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The Rangoon University Economics Society Patrons And The Executive
Committee Members,
(1960-61).

SRR LN L e A BT N PR L
Sitting : (L - R). Ko Aung Ko (Secretary), Mr. W. Paw (Prof. of Commerce), Dr. R. M. Sundrum (Prof. of Statistics),
U Aye Hlaing (Prof. of Economics), Ko Myint Thein (President), Dr. U Shein (Lecturer),

Dr. R. Findlay (Lecturer), U Than Lwin (Librarian, S.S. Library).

Standing : (1.-R). M. Chan Htoon (Publicity Officer), Ko Tha Win (Jt. Secretary), Ko Aye Kyaw (Vice-President),
Ma Aye Aye Khine (Social Organiser), Mary Hein (Treasurer), Ma Khin Nyunt Wai (Vice-President),

Ma Khin Saw Win (Social Organiser), Ko Sein Hlaing (Auditor),
Ko Hla Tin, III B.Sc. (Engg:) (Social Organiser).
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The Rangoon University Economics Society, Magazine Committee.
(1960-61)

Sitting: (L - R). Mary Hein (Treasurer), Dr. U Shein (Consulting Editor), Dr. R. M. Sundrum (Consulting Editor).
U Aye Hlaing (Consulting Editor), Ko Myint Thein (General Editor), U Than Lwin (Consulting Editor),
Ma Khin Nyunt Wai (Member)
Standing (L - R). Ko Tha Win (Member), Ko Aung Ko (Business Manager), Ko Aye Kyaw (Secretary).
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Reminiscences of An
Economist As Quasi-Politician

> Dr. Maung Shein

At the
Economicsin 1964, the former Professor of Economics

inaugration of Yangon Institute of

became the Rector and I was promoted to the Chair
vacated by him. Having no previous experiences in
political parties throughout my University days as a
student, when I applied in that year for membership
to the only Party at that time I was on my way to
becoming a quasi-politi-ciar?. The move was initiated
on the advise of the first Rector, someone dear to
me; from then on, my involement in Party duties
accelerated more and more. The same person who
advise me to join the Party moved ahead of me to the
Planning & Finance Ministry I was to join later. He, as
the Governor of Central Bank (‘Grovernor’, for short).
and I have alawys had an open and cordial work-
relationship. Our original happy and understanding
comradreship was cemented further for over six years
at the Ministry, till he reached his retirement age.

My memoir would be confined to the experiences
from 1976 to 1986, the first 10 out of a total of

1 Dedicated to (i) the first Rector of Economic Institute,
Saya Aye Hlaing and (ii) the elders of Pa'Le Township
who adopted me to the township, and elected me to
represent the township for 13 years.

2 As University student I was active in activites relating to
Social & Reading Club of University Hustels, Academic
Subject Associations, Sports, also, as a State Scholan
involved in student activities of Britain-Burma Associa-
tion. As a University staff, I was active in the Burma Re-
search Sociity and University Soccer Team, But I have
shunned away shunned away from movements of any
political Party.

almost 13 years as a quasi-politician. 1 was kept at
the same. Ministry for that period (not quite usual for
an individual at that time) before eventually elevated
to a more denior. but less-active position of semi-
relationship. Reminiscences of this decade, written
only now, after a very long of time, without the aid
of notes or diary, could hardly be precise regarding
timing of the events and will certainly lack some
operational details. However, recording the memairs
will not be in vain if anyone reading it now can feel
some what enlightened to draw useful lesson from
past experiences; this will help avoid shortcomings
in future.

(1) Export Price Equalization Fund (EPEF)

First, let us start with the so-called "Export Price
Equalization Fund” (EPEF) activated soon after I was
assigned at end-February 1976 to the Ministry. By
that time, a former academic colleague who have
been active in assisting formulation of appropriate
economic policy stance at tha Party has managed to
divert the thrust form /nitial centralization orientation
to "commer-cially oriented” position, at least for
the State Economic Enterprises (SEEs). Before that,
“Union Government Consolidated Fund” (UGCF)
system of operation did not pose any economic
accountability on the SEEs. They were to surrender
all their earnings to the UGCF, which covered all
their expenses, and thus the concept of profit-and-
loss was not material to them. Also, in line with
the replacgr;ent of UGCF by the "commercially-
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oriented” stance, my predecessor at the Ministry
has initiated a system of unit-costing in the SEEs,
especially those associated with export trade. Their
efforts obilquely supported the shifi in the stance of
Myanmar’s dealings with international organizations
from a decade of self-imposed exile from the World
Eg;k orbit to a colser relationship with them, In
1973, their effors led to the resumption of drawings

of development project loans from the World Bank.’

Soon after my assumption of duties at thfe
Ministry, I was attending the meeting of Economic
Coordination Committee of the Cabinet when Minister
for Mines complained that export Promotion efforts
of SEEs under his Ministry were often thwarted by
the wide swings in international metal prices, that
generated ‘windfall losses’. He has reasonable over-
sight over production costs of SEEs, but wide and
rather unpredictable price swings were beyond their
control. He said that curtailing of production activities
in times of such downward swings would hurt both
the level of export and the livelihood of minters, and
asked me to explore apporpriate steps for dealing
with this issue.

Based on my study of experiences in other
countries while working at International Monetary
und (IMF), Washington DC (1972-76), 1 discussed
with the Goverment the concept of creating a
‘Fund’ for dealing with such ‘windfalls. We both
discussed at length over this scheme and drafted
an apporiate proposal. Main objective of the scheme
was to provede temproary assistance among SEEs

3 It was under such circumatances that Myanmar was to
send a representive to the IMF in Nov. 1972. It was a
pleasant surprise to me that I, from the University, wa;"
;;5@(0 that post by the Planning & finance Minis-
ter whom I did not know closely at that time and have

only met at meeting a cuople of times. I am grateful for
this opporunity Similarly, I was away half around the
globel in Washington DC when it was decided at end-
1975 to call me back to Myanmar for an assignment at
the Ministry for Planning & Finance.

themselves for wide swings in international prices.
Budgets of the SEEs were relatively autonomous, and
not rigidly constrained by enetral butgetray rules
and provesions. So it was conceived that every SEEs
with ‘windfall profits (reaping gains over and above
the “normal profit” already included in the unit-
costing) will retain only half the ‘windfall gain” and
surriender other half to the 'Fund” which will assist
all SEEs encountering temporary ‘windfall losses®,
This will ensure that every SEEs will earn at least
the ‘normal profit’from their exports. It was stressed
in the proposal that such assistance would be not
a subsidy out of the Union Budget (and thus the
'Fund” was to be kept outside of the State Budget).
The measure was meant to be only a temporary
assistance amongst SEEs out of a revolving ‘Fund’
they themselves create and operate, and the Budget
and Planning Departments of the Ministry were to play
only oversight role over the operationof the ‘Fund;
ad—uding a review of improvement. The most crucial
element of conditions attached to the proposal was
that if any SEE were to encounter ‘windfall losses’
over an extended period and a turn-around could
not be reasonably fore-seen the Ministry concerned
would either arrange to combine it with other SEE
under its management or take credible measures to
phase it out and eventua_lly close down.

After the Economic Coordination Committee, and
thenthe Cabinet, have decied to activate the EPEF
under the condition enumerated above the following
unexpected incidences cropped up, turning it into
virtually “no-body’s Baby”, with its effectiveness
reduced to a negligibel level:-(a) Few senior staff of
the Governor who was surprised; he has discussed
the concept with them and felt he received their
general support. But it was resolved when he
explained to them that some of their concers were
ill-informed. using the memorandum presented to

4 Any SEE which has contributed to the 'Fund’ at a subse-
quent period if ‘windfall losses’ were to hit it.
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the Cabinet. (b) Moreover almost a year after the
EPEF was activated a mission from the IMF which
came for a mid-term review of the IMF Stand by
agreement with Myanmar expressed that the 'Fund”

portion of the EPEF could be misunderstood as a
scheme designed to avoid having to take required
exchange rate adjusments for export promaotion.
They filt that execution of the measure that has been
adopted could become openly a ‘revenue measure’
if whatever excess fund flowing into the EPEF in a
;ear were absorbed into the State Budget, rather
than setting it aside for accumulation as a revolving
fund. As the suggested modification related to mode
of use of surplus-flows into the EPEF, and operational
steps of the approved plan need not be altered,
their suggestion was accepted. While operational
steps of EPEF for providing relife against impacts
of international price falls remaing unchanged, the
“Baby” as an unintended additional tax measure over
SEEs reaping ‘windfall profits. (c) Naturally, SEEs
with ‘windfall profit’ (Like State Timber Corporatio)
resented the siphoning off half their ‘windfall porfit’
to support SEEs facing ‘windfall losses” (mainly Mining
Corporations). Their plight received sympathetic
consideration from the Party Affairs Committee, and
hence Members of Parliament (MPs). I can recall
vividly that one MP leveled a rather pointed attack
against the EPEF during a Parliamentary session. That
evening Mining Minister took me along to the Council
of State (or Senate) meeting, to explain that EPEF
was not a misguided measure (‘allegedly’ running
against the basic socialist principle of rewarding in
proportion to the effort”) but rather an instrument
expected to promote exports in the longer run.
Soon after that Parliarmentary sessions, the MP who
leveled critical remarks against EPEF was elevated
to be a member of both the Cabinet and Central
Executive Committee of the Party. Mental stress
which the incidence produced on the desiger of EPEF,
and its impact of his motivation for conceiving new
measures could only be imagined. (d) The worse part

in EPEF evolution was the non-compliance of critical
element of conditions attached to its implementation.
As a navie quasi-politician, I belived that SEEs
encountering ‘windfall losses’ over an extended
period would be at /east rescheduled after a period of
5 of 6 years. It has not happened during this decade;
the EPEF has evolved into a channel for subsidizing
among SEEs. What was worse, the same SEE with,
‘windfall profit’ has to be supporting year after year

to the same type of SEEs; one of them even went
ahead to incur greater loss after sefting up a small
and not-so-viable Pyin Oo Lwin steel mill with loans
borrowed on purely commercial terms.

Thus officials from Planning and Finance
Departments. who were charged with the task of
reviewing and inproving the operation of EPEF, were
also disillusioned; they merely monitored ‘windfall
profit’ declared by the conerned SEE. The "Baby”
which evolved away from the original intended design
and purpose has survived without any improvement
or change till early 1990s for lack of interest from
all parties who were charged to review the scheme,
g/a/uate its impacts, and make improvemets.

(2) Supply Enhancement Measures

Secondly, let me deal with some of supply
enhancement measures. At mid-1970sm Gross
Domestic Product (GDP) growth rate was rather
low (far below 3%) and inflation rate was high
(over 40%); that was the situation challenging me
when I started work at the Ministry of Planning and
Finance. As professional economists, the Governor
and I both believed that the solution to the problem
of high inflation was to be found in the basic supply-
demand theory increasing the availability of goods
for consumption would not only contain the pressure
on prices, but also generate a faster GDP growth and
higher income. We both proceeded towards measure
for enhancing the supply and were invigorated when
the information about the then topical supply-side
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economics was widely read by our colleagues in the
Adminestration and Party, this "Reaganomics” provied
some credence to the measures we proposed.

OPEC special Fund Credit and the Deceleration
of Inflation Rate

Let us begin with the use of credit from OPEC
(Origanization for Petroleum Exporting Countries)
Special Fund in fighting Myanmar’s inflation. A short
preface of background information relating to 2
phenomena would be in order. (a) After petroleum
prices were quadrupled by OPEC countries following
1973 war with Israel. UN began considering a new
classification of members as "most seriously affected”
(MSA) countries for extending farmable multilateral
assistance. MSA was additional to another UN group.
called “least developed countries” (LDCs). Myanmar
was not included in the LDC group. When I learnt
of the UN move for forming new MSA group for
concessional assisstance, I had discussins to the
fule price-hike, due to its weak balance of payments
position and low GDP growth rate at that time. At long
last, Myanmar was included in MSA group eligible for
concessional assisstance. (b) In Myanmar, we are all
brought up with the knowledge that (next to rice)
cooking oilplays a crucial role in our food-preparation.
Population expansion over years has increasingly put
pressure on domestsic supply of cooking oil. This
provided chances to speculators for hoarding and
comering cooking oil market, in order to jack up
its price. During my assignment at the IMF, I was
fascinated to read that pa/m oil which traditionally
was mainly for industrial use (e.g for soap making)
was extensively exported by Malaysia (the leading
producer) after refining it into inexpensive oil for
consumption. At a reception honoring the Myanmar
delegation to UN, 1 met a person from the Party
Affaris Committee (a member of delegation) and I
passed the information to him, and urged that the
Party could promote palm oil cultivation on a large-
scale in Myanmar.

These incidences came back to my mind when,
in late- 1976, OPEC Special Fund started extending
balance-of-payments-support  credits to MAS
countries. This Fund, on its own, ofﬂzm;&i $2.5 millions
as a concessional credit to Myanmar®. Since the credit
was offered not on the basis of our application, we did
not have a ready program for its use, So I discussed
with the Governor the appropiateness of using this
credit for importing refined palm oil for distributing
it as cooking oil to low-wage state employees.
Import of this oil, with a value far below the then
prevailing price of domestic cooking oil (which then
was around Ks.60 pre viss-)~ would have satified the
demand for cooking oil from low-wage employees.
Entire domestic output of cooking oil would then
be a available to satisfy only the need of remaining
populace. With this lowering of demand Pressure on
domestically produced cooking oil, its price would fall
and drag down the inflation rate sinces cooking oil
assumes a rather large in the basket for determining
the inflation rate. The Governor readily supported this
porposal but said that, although he was not certain,
the then privailing guideline was not to use proceeds
of loan for the import of consumables. We both
agreed that, if there existed such guideline, it would
only be a simplesstic trusim; consumable imports
would not directly generate output and income that
would be available for servicing loan (repayment
of capital and interest). However, a credit for use
to contain inflation would be worth consideration,
since it would help stabilize the value of our currency
(exchang rate stability).

5 Terms of OPEC Special Fund credit were very conces-
sional (rate of change and repayment period were simi-
lar to the IDA credit, and far better than commercial
leans). Unable other Aid Agencies, OPEC Special Fund
ataches no conditions regarding the mode of use of its
resources. One were credit Burma received from this
Fund was used for other purpoes.
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I explained to my Minister this idea of using
OPEC Special Fund credit to import refined palm oil
for lowering inflation rate and also for relieving the
plight of low-wage state employees, and asked him
if this would be consistent with prevailing guideline.
He listened very carefully, and gave consent later
after consulting with his colleagues. C.i.f. value of
imported refined palm oil was only about a quarter
of the then prevailing price of cooking oil. The agency
responsible for importing this oil added a sizeable
margin to it, and yet imported refined palm oil was
distributed cheaply (at Ks 18 per viss, which was less
than one-third of the prevailing price) to low-wage
state employees.

This angency did not attempt to maximize its
returns by adopting the market-led” pricing (i.e
the practice of making the price at a level close to
that prevailing in the market); rather, it set its own
reasonable price, that would help reverse rising
price, while generating a modest return to it. The
price could have been set at 3-times of what has
been actually chosen, and realized sizeable return
to the Agency, In other words, it has foregone the
opportunity for maximizing its surplus /income and
opted for a pricing policy in favor of the welfare
of low-wage State employees. After a while, in
the availability of chep importedoil. domestically
produced cooking oil price also fell substantially to
less than half its previous level. o

There were other measure introduced for
generating higher GDP growth with relative price
stabiliy. However this action was one of the
major reason for the decelerations of inflation,
turning from high positive to very negligible iaE
consecutively for about 2 years from about 1978;
and inflation continued to remain low for a couple
more years. Minister for Trade, assigned to execute

the progarm, was pleased to relay to me that well-

to-do constituents of his Township jokingly told him
that “their edge to make good profit from cooking
oil business” was blunted when their representative
became a Minister®. He was very pleased with this
measure for containing cooking oil price. From then
on, whenever some pressure on cooking oil price
emerged, the Ministry impored palm oil with its own
budget and routinely released in the newspapers
photographs of imported palm oil barrels unicaded
and piled up at the Port.

Other Supply Stimulating Measures

In this sub-section we shall deal with other
supply-stimulating measures. With respect to the
drive for promoting the spread of high-yielding variety
paddy cultivation, earlier effort was marred by the fact
that local consumer dislike the taste of rice produced
from imported high-yield seeds. Subsequently, the
Ministry to Agriculture experimented with domestic
seeds, and quality-high-yield-seeds were nurtured
and disseminated from one paddy cultivating region
to ther, This effort needed application of a lot of
chemical fertilizers. beyond the level of domestic
production. Messages of the need for fertilizer import
became the center-piece of the story perpared by
Minnistry of Planning & Finance for distribution
among international and bilateral aid agencies.

6 The then Trade Minister also said that, being odorless,
the refined palm oil could easily pass as groundnut oil
after minixing it with a small amonunt of groundnut
oil. It is a common knowl—;dgé that this pratice of pol-
luting groundnut oil with palm oil has now become a
rule rather than an exciption. Supervision over the such
wide-spread imprudent action of mixing oil, if any, was
not atrictly ecforced, and oil mills almost all over the
country appear to be involved in the practice. Also, I
learnt from some people that large palm oil importers;
then use their oilgopolistic position to jack up prices
of palm oil to a level not far below prices of 'polluted
groundnut oil” If it is t;rTe, cocking oil price would re-
main on an upward trend.
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These agencies were quite sympathetic with
our greater need for fretilizer imports to step up
paddy cultivation. But conceptual constraints for the
agencies was that resources extened by them as
grant (not as loan) should finance only the programs
{I;a—t— operate on commercial basis. In other words,
these agencies were unable to come out support
fertilizer importation program for distribution under
heavy subsidy’. Only OPEC Fund was not constrained
by this conditionality. Success to our solicitation for
grant aid to finance fertilizer import was. thereforce,
very small. High-yield variety paddy extnesion drive,
we achieved literally on our own could have been
accelerated if our policy for paddy procurement
price was flexible enough to be able to accomodate
conditionality of aid agencies for using their grant
money for distributing imported fertilizer.

The other supply-enhancing measure was the
initative for incerasing the volume of rice exports. The
Governor and I felt that it could be achieved through
a more expeditions movement of paddy from paddy
produce procurement & export [formerly called State
Agricultural Marketing Board (SAMB)] was under the
Ministry of Trade. SAMB’'s own motor trnasport fleet
was insufficient to handle peak-season movement of
paddy. So I suggested a plan to the Trade Minister
that another enterprise under him handling import of

7 See later for more explanation of this conditionality of
Aid agencies. It would have been alright if the fertilizers
imported with their aid were distributed to cultivators,
at least covering the full cost of ingent, and let the State
paddy procurment prices rise somewhat so that farm-
ers could cover the higher cost of cultivation. Our policy
orientation since early 1950s has been towards a rigid-
ity in upward adjusment of State paddy procurement
price. This policy of paddy procument price rigidity was
in practive even during the Korean war years when the
State agency exporting rice received very high price,
and hence raise its earning. Hence, the gn_ly incentive
left towards promoting the cultivation of high-yield vari-
ety paddy was to help contain, high cultication costs by
selling ferilizers with a substantial subsidy.

motorcar parts should import more tyer for lorries &
trucks to distribute on a priority-basis. As inducement,
priority in the sale pf tyers could be given to those
who rent their cars a couple-of-days-a-week for about
3 to 4 weeks during the peak seasons. He agreed to
experiment this plan and formed to this surprise that
the incentive to car owner was great for cars to the
state paddy procurment agency, price of tyers in the
black market was nearly three times that changed
by the trade agency. The level of rice export for that
year reached a new peak,

(3) Some Changes at the Ministry pf Planning
and Finance

Thirdly, we shall go through some changes
introduced at the Ministry.

Let us begin with changes relating to fareigen
exchange, When the Bremon Woods System of
fixed par values was discarded by the IMF in 1973
and adepted a system of farible exchange rates,
Myanmar decided to link exchange rase of its cerrincy
to Special. Drawing Rights (SDR) and become the
first IMF member to adept this link to SDR. As a
represenative of the ecrmatry in the IMF at the time,
it was my duty to move Myanmar’s decision in the
Executive Borad of IMF. This initial exchange rate of
kyat was altered (i.e decalted by about 9 percent)
only once in late- 1976, in connection with the IMF
standby program. Even though Myanmar ultilized
IMF Standby two more times, and also tapped
Compersanary Financeting facility lanest, no further
exchanger rate adjustment was needed, mainly
because of our success in biinging down the rate of
inflation to negligibke level.

The other foreign-exchange-linked
related to the permission given for opening of foreign
currency account (EF Account) to legitimate foreign
exchange earbubg citizens, and it was introduced
just before the Governor retired. It began with a plea

change
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from the Myanmar Ambassador to France, who was
about to retired and return home. While the Gorernor
and I were in Pairs, he complained that our Foreign
Trade Bank (MFIB) by diplomatic corps members
who returned home, but expected to be again
posted abroad. He argued that the same privilege
should also be extended to retiring diplomats.® To our
surpris, executives of MFIB gave us full support to
our proposal to extend the privilege of opening FE
Accounts from diplomats to merchant marine seamen
and other legitimate EF earners. However, nearly 2
years after Economic Coordinating Committee of the
Cabinet approved this extension, the coverages was
restricated back to only diplomats and seamen, when
some people with fat FE account applied to use their
FE for importing cars every year. Only very recently,
the coverage was extended back to all legitimate FE
earner, and interest rate is even paid on fixed term
FE deposits.

Recruiting of mid-and high-level staff from
University service was another change initiated by my
predecessor, starting with recruitment of the Governor
of Central Bank the Director General of Central
Statistical Organization and Assistant Directors for the
Budget Department and Plan Evaluation Department.
This commendable action bore the intended result of
vitalizing the receiving de_;—)—aﬁments. The exception
was the Budget Department: where false pride over
familiarity with the long established Financial Rules
& Regulations appeared to have placed a premium
of rigidity over any proposed change associated

8 Foreign Exchange Low (FE Low) adopted at the time
of Myanma’s independence emanated from an Indian
Low of that period. Our FE law has not been substan-
tially amended since then, even though Indian Law
has been revised many time under changed financial
environment. Many executives of the MFIB seemed to
take pride in remembering important provisions of the
Law almost by heart, and they tended to become rather
inflexible in their interpretation of FE Law and Regula-
tions.

with both intellectual inputs and any other new
attempts at interpretation of Regulations & Rules to
accommodate to the changing circumstance.® Two

9 I discovered this mentality sadly too late. In my 1* year
at the Ministry, a case came up concerning whether a
retired arm-froces personnel would be eligible for re-
Eeving “family pension” of his bacheior son killed in
military action. Interpretation of the relevant Budget
Department offical was that it would contravence the

existing Rule that no one shall enjoy more than one
pension. These Rules are compilations of new rulings
(or reinterpretations of old ones) on vario&;Tssues by
successive. Financial Commissioners of Coloﬁial era; 1

therefore felt that a new interpretation was in order. As
a 'new broom’ I drafted 3 memo to the Minister stat-
ing that the late son’s pension, awarded by the State
of giving away his life, would have been enjoyed by
his wihe as a “family pension” if the were married. In
the absence of a family, I arguer} that his pensioner fa-
ther should be eligible to aslo receive “family pension’,
which would accure to him not in his own right, but as
a family member. I argued that the Rule that " no one
shall enjoy more than one pension” should refer only to
cases where a person worked in more than one b:J;i_tion
before his retirement. In that case, the existing Ruie
required him to choose one from all possible pensions.
The Minister......endorsed my argument and the father
could draw “family pension” of his son, in addition to
his own service pension. Howeverm, I was surprised
to learn towards the end of my last year at the Ministry
that the Budget Department officals treated the “new”
Ruling of Minister & g Deputy Minister as an excep-
tion, but not as a Rule applicable to all. For making new
Rulings, the officials probably imagined that Minister &
Deputy Minister do not possess authority exercised by
the then Financial Commissioners. To them the Colonial
era financial Rules & Regulations has becomes so sac-
rosanct, even though they are not the Laws passed by
then Goverment; thus it was considered by them that
even the Ministerz_Deputy Minister could not alter or
amend these Rules to suit to the charging circumstanc-
es. As a resuit, a Iadwalanning Dept-officer enjoyed
“family pension” of her deceased husband while she
was still on employment. But she complained to me that
she was made to fo;reg_o “family pension” at her retire-
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mid -level ex-University staff, who were not happy at
the Budget Department, moved to other departments
after a few years. During my tenure at the Ministry,
University staff were recruited as mid-level staff for
the Foreign Economic Relations Department (FERD).
They rendered valuable impact to the Department,
and at the current moment one has reached the
second highest position of the FERD.

(4) Dealing with Bilateral and Multiateral Aid
Agencies and Institutions

Fourthly, let me deal with Myanmar’s relations
with donor institutions, a filed of special relevance
to me. U N designates some member countries
as eligible for receiving concessional loans from
Aid Donors if their per capita income were below
certain level at a specific period (eg, below US $ 200
at fixed 1970 prices). In addition, some among this
group become eligible to receive assistance in the
most favorable terms if the UN designates a country
as (i) meeting some ‘criteria of “ least developed
countries” (LDC) or (ii) one “most seriously affected”
(MSA) by OPEC's a_uadrupling of petroleum prices in
1973. Durign the decade under review, Myanmar a
low per captia income country, was included in the
“most seriously affected” (MAS) category, but not
in “least developed countries” (LDC) group: the UN
designated Myanmar as a LDC country only in 1987/

Being a MSA category country, Myanmar was
eligible to tap most favorable types of bilateral
cerdit, such as OECF loan from Japn. KFW laon from
Garmany. Myanmar could tap concessional lines of

ment when she needed the “family pension” more than
before, Thus, a handicap, faced by State civil servant
families with more than one salary-earner, was perpetu-
ated since relevant Budget Department officals inap-
porpriately and narrowly interpreted a new Ruling laid
down by the Minister, as exception to e;};%ng Rules. I
planned to put up tihs misinterpretation of “"new” Rule
to the Economic Coordination Committee of the Cabinet
for a corrective new decision, but I was moved to a new
position before I could act upon this.

credit from multilateral institutions.'® “However,
multilateral instituations levy stiff peanlty charges
if a borrowing member country defaulted on its
repayment obligtions. For example, Kampucha (now
Cambodia) has defulted on the IMF credit amounting
to 2-digit million SDRs when Khemar Rouge took
over the country in 1975. After a little more than 15
years, the amount of outstanding debt has increased
exponentially to a 3-digit million SDRs, and Cambodia
was allowed resume borrowing from the IMF only
after it has fully settied all previous outstanding
loans.!

A background note on some developments
relating to Myanmar’sr_e}ation with these institutions
would be useful. IMF-World Bank Annual Meeting
for 1976 was schduled in Manila. After the hike of
petroleum prices in 1973 just as the UN conceived

MSA for helping low income members, the IMF in 1974

10 For example, IDA loans from the World Bank do not
carry interest rate, but merely levy service charge of
only 0.5% and with a longer repayment of 10 years, fol-
lowing a lengthy grace period. ADB Special Fund credit
levies service charge of only 0.75% with a long repay-
ment period of 30 years, following a grace period. IMF
standby credit, and also provides smoe interest rate
sudsidy.

11 I do not know the exact details of the formula used
to calculate the cumulative outstanding credit. But it
appears to be as?omhen a member country re-
ceiving concessional loan (credit) has defaulted on its
repayment obligations, the concessional loan is re-clas-
sified as ordinary loan from the institution. Hence, in-
E;e_st rate on the loan becomes higher, and repayment
period becomes shorter (entailing) larger annual repay-
ment portions am-ed to the cumulative outstand-
ing amount; further interest charges are calculated at
compound rate. The situation becomes worse relating
to concessional loans from the World Band and ADB.
In place of mere service charges of 0.5% and 0.75%
interest rate on their ordinary loans (e.g 8-10%) comes
into force; the amour?ggp_ita! repayment also doubled
due to the contraction mayment period,, from the
previous 30-40 years to 15-20 years.
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launched “Extended Fund Facility” (EFF) for use only
by low-income members facing balance of payments
problems emanating from structural imbalances
in “production, trade & prices”. EFF was a 3-years
program and the Fund’s resources were made
available to these members, for longer periods and
in larger amounts Standby credit. As someone closely
involded in the IMF Executive Borad discussions for
the establishment of EFF, I was keen to tap it for
Myanmar. When 1 disucssed this possibility during
the Manila Annual meeting with the Director of IMF
functional department (Exchange Dept), he said that
Myanmar needed to take more actions to be eligible
for using EFF. Luckily, Heads of both institutions
included Burma in the lists for their post-Annual
Meeting visits. The World Bank President visited us
first followed a few days later by the IMF Managing
Directer (MD). I was assigned as a liasion while both
traveled outside Yangon. On board a steamer during
the trip by World Bank President to the Bank'’s project
area in Irrawaddy delta, the Agriculture Minister and
I had plenty of time to propagate our drive for high-
yield paddy cultivation. It was during the visit of IMF
Managing Director (MD) to Pagan area that I created
a chance to talk to him alone to strees our greater
need for a longer-term credit from the IMF, than
ordinary standby, which Fund’s functional department
was prepared to extent at that time. Back in Yangon,
at a meeting with my Minister, the IMF MD advised
us to tap 3 successive standy credits, if the functional
departme?wt was not keen on EFF. As this advise was
given by the MD in the presence of Executive Director
of SE Asia (who was my boss while at IMF) and Director
ofareadepartmentforAsia(ourowncitizen, Dr. TunThin)
the advise became binding on the IMF staff to help us
in that direction. The IMF Asian department Director,
a respected teacher to both the Governor and me,
helped us a great deal alway within Fund's Rules and
Regulations. We were able to implement 3 successive
Standby programs meeting all conditions attached
to these Standbys; aslo later we tapped the Fund’s
Compensatory Financing Facility (CFF).

In this respect I like to recall that, while discussign
on the third Standby program in Yangon, the
IMF mission insisted that upward adjustment of paddy
procurement price be included as a conditions. The
Governor and I could not acceptit. I responded to them
thatsuchadjussymentoffundamental pricescouldbea
conditionattheinitialdesigningstageof EFFwhich, byits
nature, woulsdaimtotackleimbalancesin™ production,
trade and prices”; then we have 3-year preparatory-
foot-worktogeartowardsimplementingsuchcondition.
But the IMF did not agree to our desire for EFF program;
since 2-out-of-3 Standbys have been implemented
as the MD has suggested, it would be too much to
expect our agreement at such short notice. The IMF
mission asked for a short break of the disscussions;
they discuss the issue themselves in a separate
room. At resumption of discussion, they stated that
while they could understand our difficulties they
would repond after their return to Washington. I mad
sure of their positive reply by directly requesting for
assistance from the above mentioned two gentlemen
who were present when the IMF MD discussed with
us in Myanmar at end-1976.

(a) Let us begin with relations with muitilateral
organizations. Negotiations with the World Bank for
organizing Aid Group for Myanmar was initiated by my
predecessor. But the task of actural preparation for
the Aid Group meeting fell on me assited by a group of
Planning Department staff members of the Ministry. We
gotonly afew months to perpare a sort of ‘shopping list’
of projects that we would like to implement with
external aid. This document together with World Bank's
assessment and evaluation of Myanmar’s economic
prospects, was distributed at the inaugural meeting of
the Group, which Japan agreed to host in Tokyo in late
1976. Representatives from IMF, ADB, Japan, Germary,
U.S.A, U.K, France attended this World-Bank-organized
meeting. It went well with donors making pledges for
supporting projects of their choice. Donors of the Group
met every two years and 5 of such meetings were
organized over the decade.
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The Planning and Finance Ministry was designated
as the borrowing Agency by the bilatearal and
multiateralaid agencies. Naturally almostevery mission
fromWorldBankandADBarrangedtocallonthatMinistry
bothatthetimeofconceivinganddesigningnewprojects
FoTéxtending credit and at the time of annual review
of the project under implementation. I made it a point
to talk frankly and openly with mission members so
that they would be aware of the “do’s & don'ts” in
dealings with individual implementing agencies
and departments. Meeting with various missions
absorbed a lot of my time, and I needed time to
prepare myself to be ready for such meetings. A staff
member, I learnt later, has been repeatedly sending
“anonymous letters” of complaint to top person in
the Administration and Party that I neglected to look
at the case for his promotion, since I was too pre-
occupied with meeting various foreign missions.!?

Only after 1 left the Ministry, I learnt from our
representative at the World Bank that various missi(-)?s
then missed my frank and blunt respones to their
Eentations, asmy reaction helped them know where
they stood. Moreover, whenever I was in Washington,
World Bank Section Chief handling Myanmar alawys
requested me to spare a few hours at his office so as
meet and thrash out outstanding issues with staff of
World Bank departments that were handling projects
under implementation in Myanmar.

I can recall a happy and rewarding outcome at
one such meeting in early 1980s, which eventually
led to most timely renovation and improvement of

12 I learnt about the case of such anonymous letters only
after I have moves from the Ministry. At a Party recep-
tion, the then Minister of Home Affairs told me about
them and said that they have accidentally discovered
the culprit sending these fetters. But, th irony about the
case was that his Department Head has never sent up
a case to me for making any decision about his promo-
tion.

the old Yangon-Mandalay and Yangon-Prome Roads.
as a matter of fact project negotiations with the World
Bank for a new Yangon-Mandalay Highways along
the Pegu Yoma was initiated by my predecessor. But
it did not proceed well in Myanmar, due to a strong
misgiving from the top body. After the 1978 election
the project eventually fell throung when Minister for
Construction, a strong supporter of the project, was
elevated to become a State Council Member, and a
new Minister for Construction was brought in.!* No
one in Myanmar dared even to dream of reviving the
new Highway project. While I was in Washington DC
that Section Chief suggested a project to be called
“Construction industry Project”, with the purpose of
improving the existing Yangon-Mandalay Road up to
Toungoo. I was surpised over his suggestion, and was
not very keen. But he insisted that I should give one
morning-session for listening to relevent World Bank
staff on this proposal. This time I was put in one of
their small conference rooms surrounded by many
staff members and an outside consultant. They said
that in presentation to Management of World Bank,
they would emphasize the projcet’s objective as one
for improving expertise of Myanmar’s Construction
relating to road construction and maintenance.
Acquiring this expertise through actual work on
World Bank monitored project would qualify the
Corporation to start participating in bidding contracts
for implementing similar World Bank projcects in
other member countries. To me, their lofty objective
appeared to be very ingenious to get support for
the project from management of Would Bank, and

13 Like a similar proposal shelved in early 1960%, this
project faced the same misgivings f;o_rgurﬁerttdf;" deci-
sion -making body. In addition to bringing in new Min-
ister for Construction the task for proceeding with the
proposed highway was taken away from Construction
Ministry and giver to another Minister who undertook
to implement the task mainly with manual labor. The
need for loan for the project dissipated; but the project
also evaporated after exploration of highway alignment
along the Yoma for a few miles.
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also to provide an attractive carrot to Myanmar, But I
stressed that there could be resistance aganinst this
project at home, if Construction Corporation were
designated as the implementation agency. Since it
is a state economic enterprise the Management &
Executive Board members of World Bank could insist
on leavying toll charges on road users for recovering
the costs over time. In Myanmar at that time, this
coulsd generate political backlash against the project
for levying toll charges. But, I suggested a way out. If
"Road and Bridge Department” of the same Ministry
were to become implementing agency, the issue of

levying toll charges world not arise, as it is a service
department. Since thid department did not have
many competent engineers, it would need to sub-
let the task to the Construction Corporation, which
would in effect be implementing the project. Thus it
world still be in line with the objective of World Bank
for exposing the Construction Corporation to autual
task of implementation. They agreed to this way out,
and I received an Aid Memoire explanining about
the project concept. I brought it back and handed
it to the Minister fogr Construction. Who needed
about a week for lobbying his superiors. The so-
called “Construction Industry Project” was eventually
implenmented with out any opposition. Corollary to
this unexpexted bounty from World Bank was that
the ADB become a ‘copy-cat’, implementing a similar
project to improve the existing Yangon-Prome road.**

There was another happy joint effort between
that Section Chief and me. Around 1982, World Bank
_(;lgénized financial commitment meeting in Pairs for
Nyaung Gyat Multi-pur- pose Dam (later re-named as
KinDa Dam). At that moment, it was the largest project
World Bank extended to Myanmar. Needing over
$130 million, higher than what it alone was prepared

14 The follow-up by ADB on the Yangon-Prome road was
not unexpected. 1 knew already that, when ADB an-
nual review mission visit Myanmar, I could kindle their
competitive spirit to have similar financing for improv-
ing another important road in Myanmar.

to put in. Hence, financial commitment from donors
was necessary. Our respective authoritirs designated
that Section Cheif and me and co-chairman of Pairs
meeting. Ith was attended by staff of IMF and ADB,
and representatives of old agencies from Japan,
Garamny, USA and Norway. It was a large irrigation
project in Myanmar that would be implemented, for
the first time by an agency chose under international
competitive bidding (ICB); Irrigation Department
till then has been building all irrigaticin projects.
Many quentions were raised from the participants.
The US repersentative, in particular, raised crucial
questions on institutional arrangenemts to monitor &
coordinate works of different agencies. Their gueries,
in particular on administrative arrangements raised by
the US, have to answered; out burden was lightened
when representatives of Japan and Germany assured
the meeting about satisfactory arrangements in
Myanmar, based on experience of implementing their
aid projects in Myanmar. Donor-pledging followed,
with donors like Japan and Germany choosing for
them different components of the project (such as
transmission line component, hydro componet). With
the World Bank undertaking the cost of main dan
construction component, all targeted capital cost was
fully pledged.**

(b) Turning to our bilateral relations, I wish to
state at the outset that my third Minister, with whom
I worked for nearly 8 years, has a gift for making
stunning frist impression on leaders from abroad.
Simple and straigh forward impression on his face
probably captivated foreign politicians, and even

15 US AID Agency Director, who attended the meeting, in-
dicated at a coffee break that his Agency even though
they were not formerly thinking to participate in financ-
ing could put in abouts $ 15 miliion. I thanked him for
this indication and requested him to discuss with the
World Bank when they have decided on it. There was
an elated feeling that the amount pledged, and indi-
cated, fully covered the projected cost of the project,
with sobr;e—more in reserve.
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after his retirement they appeared to retain contants
with him whenever they visited Myanmar. I learnt a
lost from him on good use of personal diplomacy in
work. He made it a point to visit Japan, largest donor
for Myanmar, around May following the ADB Annual
Meetings. Germany, the next largest donor with
cumulative loans totaling about a quarter of Japan’s,
was visited around the Annual Meeting of World
Bankd and IMF. During these trips to Germany, we
stopped in UK and France, Which extended mostly
Export-Credit type of financing to Myanmar.

The bulk of concessional loans from Japan &
Geramny were for the Ministry of Industry II, which
had been receiving these loans sicne about mid-
1960s. Hence, after extending annual credit to the
same projects under this Ministry for so many years,
they naturally expressed desire to diversify to other
projcects. However, our mandate has been always
to press for additional rounds of financing to the
same projects. Other Ministries never got a chance
to tap these concessional soua:s._ During these
visits, I was to deal with their staff on technical level,
before my Minsiter met with his counterparts. This
arrangenment between us worked well, wiht only
one exception; the Minister at one time became
emotionally very upset over not being able to receive
debt relief from Japan.

In early 1980’s, major donor conutries of ‘Paris
Club’ decided to give debt relief to poor countries.
ﬁgy after this decision appeared on international
newe services, we were on our way to Japan. Once air
borne, the Minsiter assigned the Governor and me to
dicuss with bureaucrats of Japan’s Ministry of Finance
for debt forgiveness. Following his insturctions, I
asked about Myanmar’'s eligibility for debt relief
when the Governor and I called on a Director at
the Ministry of Finance. He replied that dept-relief
decision applied only to countries in the UN category
of 'least developed countries’ (LDC). I was naturally
disappointed with his response, but stressed that
some countries from the category of ‘most seriously

affected countries’ (MSA) should also be considered
for such relief at least on a case-by-case basis. As
justifications to that, I stressed that Japan could
conisder Myanmar for this privilege as the two have
traditionally colser bilateral friendship, and Myanmar
has begun to make visible progress in economic front
and thus debt relief would be of great help for us to
accelerate and sustain economic growth. When we
briefed the Minister about result of out discussion,
he appeared to lose contorl over his emotions and
dropped files on the floor.!® The Governor and I
advised him to proceed towards debt relief from the
angle of MSA country, and friendly bilateral realtion
between two countries. On our return home, we
explored why Myanmar was not in “LDC” category.
We learnt then that Myanmar’s socioeconomic
situation was better off than 2 of the main criteria
used for classifying countries as LDC: -literacy rate
of Myanmar was far higher than the 20% in the
criterion; composition of industrial output in GDP was
little above the 20% set in the criterion to both the
Governor and me, the “stigma” became great to go
ahead strongly lobbying for inclusion of Myanmar in
the UN category of “LDC”, especially when the desired
debt forgiveness could be possible still under the MSA
category. After the Governor has retired, our joint
efforts were rewarded when Japan gave debt relief
to Myanmar for a year 1984/85. Once we received
the relief for a year. With Japan’s debt relief in hand,
I started to work on Germany, our second largest
donor country. However, before debt relif from
Germany materialized, I was to leave the Ministry to
another position.

In late-1970s, ASEAN decided to launch a swap
arrangement among their central banks. Under this,
if one of them were Féncounter short-ter, foreign
exchange crunch, other ASEAN central banks agreed
to extend one-year-foreign-exchange credit (up to

16 I learnt later from his confident (Personal Secretary)
that the Minister was sorry for his behavior as he has
promised the Prime Minister and other senior colleagues
that he would bring back the debt relief.
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a pre-determined amount) at London Inter-bank
Borrowing Rate (LIBOR). It was cheaper than loans
from commercial banks, which add margin over and
above LIBOR. Although Myanmar then was not a
member of ASEAN, the Governor of central bank of
Indonesia, with whom I worked colsely while T was
assigned to IMF contacted me to explore if we would
like a bilateral swap arrangement with Indonesia. I
presented to my Miniter that it would be beneficial to
Myanmar; under reciprocity arrangement, Indinesia
could ask for such credit from Myanmar, but the
likelihood if it requesting such a credit from us would
be nil. After the Cabiner approval, I led a team of
bank-officials to Indoesia for negotiating a bilateral
swap agreement between the two central banks. Two
months later, Governor of central bank of Malaysia,
with whom I had close personal relationship while
at IMF, contacted me for a such bilateral swap
arrangement. I went again to Malaysia for similar
negotiation. Myanmar tapped swap arrangements a
few times in early- 1980s, when we were confronted
wiht temporary foreign exchange crunches due to
poor export performances. Neither of them asked for
such credits in return from Myanmar.

(5) Conclusion

The decade under review started well, through
mere application of supply-demand theory to bring
down inflation and promote faster growth. Mere
application of so-called “supply-side” concepts to
improve prevailing partical issues has led to the a
attainment of desired goals. I feel that anyone
who has studied economics for two years could
intelligently evaluate the practical issues of supply
and deamand, and then proceed to conceive design
and implement approoriate economic measures.

IMF Survey in early 1980s mentioned Myanmar
as one of a few Fund’s member countries that could
fulfill all conditions agreed to with the Fund in all
three consecutive Standby Arrangements. In time
for the IMF-World Bank Annual meeting in Toronto in
1982, the Euro-Money carried a feature article where

Myanmar was rated in categories of first ten among
countries in achieving certain aspects of economic
development; it was the first in terms of export-led
growth. Five indicators of economic health (e.g real
rate of Gﬁgrowth, inflation rate, currency strength
measured in SDR, the strength of exports, and current
accoung balance relative to GNP) were cornbined
into a single weighted index to analyze a country’s
economic achievement, and to ank it a—moung 81
countries with reliable statistics (during 1974-82).
In that article, it was menioned that “the honour
of leading the export performance category went
to Burma, which was ninth in overall performance”.
However, by then, Myanmar’s situation has started to
became shaky and unsatisfactory, and deteriorated
further in the closing years of this decade 1976-86).
Unable to tap concessionary bilateral credit from
Japan & Geramany, many Minisiries turned to Export-
Credit type financing or commercial bank loans to
implement their projcets. Though the amount each
involved was not large, interest rates were highh_a?a
repayment period short. Debt servicing burden,thus,
cumulated rapidly at a time when our export receipts
were shrinking. Swap arrangements with central
banks of Indonesia and Malaysia were helpful in
tiding over FE crunches during closing years of the
decade under review. Actions then were directed at
mere patching up of the gloomy prevailing situation.
Moreover, years around early 1980s was also a pericd
when my enthusiasm at work sapped by unfounded,
yet unsetlin, series of anonymous letters about me,
addressed to top personnel at the Administration and

Party.
May 1999 (modified & modified tili May 2004)

Dr. Maung Shein
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Honoring the 90th Annniversary of the Economics Department,
University of Rangoon

50th Anniversary Economics Department, Yangon
Institute of Economics

Daw Khin Khin Thein

The university Department of Economics in
Myanmar celebrates this year its 90th anniversary
of establishment in 1923 under the 1st December
1920-established prestigious University of Rangoon,
and its 50th anniversary as a major department of
the 1964-established Yangon Institute of Economics.
Primed with post of Professor and Economic
Curriculum Boards in 1923, lectures in Economics
at the University of Rangoon began only in 1924
with the appointment of H. Stanley Jevons, son
of the famous economist William Stanley Jevons
contributing the cardinal marginal utility concept and
mathematical method in the subject of Economics,
to the Chair of Economics. Lectures were given in
the University College and Judson building on the
present University of Rangoon campus in Kamayut.

By1926, the department was operating well
under the stimulating lectures of Professor H. Jevons
who himself had contributed an around 800 page

sequel to his father's work.

Professor A. L. Gordon Mackay, D.C.M award
winner, author of the well known Economics: the
Study of Wealth, from a post at the University of
Adelaide in Australia and a Fellowship at Cambridge,
succeeded him as Professor of Economics around
1932.

Around 1937, Dr. Harro Bernardelli, Austrian,
originally at a post at the London School of Economics,
became on the recommendation of the universally
emulated Professor Lionel Robbins, Professor of
Economics in Rangoon. Student of Frederik Hayek,
he took his PhD on the methodology of economics
in Frankfurt, Altschul in 1931. Under his incisive
thinking and brilliant tutelage, Burma produced
prewar a crop of remarkable economists including
the honors degree graduates Ezra Solomon, U Tun
Wai, U Tun Thin, U Ba Nyein, U Chan Aye, and most
notably, Dr. Hla Myint, and the succeeding generation
of such economists U Aye Hlaing, Dr.Maung Shein,
Dr. Ronald Findlay, U Thet Tun, U Maung Maung Hia,

among others.

After honors graduation from Rangoon University
in 1940, Ezra H. Solomon became lecturer, and
briefly, Professor, in the Department of Economics
at the University. A true student of the incisive
Bernardelli, though leaving Burma at outbreak of the
war in Myanmar, he continued brilliant teaching and
research after his doctorate under Milton Friedman
at the university of Michigan, and won recognition
for his revolutionary 1963 contribution of the Theory
of Financial Management later considered a seminal
text, becoming the first Dean Witter Distinguished
Professor of Finance at the university of.
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Stanford. He also became a leading Economic
Advisor to President Richard Nixon.

It must be mentioned at this juncture that his
honors degree fellow-students U Tun Thin, and U
Tun Wai, first teaching at the Economics Department
of Rangoon University, and later working abroad
in the IMF and world’s leading universities and
organizations, were also internationally respected
economists of great credit to Burma. Dr. Hla Myint
indeed became world renowned.

Following Solomon in 1941 as Professor of
Economics was J. R .Andrus, author of Burmese
Economic Life, one of the prescribed university
textbooks in Economics even twenty years later.
With the advent of World War II in 1941 in Burma,
university classes, including Economics, were
adjourned, to be resumed as emergency classes only
in August 1945 in the former Randeria High School,
on Shwebontha Road/Moghul Street.

Note must be made here that within the years
1923 to 1931, the prestige from the above auspicious
beginning of teaching Economics in Burma was
further enhanced under the guest lectures of the
eminent economist and administrator 1.S. Furnival,
1.C.S, after his early retirement of his own volition
from his post as Commissioner of Settlements and
Land Records in the British government in Burma.
A man whose heart clearly lay with the Burmese
people whom he favored over the colonizing British,
he wrote his first major book on Burma’s economy
: An Introduction to the Political Economy of Burma
based on his above lectures on the then economic
conditions of Burma, published in 1931 by the Burma
Book Club founded by him. This book served not
only as @ main university textbook till late 1960s
but also as the platform reference in all further

teaching of Economics at Rangoon University where
Mr. Furnival returned, despite a successful academic
career at Oxford University, continuing his teaching
of Economics in Rangoon. Another of his important
books Colonial Policy and Practice: A Comparative
Study of Burma and Netherlands India with
sympathies towards Burma, was also published in
1948, again by the Burma Book Club, and the Burma
Research Society which he co-founded.

Furnival also coined the term and the concept
of the plural society in the ten years of his service
to newly independent Burma as Economic Advisor to
government in National Planning.

It would not be far-fetched to say that the
Economics Department of Rangoon University really
began producing high caliber economists under the
brilliant intellect of Harro Bernardelli, and its then
naturalized, most earnest and empathetic scholar
in Economics, John Sydenham Furnival. As much
as the incisive thinking of the former helped hone
the keen intellects of their young Burmese students
like Dr. Hla Myint, so also the dynamic and authentic
academic aura of the latter helped hew new concepts
and terminology of plural society as food for thought
for them.

It is to Burma’s loss that Furnival was dispelled
in 1958 from Burma by the Caretaker Government,
trading Burma’s quality of education for a partly
understandable narrow view of nationalism, and that
he did not live to honor the 1960 post of Professor of
Economics at Rangoon University again offered him
by the government of the then returning Burmese
Prime Minister U Nu. Furnival criticized British rule in
Burma as having been too self-motivated to the extent
of opening up ‘defenceless’ Burma to the mercy of

‘unrestrained capitalism solely for commercial gain’,
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Till now, almost all university Economics
professors and lecturers were from abroad. However,
even with post-war departure of most foreign staff,
the good fortune of the Department of Economics
under the University of Rangoon remained undented,
with the return from further studies abroad in 1945
of a spate of brilliant young Burmese scholars in
late 1930s

Hla Myint who

Economics. Topmost amongst them,
student of Bernardelli, was Dr.
later burnished to a further glow the prestige of
the Department of Economics under Rangoon
University, and thereby the international prestige of
the Rangoon University itself. Students from many
academic disciplines in Asia were attracted to study
in Burma. Until 1960, students from the Department
of Economics were able to continue direct to a
corresponding level of further studies abroad in

Economics.

Dr. U Hla Myint, the brilliant student of Bernardelli,
pioneer of development economics and welfare
economics since his path-breaking 1948 PhD thesis
Theories of Welfare Economics at the London School
of Economics well before his 1971 internationally
hailed book Southeast Asia’s Economy: Development
Policy in the 1970s, strongly advised manufactured-
goods export-orientation strategy of development or
industrialization based on manufactured exports, at a
time of rife import-substitution strategies. He served
in Burma, after post-graduate studies at the London
School of Economics, as Economics Professor at the
University of Rangoon from 1945 to 1952, and again
as Rector from 1958 to 1962. He introduced a more
liberal curriculum for Honors Economics at the Social
Sciences college under the University of Rangoon,
requiring students to have a year's extra study of
a Humanities-subject such as History or Political
Science while specializing in Economics.

He left the legacy of unrelenting demand for
excellence from all who came under his tutelage.

Such also was his ¢é-tana and concern for Burma's
education and economy, that in 1958, he gave up
residence and academic post in London to teach in
Burma and reorganize the educational set-up as fit
for Burma’s educational advancement, and to accept
the then de facto Burmese government’s invitation
to him to be economic advisor to government. In the
face of the government’s continued adherence to

import-substitution as development strategy,
counter to his exhortations, and without the full rein
he was earlier promised to effect other necessary
changes, he returned to England in 1962, filling the
post of Emeritus Professor in Economics and later as
Dean of Economics, from 1962 to 1985 at the London
School of Economics.

Saya also led at the age of 90 the seminar An
Agenda for Equitable and Sustainable Development
for Myanmar in Yangon in February 2012 along
with the Nobel prize winner and former Worid
Bank chief economist Professor Joseph Stiglitz, and
Professor Ronald Findlay, formerly professor at the
Yangon Institute of Economics and now at Columbia
University. Now 93, he sent an instructive video
message from Bangkok, to the 30th November 2014
Seminar on Myanmar’s Economic Transition : Issues
and Options in Yangon, with keynote address and a
presentation by Professor Ronald Findlay, and also a
presentation by Associate Professor Sean Turnell of
Macquarie University, Sydney, Australia.
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Dr.U Tun Thin, an outstanding economics honors
student of Bernardelli and Dr. Ronald Findlay’s
teacher and mentor, won the David A.Well’s Prize in
1952 for the best PhD dissertation, on war games
theory of economics, under Wassily Leontief at
Harvard. From Acting Head at the Department of
Economics at Rangoon University, he became in 1952
full Professor of Economics. After 1957, he became
Director of CSED in Burma, and finally a Director in
the Asian Department of IMF.

So also, Dr. U Tun Wai, another outstanding
economics honors student of Bernardelli, taking his
doctorate in 1953 at Yale under Milton Friedman,
published his thesis as the highly esteemed Burma’s
Currency and Credit. After briefly serving as Acting
Head of the Department of Economics at Rangoon
University, he joined UN-ECAFE and later, the IMF.

Dr. U Aye Hlaing, Professor of Economics since

the late 1950s and later Rector at the Social Sciences
College under Rangoon University, took a PhD from
the London School of Economics, became in 1964 the
founding-Rector of the Institute of Economics and
later Chairman of the Central Bank of Burma.

His strong point was Applied Economics,
especially borne out in his illuminating work on
Burma’s colonial agriculture trade and finance
including Trends of Economic Growth and Income
Distribution in Burma 1870-1940, and also in
Economic Theory such as Keynesian economics.

He also possessed an almost uncanny ability to
divine, and fill in, gaps in students’ understanding
and grasp of Economics concepts taught them during
the academic year by other lecturers.

He untiringly upgraded and maintained the
quality of Economics knowledge of students taking
the subject for their degrees, he himself filling in
the Mathematical Economics and Econometrics
knowledge of his honors students including the
author of this article, especially to the standard
demanded by the early 1960s Rector of Rangoon

University Dr. Hla Myint.

Sayagyi U Tha Hto, a leader of East Asia Youth

League during the War, took a Master’s degree in
Agricultural Economics from the United States
of America. He became Professor of Agricultural
then
Professor of Economics at the Institute of Economics
from 1964 ftill the 1980s, after the Economics

Faculties at Rangoon and Mandalay Universities were

Economics at Mandalay University, and

merged into the Institute of Economics in Rangoon.
He wrote, amongst other things, a comprehensive
university textbook in Burmese on Political Science,
and edited many university economics textbooks in

Burmese published in Rangoon.

Dr. Maung Shein, 1952 economics honors

graduate of Rangoon University pursuing further
studies abroad first in LSE, published in 1964 his
doctoral thesis from Cambridge on Burma'’s Transport
and Foreign Trade, 1885-1914: and the Development
of the Burmese Economy. Teaching especially honors
economics on return to Burma, he gave insights into
the intricacies of interpretation of economic history.
After becoming academic Professor in Economics
at the Social Sciences college, Rangoon University/
Yangon Institute of Economics, he also served at the
IMF. He eventually rose to Deputy Minister of Finance
in government.
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Dr.Ronald Findlay served upon graduation from

Rangoon University, as an economics tutor from
1954 to 1957, and after a Ph.D. at the age of 24
in1960 from MIT, Masachusettes, as a lecturer from
1960 to 1966, in the Economics Department of the
Social Sciences college, Rangoon University—cum-
Yangon Institute of Economics, YIE. He continued as
research professor between 1966 and 1968, before
joining Columbia University in New York as the first
Ragnar Nurkse Professor of Economics, in 1969 as a
visiting professor and appointed professor in 1970.
He is currently Ragnar Nurkse Professor Emeritus of

Economics at the University.

His lectures on International Trade and
Development theory, based also on his innumerable
international publications on the subject, as inspiring
as they seemed almost effortless, gave invaluable
grounding in Economics to his honors and general
degree students in Burma including the author of
this article, guiding them towards international

universities standard.

Saya also participated in the above mentioned
seminar An Agenda for Equitable and Sustainable
Development for Myanmar in Yangon in February
2012 along with Sayagyi Dr. U Hla Myint and the
Nobel prize winner and former World Bank chief
economist Professor Joseph Stiglitz ; he further
participated in the 30th November 2014 Seminar on
Myanmar's Economic Transition : Issues and Options
in Yangon, giving the keynote address as well as the
closing presentation of Development and Reform :
the Role of the State.

Daw Khin Lay( Miss Lily Verma), took her Masters
in Economics Statistics at Berkeley University and
taught Economics Statistics since 1959, becoming
senior lecturer at the Department of Economics at
Rangoon University, and later Professor of Economics
at the Institute of Economics in Rangoon. Her lectures

were always clear and concise.

Daw Hnin Khaing( Sayama April), graduating

with first class honors in 1948 at the University of
Rangoon, and later a Masters at the Institute of
Economics around 1969, was a dedicated lecturer in
the Department of Economics able to hold students’
attention with lectures on Economic Theory amongst
other branches of economics that she also taught.

Dr. Than Nyun, graduating in 1955 with first class
honors in Economics at Rangoon University, studied at
the London School of Economics, later taking his PhD
from Cambridge on Econometric Analysis of Trade in
Manufactured Goods of the East European Countries.
A lecturer by 1967 at the Economics Department of
the Institute of Economics, he succeeded Dr. Maung
Shein as Professor of Economics, then succeeded
Dr. Khin Maung Nyunt as Rector of the Institute of

Economics.

He headed a number of programs of intensive
In-Service Training for all Department of Economics
staff of the Institute of Economics, and also for high
school Senior Assistant Teachers, S.A.Ts teaching
Economics in English to school-children in Basic
Education, based on the prescribed textbooks on
Economics that he wrote for the two years of school
before university.

He became Deputy Minister of Higher Education,
and later, Chairman of the Civil Services Training
Board.
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U Thet Tun, a guest lecturing tutor of the
Economics Department in the early 1950s, merits
strong mention here as being always closely relating
to, and strongly participating in, academic programs
of the Institute of Economics, and the multitude
of economics articles he wrote including the 1960
Economic Planning in Burma and his highly able A
Critique on Louis J. Walinsky’s ‘Economic Development
in Burma, 1951-1960". On the strength of previous
studies at Kyoto and Hong Kong Universities, he
took with flying colors even as external student, a
B.Sc(Econ) London University degree in Economics.

After serving as a director at the IMF, he became
Director General of CSED, and later, Ambassador to
France.

U Maung Maung Hla, 1948 economics graduate
joining the Union Bank as Governor of the Bank
from 1986 to 1987, though like U Thet Tun not a
member of the Economics Department, must be

similarly mentioned, as closely participating in
academic programs of the Institute of Economics -
Economics Department, producing valuable research
and writings on Economics. At the November 2014
kkthein-P.7. “"Honoring 90thAnniv. Eco .Dept” Seminar
on Myanmar’s economic Transition : Issues and
Options in Yangon, he presented a paper on Building

Five Pillars of Financial Foundation for Myanmar.

Dr. Maung Myint, 1958 first class honors honours-
graduate in agricultural economics with a paper on
Agriculture in Burmese Economic Development at
Rangoon University, took his PhD in International
Economics from Berkeley, California. Serving as
lecturer at the Department of Economics at the
Institute of Economics in Yangon, he later joined
UNIDO at ESCAP. Retiring as Senior Economist, he is
currently Chief Advisor to the President.

Amongst the several economic seminars that
he has chaired, is the outstanding February 2012
seminar in Yangon that he organized, An Agenda for
Equitable and Sustainable Development for Myanmar
with three great participating economists Dr.U Hla
Myint, Nobel Prize Winner Dr. Joseph Stiglitz, and
DrRonald Findlay. At the 30th November 2014
Seminar on Myanmar’s economic Transition : Issues
and Options in Yangon, also, he read a paper on
Improving the Official Statistical System of Myanmar.

U Myat Thein first studied at Cambridge, and
gained his masters degree from Warsaw. He succeeded
Dr. Than Nyun first as Professor of Economics and
later Rector of the Institute of Economics in Yangon.
He also served short terms at the IMF, and presented
papers at economics seminars at home and abroad.

Retired in 1998, he has several books on the
Myanmar economy to his credit, including his 2004
Economic Development of Myanmar, published by
the Singapore ISEAS.

Dr. Myo Nyunt, 1960 honors graduate, took
his doctorate in agricultural economics in the US,
and after several years of research and teaching
as lecturer at the Institute of Economics, became
adviser in Papua New Guinea. He now teaches at
university in Australia.

Dr. Kan Zaw, obtained a doctorate in Economics
from the ISS Netherlands, became Rector of the
Institute of Economics in 2000, and is currently
serving as minister to government.

During his term of service as Rector, computer
training was incorporated into the curriculum for
the Economics degree students at the Institute of
Economics. The series of diplomas in economics open
to any graduate was also expanded. He gained the
distinction of Excellence for his endeavors at home
and from ......
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Dr. Daw Khin Nyo Nyo, graduate in Commerce,

who took her M.A. in Economics from the University
of Wisconsin in 1958 and a 1963 doctorate in
Economics from the University of Toronto in Canada,
on return teaching International Economics and also
Monetary Economics to economics students, and
Daw Tin Tin Aye, Peggy Shin, formerly from Mandalay
University, before the merger in 1964 of kkthein-P.8.
“Honoring 90thAnniv. Eco .Dept” the Yangon and
Mandalay departments of economics, and later
Head of Economics at Assumption University in
Bangkok, were also both important senior lecturers
at the Department of Economics of the Institute of

Economics in Yangon.

Daw Yin Yin Mya, 1950 economics honors

graduate from Rangon University, and writing her
masters degree thesis in Public Finance at the
Institute of Economics, taught as lecturer at the
Institute of Economics in Yangon, both the subject as

well as Economic History.

Dr. Bo Lay, graduate in economics honors at
Mandalay University, after doctoral studies in Eastern
Europe taught his strong suit of Econometrics/
Mathematical Economics, and Manpower Planning,
at the Institute of Economics after the Rangoon-
Mandalay merger of 1964. He later became Deputy

Minister in Finance to government.

U Than Lwin, Saya Eric, who took a masters
degrée in Public Finance from England and teaching
as lecturer at Rangoon University international
financial organizations and economic theory to
the late 1950s economics students, before early
demise, and Daw Yi Yi Khin beginning teaching in
1960 honors Macroeconomics and International
Finance before premature demise, were teachers
the Economics Department could well be proud of, in

terms of their dedication and learning.

Amongst teachers at the postwar Department
of Economics of Rangoon University were also
guest teachers from other countries, 1960-1963,
who also were greatly instrumental in disseminating
the discipline of Economics for Burmese Economics
graduates’ better service to Burma. Notably among
them were the following teachers.

Dr. K .S. Mali from Pakistan, writing and publishing
in 1960 Fiscal Aspects of Development Planning
in Burma 1950-1960 , taught indepth in honors
economics the economics of Public Finance and
Fiscal Policy, and Economic Theory for the general
degree, showing a dedication to enhancing his
students’ knowledge of the subject. It was in his
above published doctoral thesis that the famous or
notorious paradox in Myanmar’s fiscal policy of the
creation, by government’s taxation of farmers, of
undesirable and unforeseen repression of farmer’s
income and thereby effective demand for Burma's
domestic manufactured products, a vicious circle,
came to light.

Mr. Ray Billingsley from the University of Texas

in the US, painstakingly teaching the analytical and
empirical aspects of final year honors Agricuitural
Economics, and Mr. Herczeg from Austria teaching
final year honors International Economics covering
both theory and practical issues, also Miss Mamie
Sanyal from India who for several years taught
Banking and Finance, and Mr. Francis Urban from
Poland teaching Statistics for the general degree in
economics, were all teachers also gaining the highest
respect from their students, all helping build a better
Burma.

This record of as many prominent members
as possible of the Department of Economics of the
University of Rangoon/the Institute of Economics,
would not be even reasonably complete without
mentioning the following important facts:
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first......that Dr. R. S. M. Sundrum, the first Professor
of Statistics after the Department of Statistics
under Rangoon University was established in 1956
separate from the hitherto guardian Department of
Economics, was a brilliant Statistician of international
repute always working closely with the Department
of Economics for the nurturing of academically well-
rounded Economics graduates, as did his successor
Professor Dr.Khin Maung Nyunt, and the highly
respected Professor William Paw, the first Professor
of Commerce after the Department of Commerce
was established in 1955 separate from the hitherto

main Department of Economics ;

that Dr. Khin Maung Kyi, succeeding Dr.Findlay as
Research Professor, was also a star of the Institute
of Economics working in close collaboration with the
Department of Economics, as also did prewar honors-
economics graduates U Chan Aye-Yebaw Chan Aye,
U Ba Nyein, and postwar graduates statistician and
later deputy minister to government U Nyunt Maung,
and Dr. Sein Maung from commerce honors;

secondly......that it does not cover as it should, the
names of all the rest of the academic staff from
tutors upwards, not only from the Department of
Economics but also from the minor or supportive
academic departments of compulsory subjects like
English, Burmese, Mathematics, Geography and
Political Science, who despite the odds in years of
repressive political and social environment, bravely
adhered to their penurious teaching posts whatever
their possible many other failings.

thirdly......that the 1970s
government authorities of the teaching of English
in schools to as late as the fifth standard crippled
Burma’s hitherto good command of the English
language, thus also largely helping to undermine the

postponement by

quality of University education, depriving university
students and the upcoming generations of university
academic staff, of ability to read and ingest academic
subject-matter first-hand through internationally-
used standard textbooks written in English in their
various disciplines. Also, unlike in Japan to some
extent, and more important, as in Warsaw, there
were no translations of such main textbooks into the

indigenous language, here into Myanmar.

The first trend was recognized and corrected
around 1985, and the best is to be hoped for, though

it will take time to reverse the trend.

In honor of the 90th Anniversary of the Economics
Department, University of Rangoon and the 50th
Anniversary of the Economics Department, Yangon
Institute of Economics, in honor of all who were
from, or worked with, the Economics Department,
University of Rangoon /Yangon Institute of Economics
to the best of their ability under given circumstances,
it is reasonable to hope that the aforementioned

Economics department will academically shine again.

Daw Khin Khin Thein
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IMPROVING
DOMESTIC
RESOURCE
MOBILIZATION
IN MYANMAR

The stronger performers among the developing
countries share a number of essential characteristics.
Compared with the slow-growing countries, the
successful countries have markedly higher savings
rates; higher investment rates (also in human capital);
and higher efficiency of investment and higher overall
productivity growth. They also typically finance a
larger proportion of investment from domestic saving,
and when they have resources to external saving;
it is often in the form of foreign direct investment
and equity capital rather than debt creating capital
inflows... (World Economic Outlook, International
Monetary Fund, May 1993, p.6.)

In the early 1960&s Myanmar, Thailand,
Indonesia and Philippines were more or less at a
similar stage of development or underdevelopment.
Their income per head was also not very different
from one another. No one could have foreseen then
that of 60s would usher in an unprecedented era
of development for most of these Asian countries
except Myanmar. The obvious question therefore
was why did Myanmar fail to develop? Why did it lag
behind that of her fellow Asian countries?

Many explanations could be given. And many have
been given. In fact, the literature on the economic
success and policy lessons of Asian development is
now voluminous. But, in the 1950s and early 60s
the foucu of attention was not so much on Asian

development as on the development of developing
countries in general. At that time the titan or the
big guns, so to speak, in development economics
were QA. Arthur Lewis (later Sir Arthur Lewis and
Nobel prize winner of Economics in 1979), Albert
Hirs Chman, Raul Prebisch, Ragnar Nurkse, and
Rosenstein Rodan among others. In fact, outpouring
of fundamental ideas and models at that time
was such that, as Hirschman was to remark later,
Development economics did much better than the
object of its study, the economic development of the
poorer regions of the world, (Hirschman 1982, p.372).
The books and essays of these economists were
compulsory rading in economics honors classes.

A Myanmar economist, Professor Hla Myint of the
London School of Economics arrived on the scene
somewhat later. But, he was one of the very first
person to notice the emerging trends in Asia between
high growth economies and low growth economies.
In an article in the mid 60s that was to become well
known among development economists, Dr. Hla myint
drew comparison between the high performing
outward-looking Southeast Asian countries such as
Thailand and Malaysia and low performing inward-
looking countries such as Myanmar and Indonesia.
Hence, was born the concept and terminology of
inward-looking and outward-looking strategies of
development.
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Following Dr Hla Mying, a group of Myanmar
economists led by Dr Ronald Findlay and U Thet Tun
came to the same conclusion in a position paper
submitted at the Fifteenth Annual Consultative
Committee of the Colombo Plan Conference hosted
by Myanmar in 1967. Again the correlation between
good export performance and high overall growth
rates of stronger performers was contrasted with
poor export performance and poor growth record
of slow-growing countries, which also came to
include Sri Lanka. The message was clear. Export
oriented development strategies were in no small
measure responsible for the success of successful
Asian countries while import-substituting strategies
of inward-looking countries could be responsible for
their poor performance.

By the late 1980s the literature on Asian
development has become voluminous. But when
it came to stock taking for the Myanmar economy,
Dr Tun Wai, retired Deputy Director of the Institute
of International Monetary Fund, found lack of sound
economic management to have been chiefly
responsible for the poor performance of Myanmar
economy. Sound economic management as defined
by him includes the ability to have a correct vision of
things which are happening and to have a realistic
appreciation of what can be achieved in a given time
span; and to literally manage the implementation of
the economic policies adopted.”.

Myanmar's self-reliant policy and reluctance
to accept foreign assistance from the early 60s to
the late 70s have also been suggested by many as
one of the reasons for her relatively poor economic
performance. In contrast, newly industrializing
economics such as the Republic of Korea or Taiwan
were said to have benefited much from generous
American economic aid, especially in their early phase
of industrialization.

Non-economic factors have also been put
forward as possible causes for Myanmar’s lack of
economic growth. Among these was the insurgency
and ethnic problems that Myanmar had to face

following independence; to which the obvious and
quick rebutted could be that Malaysia had similar
problems but nevertheless overcame them. Then
again, some scholars have also suggested Myanmar’s
“cultural values” as being chiefly to blame for
Myanmar’'s lack of economic growth. According to
such scholars, Myanmar’s Buddhist values or general
view of life as being characterized by suffering and
impermanence discourage economic progress. Again,
for an effective rebutted to such hypothesis one has
merely to point out the success of Thailand, whose
culture with respect to Theravada Buddhism is very
similar to that of Myanmar.

In brief, what the Myanmar economists and
others mentioned above had done was to highlight
certain explanations or factors as being more
important than others in Myanmar’s development
process. As such, they had provided very valuable
insights, which if it had been needed, might have
changed the course of Myanmar’s economic history.
At the same time, as they were all fully aware, it
needs to be stressed that the process of economic
change is such a complex process that no one factor
by itself could adequately explain Myanmar’s lack of
economic growth. Thus, as pointed out by Ronald
Findlay in explaining the success of outward-looking
countries, export orientation per se is not necessarily
“growth-inducing”. It has to be supported by such
real determinants of growth as capital formation
and technological progress so vial for the dynamic
internal economic transformation of the economy.

Putting it more simply or in a way which could
easily be understood by a layman, the most basic
ingredient of development or the most fundamental
factor for economic growth is investment. Other
things being equal, the higher the rate of investment
the higher will be the rate of economic growth. High
rates of investment however require high rates of
savings. While external resources may be relied upon
from time to time, the surest way to finance high
rates of investment and to sustain growth over he
long run is by improving the mobilization of domestic
resources.
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In brief, Myanmar lagged behind those of more
successful Asian countries simply because of its
poor performance with regard to domestic resource
mobilization. For more than three decades Myanmar’s
saving rate has remained low and stunted relative to
both its GDP and to those of other Asian countries.
Why is the savings rate so how and remain stunted
in Myanmar? What must be done to improves its
savings rate and domestic resource mobilization?

In Myanmar, the first batch of serious studies
on domestic mobilization of savings in recent years
was undertaken by two groups of researchers in 1986.
One group, comprising of Daw Khin Ohn Thant and
others undertook the study on “"Domestic Resource
Mobilizing”. Another group, comprising of Daw Khin
Kyi Kyi and others made a detailed investigation of
“Financial Structure and the Effectiveness of Monestary
Policy (Burma)”. Both the studies are in Burmese.
Both the studies were carried out at the behest of the
Central Bank of Myanmar. Thus, the findings of
these studies (no doubt after due considerations
by the responsible authorities), were meant to be
implemented so as to enhance domestic savings and
make monetary policy more effective.

Another important and comprehensive study
on domestic resource mobilization was undertaken
by Daw Khin Saw Oo in 1992. This study under the
title of “"Domestic Resource Mobilization in Myanmar”
was carried out as a country paper for the project
organized by the South East Asian Central Banks
(SEACEN), Research and Training Centre, Kuala
Lumpur, Malaysia. The present study hopes to
complement the above mentioned studies by taking a
different approach. The approach taken in this study
is to view resource mobilization as an issue about
medium term growth involving the consideration of
not just the factors directly affecting savings, but a
wide range of interrelated macroeconomic variables
determining the performance of the economy
as a whole. In other words, we see most of the
problems of enhancing savings as having to do with
macroeconomic conditions.

But, first it should be remembered that savings
are a residual from income and consumption.

Hence, factors determining the level or the rate of
consumption by implication determines the level or
the rate of savings. In other words, savings theocries
constitute mirror image or images of consumption
theories. On the basis of these theories, studies of
saving in various developing countries have identified
a number of quantifiable determinants. These include
amongst others, the absolute level of current
income and the rate of growth of real income, the
dependency ratio, the real deposit rate (the nominal
deposit rate minus the inflation rate); and the ratio of
total money supply to GDP, which is regarded as an
indicator or the level of financial development. Some
of these factors such as income and dependency ratio
relate to the ‘ability to save’, some, such as interest
rate and inflation, to the ‘incentives to save’, while
others, such as the level of financial development
including financial institutions and instruments, to
the ‘opportunities to save’,

Now, coming back to the factors determining
the (low) savings ratio in Myanmar, it cannot be
denied that low rates of savings in Myanmar are
to some extent due to its low income. Unlike the
reforms which were carried out within the framework
of a command economy, the reforms that were
undertaken following the adoption of the market-
oriented economy were more fundamental and
widesweeping. Apart from the Foreign Investment
Law, there were many other reforms. These include
reforms of the financial system which ushered in a
spate of private banks and representative offices of
foreign banks: tax reforms, including replacement of
the former Commodities and Services Tax Law by the
Commercial Tax Law in 1990 so as to broaden the tax
base; interest rates reform, and so on. However, they
failed to raise the savings ratios to the leve! attained
in the earlier period, call it period one.

An examination of the savings ratios in the
previous period in the light of key macroeconomic
variables may be adopted as one of the approaches
for sifting out the determinants of savings in
Myanmar. the growth rate of real GDP in period one,
which is the period between 1976-77 and 1985-86,
at 5.6% per annum, was significantly higher than
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in period two, the period between 1986-87 and
1996-97, at 2.4% per year. Therefore, on the basis
of both permanent income hypothesis and life-cycle
hypothesis of saving, one may expect a higher rate of
aggregate saving in period one as compared to two.
The standard life-cycle saving model, associated with
the works of Modigliani, Brumberg and Ando (MBA),
has young income earning households saving during
its working years to finance consumption when
they retire. It also assumes that each household
consumes all its resources over its lifetime. That may
not be so. However, even assuming that to be the
case and that no household saves over its lifetime,
aggregate saving will still be positive, provided that
there is positive growth in real GDP. That is because,
with positive growth in real GDP, lifetime resources of
young savers exceed those of old dissevers. Moreover,
the higher is the rate of economic growth, the richer
is the current generation compared to the previous
generation. Hence, even a relatively modest saving
effort by this current generation for outweighs the
generation. Hence, even a relatively modest saving
effort by this current generation for outweighs the
dissaving of the older, retired generation. In other
words, the higher the rate of growth of income, the
higher the saving ratio.

The two period had also two very different rates
of inflation. In period one, inflation was contained on
the average at around 5 or 6 per cent per annum, In
period two, on the other hand, the average annual
rate of inflation was about 23 or 24 per cent. The
direct effect of inflation is lower real interest rate
(nominal interest rate-inflation) and therefore, lesser
impact of any increase in nominal interest rate.
High inflation with nominal interest rate ceilings, as
in period two, cause real interest rates to become
negative and financial assets to be less attractive to
hold. As a result, there could be withdrawal of funds
from the banking sector and disintermediation, a
process referred to as financial repression. Not only
that, households may decrease savings and increase
consumption of luxury goods or buy real estate.
Moreover, when real interest rates are negative
existing funds for productive investments may not
be allocated efficiently as the market price rationing

system is not at work, and further more there is
no incentive to use capital efficiently. For example,
excess capacity is costless, so plants, roads and
bridges may be built with far more excess capacity
than required for immediate use.

Another important difference between the
two periods is with regard to budgetary deficits.
Period one had a relatively lower budgetary deficit
(as per cent of GDP) than period two. A government
deficit reduces domestic savings directly. A budgetary
deficit also reduces saving indirectly by inducing and/
or fueling inflation. Financing the deficits through an
expansion in money supply directly abet inflation.
From another point of view, a government deficit
fuel inflation by competing with the private sector
for scarce invertible funds. Thus, as Fry has noted,
the “relationship between government deficits and
inflation in the Asian developing economics is no
coincidence”. (Fry 1991, p.26)

So far we have been looking at differences
in some of the key macroeconomic variables between
the two periods which could account for the better
saving performance of period one with the object
of finding out the determinants of savings behavior
and savings ratio in Myanmar. There are however,
other factors whose effects are either ambiguous
or could have enhanced the saving efforts of period
two rather than period one. And one of these is the
net factor income from abroad (NFIA). NFIA were
negative before 1988/89 came to be positive from
that year onwards. Another factor which could have
had a lesser unfavourable effect on savings in period
two as opposed to one, is the dependency ratio-those
under 15 years to age and over 60 years of age as a
share of total population. Again, on the basis of the
life-cycle saving theory, it has been hypothesized that
the larger the number of children and/or dependents
in the household, the higher will be the ratio of
consumption expenditure to income. Therefore, the
fact that dependency ratios in Myanmar declined
from 78.47 per cent in 1985/86 (representing period
one) to 69.66 per cent in 1996/97 (representing
period two) means that the unfavourable effect of
this factor could be lesser in the latter period than in
the former.
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The above considerations have brought to light
the following factors as possible determinants of
saving in Myanmar. They are:

- level of income,

- relative effectiveness of measures

of promote savings,

- growth rate of real GDP,

- rates of inflation,

- nominal and/or real rates of interest,
- budgetary deficits,

- foreign savings,

- dependency ratio, and

- degree of financial development.

It must be admitted that there are still other
factors, such as export earnings, that we have not
been able to incorporate in our discussion so far. And
that is, as some scholars have correctly questioned,
whether Myanmar has the ability to save any more
than it is doing at present.

According to the results of the regressions
over the period 1976/77-1990/91 by Khin Saw Og,
permanent income, per capita GDP, real interest rate,
level of exports, and total financial savings were found
to be positive and significant; and the consumer price
index and dependency ratio negative and significant.
The expected result was the relationship between
the saving rate and the growth rate of real GDP
which proved to be insignificant (Khin Saw Oo 1993,
pp.264-265).

According to Weerasekera’s study, nominal
interest rates, exports, dependency ratio and foreign
savings explain about 86 per cent of variation in real
savings in Myanmar. All coefficients are statistically
significant at the 1 per cent level; and all coefficient
except that of foreign savings have the correct signs.
The most interesting result of Weerasekera’s study
was the fact that Myanmar savers respond more to
nominal rather than real interest rates. As in Khin
Saw 0o’s study, we found the relationship between
GDS and permanent income, per capita income, level
of exports and total financial savings to be positive

and significant. All coefficients are statistically
significant at the 1 per cent level. Then again, as in
her study we found the consumer price index and
the dependency ratio to be negative and significant.
In addition, we also found the relationship between
GDS/GDP and export / GDP ratio to positive and
significant.

In addition, we found the relationship between
GDS and nominal interest rate rather than real
interest rate to be positive and significant at the 1 per
cent level. This result, it may be recalled, is the same
as Weerasekera and very important. We also found
the relationship between GDS and GDP growth rate
and potential GDP and foreign savings ratio to be
significant. The former result confirms the life-cycle
hypothesis while the latter result, again, is the same
as that of Weerasekera. The unexpected result was
the negative and significant relationship between
GDS/GDP and financial development (as proxied by
the ratio of M3-M1 to GDP).

Nevertheless, withthe supportfromtheforegoing
discussion we may still conclude that-

Myanmar has the ability to save more, and that
gross domestic savings in Myanmar are positively
correlated with per capita GDP; permanent income,
as measured by a 3-year moving average of nominal
GDP, and aggregate savings in Myanmar are positively
correlated. The higher the growth of GDP the greater
the changes for mobilizing savings; the higher the
interest rates, both nominal and real, the greater the
volume of savings; budgetary deficits and inflation
are bad for savings; savings are inversely related to
dependency ratio; increase in foreign savings have a
positive influence on aggregate savings in Myanmar.

Myat Thein
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Resumption of Official Development Assistance (ODA):
Views from Myanmar’s

Perspective

Introduction

1. 'The bold moves taken by President U
Thein Sein that initiated the process of political,
economic and social reforms over the past months
and the positive response from many key members
of the international community to these moves have
brightened prospects of increased resource flows
into Myanmar from abroad. Such flows may be public
(official) or private and bilateral or multilateral. The
flows can also take place on commercial (hard) or
concessional(soft) terms.

2. Financial flows on easy or concessional
terms have been provided to the poorest countries
for some time. A good example of this is the official
development assistance (ODA)? provided by both
bilateral and multilateral donors. ODA consists of
foreign aid that comes in the form of grants —that
do not require repayment — and soft loans that have
easy repayment terms. For instance, the World Bank
has a member organization called the International
Development Association (IDA) which was set up in

1 Chief, Economic Advisory Unit; President’s Office; &
Chief, Centre for Economic and Social Development
(CESD), Myanmar Development Resource Institute
(MDRI), Yangon.

2 According to the Development Assistance Committee
(DAC) of the Organisation for Economic Co-operation
and Development (OECD), a soft loan must have a
“grant element” of at least 25% to qualify as ODA.
Please see DACGlossary of Key Terms and Concepts
[www.oecd.org/dac/glossary]. What grant element
means and how it is calculated are given in ANNEX I, of

this paper.

U My'mt

1960. It gives ODA - both grants and soft loans -
to poorest countries. Soft locans from IDA can have
a repayment period of 50 years, which includes 7
years grace period (years in which the principal of
loan does not have to be repaid), and interest rate?
of 3 percent (that is 0.0075%) per year. A good way
to find out more about ODA is to look at how IDA
provides this form of assistance.

(i). IDA sourcesand uses of funds

3. World Bank gets money for lending to
member countries by borrowing on the financial
markets of the world. To get such loans the Bank has
to pay commercial interest rates. Hence this source
of getting money cannot pay for concessional loans
by IDA.

4, Therefore, IDAgets funds to do its work
mostly from contributions received from rich
countries among its 172 members.Two other
members of the World Bank Group —World Bank
and International Finance Cooperation (IFC) — also
make contributions to IDA. These contributions are
made every three years in what are called IDA fund
replenishment rounds. Several developing countries
such as China, Republic of Korea, Egypt and Turkey,
that were receiving soft loans from IDA have now
become donors to IDA. In the last round - round
number 16 held in 2011 — 52 countries contributed
US$ 49.3 billion to IDA.?

3 Because of its very low rate, IDA does not call this inter-
est rate. Instead, it is called “service charge.”

4 The Asian Development Bank (ADB) also has a “soft
loan window” called the Asian Development Fund
(ADF). Thirty-two ADB member countries contributed
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5. Countries with per capita GDP less than US$
1,175 in 2012 are considered to be very poor and
are eligible to get soft loans from IDA.> Today there
are 82 countries in this category, of which half are
in Africa. Of course, in earlier years the per capita
GDP to qualify to get IDA loans was much lower.
Nevertheless, with passage of time, the per capita
GDP of some developing countries exceeded the
limit set at that time to qualify to get loans from IDA
and these countries have “graduated” from the IDA
lending list. So far 36 countries have graduated. On
the other hand, 8 countries most of them in Africa,
after graduation cannot keep up the level of per capita
GDP beyond the limit and are therefore put back on
the IDA lending list. Asian countries that graduated
and year of graduation are as follows: Republic of
Korea (1973), Thailand (1979), Philippines (1993),
India (1994), China (1999), and Indonesia (2008).

(if). ODA inflows varied experience

6. Total ODA inflows into developing countries
from all sources, amounted to US$ 140.7 billion in
2011.% Of this amount, $93.6 billion came from
members of the Development Assistance Committee
(DAC)’ of the Organization for Economic Cooperation
and Development (OECD), $39.1 billion came from
multinational organizations and $8.0 billion came
from non-DAC countries. In 2011, ODA receipts
by Myanmar and its low income neighbours are as
follows: Bangladesh ($1,080 mil.), Nepal ($892 mil.),
Cambodia ($792 mil.), Laos ($397 mil.), Bhutan
5 1t is more correct to say per capita Gross National In-

come (GNI) calculated with the Atlas method of the
World Bank that came to US$1,175 in 2012. However,
to keep matters simple, we won't bother with that.
6 ODA data are obtained from www.oecd.org.

There are 26 members at present in theDevelopment
Assistance Committee (DAC). They are as follows:
Australia, Austria, Belgium, Canada,Czech Republic,
Denmark, European Union, Finiand, France, Germany,
Greece, Iceland, Ireland, Italy, Japan, Korea, Luxem-
bourg, Netherlands, New Zealand, Norway, Portugal,
Spain, Sweden, Switzerland, United Kingdom and Unit-
ed States.

($144 mil.), and Myanmar ($376 mil.). These figures
show Myanmar’s ODA receipts in absolute US dollar
amounts, except for Bhutan, is the lowest. However,
Bhutan has a very small population of 762,000. So if
we look at ODA receipts in per capita terms for year
2011 we get the following results:® Bhutan ($189),
Laos ($63), Cambodia ($55), Nepal ($29), Bangladesh
($10), and Myanmar ($6). Hence, Myanmar’s ODA
receipts have been very low compared to its low
income neighbours, both in terms of absolute US
dollar amounts as well as in per capita terms. This
Myanmar’s status as a very low recipient of ODA is
going to change in a big way in the near future. There
will be large ODA inflows into Myanmar from DAC
and non-DAC members as well as from multilaterai
donors in the years ahead.

7. However, it is important to bear in mind that,
especially at this initial stage of Myanmar’'s greater
re-engagement with the donor community, the
resumption of ODA flows, even if they were to come
in substantial amounts, might not by themselves,
help to improve the welfare of the ordinary people
of Myanmar - particularly welfare of the large
majority of poor people at the bottom of the income
scale. A World Bank policy research report entitled
Assessing Aid: What Works, What Doesn’t, and Why?*
in reviewing the organization’s fifty years’ experience
with development assistance, observed that foreign
aid performance at different times and different places
has ranged from highly effective, totally ineffective
and everything in between. Hence, I believe it wili
be useful for us, at this time, to give consideration
to what Myanmar must do on its part to make ODA
effective and to ensure the enhanced re-engagement
brings outcomes satisfactory both to us and to the

8 Population data to calculate per capita ODA are obtained
from www.geohive.com. These popuiation figures are
as follows: Bangladesh (152.4 mil.), Myanmar (60 mil.),
Nepal (31 mil.), Cambodia (14.4 mil.), Laos (6.3 mil.),
and Bhutan (762,000).

9 World Bank, Assessing Aid: What Works, What Doesn't,
and Why (New York: Oxford University Press, 1998).
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donor community.Obviously, making effective use of
aid also depends on how the donors go about giving
this aid and in what way the donors and Myanmar
together make use of the aid. This more general aid
effective issue is not taken up here but will be dealt
with in another paper. As for this paper, as stated in
its title, it looks at ODA from a Myanmar perspective
- meaning what Myanmar must do to make ODA
inflows support reforms and promote inclusive and
sustained growth in the country.

(iii). Potential benefits from ODA: Lessons from
road racing

8. A useful way to consider how external
aid could assist Myanmar's economic and social
development is to think in terms of road racing.
To win a road race four things are required: a
powerful engine, a smooth track, a skillful driver,
and good team-work. In the case of an economy,
sound policies provide the powerful engine. Good
infrastructure together with high-quality economic
and social institutions constitute the smooth track.
The skillful driver is a leader who inspires confidence,
is blessed with sound judgment and managerial
capabilities to run the economy in an efficient and
effective manner. As for team-work it hardly needs
emphasis. In a road race it can be pretty dramatic.
We see men in blue overalls scurrying all around
the race car when it enters the pit stop — changing
tyres, refilling the fuel tank, tinkering with the engine
and so on. Without them you are out of the race.
Thus foreign aid can help a country if it does these
things: assists in formulating and implementing good
policies, provides technical assistance and finance
to help build infrastructure and institutions, imparts
training to improve human capacities to perform tasks
in @ more productive way, and help reduce tensions
among key players and promote trust and good-will
among them to enhance cooperation in undertaking

US$ 38.7 billion by July 2012 to ADF and 29 countries,
including Myanmar, are eligible to receive grants and
soft loans from this Fund.Please visit http://www.adb.
org/site/adf/overview

the nation building task. Perhaps, this last point that
has to do with national reconciliation and promoting
team-work among major players in the country is a
crucial challenge facing Myanmar at present.

9. For Myanmar and other poor countries,
it may be desirable to take account of two other
factors. These have to do with figuring out where we
are at present in the race, and the nature and state
of the car we are driving. Let us consider these in
turn.

(iv). State of the car: Ford Popular Sedan 1950
model

10. Let us begin with the car. At the start of the
race in Myanmar, sixty years ago, we were driving
the state-of-the-art, and top-of-the-line, Ford Popular
Sedan, 1950 model. Our flashy car was envied by
many, both near and far. We were tipped as the most
likely country to reach the finish line and successfully
industrialize well ahead of others in the region.

11. In the course of the race over the past half
century, our neighbours became able to afford better
cars through good ideas, diligence and hard work on
their part. They switched models and from about two
decades ago began zooming around in Mitsubishi
Pajeros. But we prefer to do things our way and opted
to stick to our Ford Popular 1950 model. Obviously,
after sixty years on the road, obsolescence has set
in and there has been considerable wear and tear.
However, we repainted the car several times, so it
retained its sleek and shiny good looks. In addition,
a pair of new halogen head lights and alloy wheels
were installed. These did nothing to improve the
car’s performance, but it did make some of us feel
good and contributed to a sense of satisfaction and
well-being.

(v). Rough ride

12.In recent years, the going has become
rough and the ride in the Ford Popular, to put it
kindly, has not been comfortable. The passengers
in the back seat are often dazed and bruised by
constant buffeting and being bounced around in their
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seats. Not much imagination is needed to figure out
the problem, and any taxi driver will confirm it for us,
that this problem has to do with the shock absorbers,
which due to overuse, abuse and neglect over all
these years, have ceased to function. In addition, the
whole suspension assembly has fallen apart, as it has
outlived its useful economic life by several decades. A
cursory glance through the window reveals that the
road is full of pot holes and strewn with boulders.
Besides, we are running out of gas. While we are
making the best of a bad situation and suffering in
silence, we are told the ride, in fact, is as smooth as
silk. This is self- deception. It is clear that while this
delusion is being imposed on us, no amount of foreign
assistance or anything else, will help to overcome the
ills that most people believe are afflicting the nation.

(v). Sins of omission and emperor’s new clothes

13. Nevertheless, that not all was well was
admitted by Dr. Maung Maung, the last President of
the Burma Socialist Programme Party (BSPP) regime.
In assessing the outcome of BSPP stewardship of
the nation and the economic consequences of the
Burmese Way to Socialism, Dr. Maung Maung made
the following observations:

“As I have written earlier, we were all to blame.
We failed. We had our opportunity to make Myanmar
into a land of peace and plenty, but we made a mess
of that opportunity. But much of the failure was in
omission — in pretending everything was alright,
in making false reports and saying sweet words,
knowing full well all the time that things were going
wrong.

One of our failures lies in the Myanmar habit of
arnade — feeling bad about hurting or embarrassing
people. To a degree it is a good habit, for it makes
for consideration for others and civility for which the
Myanmar people are deservedly famous. However, in
its name many sins of omission are also committed.
What should be said goes unsaid; what should be
done is left undone. Lack of moral courage can be
disguised under its cloak.

A feeling of fatalism, or karma, of whatever
will be will be can also be added to arnade, which is
probably a typical Myanmar trait. [...] Thus, feelings
are pent up — irritations, frustrations, anger. Over the
years they gather into a storm.”®

14.Many Burmese would probabiy have
reservations with regard to Dr. Maung Maung's
interpretation and analysis of circumstances leading
to, and events that took place, in the 1988 upheaval
in Myanmar. However, his remarks about the sins of
omission and his suggestion that we were all to be
blamed for the mess and failure to make Myanmar into
a land of peace and plenty, should be given further
thought and consideration by the people of Myanmar,
although with a qualification. The qualification has
to do with the fact that Dr. Maung Maung might also
have mentioned that the regime, with which he has
long been associated with, does not take kindly to
expression of views that is at variance with its cwn,
The airing of opinions that diverge from the official
line is looked upon as unpatriotic and traitorous, or
worse, and as deserving punishment appropriate for
such seditious behaviour. This factor, in combination
with Burmese feelings of arnade and preoccupation
with karma, has contributed to the reluctance of the
people of Myanmar to act in accord with the dictates
of their conscience and to express views in a free and
frank manner, although they also knew full well all the
time, that things were going wrong and the situation
was just the opposite of what the official rhetoric
expected them to believe. They see little alternative
other than to let Dr. Maung Maung pretend that, like
in the well-known fable of our childhcod days, the
emperor’s new clothes were of the finest material and
the top of fashion in the realm. The era, of course,
had its dissenting voices. But these were few and far
between, voices in the wilderness, which were
harshly silenced — until 1988 when the storm broke.

10 Dr. Maung Maung, The 1988 Uprising in Burma (New
Haven: Yale University Southeast Asia Studies, 1999),
p. 134.
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(vii). Economic adviser’s job, and need for more
honesty and less self-censorship

15. Dr. Maung Maung’s comment about “what
should be said goes unsaid; what should be done
is left undone” is a matter that has bothered me
over the years. I believe that members of the
economic profession, to which I belong, have greater
responsibility than others to draw attention to
misconceived ideas and flawed policies that in the
past have led the country down the road to ruin, so
that future generations do not think too unkindly
of us. The predicament is far worse for those
members of the profession who act as advisors to
governments. For example, the economist Ashok V.
Desai, on reflecting upon his short stint as advisor to
the Government of India, noted that:

“An economic advisor’s job is to tell as it is
and advise as he sees right. But the basic instinct
of the government is political survival. To tell it as it
is would be treason if the facts give ammunition to
the opposition, and to advise what the government
should but cannot do would point to its impotence.” *

16. The Burmese people, like people all over
the world, believe things can be better. But it has
to be realized that no society can get something
for nothing. Bringing about change for the better
involves costs and sacrifices. Thinking unpleasant
thoughts and saying and doing things that may not
please everybody form an element of this cost. But
it should not be an unbearable cost, or a binding
constraint. Because the alternative course of action
- to say nothing, do nothing, and to put on one’s
best face and pretend with the powers-that-be, that
everything is fine, although burning with anger and
frustration inside, has high costs and will lead to
disastrous consequences as elaborated in Dr. Maung
Maung’s book.

11 Quoted by Deena Khatkhate in a review of Ashok V. De-
sai’s book, My Economic Affair (New Delhi: Wiley East-
ern Limited, 1993). The book review appeared in IMF/
World Bank, Finance and Development, March 1995,
vol. 32, no. 1.

17.1 make no pretense at having any special
insight into Burmese national character, culture
or traditions. However, Myanmar is primarily a
Buddhist country and as far as I am aware, humility,
compassion, understanding, tolerance, forgiveness,
gentleness, compromise, conciliation, moderation,
and pursuit of truth and reason are virtues that a
Buddhist is expected to hold dear. Regretfully, not
much of these are in evidence these days. I believe we
would gain a lot of domestic as well as international
prestige and recognition if the fundamental precepts
of our religion are more appropriately reflected in the
conduct of our national affairs, and not confined to
the performance of rituals and merit-making deeds
that are steeped in our customs and beliefs. I also
believe that the people of Myanmar must try harder to
be more forthcoming and to put forward independent
thoughts and ideas, not in anger or frustration or to
criticize or to blame, but as good Buddhists in the
pursuit of truth and reason, in moderation, and in
an objective and tolerant way, so that better results
can be achieved in the efforts currently underway to
establish a modern developed nation.

(viii). Living in a fantasy world

18. A Buddhist monk from Myanmar is stated to
have observed:

“[T]he truth is, those pro-democracy people
abroad and the Western governments have their own
fantasy as to what things should be like in Myanmar.
They probably even have a fantasy as to what things
are like in Myanmar now. Thus, when they look at
Myanmar, it is always from their perspective. They
don't pay attention to what we really want and how
we want things to be. We have become the victims
of their fantasies.”?

12 Kyaw Yin Hlaing, “Will Western Sanctions Bring down
the House?’, in John H. Badgley (ed.) Reconciling Bur-
ma/Myanmar: Essays on U.S. Relations with Burma;
NBR Analysis, Vol. 15, No. 1 (Seattle, Washington: The
National Bureau of Asian Research, March 2004); pp.
73 - 85.
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19. A very perceptive monk. He will probably
agree that pro-democracy people abroad and Western
governments are not the only ones fantasizing about
the Burmese condition. The powers-that-be in the
country also have their own fantasies about Myanmar.
Such fantasies cover not only about what things are
like in the country now, but also about how things
have been in the past and how things will be in the
future. So, in addition to becoming victims of foreign
fantasies, there is the more worrisome prospect of
Burmese becoming victims of their own fantasies.

20. Hence, going back to the car again, it may
be desirable to begin by fixing the dials, gauges
and meters on the instrument panel that are
not functioning properly. The speedometer looks
particularly suspicious. We know from experience
that a car of this vintage cannot be speeding along
at the rate the speedometer seems to be showing.
If it does, there is danger of the engine overheating.
Unfortunately, the thermostat has broken down
so there is no device to warn us of this danger. In
the meantime, someone has covered up the fuel
gauge with a piece of paper. May be it would prove
embarrassing if passengers in the back seat notice
that the gas tank is empty and the car is running
on its emergency fuel reserves. To add to our woes,
the mileage indicator got stuck several years ago.
So although we are aware the car is in motion,** we
are unsure of the direction it is heading, have no
clear idea of the distance that has been covered, and
are mostly in the dark as regards the miles we have
to go and the years we must put up with, to reach
the finish line. This is not a good situation for any
participant in a race to be in. Hence, fixing the dials
and gauges and improving the quality and availability
of our statistical indicators, data and information
seems like one area that deserves priority attention
at the present time. It also appears to be an area
that holds high promise for foreign aid, and technical
assistance in particular, to have a significant impact.

13 Some say there is a sensation of motion because the
car is rolling downhill.

21. For foreign assistance to help us, and for that
matter, for us to help ourselves, we must be honest
with ourselves. And the first thing that is required for
greater honesty will be to make a frank and objective
assessment of where we are at present in the road
race, as well as to make a thorough inspection of the car
to ensure its road worthiness to convey us to the offidally
stated objective of where we want to go— namely, to
become a modern developed nation that will stand
shoulder to shoulder, proud dignified and tall, with
our neighbours and others in the developed world.

(ix). Moving forward

22. Once an official admission and declaration is
made on the need to fix the economy, the next step
will be to come forward with some workable ideas
and proposals with respect to what exactly are the
things that need fixing and how to go about fixing
them. For present day Myanmar, this should not be
too difficult. But before we embark on such a task
three conditions are essential and must be fulfilled:

o First, there must be a clearly expressed
desire and mandate from the powers-that-be, that
they would like to have a frank and objective review
and analysis of what ails the economy and practical
recommendations and proposals of what can and
should be done to address the difficuities;

* Second, the authorities must give assurance
that they will give serious consideration to the
recommended proposals, measures and courses of
action; and

= Third, after careful review of the proposals,
the authorities must agree to take concrete action
and must guarantee that they will marshal the
required political will and commitment to implement
the recommended measures, to the extent that
resources and capacities in the country permit.

23. After considering the state of the car and
giving some thought as to where we are at present,
the next step will be to adopt measures to get us
to the finish line and become a modern developed
nation.
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24. 1t is not difficult to think of areas of current
concern for Myanmar where a dose of foreign aid
and some sound advice from neighbours and experts
from international organizations and the developed
world can be expected to do a lot of good. These
come readily to mind:

(a) Establishingandmaintainingmacroeconomic
stability;

(b) Increasing  reliability,
accessibility of economic and social statistical
information;

timeliness and

(c) Promoting inclusive and sustainable growth
through inclusion of the poor and environmental
considerations in mainstream development;

(d) Establishing good governance;

(e) Building physical as well as economic,
social, and legal infrastructure;

(f) Devoting greater attention to education and
health and evolving an effective social protection
system and social safety-nets for the disadvantaged
and vulnerable segments of society;

(g) Moving away from a resource dependent
economy by better resource management and
transparent and accountable budgetary practices
relating to extractive industries as well as by
increased effort to promote structural transformation
of the economy;

(h) Decentralization by granting regional and
local authorities greater decision-making authority
and increased autonomy in mobilizing and use of
resources;

(i) Reintegration into the regional and global
economy through enhanced trade, investment and
economic cooperation; and

(j) Fighting corruption.

25. Through their enquiry into what works and
what doesn't with development assistance, the World
Bank Policy Research Group found out that aid works
when the following conditions are satisfied:

e First, the timing of aid is important. If donors
come forward with aid at a time when a recipient is
making a genuine and determined effort at economic
reforms, then good results are achieved;

e Second, although money is important,
giving only money is not good. Giving aid in a mix of

money and ideas (or know-how) is more effective;
o« Third, the country  must

demonstrate that it has the capability to manage its
affairs and can make effective use of aid.

recipient

26. In light of the above, the ball is in our court
to make sure that the resumption of ODA flows
into the country are put to good use and benefit all
our people. To achieve this, we will have to do the
following:

¢ First, we will have to ensure that we are not
suffering from any self-delusion. On the contrary, we
need to show that we are realistic, practical and hard-
nosed and that we want aid to be need-driven rather
than donor-driven. Hence, we will come forward
with concrete proposals concerning our needs, give
justification for desirability of donor support for them,
and will also provide convincing arguments why we
believe they will contribute to our economic reform
and restructuring process;

e Second, we will acknowledge that over
half a century since we gained independence, it has
not been lack of resources, but rather misconceived
ideas and flawed policies that have been our
undoing. Hence, although money is important, at
this stage we are also interested in getting from the
donor community and our neighbours relevant ideas,
expertise and knowledge about better and more
efficient ways of doing things that will help improve
the well-being of all our people. We want not only
ideas, but support that will enable us to translate
these ideas into concrete action; and

« Third, we will also have to make sure
that we have got rid of the constraints, hang-ups,
confused ideas and misdirected policies that in the
past have made us incompetent and ineffective, and
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are ready to demonstrate that we can put our house
in order, can manage our affairs, and can deliver the
goods.

27. 1 believe that more than at any other time,
we are now in a good position to take on the three
challenges noted above. However, these are very
formidable challenges. The problems they pose have
been built up over decades. Many areas they cover
are strewn with land mines.

28. At present a lot of internal and external
pressures have been exerted on us to rush headlong
into these areas for all sorts of reasons. But we
will have to be realistic and make our best efforts
to resist these pressures and move forward at a
pace, in a time frame, and in a manner that we feel
confident are reasonably cautious, well thought-out
and planned, within our capacity to deliver, and that
meets our strategic concerns.

ANNEX |

GRANT ELEMENT
CALCULATION

Concessional (soft) Loan

Calculating grant element: $ 100 million loan, 15 years repayment, 5 years grace and 1% interest

Principal = $100.00 Repayment = 15 yrs., Grace = 5 yrs. Interest = 0.01
E Loan amount Principal Repaid Balance to repay Interest paid  Total repaid

End year 1 $100.00 $0.00 $100.00 $1.00 $1.00
End year 2 $100.00 $0.00 $100.00 $1.00 $1.00
End year 3 $100.00 $0.00 $100.00 $1.00 $1.00
End year 4 $100.00 $0.00 $100.00 $1.00 $1.00
End year 5 $100.00 $0.00 $100.00 $1.00 $1.00
End year 6 $100.00 $10.00 $100.00 $1.00 $11.00
End year 7 $100.00 $10.00 $90.00 $0.90 $10.90
End year 8 $100.00 $10.00 $80.00 $0.80 $10.80
End year 9 $100.00 $10.00 $70.00 $0.70 $10.70
End year 10 $100.00 $10.00 $60.00 $0.60 $10.60
End year 11 $100.00 $10.00 $50.00 $0.50 $10.50
End year 12 $100.00 $10.00 $40.00 $0.40 $10.40
End year 13 $100.00 $10.00 $30.00 $0.30 $10.30
End year 14 $100.00 $10.00 $20.00 $0.20 $10.20
End year 15 $100.00 $10.00 $10.00 $0.10 $10.10
Grand Total $100.00 $10.50 $110.50
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Commercial (hard) Loan

Principal = $100.00 Repayment = 15 yrs., grace = 5yrs. Interest = Al
ng_r Loan amount  Principal repaid Balance to repay  Interest paid Total repaid

End year 1 $100.00 $0.00 $100.00 $10.00 $10.00
End year 2 $100.00 $0.00 $100.00 $10.00 $10.00
end year 3 $100.00 $0.00 $100.00 $10.00 $10.00
End year 4 $100.00 $0.00 $100.00 $10.00 $10.00
End year 5 $100.00 $0.00 $100.00 $10.00 $10.00
End year 6 $100.00 $10.00 $100.00 $10.00 $20.00
End year 7 $100.00 $10.00 $90.00 $9.00 $19.00
End year 8 $100.00 $10.00 $80.00 $8.00 $18.00
End year 9 $100.00 $10.00 $70.00 $7.00 $17.00
End year 10 $100.00 $10.00 $60.00 $6.00 $16.00
End year 11 $100.00 $10.00 $50.00 $5.00 $15.00
End year 12 $100.00 $10.00 $40.00 $4.00 $14.00
End year 13 $100.00 $10.00 $30.00 $3.00 $13.00
End year 14 $100.00 $10.00 $20.00 $2.00 $12.00
End year 15 $100.00 $10.00 $10.00 $1.00 $11.00
Grand total $100.00 $105.00 $205.00

Grant element: Total repayment under soft loan/Total repayment under hard loan = 110.5/205

= 53.9%

U Myint
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Objective UNIT-IV: INDUSTRIAL PROJECT APPRAISAL

The objective of this paper intends [i] to provide
knowledge to the students on the basic issues such
as productivity, efficiency, capacity utilization and
debates involved in industrial development; and [ii]
to give thorough knowledge about the economics of
industry in @ cogent and analytical manner.

UNIT-1 : FRAMEWORK OF INDUSTRIAL
ECONOMICS

Concept and organization of a firm—Ownership
control and objectives of a firm—Passive and active
behavioroffirm-Size, Growth, Profitability, Productivity,
Efficiency and Capacity Utilization — Concept and
measurement — Role Industrialization in Economic
Development — Factors for and against industrial
development.

UNIT-II : INDUSTRIAL LOCATION AND
REGIONAL DEVELOPMENT

Determinants of Industrial Location — Technical,
economic, infrastructural and other factors — Theories
of industrial location — Weber, August Losch,Sargant
Florence — Development of Backward Regions —
Government Policy and approach for the development
of backward regions — Recent Programs for
Development of Backward Regions.

UNIT - III : INDUSTRIAL STRUCTURE AND
INDUSTRIAL PRODUCTIVITY

Alternative Patterns of Industrialization -
Hoffman'’s hypothesis of capitalisticeconomies —Simon
Kuznet's interpretation — Industrialization and planned
economies — Cheney’s Patterns of industrial changes
~ Industrial Productivity in India — Labor Productivity —
Factors influencing the labor productivity — Productivity
Trends in India.

Classification of Industries— Industrial Policies and
Industrial Legislations in India — Role of Public and
Private Sectors — Recent Trends in MNC and LPG, FDI,
and Joint ventures — ssues in Industrial Proliferation
and Environmental Preservation — Pollution Control
Policies — Project Appraisals — CBA — CB — NPV — IRR
— Industrial Sickness.

UNIT-V: INDUSTRIAL FINANCE

Owned, external and components of funds - Role,
nature, volumes, types of institutional finance - IDBI,
IFCI, SFCs, NIDC, SIDCS, UTI, LIC, General Insurance
Corporations and Commercial Banks—Financial
Statement Analysis.
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" Khin Khin Thein

Whither, Myanmar?

Today is time singular and spectacular, in the
coincidence of the 90th anniversary of the Department
of Economics as a department of the historic Rangoon
University, and its 50th anniversary as a department
of the Yangon Institute of Economics, with the
advent of Myanmar’s incipient transition to both a
decentralizing economy and hopeful conversion to
democracy. Never in the past 40 years have there
been so much goodwill on the part of the world’s
nations towards the once pariah-like Myanmar nation,
or Myanmar people so straining for the rule of the
people by the people for the people. Not only, also, has
Myanmar, a full member of the fast integrating ASEAN,
matured to hosting and officiating as chairperson at
the 2014 24th ASEAN Summit, 47th ASEAN Foreign
Ministers Meeting (AMM) and 12th November 2014
annual summit meeting of the ASEAN held inMyanmar,
butisalso a prospective member of the 2015 scheduled
AEC, ASEAN Economic Community having far reaching
effects of free movement of goods, services,
investment, skilled labour, and capital between the
member countries.

Inaddition to being amember of severalimportant
multilateral, regional and bilateral trade and economic
cooperation agreements including the establishment
of the world’s third biggest free trade area- ACFTA
between the fast-developing China and ASEAN, and
TIG- between ASEAN and India, another prospective
world’s largest free trade areas, Myanmar has been
reinstated since July 2013 into the GSP-Generalised
Scheme of Preferences/ EBA-scheme temporarily
withdrawn by the European Union in 1997. At least
$6 billion of Myanmar’s international debt has also
been waived.

Indeed, in the international economic scene,
never has prognosis been so good. On the domestic
front too, there is relief from the repressive jacket of
the years before despite the problems dire, old and
new, that still curse the nation.

Media, despite all the still existing constraints
upon their freedom with their resulting insecurity
and danger, have nevertheless enough voice now
to holler where necessary at the government’s flaws
and activities, and to cover more comprehensively
the plight and needs of the people; to help people-
opinion to persuade the current President U Thein
Sein to stall government’s Myitsone project even if for
the duration of his office-term, and even championed
the part or complete confiscation of their land
holdings and any disproportionate reimbursement
for their loss by a few government ministries and
private companies both indigenous and foreign.
The existence of the hundreds of journals and daily
newspapers, of every hue, size, thickness, gloss, color,
language and news content, attest to that.

Whatever the layout of the political land for
possible transition to democracy, however slow or
swift, there are nevertheless welcome signs of the
vast, almost incomparable difference in ecc-politico-
socio conditions in Myanmar today and in the past
thirty years. The very visits past and current of the
incumbent American president Obama, to this once
forsaken, isolated, insular nation indicates Myanmar’s
metamorphosis into a fairer, more colorful political
chameleon than it was even two years ago. This
sentiment does not of course preclude the existence
of the so obvious, still glaring political and other
needs for further all-round improvement that still
harass the life of Myanmar people today.
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From the point of view of an economist,
economics being a discipline blessed or burdened
with the unenviable ability to come up with more than
one opinion to an economist, the economic weather
is too nebulous to forecast, except to venture that
the prognosis seems good, and should be good, with
all the benefit of internal and external helping hands,
and the goodwill and perseverance of Myanmar
hungry for progress, given law and order reigns,
with rule of transparency above all, minimization of
nepotism and cronyism, and cronyism, and sound
macroeconomic management at all levels, both
government and private. Perhaps then, we may---no,
we must, gain not mere “trickle down” to the masses,
but the all-important, people- centered, “inclusive
growth”. The task ahead is formidable. Perseverance
alone will win the day.

With that truest of truths stated, it is perhaps
not too optimistic to point out some of the happily
prevalent facts.

Myanmar tourism is booming, tourists wearing
their goodwill towards Myanmar on their shirt-sleeves,
many even quite at home in Myanmar dress, both
male and female, and some speaking fair Myanmar
Language; one could without closer attention easily
mistake them for Myanmar. Bagan and other places
of sightseeing interest enthrall foreign visitors,
despite a regrettable, sorrowful mishap that however
could not deter their flow; the country abounds with
welcome visitors as never before.

Of course, tourism in Myanmar has a long way to
go yet to be on par with many other Asian countries.

Foreign Investment laws have been enacted,
though much may still be needed to perfect them for
fair deal, incentive and efficiency for both Myanmar
and foreign investors, the hitherto state arbitrarily
determined rate of exchange replaced by a managed
floating exchange rate system to attract foreign
direct investment quintessential to any developing
economy. There is still need for alignment with still

existing other rates. Courage, caution and acumen are
need to follow the historic exchange rate correction
policies of Vietnam, and to be strong enough to cope
with changes in exchange rate fortunes such as
the recent exchange rate depreciation in Malaysia,
Thailand, Indonesian and the Phillipines. Changes
in capital flows also pressuring central bank to raise
domestic interest can dampen rate of growth. FDI
policy can be best meaningful in a context of suitable
capital market, sound macroeconomic management,
and appropriate exchange rate policy, not losing sight
of Myanmar sovereignty. FDI is not all.

As to the wheres and size of investment,
extreme care is needed to assess amongst other
things, both production and market potentials.
Seemingly attractive zero import-tariff abroad on an
export product may in the context of tariff structure
be hiding the true tariff rate. Structural changes
based on such misconceptions can only hurt the path
of development. At present, Myanmar’s economic
growth accelerating to 5.5 per cent in fiscal year
2011-12, was expected to reach 6.3 per cent in
2012-13 to be shared amongst rising population. At
present, we can only speculate: “whither, Myanmar?”

Much more of course can be said, and
perhaps should be said, but this, here, is enough. It
is time or writhing footage enough here to conclude
this note, written in dedidcation to and honoring my
parents and former Economics sayas and sayamas
indigenous and from abroad, living and deceased,
as a methusalahic former student of Economics at
Rangoon University, to honour the 90th anniversary
of the Department of Economics as a department
of the historic Rangoon University, and its 50th
anniversary as a department of the Yangon Institute
of Economics. May in truth we live.

Khin Khin Thein
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A Note on Loss of Value of
International Aid Money
for Nargis Victims
from FEC Conversion

-

scientific investigation’.

&

“"There is no such thing as fortuitous event. There always
must be the underlying cause. This conviction underlies all

Eric Roll: History of Economic Thought

ﬁ\

4

U Kyaw Oo (Bangkok)

The Foreign Exchange Certificate (FEC) is a
pseudo US dollar issued by the junta government of
Myanmar in 2005 following the footsteps of China.
Though China has abolished the use of FEC long ago
after a short experiment, the two-step system of
exchange through FEC was used in Myanmar (until
April 2011).

Officially, one FEC is equal to one US dollar.
US dollar is fixed to Myanmar kyat (k) through an
artificial accounting unit called Special Drawing Right
(SDR) issued by IMF and one SDR is officially fixed
at k 7.8050. SDR is the fiduciary money the value of
which is determined as the weighted average of five

major national currencies including US dollar.

However, since the exchange rates among
five major currencies vary from day to day in the
international financial market, the rate of exchange
between US dollar and Myanmar kyat correspondingly
vary from day to day centering around k 6 per one
US dollar which must not be construed as a variable
exchange rate between dollar and kyat officially.

FEC was initially introduced for three target
groups--foreign tourists who must compulsorily
exchange 300 US dollar on arrival for 300 FEC (this
regulation is no longer required after the fixed
exchange rate system was abolished), foreign
companieswhich came toinvestin Myanmar when they
are required to buy local goods and services as well
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astopay salaries to local staff members working in their
companies, and foreign missions and their local
employees who are paid in US dollar. FEC is needed
because the sale of any foreign currency for local
currency in the open market is prohibited by law while
the sale of FEC for kyat is sanctioned by law. However,
the shop owner has the right to refuse accepting
payments in FEC. Nonetheless the ultimate result
is the appearance of the parallel foreign currency
market. The existence of this market is unofficial
and hence the transactions of foreign currency take
place in the black market. In order to open foreign
currency account at Myanmar Foreign Trade Bank
by depositing FEC the holder of FEC must give 10%
tax to the MFTB authorities. Therefore, normally the
exchange value of FEC is less than the exchange value
of the real US dollar in the open market. At times the
exchange value of FEC went up higher than that of
the real dollar in the domestic market because prices
of some commodities and services such as petroleum
. diesel oil, fuel oil and installation of telephone lines
were fixed in FEC and in cases of some commodities
like petroleum goods, there were no quota limitation.
The FEC prices of those scarce goods were fixed at the
level lower than the equilibrium market prices when
FEC prices were implicitly imputed in local currency
kyat so that it would be profitable to buy the scarce
goods and services in FEC and resold them in the
black market. The law of economics caught up and
create abnormal situation of FEC value higher than
the real dollar value. [An elementary knowledge of
economic theory together with the following market
equilibrium condition will enable one to understand
the argument. In equilibrium in a domestic market,
implicit kyat price=market price in kyat; implicit
kyat price=price in FEC x k/FEC. After allowing for
transaction cost in the purchase of goods and

services in FEC and assuming reciprocal convertibility
between FEC and real doliar, FEC price must be fixed
commensurate with market equilibrium price. If FEC
price is fixed below equilibrium price of dollar (after
allowing for appropriate discount), FEC price will go
up resulting in kyat/FEC>kyat/real dollar and vice

versa.]

The abnormal situation of FEC value higher than
the value of real dollar cannot be maintained in the
long run due to development of several factors in the
economy of Myanmar. Apart from the production and
sale of narcotic drugs, the foreign currency earnings
has increased from the increase in the exports of
oil, gas, teak, beans and other resource intensive
products. Also the Myanmar economy became
increasingly interwoven with the world market (even
though haphazardly) that the buying and selling of
non-traded goods were implicitly evaluated at the
free market exchange rate between the US dollar and
Myanmar kyat known locally as dollarization.

The development of these factors had rendered
the use of FEC an unnecessary distortion. By the
time the Nargis cyclone-induced foreign currency
funds flowed into the country, the role of FEC as
an instrument of facilitating the inflow of foreign
currency paled into insignificance. That was why,
there had been a gap of kyat 200 in the exchange
values between one FEC and one US dollar in June-
July 2008.

The two reasons underlying the continued
use of FEC as a medium were to circumvent the
imperative responsibility of the government to solve
the outrageousiy distorted fixed exchange rate policy
and also to prevent the private holdings of doliars
by individuals. The existing system benefits the
individual junta members and the junta government.
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Two examples will suffice. While ordinary people
were paying round about kyat 1200 for one US dollar,
a junta member can acquire one US dollar for 6 kyat
legally; a Myanmar national living in Thailand must
pay the fee of baht 12, 000 in order to obtain a new
passport because the official exchange rate is 1 kyat
= 3 baht and the application fees is fixed officially at
kyat 4000 while the rate of exchange between the
two currencies in the free market was 1 baht= 35
kyat.

This note will be concluded by pointing out
the two undesirable consequences entailed from
the failure to correct the wide gap between the
fixed official exchange rate and the free market
rate. The first consequence is that a large amount
of transactions in the economy took place at the
market exchange rate. From the point of view of
law enforcement the transactions were not legal.
Hence it must be concluded every market participant

References:

was a law breaker as the transactions took place
in the gray area of the foreign exchange market.
The second consequence is that, in order to stem
the accumulation of kyat deposits by international
aid agencies in the Yoma Bank which is owned by
an entrepreneur who in no way is a crony of the
power elite and also to divert the flow of funds from
international aid agencies to government owned
and semi-government owned banks, the bank
supervision authorities of the government instructed
all commercial banks to strictly follow the deposit
ceiling rate fixed by the authorities. But in reality, the
government owned and the semi-government owned
banks were given the de facto waiver. A discriminatory
policy in bank supervision breeds crony capitalism
even if the policy enforcement was not intentional.

U Kyaw Oo (Bangkok)

1. Junta profits growing from gap in value of cash and FEC, by Min Lwin (The Irrawaddy, 8 July 2008)

(Bi-Weekly Eleven News, No. 14. Vol. 1, 2008)

(7Day News Journal, 28 August 2008.)

Some banks refused to accept deposit exceeding two million kyat in one account, by Nwe Yin Aye

Aid agencies advised to use bank transfers, by Thet Khaing (The Myanmar Times, August 18-24, 2008.)

FEC value increase as government permitted users to buy fuel oil with FEC, by Arr Man

Myanmar after the cyclone: Crony charity; big business to the rescue? (The Economist, June 21, 2008.)
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10mics of Growth

Prosperity

In retrospection, the whole of the half of the 20%
century was dominated by preoccupatio of the world’s
nations on choosing sides between the two isms of
capita\iism and communism. Under the influence of
the political ideology, wars were fought, economic
territories raided, several groupings formed, common
markets established, changes in social institutions,
economics institutions and financial institutions
witnessed, Great Depressioin cropped up because of
the conflict between the poor and the rich countries,
the first World War and the second World War were
fought and their formidable legacies experienced,
World Bank, International Monetary Fund and Asian
Development Bank and several other international
Monetary Fund and Asian Development Bank and
several other international agencies came into being
mainly to help rehabilitate from damages of wars and

natural disasters.

Such were the preoccupations and events during
the first half of the 20" century. However, a distinct
change in the scenario of the world’s events took
place during the second half of the century. This time
the focus was on the choosing of systems, economic
systems: state-managed economic system or market-
organized economic system. One note-worthy
event was that during 1940s when independence
was given to several countries, many of these new
independent practiced state-managed
economic systems using central economic planning,

nations

or socialist economic planning. Scarce resources both
financial and raw materials and deteriorated domestic
situations at that time justified the use of social
and economic planning controlled by the central
government. The socialist planning systems adopted
by many countries functioned successfully. Many
centrally planned economices in those days did quite
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well and the economic performances reflected the
social uplifts associated with the educational, health,
economic disparity, standard of living, equitable
income distribution and political stability. However,
after functioning with vigour and vitality for 25-30
years as though it has reached its destined fate the
socislist economic planning system surprisinglyg had
become unfunctionable and came to a grinding stop
in all socialist countries simultaneously. By late 1980s
it had become clear that the only way to choose for
those countries was market-based economic system.
Obviously, and simultaneously, proposition from the
adoption of public choice theory for the management
of national economy was already widespread. In the
same later part of 1980s, Dr. Buchanan was awarded
with Novel Peace Prize for his book titled ‘Market’
Freedom and the State’, in which he had elaborated
the theory of public choice and the superiority of
market to controlled and central planning. His ideas
had a tremendous effect worldwide and helped pave
the way for the replacement of socialist planning by
market-based economic system in many countries of
the world.

Around that period, it so happened that the fall
of the Berlin Wall in 1989 may have proved once
and for all that capitalism (market economy) in
better than communism (planned economy). But the
need for settling the debate about which model of
capitalism is the best was stilll hanging in the air. To
be exact, the argument about whether the American
model will still continue to outperform all other
countries, or instead be pushed aside in the midst of
economic prosperity by a rival.

There indeed was a threat in 1970s. It was from
the East, as described by an economics professor in
his book “ Japan as Number One “. After just one

decade, by 1990s, the continental European model
seemed to be catching up with America’s model.
Now again the distinct threat is rising in the East
judging from the rise of India and China. They were
mentioned as such in Steve Hamm’s “Bangalore
Tiger: How Indian Tech Upstart WIPRO is Rewriting
the Rules of Global Competition” and Ted Fishman’s
“China Inc: How the Rise of the Next Superpower
Challenges America and the World”,

The argument on whether it is Good Capitalism
or Bad Capitalism at least helpfully enables to move
from focusing on competing national models to
the underlying structures thate shape the relative
effectivness of the different sorts of capitalism. There
are three economists, including William Baumol the
leading thinket about the economics of innovation
and Robert E. Litan and Carl J.Schramm who have
written on “Good Capitalism and Bad Capitalism”
and successfully indentified four main varieties of
capitalism.

First, state-guided capitalism, in  which
government tries to guide the market, typically by
supporting certain industries that it expects to be the
leading ones. Second, oligarchic capitalism, in which
the bulk of the power and wealth is held by a small
group of individuals are carried out by established
giant enterprises. Third, big firms guided capitalism,
in which the national economy is under the influence
of big corporations. Fourth, enterpreneurial
capitalism, in which a major role is played by small

and innovative firms.

All four of these models of capitalism recognize
the right of private property ownership. And this
is the only thing that four have in common. It is
noteworthly that there is not a single country that
has exactly any one of the models mentioned. What
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is commonly found is that in most national economies
there is some blend of at least two models. Moreover,
national economies keep changing the blend over
time, and with the change, the performance of the
economy varies. After the fall of communism, in
less than two decades, Russia is said to be already
moving rapidly from practicing oligarchic capitalism
to an authoritarian state-guided capitalism. It is said
that neither of these two Russian models are the best
producers of growth, at least in the long run. From
the experiences of the countries, oligrachic capitalism
is the worst perfromer; whereas state-quided
capitalism can work well for a short time, especially
when the econom is in a catch-up mode, as Japan
once was. According to those ecnomies, over time
it has reversed its seemingly inevitable long-term

decline and produced a “productivity miracle”.

Nowadays a change is inevitable, and the
possibility of change is at the heart of the four varieties
of capitalism. For the most part, these economists are
skeptical about the plausible claims that the growth
rates of economies are largely predestined by culture
or geography. From the experiences of the nations
around the world, it is said that there are no quick
fixes, but over time the right policies can make a big
difference, as can the wrond policiesk. Developing
countries can also learn from these experiences.

It is said that currently, the continental Europe
and Japan are dominated by bit-firm capitalism that
they can even increase the role of entrepreneruial
capitalism, by learning from the incremental approch
to reform of China. The economists said that America
is in the danger of stifling its own enterpreneurial
capitalism through the same increased regulation
and risk-aversion that led to the dominance of big-
firm capitalism in America in the 1960s and 1970s. If

s0, not as a result of any external threat, but through

its own fault.

Theidentification of the four varieties of capitalism
is definitely the latest product of the three pioneering
economists, one of whom is an 89-year-old William
Baumol who happened to be our teacher through
his economics text books when I was an Economics
Honours student cum a tutor in 1964 at the Institute
of Economics. I still remember our Rector Saya U Aye
Hlaing (deceased) who always made a reference of
go through Baumol’s economics. (There are now in
Yangom our two other most revered teachers Saya U
Shein and Saya Ronald Findley arrived here only days
ago from America, to whom we own a great deal of
gratitude for all our achievements in attaining up to

this level of Economics Profession).

Now that I am forturnate again to have
learnt that the most importand and currently used
worldwide ideology, capitalism which is the center-
piece of market economic system is an inteilectual
property of our old teacher Sir Baumol. As soon as [
havr come across the new innovative idea of the right
mix and blend of different varieties of capitalism for
successful national economic development, I have
the strong urge to convey the precious message to
those who really are at the helm to steer the national
economy to the desired destination.

K.Myint

Ref: The Economist, July 2008.
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Portrais of Some Economists

I Knew

e

U THET TUN

)

My first encounter with and so-called dismal
science of economic was at Kyoto Imperial University
during WW II. On admission the first question I was
asked was what kind of career I was contemplating
after studies. In admiration of my mentor Tatsuo
Tagami who prevented the diehards in the Japanese
Occupation Army from banishing the teaching of
English as the language of the anemy from schools
in Myanmar, I happened to mention educational
administrator. I was told that all administrators in
Japan must study law, and herefore I was sent to
Govermnmet branch of law Deparment where again
the two economic Disciplines of Economic Theory and
Applied Economices were compulsory. I cannot recall
the aflame of Theory Professor but I well remember
Applied Professor Ninagawa. My surprise new no
bounds when he advocated Socialism Anonymous
with Communism in wartime Japan aflame with
nationalism. I expected him to be taken in anytime
by the Kempeitai but the roly-poly professor survived
the War to become the postwar Governor of Kyoto
Prefecture for a decade or so.

On return home after WW 1I towards the end
of 1945, I attended Emergency Unicersity Classes
(EUC) in Mogul (now renamed Shwebontha) Stress.
It was more popularly known as Parata College as it
was surrounded by many parat shops. My Applied

Economic Theory teacher U Tun Thin. As the former
soon joined lucrative service of Bombay Burma
Trading Co.ltd. (BBTCL), I lost touch with him. With
the latter at Michigan (M.A) and Harvard (Ph.D.
and Well's Prize) becoming Professor at, Yangon
U, and Director of Central Statisitical and Econemic
Department (CSED), I had kept in touch for the last
six decades. I succeeded him at CSED, while he took
over my World Bank Alternate Directorship and them
move to the International Monetary Fund Where
he became Director Asia Division at Unesco, we
exchanged visits between Washinton D.C.and Paris.
And now we are fellow directors at Tun Foundation
Bank. In social career also, we had similarities, he
becoming son-in-law of the first two Myanmar ICS
and I that of another. Dr.Tun Thin has a brilliant
mathematic mind, always two steps ahead of the

mundane like myself.

It was only when I proceeded in 1946 to
Yangon U, then situated BOC College plus the
lecture hall huts between Pyay and Tegaung Hails
that I met Professor Dr.HlIa Myint just returned from
UK where during WW II he figured among the first
ever batch of Myanmar Ph.D.s. However I failed to
study under him because prewar university students
were allowed to do the Bachelor’s course in one year
and I therefore switched to Political Science) from
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tougher Economics. However I was able to make
acquiaintance with his Applied. Economics when in
1951 when he came on a sabbatical as Economic
Adviser to the planning Ministry where I was working
as Research Officer. Again in 1959 when he became
Rector of Ru, he found time to hold weekly economic
seminars, I was regular participant as head of CSED.
Since I have already written about Saya Hia Myint in
my Bilingual Essays, it will suffice to say here that he
is still he is still the best known Myanmar economist
in the World.

When I came back from UK at end 1950 and
took up the exalted position of Partime Tutor in the
Economics Department in early 1951, the acting head
R.S. Sundrum let me lodge in his spacious quarters
of deputy warden at Willington Hall. Since I was then
preparing for the B.SC.(Eco) examination, I could not
have wished for a better coach, because Sundrum
is a born teacher, Starting the day with his excellent
Madras coffee, I swotted all day and soon passed
the examination with flying colours. I was able to
requite his hospitality when he visited Washington
D.C. in 1953 where I called on Saya Hla Myint at LSE
and remarked that Sundrum is a theprist whereas
his colleague Ko Aye Hlaing (KAH) is an Applied
man, Saya showed ma a voluminous manuscript
on Applied Economics that Sundrum had sent him
for editing. Later when KAH showed me the printed
book, I discovered that Sundrum had gone through
over 500 existing treatises on economic development
and had summarized them in a clearner form than
the original. 1 was astouded by his industry as well
as by his talent for clarification.

oOn return of KAH and later of Sundrum, I
formed with them an Economic Trio on the campus
when economists were still a rarity. Sundrum would

propound a theory, KAH would apply it to everyday
economic life, and I would provide the relevant
political background. I have written separately
about the first Rector of the Institute of Economics
elsewhere and therefore I will merely reiterate here
that KAH uncomplainingly served the academia and

his students ilke no other teacher I knew did.

In the early fifties at the Ministry of National
Planning we received a group of economists from
Oxford Institute of Statistics mostly manned by
wartime refugees among whom [ remember
industrial economist Kurt Mandelbaum, and national
income statistician (Burma-born) Peter Ady. On their
heels came census specialist Philip Hauser of Chicago
U. and fiscal economist Everett E. Hagen of Michigan
U. Two eccentricities 1 noticed about the atter are
his way of writting producing one draft after another
as he contemplated on the subject and his way of
thinking by which he attributed he lag in economic
development of Myanmar to the lack of toilette
training of Myanmar children. Perhaps his mechanical
theory and pracice led him to MIT on departure from
Myanmar, Then came Robert Nathan of Americans
for Democratic Action (ADA), renowned rator and a
great believer in national accounting. He left behind
in Myanmar his deputy Lou Walinsky who thought his
Peinceton background entitled him to behave like a
poa.Britishahib. To his credit he produced a tome on
Economic Development of Burma in the fifties and

proved loyal to some of his Myanmar fiends.

Way back in 1950 when I was a lecturing tutor
in the embryonic Economics Department at RU, there
was a student in my class who answered the roll-
call to a monk’s name. Looking up I saw someone
in yellow robes and fearing religious lese majeste,
immediately decreed that 'Sir’ be dropped from roll-
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call answers forthwith. A few months later, graduated
as well as derobed, KO Khin Maung Kyi came to me
for a state scholarship. In view of his leftist learning
past, I suggested he go to Yugoslavia to study
management of public enterprises which were then
mushrooming in Myanmar as well. He accepted my
suggesstion but came back a few days later asking
if he could go to Harvard for a M.B.A instead.
When he came back from Harvard Business School
convinced of the virtues of market oriented economy,
the Revolutionary Council in Myanmar was already
launched on the Burmese Way to Socialism. After
sometime he went to Cornell for his Ph.D. Teaching
at RU and formulating brilliant economic theories a
professorial chair of research was created for Dr.Khin
Maung Kyi (DKMK). The swings in his intellectual
mood always at variance with the authorities, DKMK
left for abroad finally landing at National University
of Singapore where he founded a Business School.

Succeeding DKMK as Research Professor at RU
was Ronald Findlay. Portly and slow in carriage as
well as in speech, his brain however worked so fast
that he easily gained a Ph.D from M.LT. He now
teaches international trade theory at Columbia and
according to Saya Hla Myint is the most successful

economist export from Myanmar.

Also according to Saya Hla Myint, the two best
untrained economists whom he taught in 1950 were
U Chan Aye and U Kaung Tin. The former left for
politics for sometime and on return was made advister
at National Planning where I made his acquaintance.
The best and most prolific writer of economics in
Myanmar language, he writes under the pseudonym
of Maung Soo Zan or Mr. Inquirer. On the other hand,
U Kaung Tin of graduation joined service at National
Planning rising to Deputy Director (Economics)

at Central Statistical and Economics Department
(CSED). When CSED was servicing the Budgetary
Committee in the late fifties and early sixties, U Kaung
Tin produced the most incisive budgetary analyses
which have never been rivalled since. Among the
most active contemporary economists in Myanmar,
I wish to single out two boyhood friends (in India)
Dr. Maung Myat and U Myat Thein. The former took
a doctorate from Berkeley, taugh for a few years at
RU, headed the Economic Divesion of Ministry of
Foreign Affairs (MOFA) for a time and joined UNIDO
and ESCAP in Bangkok, retiring after 18 years of
UN sercive. As a result of his teaching experience,
he now writes most succinct and incisive economic
and social analyses of the country. The latter after
Cambridge and Warsaw returned to RU eventuaily
rising to Rector of the Institute of Economics. After
prematurely retiring from the top academic post,
he nom writes articles books, both at home and
abrad. To the best of my knowledge, he is the most

competent economic historian of Myanmar.

Among the bankers, the most active in econamics
in Dr.Sein Maung, Chairman of the First Private Bank.
After an honours edgree in Commerce from RU and
a PH.D. in Public Administration from New York U.,
he has seen service in the Ministry of Finance and
the banking world to which he has been sending

economic signals often igonored.

U Thet Tun
Director General, CSO (Retd.)
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In the 20 century two competing economic
systems namely command economies directed by
a centralized government and economies based
on private enterprise, have provided very different

danswers.
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Market economies are by their very nature,
decentralized flexible practical and changable.

The central fact about market economies is that
there is no centre.
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By following their own sell-interest in open
and competitive market, consumers, producers and
workers are led to use their economic resources in
ways that have the greatest value to the naticinal
economy at least in terms of satisfying more of
people’s wants.
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Adam Smith was the first great classical
economist and among the first to describe how

an economy based on a system of markets could
promote economic efficiency and individual freedom.
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Anyone who wants to enjoy more of the material
goods and services produced in a market economy
faces strong economic incentives to work hard,
spend carefully, and save and invest.
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