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'THE ISSUES---

MONEY MATTERS

Is Burma’s economy soaring or sinking fast? What the government has to say about it
seems to differ significantly from the realities on the ground. Despite attempts to lure foreign
investors and the promise of an influx of foreign exchange from the anticipated export of nat-
ural gas down the road, the annual income of the average Burmese is one of the lowest in the
world, its currency loses value almost daily and the nation’s external debt is steadily increasing.
Are the hopes of a bright economic future being foreshadowed by the mounting financial dif-
ficulties presenting themselves today?

IN His OwN WORDS

For the past several months, a group of Burmese economists have been developing an eco-
nomic strategy for Burma. The goal of the group, which is made up of economists residing both
inside and outside the country, is to offer an apolitical approach for long-term, sustainable devel-
opment. In this interview with Burma Debate, Professor Khin Maung Kyi discusses the strategy, the

reasons the group came together and his views on what is needed for Burma’s economic success.

ASEAN’s CHOICE

The Association of Southeast Asian Nations (ASEAN) has made the decision to expand
from its current seven members by bringing in Cambodia, Burma and Laos this year. The vision
of an “ASEAN 10” is one held dear by many Asian leaders and has been a goal of the group for
some time. Questions remain, however: Are these three nations economically and politically
ready for membership? What will be the consequences for two of ASEAN’s key projects, the
ASEAN Free Trade Area (AFTA) and the ASEAN Regional Forum (ARF)?
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MONEY MATTERS

Waiting for Windfalls
Won't Help Creditors

ith little visible means
of support, Burma's
sick economy bumps
along. Hotels are rising
in Rangoon with more
"Drug traffickers have become the leading rooms than can be filled with tourists, while

shops sell imported liquor and other lux-

ury goods. Part of this frothy activity is evi-
investors in Burma's new market economy and dently fueled by repatriated profits from
the drug trade, but the military regime also
taps another source of funds — OPM,
Other People's Money. This hoard helps the
State Law and Order Restoration Council
money is so pervasive in the Burmese economy (known by the initials SLORC) muddle

through, even though it cannot repay over

$6 billion in other known international
| that it taints legitimate investment. Since 1988, debts. China, for instance, provides sub-
stantial undisclosed credits for purchases
of weapons. Other imports are being
financed by Burma's neighbors and the for-
eign oil companies that are its most signif-

and over half of that in Singapore has been tied to icant outside investors, Total of France and
" UNOCAL of the U.S.

B Y L OUIS K R AAR

leading lights in Burma's new political order. Drug

some 15 percent of foreign investment in Burma

SLORC has a strong appetite for money,
the family of narco-trafficker, Lo Hsing Han." but little means of repaying loans. The
chances of its new creditors getting repaid
soon, in fact, are bleak.

Like most activities of the secretive
regime, its pinched financial condition is
shrouded in opague government accounts
February 28, 1997 and misleading government statements.
SLORC's newspaper mouthpiece, The New
Light of Myanmar (September 13, 1995)
claimed that Burma "will earn about

— ROBERT S. GELBARD

U.S. Assistant Secretary for International Narcotics
and Law Enforcement Affairs
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MONEY MATTERS

Foreign
Exchangeg

Certificates Who
Really
G/

Benefit

BY KyiI May KAUNG

‘ J isitors to Burma notice that everyone, even trishaw peddlers, want to be paid in U.S.
dollars — or coupons called FECs, or Foreign Exchange Certificates. After all, the local
currency known as kyat is hyper-inflated and loses value almost daily. As one Burmese

told the author, the successful mohinga [soup with noodles] seller down the street “buys gold
every evening because she’s afraid of the money.” The FECs are an attempt by the ruling
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MONEY MATTERS
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5

of the Union of Myanmar
for 1995/96

EXCERPTS FROM A REPORT BY THE MINISTRY OF
NATIONAL PLANNING AND ECONOMIC DEVELOPMENT

Introduction

ith the return of normalcy, the State Law and Order Restoration Council had formulated the
WFour Year Short-Term Plan (1992/93 to 1995/96) with a view to accelerating social and eco-
nomic development. Due to the close coordination at the central level as well as at various levels in the
implementation of the plan, the annual plans, including the 1995/96 Annual Plan, exceeded their original
plan targets. The primary focus of the Plan had been for the realization of the set economic objectives by

giving priority to the agriculture sector, the mainstay of the economy and concurrently the development

BURMA DEBATE 9 MAR/JUN 1997
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Investment

n the 1995/96 annual plan, total investment was
Iestimated at K52,237 million while the revised
estimate was K71,728 million, showing an increase of
K19,491 million over the budget estimates and an
increase of K17,132 million over the previous year’s
level. Out of the total investment of K71,728 mil-
lion, K39,620 million or 55.2% was invested by the
State sector, K588 million or 0.8% by the cooperative
sector and K31,520 million or 44.0% by the private
sector. Total investment during the Four Year Short-
Term Plan period amounted to K194,974 million
exceeding the original estimate of K105,099 million
by 85.5 percent. According to the latest data, State
sector investment during [the] four year period
amounted to K94,536 million or 48.5%, cooperative
sector investment K4,001 million or 2.1% and pri-
vate sector investment K96,437 million or 49.4% as
against the original estimate of K41,648 million by
the State sector, K319 million by the cooperative sec-
tor and K63,132 million by the private sector.

According to the revised estimates for 1995/96,
investment by the State sector was K39,620 million
showing an increase of K18,563 million or 88.2%
over the original estimate of K21,057 million and
an increase of K13,838 million over the pervious
year’s level. State investment during the Short Term
Plan amounted to K94,536 million or an average
annual investment of K23,634 million. The increase
in State investment was mainly due to infrastruc-
tural development activities such as construction of
roads, bridges, canals and embankments, schools,
hospitals and dispensaries for economic and social
development, extension of development works in
border areas and implementation of special pro-
jects. Under the guidance of [the] Special Project
Implementation Committee, 85 special projects were
implemented with a total investment of K11,637
million during the Short-Term Plan out of which
14 projects were completed.

In 1995/96, investment by the cooperative sec-
tor was estimated at K634 million, while the revised
estimate was K588 million showing a decrease of
K46 million over the original estimate and K1,646
million over the previous year’s level. Investment
by the cooperative sector during the plan period
amounted to K4,001 million with an average annu-
al investment of K1,000 million.

12

In 1995/96, investment by the private sector was
estimated at K30,546 million while the revised esti-
mate was K31,520 million, showing an increase of
K974 million or 3.2% over the original estimate
and K4,940 million over the previous year’s level.
Investment by the private sector during the plan
period was K96,437 million, representing an aver-
age annual investment of K24,109 million.

The significant increase in the private sector
investment was due to increased inflow of foreign
investment under the Foreign Investment Law and
expansion of investment made by private individ-
uals, joint ventures and partnerships between local
and foreign entrepreneurs. Moreover, Myanmar
Citizens’ Investment Law was enacted in order to
promote domestic investment and [the] Privatiza-
tion Commission was formed to carry out privati-
zation activities systematically. Up to 1995/96, 171
enterprises were permitted to operate under the
Foreign Investment Law with an investment of
K22,917 million. Likewise, 15 enterprises were given
permission to operate under the Myanmar Citizens’
Investment Law with investment amounting to
K1,241 million.

Financial Sector

n the 1995/96 annual plan, the net services value
Iof the financial sector was targeted at K760 mil-
lion, while the performance according to the pro-
visional data was K842 million, achieving 110.8% of
the plan target and realizing a growth rate of 13.7%.
Although it is estimated to increase by 6.5% dur-
ing Four Year Short-Term Plan period, it surpassed
the target registering a growth rate of 27.8%. This
achievement was due to increased accrual of inter-
ests from loans disbursed by the State banks to pri-
vate entrepreneurs and cooperatives, wider cover-
age of insurance schemes and extensive business
operation of private banks during the plan period.

Financial programs are being extended to set
up financial and monetary systems which effec-
tively support the market-oriented economic sys-
tem and to mobilize internal and external financial
resources for expanding activities in economic,
social and administrative fields. Accordingly,
appropriate laws were enacted in line with the
market-oriented economic system. State bank
branches were established and measures were
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BURMA DEBATE

PROFESSOR
KHIN MAUNG KyYI

In His Own Words

economy. Their report, “Economic Development of Burma: A Vision and a Strategy,” was
recently presented to a select body of peers at the Center for International Private Enterprise
in Washington, D.C. Professor Khin Maung Kyi, one of the leading members of this research

I n January 1996, a group of Burmese economists began a series of discussions on Burma’s

group, speaks to Burma Debate about his views on the report.

Professor Khin Maung Kyi, educated at Cornell University and Harvard Business School, was
formerly a professor at Rangoon University, a professor of agri-business at the University
Pertanian in Malaysia and an associate professor at the National University of Singapore. He is

IN His OwWN WORDS

currently a private consultant and a senior fellow at the National University of Singapore.

15
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IN BRIEF

ROUNDTABLES

WASHINGTON, DC — The March 11
Washington Roundtable featured Katie
Redford, an attorney and activist with
Earth Rights International based in
Thailand. Ms. Redford gave a briefing
on human rights abuses in connection
with the natural gas pipeline being con-

structed in Burma.

A Roundtable was held on April 24 with guest speakers,
Fr. Stephen Curtin, S.]J., Director of Jesuit Refugee Service/Asia-
Pacific and Mr. Kavi Chongkittavorn, executive editor of The
Nation, one of Bangkok’s leading English-language newspapers.
Fr. Curtin provided an update on the situation of the refugees
along the Thai-Burma border. Mr. Chongkittavorn discussed
Burma’s entry into the Association of Southeast Asian Nations
(ASEAN).

The Washington Roundtable is co-sponsored by Human
Rights Watch/Asia, The Jesuit Refugee Service, The U.S. Com-
mittee for Refugees and Refugees International. For more infor-
mation contact Refugees International by phone: (202) 828-
0110 or fax: (202) 828-0819.

NEW YORK — A New York Roundtable was held on March
17, featuring Katie Redford of Earth Rights International.

The New York Roundtable is a periodic meeting of orga-
nizations and individuals interested in Burma. For more infor-
mation contact: Burma/U.N. Service Office by phone: (212)
338-0048 or fax: (212) 338-0049.

NEW ENGLAND — The New England Burma Roundtable is
an informal group of individuals and organizations working to
promote human rights and democracy in Burma. Meetings are
held the second Monday of every month. For information con-
tact Simon Billenness of Franklin Research & Development
Corporation by phone: (617) 482-6655 or fax: (617) 482-6179.

SAN FRANCISCO — The Bay Area Burma Roundtable is held
the third Wednesday of every month. For more information
contact Jane Jerome by phone: (408) 995-0403 or e-mail:
jjerome®igc.apc.org.

SEATTLE — The Burma Interest Group is a non-partisan
forum attended by representatives of NGOs, business, acade-
mia and other interested parties that meets monthly to discuss
Burma related topics. For more information contact Larry
Dohrs by phone: (206) 784-6873 or fax: (206)784-8150.

LONDON — The Burma Briefing was
held on April 17, featuring Martin Smith
and Graham Mortimer, both of whom
had recently returned from extensive
visits to the Thai/Burma border.

The Burma Briefing is a periodic
meeting of NGOs working on Burma.
For information contact Edmond
McGovern by phone: (44-392) 876-849 or fax: (44-392) 876-525

e
1\

HONG KONG — Information on Burma Roundtables can be
obtained by contacting the Asian Human Rights Commission
by phone: (852) 2698-6339 or fax: (852) 2698-6367.

BRUSSELS/PARIS — The NGO com-
munities in France and Belgium host
periodic roundtables in Paris and
Brussels. For more information on this
European forum contact Lotte Leicht of
Human Rights Watch by phone: (32-2)
732-2009 or fax: (32-2) 732-0471.

NETHERLANDS — A Meeting of the
Netherlands Burma Roundtable was
held on March 22. The Netherlands
Burma Roundtable is held once every
two months with the goal of updating
organizations and individuals on cur-
rent events and activities surrounding
Burma. For more information contact:
Burma Centrum Netherlands (BCN), by phone: (31-020) 671-
6952 or fax: (31-020) 761-3513.

BRIEFINGS AND DEVELOPMENTS

UN HUMAN RIGHTS COMMISSION CONDEMNS SLORC

The United Nations Commission on Human Rights passed a res-
olution condemning the ruling military regime for its continued
human rights violations. The resolution was passed by consensus dur-
ing the Commission’s annual meeting held in Geneva from March 10
through April 18. In his statement to the Commission, Judge
Rajsoomar Lallah, the U.N. Special Rapporteur for Burma concluded
that, “...the suppression of the exercise of civil and political rights is
reported to attain new heights.” Judge Lallah has not been given per-
mission by the Burmese government to travel to Burma to investigate
the situation despite repeated attempts to do so.

BURMA DEBATE 28

BONN PROTESTS VISA DENIAL

The German government registered an official protest on March
20 with the State Law and Order Restoration Council (SLORC) on its
refusal to issue a visa to a prominent German politician. Count Otto
Lambsdorff, a member of Germany’s Free Democratic Party and a
former finance minister, was denied the visa when he indicated that he
intended to meet with Aung San Suu Kyi during his visit. SLORC
informed Count Lambsdorff that his visa would be granted only on
the condition that he would not meet with members of the political
opposition.
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