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Abstract

This study examined the effect of trade liberal@abn Myanmar foreign trade with selected
Asian countries namely Singapore, Thailand and &liom 1989-2010. The paper also
analyzed trends of foreign trade volume betweemigor trade partners and the effect of
trade liberalization on trade flow with ASEAN Memi&tates (AMS), particularly Singapore
and Thailand.

The main objectives of this research are to sthéystatus of Myanmar Foreign Trade after

joining ASEAN and to analyze the effect of tradeelialization on Myanmar Foreign Trade.

The impact of trade liberalization can be seenig@fgcant and vital to overall exports and
imports. Myanmar export/import and volume of trddee increased year by year due to the
government practicing a market-oriented system esii®88 and is encouraging the
development of the private sector. The governnegefdding a trade surplus after 2001 due to
allowing imports and high export earnings. The goweent is attempting to uplift
participation of the private sector by reducingdéaby the government sector. The trade

sector which has been liberalized has been penfgywery well in both exports and imports






The Effect of Trade Liberalization on Myanmar FgreiTrade
with Selected Asian Countries

1. Introduction

1.1 Overview

Foreign trade is an essential driver for economasperity of a country as well as an engine
of growth for developing and developed countriéss lalso a vital element of Myanmar's

economic growth. Myanmar has opened its econonsr 4888 and its trade volume has
increased year after year ever since. Myanmar $radéh many countries especially with

bordering countries such as China, Thailand andA$6Eountries, particularly Singapore.

1.2 Research Rationale

Many developing countries have substantially libeea their trade regime over the past
three decades, either unilaterally or as part ofwtilateral initiative. Nevertheless, trade
barriers remain high in many developing countries.

In theory, trade liberalization results in produityi gains through increased competition,
efficiency, innovation and acquisition of new teology. Trade liberalization can benefit a

countryin a number of important ways:

(a) Improved allocation of resources in activities thagitimize social marginal
benefits and minimize social marginal costs;

(b) The expanded market as a consequence of liberahzptovides access to better
quality technologies, managerial and organizatiskals, inputs and intermediate
goods that could facilitate the modernization aadgformation of production and
trading structures;

(c) By enhancing the economies’ ability to take advgataf economies of scale and
scope;

(d) Improved disciplinary effect of domestic competitithat forces local producers
to move their production systems closer to wordthdards to survive;

(e) Positive growth and restructuring externalitieg;luding the transfer of know-

how.

The main purpose of trade liberalization over teaqul was to promote economic growth by

capturing the static (reduced costs from econowiiesale, efficiency gains from exploiting
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the comparative advantage, reduction in distorftom imperfect competition and increased
product variety) and dynamic (benefits from tradattaccumulate over time in addition to
static gains from trade) gains from trade througmae efficient allocation of resources;
greater competition; an increase in the flow ofwlealge and investment and, ultimately, a

faster rate of capital accumulation and technicagjpess.

There are many barriers to trade in Myanmar andethieave hindered foreign trade
performance. Myanmar’s exporters and importersfaced with various policy constraints
even after taking some liberalization measuresagmeared not to have improved its foreign
trade with major partner countries. Therefore, Breéed trade liberalization is needed to

promote economic growth in Myanmar.
1.3 Objectives of the Research
The main objectives of this research are:

= To study the status of Myanmar Foreign Trade gfieing the ASEAN,

= To analyze the effect of trade liberalization ondvignar Foreign Trade Volume.
1.4Research Questions

= To what extent has foreign trade performance imgulovthrough trade
liberalization in Myanmar?

= Does trade liberalization affect Myanmar Foreigade?
1.5 Scope and Delimitations

This study will focus on Myanmar Foreign Trade witle selected ASEAN countries and
China. This paper studies Myanmar foreign tradsvimperiods:-the period of 1988-1997
(before joining ASEAN) and the period of 1998-2@a€er joining ASEAN).

2|
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2. Review of Literature

2.1 Concept and Empirical Studies on Trade Liberaliation

The debate over trade liberalization is part cdrgér debate that deals with the impact on the
economic growth of free movement of goods, cagtad labor force across borders. Most
economists agree that trade liberalization coulsitpely affect economic growth, but the
differences are at what stage of development atopshould open its market.

Some developing countries have unilaterally libeeal trade in an attempt to integrate into
the global economy and promote economic growth. é&aoonomists consider that

liberalization of trade leads to the economic depsient.
According to the World Bank (200tyade liberalization is defined as;

() The removal of or reduction in the trade practites thwart a free flow of goods
and services from one nation to another. It incdudismantling of tariffs (such as
duties, surcharges, and export subsidies) as wealba-tariff barriers (such as
licensing regulations, quotas, and arbitrary stantig;

(ii) the removal of government incentives and restmaifsom trade between nations;
and

(iif) any acts that would make the trade regime enoeutral (nearer to a trade system

free of government intervention).

Since the mid-1980s there has been wide-spreadramid trade liberalization that has
become an increasingly common feature of econowlicypin developing countries. Santos-
Paulino and Thirlwal(2004), state that the developing countries have liberdltheir trading

regime with the hope of gaining static and dynagams from trade, and that liberalization

will increase both the growth of exports and imppand consequently improve welfare.

A crucial element of trade liberalization refornmsdeveloping countries is the liberalization
of import trade as a means of reducing the antoexXpas of the trade regimes. In this sense,
many developing countries have made good progrefisei last two decades in liberalizing
their trade policies by removing quantitative import regtons and reducing tariff§Milner,
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1990. However, most developing countries' tariffs ail sigh enough to create significant
levels of anti-export bias.

Santos-Paulino (2000; 2002 and 20@®ncluded thatrade liberalization emerges as a
fundamental determinant of export growth in all t@intriesin their sample. Multi-country
studies that showa non-significant impactcomprise UNCTAD’s 1989 analytical
assessment of the relationshyetween trade reform and export performan¢&gosin,
1991) quantitative and qualitative analysis (Clarke #akpatrick, [1992 cross-sectional
studies (Shafaeddin, 1994nalytical study; Greenaway and Sapsford’'s 198%4di series
analysis and Greenaway and Sapsford’s 1997smautkitions analysis.

2.2 Utilization of Tariff Elimination under the CEP T Scheme for AFTA!

A central element of ASEAN'’s goal of a single mar&ad production base that underpin the
ASEAN Economic community is the free flow of gooa#hin the region. Four foundations
of the free flow of goods are (1) the eliminatidntariff barriers, (2) the elimination of non-
tariff barriers (NTBs) as well as the minimizatioh the trade barrier effects of non-tariff
measures (NTMs); (3) more trade facilitative stadda conformance procedures and

technical regulations; and (4) improved trade ftibn measures.

Tariff reduction by the AFTA member countries preded along the lines of the CEPT
Scheme. Under the CEPT Scheme, products are iyitialssified into two groups; Inclusion
List (IL) and Exclusion List (EL). Those products iL were subject to tariff elimination
while those in EL were excluded from tariff elimimman. The Exclusion List was later
subdivided into a Temporary Exclusion List (TL) a®eénsitive List (SL) in 1995. The
products in TL will become subject to tariff redioct or elimination in the future, and will be

shifted to IL. The products under SL were exemtenh tariff elimination.

For the original AFTA members, initially, tariff te&s on the products in IL were scheduled to
be reduced to between 0% and 5% by 2008. The tadffiction schedule was revised in
1994 and 1998, and the due date of tariff redudioo®5% range for the products in IL was
moved forward to 2002. For the new AFTA members,dbe dates were set as follows: 2006
for Vietnam, 2008 for Lao PDR and Myanmar, and 2f@¥0Cambodia. Products in TL have

! “The impact of AFTA on Intra-AFTA Trade” ERIA Disission paper series ERIA-DP-2013-05 , May 2013
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been shifted to IL annually from 1996. For the pratd in SL, including unprocessed
agricultural products, the tariff rates were torbduced to the 0-5% range by the year 2010

for the original six members and by the period 20037 for the new members.

The ASEAN-CEPT agreement was revised significablyythe ASEAN Trade in Goods

Agreement (ATIGA) signed in December 2008. In theised schedule, the tariff rates of the
products in IL were to be reduced to 0% by the ¥€AI0 for the original six members and by
the year 2015 for the new members. ATIGA also rieeef the detailed schedule of tariff

reduction.

Intra-regional tariff rates in ASEAN have been reeld or eliminated steadily under the
CEPT Scheme, which was revised several times. BY) 2the share of the total number of
products with the 0% tariff rate, in terms of thftihes, was around 99% for the original six
countries, while the share of products with the%-Eariff rates were around 99% for

Cambodia, Myanmar and Vietnam and 95% for Lao PDR.

Table (1) shows the progress of tariff eliminationeach member country. Judging from
these figures, the process of regional tariff réidacor elimination in the ASEAN member

countries has proceeded strongly in the last 26sya@ad has almost been completed.

Table 1. Progress of Regional Tariff EliminationABEAN by 2010

Share of tariff lines at 0% Share of tariff lines within 0-5%

Brunei 99.03 Cambodia 98.53
Indonesia 98.66 Lao PDR 95.18
Malaysia 98.68 Myanmar 99.28

Philippines 98.63 Vietnam 99.68
Singapore 100.00
Thailand 99.84

Sources: Calculated by authors based on tariffdadbainder the ATIGA of each member published gy th
ASEAN secretariat
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2.3 Trade Policy in Myanmar

Throughout history, the Myanmar foreign trade ppl@as changed occasionally. Before the
membership of ASEAN and participation in AFTA, astitutional reform took place in 1988
in order to introduce the market-oriented econofftgrdhe change from a socialist economic
system. In 1997, when Myanmar became a member &A\Sand participated in AFTA,

other institutional requirements like applying CE&heme in its tariff policy was initiated.
2.3.1 Changes in Myanmar Foreign Trade Policy

Before discussion of the trade policy reforms taararket-oriented economy in 1988, a
brief historical path of Myanmar trade policies Mbke introduced. The ancient monarchic
Burmesé society was abolished and introduced a laissee-fege trade policy accompanied
with British imperialism in 1885. Burma'’s foreigmatie was commercialized by foreigners,
especially British and Indian merchants. After ipeedence, though Burma remained within
the capitalist economic system, foreign controledinesses were bound by national rules
and regulations and were nationalized after 19@¥ter 1962, when theRevolutionary
Council came into power, vital means of production, disttion, and external trade were

nationalized in 1964.

The external trade was transformed and a reginmoaferately high tariffs replaced the free
trade of the colonial era. The government estabiisthe trade council in 1965 for
formulating trade policy and all external trade wasducted solely by the state organization,
the Myanmar Export Import Corporation (MEIC). In7E9 a long-term external trade policy
was formulated. The import-substitution policy wagsued corresponding with the lack of
foreign currency caused by the absence of foregmrd investment (see Moe Moe Khaing,
p. 106). The importance of export promotion waseorecognized in 1983; however, it did

not result in the formulation of a new policy (3dgat Thein, 2004, pp. 75-76).

Under the socialist regime, Myanmar relied heawaty the export earnings from primary
products to import capital goods and machinerydomestic industries. The government
protected domestic manufacturing by high levelstaiff barriers, controls on foreign

investments, and overvalued exchange rates.

2 Former name of Myanmar

6|



The Effect of Trade Liberalization on Myanmar FgreiTrade
with Selected Asian Countries

When institutional reform began in 1988, the newtitntional framework was constituted
and permitted private business firms, both domesstit foreign enterprises, in the external
trade sector. The Imports and Exports Act (19474 weaived. The rules and regulations were
set to administer external trade conducted by tiepreneurs.

The Ministry of Commerce was restructured as aniaidimative organization for external
trade operations. The Union of Myanmar FederatibnCbhambers of Commerce and
Industry (UMFCCI) was reorganized for the promotmfntrade and industry in the private
sector. Border trade was regularized in 1989 aedOectorate of Border Trade and its
branches at the border area of India, China, Th@jlBangladesh, and Laos were organized.
The Myanmar Foreign Trade Bank (MFTB) and Myanmarektment and Commercial
Bank (MICB) dealt with financial transactions foveyseas trade, and the branch offices of

the Myanmar Economic Bank (MEB) handle the finahitensactions for border trade.

To evolve the market-oriented economic system, whg one of the main economic

objectives, the government formulated the threéclh@eciples of trade as follows:

1. Trade activities should be directed towards therast of the State and the people,
2. Trade activities should not be a burden to the j[se@md
3. Trade activities should envisage a long-term stablging system rather than gaining

a short-term profit.

Likewise, trade liberalization measures have bastituted. They are:

1. Encouraging wider participation of private and quertive sectors in domestic as
well as in foreign trade, which was previously mpokzed by the State,

2. Regulating border trade in order to develop andngfthen bilateral trade relations
with neighboring countries,

3. Forming joint-venture corporations with State-owrtecbnomic Enterprises (SEES)
and local and foreign private enterprises as dialrstep towards privatization,

4. Realignment of exports and import procedures,

5. Lowering technical barriers to trade and simplifyithe export/import procedures

geared towards trade facilitation and promotion,
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6. Provide exemption of commercial tax and customsy cart imported items like
fertilizers, agricultural machineries and implensgninsecticides and pesticides,
medicines and raw materials,

7. Issuing trade notifications and specifying necessades in conformity to the
changing internal and external business environment
Introducing import first and export later systenfdoilitate foreign trade,

9. Offering incentives to exporters by allowing 100%ention of export earnings for
importation of goods,

10. Allowing foreign companies to import commodities &ale on consignment basis,

11.Allowing registered exporters to export specifiedmenodities for sale on
consignment basis,

12.Transit trade services are allowed to be carrigdnotionly by the State but also by

private entrepreneurs, companies and organizations.

To promote private sector participation in foreigade, private companies have initially
been allowed simultaneous transactions of expardsirports, arfimport first and export
later’ scheme as well as exports and imports on a camg&ighbasis. These schemes have

varied from time to time according to the econoamd political situation.

The exporters have the right to export all produetscept some important agricultural
products, forest products, petroleum products, ipuscstones, and minerals, which are
solely exported by the SEE. Importers have thet tiglmport all the products, except those,
which are specifically prohibited by the SEE and the Ministry of Commerce.

Occasionally, the list of export items and impoems are amended with or without explicit

announcement.

Moreover, two priority lists of import items weretérmined in 1998. The priority list (A)
includes agricultural machinery and farm implemerfestilizers, pesticides, high-yield
guality seeds, edible oil, oil and fats for soagustry, and construction stores and building
materials. The priority list (B) includes persongbods, household goods, foodstuffs,
construction materials, textile products, electand electronic products and general
products. The imports have been restricted withptlogortion of 80/20, that is, 80 per cent
of export earnings after tax must be spent forrh@ort items in the list (A) and 20 per cent
of export earnings after tax can be spent fortigoirt items in the list (B).

8|
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The Government of Myanmar changed its economic seodrom a centrally planned
economy into a market oriented system in late 198&e then, a series of structural reforms
have been implemented in the economy. The Goverhwfethe Union of Myanmar has
recognized, in the context of the market-orientednemic system, the private sector as a
prime-mover of the market mechanism and pays grtantion in its development. All-out
efforts are being made to encourage the activacpation of the private sector in foreign

trade and providing full support in every angle.
By these reasons, trade liberalization measures ingnduced as follows:

= To be in line with the changing economic systenivgte individuals or enterprises
are allowed to carry out the export and import bess which was previously
monopolized by the state.

= Border Trade was regularized in order to develod atrengthen bilateral trade
relations with the five neighboring countries. Thepartment of Border Trade was
established and its 11 branch offices providingha e stop service for border trade
matters in collaboration with various departmemiscerned.

= Export and Import procedures were realigned.

= Lowered technical barriers to trade and simplifeegbort/ import procedures geared
towards trade facilitation and promotion.

= Incentives are provided to exporters by allowin@ 20 retention of export earnings
for importation of goods.

= Trade notifications are being issued by specifyirgessary rules in conformity to the
changing internal and external business environment

= Exemption of commercial tax and customs duty onartgd items like fertilizers,
agricultural machineries and implements, inseotisidnd pesticides, medicines and
raw materials.

= The role of Chambers of Commerce and Industry nested and reorganized into the
Union of Myanmar Federation of Chambers of Commee Industry - UMFCCI,

for the promotion of trade and industry of the ptassector.

|9
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2.3.2 Myanmar in AFTA: Changes of Tariff Policy in1990s

Since the late 1980s, it has been accepted tha&ctheomic integration is a constructive way
to achieve regional and global competitive advamtg means of attracting foreign direct
investment and promoting trade. The formation ef fnee Trade Area (FTA) is one of the
economic integration stages. A free trade areabeaestablished by means of removing all

trade restrictions among member countries.

One of the influential regional economic integraioin the Asia-Pacific region is the
ASEAN Free Trade Area (AFTA), which was established992. The main objective of the
creation of AFTA is to increase international comitpeeness of ASEAN in terms of

attracting the flows of foreign direct investmethigreby stimulating intra- and extra- regional
trade. The critical instrument for accomplishingstlobjective is the Common Effective
Preferential Tariff (CEPT) scheme. It is the medtianto liberalize trade through the

elimination of tariffs and non-tariff barriers angppmember countries.

Since 1997, Myanmar has potential to benefit fraim membership in ASEAN by
participating not only in AFTA but also in all ase@f ASEAN economic cooperation.
Myanmar’s participation in AFTA may complement (hR8EAN trade and may lead to trade
creation. Myanmar’s integration into ASEAN is aiggted to bring significant benefits to its
economy such as greater trade and investment limkkin the region, increased
attractiveness to foreign firms from outside thgioea and more secure access to the large
ASEAN market.

Participating in AFTA requires certain levels o$tiutional changes to meet the fundamental
rules for economic cooperation with member coustriglyanmar began its institutional
reforms for transforming its market-oriented ecogoin 1988. In addition to these
institutional reforms, Myanmar also needed to aghly CEPT scheme for participating in
AFTA in 1997.

Although AFTA aims at attracting flows of investmieand promoting regional and
international trade, this study focuses on thestattflected by changes and implications of

the Myanmar trade policy. Therefore, this studgmis to examine the changes in Myanmar

10 |
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trade policy in the line with changes of the poétieconomy and with the participation in
AFTA.

Regarding the tariff policies, the customs dutyMyfanmar is basically a customs duty of a
fiscal nature. Previously, the taxation of interoiaal trade was based on the Tariff Act
(1953). The import tariff was organized into 198nmis and distributed into 19 sections. The
classification did not follow international standsr Tariff rates then were generally high,
ranging from 5 percent for certain types of unpsseel foodstuffs to 500 percent for some

alcoholic beverages.

Myanmar became the 169member of the “Customs Cooperative Council” (CGC)L991.
Steps were taken to realign the practices in theigo trade sector with international
standards. A new tariff law was enacted in 1998 face the Tariff Act (1953). Moreover,
as a member of GATT, the “Harmonized Commoditiesddietion and Coding System”
(H.S) of import classification was introduced in &ymnar for the modernization and
standardization of tariffs in line with internatanpractice. It has 8 digits level and enables
the collection of trade data precisely. The taxeblas been widened while the tariff lines
were extended to 5,472 items. The tariff rates rese been changed into the range of zero
to 40 percent. Out of the total tariff lines, 68gant of the items fall into the range of zero to

5 percent.

After becoming a member of ASEAN and participatimgA\FTA, the present tariff rates have
been reduced to (0-5 percent) within 10 yearsistaftom 1998 and ending in 2008. The
CEPT scheme (see Fig. 1) is the key instrumentvahitle for achieving goals set by AFTA.
In the CEPT scheme, products are classified agtheknging to the Inclusion List (IL),

Temporary Exclusion List (TEL), Sensitive List (Siand General Exception List (GEL).

The tariff lines of products in the Inclusion Lisad two programmes to reduce the tariff
rates, Fast Track Programme and Normal Track Pmogea According to the Fast Track
Programme, tariffs currently above 20 percent Wwidle to be reduced to below 5 percent
within seven years (by 2005), and tariffs at orolbeb percent to zero percent within five
years (by 2003). The Fast Track applies to therb8yxts group including a large number of
individual items and comprising about 32 percenthef ASEAN countries” total products.

Under the Normal Track Programme, tariffs above@@@ent are to be reduced in two stages:

| 11
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to 20 percent by 2001 in stage one, and to (0-Begmey by 2008 in stage two: the normal
programme of CEPT is accounted for 55 percent tal ®8SEAN products in terms of tariff

lines.

In addition, the General Exception category incBigeods excluded from the CEPT for the
reasons of national security, public morals, heaitsafety. These products account for only
about one percent of the total ASEAN products. Ehogmmodities, which are of prime
importance for the country (e.g. rice), are inclide the Sensitive List. Commodities, where
non-tariff barriers exist or the production of whi¢the government is promoting (e.g.
varieties of wood, fibers, and textiles) are ineéddn the Temporary Exclusion List.

In the present situation, there are 5,472 tamdiin Myanmar and tariff rates or 3,713 tariff
lines or 68 percent of total tariff lines that aleeady within the range of 0-5 percent. The
tariff rates will be reduced starting from the y@&00 and to soften the effect of tariff rates
reduction, the present tariff rates will be redutednly five percent. For those commodities,
which are included in the Sensitive List, tariftes will be reduced to (0-5) percent between
2003 and 2015.

To further accelerate implementation of the CEPMeste for AFTA, Myanmar is currently
reviewing its General Exception List. The Natio®FTA unit, in consultation with the
responsible economic ministries, has identified pheducts that may be transferred to the
Temporary Exclusion List. Myanmar has put textdesl apparel, chemicals, and machinery
and electrical appliances in the Temporary Excludiest, which accounted for almost 59
percent of the tariff lines, and rice, cotton, eefftea, silkworm cocoons, and raw silk in the
Sensitive List. The General Exception List includelecommunication equipment, arms and

ammunitions, explosives and works of art.
2.3.3 Export Policy in Myanmar

Myanmar’s export policy is to export all exportalsierpluses and diversify foreign markets
by using natural and human resources. The actvdfencreasing and diversifying exports
and improving the quality of products have beearafited to increase the volume and value

of export. The following are the main componeritMganmar’s export policy;
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Export promotion is the main ingredient of Myannsagxternal export policy,

2. The private sector is allowed to engage in extetraale activities in accordance
with the rules and regulations relating to export.

3. Export first is required in the case of the priveg¢etor, however, accounts transfer
between different foreign currency accounts hoisl@iso permitted.

4. The private exporters are allowed 100 percent éxptention.

5. All commodities are allowed to be exported excegtain restricted items like
rice and rice products and other products which @escribed to be solely
exportable by the state owned economic enterprisiés,a view to maintaining
internal food security.

6. All exports of the private sector including foreiggaders and state enterprises are
subject to licensing.

Normally, registered exporters/importers have thktrto export all commodities, except rice
and rice products and other products which arecples] to be solely exportable by the
State-Owned Economic Enterprises.

2.3.4 Import Policies in Myanmar

The Government of Myanmar introduced various reiste controls on trade in order to
manage scarce foreign exchange in the 1990s. Quhecsmtrol is the so-callédexport-first

and import-second” policythat provides the issuance of import licenseshenpbssession of
a sufficient amount of export-tax-deducted expoarnangs to cover the import bill.
Regarding the import policy, imports are allowediagt the export earning with a view to

promote exports and to overcome the balance oé tiaficit problem.

The purpose of these restrictions and controls twasduce imports, particularly those that
the government deemed to be non-essential. Eslsgotds are described in list A of the
obligatory imports, the share of which should berenthan 80 per cent of total imports,
according to Ministry of Commerce notice No. 15&f80ctober 1998. On the other hand,
non-essential articles and/or luxury goods aregetn list B of non-obligatory imports. The

share of this category is not permitted to exceeg@et cent of total imports. The government

urged private traders to reduce imports of nonvggdeand/or luxury goods and to give
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priority instead to essential goods, that is, goddsermined by the government to be
necessary for economic stability.

Private business firms are encouraged to importtalagoods, industrial machineries
including raw materials and other essential iterhdenthe consumer choices can be fulfilled
equally at the same time. The following are theme@omponents of Myanmar’'s Import
Policy.

1. Activities pertaining to import substitution areetimain ingredient of Myanmar’s
external trade policy.

2. Under the circumstances attempts have been madsbitute some import items
with natural resource based industries and impléatien of economic reforms, it
can be expected to manufacture value added itdmasskmi-manufactured or
manufactured products.

3. The private sector is allowed to engage in extetraale activities in accordance
with the rules and regulations relating to imports;

4. All imports of the private sector including foreignaders and state enterprises are
subject to licensing;

5. Agriculture; machinery and equipment, construcstores and building materials,
etc., are given top priority for import.

6. The private sector is required to import a spedifeio of priority items.

Commodities which are restricted for the time bearg a) Chewing gun, b) Cakes, c)
Wafers, d) Chocolate, e) Liquor, f) Beer, g) Cige® h) Others that are restricted in

accordance with existing law.

Policy declaration as to imports is to fulfill thasic needs of the country's economic sectors,
namely: agriculture, livestock breeding, fishergrelstry, transportation, manufacturing and

mining.
2.3.5 Border Trade Policies in Myanmar

Myanmar is located to East Asia (China), Southéash (ASEAN) and South Asia ( India

and Bangladesh). Among these various countriesegidn, there are differences in natural
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resource endowments and in industrial developmiages. Border trade was regularized in

order to develop and strengthen bilateral tradsticeis with the five neighboring countries.

In order to legalize Myanmar border trade, the diepent of border trade is undertaking the
registration of exporting and importing bodies éxports and imports of the private sectors
in the border trade. The bilateral border tradee@grents have already been signed between

Myanmar and all these neighboring countries;

Myanmar-India Border Trade Agreement ori' 2anuary 1994,
Myanmar-Bangladesh Border Trade Agreement on 28 1N9&y,
Myanmar-China Border Trade Agreement on 13 Aug@séi
Myanmar-Thailand Border Trade Agreement on 17 M41296;

® 2 6 T o

Myanmar-Laos Border Trade Agreement on 6 Decemb@0 .2

2.4 Trends of Myanmar Export and Import

The liberalized institutions in the external tragkctor in 1988 can be expected to have a
positive economic performance to some extent becafiprivate sector participation. An
open-door policy substantially increased Myanmaxgernal trade throughout the 1990s, up
to 2005, although exports and imports did not giowparallel. Imports grew more rapidly

than exports in the 1990s.

As seen in table 4, the volume of foreign tradehlexports and imports, grew from 1988 to
2010. Imports grew more rapidly than exports in 1880s. From 1988 to 2001, Myanmar
had a foreign trade deficit. Since 2002, the fareiggde had a gradual surplus due to the

expansion of natural gas exports.
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Figure 1. Myanmar Foreign Trade
Source: CSO Statistical Yearbook 2011

Year Export Value Import Value  Trade Volume Balance of Trade

1980 415.04 785.45 1,200.49 -370.41
1981 446.13 823.00 1,269.13 -376.87
1982 501.20 898.04 1,399.24 -396.84
1983 545.82 721.24 1,267.06 -175.42
1984 525.09 622.69 1,147.78 -97.60
1985 503.75 652.08 1,155.83 -148.33
1986 505.57 668.00 1,173.57 -162.43
1987 254.00 624.00 878.00 -370.00
1988 334.80 541.30 876.10 -206.50
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Year Export Value Import Value  Trade Volume Balance of Trade

1989 436.10 520.10 956.20 -84.00
1990 476.50 888.60 1,365.10 -412.10
1991 467.20 580.50 1,047.70 -113.30
1992 602.00 883.00 1,485.00 -281.00
1993 692.00 1,297.00 1,989.00 -605.00
1994 917.00 1,414.00 2,331.00 -497.00
1995 895.00 1,832.00 2,727.00 -037.00
1996 929.00 1,993.00 2,922.00 -1,064.00
1997 1,036.00 2,309.00 3,345.00 -1,273.00
1998 1,082.00 2,702.00 3,784.00 -1,620.00
1999 1,433.00 2,605.00 4,038.00 -1,172.00
2000 1,960.00 2,319.00 4,279.00 -359.00
2001 2,544.00 2,735.00 5,279.00 -191.00
2002 3,062.84 2,299.64 5,362.48 763.20
2003 2,356.82 2,239.97 4,596.79 116.85
2004 2,927.84 1,973.28 4,901.12 954.56
2005 3,557.21 1,984.41 5,541.62 1,572.80
2006 5,232.68 2,936.73 8,169.41 2,295.95
2007 6,401.71 3,353.42 9,755.13 3,048.29
2008 6,778.85 4,543.45 11,322.30 2,235.40
2009 7,586.94 4,181.40 11,768.34 3,405.54
2010 8,861.01 6,412.73 15,273.74 2,448.28

Source: CSO Statistical Yearbook 2011

2.4.1 Myanmar Foreign Trade with Singapore

Singapore is currently Myanmar’'s third largest tngd partner. Bilateral trade reached
US$ 3,624.27 in 2010, up from US$ 585.70 in 200 &ter trade liberalization, Myanmar
foreign trade had a deficit until 2011.
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Figure 2 . Myanmar Foreign Trade with Singapore
Source: CSO Statistical Yearbook 2011

Table 3. Myanmar Foreign Trade with Singapore

Year Export Value Import Value  Trade Volume Balance of Trade

1990 62.42 89.26 151.68 -26.84
1995 95.14 234.56 329.67 -139.39
2000 281.95 303.75 585.70 -21.80
2003 1,270.62 184.71 1,455.33 1,085.91
2004 1,360.95 237.37 1,598.32 1,123.58
2005 2,362.44 304.86 2,630.93 2,057.58
2006 2,809.65 383.44 3,193.09 2,426.21
2007 2,631.23 394.84 3,026.07 2,236.39
2008 3,215.68 378.68 3,594.36 2,837.00
2010 2,905.18 709.09 3,614.27 2,196.09

Source: CSO Statistical Yearbook 2011
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Moreover, Singapore is currently the sixth largamsirce of foreign direct investments (FDI)
for Myanmar with a cumulative FDI of S$ 4.4 billiafiend 2011

2.4.2 Myanmar Foreign Trade with China

Myanmar and China are historically friendship néigis sharing the longest border of 1384
miles. After the military coup, China and Myanmalations in diplomatic, political, security
and economy have grown stronger than ever befadettmoughout the 1990s and up to

now.

Beginning in December 1988, Myanmar set up bordadet offices in Lashio, Muse,
Namkham and Kunlong. In 1995, Muse area was selettd opened as a border trade point
with a one stop service being introduced. LateyaiMnar transformed the border trade to a
normal trade zone to enhance bilateral trade betvwlee two countries. The trade zone is
connected to China’s Ruili in Yunnan province whktyanmar’s border town of Muse.
Border trade between the two countries has beetiineed, regularized and institutionalized
since the adoption of the open-door policy by Myarsrgovernment. Bilateral trade and

economic relations between China and Myanmar hamg@rnued to develop in recent years.

Table 4. Myanmar Foreign Trade with China

Year Export Value Import Value Trade Volume  Balance of Trade
1990 63.76 »i 257.70 -130.18
1995 34.70 p2is a3 289.68 -220.28
2000 175.98 285. 461.09 -109.13
2003 290.90 43D. 780.55 -198.75
2004 366.95 488. 835.19 -101.29
2005 615.13 730. 1,345.41 -115.15
2006 697.68 )0 1,692.67 -297.31
2007 617.67 1,2@8.1 1,825.83 -590.49
2008 617.16 1,288.1 1,875.26 -640.94
2010 1,203.56 2,168.52 3,372.08 -964.96

Source: CSO Statistical Yearbook 2011

3Department of Statistics Singapore.
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China has enjoyed an important position in Myansdoreign trade and has consistently
ranked high among Myanmar's trading partners. Whganmar's exports to China
increased by nearly 3 times from 1990 to 2000 ardrvhar’s imports increased from US$
193.14 million in 1990 to US$ 285.11 million in ZD@s shown Table Blyanmar’s exports

to China consist predominantly of timber.

China provided the main supply sources, and Chipesducts flowed into the emerging
consumer goods markets in Myanmar. Myanmar’s ingpamtreased from US$ 625.13
million in 2005 to US$ 1,203.56 million in 2010.rabe with China became successful to a
significant degree so much so, that cross-bor@eletwith China has become a main element

of Myanmar’s economy.
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Figure 3. Myanmar's Trade with China
Source: CSO Statistical Yearbook 2011

2.4.3 Myanmar Foreign Trade with Thailand

Myanmar shares a 2400 kilometer border with Thdilaho comprehend the nature and
complexity of Myanmar-Thai political and economedationship we need to understand the
transformation of their friendship over the pasO5@ars. Border trade between the two

countries has a long history, but real regulatedidéotrade occurred after Myanmar gained
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ence in 1948. During the parliamen&asy (1948-1962), the value of trade was

marginal since the structure of trade and levekainomy was similar. In this era, major

traded items were rice, timber and other agricaltproducts.

After 1962, Myanmar turned to socialism. The rielahip between the two countries was

strained. All

business enterprises were nationdlire Myanmar. However, the situation

changed after 1988. Thailand also occupies an ifapbmposition in Myanmar's external

trade.
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Figure 4. Myanmar Foreign Trade with Thailand
Source: CSO Statistical Yearbook 2011

Table 5. Myanmar Foreign Trade with Thailand

Year Export Value Import Value Trade Volume  Balance of Trade

1990 62.42 89.26 151.68 -26.84
1995 95.14 234.53 329.67 -139.39
2000 281.95 303.75 585.70 -21.80
2004 1,270.62 184.71 1,455.33 1,085.91
2005 1,360.95 237.37 1,598.32 1,123.58
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Year Export Value Import Value Trade Volume  Balance of Trade

2006 2,362.44 304.86 2,630.93 2,057.58
2007 2,809.65 383.44 3,193.09 2,426.21
2008 2,631.23 394.84 3,026.07 2,236.39
2009 3,215.68 378.68 3,594.36 2,837.00
2010 2,905.18 709.09 3,614.27 2,196.09

Source: CSO Statistical Yearbook 2011

In 2003, Thailand accounted for 33.0 per cent obMyar’s total exports and was ranked as
the country’s single most important export destorat Thailand supplied 16.1 percent of
Myanmar’s total imports in that year and was rankedond as a source of Myanmar’s
imports. Gas exports to Thailand increased from 173$million in 2000 to US$ 1080
million in 2005 and US$ 2523 in 2010, and accounted more than 80 per cent of
Myanmar’'s exports to Thailand in that year. Myansagxternal sector has become
increasingly dependent on gas exports and the rmmpsevenue.

3. Research Methodology

3.1 Data Collection

This paper used methodologies such as descriptiglyses and various econometric models
to analyze the data series of exports and impdittese data are collected from several
sources such as the United Nations commodity tséatestics, Central Statistics Organization

of Myanmar and the Directorate of Trade.
3.2 Method and Technique of Data Analysis

One of the major purposes of trade liberalizatisrtd promote and accelerate economic
growth by capturing the static and dynamic gaiosnfitrade. Therefore, an attempt has been
made to formulate a statistical methodology foreasment of the impact of trade

liberalization measures on foreign trade valuesugh interrupted times series analysis,
based on the time series from 1989/90 to 2009/10.
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Interrupted Times Series (ITS) Analysisis a quasi-experimental method in which multiple
observations are made at regular intervals befodeaster an intervention (the interruption in
the time series). Statistical analysis can be tseldtermine whether there is a change in the

scores of the observations after the intervention.

The statistical methodology of interrupted timeiesranalysis is actually a regression
analysis technique which employs the concept of dymaariables for intervention. In this
study, interruption is trade liberalization measuraken by the Government. Most
researchers refer to use of dummy variable and iplltinear regressions for their

interrupted time series analysis for impact evadunat

In many cases, governments or public managers lmypwkers introduce and implement a
new project or a new policy or a new law to chaageattern of behavior of a system. This
statistical methodology, called interrupted timeiese analysis that is useful in evaluating
impact of changes in policies or programs on théepaof behavior. Interrupted time series
analysis assumes that a researcher has collediete aseries of observations such as the

following:

O1 O, Os O4 Os X Os O, Os O O1o

Where each O is an observation on an output variablof interest and X is the
implementation of a new program or policy whicttadled interruption or intervention in the
literature of time series analysis. In many casesearchers simply compare five
observations before X with five observations affgrusing a comparison of a mean or
proportion test. Such a comparison might be mistepdbecause the value of the output
variable Y obtained from observation@night have been in the trend of increasing or
decreasing before the introduction of the new mogrand observationg®night just be the

continuation of a trend.

In Figure A, observation £falls along a trend line that is simply the conttion of the line
from observation ©to observation O5. In this case, introduction ofesv program or policy
made no difference that would not have occurrgahsit practices had simply continued. The
pattern in Figure A represents the null hypothdsisthat there exists no impact of

intervention in interrupted time series. This id tite only no impact pattern in Figure A,
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however, each of the trend lines in Figures A isoah trend consistent with the null

hypothesis of no impact on output variable Y.

Using interrupted time series analysis is a matteéecognizing a few basic patterns, and then
knowing how to use multiple linear regressions tovpmle a statistical test for the results
obtained from the estimated regression models. @n@non pattern is a short-term impact
(or what time series analysts call a change irréefg). Short-term impact is one in which the
output variable Y makes an immediate change (drajse), but the underlying trend of the

data remains the same.

The independent variable, called the program vlejab a dummy variable which is coded O
if the introduction of a new program or policy @w is promulgated and to be in effect.
Treating output variable Y of interest as the deleern variable and program variable as an

independent variable, a regression model is r@getdhe required result:
Y =Bo+P.TLib +¢

The effects of trade liberalization measures applthe rate of change. A short-term effect
should not be interpreted as a temporary effeds H permanent effect, but its impact is

immediate (in the short-term).

4. Results and Discussion

The analysis of short-term and long-term impactsrade liberalization on foreign trade is

constructed as follows:
ExpV=BL+ BEXR +BsTOT +P4TLib+e  --mmmmmmmmmmmev (1)
ImpV= B1+ B.EXR +PsTOT +B4TLib+ £ ----mmmmmmmmmev (2)
Where ExpV = Total Export Value (USD millions), Iivp Total Import Value
ExR= Exchange rate (Market exchange rate, IMF Fi@iStatistics, Various Issues)

ToT= Terms of Trade (Market exchange rate, ADB Kelicators, Various Issues)
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TLib= Trade liberalization dummy variable which t®ded O before the year of 1998
(introduction of trade liberalization), and it isded 1 after the year of introduction of the

trade liberalization.
Table 6. Regression Results for Export after Tladeralization

Dependent Variable: ExpV

Independent Estimated Estimated @ Computed  Significant Remark

Variable Coefficient  Std. Error t-value P value
Constant -1447.447  482.976 -2.997 .007 R= 0.860
ExR 2.811 1.033 2.722 .014* R.= 0.837
ToT 28.223 6.915 4.082 .001* F=38.750
TLib 366.722 848.807 0.432 .671%*

*=gignificant at 1% level, **=significant at 5% leV

The multiple linear regressions is estimated thhotlge method of ordinary least squares
(OLS), based on the export data. The coefficierdEaR, ToT, TLib.

The estimated regression can be expressed as éallow

ExpV= 1447.44+ 2.811EXR + 28.223ToT + 366.722TLib

(-2.9971)  (2.722) (4.082) (0.432)

The dependent variable in this analysis is totgloets (ExpV). The first independent
variable is exchange rate (ExR). The second inddgrgnvariable is terms of trade (TOT).
The third independent variable (TLIbLR) is useds$sess any long-term changes.

The constant termf() is significant. The constant tern@; has no useful economic
interpretation and meaning in this case. Therefgigmificance off1 is not interested in this
case. The estimated coefficients of ExR, TOT anthR are statistically significant at 1%,

5% and 15% level, respectively.

Myanmar Exports are affected by changes in the angh rate and terms of trade. As the

exchange rate goes up, exports go up. The terntsadé are particularly important in
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influencing current domestic and foreign demandefquort commodities. A rise in the terms
of trade generates strong exports. When the tefrtrade are more favorable, the incentive

to invest in the export sector is greater.

The estimated coefficient of exchange rate (ExRnshthat an increase in the exchange rate
would cause increases in exports. The estimateffiaent of terms of trade (TOT) shows
that the increases in terms of trade would causm@ease in exports. The estimates show
that the adjustedRs high.

Moreover, the estimated coefficient of TLIbLR indies that Myanmar export increases by
366.722US$ millions per year with a significantatwe of 0.432 after the introduction of

trade liberalization. It is concluded that therevwsdence of a significant long-term impact on
Myanmar exports due to enhancing diversificatioexjforts. Upgrading the existing product

to value added products to increase its valueizuing the resources to effectively improve

technology and expanding its share established ehavloreover, research and development
should strengthen and develop cooperation amongnAsountries and Myanmar should

continue joint collaboration with advanced courdri#¢he results suggest that trade reform
has encouraged an increase in Myanmar export growth

Table 7. Regression Results for Import after Thaberalization

Dependent Variable: ImpV

Independent  Estimated Estimated @ Computed  Significant Remark

Variable Coefficient ~ Std. Error t-value P value
Constant 258.456 356.557 0.725 0.477 F=45.306
ExR 0.158 0.762 0.207 0.838** R2=0.883
ToT 9.592 5.105 1.879 0.076 R°:=0.864
TLib 1644.868 626.631 2.705 0.014*
*=gignificant at5% level **= gignificant 4l0%level  *** = significant at 15% level

The estimated regression can be expressed as éuallow

ImpV=258.456 + 0.158ExR +9.592ToT +1644.868TLIibLR
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(0.725)  (0.207) (1.879) (2.705)

The dependent variable in this analysis is totglarts (ImpV). The first independent variable
is exchange rate (ExR). The second independerahbtaris terms of trade (TOT). The third

independent variable (TLIbLR) is used to assesd@my-term changes.

The constant termBl) is significant. The estimated coefficient of EXFOT and TLib are
statistically significant at 5%, 10% and 15% lexedpectively. Myanmar imports are affected
by a change in exchange rates and terms of traglexéhange rates goes up, imports go up.
A rise in the terms of trade generates strong itspivom foreign countries. Moreover the
estimated coefficient of TLib indicates that importreases by 1644.868 US$ million per

year with a significant value of 2.705 after thaduction of trade liberalization.

It is concluded that there is evidence of a sigatffit long term impact on imports due to trade

liberalization.

5. Conclusions and Recommendation

In this study, it was found out that Myanmar’s exéd trade has been encouraged by means
of pursuing liberalized trade policy to transfoisi@conomy into a market-oriented economic
system. Along with policy reform, Myanmar has gair@@ increase in the volume of external

trade.

ASEAN became an important market for Myanmar sitie market has absorbed a fifth of
Myanmar’s exports and supplied nearly half of Myans total imports. Although Myanmar
still relies on exporting agricultural products amdtural resources, there are some

possibilities to diversify export items such agitexproducts.

There are many direct and indirect barriers thaditrg partners can impose on a country’s
exports. An exporting country does not have mucitvgroto avoid those barriers except
through trade liberalization agreements in mukilat, regional and bilateral initiatives. Most
developing countries depend heavily on their exgoftprimary products. Export earnings
instability has been experienced in developing tes due to the nature of both a low

income elasticity of demand and price elasticitydefmand for their primary commodities.
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Historically, the prices of primary commodities kadeclined relative to manufactured

goods, causing deterioration in the terms of trade.
The followings are the impediments to trade in Myan.

1. International Trade occupies a very important pathe national economy. However,
there are many trade restrictions and practicestwipenerate reverse effects for trade
promotion.

2. Imposition of a ten percent tax (i.e. 8% commertaal plus 2% income tax) leads to
discouraging the private sector to export Myannradpcts in the world competitive
market effectively and efficiently.

3. The existence of a duel foreign exchange rate, ioggaractice of duel exchange rates
(i.e. official rate and market rate) discouragesard investment and exports from
Myanmar.

4. A restricted availability of information requiredrfbusiness operation in Myanmar.
Frequent changes in the procedure of trade aetsvéire not transparent to the public.

5. A positive political climate is also an importamictor to promote trade performance

of Myanmar.

As this study examined the reform in tariff polity adopt CEPT scheme when Myanmar
participated in AFTA, it was found out that Myanmseems to be straightforward in the
adoption of CEPT scheme since 68 percent of tands in Myanmar have already reached

in the range of the scheme.

Last but not least, although this study suggesisesceforms for promotion of Myanmar
foreign trade and achieving benefits from economtegration, reforms should be based on
the integrated consideration for the overall ecopo®ince problems faced in each area are
related and have interactive effects on each otfatial reforms may not solve the desired
result and instead may produce unexpected new garsbl Therefore, more comprehensive
reforms should be carried out with the prospectseafizing the potentialities of regional

integration and setting the country on a steadly patievelopment.
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Export is one of the essential economic sectofdyanmar playing a significant role in the
national economy. Apart from direct contributionthe@ growth of GDP, it is also a source of

income, employment and foreign exchange earnings.

Further, the study emphasized calculations to aealthe determinants of growth in
Myanmar export and imports after trade liberal@atiAccording to in this study, the impact
of trade liberalization can be seen as significamd vital to overall exports and imports.
Myanmar export/import and volume of trade have bieereasing year by year because the
government is practicing a market-oriented systentes 1988 and is encouraging the
development of the private sector. The governmeriadced with a trade surplus after 2001
because it allows imports with export’s earning.eTdovernment is attempting to uplift

participation of the private sector by reducing gmment sector in trade.

A trade sector which has been liberalized can perfeery well in both export and import.
Although Myanmar trades with many countries, mdrant80% of the country's trade is to
ten countries (Thailand, China, India, Japan, MskySingapore, Korea, US, UK and
Germany). Nevertheless Thailand is Myanmar's legdexport market and China is
Myanmar's leading import market. But Singapore pssss the major share of Myanmar
export market because Singapore is not a neighdp@oantry with Myanmar. That is why
the largest foreign market is the closest to thmekiic market and the greater the amount of
trade. Therefore the main trading partners of Myanare neighboring countries that are not

developed countries.

Myanmar's growth performance in future depends tariag its foreign investment,

infrastructure development, technological improvetag strengthening domestic markets,
liberalizing trade policy, increasing investmentSMEs (Small-Medium Enterprises), and
investing in human capital. Myanmar depends onetnaidh other countries. She will face
unstable conditions due to economic fluctuation®tbier countries. That is why Myanmar
should produce towards its domestic market becklyssmmar population is large enough to

absorb domestic production.

There are two effects on trade due to trade libsxtn: trade creation and trade diversion.
Myanmar trade was promoted among members counafts introduction of trade

liberalization. After opening up its trade, a coynimports commodities from lower-cost
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member countries away from high-cost domestic itrgjudrade liberalization may cause
some trade diversion and shifting trade from mdfigient non- member countries to less

efficient member countries.
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Phase Two: Implementation of Sub-regional Researé&tespective Countries
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The research cycle involves:
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development and methodology. The students wiltipce their research designs and
action plans as training outputs;

e Technical assistance and advisory support to MINZ#cholars by experienced
mentors and academicians in the course of thendspeocess;
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subject experts and their peers;

e Scholars will revise their research papers and avgpas necessary, based on experts
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e Publication of reports as MI working paper series.
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The Mekong Institute (MI) is an intergovernmental ViSion

organization with a residential learning facility located on the

campus of Khon Kaen University in the northeastern Thailand.

It serves the countries of the Greater Mekong Subregion Capable and committed
(GMS), namely, Cambodia, Lao P.D.R., Myanmar, Thailand, human resources working
Vietnam, Yunnan Province and Guangxi Zhuang Autonomous together for a more

Region of PR. China.

integrated, prosperous,
and harmonious GMS.

MI is the only GMS-based development learning institute,
chartered by the six GMS Governments, offering standard and

on-demand capacity development programs focusing on MiSSion

regional cooperation and integration issues.

MI’s learning programs services caters to the capacity building
needs of current and future GMS leaders and policy makers on
issues around rural development, trade and investment

Capacity development for
regional cooperation and
integration.

facilitation, human migration, with good governance and

regional cooperation as cross cutting themes.

MI Program Thematic Areas

RURAL DEVELOPMENT
FOR SUSTAINABLE
LIVELIHOODS

TRADE AND
INVESTMENT
FACILITATION

HUMAN MIGRATION
MANAGEMENT
AND CARE

. Policy
Researc onsultatio

Y 4 X

Cross — Cutting Themes:
- Regional Cooperation and Integration
- Good Governance
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Rural Development for Sustainable Livelihoods
= Agriculture value chains

= Natural resource management

=  Food security and sufficiency

=  Productivity and post harvest support

. Trade and Investment Facilitation

= SME clusters, business to business and export
networking

=  Trade and investment promotion in Economic
Corridors

= Cross-Border Transport Facilitation Agreement
(CBTA) and Logistics

=  Public-Private Partnerships

Human Migration Management and Care

= Safe migration

= Labor migration management

= Harmonization of migration policies and
procedures

= Mutual recognition arrangement for education,
training and skills standard
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