.

Moreover, due to the instability in production and prices, the tenants required

more credit and this made landowners and money lenders more and more powerful. This

' Binns, 1948
* Andrus, 1948




a-vis between landowners and tenants became weaker especially when other
rtunities for employment decreased with the disappearance of village commaon
ssture, firewood, the system of redistribution of income in village community.
The colonial agricultural laws were ineffective and protected the landowners and
terefore the loyalty of tenants and agricultural laborers was no longer needed. Thase
izws enabled the landowner class (o exploit more and more upon tenants and agriculturzl
ioorers. Thus, the tenants and agricultural workers became poorer and poorer.
Concerning the tenancy situation, the tenants cultivated 49% of the toial
<uitivated area. When, in the 1930s, the price of paddy declined the clash of interss:
s=tween the landowners and the tenants became more acute. There was no security for
:2nants and the landowners could change tenants after every season. Some of the smzl
-andowners had to give up their land because their debts were more than they could bear

And the rents became higher and the tenants could not afford to pay them'. Thus, IThER )

ienants became agricultural laborers.

of tenants, because wages decreased by the 1920s due to surplus of agricultural laborers
Thus, during the colonial era, the socio-economic situation of the small landowners,
ienants and agricultural laborers grew worse and worse while export earnings increased
vear by year, to the benefit of foreigners and their companies. And these in turn led to the
outbreak of Saya San’s Peasant Rebellion.

The level of political and general knowledge of rural population was so low the:
the political power was vested in the hands of foreigners and some indigenous
landowners. The laws protecting the farmers’ rights were introduced only before ihe
foreigners left.

In conclusion, it is obvious that great physical expansion of agricultura!
production was attributable to the area expansion rather than technological improvements.
The area expansion especially for paddy was mainly because of the British government’s
land policy and private property rights of land. Moreover, immigration of labor.

availability of credit and export promotion with the opening of Suez Canal all

incorporated to production of paddy.

" BSPP, 1970
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Again, increase in export of paddy during this period was mainly due to secure
it market for paddy and the government’s free trade policy. And although the
.cultural development of the colonial era. contributed increased food and foreign
change, there was no improvement socially, politically and economically in the rural
or. Instead, the agricultural development benefited foreign capitalists. 1t was mainty
e 10 controls of pricing and marketing by the foreign traders. Furthermore, it was founc
mat the high rate of taxation was burden for the cultivators'. As a result, face-less
mechanism of Laissez Faire policy, improper credit institutions, monopolization of
sricing and marketing by capitalists were causes of major agrarian problems —

indebtedness, land alienation and insecurity of tenancy at the end of the colonial period.

42 Parliamentary Democracy Period (1948-1962)

After gaining independence in 1948, Myanmar government continued to adopt the
laissez faire policy. The agriculture sector had suffered seriously during the World War {1
The production fell to the lowest level. Although there was a plan for the agriculture
sector in 1943/44, it was not implemented. Due to the problems of landlessness and
indebtedness of farmers at the end of the colonial period, the Land Nationalization Act
was passed in 1948 as part of the agrarian reform and the land Committee behalf of the
government redistributed land to poor farmers. As a result, land-holdings of farmers
became small. The farmers had control over their land and they decided the crops and the
planning acreage. On the other hand, the government made attempts for the State

monopolization of trade in farm products and price control.

42.1 Land Utilization and Farm Size

The dominant reason why the government was unable to restore the prewar level
of agricultural output was that in the post independence period, area of agricultural land
was less than that of the pre-war period. The land use pattern is described in Table 4.6.
The insurgency problem, destruction of irrigation works during the War and lack of

capital were the reasons why the agricultural land declined after independence. In

! Aye Hlaing, 1964
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2933/54, the total net sown area decreased to 15 million acres and it reached to the pre-

war level in 1961/62, at the end of the period.

Table 4.6 Area Classified by Type of Land
(Thousand Acres)

Type of Land 1953/54 1961/62

|. | Reserved Forests 19,369 19311
2. | Current Fallows 6,044 7,219
3. | Net Sown Area 15,131 17,698
4 | Occupied Area 21,175 24918
5. | Not Available for Cultivation 40,852 83.109
6. | Culturable Wastes other than Fallows 19,205 23.303
B Total Area 100,601 150,531

Source: Mya Than, Agricultural Development of Burma, 1979, p.22.

The post-independence land reform started with the introduction of the Lanc
Nationalization Act of 1948 and was implemented in 1953/54. According to the act, 102
following lands were to be resumed: (1) all agricultural lands owned by non-
agriculturists; (2) all lands owned by agriculturists in excess of 50 acres; (3) tenanted land
in excess of “one yoke™ area. The resumed areas were then to be distributed to qualified
cultivators-applicants. But it was not implemented as expected due to the political
situation and the lack of trained and honest staff.

According to the following Table 4.7, less than 10 acres were owned by 58.2% o7
farmers and 29.5% of total areas in 1953/54. However, it increased to 82.9% of farmers
and 59.9% of total area in 1961/62. The average farm size in 1953/54 was 10.1 acres anc
reduced to 6.2 acres in1961/62'. That confirmed that the land fragmentation took place

all over the years due to the land policy of government and the law of inheritance.

' Mya Than, 1979




Table 4.7 Size Distribution of Agricultural Land

(Percent)
1953/54 1961/62
Size of Land =
Farmers Area Farmers Area

" Less than 5 acres

570 58.2 29.5 82.9 59.9
1020 | 306 383 | 127 | 295

20-50
rSO % above 1.2 32.2 341 17.6

Source: Report to the People and Report to the Pyithu Hluttaw, 1956/57 and 1965/66.

4.2.2 Sown Area, Production and Export of Selected Major Crops

Sown area and production of agricultural products fluctuated during this perioc.
These were shown in Appendix 4 and Appendix 5. During this period, crops items were
extended, and wheat, sugarcane and other crops were sown. The main crop was paddy
and it sown area was still 65% of total sown area and it reached about 10 million acres in
the late 1950s. Sown area of wheat, sugarcane and jute were minimal and for millet anc
maize, sown areas declined during the period. However, cultivation of pulses, groundnut
and cotton increased. In comparison with the colonial period, sown acreage of many
crops such as paddy, maize, pulses and cotton were lower than that of colonial period.

In the production side, the volume of paddy output was 71% of the volume of
total crops. Paddy production in the post independence was very low without an:
substantial increase in yield or volume. It increased over 6 million tons in the years of
1958/59, 1959/60 and 1960/61 mainly due to increase in sown areas in those years.
However, production of other crops did not improve dramatically except groundnut. jute
and rubber. These increased slightly and reached at the highest in 1960/61.

There was a very slow growth in sown acreage and production of these crops. It
was less than that of pre-war level because of political situation, and inadequate farm
inputs and implements. The growth rates of sown acreage of selected agricultural crops
were shown in Table 4.8. Growth rate of sown area of paddy was only about 1.5% anc
others were not high, even for millet, it was negative. However, ‘cotton, jute, rubber anc

sugarcane were high growth rate, especially for jute at more than 100% rate of growth.

i
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Growth rate of production for paddy was about 2.2% during 1947-48 to 1961-62
s seen in Table 4.9. High growth rate of production were in wheat, pulses, jute and
satton. Accordingly, yields of agricultural products did not increase significantly, as
=50wn in Table 4.10.

During this period, there were no impressive improvements in sown area,
sroduction and yield of agricultural products. Sown area and production were much less
znan those in the pre-war level and reached to the pre-war level at the end of this period.
it was because not only the severe destroys of the war, insurgencies and instabilities in
she country but also inadequate farm inputs and implements.

Thus, it can be concluded that agricultural production was mainly dependent on
sown areas during this period. There were no measures that support for the agricultural
production. As a result, yields were not improved. Exports of agricultural products were
rice, pulses, Maize, cotton and rubber (Table 4.11). Of which, rice and rice products was
main export items and decreased dramatically ranging from 30% to 50% during this
period. Exports of other crops were only little. In terms of value of export, as mentioned
in Table 4.12 export income from rice and rice products were more than 70% of total
export value.

During the parliamentary democracy period, improvement in the agriculture
sector cannot be found. It was due to the fact that besides some events and factors as
mentioned above, there was no any institutional development. Agrarian reforms during
that period such as enactment of Land Nationalization Act and Land Redistribution
Programme led to small farm size. Landless farmers faced lack of capital to work on their
farms, with utilization of inadequate amount of farm inputs such as fertilizers and under
utilization of farm machinery and equipment.

Also the government could not provide adequate amount of agricultural credit,
Agricultural research and extension facilities were not effective. There was no
improvement in irrigation and water supply facilities. Even draught cattle and farm
implements were not sufficient for the existing cultivation. Regarding the marketing
policy, although the government permitted to exchange rice in the domestic market, the

government set the procurement price which was lower than the market price for export.

-

It was disincentive for farmers to rice export.
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Table 4.10 Yield of Selected Major Crops

(Basket/Acre)

Year Paddy | Wheat ] Maize | Gram Pegyi | Groundnut | Sesamum [Cotton

46 1b 721b | S51b | 721b | 721b 251b 54 1b (Viss)
1949-50 29 5 9 6 4 27 2 26
1950-51 29 4 10 5 5 19 2 19
1951-52 29 4 9 5 5 19 2 19
1953-53 30 4 10 6 4 19 2 26
1953-54 28 3 10 5 S 19 2 19
1954-55 29 3 9 4 4 15 2 19

1955-56 29 4 10 S 4 19 2 26 |

- 1956-57 31 4 10 5 5 18 2 26
195758 27 4 10 5 5 16 2 32
'~ 1958-59 33 3 9 5 5 16 2 26
- 1959-60 33 4 10 6 6 17 2 26
~ 1960-61 33 4 12 4 6 27 2 26
196162 | 31 5 13 4 7 26 3 31

Source: Statistical Yearbook 1960 and 1965.

Table 4.11 Volume of Exports of Major Crops

(Thousand Tons)

| Rice &

| Year rice Pulses Maize Cotton Rubber

{ products

 1948-49 1,194 36 3 1.2 6
1949-50 1,230 33 6 5.5 9
1950-51 1,304 45 8 13 12
1951-52 1,292 78 18 16 13
1952-53 1,027 80 35 22 25
1953-54 1,531 98 20 18 17
1954-55 1,671 108 16 17 13
1955-56 1,914 72 25 20 23
1956-57 1,838 98 18 13 10
1957-58 1,468 75 26 8 7
1958-59 1,776 110 21 9 12
1959-60 1,798 100 16 15 16
1960-61 1,619 106 25 10 11
1961-62 1,842 108 22 19 | 11

Source: Statistical Yearbook 1960 and 1965.
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Table 4.12 Value of Exports of Major Crops
(Million Kyats)

Rice& | Total
Year rice Pulses Maize Cotton Rubber
products Exports
8 1948-49 595 17 n.a n.a 3 727
1949-50 638 16 | 22 10 729
1950-51 723 27 3 46 27 941
1951-52 | 991 37 7 40 27 | 1230
1952-53 848 44 10 61 25 | 1129 |
1953-54 953 47 5 50 25 1190
| 1954-55 817 41 4 39 35 1076
1955-56 867 29 7 51 44 1183
1956-57 809 50 4 25 38 1081
1957-58 683 41 6 16 27 918
1958-59 754 51 5 22 36 1062
1959-60 722 42 4 37 41 1063
1960-61 712 45 6 28 23 1046
1961-62 852 60 5 41 28 1272

Source: Statistical Yearbook 1960 and 1965.

Since there was no improvement in technology during these years, the increase in
slow production was attained through expansion of sown area. “Burmese agriculture
remains static, unawakened by the advent of modern technology”'. Thus, it can be
concluded that agricultural production had increased mainly due to sown areas. There
existed the disguised unemployment or under-employment in the rural areas in the post
independence period. It was obvious that there was no substantial change in technology.

Moreover, fertilizer utilization increased slightly, but had not reached the required
amount. Utilization of tractors was not ineffective and the number of draught cattle was
decreasing, which was a constraint for multiple cropping. Thus, the degree of
mechanization was minimal and farmers were still using outdated traditional methods of
cultivation and farm implements. The static nature of agricultural production in the post

independence era was caused by unskilled planners, instability in world rice prices and

the exploitation by the political party in power.

' Khin Maung Kyi, 1975
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All of the agricultural plans of the post independence era were aimed to abolish
\zrge land landholders along with large scale capitalist farmers and to distribute the land
- the tillers. The government introduced the land reform in 1953/54. To support the
ction, further steps such as to form mutual aid teams and then cooperatives were to be
arganized. However, the agrarian situation was one of low-yielding small holder
aroduction with no great change in its techniques from pre-colonial times. Much altered
' its ownership and marketing structure, there were no large landholders in the western
sense. Almost half of the area was under tenancy and most of the non-agriculturist
landholders were not interested in reinvestment in the farms. There were practically no
technically modern farmers in Myanmar at the time of independence.

Although one of the aims of the Land Reform was to protect land from falling
into the hands of non agriculturists and large landholders, the land owned by the non
agriculturists had increased'. On the other hand, since the landowners who owned less
than 50 acres, were exempted from the act, all lands belonging to the large landholders
were divided on paper among their close relatives, and thus avoided the nationalization.
Similar weak points existed in the reform so that it was possible for the large landholders
to avoid the government’s actions. Thus, the Land Reform did not benefit the poor small
tarmers.

The aim of the AFPFL government was to creat¢ a new small landowner class and
a new stratum of rich farmers rather than to implement the policy of “land to tiller”. The

measures for land nationalization had to stop after 1958/59. The actual weakness of the

land reform lies with the lack of serious commitment at the higher level of policy makers,
poor technical design of enactments, failure to provide the necessary follow-up
supporting systems of services to beneficiaries, and finally the lack of sound organization
among beneficiaries.

"The post independence landowner-tenant relation was little better than that in
prewar days. After the government announced the Tenancy Act and the flight of Chettiars
to lndié, the position of landowner vis-a-vis tenants was weakened. However, since their
representatives were at every level in the ruling party, they exploited the tenants in other

LI

ways as “sabapay’, pintaung” (advance payments with interest in kind), higher rents etc.

I BSPP, 1970
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—- situation depends upon the locality where the representatives of the landowner class
were strong or nol. Some  tenants became landholders as a result of the Land
Nationalization Act. Fifty percent of the total agricultural land was tenanted in the
—alonial era and after 15 years of independence, in 1962, only 30% were tenanted. The
condition of the agricultural laborers was worse than tenants because increase in the
seneral price level was higher than increase in the wage rate. According to a survey in
Bago) Pegu District in 1960, 86% of the cultivators were still in debt and either to
government or private moncy lenders.

In sum, the agricultural development during the post independence period was
static and the slow growth in production was achieved only due to area expansion rather
than increased productivity. The other institutional factors which prevented the
agricultural development were national unrest, political instability, lack of proper land
reforms and lack of a proper credit system. Consequently, agricultural production and

farmers’ conditions did not improve during this period.

4.3 Socialist Period (1962-1988)

Soon after the Revolutionary Council took over in March 1962, the rural development
program, aiming to abolish landlordism and to uplift the socio-economic conditions of
peasantry based upon socialist principle, was announced and begun with agricultural
related objectives'.

By decreeing the Tenancy Law of 1963, the right to tenant the land was vested in
Agrarian Committee composed of farmers themselves. Farmers’ Rights Protection Law
of 1963 protected the rights of all cultivators, and the Tenancy Law Amending Law of
1965 abolished the tenancy rent which was the most progressive step in the agrarian
history of Myanmar. The volume of agricultural loans was much more than that of post
independence. The Revolutionary government also introduced scientific methods of
cultivation in agriculture. And thus the level of production in the first years of the
‘Revolutionary government was restored to the prewar level. Then, the agricultural

transformation from stagnancy to breakthrough stage started in 1973/74.

' BSPP, 1970
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4.3.1 Land Utilization and Farm Size

Because of the increasing pressure on land and the limited opening of new land
2ad also due to the shortage of draught cattle, area expansion has been carried oui
Ziwough multiple cropping. Total area of land utilization merely increased than in posi
‘adependence period. According to Table 4.13, net sown area was about 19 million acres
1 1962/63 and it increased to about 20 million acres in 1975/76. However, average farm
size during this period was still low at 5.87 acres in 1965/66 and further declined to round

sbout 5.2 acres in 1978/79'. It was due to the government’s land policy.,

Table 4.13 Area Classified by Type of Land
(Thousand Acres)

Type of Land 1962/63 1975/76

I. | Reserved Forests 21,604 23,477
2. | Current Fallows 4910 4,881
3, | Net Sown Area 19,003 20,088
4 Occupied Area 23913 24,969
5. | Not Available for Cultivation 103,264 7,890
6. | Culturable Wastes other than Fallows 12,556 21,119

Total Area 161,336 167, 186

Source: Report to the Pyithu Hluttaw, 1965/66- 1978/79.

Table 4.14 shows farm size condition during this period. As seen in the table, the

number of farmers owned by less than 5 acres was about 62.4% of total farmers and
25.1% of total sown area in 1973/74. It slightly improved with 61.5% and 24.5%
respectively in 1987/88. However, it can be said that farming system was still small scale
and about two thirds of farmers had very small amount of land which was not subsistent

for farmers. Extremely, the farmers who owned more than 50 acres were very scarce.

' Mya Than, 1979
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Table (4.14) Size Distribution of Agricultural Land

(Percent)

3 1973/74 1987/88

i of L Farmers I Area Farmers Arez
~ Less than 5 acres 62.4 25.1 61.5 24.5

5-10 24.0 31.4 24.7 322
1020 09 %5 | 114 | 295
£ 20-50 2.6 13.1 2.4 12.9
750 & above 0.05 1.0 . 1.0

paddy and pulses shows no significant change during this period. However, sown ac

of paddy

Cultivation of pulses incre

increased in the late 19

“Source: Report to the Pyithu Hluttaw, 1975/76- 1989/90.

4.3.2 Sown Area, Yield, Production and Export of Selected Major Crops

The prewar level of sown area was restored in 1961/62 and that

had increased slightly since 1974/75, but it had declined since

level was

sustained throughout this whole period since 1962. Generally, sown acreage Of Doir

£ Gz AT

1980

ased in 1970s, then declined in early 1980s and then in turm

80s. Sown acreage of other crops such as wheat, maize, groundnui

and cotton increased during this period.

Changes in sown

acreage and production of major agricultural products during

1962/62 and 1987/88 were illustrated in Appendix 6. Generally, sown acreage of baih

paddy and pulses shows no significant chan
and pulses increased markedly from 1977/78 o
the significant increase in yiclds. Apart from pri
for the improved production of agricultural product
mixed and multiple cropping areas, irrigated area, and
However, from the early 1980s onwards, the government $
and other important crops to lag behind free market prices. M
“Green Revolution”

decreased. In the case of other crops, however, significant gain

ge during this period. Production of pacc:

nwards (Appendix 7). It was because af

ce incentives, other factors responsible
s were the increase in net sown area.
increased use of agricultural inputs
et procurement price of padd:

eanwhile, the impact of the

effects decreased and agricultural production including padd:

have resulted from the expansion of sown acreage.

s in production seem ¢
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The growth rate of sown area of selected major crops is shown in Table 4.15.
Growth of sown area of paddy was very minimal, but sown areas of jute, wheat,
sugarcane and maize were grown significantly. As seen in Table 4.16, the growth rate of
paddy production increased, particularly during 1973/74 to 1985/86. As yield of paddy.
significant increase was seen since 1975/76. It was greatly the effect of green revolution,
contributing to high yield variety of rice. Apart from this, government’s support of
extensive facilities, providing credit, encouraging irrigation facilities and collective and
active participation of government organizations and farmers were great part of this
success.

Growth rates of production of other crops also increased dramatically during the
~whole period. However, yields of other crops such as wheat, maize, pulses, jute, rubber
and sugarcane had slightly increased since 1983 (Table 4.17).

During the socialist period, volume of export had declined since 1965-66. In
Table 4.18, volume of export for all crops decreased. Particularly, cotton was very low
and jute and rubber were not stable. Main export was rice and rice products and it had
significantly decreased since 1965/66. It reached very low in 1972/73 at about 150
thousand tons and it again increased in 1974/75. However, it declined since 1984/85. It
reflected the growth of yield and production of paddy during 1974-75 to 1984-85. Export
of pulses decreased gradually since 1965/66.

Accordingly, the valué of export of agricultural products is shown in Table 4.19.
Value of paddy exports started to decline since 1965/66 and increased again since
1973/74 till 1984/85. Paddy was the main source of export income. However, its share
declined from more than 60% of total export in 1962/63 to 12% in 1972/73. It increased
again since 1974/78, but decreased since 1986/87. For pulses, export value had increased

since 1978/79 and its share was about 7% in average during 1974/75 to 1985/86.
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Table 4.18 Volume of Exports of Selected Major Crops
(Thousand Tons)

Rice&
Year rice Pulses | Maize | Cotton Jute Rubber
products
1962-63 1,620 128 25 18 [.9 10
1963-64 1,445 75 8 9 1.4 7
1964-65 1,255 167 14 15 | 7
1965-66 989 80 13 6 0.8 7
1966-67 6438 89 12 5 0.7 4
1967-68 347 65 11 2 3.1 5
1968-69 363 47 7 * 1.5 14
1969-70 627 55 10 * I 7
1970-71 749 58 13 * 4 9
1971-72 560 64 16 0 23 11
1972-73 i50 82 5 * 47 10
1973-74 211 30 3 0 44 4
1974-75 302 34 4 0 24 7
1975-76 646 24 6 0 6 4
1976-77 679 28 18 0 | 6
1977-78 369 28 10 0 27 10
1978-79 617 51 8 0 23 15
1979-80 771 62 20 1 21 10
1980-81 692 70 10 * 65 10
1981-82 701 85 23 | 20 13
1982-83 711 102 33 1 4 11
1983-84 906 64 17 2 0 9
1984-85 634 65 26 1 2 8
1985-86 594 89 22 2 0 11
1986-87 604 86 15 1 0 10
1987-88 320 73 20 * 0 6

* |ess than 1 thousand ton.

Source: CSO, Statistical Yearbook, 1965-1993.
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Table 4.19 Value of Exports of Selected Major Crops
(Million Kyats)

Rice& Total
Year rice Pulses | Maize | Cotton | Jute Rubber
products EXpart
1962-63 784 72 n.a 37 2 26 1266
1963-64 761 44 n.a 22 | |7 1121
1964-65 633 97 4 37 2 19 1066
1965-66 563 50 n.a 17 | 17 931
1966-67 375 50 3 13 1 9 587
1967-68 238 43 2 4 4 9 525
1968-69 235 33 2 * 2 27 625
1969-70 278 40 3 * 2 13 512
1970-71 279 41 4 al 6 15 603
1971-72 234 52 5 30 18 646
1972-73 89 71 2 * 50 24 690
1973-74 394 47 2 0 38 14 941
1974-75 481 69 4 0 38 20 1020
1975-76 730 66 4 0 9 18 1304 |
1976-77 838 68 14 0 1 33 1577
1977-78 514 63 7 0 65 60 2051
1978-79 917 106 8 2 45 111 2565
1979-80 1214 126 18 7 41 74 2679
1980-81 1338 152 11 4 99 82 3225
1981-82 1491 249 21 9 28 81 3432
1982-83 1121 264 31 8 S 60 3003
1983-84 1367 213 19 20 0 62 3386
1984-85 1011 215 29 15 5 68 3134
1985-86 763 238 15 18 0 56 2654
1986-87 520 183 8 9 0 47 2419
1987-88 248 | 131 11 2 0 32 1655 |

* |ess than K 1million.
Source: CSO, Statistical Yearbook, 1965-1993.
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The agricultural transformation from stagnancy to breakthrough stage started In
1972/73 and it gained momentum in 1975/76 when the agricultural production surpassed
=round 9 million tons of paddy. It was the very first time in history when the paddy
aroduction had achieved such a level. Furthermore, the yield per acre of paddy reached
40 baskets in 1978/79. One of the factors which supported to attain that level of paddy
production was the introduction of High Yielding Varieties. This HYVs Program was
started since 1970/71. On the other hand, multiple cropping system, which was made
possible through irrigation and agricultural mechanization, was carried out either as a
pre-monsoon crop before rice such as jute and cotton ora winter crop after rice such as
groundnut, sesame, beans and pulses.

Utilization of modern farm inputs increased because the government had urged
and persuaded the farmers (o use more modern inputs such as chemical fertilizers, and
insecticides and pesticides along with the improved seeds since 1962. The level of
mechanization had risen since 1962, although not satisfactorily. On the other hand, the
Agricultural and Rural Development Corporation (ARDC) played an important role in
educating the farmers to us¢ modern technology. The extension service was also
expanded, that is, the number of village tract managers who served as field supervisors
had increased. Moreover, the price system changed since 1973/74. As a result, the prices
of paddy, cotton, jute and sugar-cane increased. As agricultural loans for paddy and other
crops such as jute, cotton, sugar-cane and groundnut increased year by. year since 1962.

The impact of better use of land, improved technology and improved institutions
along with farmers’ active participation enabled farmers to raise their productivity and
this, in turn, raised the production level. Such a package program Wwas started
systematically in 1973/74. Furthermore, from 1973/74 the World Bank, ADB, IMF and
other UN Organizations had also supported financial and technical advice.

One of the aims and objectives of the Revolutionary Council is to raise the living
standard of the peasants and their wellbeing, on socialist principles, equity. The agrarian
reforms reflect the political climate of the country concerned. Successive governments of
Myanmar after independence followed almost the same pattern of agrarian reform.
However, the Revolutionary Council government carried out agrarian reforms

consistently. Myanmar had had a new constitution since 1974 as the same as in the 1948

171




titution, ownership of all land was vested to the State. The farmers had “the Right to
Eotiivate”. All land which was tenanted was expropriated defacto in favor of resident
—ants since 1965 by the decree of the State. This decree affected some 5 million acres
azon which about I.1.million acres of tenants were working.

The land fragmentation took place all over the years due to the land policies of the
successive governments and the law of inheritance. Moreover, it was also estimated that
i1l 60% to 80% of farmers were in debt.

In brief, the agriculture sector had found a great spurt of development in the post
Revolutionary Council government. An attributable factor was productivity which in turn
was influenced by the government’s continuous efforts to introduce improved technology
and changes in institutionalization.

However, after 1983 the effects of the “Whole Township Special Production
Programme” seemed to reach saturation point as a momentum of growth slowed down.
The agricultural sector’s growth rate of 6.6% during the period 1973 to1983 slowed down
10 2.1 % in the period 1983-88. The production of paddy declined during 1982/83 to
1987/88. It was mainly due to the decline in yield per acre. The cultivated area under
paddy also declined probably because three were no incentives: remained unchanged
paddy procurement price of paddy, while prices of other cash crops were very attractive

resulting perhaps in some crop substitution.

4.4 Market-Oriented Period (1988-2010)

Before 1988, there were tremendous changes in marketing policy of some
agricultural products, especially for decontrolling of prices, and domestic and foreign
trade. This liberalization led to increased agricultural production, mainly pulses and
beans due to area expansion. Moreover, the Summer Paddy Program, launched in
1992/93 increased the sown acreage and production of paddy since 1993. Theses changes |
generated significant development of the agriculture sector in the first half of the 1990s
with the price incentives and support of government such as irrigation facilities for
summer paddy, subsidies for fertilizers, diesel and so on.

However, this sector still lacked techﬁological advance, farm mechanization and

agricultural credits and also constraint in staffing and finance for extension services.
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toreover, as under the Burmese Way to Socialism, the State is the ultimate owner of
lznd and can alter the tenancy whenever the State wants. It is a problem that property
= ghts system for farmers is a yearly-contract tenancy practice. It has the direct influence
wpon capital investment behavior and land development. There are also difficulties such
s to get agricultural loans, improve technology and reap the benefits of economy of
scale due to land fragmentation, small farm size and unsecured private ownership of
andholding. Moreover, more than 60% of farm households are still working on the farm

size of less than 5 acres.

44.1 Land Utilization and Farm Size

Since liberalization in domestic and foreign trading in the agriculture sector, SOWnN
acreage of agricultural products especially pulses and beans have significantly increased.
Moreover, government effort of summer paddy programme was launched in 2003. As a
result, cropping area has increased with double and multiple cropping.

As seen in Table 4.20, net sown area increased dramatically to 29 million acres in
2008/09 which was about 18% of total land area. On the other hand, average farm size
remains unchanged at about 5 acres. The portion of small scale farmers (holding less than

5 acres) is more than 60% of total farmers.

Table 4.20 Land Utilization in Myanmar
(2008-2009 Actual)
(Million Acres)

Eet Sown Area 29.35 |
Fallow Land 0.63
Culturable Waste Land 14.01
Reserved Forests 41.61
Other Forests 40.57
Other 41.02

\_Total 167.19

Source: Myanmar Agriculture in Brief 2010.
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Table 4.21 Size Distribution of Agricultural Land

(Percent)

2002/2003 2008/2009 (actual)

fee of Land Farmers Area Farmers Area
‘L2ss than 5 acres 62.6 27.0 63.2 27.9
:-10 247 31.3 24.8 30.7
13-20 10.3 26.0 9.5 235
20-50 2.3 11.6 2.3 11.6
30 & above 0.1 4.1 0.2 6.3

" Source: Review of the Financial, Economic and Social Conditions, 2003/04 and
Agricultural Statistics 2010.

4.4.2 Sown Area, Production and Export of Selected Major Crops

During the market-oriented period, sown acreage and production of agricultural
products improved dramatically. As shown in Appendix 8 and 9, sown area and
production of paddy greatly increased between 1992/93 and 1995/96 due to the summer
paddy programme. However, the programme tailed off after 1995/96 due to shortage of
key inputs such as fertilizers, diesel or irrigation pumps, reducing subsidies on these
inputs, export controls and rising input prices. As a result, production of paddy went
slightly downward between 1996/97 and 1998/99, increased again in 1999/2000. Paddy
production is affected by changes in sown area rather than in yields. There was
tremendous expansion in both sown area and production of pulses except 1997/1998.
Since 1999/2000, sown areas and production of most crops increased, but no significant
increase in yield for most products, except for sugar-cane. Both sown area and production
of sugar-cane significantly increased after 1995/95, but decreased in 2002/03.

In 2003, the government liberalized the agriculture sector, especially for rice.
Production of most crops increased since 2004/05, except jute and rubber and the yield |
slightly increased for all crops, except rubber. During the market-oriented period, the
success of the agriculture sector was mainly attributed to area expansion due to the
government supports, massive participation in Summer Paddy Program, farmers’

response to price incentives and demand for exports.
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Growth rate of sown arca of paddy was about 3% in average during 1988-2010.

“ahle 4.22 shows the growth rate of sown acreage of selected major crops. Dramatic

screase in growth rate of paddy sown area was found during 1992-93 and 1995-96. It

was mainly the effect of summer paddy production programme, launched in 1992-93. As

sther crops, growth rates of sown acreage of maize, pulses, cotton, jute, rubber and

sugarcane increased significantly about 4%, 10%, 5%, 11%, 9% and 6% respectively.

Again, sown acreage of paddy climbed since 1999-2000 and increased gradually till

2006/07. The government’s permission to grant to cultivate large sale farming to private
companies might also be the cause of this increase.

Growth rate of production of selected major agricultural products is shown in
Table 4.23. Paddy production increased about 4% during 1988 to 2010. The highest
growth rate of production was found in pulses with 13% in average during this period.

Growth rates of other crops such as cotton, rubber, sesamum, maize, and sugarcane were
high. In contrast, growth of jute production was negative.

Because of summer paddy programme, growth rates of paddy production were
high during 1992/93 to 1994/95 as there was a high increase in sown area of paddy
during the same period. Likewise, yield of paddy increased slightly during this period
(Table 4.24). Since 1999/2000, paddy production increased again, except in slight
decline in 2002-03. As yield, production of paddy per acre also increased gradually due
to utilization of high yield variety seeds, hybrid seeds, fertilizers and other inputs for
paddy. On the other hand, encouraging irrigation facilities and providing agricultural
credits which were gradually increased also supported to the increase in production of

paddy. Moreover, yields of many other crops increased except jute. However, the high

yield
R&D and extension facilities, insufficient utilization of fertilizers and farm inputs,

of most of the crops was not impressive. It reflected that there were still inadequate

ineffective irrigation facilities, lack of agricultural credit and farm mechanization.
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Regarding exports, as shown in Table 4.25, rice and rice products fluctuated
curing this period but it had increased since 2007/08. The high volume of its export was
a 1994/95, 2001/02, and 2002/03. Since 2003, government removed the procurement
arice for paddy and permitted to private sector export of rice. However, value of rice
axport did not improved significantly. It is shown in Table 4.26. It can be concluded that
although market and price liberalization are important institutional development, quality

of rice products and secure market are also impressive for the promotion of rice export.

Table 4.25 Volume of Exports of Selected Major Crops

(Thousand Tons)

_ Year Rice Pulses | Maize Cotton Jute Rubber
.~ 1988-89 47 17 1 0 0 2
©1989-90 166 56 14 0 2
1990-91 134 195 20 * 0 1
199192 | 183 195 41 0 * 8

-~ 1992-93 199 449 44 0 0 18 |
©1993-94 | 26l 514 40 0 0 23
T 199495 | 1,041 | 425 70 0 0 24
199596 | 354 610 62 * 5 25
. 1996/97 93 595 103 * 2 26
| 1997-98 28 769 50 4 5 22
1998-99 | 120 622 174 4 0 30

~1999-00 55 561 89 2 0 30 |
'}looo-m 251 831 148 3 4 20
2001-02 | 939 1035 90 # 30 25

T 2002-03 | 793 | 1,038 | 219 * 8 2 |
2003-04 | 168 1,211 151 0 8 20
2004-05 182 873 255 0 0 14
2005-06 | 180 865 90 0 0 29
2006-07 15 1,156 | 183 0 0 9
2007-08 | 358 1,141 156 0 0 19
2008-09 | 666 1,451 120 0 0 14
"2009-10 | 818 | 1232 | 10 0 0 41

* |ess than | thousand ton.
Source: CSO, Statistical Yearbook 1993, 2000, 2004, and 2010, Agriculture in Brief

2011.
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Table 4. 26 Values of Exports of Selected major Crops
(Million Kyats)

Year Rice Pulses Maize RubLer_] Cotton Jute _]
1988-89 54 53 | 13 0 0
1989-90 266 123 12 8
1990-91 172 515 13 3 * 0|
1991-92 251 429 28 34 0 * .
1992-93 249 667 30 71 0 0 |

1993-94 267 725 28 91 0 0

1994-95 1165 854 49 122 0 0

199596 | 440 1358 46 180 1 6

~1996/97 126 1272 107 171 3 5
1997-98 38 1403 45 134 26 g8 |
1998-99 167 1135 116 100 21 0 ‘
1999-00 65 1179 54 75 10 0
2000-01 208 1658 92 67 1 5
2001-02 754 1898 59 76 i 37
2002-03 633 1760 139 88 * 10
2003-04 131 1731 93 99 0 0

a 2004-05 180 1283 165 87 0 0

~2005-06 214 1876 64 205 0 0
2006-07 18 3498 156 0 0

. 2007-08 552 3463 169 0 0

| 2008-09 4065 0 0

| 2009-10 5063 0 0

* less than K 1 million.
Source: CSO, Statistical Yearbook 1993, 2000, 2004, 2010; Agriculture in Brief 2011.

On the other hand, export of pulses had dramatically increased since 1990-91.

g this period, it increased at highest in 2003-04, and

Although it fluctuated durin
d again from 2006-07. Of the

decreased In 2004-05 and 2005-06, and then it increase
ses was the main source of income in export of agricultural
products and it had significantly increased since 1995/96. There was a tremendous
e for pulses again since 2006/07 and it reached the highest

value of export income, pul

increase in export incom

amount of 5000 million kyat. Other export items such as maize, cotton and rubber were

insignificant among agricultural products.
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The agrarian reforms reflect the political climate of the country concerned.

.ccessive governments of Myanmar after Independence followed almost the same
pettern of agrarian reform.

Larger farmers have improved their lot to some extent since the introduction of a
—arket economic system. They are able to take advantage of liberalization in the
zzriculture sector. Rural poverty exists in three types of families: marginal farmers with a
wery small holding of two acres or less; farmers in hill tract areas in which very small
farms, the size of one acre or less; and landless laborers. There are still many landless
samilies working as farm laborers, which account for about one third of total farm
families. The majority of these people are found under the poverty line.

The agriculture sector is the mainstay in Myanmar economy and the country’s
economic development can hardly occur apart from the development of agriculture sector.
Successive governments tried to develop the sector with policies, planning and
institutional changes. In fact, however, those were measures that exploited the agriculture
sector and farmers.

During colonial period, although it was denied that private ownership rights and
free trade of land policy, credit policy and laissez faire trade policy were main
contributors to agricultural development, it did not benefit the farmers. Institutions in that
period could not protect farmers. These led to emerge the social class of tenants and
landless agricultural laborers and then indebtedness. In other words, one of the results of
agricultural development in the colonial era was indebtedness of most of the cultivators,
owners, tenants, and agricultural laborers alike. Institutional weaknesses can be seen
during the period.

A.very extreme land policy was in post independence, the land is owned by the
State and land was distributed to poorest farmers on equity basis. It was not implemented
successfully. On the other hand, successive governments since independence have used
agriculture as a main source to extract surplus through fixing the procurement price of
rice well below the world market price. Moreover, production was controlled by quota
and production targets.

Even when under the partial liberalization introduced by the SLORC and later by

the SPDC government, the compulsory procurement of rice at below the world price
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tinues. There was also urban bias of the government policy, i.e. keeping constant
ice of rice, distribution of rice with low prices to government’s service personnel while
farmers were buying agricultural inputs such as fertilizers, diesel fuel and other
commodities at market prices. In 2003, though the SPDC government liberalized the
zariculture sector, there were still constraints in agricultural credits, improvements in
s=chnology and utilization of farm implements and problems of land fragmentation and
iandlessness. These institutional barriers led to the need for agricultural development, and
then economic development. Thus, right, secure, and market-proper and supportive

institutions are essentially important for the sustainable development of agriculture and

living standard of rural population.
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Chapter S

Conclusion
Agriculture plays an important role in Myanmar’s overall economic performance.
Apart from its substantial contribution to Myanmar’s foreign exchange earnings, it also
<arves as the vehicle for the growth of all other sectors of the nation. It accordingly
-amains essential to increase agricultural productivity and rural incomes in order to
schieve poverty alleviation and rural development.
Agriculture sector employs 66% of the labor force, accounts for about 32% of
GDP, and contributes approximately 16% of export earnings. One of the four main
economic objectives of Myanmar is “Building of modern industrialized nation through
the agricultural development, and all- round development of other sectors of the
cconomy”. The agriculture sector not only provides inputs for processing industries, but
also a growing market for domestic manufacturers.
Though richly endowed with agricultural resources, the Myanmar’s economy
exhibited only a slow performance and growth in its agriculture sector. Myanmar still
possesses unexploited land and water resources. The Myanmar’s agriculture obviously
suffered from the excessive government controls and exploitation, and also from
improper and ineffective institutions.
Institutions are integral part for the development of agriculture sector, although
there are many determinants of agricultural development. [nstitutions can reduce
transaction costs for agricultural marketing; induce technology improvement; and
increase productivity. Property rights system can increase investment and secure market
and can improve production. In Myanmar, in accordance with the change in political and
economic system there is a change in the administrative structure, institutions have also

changed.

Land Policy and Property Rights System

Regarding the land policy and property rights system, there was quite difference
under colonial period and Myanmar governments. During the colonial period, the British
government laid down the secure land policy, private property rights of land, and free

trade of land in line with its liberal economic philosophy. As a result, land could be freely
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=ought and sold, and mortgaged as security for loans and etc,. It was said that at times,
e rights in land in Lower Myanmar changed hands more rapidly than shares in the stock
=xchanges of the advanced countries.

| Farmers who continued in occupation of the same land and paid revenue for
swelve successive years were given a title to the land known as a landholder’s Right. The
implementation of cadastral surveying and land registration system and land revenue
sollection arrangements led to taxation on land creating the single largest source of state
revenue at that time.

After the opening of the Suez Canal in 1869, there was incentive for farmers to
increase their productivity and land size, with subsistence agriculture progressing towards
commercial agriculture. As a result, agricultural production and exports especially rice
‘ncreased dramatically before WW 1. However, this development gave rise to the need
for increased capital to expand production. Farmers were able to obtain their needed
capital by borrowing from private money-lenders. Due to the impact of the 1930 Great
Depression and other factors, the farmers were not able to payback their loans to
money-lenders and most of the agricultural land were passed into the hands of money
lenders. Thus, the colonial government’s land policy and property rights system led to
agricultural development and as the biggest exporter of rice on one hand but on the other
hand, this policy forced Myanmar farmers to indebtedness, landless laborers and tenants
also due to price control by the foreign marketing companies in part.

During the period between 1931 and 1941, land reform measures Were first
initiated by the colonial government with the objective of alleviating rural poverty with
the formation of combined British and Burma Land Committee. lts goals were 1o slow
down the rate of land alienation to absentee landlords, readjust tenancy laws and
redistribute family-sized plots to farming households. Moreover, the British government
came to realize the urgent need for financing agriculture with passing the Land
Improvement Loans Act 1883 and the Agricultural Loans Act 1884. But, these did not
help the farmers much due to domination by foreign interests in the Burmese Legislature.
Because of these bitter experiences under British rule, a major land reform
programme was the immediate necessity in Myanmar. The Land Nationalization

Programme in Myanmar was officially launched in 1948 when it gained her
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“adependence. This urgency was due to a number of factors both economic and social

snat had been pressing the Myanmar agriculturists since the days of early 1900s, and the
British government did nothing noteworthy to improve the Myanmar farmers.

The chief objective of the Land Nationalization scheme was t0 create a new
sconomic and social life for the peasants, through systematic distribution of lands and
modern method of cultivation coupled with rural development envisaging the formation
of agricultural producer’s co-operatives for optimum utilization of land and labor.
However, this Act could not go into operation at once due to the out break of the
insurrections all over the country. It was only in 1953 that another Land Nationalization
Act was passed. Again the programme was temporarily suspended in 1959. During 1953-
59, out of the total area under cultivation of roughly 18 million acres in the whole country
only some 17% of it had been distributed. One obvious reason was lack of security in
certain parts of the country due to the insurrections that disturbed almost all parts of the
country. Other minor obstacles included lack of good communications, non-availability
of land records, maps and sufficient number of forms and registers.

Even in those areas where land had been distributed, the main objectives of the
land nationalization programme Were only temporarily achieved. Although it aimed to
abolish agricultural indebtedness, the agriculturists still were in debt either to the private
creditors or to the State.

Myanmar economy during the parliamentary period was still a mono crop
economy as in the colonial period. Over 70 % of the foreign exchange earning was from
the export of rice. The fluctuation in the world market of rice had serious effects on the
finances and stability of the country’s economy.

Thus, in spite of the introduction of the land nationalization programme the
economic situation of the farmers was no better off. Although it abolished landlordism in_
the country the squeeze On the cultivator was still there. This was because over 75 % of
the population or more than 13 million people in Myanmar were agriculturists cultivating
the culturable area of 20 million acres; this meant that the average area cultivated by one
agriculturist was only one and a half acres which would produce about 45 baskets of

paddy worth some where around kyats 108. Since there was only mono crop a year, the

185




cultivator was forced to subsidize his deficit budget by borrowing from private money
lenders.

It was obvious therefore that in spite of the good intentions for the farmers of the
land reform programme, it had many flaws and loopholes with disastrous outcomes.
Moreover, the Myanmar inheritance law allowed the equal subdivision of the original
holding into small units among the siblings. Thus, the land tended to become fragmented
and uneconomic in size. In the sense, it became too small to support an average farm
household. Thus because of this ambiguous nature of the Act, the Land Nationalization
work was suspended when the Revolutionary Government came into power. But such
provisions of the Act that were in line with the Revolutionary Government’s agrarian
- policy, especially the provisions relating to conditions prescribed for exempted and
distributed agricultural lands, continued to be operative.

There were no further significant changes in land policy throughout the socialist
period. The state was still the ultimate owner of land and farmers had only the land tilling
rights. These rights are not allowed to transfer, sell, mortgage, or use as collateral for
getting loans. Moreover, the state controlled the cultivation of crops such as planned
crops and non-planned crops. Thus farmers did not have the rights to produce what they
wanted to.

Although the socialist economic system was abolished and the market-oriented
economic system has been introduced since 1988, most of the existing acts, rules and
regulations, apart from some progressive amendments made, were not changed in
parallel, and thus these are still in use today in accordance with the State Law and Order
Restoration Council’s Law No.8/88. Cultivable waste land at the disposal of the State is
managed by the Central Committee for the Management of Cultivable land, Fallow Land
and Waste Land (CCMCL) in accordance with Notification No. 44/91 of the State Law
and Order Restoration Council, and Notification No. 1/91 of the CCMCL in 1991.

The Central Committee for the Management of Cultivable land, Fallow Land and
Waste Land (CCMCL) was established in 1991 to manage fallow land and agricultural
waste land for the purpose of carrying out agricultural production. The Committee can
grant the land use rights of up to a total of 50,000 acres for perennial crops, 1,000 acres

for seasonal crops. Private Citizens, Co-operatives or State Enterprises are equally
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2 ible for obtaining cultivation rights on cultivable waste land. Foreign investors are
allowed to apply the permission for investment in agricultural land development and
duction from the Myanmar Investment Commission (MIC) under the Foreign
vestment Law of Myanmar. Duration for right to cultivate/ right to utilize land is 30

ars from the year the land use right is granted and can be extended for another 30 years

Zepending upon type of investment.

The rigidity of land tenure under the existing rules and regulations, preventing the
-ultivators to transfer, sell, lease or mortgage the land use rights has two major adverse
impacts on agricultural productivity that need to be addressed in the short and medium
sarm. Firstly, the inability to trade the land use right means that land cannot be operated
-e_fﬁciently. Since transfer of land use rights is difficult, if not impossible, land is allowed
‘0 be operated by farmers who lack motivation or access to complementary agricultural
inputs. Secondly, ambiguity of land tenure reduces the incentive of farmers to undertake
long term investments such as land leveling, soil improvements and irrigation and
drainage networks. Evidences from many developing agricultural economies strongly
support this link between more secured land tenure and investments in land
improvements.

The present land revenuc system is based on the old land revenue regulation dated
back to the British colonial period, with a series of adjustment, calibrations, or
readjustment to the mode of taxation practices. The basic colonial-era system of land
records and taxation is still in operation including the land revenue raies, with detailed
surveys of land use to coincide with major cultivation scasons. Current land revenue rate
for crops ranges from K 0.25 to K 12 per acre and the rate for special crops is from K0.25
to K 22.5 under settlement operation. Thus, it is necessary to review the land tax rates

Many studies including 2003 Agricultural Census have indicated that the size of
land holdings are shrinking and land scarcity is increasing despite the existence of about |
6.8 million hectares of fallow land and agricultural wasteland in Myanmar. There may be
scope for considering a program of land distribution and support for landless tarmers as
an additional mechanism for expanding and intensifying agricultural productivity. A
growing labor force, combined with slow growth in industry and services sectors and

with limited off-farm employment expansion will continue to put pressure on the fand
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base in the near future. It has already resulted in spontaneous expansion of farming into
forests or assigned plantation areas leading to conflicts between the local community and

respective authorities. Alternatively, government should facilitate area expansion, for

. both seasonal and plantation crops, by supporting regional land use planning to help

guide land conversion to appropriate areas, and technical and financial support for
smallholder agriculture development. Recently, the Union Government of Myanmar
enacted the Cultivable, Fallow and Waste Land Management Law (Vacant Land Law)
and Agricultural Land Law in 2012. According to the acts, land utilization will be
extended, and the property rights will protect the farmers from losing their land use rights

and also farmers will have the rights to transfer, sell, lease or mortgage their land.

Water Supply and Irrigation

Myanmar has abundant water resource for irrigation development. Water resource
and irrigation facilities are important in agriculture-based country like Myanmar. In order
to effectively utilize the potential water resources mainly for agricultural purpose and to
protect ﬂoods,-Myanmar has been establishing irrigation facilities to increase agricultural
productivity and to reduce the damages. In fact, irrigation facilities had been conducted
since Myanmar Kings and irrigation department was established as public works in the
colonial period. However, the British government just maintained the existing dams at
that time. There were some small dams and tanks since independence in Myanmar and
sump irrigation was started in the socialist period. Thus, before 1988, there existed only
138 irrigation facilities with the benefited area of 1.5 million acres. After 1988, during
the market-oriented period, total benefited area has increased to 4 million acres with the
completion of 233 additional irrigation facilities (up to end of August 2010). And, the
storage capacity has also increased. [t was due to the efforts of the government and policy
objective to increase agricultural production. As a result, cropping area with horizontal
and vertical expansion of cultivation and summer paddy cultivation has increased
significantly during this period.

Regarding the revenue for the water utilization, Water and Embankment Tax Law
was enacted in 1982 and it was no longer adequate due to non-payment by farmers and

lack of effective supervision in the collection. Recently, the water tax is charged on per
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acre of specific crop and it was no incentive attached that could encourage farmers to
save water. Thus, an alternative to this would be to charge water in volumetric basis. On
the other hand, the funding of both WRUD and 1D is not sufficient and revenue from the
water charges is also rarely sufficient to cover the cost of project management. Moreover,
efficiency of the system is limited by adequate technical capacity in terms of staff and on-
farm irrigation management.

Irrigation water sharing can be improved with closer collaboration and effective
communication between WRUD/ID and farmers. Moreover, all the completed dams need

to be evaluated by using dam safety technology.

Research and Extension

Research institutions in agriculture sector in Myanmar had developed since
colonial period. However, there were such as breeding variety seeds, establishing
experiment gardens and agricultural schools. There were no improvement in technology
and HYVs. In the parliamentary period, central farms and Agricultural Research Institute
were established, but advanced technology and HYVs did not improved. During the
socialist period, specifically in 1970s, with the establishment of Rice Research Institute,
HY Vs seeds were introduced and launched Special High Yield Paddy Project. After that,
series of seed projects for paddy and other crops were developed. As a result, yield and
HYVs areas increased rapidly during 1970s and 1980s. It was mainly due to the
implementation of Training and Visit (T&V) programme for paddy project by the
extension services like training, education and demonstration of extension staff at the
village and township levels.

However, this Green Revolution effect slowed down in the late 1980s. There were
no any‘other technology development and effective extension services since then. During
the market-oriented period, there have been some restructuring R&D department and
experiment stations and developed HYVs of rice and other crops, and hybrid variety
seeds, but not extensively. The significant improvement was launching Summer Paddy
Programme in 1992/93. It was because the lack of adequate research funds for R&D, lack
of technically skilled researchers and staffs, lack of crop specialists, inadequate number

of extension staff, lack of incentives for researchers, lack of insufficient contact farmers
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= use new varieties and lack of incentives for farmers to use them. Moreover, there was
-lso weakness in collaboration between R&D and Extension and Training Institutions.

| Recently, the Ministry of Agriculture and [rrigation has implemented and
disseminated the new hybrid paddy. It may yield over 200 baskets per acre. If it is

sffectively conducted, production of this variety of paddy will be increased rapidly.

Farm Implements Related Institutions

Since Myanmar rule, agriculture was subsistent and depended on manual workers
and used draught cattle. Even in the colonial period, tremendous expansion in cultivation,
Myanmar’s agriculture based on traditional methods. Utilization of farm implements
started to improve after independence. However, farm mechanization and utilization of
farm implements still underdeveloped mainly due to lack of improvement in technology,
lack of investment, land fragmentation, soil quality, and land structure. The AMD under
the Ministry of Agriculture and Irrigation produced and hired farm implements to farmers,
but not substantial amount. Some farmers bought and hired private firms. It still needs to

utilize extensively farm implements to increase production.

Credit Institutions

During the colonial period, credit institutions played important roles in expansion
of cultivation and production, then agricultural development such as rice production and
export. After the opening of the Suez Canal in 1869 and the passing of the Burma Land
Act, transformation of commercial cultivation gave incentives to farmers to expand their
farming and brought about borrowing money.

Although passing the Land Improvement Loans Act 1883 and the Agriculturist
Loans Act 1884 by the government to lend out funds for the expansion of cultivation of
farmers, these two acts were not effective and benefited to farmers. Due to limited access
to credit by the government, farmers greatly depended upon the private money lenders
especially Chettiars. Thus, the Chettiars were the chief providers of capital to Myanmar
cultivators throughout the colonial era, with estimate of about two-thirds of Chettiar loans
outstanding in 1930, were held by agriculturists. Chettiar lending was secured against

collateral, and mostly against title to land.
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With the Great Depression, prices of paddy had been trending downwards across
latter half of the 1920s. The impact of the collapse in paddy prices was felt amongst
me cultivators, with inability to pay interest payments on their loans, defaulting
porrowers and seizing the pledge of collateral. Thus, there was alienation of much of the
cultivable land of Lower Myanmar and land owned by Myanmar cultivators passed into
he hands of absentee landlords, about a half of all the agricultural lands in Lower
Myanmar were transferred to money lenders. It was the cause of agrarian problems in the
country.

After gaining independence in 1948, Myanmar inherited from the British rule
three major agrarian problems: indebtedness, land alienation and insecurity of tenancy.
During the colonial period, because of the lack of a comprehensive system of credit
institutions the bulk of agricultural finance was supplied by the private money lending
ciass who imposed extremely high interest rates, providing capital in the absence of a
proper banking system for Myanmar agriculturists. When the Anti-Fascist Peoples’
Freedom League (AFPFL) government came to power, agricultural loans were issued by
the government on its own budget. Then, after the adoption of the Agricultural and Rural
Development Five-Year Scheme at the Pyidawtha Conference held in August 1952 the
State Agricultural Bank Act of 1953 was passed and established the State Agricultural
Bank in 1953.

There were some estimates on the requirements of seasonal loan by the Provincial
Banking Enquiry Committee and others based on different assumptions and basis. The
need for agricultural credit in post-war years increased for a number of reasons —
agricultural production, reconstruction and rehabilitation of agricultural land and
building up stocks of implements and plough cattle, etc,.

However, even at the time of the most liberal scale of government finance of
agricultural credit, the state loans amounted to only about K 60 million which was about
one-sixth of the total requirement. The rest had to be obtained from private sources. This
led to the basic issues regarding problems of the policy of state agricultural credit. The
government could not continue to carry out a programme of increased state financing of
agriculture with the present level of non-repayment of loans. The government had been to

insist more and more on collective responsibility system as the main weapon for securing
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igher rate of repayment. This had been the basic method with all channels of lending;

sither through the general administration, or the cooperatives, or the new system of

zgricultural banks and agency loans. However, the recovery rates were not satisfactory

2nd the system of state credit could not be continued for a long time.

Moreover, the flight of the Chettiar did not solve the problem and in fact this
disappearance of Chettiars’ credit created a vacuum in the agricultural credit system in
Myanmar. The supply of agricultural credit by the government and cooperative societies
was not adequate because the cultivators did not have any surplus cash or food except to
feed themselves through the crop year. In thel954 Census the amount of agricultural
credit constituted only two-thirds of the costs of cultivation. Then, the government’s
provision of agricultural credit was to lend out K 700 million in 1963, but farmers could
borrow only over K 400 million.

In fact, the amount of agricultural credit made available during the Revolutionary
Council government was much more than that of the parliamentary democracy
government. It increased not only in the total amount of loans but also credit per acre. On
the other hand, its interest rates were lower per annum. However, in 1972, only 1.8
million rural households out of 4.4 million had real access 10 official credit. Although it
somewhat relieved the dependence of the farmers on more expensive private sources of
credit, the lending rate of 25 kyat covered only about 11 % of the cost of cultivation in
1972/73.

Since 1965, the government still practiced “collective responsibility system” at
village tracts with village banks, village cooperatives and village land committees.
Moreover, the government solved the problem of agricultural credit by buying
“pindaung” with the cost of cultivating and reaping costs of 45 kyats in 1966 and the
Ministry of Industry lent credits for other crops such as cotton, jute and sugarcane.

The consequence was that farmers continued to look to unofficial sources to meet -
their credit needs. Moreover, since credit was distributed on a per acre basis, farmers with
large land holdings benefited from this system. The credit system emphasized equity
rather than efficiency, and agricultural loans were granted on the basis of need rather than
on the basis of productivity. It was indicated that the government’s credit system was not

as effective as had been expected.
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In April 1973, Myanmar’s system of allocating rural credit via the village bank
was replaced by a regime in which the bulk of credit available was channcled 1o
sultivators by ways of “advance purchase” of their output by the state. From 1973/74
under the BSPP, Trade Corporation No.} (later AFPTC) took over the functions and the
granting of K 35 per acre as part of the advance paddy purchase programme. in 1977/78,
“he rate was increased to K 70 per acre, which was again raised to K 140 for the HY'V
areas from 1981/82. Advance purchase relieved cultivators from paying interest on
advances, but this did not mean that the credit they receive was free from cost. There had
long been a substantial gap between the government’ procurement price and the price
prevailing in the market. This gap represented the cost to the cultivator of providing their
crop to the state and, in this sense, was akin to an interest rate that might be otherwise
levied on loans.

Since 1978/79, all agricultural loans have been issued through Myanmar
Agricultural Bank. As agricultural credit increased year after year, the credit needs of the
farmers also increased. Since institutional credit did not cover the cash part of the
cultivation cost, farmers turned to unofficial sources of credit and as a result, farmers’
indebtedness was as acute as in previous times. More importantly, the basic concept of
priority of equity over efficiency did not change.

The provision of agricultural credit during the market-oriented period is the
responsibility of the Myanmar Agricultural and Development Bank (MADB), the state
owned bank. The MADB provides seasonal loans, term loans and area development loans.
Since 1991/92, new types of loans such as loans for solar salt production, for integrated
paddy and fish farming, for mulberry plantation to support sericulture, and so forth, have
been introduced as diversification to bring about all-round development of agriculture.
Seasonal loans for agriculture currently cover only eight major crops, and not available
for other crops. Although lending rates for crops had been raised, they still less than 10%
of the actual cost of cultivation. Consequently, farmers with little cash reserves have to
resort to informal money lenders at high interest rates.

There are other sources of agricultural credits for farmers such as Rural Saving
Mobilization Scheme launched in1993, Microfinance or Micro credit started in 1997 by

UNDP, UNOPS, Grameen Trust, PACT, GRET, World Vision, CARE Myanmar, Save




Children, GRET. However, agricultural credits are still insufficient. Moreover,
velopment Companies, established for agricultural development, especially for rice

pulses and beans that are important as staple and exportable crops in 2009, ar<

ding out funds to farmers for the purpose of supporting investment and agricultural
“aputs at a low interest rate of 2% per month,

Moreover, the MADB raised the agricultural credits from K 20,000 per acre ic
X.40,000 per acre in 2012. The rate of interest on these loans reduced from 17% o I 5%
in 2011 September 1, and to 13% in 2012 Januaryl respectively. These are for the
development of agriculture sector by the government’s efforts.

For agricultural development and farm income, agricultural credit is a big issus
that should receive major attention at present. In fact, the credit crunch is a countrywide
problem although its impact varies from region to region, from township to township, anc
even within a township.

In view of its seriousness, rural credit issue will be accorded top priority in the
poverty reduction action programme. In doing so, efforts will be made to build on what
has already been achieved and to take due account of on-going activities in this area by
the public and private sectors, civil society organizations, and NGOs to avoid duplication
and to enhance cooperation among various actors and stakeholders. Microfinance is a
way to provide credits for farmers to some extent, not the main option.

However, one important activity that could be undertaken immediately with
regard to following up on the rural credit issue is to conduct surveys of farm incomes and
expenditures. In an unstable macroeconomic environment, COSts and prices are changing
all the time but there is a need to get reasonably accurate estimates of farm incomes and
expenditures for specific rural communities in order to launch credit programmes for
them. Without such information, it will not be possible to determine the amount of credit
per acre that will be required and terms and conditions at which it should be provided to
ensure these do not impose an undue burden on the borrower, while at the same time

prospects of repayment arc also reasonably good so that the credit programme can

continue on a sustainable basis.
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Marketing Institutions

The British government policy was the laissez faire policy and practice free trade
nolicy both in domestic and foreign markets. Moreover, secure foreign market for rice.
free market pricing, establishment of foreign marketing companies and improved
transportation raised rice export and induced farmers to expand rice cultivation. As &
result, the agriculture sector of Myanmar developed to some extent due especially o
increase in rice cultivation, production and export. Thus, during the colonial periog,
Myanmar was the largest exporter of rice although it was lop sided agriculiural
development, much rely upon mono crop, rice. The benefits from rice export were in the
hands of the government and foreign companies. Myanmar farmers did not get these
benefits. Foreign trading companies controlled the prices of rice and they got the profits
between domestic price and export price.

After gaining independence, the Myanmar government controlled agricultural
marketing through the State Marketing Board. These were disincentives for farmers to
increase or expand cultivation and production of rice and other crops. During the
parliamentary democracy period, although the government’s policy was to encourage
agriculture sector, the policy hindered the agriculture sector development and exploited to
farmers. The marketing and pricing policies did not much changed in the socialist period.
but there has been more strictly control on the policies by setting procurement system and
compulsory delivery quota system for paddy. Moreover, the government set the planned
crops and areas, and forced to farmers what they cultivate and produce. As a result, the
sown area and production of agricultural products particularly rice did not much improve
during these two periods. |

In 1987, the government removed the restrictions on trade for agricultural
products except rice and other eight major crops. As a result, cultivation and production
of agricultural products especially pulses and beans increased dramatically and also
export of pulses and beans was rapidly increased. Again, in 2003 April, the government
lifted the procurement system for paddy and liberalized rice export. In 2004, the
government also removed the procurement system on industrial crops. Furthermore, the
government announced the tax exemption on export of rice, beans and pulses, corn,

cotton and rubber in 2011 August. These changes may increase production and export of
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these crops and will be the incentives for farmers to expand their cultivation. However,

for export promotion, it is needed to secure foreign markets for these products. On the

other hand, efficient supply chain mechanism is important to reduce transaction costs and
effective and efficient Commodities Exchange Centers need to support it.

Thus, it can be concluded that during the colonial period, a private property right
of land was the main supportive factor to agricultural development. The secure private
property rights of land was incentive for farmers to expand their cultivation.
Development of agricultural production was mainly due to expansion of area of crops,
particularly paddy. Land property rights of land and tax exemption for cultivable land led
to incentives for expansion of cultivation. However, credit and marketing institutions
were not supportive and effective for Myanmar farmers. Thus, these improper and
informal credit institutions and exploited and monopolized marketing institutions led
Myanmar farmers to become tenants and also indebted and landless.

During the parliamentary democracy period, Land Nationalization Act and
redistribution of land to poor farmers caused land fragmentation and inefficient credit for
farmers. Formal credit institutions such as SAB could not provide adequate credit. Due to
the effects of WW 11 and insurgency in the country, agricultural production declined and
exports as well. Although SMB was established, it was not effective.

During the socialist period, land policy, credit institutions and marketing
‘stitutions did not change significantly as during the parliamentary period and did not
support agricultural development and farmers. However, R&D and extension services
increased agricultural production to some extent only for a specific time period.

During the market-oriented period, liberalization in pricing and marketing, and
allowing private sector participation in trade supported agricultural production and
exports to some extent.

In the development of the agriculture sector in Myanmar, land policy and property
rights system as institutional environment is the most important institution. Property
rights of land need to be clear and secure. Private property rights of land was an incentive
to expansion of cultivation as an evidence in the colonial period, farmers willing to invest
in land investment and cultivation. Moreover, farmers could use and get credit from land

as a collateral. Recently, the government enacted the Vacant Land Law and Agricultural

196



iand Law in 2012 According to the acts, land utilization will be extended, and the
croperty rights will protect the farmers from losing their land use rights and also farmers
i1l have the rights to transfer, sell, lease or mortgage their land. Thus, it is hoped that the
<ecure ownership and ability to exchange, transfer, lease, sell and mortgage will be high
‘qvestment in land market for entrepreneurs, particularly for poor farmers with turning
“neir latent assets into live capital for the agricultural development.

The second important institution was the marketing institutions. Free pricing and
marketing gave opportunity for farmers to choose what to cultwate based on response to
market prices. Market prices signaled to farmers what to and how much to produce.
Moreover, marketing information system and secure market for exports were also
impressive. During the colonial period, there were free market pricing and secure market
for rice export. Thus, farmers had incentive to expansion of paddy cultivation and rice
export increased dramatically. However, after independence, the successive Myanmar
governments controlled domestic pricing for crops especially paddy for the reasons of
price stability and urban bias. Moreover, the government monopolized export for foreign
exchange earnings for the government. Thus, the procurement system, compulsory
delivery system and export restriction retarded agricultural production and disincentives
for farmers. As a result, the agriculture sector did not improve. The significant marketing
system changes have been conducted during the market-oriented period and it responded
to agricultural production particularly pulses and beans, because the government still
controlled rice. As a result, production and export of some crops increased significantly.
Credit institution was the third important one. During the study period, formal
credit institutions were weak and insufficient. The government banks and other credit
institutions did not provide adequate credit for farmers. They provided only about 10% of
the total cost of production, particularly paddy. Thus, farmers always relied upon
informal credit institutions, private money lenders who charged high rate of interest. It
was a burden for farmers. They were in indebted trap except the rich farmers. In fact,
credit was important for the use of farm inputs such as fertilizers and utilization of farm
implements. Because agricultural production is risk taking and during the processing

period, farmers incurred cost of production such as labor costs and other costs.
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Availability of adequate credit and formal credit institutions are essential for agricultural
development.

According to experiences of Thailand and Vietnam, land reform programmes
such as formal land title system, issuance of title deeds and testimonial of land ownership
for landowners in Thailand and issuance of land use certificates (LUCs) and assigning
land use rights (LURs) in Vietnam allowed the development of land markets that can
bring about an efficient allocation of resources and provided the foundation of a formal
market for land. These contributed to agricultural development in both countries.

It is evident that Thailand’s agricultural growth is affected by its agrarian
structure and available land resources. The Thai farmers’ ability to adapt to changing
market conditions contributed to vthe country’s agricultural success, but even more
important was the availability of large areas of virgin land for cultivation. The
development of Thai agriculture in the mid-19th century was mainly due to expansion of
the agricultural frontier rather than increasing productivity. From the late 1950s, the
government sought to finance industrial growth through driving expanded agricultural
exports. There are three main factors which have established Thailand’s outstanding
position as a rice-exporting country: production increase, yield increase and changing
farm management of rice cultivation. In conclusion, Thailand’s success in agriculture has
been achieved primarily through private initiatives, with the state playing a strategic role
in setting an investment climate, investing in roads and research, and also supporting
agricultural credit to overcome market failures.

Overviewing the institutional changes in Vietnam’s agriculture sector, it can be
observed that since the 1980s, Vietnam’s economic reforms have generated powerful
‘ncentives to invest in agriculture. Agricultural production after implementing
comprehensive renovation and decollectivization has achieved a high annual growth rate.

In brief, there have been many significant changes in institutions in Myanmar
with the changes in political economy. Particularly, in land policy and property rights
system, credit institutions, and marketing institutions, their changes affected the
agricultural production dramatically. However, there were no significant changes in
irrigation facilities, R&D, extension and training, and utilization of farm implements.

Thus, institutional changes in the agriculture sector were not effective and supportive to
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the agriculture sector development and farmers. It is still needed to change some
institutions for the development of the agriculture sector in line with the economic system.
For sustainable agricultural development, farmers need to overcome the poverty trap. The
role of government is important to create proper institutional environment and establish

supportive institutions.
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Appendix 1 Sown Acreage of Selected Major Crops (Thousand Acres)

Paddy | Maize Millet Pulses Groundnut | Sesamum | Cotton Rubber
11,435 | 190.6 755.6 1034.4 561.9 1042.8 336.6 77.7
11,559 | 199.4 700.8 1026.3 498.6 1132.9 .449.2 79.4
11,798 | 194.0 664.9 1097.5 523.1 1092.9 431.8 85.7
11,701 | 193.5 568.0 1348.3 540.1 1071.3 311.1 92.8
12,057 | 198.5 491.0 1188.5 598.9 1082.0 302.8 113.7
12,209 | 200.1 474.4 1241.5 570.6 1225.0 320.0 120.1
12,370 | 195.7 442.7 1340.2 564.5 1322.0 358.5 118.8
11,866 | 199.1 626.9 1338.4 407.3 1208.5 213.5 117.6
12,050 | 211.7 626.3 1354.7 521.9 1600.0 316.8 110.4
12,413 | 190.4 569.3 1212.0 640.2 1609.4 429.5 106.5
12,010 | 218.2 597.3 1330.7 624.6 1418.9 4422 109.4
11,875 | 220.9 528.5 1624.2 660.1 1503.7 507.9 107.6
12,175 | 190.7 506.7 1567.6 746.6 1427.1 515.6 107.8
12,490 | 202.9 520.3 1419.4 895.7 1371.9 559.8 109.5
12,382 | 207.7 456.8 1347.7 839.5 1350.2 407.6 107.2
12,432 | 222.0 442.5 1467.1 760.5 1427.6 347.4 108.6
12,519 | 214.0 450.1 1448.9 780.6 1353.0 418.3 110.6

I Source: Economic Research Project, 1959.

Appendix 2 Production of Selected Major Crops (Thousand Tons)

Paddy | Maize | Millet | Pulses | Groundnut | Sesamum | Cotton | Rubber
7,485 38.9 65.7 193.6 163.6 56.7 12.5 0.9
6,828 37.1 46.3 185.7 164.9 40.1 16.6 1.0
7,540 37.2 79.8 203.0 155.0 30.8 13.7 1.2
7,008 384 67.0 238.6 149.5 454 12.1 1.2
7,122 38.6 83.0 2129 159.3 38.8 9.1 1.2
7,279 34.6 50.3 212.1 187.0 50.6 10.7 1.2
7,491 40.1 49.1 228.2 179.0 71.0 15.5 I.1
6,088 32.0 87.8 237.9 133.5 275 5.6 0.9
7,171 30.9 62.6 191.1 155.3 64.5 14.1 0.6
7,545 31.3 63.2 184.0 140.1 69.3 21.7 0.1
6,575 64.9 80.6 260.0 139.8 49.4 15.3 1.2
7,306 45.3 62.4 310.3 147.9 45.1 20.3 1.3
6,877 29.9 41.0 244.1 144.5 36.4 24.2 2.1
6,729 39.0 61.4 232.8 217.3 48.3 19.3 2.1
7,924 39.6 62.4 208.7 197.7 53.1 17.2 2.1
6,878 39.7 47.8 220.7 197.2 50.6 18.6 2.2
8,036 374 61.7 254.3 207.0 55.9 17.2 2.8

Source: Economic Research Project, 1959.



Appendix 3 Sown Area, Yield, Production and Export of Paddy (1912/13-1947/48)

F Year Sown Acre Yield Production Export
(‘000 Acres) | (Basket/ Acre) | (‘000 ton) (‘000 ton)

1912-13 10,219 34.32 7,108 2,438
1913-14 10,332 30.90 6,443 2,918
1914-15 10,522 28.40 5,854 2,698
1915-16 10,406 32.65 6,763 2,411
1916-17 10,304 33.16 7,079 2,427
1917-18 10,708 33.60 7,259 1,573
1918-19 10,708 33.60 7,259 2,354
1919-20 10,480 30.24 5,995 2,594
1920-21 10,339 29.65 6,115 2,066
1921-22 10,702 33.24 7,116 2,450

0 1922-23 10,966 29.27 6,343 2,685
1923-24 11,239 27.73 5,768 2,357
1924-25 11,435 32.46 7,485 2,522
1925-26 11,559 29.31 6,828 3,406
1926-27 11,798 31.48 7,540 2,898
1927-28 11,701 30.13 7,008 3,216
1928-29 12,057 29.37 7,122 2,960
1929-30 12,209 29.66 7,279 2,941
1930-31 12,370 30.06 7,491 3,431
1931-32 11,866 25.74 6,088 3,530
1932-33 12,050 29.50 7,171 3,035
1933-34 12,413 30.68 7,545 3,296
1934-35 12,010 27.00 6,575 3,779
1935-36 11,875 30.26 7,306 3,203
1936-37 12,175 28.30 6,877 3,131
1937-38 12,490 26.59 6,729 3,194
1938-39 12,382 31.46 7,924 2,851
1939-40 12,432 28.55 6,878 na
1940-41 12,519 31.81 8,036 na
1941-42 32,327 30.84 7,721 na

[ 1942-43 10,697 26.30 5,739 na
1943-44 7,636 20.85 3,047 428
1944-45 6,500 19.64 2,540 868
1945-46 6,651 20.41 2,672 1,271
1946-47 7,909 24.66 3,836 1,213
1947-48 9,265 | 20.06 5,428 1,097

Source: Economic Research Project, 1959.
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Appendix 10 The Land Nationalization Act, 1953
THE LAND NATIONALIZATION_‘ACT, 1953.

[Act No. 75 oF 19531 (4s Amended by dct No. 22 of '1954).
[tis hereby enacted as follqws 1— o

CHAPTER 1.

PRELIMINARY.

1. This Act may be called the Land Nationalization Act, 1953.
Title. '

g. It shall apply to the whole of the Unjon of Burma.
Extent.

3. Inthis Act, unless there is anything repugnant in the subject «r
Definitions, context,—

(a) “adult” means a person who has completed the age of
eighteen years ; ' ,

(b) “agricultural‘ land” means culturable waste ‘land at the’
disposul of the State and land, which is occupied, or is
crdmarily utilized, or has been leased, for purposes of
agriculture, horticulture or husbandry or for purposes
ancillary to agriculture, horticulture or husbandry and
includes the land on which the dwelling houses ard cther
structures are . sitmate, but does not include Jand
approrriated to dweiling places of ény lown or village ;

(¢) " agriculturist "means a person—

(i) who is engaged or has habitually been engaged in the
cultivaticn of land with his own hands as his principal
means of subsistence ; or

(i) who superintends personally the actual cullivation of
agricultural land throughout the working periods of the

year as his principal means of subsistence ;

(d) *lease of auricultural land " means a transfer of a riglit <o
enjoy such land, made for a cerlain time, EXpress o
implied, or in perpetuily, with or without consideration ;

() " agriculturist family " means a group of rersons related by
blood or marriage, living together and depencding for its
maintenance on the earnings cf one senior member
thereof, who shall be an agriculturist ;

Explanation.—Families living togetlier but earning and maintain-
ing themselves separately shall be regarded as separate
families. :

(f) " senior member of a family "’ means any principal member
of a family who leads in the family. business; ’

(¢} "“joint and uandivided agriculturist . family " means an
agriculturist family all members. of which have joint
possession and common interest in all the agricultural land
held by such family in the name of anyone of its members ;

(k) “ possession” means the right of  ownership ‘acquired
over an agricultural land by any person,:bank, company,



( 3 )

calculated  at -full Hqt rate’in force dulmg the 'Issecs-
ment season 1947-48 ;

(cc) in respect of qcucultmal land sxtuate in mes \vhele
soil class or full flat rate specified in.clause (a) or (b)
has been fixed but where, in the opinion of the
Presiclent, it is not possible to calculate compensation
on the basis of such rate, the land revenue including
water-rates but excluding cess last assessed at the
ordinary rate prior to the year 1947-48 ; :

(de) in respect of agricullural land 51tuate1r Kwins for
which hxed demand is made under the Upper Burma
Land and Revenue Regulation and the Canal Act, the
land revenue including water-rates but excluding cess
last assessed at the ordinary rate prior to the year
1947-48 ; and

(ec) in xeqpect of "tg,ucultural land situate m mes other
than those specified in clause (aa), (b)), (cc) or (dd),
the land revenue including water-r ates but excluding

cess last assessed at the ordinary rate prior to the year
1947-48.

(i1} in areas where the Land and Revenue is in force :

(aa) in respect cof agricultural land situate in Kwins for
which soil class rate is fixed under the Land and
Revenue Act, the lund revenue including water-rates
but excluding cess calculated at full soil class rate in
force during the assessment season 1947-48 ;

(bb) in respect ot n;,xicultmal land situate in Kwins for which
flat rate is fixed under the Land and Revenue Act, the
land revenue including water-rates but e\cludmg cess
calculated at full flat rate in (orce cluring the assess-
ment season 1947-48 ;

(cc) in respect of agucultuml land situate in Kwins where
soil class rate or full Hat rate Spec1hed in clause (a) or
{(b) has been fixed, but wlere, in the opinicn of the
President, it is not possible tn calculate compensalion
on the basis of such rate, the land revenue including
water-rates but excluding cess last assessed at the
ordinary rate prior to the year 1947-48 ; and

(dd) in respect of agricultural land situate in Kwins other
than those specified in clause (@}, (b) or (o), the land
revenue including water-rates but excluding cess, last
assessed at the ordinary rate prior to the year 1947-48§

Explanation.—' Land Revenue excluding cess last assessed at
the ordinary rate” does not include fallow rate anc

recduced rate.
CHAPTER IT.
PROHIBITION OF TRANSFER AND RESUMPTIO’:\;"OF AGRICULTURAL LanD.

4. No agricultural land shall, as from ‘the commencement of this

- f - Act, be mortg: c*ecl, sold or otherivise transferred
pr,‘l).lr‘flg‘s‘f‘s? © or divided except in accordance ‘with the provi-
' ' sions of this Act and of the rules made thereunder.
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(1v) that of its members the majority shall be citizens of
the Union :

Provided that, in order to obtain an exempticn in addition
to that ordinarily granted, such {family shall have more
than four adult members and such members shall work the
agricultural land possessed by the senior member of such
family : ‘

Provided further that an adult member of such agriculturist
family shall be dcemed to have been in continuous pcsses-
stion of agricultural land from the 4th January, 1948, if he
inherits such agricultural land from the senior member, who
was in possession of the same on the 4th January, 1948.

(¢) A minor who salisfies the following conditions :—

(i) that he shall be bereft of.either parent ;

(if) that he shall be a member of an agr 1cultuust Iam11y speci-
fied in clause (a) :

‘iii) that he shall have inherited such agricultural land after the
4th January, 1948, from a senior member of such agricul-
turist family who was in possession of the same on the
4th January, 1948 ;

(iv) that he shall still be under guardianship ; and

(v) that he shall be a citizen of the Union.

(d) A person of unsound mind who satisfies the following
conditicns ;—
(i) that he shall be a member of an agriculturist family
specilied in clause (a) ;
(ii) that he shall be in possession of such agricultural land ;
(ii1) that he shall still be under guardianship anc shall have
been declared to be of unsound mind by a competent
Court ; and
(iv) that he shall be a citizen of the Union.

(¢) A senicr member of a non-agriculturist family who satisfies
the following conditions :—

(i) that he shall have bLeen in continuous possession of such
agricultural land since the 4th January, 1948, or shall
have innherited such agricultural land after the 4(h January,
1948, from a person who was in possession of the same
on the 4th January, 1948 ;

(ii) that he shall reside per manently in the village-tract or
ward where such land is situate ;

(iii) that he shall give an undertaking in writing to the effect
that he would work such agricultural land in such manner
and within such time as prescribed in clause (¢) of
section 3 ; and

(iv) that he shall be a citizen ot the Union,

Provided that the President or the authorities appointed by him
in this behalf may relax the condition specified in sub-
cliuse {ii), if the President or the authorities consider that
the permanent residence of the senior member of such
family outside the village-tract or ward in which such
land is situate, will not be a cause for tke breach of condi-
tion specified in sub-clause (iii).
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ordery -as prescribed in Schedule Iy if he satisfies the: following
conditions :— : , S T i 3 o

(a) that he shall be in possession of such agricultural land ;-

(b) that such land shall have been transferred as gift to him
before the 22nd June, 1953, such transfer having been
entered in the registers of the Land Records Department
before such date ; if such agricultural land is situate in any
of the constituent States, the Special Chin Division, or
Kwins in respect of which no'land records, are kept there
shall be sufficienit evidence to satisfy the President of the
Union that such lands have been donated to such member
before the 22nd Jude, 1953 ; 0 . .

(c) that the income derived from ‘such land.shall be utilised
exclusively for religious purposes ; and :

(d) that he shall be a citizen of the Union.

(4) Exemption from resumption under section 5 shall be granted
in respect of any class of agricultural land specified in items 5,6 or 7
of Schedule I, to such extent of area as prescribed therefor in the said
Schedule.

CHAPTER IV.

DISTRIBUTION OF AGRICULTURAL LANDS.

7. (1) Subject to the provisions of section 8, the agricultural land

Distribution resumed by the State under section 5, excepting
' such as may be required by the State, shall be
distributed in such order of priority as may be prescribed by rules made
ander this Act to the following agriculturist families to such extent of
area specified as follows :—

(@) to the extent of ladoniun to each agriculturist family, which
is not entitled to exemption under section 6, and if such
family has more than four adult members as agriculturists
up to one quarter of the tadontun in addition to the original
tadoniun for every such member in excess of the four ;

(b) up to the extent of such area as will make up fadoniun to
which an agriculturist family is entitled under this section,
if the area of agricultural land, to which such agriculturist
family is entitled to exemption under section 6, is less than
tadontun. : '

(2) Notwithstanding anything contained in sub-section (1), the
President or the authorities appointed by him in this behalf may, if
necessary, direct that any agricultural land referred to in sub-section
(1) or any waste land available for cultivation at the disposal of the
State shall be distributed in accordance with rules made under this
Act to such agriculturist organizations as may be formed under
section 13. o '

(3) Notwithstanding anything contained in sub-sections (1) and (2),
f the President for any reason which he deems to be sufficient, is unable
to distribute the agricultural land resumed, he may dispose of such
la nd in such manner as he thinks fit. S -
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10. (I) Unless there is anything repugnant to ‘the rlghts of the

Rights over distributed State and the provisions of section 12, any senior

agricultural land. member of an agriculturist family who is in

possession of agricultural land distributed under

section 7 or section 52 shall enjoy the following nghts over such
agricultural land :—

(a) the rxght to occupy and work such land and en]oy all benefits
arising therefrom ;

(b) the right to sell or gift such land to any agriculturist
organization, of which and senior member of such {amily is
a member ; and

(¢) the right to divide such land or exchange it for any other
agricultural land.

Provided that the rights specified in clauses (b) and (c) shall be
enjoved only in consistence with the rules made under this Act and
with the sanction of the President or of such authorities as the
President may appoint in this behalf.

(2) Unless there is anything repugnant to the rights of the State
and other provisions of this Act, any agricultural land which has been
distributed under section 7 or section 52 shall be heritable.

Provided that any agricultural land devolving as share of
inheritance on any person who is a non-agriculturist and who fails to
give an unilertiking in writing that he would werk such land within
the time fixed and in the manner prescribed irn clause (¢) of section 3.
shall be resumed by the President. -

CHAPTER,VI.

CoNDITIONS IN RESPECT OF AGRICULTURAL LAND EXEMPTED OR
: DISTRIBUTED UNDER THI1S ACT.

11. (1) Where any senior member of an agriculturist family is in
o possesion of any agricultural land in respegt of
Conditions in respect (i 4 exemption has been granted under
of auricultural land i . "
exempted. section 6, he shall, in respect of such agriculturat
land, ccmply with the fellowing conditions :—

(a) that he.shall not mortgage, sell or otherwise transfer such
agricultural land to any other perscn except in accordance
with the provisions cf section 9 and the rules made under
this Act ;

(b) that he shall not divicdle or exchange such agricultural land
except in accordance with the provisions of sect1on 9 'md
the rules made under this Act ;

(¢) that he shall work such land in the manner prescribed in
clause (c) of section 3 ;

(1) that he shall pay all revenues of the State'in respect of such
land ;

(e) that the family, of which he is a member, shall not cease to
be an agriculturist family ;

(f) that he shall not leave such land fallow w1thout sufﬁment

_ cause; and -

(o) that he Sh’lll not rent or lease out such land
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Provided that the President may, as circumstances .permit exempt
any member of a religious order from the operation of any ot the
conditions contained in this.sub-section. - . N

(6) Where Trustees of a religious 'institution "are in possession of
agricultural land exempted under section 6, they shall, in respect of
such agricultural land, comply with the following conditions :—

(¢) that they shall not mortgage, scll, or otherwise transfer such
land except in accordance with the provisions of section 9.
and the rules made under this Act ; ‘

(b) that they shall not divide or exchange such agricultural land
except in accordance with the provisions of section 9 and
the rules made under this Act ;

(¢) that they shall pay all revenues of the State in respect of
such land ;

{(d) that thev shall not leave such agricultural Jand fallow without
sufficient cause ; and :

(¢) that they shall utilize the income derived from such land
exclusively for religious purposes.

Provided that the President may, as circumstances, permit, exempt
such Trustees of a religious institution from the operation.of any of the
conditions contained in this sub-section:

12. (I) Where any senior member of an agriculturist family is in
e possession of any agricultural land distributed
gf“ﬂff]‘_‘i"':‘flt:fr‘n]r“l‘?ﬁf(% under section 7 or section 52, he shall, in respect
distributed. - of such agricultural land, comply with the

following conditions :—

(a) that he shall not mortgage, sell,"or otherwise transfer such
agricultural land except in accordance with the provisions
of section 10 and the rules made under this Act ;

(b) that he shall not divide or exchange such agricultural land
except in accordance with'the provisions of section 10 and
the rules mace under this Act ;

(¢) that he shall work such agricultural land in the manner
prescribed in clause (¢) of section 3 ;

(d) that the family, of which he is a member, shall not cease to
be an agriculturist family ; :

(¢) that he shall pay all revenues of the State in respect of such
land ;

(f) that he shall not leave such agricultural land fallow without
sufficient cause ; ’

(g) that he shall not rent orlease out such agricultural land ; and

(/) that he shall jein such agricultural organizations as may be
formed from time to time under the provisions of this Act
and the rules made thereunder.

(2) Where any adult member, minor or person of unsound mind,
of an agriculturist family is in possession of agricultural land . which
has been distributed under section 7 or section 52, such adult member
or any guardian of such minor or person of unsound mind shall, in
respect of such land, comply with the following conditions :—

(a) that he shall not mortgage, sell or otherwise transfer_s.uch
agricultural land except in accordance with ‘the provisions
of section 10 and the rules made under this Act
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16. The President may appoint Village or Ward Land Committees,

. , by clection or otherwise, in such areas as he may
V’”‘”‘,gecg{nxta{ei Land  qeem necessary and may invest such committees
with all or any of the following powers for

carrying out the purposes of this Act—-

(@) the power to grant exemption under section 6 ;
(b) the power to distribute agricultural lands under section 7 ;
(¢) the power to form agricultural organizations under section
13; and '
(d) such other powers as the President may by rules prescribe.
tn '

CHAPTER IX.

CounciLs.

17. (1) The President may, for the purpose of promoting rural
Councils. economy, constitute the following Councils con-
sisting of representatives of agriculturist crganiza-

tions and such experts as the President may deem necessary :—

(a) The Union Council of Land and Rural Development :
(b) The Divisional Councils of Land and Rural Development ;
and

(¢) The District Councils of Land and Rural Development..

(2) The President may malke rules for the constitution of such
Councils : :

Provided that the President may also appoint other organizations

and may by rule prescribe powers of such organizations for the
promotion of rural econumy.

18. The President may invest the Union Council of Land and Rural

Development with all or any of the following
Powers of Union powers :—
il of Rural Deve-
g%‘;gz;t? et Sleve (a) the power to draw up plans for the

formation of Divisional and District

Councils of Land and Rural Development and of
agriculturist organizations ; o

(b) the power to draw up plans relating to the functions of such
councils and agriculturist organizations ;

fc} the power to co-ordinate the functions or such ccuncils and
of agriculturist organizations ;

{d) the power to give general instructions to such councils and
agriculturist organizations ; and ‘ .

l¢) such other pdwers as the President may by rules prescribe.

19. The President may invest the Divisional Councils of Land and
¢ Wisisional Rural Development with' all or any of the
clossme Dt following powers i~ |
Rural Development. (a) the power to co-ordinate the functions
of District Councils of Land and Rural
Development and of agriculturist organizations ;
(0) the power to give general instructions to such councils and
agriculturist organizations ; and #g o ' '
(¢) such other powers as the President may by rales prescribe.
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25 Lvery person, authority or member of the Committee, Council
Public Servant. or Executive:Committee appointed under this Act

shall be deemed to be a publIC servmt within
the meaning of sect ion 21 of the Penal Code. a5 s

CHAPTER XII.

REMOVAL, SUSPENSION AND SUPERSESSION.

26. 1f any member of a Committee, Council or Executive Committee

Removil of members. appointc?d undgr this ‘Act ' persi.s't.ently makes

default in the discharge of his duties or exceeds

or abuses his powers, the President may direct an enquiry to be made

in accordance with the rules under:this Act, and after such enquiry,

remove him or, tor such time as he may deem fit, place bim under
suspension or withdraw from him all or certain of his powers

27. 1f a Committee, Council or Executive Committee appointed

under this Act persistently makes default in the

Suspension and - djscharge of its duties, or exceeds or abuses its

i’:;t’t‘:;““&‘;‘fmih C‘f&?{l powers, the President may direct an enquiry to

Executic Committee. D€ made in accordance with the rules made under

this Act and, after such enquiry, supersede it or,

tor such time as he may deem fit, place it under suspension or
withdraw from it all or certain of its powers.

28. The President may, in ordering the supersession, suspeusion
2 . L or withdrawal of powers, of a Commitlee or
Transitory Working

Procedure. Council or Executive Committee appointed under

this Act, direct in accordance with the rules

made thereunder, that the functions of that Committee, Council or

Executive Committee or the powers so withdrawn shall be performed

or exercisec by such authority as the President may think fit and may
alsc appoint an advisory Committee to advise such authority.

CHAPTER XIII.

ReESUMPTION OF EXEMPTED AND DISTRIEUTED AGHRICULIURAL LAND ON
BREACH oF CONDITIONS.

29. (1) WWhoever being legally bound to comply with the conditions

. , prescribed in. section 11, fails so to comply with

bre'Il\ccljm:[ptlfgndmo?]r: any of the conditions other than those prescribed

in scotion 11. in sub-section (1) in clauses (b), (d) and (f) of

sub-section (5) and in sub-section (6). .the

authorities appointed by the President in this behalf shall, after

making enquiry in accordance with the rules made under this Act,

resume the agricultural land in possession of such person, in respect of

which such breach of condition has been committed, without any
comeEgensation being paid therefor. :

. (2) Whoever being legally bound by the provisions of sect10n 4,
contravenes any of such provisions, the authorities appointed by the
President in this behalf shall, after making an enquiry in accordance
with the rules made under this Act, resume the agricultural land,
in possession of such person, in'respect of which such contravention has
been committed, without any compensation being paid therefor.



( 17 )

by the Committees, Authorities, appointed and by the
Councils and Executive Commitiees constituted under
this Act ; '

(0) Prescribing period of limitation in appeal, review and
revision ; and -

(¢) Such other matters as may be deemed necessary.

35. The DPresident may, at any time il he deems necessary,
confirmy, revise or annul any order or Judgment

made under the provisions of this Act and of the
rules made thereunder.

Revision.

CHAPTER XV.

Bar 1o JurispicrioNn or CiviL COURT AND OTHER AUTHORITIES.

36. Notwithstanding aunything contained in any other law for the
. I o e . )
Bar to jurisdiction pm_e .be{nf\ in force, no Civil Co_mt shall have
of Civil Court. jurisdiction in any matter under this Act, except
in the matters of dispute as to who is entitled to
compensition and of appointing a guardian.

37. No agricultural land shall be liable to attachment or sale under
any order or decree made by a Civil Court or
under any order pissed under any other l'lw for
the time being in force.

Protection of Agricul-
tural land against sale.

CHAPTER XVI.

U7TILIZATION OF AGRICULTURAL LAND

38. (1) If it is decmed to be benificial to the State or to the
agriculturists by cultivating any parlicular crop in
any particular area or by utilizing agricullural
land in the prescribed manner in_any particular
arca the DPresident may take, or cause to be tiken such measures as he
deems expedient for the cultivation of such particular crop or for the
utilization of agricultural land in such particular manner.

(2) The President may make rules for carrying out the purposes of
sub-section (1.

Utilization of Agricul-
tural Jand.

39, Notwithstanding anything contained in any other provisions
of this Act, the President or the authorities
appointed by him in this behalf niay direct, if it
is deemed necessary, thatany agricultural land be
ulilized in such manner as prescribed by him.

Utilization ol Agri-
cultural land in the
manner prescribed.

40. (1) Notwithstanding anything contained in any other law for
the time being in force and in the provisions of
Disposal and pre- yhis Act, the President may dispose of the
cervation of certam " g . )
laess of lands. alluvial islands, village con)munnl land and cul-
turable waste land at the disposal of the State in
accordance with the rules made under this Act.
(2) The ¢grazing grounds and village communal lands shall be
preserved, unless otherwise directed by the President or 'by the
quthorities appointed by him in this behalf.

y
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deem At and <hall have the power vesled in a Civil Court under the
Codc of Civil Procedure in respect of the following matters :—

(a) discovery and inspection ;

(b) enforcing the attendance of wilnesses and requiring the
deposit of witness {ees ;

(¢) compelling the production of dccuments ;

(@) examining witnesses on oath ;

(e) hxing dates:

(f) receiving sworn written statements :

(¢) cxamining by Commission witnesses who are unable to
attend ; and

(h) inspecting places and scenes.

45. (1) The President may appoint Compensation Qfficers to receive
Compensation Officers, and ex_aminc applicatipns fpr compensation apd
determine compensation in  accordance with
section 42 and the provisions of Schedule II and may invest them
with such powers as he may deem necessary. : :
(2) The President may by rule prescribe the procedure to Le
tollowed in receiving and examining applications for compensation and
in calculating and determining compensation under this Act.

CHAPTER XIX.

PuNisHMENTS.

46. Whoever contravenes the provisions of section 4 shall be

puuished with fine which may exlend to five

Punishment Or hundred kyats

Trausler of apricul-
tural land,

47. Whocver obstructs any commitice, authorily, council or

Punishment for Exsecutive Comunittee appointed or constituted

abstruction. under this Act or a member -of such committce,

council or Executive Committee in the course of

performance of its or his duties, shall be punished with imprisonment

for a term which may extend to two years or with fine which may
extend to one thousand kyats or with both.

48. Whoever disobeys any order or direction issued under this Act
by any committee, authority, council or Executive
Commiltee appointed or constiluted under this
Act shall be punished with imprisonment for a
term which may extend to six months or with fine which may extend
to two hundred kyats or with both.

Punishment (or dis-
obedience of orders.

49. [f five or more persons band together with the common inten-

_ tion of commitling an offence under section 47 or

Pawshment - 10048 nd if any of them in furtherance of such
offences commiticd by . . .

five or more persons, common 1ntention, commits an offence under

section 47 or 48, every one of them shall be

punished with imprisonment for a term which may extend to

three years,
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54, Mcasures taken under the Land Nationalization Act, 1948,
Geedlallanei in Syriam Township shall be deemed to be of no
anceimntion« 1L - B T v N
surcs taken in Syrinm Glt.cg on tne dafte of the commencem.ent of
‘Township, this Act.

SCHEDULE 1.

1. In the case of agriculiural lands classifed as Rice Main Kinds in
the Sctilement Records, or Rice Lands in thie records of the Land
Records Departinent, or where 10 such recerds are meintained, as
ordinarily utilized rer paddy caltivation :—

(a} up to Oty acres, 1f such land be in pessession of an
agriculturist family whicl satisfies the conditions specified in
clause () of =ub-section (1) of section 6 :

(b) up to fifty acres, if such land be in possessicn of a joint and
undivided agriculturist family which catisfes the cendilions
specilicd in sub-clauses (i), (i, (i) and (iv) of clause (b)
of sub-section (1) of section 6 ; and if there be more than
four adult members in such a fanuly and if such family
satisties the conditions specitied in the first proviso to
clanse (b) of sub scation (1) of section 4, up to 12°50 acres
for every such adult member as exceeds four ;

() up to ten acres, if such Jand be in possession of a minor
who satisfes the conditions specified in clause (c) of
sub-scction (1) of seclion 6 '

(d) up to ten acres, if such land be in possession of a person of
unsound mind who satisfies the conditions specitied in
clause (d) of sub-scction (1) of section 6 ; and

fe) up to twentv acres, if such land be in possession of a
non-agriculturist family which satishes the conditions
specificd in clause (¢) of sub-section (I) of section 6

(/) up to twenly acres, if such land be in possession of an
agriculturist family which satisfies the conditions specified
in clauze (f) of sub-scction (1) of section 6.

Provided that if the claim for exemption under clause (¢) be
for more than one minor of the same agriculturist family,the total area
of agricultural land to be exempted shall not exceed fifty acres.

2. In the case of agricaltural lands classified as Ya Main Kinds
including Chillie tand marked (S) in Kyaukse District, in the Settle-
ment Records or as Ya and Chillie land in the records of the Land
Records Depariment, or where no such records are maintained,
as ovdinarily utilized for the cultivation of Ya crops :—

(a) up to twenty-five acres, if such land be in possession of
an agriculturist family which satisfies the conditions specified
in ciause (a) of sub-section (1) of section 65 .

(b) up to twentwy-five acres, if such land be in possession of
A jeint and undivided agriculturist family which satisfies the
conditions specified in sub-clauses (i), (ii), (iii) and (iv) of
clause (b) of sub-section (I) of section. 6; and if there
be more than four acdult membters in such a family and if
such family satisfies the conditions specified in the first



4. In the case of agricultural lands classified as sugar-cane Main
Kinds in the Settlement Records, or as sugar-cane land in the records
of the Land Records Department, or where no such rccords are
maintained, as ordinarily utilized for the cultivation of sugar-cane —

(a) up to ten acres, if such land  be in possession of an
agriculturist family which satisfies the conditions specified
in clause (a) of sub-section (1) of section 6 ;

(b) up to ten acres, if such land be in possession of a joint and-
undivided agriculturist family which satisfies the conditions
specihied in sub-clauses (i), (ii), (iii) and (iv) of clause (b)
of sub-section (1) of section 6 » and if there be mpre than
four adult members in such family and if such family
satishies the conditions specified in the frst proviso to
clanse (b) of sub-secticn (1) of scction 6 5 up to 2° 50 acres
tor every such member as exceeds four ;

(c) up to live acres, if such land be in possession of minor who
satisfies the conditions specilied in clause (¢) of sub-section (1)

of scction 6 ;

{d) up to five acres, if such land be in possession of person of
unsound mind who satisfies the conditions specilied in
clanse (d) of sub-section (1) of section 6 :and

(@ up to five acres, if sucl land  be in possession of
non-agriculturist  family which satisfies the conditions
specilied in clruse (e) of sub-section (1) of section 6 ;

(f) up to live acres, if such land be in possession of an
agricalturist family which satisfies the conditions specified
in clause (f) of sub-section (1) of sislion 6 :

Provided that if the claim for exemption under clause (¢) be for
more thin one minor of the same agriculturist family, the tota] area of
agricyltural land to be exempted shall not exceed ten acres.

5. All Dhant lands classifiecd as Dhani Main Kind in the Settlement
Recovds, or as Dhani Lands in records of the Land Records
Department, or where no such rccords are maintained, as ordinarily
utilize 1 for the cultivation of Dhani.

6. All Garden lands, classified as Gar/en Main Kinds, including
(K.G.) Kuiug Garden in P.kékleu District and (8.V.) Betel Vines in
Henzada  District in  the Settlement Records, or as Garden
lands in the records of the Land Records Department, or where no
such recosds are maintained, as ordinarily. uiilized for the cultivation
of garden crops.

. -

7. All lands, classified as Rubber Main Kind, including (R.R.)

Rubber Grants in the Settlement Records, or the lands classified in the

recorcts of the Land Recordls Department as cultivatea with Rubber,

or where no su:h records are m umained, as ordinarily ulilized for the
cultivation of Rubber,

8. All agricultaral lands in possession of a religious institution oy of
a member of the religious order, :
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SCHEDULE

II—contd.

Dezscription of Land

|

Exient of compensation

3. Agricultural land over which

rights have accrued under
section 7 of the Land and
Revenue Act and’ which is

situate in the areas where the
aforesaid Act is in force,

(h) For the next 100 acres.
five times the land
revenue.

() For the next 100 acres,
four times the land
revenue,

(/) For the next 100 acres,
three times the land
revenue.

(k) For the next 100 acres,
twice the land revenue.

(!} For the remaining num-
ber of acres, compensa-
tion equal to Jand
revenue.

3. Of the agricultural land

transferred before the
22nd  June, 1953, if such
transfer had been registered
or entered in the records of
the Land Records Department
concerned before that date,
and over which rights of
possession had been acquired
by any person, bank, company,
institution, firm or joint and
undivided Hindu family, and
liable to be resumed by the
State under this Act :—

(@) For the first 100 acres,
twelve times the land
revenue,

(b) For the next 100 acres,
cleven times the land
revenue. :

(¢) For the next 100 acres,
ten times the land
revenue,

(d) For the next 100 acres,
nine times the land
revenue,

{e) ¥or the next 100 acres,
eight times the land
revenue.




Appendix 11 Notification of Tax Exemption

Seven export items granted tax exemption

NAY PYI TAW, 15 Aug—The Government of the Republic of the Union of
Myanmar today issued Notification No (32/2011) dated 11 August 2011

The translation of the notification is as follows:-
Republic of the Union of Myanmar
Union Government
Notification No. 32/2011
Nay Pyi Taw
12th Waxing of Wagaung 1373 ME
(11 August 2011)

1. Exercising Section 8 (d) of Trade Law, the Union Government hereby grants tax
exemption from export of the following goods as a token of its encouragement to
boosting export.

(a) rice

(b) beans and pulse

(c) corn

(d) sesame

(e) rubber

() freshwater, saltwater products

(g) animal products (except prohibited ones)

2 This notification shall be in effect for a period of six months from 15 August 2011
to 14 February 2012.

By Order/
Tin Myo Kyi

Secretary
Union Government
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