

















-6 - Burma's Recent Experience

Jjute, sugarcans, cotton, and tobacco is being increased to replace imports
of these itemss

Burma is now again virtually self suificient in petroleum products
and may soon have a surplus for export as it did prewar.

Internsl finance

Wnile Burma has reduced considerably the magnitude of its budget
deficits by cutting expenditure, its revenue system remains inflexible and
uncertain, Too great dependence is placed on profit from the rice monopoly
and on customs duties as revenus sources., The former has declined with the
price of rice and the latter has been impaired by the restriction of imports
to conserve foreign exchange, Burma needs, but has been reluctant to
consider, both new tax measures and administrative improvements of the
existing revenue system; it also needs to economize an ordinary Government
expenditure in favor of investment outlay., Gradual progress is being made in
this latter direction,

Burma's budget deficits have been financed primarily by the sale
of securities to the Central Bank with consequent large increases in the
private money supply - over 20 per cent in 1955, Little has been done to
draw private saving to the development program because government securities
are not at present attractive to private investors. The Industrial
Development Corporation (ILC) plans to offer the securities of such enter-
prises as the jute mill and the sugar factories for public sale after these
enterprises have become established but this will not be for several yearse
Burma's socialist Government is gradually becoming aware of the need for
private capital and for offering sufficient inducements to atiract this
capitale It also hopes through joint ventures with foreign firms to gain
experience in organizing and operating complex industrial processes.

An encouraging step in widening the scope for private investment
in Burma is the IDC loan program which has met with an enthusiastic response
from small firms of all typese. To date the IDC has been able to offer loans
only against equipment to be imported on Japanese reparations account; if
the program can be broadened to cover equipment from other countries it will
be even more popular, The IDC program is in nucleus an industrial bank
which if expanded can help overcome the credit shortage for private industry
in Burma,

Summary and conclusions

Mcst of Burmats recent difficulties are attributable to trying to
proceed too rapidly and on too broad a front with indusirialization and to
relying overmuch on inflationary methods to finance its programs In slowing
down its capital expenditures and reexamining projects in terms of their
near term contribution to foreign exchange earnings or savings, the country

should also get more productive investment and fewer problems of organization
and administration.
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‘ It will take Burma much longer to expand her economic base than
she had hoped but the expansion is likely to be more permanent and to raise
fewer future problems. Under its initial accelerated program of industrial-
ization, Burma was in danger of creating a mass of relatively inefficient
industries that could neither be properly operated nor produce efficiently
for the home market without high tariffs or subsidies. Now projects are
getting more careful review as to costs and probable profitability.

An important step has been taken by the Burmese Govermment in
orienting its development efforts more toward expansion and diversification
of export trade than toward industrialization designed to reduce imports
sometime in the distant future, This has put renewed emphasis on agricultural
improvement and on transport and has pointed up the slow recovery of mining
and logging., The traditional export industries of Burma are still the best
investment opportunitiss but much remains to be done both in improving quality
and quantity of production in these industries,

Burma has come to realize that overdependence on rice cultivation
makes her position in the world economy precarious and that diversification
of agriculture is a necessitye The chief obstacle to obtaining this
diversification is lack of an adequate agricultural extension service to
demonstrate to farmers the advantages and profits to be made from other cropse
Some effort is being made to overcome this lack but most of the crop
diversification to date has been on government projects, To change the
traditional pattern of Burmese agriculture will be a slow processe

Because of the Government'!'s socialist orientation, extensive
investment was originally contemplated in schools, hospitals and other welfare
services, Valuable and essential as these may be in the long run, they do
little to raise immediate production for export, Burma is coming to realize
that it cannot both support social services on the scale it would like and
als¢ invest in expanded production.

Burma's original plans to finance her economic development were
not realistic in that they depended too heavily on a temporary boom in the
rice market and did not take full account of the consequences of persistent
budget deficits, Too little attention was given initially to the effect of
the development program on Burma's international accounts; when this position
became critical; corrective action concentrated inflationary pressure on
prices within Burma, The Government has moved too slowly to correct its
budget position partly because of existing commitments but more fundamentally
because of unwillingness to cut current expenditure in order to concentrate on
investment,

Burma's experience also shows that difficult problems of scheduling,
expediting, and control are involved in a complex program of public invest-
ment and that these problems must be solved quickly if the program is to be
successful, Projects have been delayed overlong by the inexperience of
administrators and by the cumbersome bureaucratic procedures inherited from
a colonial Government which centralized authority,.
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_ Too little scope has been left in Burma's development plans for
priv te;ennerprlse and private capital. The Government has monop0¢ized,mnre
- lines of business than it can carry on efficiently and has placed too many
obstacles in the path of established foreign firms. As a result, there is
*litt‘“ prospect of attracting private investment from abroad in spite of
Government policy statements ostensibly welcoming such investment., The
Burmese associate private investment too closely with colonialism to see
clearly its potential benefits to themselves,

It may be questioned also whether in embracing the joint venture
with private foreign interests, the Government is taking a wholly constructive
steps In most cases, the Govermnment has little to contribute to these joint
venture agreements except its guarantee of a protected monopoly position
to the foreign partner in return for a share of the expected profits. These
can be tapped as effectively by income tax without management participation

which is merely putting further strain on Burma's limited local supply of
management talent,

Finally, Burma's ventures into industry raise real questions of
whether a socialist government can operate business activities efficiently
and competitivelys There is little ground for optimism on this score
in the record of the state enterprises to date. The SAMB and the Civil
Supplies Board have poor records for efficient operation even among Burmese
Government agencies; yet their responsibilities are being increaseds

Burma's basic resources and long run prospects for economic
development are quite good if the organization problems can be worked out
and public investment limited to fields where management competence is
availables

NOT FOR PUBLICATION






