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Abstract

This paper attempts to reveal the nexus between the
foreign trade and economic growth in Myanmar during 1988-
2016. In the study, empirical analysis is applied which indicate
to use Augmented Dickey-Fuller (ADF) unit root test, the
cointegration test and Vector Error Correction Model (VECM).
The cointegration test confirms that there exists a long run
relationship between the GDP, export and import and the VECM
estimation examines that in the long run, export has significant
effect on GDP with the positive while import has a negative
effect on the GDP. However, both export and import do not
significantly associate with GDP in the short run.
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1. Introduction

Foreign trade has been one of the vital activities to boost
the economic growth withal every country adopted any
economic system. It means that the sector of foreign trade is
extensively involving in economic system of countries. So, the
nexus between export, import and economic growth has
attracted the attention from both researchers and policymakers
in developed and developing countries since the early twenty-
first century.

Myanmar is one of the developing country including in
the least developed countries in the world. In 1988, Myanmar’s
politics was called the transitional period and economic system
was transformed from centrally planned economy to market-
oriented system under State Law and Order Restoration Council
(SLORC). Economic reforms were performed to recovery the
recession in different sector of economy during the socialist
period. All efforts are made to encourage the active participation
of private sectors in foreign trade and give full support in every
angle. After adopted open-economy policy since 1988,
integration into the world economy made Myanmar’s trade flow
has expanded yearly.
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Source: Statistical Yearbook, Myanmar (Various Issues)

In Myanmar, trade deficit has been over the period
between 1988 and 2001 under State Peace and Development
Council (SPDC) regimes due to adoption of import first, export
later principle and the imports of construction raw materials.
Soon, trade surplus occurred in trade balance between 2002 and
2011. The reasons were the imposition of import restriction
policy, the abolishment of import first, export later rule,
adoption of export promotion policy and cultivation and
encouragement of being able to export new items which are
termed as systematic management of foreign trade system (Nyo,
2000). The result pointed that exports were larger than imports
and trade balance signed the surplus and favorable. These trade
surpluses driven to economic growth.

In 2011, the emergence of newly elected government
also performed economic reforms in trade sector, a number of



trade and investment related laws have been revised and
amended or replaced. To adopt the managed floating exchange
rate system was dramatically increased trade volume in 2012
but, it was the increase in term of monetary value (Thein, 2004).
However, import values were much more than export values
which happened trade deficits in 2012/13. The deficits last five
fiscal years from 2012/13 to 2016/17. This was the results of
liberalization on import restricted regulations which were
imposed under SPDC  regimes  without  enough
institutionalization (Naing, 2014). The liberalization tended to
positive benefit of being able to purchase by the consumers as
much as they demanded. On the other hand, the absence of clear
and enable policy promoting exports made the condition of trade
balance to the downward trend. So, the regulations were no
encouragement for economic growth.

Figure (2) Growth Rate of GDP
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This is the government’s official measure of how much
output our economy produces. If the increase of national income
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in another words, the increase of Gross Domestic Products is the
same with the increase in exports, it means the ascending of
production of the country. It can also extend to how much
increases in the imports. Measuring GDP with imports, it cannot
be directly related. It must be described the increase in imports
as the result of the increasing in the efficiency of exports. It had
better be considered the efficiency of the exports (Maung, 2017).

Myanmar’s trade statistics indicated that in 2016/17,
export value was 15023161.2 kyats in millions while import
value was 21634352.7 kyats in millions and the trade deficit
tremendously reached about 6611191.5 kyats in millions. It
could be concerned with the trade policies. To deplete that by
applying appropriate policies on trade in order to achieve
economic growth, can improve economic conditions. Thus, this
study aims to explore the relationship between foreign trade and
economic growth may support to policymakers to determine the
sources of growth and with regard to international trade, adopt
appropriate policies.

2. Literature Review

The nexus between foreign trade and economic growth
have been explored by many economists from the various point
of views. Most of studies are applied by using various
econometric methods seek to find out the association between
foreign trade indices such as import, export and trade openness
and economic growth through one of them focus on the
relationship between the growth rate of foreign trade and
economic growth. A variety of studies presents the different
results about the relationship among them.

The effects of international trade on economic growth
focused on the empirical comparison between Portugal and



Netherlands in the period 1970-2010. This analysis was applied
ADF test and Phillips-Perron test for unit root and Johansen test
for cointegration between the variables include export, import
and GDP which are converted to the natural logarithm. Also
Vector Error Correction Model was approached. The results
provided that the variables in both countries are found the
stationary at the first differences and then Johansen
cointegration test was confirmed that there was a long run
relationship between all the variables. The results provided the
strong empirical support for Portugal, both exports and imports
play a significant role with the positive effects but for the
Netherlands, only exports showed a positive effect on GDP in
their economic growth (Antunes, 2012).

The relationship between foreign trade and GDP growth
of East China by using the collected 28-year statistical data from
1981 to 2008, this study included the modern testing methods
like unit roots, time series cointegration analysis and error
correction model for researching the causalities between the
total export and total import and GDP growth. The result showed
that there exit long term or short term causality between foreign
trade and GDP and, total export has a positive relationship with
GDP growth was the reason of GDP growth. But there was not
exit long term stationary causality between total import and
growth of GDP. Finally, this paper provided that development
of the foreign trade greatly benefits the economic development
in East China (Li, Chen, & San, 2010).

The study of the relationship between foreign trade and
economic growth in Turkey used two main methodological
approaches. Firstly, econometric analysis based on Vector
Autoregressive (VAR) model and Vector Error Correction
Model (VECM) by using the annual time series data from 1987



to 2007. This results showed that there is no significant
relationship between exports and imports and export was not
significantly impacts on economic growth while import was the
determinants of economic growth in Turkey. Second, analysis
with descriptive statistics during the period 1980-2009 found
that the composition changes in foreign trade impacts on the
economic growth in Turkey (Kahya, 2011).

The analysis as the impact of trade on economic growth
in the Czech and Slovak Republic, ADF test for the unit root and
Johansen cointegration test are applied. Also Granger causality
test and Vector Error Correction Model was approached. All the
variables are integrated the progress of order (1) and then
become stationary and according to Johansen test, there has
cointegration, that means the long term relationship among the
variables exist in both countries. This empirical finding also
indicated the important role of export in the economic growth in
both countries (Fitzova, H. & Zidek, L., 2015).

The relationship between exports, imports and economic
growth in Panama during the period 1980-2015 in which the data
are applied by secondary data. In this paper, results were that all
data are stationary at first different and there is no cointegration
among the variables. In line with VAR model estimation,
exports and imports do not have a significant probability. He
concluded that exports and imports do not effect on economic
growth and it seem as the slightly share of trade sector in
economic growth in Panama (Bakari & Mabrouki, 2017).

3. Data and Methodology
3.1) Data

This study focuses the nexus between foreign trade and
economic growth is used the annual time series 1988 to 2016 in



Myanmar. It is 29 observations. The data of foreign trade and
economic growth in the paper apply the absolute values in Kyats
millions. All data set are secondary data and are taken from
Central Statistical Organization (CSO), Ministry of Commerce
and World Bank Group.

3.2) Methodology

The following theoretical model construct to find out the
causal relationship among export, import and economic growth
which can be specified as a simple model:

GDP = f (export,import) — — — — — — — — (D

Where, GDP is the gross domestic product, export is the
value of export and import is the value of imports.

According to this equation (1), GDP is the function of
export and import. GDP is also affected by consumption (C),
Investment (1), government purchase (G) and export (X) and
import (M) based on the expenditure approach. But here, it is
needed to analysis mainly about the nexus between exports,
imports and GDP. Therefor the above mentioned three factor
such as consumption (C), investment (I) and government
purchase (G) are eliminated in this model. Besides, some of
empirical paper used another variables such as foreign direct
investment (FDI) and trade openness which also support the
powerful findings in the study of the relationship between
foreign trade and economic growth. Also it is eliminated because
the data are limit. Then, this function can be turn into a log-linear
econometric format that:

log(gdp) = Bo + B1log(export) + S, log(import) + p— ——(2)

Where, S, = the constant term (intercept parameter)
B, = the coefficient of exports (slope parameter)
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B = the coefficient of imports (slope parameter)
u = the error terms

In the empirical literature for time series analysis,
according to the data stationary which level data are being
stationary, it has to choose the fitted model to analysis about the
concept of our study. If the variables are all integrated into first
different and become stationary, author will test the
cointegration between the wvariables by using Johansen
cointegration test for more than one endogenous in this study.
Before doing this step, it must choose the lag selection. It is
importance to specify proper lag length in estimating
cointegrated system. If the cointegration relations are presented
between the variables studied, Vector Error Correction Model
(VECM) will be applied and the estimation will be based on the
VECM result. If there are no cointegration among the variables,
the Unrestricted Vector Autoregressive Model (Unrestricted
VAR) will be applied.

3.2.1 ADF Unit Root Test

Testing for a unit root has become mostly common in
time series econometrics. Cause, it allows to know the data will
be stationary or non-stationary and the results from unit root
testing make to be able to choose of the fitted model from the
chosen time series data. To examine this test, author used the test
such as the Augmented Dickey-Fuller test for the unit root. ADF
test is the extension of Dickey-Fuller (DF) test which early and
pioneering work on testing for a unit root in time series was done
by Dickey and Fuller (1976, 1979). The following are the
hypotheses in unit root test (Pesaran, 2015).

Null hypothesis There is unit root and time series are non-
stationary.



Alternative hypothesis There is no unit root and time series are
stationary.

3.2.2 Johansen Cointegration Test

A necessary step in empirically meaningful relationship
among the variables is to find the cointegration within the
variables. If variables do not have cointegration, they would not
stay in fixed long-term relations to each other. A non-stationary
time series in which the number of co-integration vectors are
determined by Johansen (1991) process base on Vector
Autoregressive (VAR) with restrictions imposed. Johansen
(1991.1995) defined the two different test statistics for co-
integration in his approach base on maximum likelihood method
which are the Trace Test and Maximum Eigenvalue Test
(Pesaran, 2015).

Null hypothesis There is no cointegration among variables.
Alternative hypothesis: There is cointegration among variables.

3.2.4 Vector Error Correction Model

VECM is the appropriate model of the strategy where the
variables are integrated in first difference level but have to exit
cointegration. The variables are cointegrated then the error
correction term has to be included in the VAR model. The model
becomes a vector error correction model which can be seen as a
restricted VAR. This type of representation separates the long-
term convergence from short-run adjustment dynamics. Because
the long run equilibrium deviation is gradually corrected through
short-run adjustments. The long-run relationship between
variables can be analyzed through looking at the co-integration
equations. Moreover, short-run relationship can be observed
based on changes of the values in VECM estimation which gives
long-run structural relations plus information on adjustment

10



(Binh, 2013). The following VECM equation is expressed with
the logarithms of GDP, Export and Import.

k-1

Nlog(gdp). = fo + ) By Blog(gdp),.
j=1

+ ) y;Alog(export),_;

i=1
k-1

+ Z &n Alog(import)_, + a(ECT)¢_4
n=1

tUyy——————————- (3)

Where, ,= the constant term

Bj, Vi, 6, = the short run dynamic coefficients

a = the speed of adjustment parameter

k — 1 = the optimal lag length reduced by lag one

(ECT);_, = the lag value of error correction term which
is residuals obtained from the long run co-integrating
relationship.

4. Empirical Results

4.1) Test for Unit Root

Table (1) shows the result of unit root with ADF test in
the level and the first difference. In line with ADF test, the
optimal lag length is done by selecting the lag with the Schwartz
Bayesian Information Criterion (SBIC). All the variables in the
level appeared to be non-stationary where all the t-statistic value
is less than the critical value at 1% significant level. Besides, p-
value is also higher than the 5% significant level (0.05). So, all
the variables are still under the conditions of non-stationary
series. But these all variables are integrated in order (1), namely

11



in the first difference and then become stationary series because
the t-statistic value is greater than the critical value at 1%
significant level in first different and also p-value is under 5%
significant level (0.05). It is concluded that all variables in this
study, export, import and GDP are stationary at the first
difference.

Table (1) Results of Unit Root Test: ADF

Level Firstdifferent
Variable
S t- . t- . Critica
statisti Pmbib'“ty statisti Pmbib'“ty I value
c c (1%)
09 | 04154 | 08933 | 52490 | 00002 | 3.6998
(GDP) ) . ) ) )
Log
0.2727 0.9724 5.0834 0.0003 3.6998
(Export)
Log
0.4166 0.9801 45887 0.0012 3.6998
(Import)

*MacKinnon-Haug-Michelis (1999) p-values. Source: Calculation

The process of cointegration is continued where the time
series are being stationary in first difference but the series was
purely non-stationary at the level, 1 (0). In order to test the
Johansen’s process, an appropriate number of time lag is
required. To do that, the VAR lag order selection criteria method
was applied. As its result in table (2), it can be used lag one or
lag five. Author used only five lags for the model suggested by
Akaike*s Information Criterion (AIC) because of using lag one
cannot be kept to continue the analysis of the paper.

12



Table (2) Results of VAR Lag Order Criteria

Lag | LogL LR FPE AlC sC HQ
0 | -105.633 NA 1715 | 9.053 | 9.200 | 9.092
1 | -42.790 | 104.7395* | 0.0194* | 4.566 | 5.1548* | 4.7220*
2 | -38.286 6.380 0030 | 4941 | 5971 | 5.214
3 | -28915 | 10.933 0032 | 4910 | 6382 | 5.300
4 | -15990 | 11.849 0.029 | 4.582 6.497 | 5.090
5 -4.389 7.734 0.036 | 4.3657* | 6.722 | 4.991

Source: Calculation * indicates lag order selected by the criterion
4.2) Test for Cointegration

Then, it is performed the Johansen cointegration test for
the variables, GDP, export and import with the four lags (k —
1 = 4) which is one lag less than VAR model. Because, the
order of corresponding VECM is always one lag less than the
VAR model.

Table (3) Results of Cointegration: Johansen Test
Unrestricted Cointegration Rank Test (Trace)

Hypothesized | Ejgen Critical N
No. of CE(s) Trace value | Probability**
value Statistic (5%)
None * 0.725545 | 42.62103 | 29.79707 00.0010
At most 1 0.305021 | 11.58967 | 15.49471 0.1777
At most 2 0.112219 | 2.856718 | 3.841466 0.0910
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized | Ejgen Max- Critical -
No. of CE(s) Eigen value Probability**
value | goovistic | (5%)
None * 0.725545 | 31.03136 | 21.13162 0.0015
At most 1 0.305021 | 8.732591 | 14.26460 0.3091
At most 2 0.112219 | 2.856718 | 3.841466 0.0910

Trace test and Max-eigenvalue test indicate 1 cointegrating eqn(s) at the 0.05
level * denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Source: Calculation
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From the above table, trace test and max-eigenvalue test
are statistically significant to reject the null hypothesis at 5%
significant level. The reason is that the value of trace statistic
and max-eigenvalue statistic are greater than 5% critical value
and their p-values is also under 5% significant level at the
number of CE(s) in none. Therefore, there is only one long run
cointegration relationship between GDP and its determinants.

4.3) VECM estimation

After determining the variables have cointegration, the
VECM is able to rum for model estimation.

Table (4) Long run result of VECM

Normalized cointegrating coefficients

Log (GDP) log(export) log(import) Constant
1 -3.899936 2.632571 -1.295864
(0.05792) (0.09769)
[-67.3311] [ 26.9470]

Note: Standard errors in () & t-statistics in [ ]

Source: Calculation

It can be analyzed the long rum equilibrium from the
above table (4). Accordingly, the equation can be express as:

log(gdp) = 1.29 + 3.89 log(export) — 2.63 log(import)

(0.05) (0.09)
[67.33] [26.94]
th———— === === (4)

Note: Standard errors in () & t-statistics in [ ]

It can be seen that the dependent variable, GDP and the
independent variables, export and import are significantly




correlated. This equation represents that if 1% increase in export
would lead to 3.89% increase in GDP and, if 1% increase in
import is associate with 2.63% decrease in GDP in the long run.
Therefore, GDP elasticity with respect to export is more than the
GDP elasticity with respect to import.

Table (5) Short run result of VECM

Dependent Var:
D (log (GDP))
Independent Var:

0.303558
Constant (0.32639)
[ 0.93005]

-0.192726
D(log(GDP)(-1)) (0.3505)
[-0.54986]

0.738019
D(log(export)(-1)) (1.1345)
[ 0.65052]

D(log(import)(-1)) -8.5%213%;1
[-0.70053]

-0.037288
CE (0.22121)
[-0.16857]

Note: Standard errors in () & t-statistics in [ ]

Results are summarized by taking only the case of GDP as dependent variable
from original results.

Source: Calculation

Table (4) presents the short run result computed VECM
estimation with the error correction. According to this table,
short run equation can be formulated as:

15



Alog(gdp): = 0.3 —0.19Alog(gdp)s—1 — 0.74Alog(export):_,

(0.32) (0.35) (1.13)
[0.55] [0.65]
—0.72Alog(import);—1 — 0.037(ECT)¢—1 + 4 — — — (5)
(1.03) (0.22)
[0.7] [0.17]

Note: Standard errors in () & t-statistics in [ ]

In line with equation (5), it can be concluded that the
dependent variable, current GDP does not depend on its and
export and import in the previous period. Because all the t-
statistic value of these independent variables is not statistically
significant. Therefore, GDP cannot be affected by export and
import in the short run. The coefficient of error correction term
is the negative sign of 0.03 which is the speed of adjustment
return to equilibrium in long run from the disequilibrium caused
of exogenous shock in short run. However, this error correction
term in this model indicates statistically insignificant and
displays the weak exogeneity. To summarize, the GDP level
cannot adjust error.

Table (6) VECM Estimation for short rum effect between
GDP and Export, Import

\Wald Test:

Test Statistic Value df Probability

F-statistic 0.101055 (8, 10) 0.9983

Chi-square 0.808442 8 0.9992

Null Hypothesis: C(6)=C(7)=C(8)=C(9)=0
C(10)=C(11)=C(12)=C(13)=0

Null Hypothesis: There is no short run causalities from export and import to
GDP.
Source: Calculation
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In the short run VECM results, according to the Wald
test, there is no evidence for the short run causalities from export
to GDP and import to GDP. Because p-value for the Chi-square
is statistically more than 5% significant level.

Table (7) Residuals Diagnostic test

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.35771 Prob. F(4,6) 0.8305

Obs*R-squared 4.62137 Prob. Chi-Square(4) 0.3284
|

Source: Calculation

Figure (3) CUSUM test
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0.0
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| — cusum —- 5% Significance |

Residuals diagnostic test is focused with Breusch-
Godfrey Serial Correlation LM test, table (7). This test shows
that the null hypothesis of no serial autocorrelation in residuals

17



cannot be rejected. Therefore, there is no autocorrelation and
serial correlation in residuals of VECM results. To confirm the
stability of this estimated model is the CUSUM test. It shows
that a blue trend line locates within the red boundary in figure
(3). Accordingly, it can be concluded that the estimate VECM is
dynamically stable.

5. Conclusion and Suggestions

This study examines the nexus between foreign trade and
economic growth in Myanmar over 1988 - 2016. The finding is;
there exit a long run relationship among export, import and
GDP. According to the VECM estimated equation, export has
positive affect to GDP that 1% increase in export would lead to
3.89% increase in GDP while the import has negative effect on
GDP that 1% increase in import is associate with 2.63%
decrease in GDP in the long run. But both export and import do
not have significant relationship with GDP in the short run.

Thus, the study suggests that export expansion promotes
the economic growth which also pointed out by Dr. Hla Myint,
Burmese classical economist who postulated that the outward
looking policy or export-promotion strategy are suitable for the
developing countries. Therefore, export promotion policy
should be implemented in the country because the export
expansion positively associates with GDP. Besides, import have
negative impact on GDP in the long run that the country should
promote production to insurance domestic needs.
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A Critical Evaluation of Myanmar’s Social Protection
Strategy

William Ford?

Abstract
This paper provides a critical analysis of Myanmar
National Social Protection Strategic Plan (NSPS), which was
developed in December 2014 and is the country’s first policy
document outlining a social protection plan. The NSPS is build
upon a set of out-of-work cash transfer programs and a
guaranteed public employment program, in addition to smaller
in-kind and conditional cash transfer benefits. These programs
will provide an important income floor for the deep poor and, if
analysis of similar programs elsewhere is any indication, will
have minimal dis-employment effect. The NSPS could benefit
from improved targeting, which will come as the government’s
administrative capacity improves. Overall, the NSPS is an
important positive step toward poverty reduction and a critical

investment in the future of Myanmar.

Introduction
Myanmar is building a social protection program from
the ground up. This process is being undertaken in a country
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with no history of providing social protection, and by the first
democratically elected government in six decades, which has
limited administrative capacity and scant financial resources.
Myanmar is classified by the UN as a “least developed country”.
It experiences frequent environmental, health, conflict-related,
or macro-economic shocks and was recently rated by the Asia
Development Bank as the country most negatively affected by
climate change among all Asian countries.” The importance of
providing protection for the most vulnerable in Myanmar
society, a basic level of financial security, and opportunities for
human capital development, therefore, cannot be overstated.

The economic conditions in Myanmar have improved
markedly since the country emerged from 60 years of military
dictatorship in 2011. Since then, the economy has grown by an
average of 7.3% annually and the poverty headcount has
dropped from 48% in 2005 to 32% in 2015, according to the
latest estimates by the World Bank." Myanmar has experienced
these gains despite minimal public investment in social
protection. International aid has been the primary source of
public goods provision during this period. And while gains have
been made, poverty remains endemic:

60% of children who start school drop out before the end of
middle school

29% of children under 5 are moderately or severely stunted
and 19% are moderately or severely underweight'

33% of household report limiting the quality of their diet
because of inadequate financial resources

17% of individuals have taken time off work in the past 30
days because of an injury or health issue
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Just 33% of households have access to electricity through the
public grid

50% of households are regularly affected by weather, income,
or health shocks"

Poverty rates vary significantly between geographic and
demographic groups. Of the 15.8 million poor in Myanmar, 87%
reside in rural areas. Children are more likely to live in a poverty
than any other age group.’ Residents of Chin State experience
significantly higher rates of poverty than all other states.
Myanmar has no gender-disaggregated poverty statistics.
Informal sector employment, where 77% of men are employed
and 90% of women, is often used as a proxy for the poverty
disparity between men and women in Myanmar since the
informal sector is characterized by lower wages and less job
security.

In 2014, the Myanmar government partnered with the
International Labor Organization, UNDP, and other
development organizations to address these challenges through
an integrated social protection program. They released the
“Myanmar National Social Protection Strategic Plan” (NSPS) in
December 2014, which is the country’s first policy document
outlining a social protection plan. The plan includes objectives,
programs, cost estimates and a timeline for deployment. The
following is a critical evaluation of the NSPS, focusing on its
poverty estimation strategy, objectives, and programs.

Status Quo
While this is the first comprehensive social protection
plan ever created in Myanmar, the government already deploys
a cadre of programs that it calls social protection programs.
Article 32 of the 2008 Constitution of the Republic of Myanmar
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proclaims that “The Union shall...care for mothers and children,
orphans, fallen defense services personnel’s children, the aged,
and the disable”." Under this provision, the Ministry for Social
Welfare has established a handful of programs that are under-
resourced and reach only a small fraction of the population.
Government expenditure on social protection amounted to less
than 0.5% of GDP in 2015, which is the lowest among Southeast
Asian nations. The existing programs are implemented by a total
of 180 social workers nation-wide, each of whom is responsible
for about 300,000 citizens. No physical infrastructure exists in
Myanmar to support these programs. The current programs
include a voucher system for pre and post-natal care that reached
just 1,346 beneficiaries in 2014; a school stipend program that
provides 1,000k (<$1) per year per student in just 11,000 schools
nationwide; elderly shelters that house 2,282 individuals
nationwide; and other programs of similar scale. Roughly 3%
of the population and 0.1% of the most vulnerable and poorest
receive any benefits."!

2014 National Social Protection Strategy Plan
Poverty & Inequality Measures

The NSPS defines general poverty as “a state where
individuals or households do not have enough resources or
abilities to meet their needs”.""" The report uses two different
poverty measures that were calculated by the UNDP in 2011: a
food poverty line and a general poverty line. Both poverty lines
use consumption expenditure as the measure of well-being. The
food poverty line is defined as the minimum expenditure
required to meet a household’s caloric requirements. The NSPS
does not go into detail about this caloric threshold or whether the
income is adjusted for cost of living or is consistent nationwide.
Using these definitions, the poverty rate is slightly lower than
the abovementioned World Bank estimates. According to these
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measures, about 26% of the population falls below this general
poverty threshold and 5% fall below the food poverty threshold,
which is 73% of general poverty. Defining poverty based on
consumption expenditure, rather than income, is a reasonable
measurement method for several reasons. It is easier to measure
in the absence of a functional tax system and in a country like
Myanmar with high levels of corruption and a large informal
sector. This measure is more stable than income and a closer
measure of permanent income. It also has drawbacks, though,
including difficulty collecting reliable individual-level
information on consumption. It also may vary across
communities and households according to consumption
preferences and differential ability to smooth consumption
through external support.

According to the World Bank, Myanmar exhibits
relatively modest levels of income and wealth inequality as a
large portion of its population falls below or just above the
poverty line. The ratio of the 50" decile to the 10" decile, for
example, resembles that of Scandinavian countries.* Like many
of its neighboring countries, though, Myanmar has extreme
outliers - individuals who control large amounts of wealth.
Current income statistics are unreliable in part because of the
sizable informal sector and prevalence of corruption and elite
capture in the lucrative extractives industry, making it difficult
to calculate an income inequality measure. The NSPS evaluates
inequality based on the difference in consumption between the
richest and poorest deciles. It aims to reduce that difference by
6%.

Analytical Criteria & Goals

The introduction to the NSPS outlines its analytical
criteria, some of which are overlapping or contradictory, and
goals, which are tied to specific empirical benchmarks. The
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criteria are: (1) complementarity with other government
programs, (2) impact, (3) equity and coverage, (4) sustainability,
(5) holistic approach, (6) addresses an individual’s life-cycle, (7)
people-centered, (8) evidence-based, (9) gender-sensitive, and
(10) flexible and adaptive. Many criteria are redundant. The
impact criterion, for example, encompasses sustainability,
holistic, life-cycle, flexible and adaptive, and evidence-based,
all of which are ways of describing an effective or impactful
program. It is also difficult to differentiate between a holistic
program and one that addresses an individual’s full life-cycle.
Other criteria are potentially contradictory. A program that
complements existing government programs may not
necessarily be the most impactful, for example. The criteria also
do not lend themselves to measurement. How, for example,
would an evaluator determine if a program is people-centered?
Furthermore, without a description of how each criterion is
weighted, it is difficult to deploy this set of analytical criteria.

A better approach would be to build a set of non-
redundant nor contradictory criteria around the base concepts of
(1) effectiveness, which considers a program’s sustainability,
and its ability to protect against extreme poverty, reduce
vulnerability, and promote individual capability; (2) efficiency,
which considers program costs, complementarity with other
programs, targeting, and effects on labor supply and demand and
prices; (3) equity, which considers distributional effects across
key demographic groups, and potential for social polarization,
stigma or ‘othering’ of recipients; (4) administrative feasibility,
including an evaluation of the potential for elite capture or
leakage; and (5) political feasibility, which considers the
difficulty to roll back social protection programs once they are
established.
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Programs
The 2014 NSPS proposes eight “flagship” programs:

1.

To promote physical and cognitive development during
the first 1,000 days of life, the government will establish
a maternal and child well-being cash transfer
program. The program will be a universal transfer of
15,000ks ($11.10) per month to eligible mothers and it
will be conditional upon mothers participating in
antenatal and postnatal health assessments. (0.32% of
GDP)

To support the well-being and social inclusion of those
with disabilities, the government will provide a universal
cash allowance of 30,000ks ($22.20) per month to
those individuals who have been certified to be
disabled. (0.24% of GDP)

To encourage school attendance, reduce child labor, and
promote childhood development, all children over the
age of 3 years old will receive a cash allowance of
8,000ks ($5,92). The allowance will be universal and
unconditional. (0.98% of GDP)

To promote the physical development of children,
encourage school attendance, and facilitate learning, the
government will implement a school feeding program
under which every school child will receive one cooked
meal per day. Program roll-out will begin with the
neediest schools and gradually scale up to complete
national coverage of all public schools throughout the
school year. (0.64% of GDP)

To smooth employment during the lean season, after
natural disasters, or after macroeconomic shocks, the
government will offer a guaranteed public
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employment program. The program will offer a daily
wage of 3,000ks ($2.22) for up to 60 days of work, which
will be paired with active labor market program such as
vocational training. (1.7% of GDP)

6. To address endemic poverty among the elderly, all
individuals over the age of 65 will receive a cash
allowance of 25,000ks ($18.50) per month. This is a
universal and unconditional benefit. (1.39% of GDP)

7. To promote social inclusion of the elderly, each village
in Myanmar will establish an Older Person Self-Help
Group that offers programs to improve the lives of the
elderly.

Messaging & Political Feasibility: The NSPS is built upon the
premise that social protection is a right. | would encourage the
government to reframe social protection, not only as a right, but
also as an investment. Recent research on the effect of India’s
guaranteed employment program, MGNREGA, and Brazil’s
conditional cash transfer program, Bolsa Familia, for example,
found that these programs generate sizable return on investment.
Increasing Bolsa Familia by 1% of GDP leads to a 2.4% increase
in household consumption¥ A 2012 study of MGNREGA
revealed that each rupee spent on the program yielded between
3.1 and 3.6 rupees of economic activity.X" A more recent study
of MGNREGA found that the $100 million program generated
$800 million in value. X" Another set of studies found that cash
transfers reduced stunting, which the World Bank estimates can
lower GDP by 2-3% annually, by 9% in Zambia, 10% in Mexico
and 7% in Bangladesh.® In short, these programs are much
more than altruism. They are high-yield investments. Not only
do they provide essential protection and consumption smoothing
in the event of a shock, they help to preserve aggregate demand
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during economic downturn, which can facilitate long-term
sustainable development.

Targeting: None of the NSPS programs are means tested -
meaning they cover all individuals nationwide who meet the
eligibility criterion regardless of income level. This comes with
costs and benefits. Targeting can be a complex and
administratively burdensome endeavor. When it is done poorly,
resources could flow to those who don’t need them and away
from those who do. To highlight the difficulty in targeting,
recent behavioral economics revealed that traditional targeting
mechanisms, which ignore factors such as bandwidth poverty,
can result in misallocation of resources.” At the same time,
allocating a benefit universally can be costly and can undermine
the equity objective of providing resources to those who really
need them. Given the complexity of accurate targeting, low
administrative ability, and widespread poverty in Myanmar,
choosing to allocate resources universally is a reasonable
approach in the near-term. As administration becomes more
sophisticated, the government may consider targeting programs
to the neediest. Approaches to targeting could include traditional
means-tested eligibility criterion such that only those below a
specific income or consumption level receive certain benefits.
Alternatively, the government could use a community-based
targeting scheme whereby local communities receive block
grants and choose how to allocate them. Many low-income
countries use proxy-means tests to determine who should
receive assistance. For example, some places determine
eligibility based on whether an individual life in a house with a
thatched or tin roof. Each approach offers a trade-off between
precision, equity, and administrative cost.
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The current set of programs addresses poverty across the
lifecycle without targeting any age group. The prevalence of
poverty across age groups justifies such an approach, but
resources could be better allocated to target extreme poverty
among children. The largest programs in the NSPS are the
pension program (1.39% of GDP) and guaranteed employment
program (1.7% of GDP). Re-allocating resources from the
public employment program, which primarily benefits the
working-age able-bodied poor, to the cash transfer program for
pregnant mothers and children (0.32% of GDP) could vyield a
greater long-term impact and be a more equitable distribution of
resources.

Notably, the highly discriminatory 1982 Citizenship Law in
Myanmar creates three tiers of citizens in Myanmar. For the
NSPS to achieve its universality and equity objectives, it must
provide universal coverage across all three citizenship
classifications without discrimination or favoritism.

Complementarity: Three NSPS programs are conditional
transfers (Programs #1, #2, and #4), whereas the others are
unconditional. One conditional program requires that mothers
receive health assessments before receiving the benefit and two
other require that children attend school to receive the benefit.
These conditions could be counter-productive if health facilities
and schools do not provide worthwhile services for beneficiaries
or the opportunity cost of traveling to school or the clinic are too
high. If, for example, a school offers limited learning
opportunity and is far from a student’s home, the student could
make a rational calculus to forego schooling and the
corresponding benefits, and choose to work. It is incumbent on
the government, therefore, to ensure that these programs are
paired with investment in the health and education sectors.
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Without doing so, the poorest individuals who face the highest
opportunity cost of attending school or clinic, may be missed by
the program.

Distortion vs. Protection: While the NSPS programs offer
limited cash benefits (see table 1 below for an illustrative benefit
schedule), the programs provide important protection against
deep poverty. The heavy emphasis on out-of-work cash transfer
programs raises concerns about potential disemployment effect.
Given that the programs are not means tested and are never
phased out, there is no substitution effect that would reduce
employment on the intensive margin. The unconditional cash
transfers may yield an income effect that reduces employment
on the intensive and extensive margin. Interestingly, though, the
economic literature has found little disemployment effect in
practice. Studies in Iran*', Brazil®", the United States™", and
South Africa*®, among many others™ show little to no
disemployment effect across a variety of cash transfer program
designs. In fact, some studies reveal an increase in labor market
participation because of general equilibrium effects. This vast
body of literature suggests that cash transfers provide an income
supplement that enables households to overcome constraints to
their productivity. Transfers could help facilitate migration to
more productive employment or purchase of productive assets.
In short, there is little evidence to suggest that the cash transfer
programs included in the NSPS would have a disemployment
effect. They will provide protection, especially for the deep
poor, and could feasibly increase labor market participation if
well-designed (i.e. encourages investment in productive assets).

The guaranteed employment program offers jobs that can

smooth income when the poor experience a shock. It will also
help the development of much-needed public assets such as
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roads and irrigation. The program raises concerns, though, about
effects on prices and on employment in the private sector.
Recent research from the MGNREGS guaranteed employment
program in India reveals no changes in prices, but an increase in
workers’ reservation wage. Despite the increased reservation
wage, though, people worked more, especially in the private
sector. It showed a 12.4% increase in household income that was
primarily driven by non-MNREGS income and an increase in
days worked in the private sector that the researchers estimate
could have been driven by public asset creation. This program
is the only element of the NSPS that is targeted (self-targeted, in
this case), which could make it more efficient. It also addresses
labor market frictions. It may facilitate labor migration and, in
rural communities where a single firm has market power,
constitutes an alternative employer to address monopsony
power. Reducing monopsony power could increase wages and
explain the increase in private sector income. In summary, it is
unlikely that this program will distort prices. It may lead workers
to move away from low-paying employment, but research in
India revealed that it has a net positive effect on the private
sector in part because of the creation of public assets.

In-Work vs. Out-of-Work

Most of the programs in the NSPS provide out-of-work cash
welfare benefits. This approach ensures a basic income floor for
all, which could have a disemployment effect. Myanmar might
consider introducing an in-work benefits program for
manufacturing workers in the formal sector that is akin to the
Earned Income Tax Credit to address poverty among the
working poor and to encourage work. Although the minimum
wage was raised by 33% in 2018, Myanmar still has the lowest
minimum wage of any country in Southeast Asia. An in-work
benefit for manufacturing workers would enable working adults
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to better adapt to the increasing cost of living in Myanmar who
face persistently low wages. It would also increase income by
more than the subsidy amount by encouraging more work and
increasing income from work. This could have the ancillary
benefit of reducing the need for families to enter their children
into the workforce to make ends meet. Pulling children from the
labor market could also raise wages. An in-work benefit would
amount to a wage subsidy for firms. Subsidizing wages could
encourage industrial foreign domestic investment, which would
catalyze technology transfer and infrastructure development,
increase tax revenue, and provide other macroeconomic
benefits. An in-work benefit program could also encourage
workers to move from the informal sector to the formal sector.
Nonetheless, it would do little to address extreme poverty,
especially in the informal sector and rural areas, and would need
to be accompanied with other programs that target that
population. The subsidy could be phased out over time once the
cost of the wage subsidy outweighs the benefit of FDI.

Conclusion
The guiding questions in evaluating the NSPS is how it measures
against the “iron triangle of welfare”.

(1) Does it increase the living standards of the poor? The
program will increase the living standards of the poor,
especially the extreme poor. Although the program
transfers a small amount of cash to the poor, it provides an
important income floor that could help address the scourge
extreme poverty.

(2) Does it encourage work? The program appears to be
well-designed to avoid discouraging work. The NSPS
relies heavily on cash transfers, which have little to no dis-
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employment effect. The guaranteed employment program
will likely increase employment in the program during the
lean season and aftermath of negative shocks as well as in
the private sector. The program may have a beneficial dis-
employment effect on children and the elderly.

(3) Is the program cost-effective? This is where the NSPS
underperforms. Given low administrative ability and
widespread poverty, deploying programs that are not
means tested is a reasonable approach, but it will result in
resources being allocated to higher-income individuals
who don’t need them. As administrative capacity
improves, particularly if income inequality grows, the
government may choose to use better targeting to reduce
social protection resources from being wasted on high
earners.

The NSPS is a positive step toward reducing extreme poverty
and vulnerability in Myanmar. As administration becomes more
sophisticated and new data is collected, the program can be
refined to better target those in need and reformed to adapt to
macroeconomic dynamics.
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Table 1: lllustrative Benefits Schedule

Maternal) vy | chig o1 | B9V [ gpe
Child CT Stipend
Household Composition 3k/da: !
> (15k/montf (30k/mont| 25k/mont y Benefit
h) h) 8k/month h (max
180K)
1 Working Age - - - - 180,000 180,000
2 working age + 1 child - - 96,000 - 360,000 456,000
1 working age + 1 child + 1 elderly - - 96,000 | 300,000 | 180,000 576,000
2 working age + L child + 1 elderly - ~ | 96000 | 300,000 | 360,000 | _ 756,000
1 worki 1 child + 1 disabled
working age + - child + % disable - | 360000 | 96000 | - | 180000 | 636000
adult
Lworkingage +1chid + 1disabled | | 200 005 | 96000 | 300000 | 180000 | 936,000
adult + 1 elderly
Lworkingage + 1 chid + 1 disabled |, o | 260000 | 96,000 | 300000 | 180000 | 1116000
adult + 1 pregnant adult + 1 elderly

2017 Per Capital GDP: $1,275

Exchange Rate (May 2, 2018): 1,351kyat = $1
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Relationship between Crude Oil Export and
Economic Growth in Selected AEC countries
(Bangladesh, Philippines, Indonesia, Malaysia and
Thailand) Using the Panel Bayesian VAR model

Y1 YIWIN!

Abstract

This paper examined the economic impact of crude oil
exportation on selected ASEAN countries (Bangladesh,
Philippines, Indonesia Malaysia and Thailand) from 2008 —
2017. The objective of the study is to look at the impact of oil
exportation on the economic growth in these selected countries.
Secondary data were collected based on the model used in the
research work and unit root test was conducted on the data to
test their stationary, after which Panel Bayesian Vector
Autoregressive (PBVAR) model was adopted to examine the
relationship between them and impulse response was also
employed for the analysis. The result obtained from the
empirical analysis shows that the higher performance of the
export and oil rents are the major influencing factors for the
economic growth of the selected AEC countries.

Keywords: Crude oil export, selected AEC countries, Panel
Bayesian VAR

Introduction

The role of exports in economic growth is not a new
research topic in the field of international trade and economic
growth, but it remains important to economists and
policymakers in formulating a proper growth policy. The effect
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of economics of scale, industrialization, and import of capital
goods and intermediate will be increased by exports. Ultimately,
exports will also increase foreign exchange earnings and create
more employment opportunities in the domestic market. This
paper seeks to investigate the relationship between crude oil
export and economic growth and its impact on oil export
countries. Business and financial economists pay significant
attention to the impact of oil and other energy prices on
economic activity, but the mainstream theory of economic
growth pays little or no attention to the role of natural resources
in promoting or enabling economic growth. Owing to its
strategic nature, oil is an important commodity, affecting world
economies. The empirical analysis starts by analyzing the panel,
analytic properties of the data which is followed by examining
the nature of causality among variables. Positive oil price shock
tends to affect the economies of oil importing countries
differently than oil exporting countries. Increasing Crude oil
price might be considered bad for oil importing countries, but
good news for oil exporting countries. The reverse might be
expected for oil price decrease. The causal relationship between
energy consumption and economic growth has been widely
studied. The direction of causality is highly relevant to policy
makers. Oil is an input in the production process, since it is used
in other economic activities. Many countries deficiency energy
resources and generally depend on imports of crude oil, natural
gas, and coal for their industrial and residential energy needs,
transportation, and electricity generation. In these cases, there is
a positive relationship between energy consumption and
economic growth.

The purpose of this research is to explore the effect of
crude oil export on the economic growth in selected AEC
countries over a period of 10 years (2008- 2017). Methodology
adopted in this research is Panel Bayesian Vector
Autoregressive Model. Variables are selected upon the criteria
and guidelines of theories, previous empirical evidences and
availability of the data. Even though there still have many
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factors that affects economic growth, the author could not
include all of them because of data limitations and methodology
constraints.

Literature Review

Meaning of crude oil

Crude oil is a naturally occurring, unrefined petroleum
product composed of hydrocarbon deposits and other organic
materials. A type of fossil fuel, crude oil can be refined to
produce usable products such as gasoline, diesel and various
forms of petrochemicals. It is a nonrenewable resource, which
means that it can't be replaced naturally at the rate we consume
it and is therefore a limited resource.

Many theorists such as Idowu (2005) argued extensively
on the relationship between oil exports and economic growth in
Nigeria using Johansen’s multivariate Co-integration technique.
After his test analysis, he concluded that there is a stationary
relationship between oil exports and economic growth. He also
said that there is a feedback causality between Oil export and
GDP. Akanni (2007) used the PC-Give 10 (ordinary least square
regression) to evaluate if oil exporting countries grows as their
earnings on oil rents increases. After his test analyses with OLS,
the result turned out to be positive and significant, that means
there is a positive relationship between Oil rents and economic
growth. Akanni concluded in his analysis that Oil rents in most
oil developing countries in Africa do not promote economic
growth. Hadi, etal (2009) made an investigation using Cobb-
Douglas production function to check if the income generated
from Iran’s Oil export has an impact on their economy. The
result stated that Iran’s economy adjusts quickly to shocks and
their level of technology is progressing. Therefore, oil exports to
Iran contributed to their real income through real capital
accumulation. Also Mohammed and Amirahi (2010) made an
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investigation using Error correction model of ARDL to check if
factors like world oil demand and supply, oil price and
production capacities enhances export growth in Iran. From their
result, the observation made was that there is an inverse
relationship between consumption of oil products and revenues
from oil export. Khaled, etal (2010) conducted a Causality test
using Co-integration method to test if export sector in Libya
enhances economic growth in Libya. From the result obtained,
it shows that exports, price relatives and income are statistically
co-integrated. Therefore, Khaled concluded that both value of
export and economic growth are related to each other. According
to Odularu (2010), he made an empirical investigation on the
impact of crude oil production on Nigeria economic growth with
the use of ordinary least squares and Cobb-Douglas production
functions. His result showed that the production of crude oil in
Nigeria contributed well to economic growth but has not made
any significant improvement on the level of economic
development. Khadijat, Afolabi (2011) carried out an empirical
research on the impact of crude oil export on Nigeria economy
using the Ordinary least square method (OLS) as his
econometric technique to test its significance. From his result, it
shows that some of the explanatory variables (labor, domestic
consumption, crude oil export and total production) are
statistically significant while capital is statistically insignificant.
Khadijat concluded in his research that there is apparently a
significant relationship between oil export and economic growth
in Nigeria. Samadi (2011) also used VEC Granger Causality
and Wald Test to test the hypothesis which stated that there is a
relationship between exports and economic growth in Algeria.
After the test analysis, the result reveals that the explanatory
variables are non-stationary and therefore there is a causal
relationship between economic growth and exports.
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Table 1: Summary of the Empirical Studies Discussed and their

Findings
Year | Authors Research Methodology | Findings
2005 | Idown Relationship | Johansen Stationary
between oil | Multivariate | relationship
exports and | co- between
economic integration export and
growth in technique GDP
Nigeria
2007 | Akanni Does Qil Ordinary There isa
Exporting least square | positive
Countries (OLS) relationship
grows as between oil
their rent and
garnings on economic
oil rents growth in oil
increases exporting
countries
2009 | Hadi, etal Impact of Cobb- Oil exports
Oil export in | douglas contribute to
Iran production real income
economy. function through
capital
accumulation
2010 | Mohammed | Does factors | Error There is an
and like world correction inverse
Amirahi oil demand | Model relationship
and between
supply,oil consumption
price and of oil
production products and
capacities revenues
enhance from oil
export export
growth in
Iran
2010 | Odularu Impact of Ordinary Crude ol
a crude oil Least square | production
production | and Cobb- contributed
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on Nigeria | douglas to Nigeria
economic production economic
growth function growth but
had no
significant
improvement
on economic
development
2011 | Samad Relationship | VEC There is
between Granger causal
exports and | Causality relationship
economic and Wald between
growth in test exports and
Algeria economic
growth

The research framework and methodology

The conceptual framework of the research

In this study, the author examined the relationships
between economic growth and crude oil export of the selected
AEC countries (Bangladesh, Philippines, Indonesia, Malaysia
and Thailand) by applying PBVAR to estimate the relationship
of variables and this study relies on previous researches and

empirical studies.

Figure 1: Conceptual Framework of PBVAR model

GDP Growth

—_—

Official exchange rate

\ '

Source: Author's Illustrations
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The author studied the determinants of economic growth
in the selected AEC countries based on the other research
papers, empirical research and theories. Many other variables
may also affect the economic growth of AEC countries, but the
author collected the data with the aim to achieve the objective of
this study. For this reason, the author looks into the relationship
between economic growth and crude oil export using Panel
Bayesian VAR approach. The conceptual framework for this
study is shown as in Figure 1.

In this study, the author selected the variables that are
available and suited to the model and methodology. In reality,
there have many variables that effect on the economic growth in
these AEC countries and many ways to take the research. Apart
from, many studies have been developed related to this area with
different country groups. However, the author would like to
analyze the determinants of economic growth in these countries
and interrelationships between them by using Panel Bayesian
Vector Autoregressive (PBVAR) model.

The author collected the secondary data for the study
period of 2008-2017 which has 50 observations. Moreover, the
author tested the collected data with panel unit root tests which
are Levin-Lin-Chu (LLC 2002), I'm-Peasaran (2003) and
Maddala (1999) and ADF & PP test. Based on the test results of
panel unit root tests, the author tried to test with different panel
data analysis. The research process is as shown in Figure 2.
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Source: Author's Illustrations

48



Variables Used in the Model and Sources of Data

In this study, the author tests and estimates these data by
applying Bayesian VAR (Karlsson, 2012) estimators for panel
level. The data or information initially collects in a large format
from the World Bank and IMF in the form of spreadsheets of
numerical data which are summarized, and analyzed before test
results and conclusions. The observed variables used and their
sources for this research are as discussed in the below Table 2.
The author collected those data of selected AEC countries for
the period of 2008-2017 from World Bank, IMF.

Table 2. Variables, Definitions, Proxies and Data Sources

Variables | Proxy/ Definition | Units Data
Notation | Determinant Sources
S
RGD | X | Economic Asa%of | % World
P (Y | Growth real GDP Bank
ER ) Official Official asan Internationa
exchange exchange annual | | Monetary
rate (LCU rate refers | average | Fund
per US$, to the based
period exchange on
average) rate monthl
determined |y
by national | average
authorities | s (local
or to the currenc
rate Yy units
determined | relative
in the to the
legally u.S.
sanctioned | dollar).
exchange
market
ORE Oil rents the % World
difference Bank
between
the value of
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crude oil
production
at regional
prices and
total costs
of
production.

EXP Fuel exports

As a % of
merchandis
e exports

%

World
Bank

Source: Authors' Illustration

Empirical results and Findings

Result of Panel Unit Root Test

The standard unit root test, LLC, IPS, ADF& PP test was
applied to determine the degree of stationary of the variables
used in the model. Table 3 shows the calculated results of the

panel data.
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Table 3: Results of panel unit root test

Va | Le | LLC IPS
ria | ve | Statistics Prob | Statistics Probabi
bl |1 abilit lity
€ y
Gr || t|- 0.00 | W- - 0.0373 | Station
o |(0) 3.67018* | 01 stat 1.78306 ary’
Wt ** **k*
h
R
G
D
P
I t] - 0.00 | W- 0.0002 | Station
Gr | (0) 7.95249* | 00 stat - ary’
0 fale 3.52643
Wt ***
h
E
R
Gr || t]- 0.00 | W- - 0.00007 | Station
o |(0) 5.83801* | 00 stat 2.81478 | 3 ary
Wt ** *k*
h
o]
R
E
Gr || t|- 0.00 | W- - 0.0224 | Station
o |(0) 3.20398* | 07 stat 2.00653 ary”
Wt ** **k*k
h
E
X
P

Source: Author's Calculation
Note: *, ** and *** represent significance level at 10%, 5% and 1%
respectively
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Table 3: Results of panel unit root test (Continued)

V |L | ADF PP
ar | ev | Statistics Proba | Statistics Proba
ia | el bility bility
bl
e
G |l |C |20.13 |0.028 | Chi- | 19.6450* | 0.032 | Stati
ro | (O |hi |10*>* |0 squar | * 8 onar
wt|) |- e y
h sq
R ua
G re
D
P

I - 0.000 | Chi- 0.000 | Stati
G |0 |C |3426 |2 squar | 62.1698* | 0 onar
ro |) |hi|16%** e fole y
wit -
h sq
E ua
R re
G|I |C 0.001 | Chi- | 28.8171* | 0.001 | Stati
ro | (0 | hi |27.90 |9 squar | ** 3 onar
wt|) |- |06*** e y
h sq
O ua
R re
E
G |l |C |9589 |0.001 |Chi- |12.3527* | 0.005 | Stati
ro | (0 | hi | 30*** | 4 squar | ** 4 onar
wt|) |- e y
h sq
E ua
X re
P

Source: Author's Calculation by Stata 14
Note: *, ** and *** represent significance level at 10%, 5% and 1%
respectively
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Table 3 shows the results of four Panel Unit Root Tests
performed on the first tests to check the stationary status, and
this is the prerequisite of to apply Bayesian VAR model. The
panel unit root tests used in this research are Levin, Lin and Chu
(1992), IPS, ADF and PP Fisher Type tests to examine the
individual variables with all possible ways by applying Stata
software. As a result, these tests are used to make sure variables
are not stationary at |1 (1) and I (2). All variables are stationary
at the level 1 (0) by conducting growth form.

The Panel Bayesian Vector Autoregressive model
is based on the assumptions of all variables are stationary at the
level 1 (0). None of the variables in this model are acceptable if
the order of integration for stationary is | (1) and also I (2) and
above. Therefore, it is essential for the data to be stationary at |
(0) in order to fit with the criteria, set for panel Bayesian Vector
Autoregressive model.

The results of estimation of PBVAR-model

This study is to examine the relationship between real
GDP (RGDP), ER (Official exchange rate, ORE (oil rents) and
EXP (oil export) of the selected AEC countries by PBVAR-
Model. The Bayesian statistics approach is a very efficient
method to estimate the panel vector autoregressive model. This
approach can also reduce uncertain parameters and better
forecasting accuracy ( (Sune, 2015)). As an alternative to
approximating VAR models, which need stationary at level 1 (0).
As seen in table 4, the estimation results indicate that real GDP
has an own positive shock and, also on official exchange rate,
oil export and negative shock on the oil rents. The official
exchange rate has an own positive shock and also on the real
GDP and oil exports and negative shock on the oil rents. The oil
rents have a negative own shock and also on the official
exchange rate and positive shock on the oil rents and oil exports.
The oil exports have positive shock to real GDP and negative
shock to the official exchange rate and also positive shock on
own itself. This interpretation is relatively less important than
Impulse Response Function.
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Table 4: Presenting the results of estimation from PBVAR-Model.

Variables RGDP ER ORE EXP
RGDPit1 0.797001 3.82E-08 -3.76E-13 7.36E-12
(0.04911) (1.5E-08) (6.8E-13) (2.3E-12)
[ 16.2296] [ 2.52167] [-0.54836] [ 3.20691]
RGDPir2 0.087330 3.73E-10 -8.47E-13 -4.42E-12
(0.04235) (1.3E-08) (5.9E-13) (2.0E-12)
[ 2.06231] [ 0.02865] [-1.43836] [-2.23628]
ERit1 211492.4 0.017938 -3.59E-07 8.32E-06
(317539.) (0.09952) (4.5E-06) (1.5E-05)
[ 0.66603] [ 0.18024] [-0.08061] [ 0.55742]
ERit2 53907.74 -0.001818 -8.87E-08 1.73E-06
(159328.) (0.04994) (2.2E-06) (7.5E-06)
[ 0.33834] [-0.03641] [-0.03968] [ 0.23119]
OREit1 -1.08E+10 -405.4697 0.554956 0.771854
(4.4E+09) (1350.73) (0.06136) (0.20476)
[-2.47989] [-0.30019] [ 9.04404] [ 3.76949]
OREit2 -9.90E+08 -131.7038 0.129159 0.084632
(3.0E+09) (922.186) (0.04201) (0.13977)
[-0.33324] [-0.14282] [ 3.07432] [ 0.60553]
EXPit1 3.19E+09 -353.4917 0.030643 0.694058
(1.2E+09) (358.314) (0.01621) (0.05461)
[ 2.75842] [-0.98654] [ 1.89029] [ 12.7096]
EXPit2 6.67E+08 116.7167 0.003789 0.110608
(9.0E+08) (279.701) (0.01265) (0.04274)
[0.73954] [0.41729] [ 0.29964] [ 2.58767]
C 4.48
E+10 -7627.268 0.362632 -0.508013
(9.6E+09) (2972.18) (0.13447) (0.45049)
[ 4.67985] [-2.56622] [ 2.69682] [-1.12769]
R-squared
0.972281 0.345081 0.878862 0.970048
Adj.R-
squared 0.965128 0.176070 0.847601 0.962318
Sumsg.
resids 7.44E+22 5.17E+09 9.530232 138.9470
S.E.
equation 4.90E+10 12914.59 0.554461 2.117111
F-statistic 135.9209 2.041764 28.11336 125.4985
Mean
dependent | 4.08E+11 3834.421 1.221863 10.78567
S.D.
dependent | 262E+11 14227.72 1.420298 10.90634

Source: Author's Calculation by Eviews 8
Noted: Standard errors in () & t-statistics in [ ]
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Moreover, the estimation results of Impulse Response
Function (IRF) (shown in figure 4) indicated that whenever one
standard deviation (one S.D. Innovations) of five selected
ASEAN countries was shocked, then its effects on all variables,
including RGDP, ER, ORE and EXP.

Response to Cholesky One S.D. Innovations
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(IRF) for the information for RGDP, official exchange rate, oil
rents and oil export of Bangladesh, Philippines, Indonesia,
Malaysia and Thailand

According to the Impulse Response Function, the result
shows that when the selected AEC countries had economic
shocks by one standard deviation in real GDP, it had a
continuing positive effect on it for the whole period. In the case
of the response of real GDP to exchange rate, it means that real
GDP is affecting to exchange rate in that about nine years has a
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continuing positive effect from the beginning to the end.
Additionally, the next graph shows that the response of real GDP
to oil rents, meaning that real GDP is a negative affect to oil rents
in that about six years and turn to the equilibrium and after that
positive effect in the future. Also the response of real GDP to oil
export case, it has the totally increasing positive effect from the
beginning to the end.

In response of exchange rate to real GDP graph, it has a
positive impact to RGDP. Exchange rate is affecting to itself and
exchange rate is firstly positive effect and then goes to the
equilibrium from the eight years and in the case of the response of
exchange rate of oil rents is a negative effect for about six years
and after the six years it be returns to the equilibrium. Again the
response of exchange rate to oil exports has a negative effect for
the first one year and then return to the equilibrium.

In the graph of the response of oil rents to real GDP, oil
rents are affecting to real GDP has a positive effect and downturn
to the equilibrium after on RGDP and after nine years. In the case
of the response of oil rents to exchange rate, it has a negative for
the first three years and goes to the equilibrium for the rest of the
year. The response function of the oil rents to itself has a totally
positive for the ten years and similar with other variables as
showed by the above Impulse Response Function.

Conclusion

In this paper, the authors described and implemented a
Bayesian inference for revising the relationship between oil
export and economic growth. The impulse response function
result presented that each variable is sensitive to them when any
shock affected to the economic system and the set of
circumstances in the selected AEC countries. The analysis of
this research concludes that higher performance of the export
and oil rents are the major influencing factors for the economic
growth of the selected AEC countries including Bangladesh,
Philippines, Indonesia Malaysia and Thailand and exchange rate
is less sensitive than the previous factors.
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Destination Number % of all Male % Female %
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All 2,021,910 100 1,233,168 61 788,742 39
countries
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Singapore 79,659 39 39,078 49 40,581 51
Other 49,774 24 31,108 62.4 18,671 37.6
UsA 37,577 1.9 21,937 58.3 15,640 41.7
India 17,975 0.9 10,917 60.7 7,058 393
Korea 14,592 0.7 14,118 96.7 474 3.3
Japan 7,597 0.4 4,314 56 3,283 a4

Source: ILO, GMS TRIANGLE Project Information Note, September 2015
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Unemployment (1991 to 2018), Total (%of total labor
force)

1.8
16
1.4

1.2

0.8
0.6
0.4

0.2

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Source: World Bank Dataset (Last Updated Date: 24 April, 2019)

Note: *Modeled ILO estimate. **unemployment refers to the share of the
labor force that is without work but available for and seeking employment.
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Daily Minimum Wage | Monthly Minimum Wage
Country (Kyat) (Kyat)
Cambodia | @ Joo J56 oo
Indonesia | §ooo - o jgo0 069000 - popboo
Lao PDR @?00 Shlofslelel
Malaysia 00000 - 0 Jooo Ppo000 - pbokoo
Myanmar G®oo 0GGo00
Thailand 0QpO0 - 0GpoOo GOOOO0O - GPOOOO
Philippines | gooo - ogooo JORooo - Gonooo
Vietnam 9PO0 - HGOO 00P000 - J50900

Source:https://www.aseanbriefing.com/news/2018/08/30/minimum-wage-
levels-across-asean.html

Note: *1$/1448MMK (Average reference exchange rate of Central Bank of
Myanmar from Jan 2018 to May 2019), ** Adjusted three digits value of kyats in
wages to be clearer to compare each other.
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Share of Population below the National Poverty Line

(%)

weor: | =
(2015)

Lao People's Democratic 23.2%

Republic (2012)
ilinDi 21.6%
Philippines 2015
Cambodia 140%
(2014)
Indonesia 1 F‘-_G?Q
(2017)
8.6%
Thailand 20
Viet Nam 70%
(2015)
1o 10.4%
Mal
alaysia 2016)

Brunel Darussalam  No data
Singapore No data

Source: Asian Development Bank. Basic Siatistics 2018
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Unemployment Rate of 15 Years Old and Over, 2010 - 2017

Country JOOO JOOO JOOJ JOO? JOOC; JOO?] JOO@ JOO(Z
Brunei o |e? |eb |- be |- - )
Darussalam

Cambodla O, ? O J O J O ? Q. J 0. O O J -
Indonesia | 2-° |66 [6.o |Bo |ae [Bg [96 [99
Lao PDR o€ }
Malaysia SR I R B S N R B R I S o
Myanmarl) G.0 G.0 G-O G.o G. 0 0. ® - Jeo
Philippines |-G |2° [2o° [o° [&6 [b.o [9.9 |66
Singapore? |e-° | J@ | J® |[J® |2 |J® [0 [P0
Thai|and3) 2. 0O 0.9 0.0 0.9 O. ® 0- @ 2. 0 2. J
Vlet Nam4) J. @ J. o Do ® Jo (] O. @ J. o] J. o] J. (o]

Source: ASEAN Secretariat, ‘-> = not available at the time of publication
Notes: 1) Myanmar unemployment rate is 10 years and over

2) Singapore’s resident unemployment (annual average)

3) Thailand unemployment rate using average period

4) Unemployment rate at urban area of Viet Nam

97



Q9 n0Co C C N\
(6)) SBOSZDCD&LCCG%PSG] SBC\QOC\) G”_

C (o]
Saj:(D‘JBCO)
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International Labour Organization, ILOSTAT database. Data retrieved in April 2019.
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MOECAF, Land Core Group & Transnational Institute. 2015.
"Land Law & Policy Refrom- Supporting Customary
Communal Tenure of Rotational and Fallow (Taungya)."
Discusion note, Nay Pyi Taw.

Republic of the Union of Myanmar . 2016. "Central
Reinvestigation Committee for Confiscated Farmlands
and Other lands ." Notification . Nay Pyi Taw: Union
Government, June 10 .

Republic of the Union of Myanmar. 2018. "Central
Reinvestigation Committtee for Confiscated Farmlands
and Other Land: Policy and Procedure amendment."”
Notification. Nay Pyi Taw: Myanmar Government,
March 21.

The Asia Foundation. 2018. Fiscal Federalism in Myanmar
(Training Modules). Yangon: The Asia Foundatoin.

The Republic of Union of Myanmar. 2016. "National Land Use
Policy.” Policy. Nay Pyi Taw: Myanmar Government,
January.

—. 2017. "Statement of Central Reinvestigation Committee for
Consficated Farmlands and Other Lands." Statement.
Nay Pyi Taw: Myanmar Government, December 5.
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Inya

Economics Inya Economics

Vision
Becoming a leading economic research organization to strengthen
economic development in Myanmar.

About

Inya Economics is a research organization, founded in 2017. It is
designed for economic policy discussion and economics research/
analysis which are envisioned to the economic interest group.

Who we are

Inya Economics is constituted by economic researchers from the
Yangon University of Economics.

Our objectives

Inya Economics aims to support policy consideration and evidence-
based research to policymakers, government organizations, non-
government organizations and private sectors.

What we do

We have two components; academic unit and business unit. Academic
Unit produces academic research papers such as Inya Economic
Journal, policy research, survey research, economic briefing,
commentary, and working papers. Moreover, Inya Economics majorly
emphasizes on following areas of research;

a) Macroeconomics

b) Public Finance



c) Economic Development
d) Public and Private Financing of Infrastructure
Description of Academic Products

A) Inya Economic Journal

Inya Economic Journal (IEJ) is opened to researchers who are
interested in the field of Economics to write research articles
creatively and is published biannually in June and December, in order
to support the policy makers and academic society. The journal is
covered by fiscal and monetary policy, economic governance,
economic development, public policy and public finance.

B) Policy Research

Inya Economics always monitors ongoing policy agendas and
proposes the policy recommendation by policy research which is
relevant with public and economic policy. It is published occasionally
and conditionally.

C) Survey Research

Survey research is aimed to conduct primary research to support
policy making and considerations. Furthermore, the research is to
understand the root causes of social and economic problems. It is
occasionally issued.

D) Economic Briefing

Economic Briefing is economic-related issues concerning with major
updated information. It is aimed to support for the economic interested
group community, then to policy makers.



E) Commentary

Inya Economics is responsible to produce the commentary on the
economic-related actions by the state actors.

F) Working Paper

Inya Economics tries to seek potential theme of working papers and it
is able to support the economic community.

Business Unit operates demand-led research projects and programs
from government and non-government organization as well as private
sectors. The research projects run supported by local and international
donors. In the research programs, Inya Economics emphasizes and
implements research-related activities on small and medium enterprise
sector.

We offer research-related consultancy services;

(1) The Market assessment and evaluation
(2) Research design

(3) Questionnaires development

(4) Data collection and Data Entry

(5) Data organizing and analysis

(6) Report writing

(7) Data Assistance

(8) M & E Consultancy

Inya Economics’ Core Team

1) Pyai Nyein Kyaw, Chief Research Officer
2) Si Thu Kyaw, Chief Editor of IEJ

3) Thurein Lwin, Senior Researcher

4) Sann Linn Aung, Research Associate

5) Ye Min Aung, Researcher

6) Saw Lalbwel Htoo, Researcher

7) Than Tun Soe, Researcher



Inya Economics’ Contributors

1) Aung Kyaw Kyaw
2) Hnin Wutt Yee

3) William Ford

4) YiYiWin

More information:

Q) f

WWW.inyaeconomics.org www.facebook.com/inyaeconomics
inyaeconomics@gmail.com, inyaeconomicjournal@gamil.com

u Www.twitter.com/inyaeconomics

@ +95 9 42 010 7454


http://www.inyaeconomics.org/
http://www.facebook.com/inyaeconomics
mailto:inyaeconomics@gmail.com
mailto:inyaeconomicjournal@gamil.com
http://www.twitter.com/inyaeconomics
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