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PREFACE

In response to a feﬁuest from the Union of Burwa, the Japanese
Govetnmenf dééided to conduct the study on the Renovation of the Four
_Industfial Prpjects and entrusted the survey te the Japan International
Cooperation.Agency_(JICA).

- JICA éént to Burma the study teams headed by Mr. Masayasu Sakanashi,
Unico International Corporation from January 27 to February 26 and from
May 22 to June 5, 1988,

The team held discussions with officials concerned of the Government
bf the Union of Burma, and conducted fisld surveys. After the team
returned to Japan, further studies were made and the present report has
been prepared. ‘

I hope that this report will contribute to the development of the
project and to the promotion of friéndly relations between our two
countries.

T wish to express my sincerest appreciation to the officials
concerned of the Government of the Union of Burma for their close

"cooperation extended to the team.

April, 1989

SN/

Kensuke Yanagiya
President -

Japan International Cooperation Agency
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Chapter 1 BACRGROUND OF THE STUDY, AND THE SOCIAL AND ECONOMIC CONDITIONS
OF BURMA

1-1 Background of the Study

i-1-1 Outline of HIC, and Background of the Four Industrial Projects

(1) Background and Activities of HIC

) Background of HIC

In.1962; the-Heavy Industry Corporation (HIC) was formed as a state
.cofpofétién"succeeding'the activities of the Home Utility Division
established in-1960. Under Order No. 1 of the Ministry of Industry
déﬁéd 16th March, 1972, HIC was reformed in 1972 to operate as a
Holding and Operatiné Commercial Ofganization, and it was allowed to

operate on a purely commercial basis since 1975/76.

HIC was formed with 867,064,200 Kyats of equity capital wholly owned
by the state. HIC is under the control of the Ministry of Industry
{2}. Although HIC is an autonomous entity, the Government controls
the management of HIC by means of sanctions for annual operation

pléns, budgeéé and other principle aspects of the management.
2) Objectives of HIC

The primary objectives of HIC were to promote industrialization of

Burma through the following undertakings:

1. To establish metal-based precision industries, which involve
comprehensive and complicated technolegy, such as the manufac-

turing of automobiles and agricultural machinery.

2. To establish machine téeol industries that will form the basis and
nuclei for the industrialization of Burma hased on agricultural

and natural resources,
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3.. To wanufacture capital goods required for the development of
electrical and petroleum enerqgy, such as distribuﬁioh transfor-

mers, oll pumping sets, electric motors, eto.
4, To develop casting and forging technology.
5. To develop electric and electronicrfébhnolééy.

6. To establish processing industries based on petrochemicals and

ﬁubber.

7. To develop technology for the designing, engineering and-manufaé—

turing of. plants, machinery, equipment anﬁ machine tools.

8. To acquire technology from other countries and to promote tréhsfek-

of technology in-c01laboration with those countries.

Development of HIC's activities

‘The Home Utility Division, the forerunner of HIC, was engaged in the

manufacturing of bicycles developed and designed in Burma and'also'in
the manufacturing of spare'parts to be supplied to the industries in
Burma,. . While taklng over the activities: oF the Home Utlllty Division,

in 1962 HIC embarked on the follow1ng proiectSv-

1. Light vehicles manufacturing projegt.

2. - Heavy vehicles manufacturing projeét

3. Agricultural machinery and.equipment manufacturing project
4, Eléctric and electronic products_manufaétu:ing project

At that time the Revolutionary Government. of the Union 6f Burma passed
the judgment that the Reparations Funds previously received from Japan
had not been utilized effectively for the rehabilitation and develop-
ment of the nation with the exception of the Lawpita Hydro Electric
Project. TFor this sole reason, the Revolutionary Government decided
to utilize the Reparations Funds to establish the above projects which

were to produce the products essentially required for the rehabilita-
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tion and developnent of the nation, and thus assigned HIC as the

,implementation agency for those projects,

~ HIC's task was to establish the automobile and machinery industries

which could ensure a étable supply of vehicles and agricultural machi-

nery, such as vehicles for land transportation, light agricuitural
machinery and equipment required for promoting mechanized agriculture,
and pumps for irrigation needed for the development of agriculture,
while establishing electric and electronic industries which would
supply electric appliances and electric/electronic apparatus needed
for the development of electric power and the extention of utilization

of electricity.

" With the mandate of the Revolutidnary'deérnment, HIC launched in

1962, the implementation'of the foregoing industrial projects under

the technical assistance rendered by the folléwing Japanese firms:

1. Kubota Iron and Agricultural Machinery and
.Machiﬂery Works Ltd, Equipment Manufacturing Project

(predecessor of Kubota,

Ltd,)
2. Toyo Kogyo Co., Ltd. Light Vehicles Manufacturing
(predecessor of Mazda Project

Motor Corporation}

3. Matsushita Electric ' Electric and Electronic Products
Industry Co., Ltd. Manufacturing Project
4, Hino Motors Ltd. ' Heavy Vehicles Manufacturing
Project

HIC expanded its operation to achieve its corporate objéctives,

Foliowing the accomplishmént of the above projects, HIC launched the
manufacturing of tractors and tyres with the technical assistance of
Czechoslovakia and also the manufacturing of machine tools with the

technical assistance of West Germany.
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HIC's organizational structure consists of the headoffice located in
Rangoon and six factories named in a series of No. 1 HI té No. 6 HI

constructed in the following locations:

Factories. - °  Locatioh

No. 1 HI Raﬁgoon

No. 2 HI Malun ’
No. 3B . Sinde

"No. 4 HI. _ .Htoan

No. § HI 'NYaunchidéuk_
No. 6 HI Thaton

The number of employees was 15,306 persons as of January, 1988. The
sales fevenue; gross profit and net profit of HIC during the last

three years were as follows:

(unit: million Kyats) .

Fiscal Year Sales Revenue Gross Profit  MNet Profit

1984/85 9132 252 36

1985/86 975 271 _ 40

1986/87 1,281 294 72
{Notes)

1) Piscal year {(from Ist April to 3lst March of the succeeding
year).

2) pProvisional figures for 1987/88 (in million Kyats):

Sales revenue: 1,050
Gross profit : 266
Net profit 2 54

Background of the Four Industrial Projects

The Four Industrial Projects refer to the four prejects. as listed
below that HIC has undertaken since 1962 by utilizing the Reparations
Funds of Japan and under the technical assistance provided by the

aforesaid Japanese companies,

N



1. Heavy Vehicles Mangfacturing Project

2. Light VEhicies:Manuéacturing Project

3. Agricultural Mabhinery and Equipment Manufacturing Project
4; 'Electric.and Electroniclproducts Manufaéturing Project

The Government of Japan has continuously extended economic assistance

_ tb_the Four Industrial Projects since 1962. Following the 8th and 9th

Repargtions Funds utilized for the Projects, the Government of Japan
provided the Economic and Technical Cooperation Agreement (ETCA) Funds .

and the DECF Yen Credit loans to finance the acquisition of additional

machinery and equipment and also the procurement of imported raw
" materiails, component:parts and other materials required. The total of

‘these funds and loans provided since 1962 amounts to 150 billion yen,

including the tommodity loans provided for financing the procurement
of importéd'raw materials, component parts and spare parts for main-

tenance yearly since 1977,

1-1-2 Role and Current Status of HIC and the Four Industrial Projects in

- (1)

the Manufacturing Industry in Burma
Position of HIC .in the Manufacturing Industry in Burma

HIC, as stated earlier, is the only manufacturer of precision machi-
hefy_such_as heavy and light vehicles, agricultural machinery,
electric and eléctronic products, tractors and machine tools, but also
the only manufacturer of tyres in Burma. HIC is one of the leading

manufacturers in terms of business scale and the number of employees.

As reviewed in details in Section 1-2 of this chapter "Present Social

and Economic Conditions of Burma, and the Tasks Imposed on the Four

- Industrial Projects™, the total value of production of the mation in

1986/87 was 104.9 billion Kyats in nominal terms, in which the produc-
tion of the processing and manufacturing sector was 33 billion Kyats
accounting for about 31% of the total value of prcoduction, In that

year the Gross Domestic Product (GDP) was 58.5 billion Kyats, of



(2)

(3}

which the value added of thé'processing and manufacturing sector was

5,9 billion Kyats accounting1for about—lﬂi of Gbp,

In 1986/B7Ithe'sa1es revenue of ﬁxc ﬁas approximately 1.28 biliién
Kyats which was equivalent to about 4% of the value of préducfion of
the processing and mannfacturlng gsector, and the gross profzt {sales
revenue less cost of ‘'goods sold) was 0.29 billion Kyats,'equ1valent to
about 5% of the value added of the Bector, hese flgures ‘demonstrate

that HIC holds an important position in the manufacdturing industry in

Burma,

Position of the Four Industrial Projects-in the HIC'S Operation

The Four Induetrtal PrOJects are the maln stream of the HIC's _opera- -

tion occupylng about 60% of the sales revenue as shown be10w-.

(B) Revenue from Four B/A(%)

. o .l.
Fiscal year (A) HIC_s.Sales Revenue Industrial Prolects

(in million Kyats)

1934/85 . 932 . 511 . B5

1986/87 1,281 _ 740 .~ 58

The Projects produce capital goods such as vehicles, agricuiturél
machinery and motors which other industries require for maintaiﬁing
their production act1v1t1es, vhile produ01ng electric appllances'
needed for satisfying the peoples demands. HIC 1ntends to expand the
production of the Four Industrial Projects to meet the needs for those
products, and the Four Industrial Projects'theféfore will play a more

important role in the HIC's operation henceforth.
Effects to Other Industries

The éctivities of HIC centered on the Four Industrial'Projec;é have
substantial influences on other industries. As HIC producés capital
goods which other industries require for maintaining and expanding
their production activities, should the.production of HIC be reduced,

it will adversely affect the activities of othér industries.
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(4}

As HIC is the manufacturer leading the machinery industry and the

electric and electronic industries in Burma, its role should not be

confined to the supply of the products but it shouid be extended to

prqvide related_industries.with technical assistance as required by

thgm'for imprdying productivity and expanding operations by utilizing

téchnolbgy andiexperienées built up in HIC.

In fact, HIC has assisted other manufacturers with the supply of some

equipment which HIC designed and manufactured for their import substi-
tution and also with technical services for the repair and improvement

of the machinery and equipment which they operate.
Current Situation of the Four Industrial Projects

Since the préduction facilities of the Four Industrial Projects have
been set up about 20 years ago, there are a large number of worn out

machinery and eguipment, causing deterioration of productivity and

product quality. As a result, the present production facilities are

not capable of filling the initial installed capacities. HIC is con-
cerned that the wear and tear of machinery and eqﬁipment will become
so serious that the production cannot be'sustained, if no measures are
taken to prevent it.

.

HIC has been devoted to the expansion of the local pfoduction of raw
materials-and component parts. So the localization of the raw
materials and componeht parts has progressed to some extent,
NeveftheleSS, there are many areas unlocalized yet due to constfaints
in manufacturing facilities and technology. The Government curtailed
the imports of raw materials and component parts to a substantial
extent in order to cope with the current stringent foreign exchange
situation, so that HIC was compelled to limit the production. In
order to sustain and expand the producﬁion, it may be important for
HIC-to form the basis for self-sustaining operation by expanding the

local production of raw materials and component parts so that the

~ operation may not be affected by the availability of foreign exchange.
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. 1-1~3 Background, Objective and Outline of the Execution of the Study
(1) Eackground of the Study

Agaznst “the foregoing background, ‘the Government of Burma ‘has made a
request to the Government of Japan to prov1de ‘technical a551stance for
conductlng a study (the Study) for the renovatlon of the Four '
Industrlal Pro]ects, In response to this request, the Japan
Internatlonal Cooperatlon Agency (JICA) dlspatched a contact team to
Burma in early June, 1987, and the team prellmlnarlly dlscu sed with
HIC to ‘define the scope and methodology of the Study 1n prlnc1ple.
Following the dlscu5510n of the contact team in early October, 1987,
JICA dlspatched a preliminary survey team ({the Preliminary. Survey
Team) to finalize the scope of work for the Study._ The Scope of Work
(S/W) and the Minutes of Meetlng for the Study on the Renovatlon of
the Four Industrial Progects were executed between the JICA s
Prellmlnary ‘Survey Team and HIC on October 14, 1988, a copy of wh1ch

is attached to this report,

(2) Objective and Scope of the Study

The objective of the Study, as set forth in the S/W, is to diagnose
factorles of the. Four Industrlal Projects and anestlgate the pOSSlbl—
lities of thelr renovation from technical and economic points. of. vxew.
The factories and sites as well as products and assembly lines to_be
covered by.the Study are those defined in Appendix IiI of the Minutes
of Meeting. The scope of tﬁe Study is set forth in Section III of_the
S/W. o

(3) Outline of the Execution of the Study

According to the aforesaid 5/W, the JICA's survey team'for.the'study
(the Survey Team) conducted a field survey in Burma for about one
month from the latter part of January; 1988. An interim report was
prepared on the basis of the findings made in-thé field survey and the
first stage of the Study, which was presented to the Government of
Burma in the middle of May, 1938. The reprasentatives of the Survey

Team visited Burma in early June, 1988 to discuss with HIC the interim



- report, “Based on the comments made by HIC during the review meetings
held in Burma, the Team succeeded with subsequent investigations and
examination after the interim meetings, This draft final report pre-

sents the outcome of the Study thus made.

The performance record of the Survey Team during the field survey and
the intérim review meetings, and also a list of the Burmese counter-

part members for the Study are attached to this report.



1-2 Ppresent Social and Economic situatlon of Burma, and the Tasks Imposed

upon the Four Industrlal Projects

1-2-1 Presant 8001a1 and Economic Sltuatlon of Burma, and Issues Relatlng

1

to Economic Structure of Burma
General Trends of the Burmese Economy _

For the last 14 years thé Government of Burina haé-ﬁurshéd the eédﬁbmic
development programs desmgned to promote "Industrialization Based on.

an Expanded agriculture®. Thls development strategy has been adopted
in "the Twentf~Year Long~Term Plan*l} for the period of 1974/75 —
1993/94" launched in 1974/75%2) and.has been implemented through speci-~
fic measures set in the successive four year plans which have been

formulated in the framework of the Twenty-Year Plan.

The Burmese economy has been ;argeiy dependent on the agriculturél
sector. At the early part of 1970's, with the cultivated land of -
approximately 19.6 mllllon acres (7.9 mllllon hectares) accountlng for
about 12% of the country's total land covering approx1mately 676, 581
km2, the agricultural sector largely contr;buted to the Gross Domestic
Product (GDP) by 32% in nominal terms or 26% in real terms while
absorbing about 66% of the active labor force. VThe sectbr also played
an important role in ensuring thé export earnings as well as the
supply of rice and other essential foods required for the population
of 29.2 millions of the early 1970's, increasing at about 2% per
annum, Under these circumstances the Twenty-~Year Plan primarily aimed

at the continuous expansion of agriculture,

{(Notes)

*1) The Long-Term Twenty-Year Plan was originally started in 1972/73.
However, this oridinal plan was abolished and the presently '
enacted Long-Term Twenty-Year Plan, as amended, was started in
1974/75.

*¥2) Specified years are fiscal years beginning in April and ending at
the end of March in succeeding years, except the years for con-

"sumer price index which are expressed by calendar years.
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At the same time the development of industry was also required for
achieving economic growth together with the establishment of a self-
sustaining eéonomy.. Thus the Twenty-Year Plan called for pursuit of

‘the development of industry as well as agriculture.

Table .1.2-1 tabulates the key economic indicators of Burma recorded
for the last 13 years frdm 1974/75 to 1986/87, and Tables 1.2-2 to
1,2-5 give the value of production and the GDP by industrial origins

achieved Quring the same period.

Through the Second Four-Year Plan (FYP)*3) implemented for 1974/75 -
1877/78, the initial four years of the Twenty-Year Plan period, and
the sucgeeding Third FYP for 1978/79 - 1981/821-Burma continued a
steady growth of economy.  The reai GDP has grown at 4.7% per annum in
average during the péribd of the Second FYP, despite the unstable
external:ecoﬁomié conditions affected by the first oil shock, and it
achieved a substantially higher growth at an annual average of 6.5%

during the Third FYP,

In recent years, howéver, thé Burmese economy shdws a stagnant ten-
denéy. buring thé Fouftﬁ FYP period of 1982/83 - 1985/86, the real
GDP growth declined to an average annual rate of 5%. Particularly in
lQBS/BG,Ithe final year of the Fourth FYP, the growth rate remained at
4.3%, and in 1986/87 it further declined to 3.7%.

fNote)

*3) -The_Fifst'Four-Year Plan was implemented in 1972/73 under the
abolished original Twenty-Year Plan. However, it was abolished
aftgr its implementation for one and a half years, since the pre-

sent Twenty—Year:Blan was started in 1974/75.
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The neminal GDP,incfeésed twofold from 19.3 billion Kyats (US$3.8
.billions) in 1974/75 to 42.9 billion Kyats (U$$5.7 billions) in
1981/82, and further to 58.5 billion Kyats (US$8.6 billions) in
1986/87, so that the per capita GDP rose in nominal terms from 650
‘Kyats (Us$127) in 1974/75 to 1,251 Kyats (USS167) in 1961/82 and
fufther to 1,544 Kyats (US$227) in 1986/87 as the population
'incréased at an average growth rate of'about Z%Iper annum from 29.8
millions in 1974/75 to 34.3 millions in 1981/82 and 37.9 millions in
1986/87. ' ' '

The sfeady'GD? growth;achieved through the Second and Third FYPs was

B substantiallf aﬁtributed fo a_high growth of the agricultural sector
‘together wifh a g;p&th'of the processing énd maﬂufacturing, power,
cohstrué;ioh and transportation sectors supported by increases in the
public sectbr investments, The agricultural sector achieved a growth
of value-added over 5% per annum in real terms from 1975/76 to 1977/78
and averaged.B.S% per annum in real terms from 1977/78 to 1981/82,
resulting in an increase in its share of the real GDP from 26.7% in
1974/75 to 29.2% in 1982/83. The share of the processing and manufac-
turing sector ‘in the real GDP'slightly increased from 9.9% in 1974/75
to 10.2% in 1982/83 with an average growth of 7.1% per annum from
1373/74 to 1877/78 and 5.3% per annum from 1977/78 to 1981/82,. while
the combined share of power, construction and transportation sectors

increased from 7,7% to 9.4% during the same period.

Afte;71982/83, hbwever, there was a stagnation in the agricultural pro-
duction and als§ fhe production in the processing and mapufacturing
sector. The growth of real value-added in the agricultural sector
declined to 3% in 1984/85,72.6% in 1985/86 and further to 2.5% in
1986/87.

A growth of realIValuEéadded in the brocéssing and manufacturing sec-
tor, after attaining annual rates over 7% in 1980/81 and 1981/82,
declined to 5.3% in 1982/83 and 3.3% in 1983/84, and after that
~recorded B.2% in 1984/85, 4.5% in 1985/86 énd 6.9% in 1986/87.

In view of the past trend of external trades, as shown in Table 1.2-1,
~ the exports increased from 0.9 billion Kyats equivalent to 4.8% of the
nominal GDP in 1974/75 to 3.5 billion Kyats equivalent to 8.1% of the
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GDP in 1981/82, whlle the imports: also 1ncreased from 1.0 billlon

Rvats equ;valent to-5.3% of the GDP to 5. 6 b;llion Kyats equivalent to

13.1% of the GDP during the same- perlod . Consequently, in 1981/82 the
external trade deficit expanded to 2.2 bllllon Kyats ‘as'much as 24
times of the def1c1t recorded. in 1974/75. The Burma's export earnlngs
“heavily. rely.on the exports of agrlqultural products and forestrprp-
ducts rep;esented by'rice and teak. Table 1,2-6 givés:the;current' .
trends in exports. .In 1981/82 the exports of the aféresaid-tWO‘éate—-
gories account for 79% of the country's total;expdrts.__In recent. -
years, the exports of agricultural pfoducts.tendéd tq.decreaée”due.to
the falling international rice prices and decfééée.inéﬁhéﬂékﬁofin
volume of rice, resulting in the 1985/86,expor£ valie as little as 58%
of that in-1981/82., “Thus, although the exports of forest products

" increased, the tbtal'eXpnrts in 1984/é5 decréased to 77%'0f the
1981/82 exports in value., - : .

Table 1.2-7 giﬁes the current trend in imports. Majority of the
imports are capital goods, and iaw materials and component parts fof.
industry uses. In-1981/82 imports of the capital goods and the raw
materials and component. parts account for 52% and 39% ofnthentOtél'
imports.respectively. In order to cope witn reduced ‘export earnings,
the Government curtailed the imports of those categories. 15*1935/36
the imports of the capital goods and of the raw materiaisnnng.qome
ponent parts were 94% and 67%,'ré5pectively, of thenlgéi/sz.imports in
value. In view of current trends of the imports,'afterla peak df 6.3
billion Kyats in 1982/83, with the Government measures taken ﬁoiéur-
tail the imports to counter the reduced export earnings;'tﬁe impdrts

steadily decreased to 4.5 billion Kyats equivalent to 7.7% of the

nominal GDP in 1986/87, so that the external trade deficit remalned in

the range of 1.6 to 2.1 billion Kyats during 1983/84 - 1986/87 after
the deficit peaked at 3.3 billion Kyats in 1982/83.

Table 1.2-8 gives recent trends in the balance of payments and the
foreign exchange reserves, The increased external trade deficit
deteriorated the country's balance of payments since 1980/81} rapidly
widening the current account deficit from l 5 billion Kyats 1n 1980/81
to 4.2 bllllon Kyats in 1982/83; the overall balance WOrsened from a'
gsurplus of 218 m11110n Kyats in 1980/81 to a deficit of 964 mlllion
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(2)

Kyats in 1982/83. After that, with the Govermnment measures taken to
curtail the meorts, the current account deficit was re&uced to. the
order of 1.9 to 2.4 b11110n Kyats. However, as the repayment of offlw-
cial external debts lncreased in 1983/84 onwaxd ~the overall balance,
after 1mproVed to a surplus of 251 mllllon Kyats in 1983/84, was
situated in a deficit of 385 milllon Kyats in 1984/85 59 million -
Kyats in 1985/86, and 110 mllllon Kyats in 1986/87.

In recent years, the fOreign éxchange'reserves have alab'deteriorateﬂ

.The reserves of 1.9 billion Kyats (US$287 mllllons} in 1980/81 fell to

0.4 billion Kyats (U8$60 millions) in 1985/87. The debt serv1ce ratlo
worsened from 20.5% in 1980/81 to 47.7¢ in 1986/87.. , '

Table 1.2-9 gives the consumer price index at Rangoon for the last 10

years from 1977 to 1986, The consumer prlces tended to be stable untll

1984, However, they show a rise of 6.9% in 1985 and 7.9% in 1986,

Major Issues of the Burmese Economy in Recent_Years_

In recent years the Burmese econcmy has-encquntérea several aif-
fibulties, including the deterioration of thefhalaﬁce of  payments and
the rise of consumer prices'tdgefher ﬁith the stagnation of economic

growth,

The economy, as reviewed in the preceding secﬁion,-dontinued a steady
growth up to the end of the Third FYP period (1978/79 - 1981/82). The
growth, however, stagnated after that (Table 1.2-1 to 1.2-3).

The balance of payments also rapidly deteriorated after 1980/81;'and
the Government tried to improve the imbalance by cuftailing imports,
In Burma, Since there &xist only a small number of industries.prb-
ducing raw materials and intermediates and the majofity of the
existing industries, therefore, is heavily dependent on the lmported
raw materials and intermediates, the restrlctlon on lmports, espe~
cially that on raw materials and intermediates, has hlndered the pro-
duction of the industries, weakening the basis of the country's
economy and depressing the exports. Conseguently, the foreign
exchange reserves became tight and the debt-service ratio also
deteriorated rapidly from 20.5% in 1980/81 to 47.7% in 1986/87, due
partly to repayment of official external debts which had increased

since 1983/84'onward (Table 1.2-8).
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Table 1.2-9  CONSUMER PRICE INDEX
. AT RANGOON (1978=100)

Years Consumer Change in
' Price Index Percentage (%)

1977 - 106.4

1978 109.0 -}6.0
1979 . 106.1 +)6.1
1980 187.2 +)1.0
1981 : 107.5 +0.3
1982 112.8 . 434.2
1983 118.3 +)5.6
1984 . 124.0 +)4.8
1985 132.5 $)6.9
1986 ' 143.8 +)7.9

. Note: = Calendar year .
fverage annual increase rate during

1977-1984: 2.2%

Source: Report to the Pyithu Hluttaw on the
Financial, Economic and Social
Conditions: 1984/85 - 1987/88
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At the same time,_a'riéé_in the consumer prices has béen_conspicuous _
after 1985. The consumer briées, as showyn in Table 1.2?9, had tended
to be stable until 1984 since the second half of 19705 due to the
effect of the Government pélicy to m&intain.low prices, excépt for
that of 1979 affected by the second oil shock. ‘After 1985, hoaner,
the consumer prices turned upward to lncrease by nearly 8% - in 1986.
Wwhen taking into account the facts that 34% of the commodities 1isted
for the consumer prlce_lndex,_are those controlled by the Government,
and that the bfficiél prices for thoée controlled commodities have
been held at a nearly same level siﬁce the second half 6f the 1970s,
it is surmised that the increase rate of the prices in an uncontrolled

market should have been much higher than the above.
Characteristics of the Economic Structure of Burma

The basic characteristics of the'eéonomy in Burma is that. the priﬁ»
cipal part of the industries, except the agrlculture, is undertaken
mainly by the state sector con51st1ng of State Economlc Enterprlses
(SEEs) and the Government departments, and the. prlvate sector plays ‘a
very minor role in the 1ndustr1es. This is because the Government
limits the business fields for thé'prlvate sector undex the Rights of
Private Enterprlse Law enacted in 1977, and glves priority to SEEs’ '
investments. The Government also gives prlorlty to SEEs in supplying
raw materials,_and thus, the prlvate_sector has_dlfflculty in
obtaining raw materials, The situation is Similar'in the marketing of
products. Imports and exports are controlled by the Government, and
the private ‘sector has various kinds of 1iﬁitation both in importing
raw materials and exporting products. The private sector also faces
difficulty in the distribution of products because the distribution

sector is also nationalized.

As a result, the share of the private sector in the GDP has curiently
declined in comparison with that accounted‘for around 70% in the early
1960's. Table 1.2-10 shows the shares of GDP by industrial origins
and ownership during the last six years from 1981/82 to 1986/87. 1In
1986/87, the share of state sector and cooperative sector accounts for
38.9% and 6.8%, respeétively, and the private sector accounts for:
54.3% of the real GDP. The agricultural sector; contributing_about

28% of the real GDP, remains in the hands of ‘the private sector; the
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share of the state sector and cooperative sector accounts for 0 4% and
6. 9%, respectively, and the prlvate sector accounts for 92 7% of the
real value-added of the agricultural sector 1n 1986/87. Thus, if the
agrlcultural sector is excluded, the ‘Share of prrvate sector in the
real value-added of the rest of the ‘economy- is only 39, 4% in that '

year.

In the processing and manufacturinq sector in les/Sf,_the:Statc and
cooperative sectors accounted for 55.7% and 4.6% of the -real sectoral
value-added, respectively, while the privato.sector_accouhtéd_for
39.7%. Tablés 1. 2411 and 1.2-12 show.the'sub—sectorsllstructure of
the value of productron and the value-added of the processrng and
manufacturlng sector 1n real terms. In view of the sub~sectoral
structure of the real value of productlon avaraged for the last three'
years of 1984/85 - 1986/87, the share of food and_hsverages acoounted
for 62%, realizing a share of 73% of the value.of production of the
processing and manufacturing sector for genersi consumer goods;3
ineluding food and beverages, clothing and wéaring apparel, personal .
goods and household goods. The- production of industrial.raw'materials
accounted for about 7%, mlnerals and petroleum products account for

- 5%, machinery including transport vehlcles, electrrcal “goods, agrl—
cultural equipment, and other machlnsry and equlpment accounted for
4%, and the construction materials account for 6%. The sub-sectoral
structure in the real value—added of the processrng and manufacturlng
sector in 1984/85 also shows a 51m11ar structure with a majorlty
accounted for by the general consumer goods such as food and bevera-
ges, clothing and wearing apparel accountlng for about 53%; and the
remainder shared by other sub- sectors, 1nclud1ng 11% for the
industrial raw materials, 10% for the production of minerals and
petroleum products, 8% for the machinéry (e,g,,-transport vehicles,
electrical goods, "agricultural equipment, and othex machinery and
equipment), and 10% for the construction matsrials.- This structuré
reveals the present status of the Burmese industry that is reprssented
by the manufacturing of general consumer goods holding a domlnant '
share and by the few lndustrlal estahllshments engaged in the manufac-

turing of capital goods or producer goods.

Table 1.2-13 gives structure of the real value of production by sub-

sector and ownership of the processing and manufacturing sector during
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1383/84 - 1985/86. In view of an averaée of-the production'value for
those three years, the private,sector accéuﬁté for 69% of the produc~
tion of general cohsuher'goddsisﬁch as food, beverages, clothing and
wearing apparel. The state sector holds a majority in the production
of industrial_iaw naterials and also of minerals and petroleum pro- -
ducts accounting for 77% and 86% réspectively.. For the machinery
including transport vehicles,'eieéﬁricél goods, agricﬁltﬁral equip=
ment, and other machiner? and equipment, the state sector’ accounts for
92% of the production. This manifests that the state sectqr-dominatés
the principal ihdustries producing capitél goods or éroducér goods,'
while the private sector is engaged in.small-séale or'cottagé
industries mainly for manufactufing food,rweéring appareiiahd other
general consumér goods but little in the fields related Eo the manu-

facturing of machinery or industrial raw materials.

Because of the industrial strﬁcturé in Burma as s#ated_above, except
for agriculture, production activities of the state sector have
substantial impacts on the Burmese economy. IHence, in the processing
- and manufacturing sector, as in other sectors, the state sector is
required to sustain efficient pfdduction activities and further expan-
sion in produétion so as to contribﬁte to a steady growth of the
Burmese economy. The SEEs, however, haverbeeﬁ.unable to éccuhulate
capital due to marginal returns gained through their opérations,
because the sales prices of their products have been fiked at low
levels under the control of the Government. Thus the SEEs have finan-
cial constraints in undertaking renovatién, rationalization or expén-

sion of their manufacturing facilities.

In general, in the countries whefe the private sgctor is allowed to .
operate business in all fields of industries, even if governmehts take
measures giving priority to the industrial activitieé of the public
sector, the private sector would undertake medium% and small«sdale
indusfrieé which are linked or relevant to the'principal industries
dominated by the public sector. This-formulates and develops
peripheral industries forming indusﬁrial clusters which fﬁnqtion to
support or suppiement the production.activities of the principal

industries, leading to an increase in domestic demands and production
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which. can induce reproduction on an éexpanded scale and thereby econo-
mic growth of the countries. Foreign capital ‘investments may also be
invited, as reguired, if the restrictlions on foreign investment are
eaéed and the investment climate is facilitated to attract foreign

investors. However, such a pattern of economic development is not

:applipable to Burma,_bQCause of the différent type of social and eco-

nomic institutions adopted in Burma. Therefore, in Burma it is
necessary for the SEEs to sustain efficient operation so that they can
accumulate capitai for re-~investment in order not only to expand the

production capacity of main streams but also to undertake, by them-

selves or in other SEEs, the production activities supporting or rele-

vant to the main streams which are to be undertaken by peripheral

industries if such industries are established in future,

The basic industry being in a formative stage and the peripheral
industries lagging behind, most of the SEEs are dependent largely on
imports for raw materials and component parts as well as spare parts
for maintenance, and their production activities therefore are adver-
sely affected by the Government's measures taken to curtail imports
coping with §tringent foreign exchange situation such as prevails

recently.

- The Burmese industry situated in a limited scope of production is

limited in the creation of intermediate demands as well as the

creation of employment, Thus;'the size of domestic demand remains
small without expansion. Under these situations, the production of
the domestic-market oriented industries is limited to a fairly small
scaie so that the productidn facilities have to be used for prolonged
periods without replacements, leaving the industry lagging behind in
technoiogical innovation. Hence, the industries in Burma lose export
competitiveness in competition with the products exported from other

countries where industrial development has progressed, Such a

‘situation hinders the vigoer of the industries in Burma.

4
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1-2-2 Targets of .the Economic' Policy in Burma and the Present Situation of

the Main Bconomic Sectors Relevant to the Four Industrial Projects
(1) Tﬁrgets of thelEédﬁomic_Policy in Burma

The polxcy target for the flscal year of. 1988/89 ‘is not publlshed yet,
but according to the policy target for 1987/83, an anmal 1ncrease

rate of GDP in real terms was set at 5%, whlle sectorjw1se targets were
set at 5.4% for the agricultural sector and 11% for the'processihg and
mahufacturing sector. In order to achieve the abové'tarﬁets the
Government puts emphasxs on the follow1ng points in its 1mplementat10n
plan for 1987/88 '

1. Strengthen mass participation in the implementation of economic

-plans,

2. Adopt effective measures. for upgrading the qﬁality of agricultural
_products and adopting more appropriate cropping patterns; and
implement special programs for self-sufficiency in food crops and

expansion of agricultural exports.

3. Formlate anﬁ*implement specific export promotion programs so as
to take full advantage of opportunities for export expansion of

merchandise and services Lo promote foreign exchange earnings.

4, Strive for consistency and coordinated development by balancing

the economic activities and the economic programs.

5. achieve the growth targets set in the plan through effective mobi-

‘lization of domestic resources.

6. Promote productivity and cost-effectiveness in every field of eco-

nomic activity.

The present situation of the agricultural, transportation and energy
sectors, which are the three main sectors relevant -to the Four

Industrial Projects is briefly described in the following sections.
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Current Situation of the Agricultural Sector

Agricultﬁre is the most important sector in the Burmese economy. For
the last 13 years from 1974/75 to*1986/87, the agricultural sector has
grown at a real growth rate averaged at 5.9% per annum which is higher

than the real growth of GDP averagéd at 5.5% per annum, the share of

_the agricultural:sector in the Gpp has consegquently increased up to

39.2% in nominal terms and 27.9% in real terms in 1986/87 (Tables
1.2-3 énd_lu2~4). The share of active labor force engaged in the
agriculture has declined Year'by'§ear,.but it still accounts for 63%
of the total active labor force. The ékport of agricultural products
has substantiéily contributed to the country‘é export earnings, and
the foreign exchange earhed through the export of agricultural pro-
ducts has played an important rble ih imports of raw materials and

component parts for the industrial production,

The WIP (Whole Township Special High Yield Variety Paddy Rice
Production Program), which was 1aunchéd in 1976, increased the yield
of paddy rice mainly in the rainfed paddy area in the léwer part of
Burma, by extension service on intensive farming technology adopting
the cultivation of the High Yield Variety (HYV) and the application of
chemical fertilizers. The increase in paddy rice production, however,
stagnated after 1982 because of limitation of yield per acre without

increasing the cultivated area. The domestic demand for rice

- increased more'fapidly than that of production, and the exportable

surplus of rice decreased year by year. 1In addition, as the inter-
naticnal pfiéé of rice fell,'thé'value of rice export decreased in
recent years. The depréssion of the agricultural sector is one of the

major causes of current economic stagnation in Burma.

Given such conditions, the Government has launched a prdgram for
improﬁement of'agriculture under the main tasks of (i) the achievement
of regional self-sufficiency of food, (i) promotion of exports, and
(iii)-increasederoauction of agricultural products for industrial raw
materials and promotes the following twd measures for achieving the
tasks; that is, the promotion of intensive cultivation method, and the

expansion of arable area by reclaiming the idle land and waste land.

' The Government plans to provide siperior seeds and adequate inputs

such as chemical fertilizers and agricultural chemicals required for
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them for improving productivity and- expanding operatlons by utnlizrng

technology and experiences built up in HIC.
Current Situvation of the Transportation SECtor'

The transportation in Burma is operated by three categories of organi-
zations, namely, the state-owned transport organizations,. cooperative
transport organizations, and private tranSport orgshizations. " The

Government givés priority'to the reinforcement of state-owned

transport organlzatlons, the state sector as in other economic sec-

tors. The transportatlon capa01ty of the cooperatlve transport orgaw

nizations is 11m1ted both in. transport volume and area covered., The

share of prlvate transport organlzatlons 1n the country s oargo -

transport 1s estimated hlgh, though it 15 dlfflcult to make Quan-
tltatlve assessment of the actunal 51tuatxon because of a lack of

published statistics available for the assessment,

Table 1 2 14 shows the record of transportatxon of 1nternal frelght by
transport drstante and by ownershlp in 1983/84 and 1984/85 The
figures show that the volume of cargo transported by the prlvate sec-
tor accounts for 84% of total volume, and also that the Volume of
cargo transported in short haul accounts for almost 60% of total
volume. It is estimated that_about 80% of the volume transported in
short haul were handled by-private operators using non—powered ships
or eartso Of the caréo transported_by road, the share_of'truck
transportation is estimated to be about 25%, of which éS% are haﬁaled
by private qperators.. Private truck operetors.are engaged_maihly.in
ﬁediuﬁ and long.haul transportation, while the state—owned transport

organizations are engaged mainly in short haul transportation.

Although there is no statistics_showing the oassenger transportation
handled by private operators, it.is surmised thatrthey are engaged
mainly in short haul urban transportatioh, Teble l.z—lseshows the
transportation of passengers by transportation modes for the last four
years from 1983784 to 1986/87. The figures manifest that the railway
transportation holds a large share of transportation in terms of
passenger-miles as compared to other transportation ﬁOdes. The road
transportation is mainly by buses, and taxi services cater to a minor

portion of passenger trahSportation.
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Table 1.2-14  INTERNAL FREIGHT VOLUHE

(Unit: 1,000 metric tons)
'1983/84 1984/85
Domestic Output *1) 79,825 82.871
Imports ' 805 888
Total Internal Freight Volume 80,630 83,759
0f which:
Short Hau!l 48:5‘]2 50: 292
Hedium Haul 17,132 18,060
Long Kaul 14,096 15,407
Transpertation by:
1) State-owned Transport Organizations 5,744 5,114
- Burma Rdilways Corp. (2,243) (2,120)
- Inland Water Transport Corp. {2,128) (2,302)
- Road Transport Corp. (1,237 (1,301
- Burma Five Star Shipping Corp.
(Coastal Transport) ' {136) (51)
" - QOther State-owned Organizations (5,119 (5.35T)
2) Cooperative Transport Organizations 2,194 2,247
3} Private Transport Organizations 67,573 70,381

Note: =*1) Tonnage of commodities_transported.

Source: Report to the Pyithu Hluttaw-on the Financial, Bconomic

and Sogial Conditions: 1987/88

1-35



- 88/1861 ,.maomu*vaoo 121208
pue uﬂeo:oom .ﬁmﬂocmaﬁm mn« uo- weynyy. anaﬂam ay3 07 jJoday :avInog

266°LT  BLG'LL 8I9°T 06G°LT - (ixey) seriy Jedussseq

8I'e 0TS OLI'S UT'S (e (1xep) seBuasseq
S . . : : N 3DIAIOG IXB]
009'6L9 £78°289 - LSS°I69 - LIS'9IL | (sng) seqy deTuesseq

ZIT‘8L -~ 8EE*6L - G8L'V6 6LL'VOT ﬁamasan {sng) ze8uasseq .
: L EE _ : : : ouﬁaumm hmmnmwmmm
‘jJodsuel] peoy

22927 800°8Tv . 62p'eay  930°LLS . seyry Iesuesseq

8vs'ie 21808 2ITpz - 8I9°8I . (42quny) siaduasseq
S o o : . “3J0dSURI] Jajey
~ 989°ceg’y 168°260°2 8CL‘8Z%'C  £€82'€BZTT . . S911l 1aBuassed
6608 - BP9CLS PIV 19 BET*19 (Jaquny) szouassed
. , © qIodsuely [iey
C (1emoy
(leuoisiacaqdy [RUOISTAOLZ) GR/YET 78/€861
L8/9861 - 98/5861 -

(puesnoyj ui . :31Up)

LE0ASNYHY AI¥ ONIANTOXA SATINTSSVL 40 NOIIYIHOASHYAL TYNEAINI S1-2°1 =198]

1-36



Rt

{4}

There is no basic statistics available for analyzing the requirement
for road transportation_énd.the adeguacy of the existing facilities,
bﬁt.it is obvious that the shortage is serious by observing the
situation in Rangoon. According to the plan for 1987/88, the
Government declared its target nbt on1§ to expand the capacity of the
state-owned trans?ort organizations by increasing the number of new
vehicles and enhancing periodical maintenance, but also to take simi~
lar measures for coopérative'and private transport organizations so as
to maximize the efficient utilization of available transportation

facilities as a whole.
Energy Sector

Table 1.2-16 gives the consumbtion of energy in Burma by major uses
and energy sources in 1982/83. The overwhelming majority of energy
consumption in Burma is dependent on non-commercial energies such as
fire wood. The consumption of petroleum products accounts for about
113 of total energy consumption, of which 68% is by the transportation
sector. The consumption of electric power accounts for only 1%, of
which 30% is for home use. Natural gas is consumed entirely for
feedstock and fuel by the industries, and there is no household use at
the present time. The consumption of né£ura1 gas remains at about 2%
of total energy consumption even with the industrial use for feedstock

being included,

‘The exploration and commercial-éxploitation of oil and natural gas

have been undertaken by the'Myanma Oil Corporation {MOC), a state-
owned petroléum corporation; but the production of crude cil has
currently been decreasing due td technical and financial constraints.
The existing refineries have adequate capacities to produce gasoline
and other petroleum products. so as to meet the domestic reguirements,
The production of petroieum products, however, has currently decreased
dﬁe to a éhbrtage of crude oil.  In order te supply gasoline and heavy
0il required by the industrial sector and transportation sector, the

refineries have been operated so as to maximize the production of

" heavy o0il by reducing that of kerosene. Nevertheless, there is a

tight supply of gasoline and heavy oil due to a reduced refining

volume.
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Burma has an adequate size of recoverable reserves of natural gas SO
that the production of natural gas can be increased. However, in
order to increase the supply of natural gas, it is necessary to under-
take the ﬂevelopﬁent of gés wells and also the construction of gas
pipelinés, which req&iré a'iérée amoﬁnt of capital investment.
Therefore, én integrated natural gas utilization program has to be
formilated, and-theﬂﬁevelobment of natural gas supply system,
includiﬁg drilling of gas wells and laying of.pipelines according to
the program, must be implemented at the natioral level. The
Government has a plan to extend the existing natural gas to some areas
by 1990; .If this plan is implémentéd, the distribution areas of
hatural gas will be expan@ed so that the natural gas‘can be used for

induét:iél fuel in those areas.

LEG has been consumed both for.industrial fuel and home use in the
recent years, but the consumption has not grown well, since it was
limited in supply, and more expensive than other fuels. The anmual
produétion of LPG is 15,000 tons, of which 6,000 tons are consumed
domestiéally and the remaining 9,000 tons are exported. A methanol
) pléntzhaﬁing'a capacity of 450 tons per day and using natural gas as
the féedstqck, commenced its operation in 1987. The methanol produced
is to be locally used in a blend with light oil as fuel for three-
wﬁeei motor-cars, while it is partly exported under a long-term
contract. Since the use of methanol blends is still in the trial
stage, the demand for the blends at present is small. Under this
situation, there is a surplus of methanol and it is partly supplied
aiso to the domestic industries for their use as a substitute fuel.
However, it is:expected that methanol blends will be increasingly
consumed in 2 to 3 years and the total outpﬁt of methanol will be

directed to blends.

The development-¢f electric power in Burma still remains at a low
Ievél'although there exists ébundant water resource that can be used
fdrfhydrdpower. As of 1984, a generation rate of electric power was
45kWh per person with a rate of electrification of 7%, which is fairly
low compated to othér countries in the region, Further development of
electric power is essential for improvement of the 1ivihg standard and

development of industries. Table 1.2-17 shows the future supply/
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consumption of electric power projected for the power development to
be undertaken by the Electric Pover CQrpdration (EPC). The present
progress of the power development seems to be fairly behind the pro-
jected development program. There are 64,400 non-electrified villa- |
ges in Burma. .. EPC plans to proceed wifh electrification of 28

villages every year.



1-2-3 Tasks to be Fulfilled by The Four Industrial Projects

(1)

(2

Major Issues to be Considered in Investigating Renovation of ‘The Four

' Industrial Projects

A review of the economic_structuré~and-the prgéent social and econo-
mic situaﬁibh in Burma, as made in the foregoing sections, indicates
the need to take the following three issues into consideration in-
investigating the renovation of the Four Industrial.frojects {the
Project). Firstly, the Project has to sustain ahd expand the produc-
tion in a form that can contribute to foreign exchange savings or ear-
nings. Secondly, the Project has to undertake ﬁhe_enhancemént of the
production lines with appiopriate means that can contribute to the
promotion of peripheral industries which are yet undeveloped, -
Thirdly, the Project should undertake the renovation and expansion of
the production lines which can contribute to the activatién qf other
sectors: by prbviding the equipment and parts which are requireé. The
direction of measures to be taken for these tasks is discussed in the

succeeding sections.
Measures for Contributing to Foreign Exchange Savings or Earnings
g .

As the industry in Burma Iargely relies for its supply 6f raw
materials and component parts on impotts, the industrial production
has currently been hindered by the Shortage of raw materials and com-
ponent parts caused by the curtailment of imports, a measure taken to
cope with the stringent foreign exchange situation. Most developing
countries pursue industrial development which is depehdent on the
imports of raw materials and intermediatés. If the domestic demand is
large enough to support an economic scale production, the prdduction
cost may be competitive in export markets, so that the prbducts can be
exported, Consequently, the foreign exchange reguired for the import
of raw materials and component parts can be earned through the
exports, which will lead to successful development of indust;iés
without deterigrating the balance of payments even if the industiies“
are dependent on imported raw materials and component parts, Such a
situation can be observed in the development process of such countries

as Asia NIES and Thailand.
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 In the case of Burma, however, as the domestic demand is still very

small and its expansion might not be expected in a short period, the
foreqoing development pattern is not immediately applicable.
Nevertheless, the-ihdustries may contribute indirectly to the improve-

ment of foreign exchange, even if they are unable to earn.foreign

_exchange by exports of their own products, but if there are other sec-

tors, which are engaged in exports, and if the industries can supply
the products which-are required by these sectors and the supply of
such_produéts can stimulate their exports, the industries may achieve
an indirect COntribution‘tq export expansion in the end. As the major
export iﬁdustries are agriculture and forestry in Burma, it is impor-
tant to ensufe_the_éupply of equipment and materials which are

required for sustaining the production activities in these sectors.

The:é‘;s another case ohserved in the process of the development of
export indﬁétries iﬁ the developing countries where the scale of
dgméstic'market for_an.industrial product is still small. There are
sﬁccessful examples of embarking on the production of exportable manu-
factufés:under-sub—contracting arrangements or other forms of colla-

boration with foreign companies which have effective marketing and

-diStribution{networksuabroad,_so that the off-taking of the products

for expéxts wan be assured by them. The examples for this type of

case may be observed in the garment industry and wood-working industry
in Burma. 1In order to promote such arrangements with foreign com-
pahieé,.i£ is important fér the Burmese industries to establish pre-
paredness for production at a level satisfactory to the foreign
companies. One of such measures is to establish an acceptable system
for guality control of products and intermediates, and control of

delivery.

Another measure to save foreign exchange outlay is to produce domesti-

cally raw materials and component parts which have been imported. It

is recommended to undertake the domestic production of selected items

and then expand the production items gradually, because there may be
some component parts for which the immediate undertaking of the
domestic production is not appropriate due to techmical difficulties..
The selection of the items for the domestic production must also be

made in due consideration of the facts that there are some items of
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(3)

whidb\the produdtion-costs mayrbe-Very high due: to a”Small%QCale pro-

. duction and also that, if the démestic prbductibhfof:ddmpbhent'parts.

is undertaken without the build-up of required technology and
appropriate production systems, it may fésu1t-ih.an unstablé*subply
and/oriinfeﬁior quality of the component parts. These points.have to

be considered in launching a domestic production project.
Measures for Fostering_the Peripheral induétries

As described above, in Burma, there exist no peripheral industries
which would be formed around the'ﬁriﬁcipalJiﬁduStriea, herice no spe-
cializatidﬁi” Thus, the SEEs, which are eﬁgagéd:in the prihcipél .
Lndustrles, have to undertake such supportlng or supplemental func~ -

tions by themselves within their own organlzatlon or in other SEES.

In order to ensure stable productlon, HIC also has to have not only
main production lines but also the supportlng functions such as manu~
facturlng parts, manufacturing and repalrlng the. ]lgS, tools and dles
and maintaining the machinery w1th1n its organlzatlon or in other )
SEEs. At the 1n1t1a1 ‘stage, these supporting units w111 functlon to
suppprt HIC's production. They, however, have the " potentlal_to grow
into'independent;?ntitiés specializing-iﬁ metal working('ané repairing
and manufécturinq machines in the future. HIC should promote such
development which results in fosteéring the peripheral industries. To
this end, it is important to handle the businsss from other SEEs in

addition to that of HIC.

At the same time, it is recommended to establish other drganizations
which can widely'provide repairing and service for the products
supplied by HIC, As repair shops for motof cars could grow intb'inde-
pendent business as the number of motor cars increases, so could it be
with the repairing and service for other products., It is impoitant

that HIC structure the nuclei for such business for the future,
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(4)

Measures for Contributing to Activatiom of Other Industries

‘The HIC's products contribute to sustaining the activities of other

economic sectors and also o improving the living standard as sum-

marized below. Thus, HIC's stable and ‘continued production with

appropriate expansion is indispensable to activating the national eco-

nomy of Burma.

Especially for the products which are required for such sectors as

agriculture and forestry that can contribute to immediate activation

of the Burmese'economy, it is important for HIC to sustain efficient

proauction and further expansion.

1.

For the agricultural sector:

a) Contribution to mechanization of agriculture (supply of power

tillers, threshers, etc.)

b) Contribution to expansion of agricultural infrastructure

(supply of diesel engines and pumps)

For the forestry secter: Supply of transportation facilities to

move timber (trucks)

For the fishery sector: Contribution to inland aquaculture

{supply of water pumps})

For the traffic and transportation sector: Supply of transpoxr-
tation facilities (bus, truck, passenger cars for taxi, etec., and

marine engine for river boats)

For the energy sector: Contribution to expansion of power distri-

bution network (supply of transfofmers)
For the improvement of the living standard:

a) Contribution to improvement of the living standard by electri-
ficatioﬁ'(supply'of various kinds of electric appliances,

watt-hour meters, dry cell batteries, etc.)



b} Contribution to improvement of the living standard in remote

areas by supplying portable generators.

¢) Supply of fire engines, and ambulances









Chapter 2 MARKET ASPECTS

'2-1 Distribution Channels
' 2-1-1 Introduction

Ninety'percent.of'théAimpbrté to Burma consist ‘of capital goods including

raw materials and supplies, parts,; tools for industrial use, construction
materials, machinéry,.and transportation equipment (Table 1.2-7), .As all

imports are controlled by the Government, the specific item to be imported
and its quantity are regulated at the stage of allocation of the foreign

~ exchange, Consequently, regular imports of industrial products for the

general consumers are virtually nil.

'The'apprOVal of the G¢vernmeht-ié required for imports 6f raw materials,
parts, tools, ‘and capital goods. Imports of products that are produced
domestically, such as vehicles, are not approved except in the following

cases:

1. Import of equipment, machinery and supplies of ﬁrojects for economic
aid by the World Bank, Asian Development Bank, and foreign govern-

ments,

One example is the Timber Corporation which was granted approval to
impért long bbdy and high loading capacity.trucks for moving teak
timber, as part of the promotion of teak export and imported them from
 Hino, Isuzu, and other Japanese auto manufacturers with a loan from
the World Bank. Even such a SEE as Timber Corporation, who makes
great contribution to exports, is not free to use funds acquired by

exports without the approval of the Covernment.

2. A case in which an individual who worked abroad and acquired foreign
_exchange, brought into the country a vehicle that the individuval
purchased with such foreign exchange, for his own personal use -~ the
- Burmese systeﬁ permits such a case, and many of the foreign-made motor
cars that are noticeable in Rangoon are those that were brought in by

such individuals under this system.



Industrial products for the general consumers such as eiectriéél products

manufactured in the neighboring countries including Thailand, China and

India have penetrated the markets in Rangoon. These  products enteféd*the"'

country from neighboring countries through the border trade, and as they do'

not enter through the regular channel, there is no statlstics, but- the
amount is estimated to be substantlal. Raw materlals, parts and capltal
goods are imported dlrectly by the state corporatlons who use them under
the 1mport llcenses and forelgn exchange allocatlon 1ssued by the

Government .

2-1-2 Distribﬁtiqn Channels of Industrial Products

The end consumers of the induStrial products of Burma can be broadly

divided@ into the government organizations including government agencies and

the staté éorporatiohs, and the general consumers (p:ivate fi:ms and
individﬁaié). The'distribﬁtion'channels différ between sales{to_the-
governmenf organizations and-to the general consﬁméré,_but fhese channels
are simpler than those of other countries. fThere are niﬁe‘SEEs that manu-
facture industrial products (HIC under the Ministry of Industry (2) and
eight SEEs under the Ministry of Industry (1)), and the products manufaC*
tured by these SEEs are distributed through the following channels:

1. To the government organizations including government agencies and
. state corporations: direct transactions with the particular organiza-

tion-
2. To the general consumers:

a. through the co-operatives

b, through the specialized sales corporations

2-1-3 Distribution Channels for the Products of HIC

The distribution channels for HIC producps can be largely divided into the
five types. The sales through each channel are described below, - The
figures in parentheses following a produét:indicate the percentage'of thé
product sold through this channel to the total amount of thé product éold
by HIC,



(1) Supply to the Government Organizations
1} _Supply'qf Products to be Used by the Government Organizations

When the producﬁs to be uSéd.by the government organizations including
government-agenéiés aﬁd'state corporations are supplied to thém,
difect.transaciign takeé-plgce betweén_HIC and the particular organi-
zation. The:followihg ﬁroducts #re those that have been supplied
directly tq'thege‘brganizations. Whén an organization purchases any
prd&déﬁrwhich:is'booked as an_asset,”the_organization must submit a
broauéfs puféhase plan to.theiGove:nment at the beginning of the year
' fof'épproﬁaL'pfior to tﬁe'purchase of the product. ©n the other hand,
prodﬁcts_to be used as éonsumabie goods and fixtures (e.g., dry cell
batteries, fluorescent lamps, incandescent lamps, electric fans, ete.)
'aré.phrqhased by tﬁe organizafions within the annual operating expense

budget allocated to the organization.

Dry cell batteries (10}, Fluoréscent lamps (10}, Incandescent
lamps (10), Watt-hour meters (100), Distribution transformers
{100), Lighting fixtures (60), Electric motors (60), Electric fans
~(90), 600 cc pick ups and vans (30), X-2000 jeeps (100}, T-2000
light trucks (80), 6.5 ton trucks (80), 33 passenger buses (100),

Pumps (10), and Diesel electric generators (70).

- 0f the state corporations that use the products of HIC, Electric Power
Corporation (EPC), Road Transport Corporation (RTC), and Timber

Corporation {(TC) are the large users.
‘a) Electric Power Corporation (EPC)

© Bt the same time that they are a user of the watt-hour meters and
distribution. transformers, this corporation is also in charge of
planning of electric supply which affects the demand for every kind
of.eiectrical equipment. EPC will increase the electric generation
capacity at the rate of 10%Iper annum and plan to achieve a capa-
city which is 2.6 times of the present capacity in 10 years. HIC
has set its estimafes for demand for electrical equipment on the

basis of this plan.



b)

c)

Road Transport Corporation. (RTC)

This corporation operates three depa:tﬁents: the Haulage Department

which handles truck freight transportaﬁidn’throughout the country

{with a_stock_of'z;Boﬁ vehicles of whiéh_l,SOD_are in'gpéraﬁion),

the Passenger Service Départﬁeht'which'héhdles'the regular bus ser-
vice in Rangoon City and on the trunk llne roads (thh a stock of "
1,300 vehicles of whlch 350 are in operatlon), and the Tax1 Seerce
Department which handles the taxi transportatlon in Rangoon City
(with a stock of 400 vehicles of which 160 are in ohefation) " This
is a large user of both the heavy and llght Vehlcles manufactured
by HIC. The ratio of vehicles in operatlon to those in stock is
low due to the limited number of operable Vehlcles._ There are a

number of vehlcles ‘that have become 1noperable due to ‘the shortage

‘of spare parts, while there are those that have explred their

lives. BEach vehicle pocol has a fépair shop, but as there is a

shortage of spare parts, complete repairs are inhibited.
Timber Corporation (TC)

Teak, as well as rlce; is 'Burma's main export This corphration'
has approximately 2 000 trucks in stock. and’ is’ responSLble for ‘all
stages from logging to the Shlpment of timber from~the gxportlng
ports., Of the trucks in stock some 1,500 are the TE-1l or TE-21
model producéd by HIC, However,rof”theséhdnly aboht'half {750). are
in operation, about 600 are'iﬁoﬁerabie because 6f.lack of spare
parts, and the rest, and about 150 are those that haﬁe_éxpire&

their lives,.

In addition to the general repair shops in each state and district,
there are a large number of repair centers. Therefore, should the
supply of spare parts be adequate, it would be possible to increase

the vehicle operating rates.



2)

{2)

1)

Supply of Agricultural Machinery and Equipment

s indicated below, a major portion of the agricultural machinery and
equipment is sold to the Agricultural Mechanization Department (AMD),

but there is a small portion sold to the Agricultural Corporation.
pumps (80}, Power Tillers (100), Threshers (100)

AMD promotes the research and dévelopment of agricultural machinery,
equipment and tools which meet the conditions of Burmese farming., It
has tractor stations in 90 locations with a total stock of 5,000 trac-
tors and lends them along with the agricultural machinery, eguipment
and ﬁoolé'té_the'farﬁéfs. In addition this department has set up
repair shops for agricultural hachinery. equipment and tools, where
Qofkéhop_training-and counseling services are provided to farmers.

AMD sells pumps, tillers and threshers via these stations to farmers,

Also the Agricultural Corporation purchases the agricultural machinery

for its uses directly from HIC.
Sales to the Private Sector
Sales through the Central Cooperative Society (COOP)

The products sold to the general consumers through COOP are as

follows:

Dry cell batteries (75}, Fluorescent lamps (75), Incandescent lamps
{75), Lighting fixtures (30), T-2000 light trucks (20 - for private

use), 6.5 ton trucks (20 -~ for private use)

CCOP has sub—organizatioﬁs comprisihg 14 societies on the state and
district level, 298 societies on the township level, and approximately
20,000 societies on the primary level, The products of HIC and

the eight other Industrial Corporations are sold throughout Burma via
this organization. The total-turnover for 1986 was 830 million Kyats.
A list of the items handled and photographs of samples are distributed
among the local cooperatives and the members place orders on the basis

of this list. The payment is on a cash-on-delivery basis.



2) Sales through the Trade Corporations -

'\The Trade Corporations that handle the products of HIC are the
_.Construction and Electrical Stores.Trade‘Corporatibn (C & EBTC) and

the Vehicle and Machinery Stores Trade Corporation (V & MSTC),
a) C & ESTC

C & ESTC has sales outlets in 19 locations throughout Burma and
handles sales of construction materials and supplies and electrical

equipment.
The products handled by C & ESTC are as follows:

Dry cell batteries (15), Fluorescent lamps (lS);iInéandeSCent

lamps (15}, Lighting fixtures (iﬂ);'Eleétric acééSsofies'lloo),

Electric fans (10).
b) Vv & MSTC

V & MSTC has sales outlets in 25 locations throughoﬁt-Burma and a
large number of repair shops. It handlqs spare parts for vehicles,
components, motors, pumps and portable diései genératdrs. ‘The prdn

ducts handled by the V & MSTC are as follows:

Motors {40), Pumps (10}, Portable diesel generators (30},

600 cc pick ups and vans (70 - for taxi or private use).
3) Direct Sales by HIC

HIC has their own sales outlets in Rangoon and sells dry cell bat- -

teries, fluorescent lamps, tools and spare parts.

The supply of each product of HIC to the main dealers and users is shown in
Table 2.1-1,

2-6
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2~2  Price Mechanism of Mamifactured Products
2-2-1 Pricing Policy of the Government

Bach Industrial Corporation is.specialized in the range of products it
manufactures, and so there is no competition between the different cor-
porations, each manufacturing its products'exclusively; ' As described in
Section 2-1-1, imports are limited and therefore there is no competition
with the products impofted in a reéﬁlar.way. The production of various
products is controlled by the Government, and prices of the products are
also contreclled. The principal objectives of this control are reduction of

production costs and stability of the prices of the products.

The Economic Coordination Committee (ECCOM), formed by the competent
ministers of the Govermment, using the Pricing Committee, an ad hoc éommit—
tee, as an examining institution, checks and passes the final decision on
the price proposals submitted by the industrial corporations thfough the

competent ministry of industry.

2-2-2 Procedures for Controlling Prices

HIC is one of the SEES, and operates as a self»supporting'éntity on the -
prices and budget approved by the Government. When HiC needs a revision of
price, they will submit a "Cost Allocation Sheet" and a "Cost Review Sheet®
to the Pricing Committee through the Ministry of Industry (2), who are the
competent ministry. The final proposal prepared by the comﬁittee after
checking and adjusting the original proposal, is submitted to ECCOM and
approved, Up to 1972, there was almost no need for revision of the prices,
but after 1972, fairly frequent revisions were necessary because of the
fluctuation in the prices of the raw materials and the foreigﬁ exchange
rate. The price revision taken place in 1987, approved a price increase in
the range of 10 to 15%. Looking at the Cost Allocation Sheet, the total
annual production cost arrived at by adding the raw ﬁaterial costs, labor
costs, fixed costs, variable costs, administrative expenses and other
expenses based on the annmual planned'production, is divided by the plénned
annual production which gives the unit manufacturing cost per product

(referred to as Prime Cost)., To the Prime Cost are added the regular HIC

2-8



profit and margin and the excise tax, which results in the ex-factory
pfice; HIC sells its products to the distribution organizations or the
users at this ex-factory price as a rule. The distribution organizations
that purchased from HIC formulates the gselling price to the general con-
sumers by adding the excise tax that is imposed on the distribution organi-
zations, and fhe storage costs, freight, distribution service fees, other
expenses and the regular profit and margin to the ex-factory price of HIC.
Such price to the general consumers is also subject to the approval of

BCCOM,

2-2-3 Market Price and Demand

Consumers' goods are sold from HIC to the cooperatives or the two spe-
cialized trade corporations, C & ESTC and V & MSTC, who finally sell them
to the general consumers, Producers' goods are sold from HIC directly to
the users, Table 2.2-1 shows the HIC ex-factory prices for the main pro-
ducts produced by the Four Industrial Projects and the official sales pri-
ces to the general consumers of the products listed which are handled by
the above mentioned specialized trade corporations. As may be seen from
the table, the sales prices of motors and pumps to the dgeneral consumers
are higher by 47% and 161%, respectively, as compared to-the HIC ex-factory
prices, but for the other products the prices to the general consumers are

set at around 10 to 20% higher than the ex-factory prices.

A portion of the electriéal products sold by C & ESTC and the cooperatives
pass into the hands of the private retailers and are sold on the general
market. Also 3016 are the electrical products that entered the country
from the neiéhboring countries through the border trade. For these pro-
ducts the findings of the survey conducted by HIC are shown in Table 2.2-2.
The electrical products from the neighboring countries are sold at prices
fairly higher than the official prices, but the products of HIC sold on the
market are priced higher than the foreign products. Table 2,2-3 shows
HIC's share of the supply estimated on the electrical products and the
sales prices of these products on the market in contrast with the HIC ex-
factory prices, Comparing the price ratios shown in this table with the
ratios between the official prices of C & ESTC to the general consumers and

the HIC ex-factory prices as shown in Table 2,2-1, the general market pri-
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ces are higher than the official prices of ¢ & ESTC in any of the cases,
The price differentials vary fairly from product to product, but the
generaL market prices fct suéh prcducts as. fluorescent lamps and electric

'accessories,-for which HIC's share of the supply is low, are 3 to 4 times

- of the official prices to the géneral éonsumers. Even for the products for

which HIC has a high share of the supply such as dry cell batteries and
incandescent.lambs, the general market prices are 10 to 50% higher than the
official prices to the general consumers. The fact that these products
sell even at these high géneral market prices implies how strong the demand

of the general consumers is for these products.

2-3 . Demand and Distribution Conditions by Specific Products

The rebord of shipmént_offbrbaucts of the Four Induétrial Projécts for
1984/85.thgough 19S6/87'is shown in Table 2.3-1. The demand and the
current situation_@f HIC's supply of agricultural machinery, vehicles and
electrical products are described below. Also, for the products supplied
by-HIC, the rate.of HIC's supply to the demaﬁd and the potential demand as

estimated by HIC and other related organizations are shown in Table 2,3-2.

2--3-1 Agricultural Machinery
(1) outline

As already mentioned in Chaptef 1, in order to promote expansion of
the agricultural production, the Government proceeds with the promo-
tion of double cropping in order to further advance the intensive use
of‘the-presént.cultivated itand and the expansion of the area of culti-

vated land'by developing idle or uncultivated land.

In order to sﬁcéeed with the double cropping it is particularly
necessary to ésfablish a system of_Well#timedfagricultural operations
from the harvestihg of the main_séason crop to the sowing of the off-
season cfop, ‘Generally, the main season crop,is'paddy rice. In the
case of the local varieties which had been cultivated, the périod from
planting to harveéting is long taking somé 170 days, and 145 days at

shortest debending on the variety, However, with the WTP Program for
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the introduction of the hlgh yleld improved varieties of paddy rice it
is possible to harvest in 110 to'120 days. As a result, if the pre—
paration for the second c¢rop prqceédé satisfactorily afteL the harvest
of the first crop, the_SOWing of the seed for the second'érop is
possible while there is still sufficient moisture in the s§i1 for the
seed to germinate. The appropriate time for the sowing of the second
crop is not later than the middle of Deéember,-for after tﬁis period
the moisture in the soil decreases, the 5011 temperature drops, and
the soil conditions become unfavorable for seed germination.

Therefore, the sowing of the seeds for the second. crop has to be

completed by this time,

However, even with the introduction of the high yield-improved-
varieties of paddy rice having a shorﬁer growin§ pericd, the harvest
time for paddy rice, the main séééon drop, is from October to the end
of November, so that the time left for planting of-the second cfop is
very limited, A possible solution to this problem is either planting

of paddy rice to finish within a short period or to end the'harvesting

operations within a short time. Paddy planting depends largely on the

labor of migrant agriculﬁural workers from the North of Burma. Since
all paddy fields are rainfed fields, not only is it unstable because
the planting is dependent on the weather, but also the miérant workers
would move into other regions if the planting of paddy cannot be done
on time and there would waiting till they are finished there, which
means extra delay in planting, Harvesting is done in cooperation with
neighbors but cénnot take place if the soil is not dry enough, and
when the harvest of one farm is delayed this not only leads to delay
in harvesting by other farmers in the region because labor cannot be
organized and gathered but it also has an adverse effect on the vield
and guality because of over-heating of the rice. Such being the
situation, the Government is aggréssively'promotihg the mechanization
of such work in order to improve the unstableness of the time for
planting and harvesting. As the Burmese soil, especially in the
central dry region, is clayey and becomes extremely hard in the dry
season, the use of livestock powered pléughinq methods is difficult,
Therefore ploughing is begun after the rains begin to fall in the

rainy season, 'This has been traditionally done by cattle, but for the

2-16

T



(21}

1

above reasons together with the difficulty of obtaining suitable

fodder grasses the use of machinery is widespread nowadays.

For this purpose AMD has tractor stations’in the main districts and
lends tractors and power tillers to farmers, Further, to undertake
double cropping it is necessary that pioughing is done in a short time
after the harvest of the main season crop and for this alsc the use of

tractors and power tillers are effective.

In order to expand the area. of cultivated land the provision of irri-
gation facility is necessary and a small type pump is increasingly

used for small scale irrigation in the rainy season.

Despite the fact that the mechanization of agriculture is an essential
factor in the development of agriculture in Burma, the agricultural
machinery supplied now are inadequate in both type and number because

of restricted production capacity and difficulty of importing.

~The present situation of supply and demand regarding the agricultural

machinery produced by HIC is described in the subsequent section.
Demand for the Individual Products and Their Distribution

Power Tiller

The AVerage annual production for the past three years (1984/85 -
1986/87) was 280 units, of which 90% were supplied to AMD and the
remaining 10% to Agricultural Corporation. Almost all of the power
tillers supplied to AMD is for lending to the farmers, but a portion

is sold to farmers and cooperatives,

It is estimated that the demand filled by the supply of HIC is about
80%. AHMD, however, points ouE that the farmers cannot afford the high
price, e.g., the ex-factory price of 22,000 Kyats and that the model
now produced is difficult to use because of the heavy weight of 395 kg
with the engine. HIC is studying to improve it into a more simplified

and lighter model,

[
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Thresher

The.averagé'énnual production for the past three years (1984/85 -
1986/87) was 240 threshers all supplied to AMD, The supply by HIC to
the market is estimated to be 50% of the demand. For the years of

71984/85'to 1985/86 the production was only 100 threshers per annum’

which suddenly:increased to 505 in 1986/87. - Before 1987, farmers had
to sell all of the rice grains harvested compulsorily to the

Government via the Agricultural Corporation in the unthreshed form and

‘therefore they did not use threshers, However, there was a'change in

the system in 1987, since when farmers were free to sell a portion of
the rice to the market in the areas of surplus rice. Thus, farmers
came to buy threshers to thresh the rice by themselves and this pro-

duced a rapid increase in demand for threshers.
Water Pumping Set

The average annwal production for the past three years (1984/85 -
1986/87) was 4,000'Sets of the 5CAC model and 600 sets of the SVO102KB
model. Of these about 80% were supplied to AMD for agricultural use
including irrigation, and about 10% were sold to government organiza-
tions for purposes, of water pumping. The remaining 10% were sold to the

private sector via V & MSTC,

in view of the importance of the water pumping sets for agricultural
use, HIC is placing importance on the production cof agricultural
pumping sets, but according to the explanation of AMD, HIc'supplied
about 3,000 sets against AMD's requirement for about 5,000 sets, which
was a supply of only 60% of tﬁe regquirement. Also, V & MSTC_estiﬁates
rhat the supply of pumps through the corporation for use by the pri-
vate sector met only about 10% of the demand of the private sector.
Judging from the rate of HIC's supply to the demand, the potéhtial
demand for pumps would be estimated even at this date.to be around

11,000 sets per annum,

In addition to the above-mentioned two types, HIC is planning to pro-
duce the large diameter pumps (6 and 8 inches) and the small diameter

pumps (2 and 3 inches}. The former was developed for uses in the
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large scale irriéétion by AMD,-in the salt fields by the Salt Industry
Corporation, in aquaculture of shrimps by the Peoples Pearl and Marine
Products Corporation and in jute cultivation by the Jute Industry
Corporation, and the manufacture of test products was started in 1986.
Development of the latter is scheduled to start in 1988 for agri-

cultural use and for water supply in the urban areas.
' '

Portable Diesel Generator

The average annual production for the past three years (1984/85 -
1986/87) was about 250 generators per annum of which 70% were supplied
to government organizations and the remaining 30% were supplied to the

farmers and the small- and medium-scale industry via V & MSTC.

The deﬁand is eﬁtremely strong in the rural areas where electrifica-
tion has not progressed and V & MSTC estimated the percentage of the
demand of the farmers and the swall~ and medium-scale industry met

by the corporation to be about 10%. On the other hand, the percentage
of the demand of the government organizations satiated by HIC is
estimated by it to be 50%. Judging from the rate of the HIC's supply,

the total annual demand is estimated toc be around 1,100 generators,

AS the BSK120 with a generating capacity of 2 kva and the BSK140 with
a 4 kva capadity have only a 25% difference in price; there is a ten-

dency for users to prefer the BSK140 because of its two-fold

generating capacity.

2-3-2 Light. and Heavy Vehicles

(1)

Qutline

There is no statistical data to énélyze the total requirement of
transportation for passengers and freight and the adequacy of the
existing vehicles, but it is ceonjectured that a substantial shortage
exists, It appears furthermore that provision of emergency vehicles

such as ambulances and fire engines is inadeguate.
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Because of guch a s;tuation, HIC expects an expansion in the produc~

tion of vehicles under the Four: Industrial Projects,

Further, as the:e_are many vehicleé 1eft.inoperab1e,begause of a-lack
of spare parts, the shortage of vehicles is;aééréyateﬂ.!;In_addition
to the supply of new vehicles, HIC expects this project to supply the

spare parts to repair the vehicles now in use in Burma.
Light Vehicles

at presentﬂthe#ekare approximately 117 000 véhicleS'bf various. types
whiéh are fggistered in Bﬁrﬁa. ‘This means that there are 3,2 vehlcles
per l,odﬁ'pobulation. Looking at the rate of veh:cles held per 1,000
pbpulation_ih the countries surrounding Burma according to the U.N.

World Road Statistics, Thailand shows 20.6 units, Pakistan, 3.2 units

and Nepal, 1.9 units. Burma is comparable to Pakistan, and is in a

very inconvenient state compared Wlth thailand,

As has already been stated, the Government. approves of the individuals
who worked abroad and earned foreign exchange to bring into the
country vehicles that they purchased abroad., The fact that-a-largé

number of wvehicles are brought in under this system is ev1dence of the

- shortage of supply.

The follewing is a summary of the supply and demand situation for each

of the vehicles produced by the Four Industrial Projects.
600 cc Pick Up and Van

The average annual production for the past three years {(1984/85 -
1986/87) was 400 units,.of which 30% were supplied to tﬁe government
organizations and the remaining 70% sold to the private sector via

Vv & MSTC. Of the vehicles sold to tﬁe private sectof, it is_estimated
that about 50% are for use as taxis and the remaining 50% fbr private

use,
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HIC estimates that the percentage of demand met by the present supply

to bé_ébout 50%. From the rate of HIC's supply, the potential annual
demand’ is estimated to be about 800 vehicles.

2,000 cc Cross Country and 2-ton Light Truck

The aﬁerage annual production for the past three years (1984/85 -
1986/87) was about 220 cross country vehicles and 280 2-ton light

‘trucks, All of the cross country vehicles were supplied to government

organizations.' About 20% of the 2-ton light trucks were supplied to
cdoperatives for delivery ﬁse, and the remainder was supplied to

government oréanizations. Supply to the private sector did not take

_Vplace.

. HIC estimates the raté_of supply by HIC to the demand of the govern-

ment organizations to be 50% for the cross country and 70% for the

2-ton light trucks. Judging from the rate of the HIC's supply, the
current estimated demand for the cross country is about 450 per annum

and about 400 for the light truck per annum.

These estimated potential demands do not include that of the private

sector..'Judging from the fact that there are at present some 82,000
foreign-made cars on the road in Burma, one would estimate that there

would be a private sector demand of some 500 vehicles per annum.
Héaﬁy vehicles

Unlike 1light vehi;les, users and usages in the case of heavy vehicles
are fixed., The main use?s-and usages are the Road Transport
Cofporation {trucks for general freight and buses), the Timber
Corporation {logging trucks),.the Ceramié Industry Corporation (bulk

carriers for cement), the Mining Corporations (1) to (3) and the

Construction Corporation (dump trucks), the Petrochemical Industry
'Corporation (tank lorries), and the local governments {(fire engines,

~water trucks, -buses).



1)

2)

6.5 ton Truck Series

HIC produces, in addition to ordinﬁty type trucks with the 140 hor-
sepower DS70 type engine, special specification vehicles inclndihg
dump trucks, tank lorries, water trucks, 1ogging trucks, fire*éhgine;t
bulk carriers for'cement, etc., by modifying the bodies using the_
aforementioned truck as the basic model, Thé'dnnﬁél éver&gé'prbdﬁc-

tion for the period from 1984 to ‘1986 was 640 per annum.. Elghty per-

‘cent of these vehicles were supplled to government organlzatlons such

as the Road Tran5port Corporation and the Timber Corporation, and the

remaining 20% were supplied to COOP for dellvery use.

HIC estimates the rate of HIC's supply to the demand to be apprOXima-
tely 50%. Jﬁdging from this rate, demand for trucks centered on the
demand-from government organizationé'was estimated tb he about 1;300
units per annum, Demand for large trucks is increasing‘with the

improvement. of road conditions,
Passenger Buses (25~ and 33-passenger buses)

BX-402 33-passenger bus was first produced in 1986 in a batch of 14
units. In the nine month period of 1987 from April to December, 20
units were manufactured. RTC already operates this model in their
long distance service to meet the increasing inter-city transpor-
tation. The public transport organizations of Mandalay, ?egu and

other large cities also placed orders on this model of buses.

HIC estimates that the rate of supply by HIC to the demand of the
buses to be about 50%, and fudging from such rate the-potential annual

demand is estimated to be about 50 vehicles.

Up to this time, HIC has manufactured the BM-600 25-passenger bus, but
compared to this, the 33-passenger bus has the advantages of increase
in séating capacity by 30% and the possible uss of the same DS70
enginé as the 6.5 ton truck series which will drastically enhance the
level of the domestic production, For such reasons, HIC plans to hold
the production of the BM-600 25-passenger bus at the present level and

to increase the production of the BX-402 33-passenger bus.



(4}

Spare Parts for Vehicles and Agricultural Machinery

Table 2,3-3 shows the road transportion for the five years from
1981/82 to 1985/86. There was no substantial increase of the
transportion volume for either trucks or buses. The reason is that
the number 6f actual operating vehicles cannot be increased because of
deterioration or inoperability due to lack of spare parts. An
increase in the transportion capacity must be realized through provi-
sion of spare parts and repairs of vehicles along with the increase of

new vehicles.

The annual demand for the main spare parts required by RTC are 2,400

"cylinder liners, 800 piston pins, 50 rear axle shafts, 100 drive

pinion pins, 1,000 disk wheels, 100 radiators, 1,500 transmission

gears.

The only spare parts for vehicles and agricultural machinery that HIC
produces and sells at present are piston rings and bolts/nuts to be
used on the vehicles and agricultural machinery produced and scld by

HIC.

HIC is planning to produce cylinder.lihers, piston pins and other

items listed hereunder not only to be used as parts for the assembly
of vehicles and agricultural machinery but also to be supplied exter-
nally as spare parts. According to the forecasts of HIC, the demand

for these parts as of 1998 are as follows:

a) Cylinder Line

DS70 Diesel Engine 1,400 x & {cylinders) = 8,400
Marine Engine 500 x 6 (cylinders) = 3,000
H(}7 Diesel Engine 500 x 6 (cylinders) = 3,000
X2000 and T2000 Engine 1,600 x 4 {cylinders) = 6,400
KND5B Diesel Engine Generator . 7,600
KND7B Diesel Engine Generator 3,500
Tractor Engine 1,200 x 4 (cylinders) = 4,800
Sub-total 36,700
Spare Parts 33,300
Total 70,000
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b)

c)

4a)

e)

)

g)

h)

Piston Pin

Spare Parts (assumed one half of piston production) 80,000

Spare Parts (Replacement demand) 10,000
000

Total . . 90,

Rear AxXle Shaft

Light and Heavy Vehicles (1,750 + 2,300 = 4,050) x 2 3,

100
Spare Parts 900
Total - 9,000
Drive Pinion Gears
Light and Heavy Vehicles (1,750 + 2,300 = 4,050) 4,050
Spare Parts 950
Total _ ) 5,000
Gear for Engine and Transmission
No concrete'dehand forecast at this time.
Rear Axle Housing. -
Tight and Heavy Vehicles (1,750 + 2,300 = 4,050} 4,050
Radiators
Light and Heavy Vehicles (not used on pick ups) 3,750
Air Conditioner 500
Total 4,250
Disc Wheel
Track, Bus 1,750 x 7 (wheel) = 12,250
'X-2000, T-2000 1,500 % 5 (wheel) = 7,500
* Sub-total o ' 19,750
Spare parts - 5,250
Total - 25,000



2-3-3 Electrical Products

(1)

(2)

1j

Introduction

As mentioned previously, emphaéis.in_development of the electric power
is on industrial use, and the electrification of household sector is
extremely tardy. Nevertheless, there is a general shortage for.
electrical products even for essential items such as sockets for .

household electric use, etc.
Household Electrical Appliance Products

Major portion of household electrical éppliances are by nature sold to
the private sector but lighting fixtures and electric fans are largely
sold to government organizations fof office use. The'reasbn why the
demand for these two products being largely from the govéfnment orga-
nization is that, due to the limited supply, priority is given to the

state sector.

Sales to the private sector are through COOP or C & ESTC. All of the
electrical appliances, produced by HIC are short of the demand and the
shortage is filled by similar products that entered the country from

the neighboring countries through the border trade.
Dry Cell Batteries

The average annual production for the past three years (1984/85 -
1986/87) was 18 million pieces of which 10% was 'supplied to the
government organizations and 75% was sold through COOP and 15% through

C & BESTC to the general consumer,

HIC estimates the percentage of demand supplied by HIC to be approxi-
mately 75%. On the other hand, COOP estimates the potential annual
demand for dry cell batteries in the country to be 40 milliqn pleces,
and the supply of 13.5 million pieces by COOP represents:34% of the

estimated potential demand.

Furthermore, C & ESTC estimates that the supply by HIC fills 25% of

the demand. Thus the estimated demand varies according to the distri-
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bution organization making the estimate, but except for the estimate
of HIC, they agree in seeing a high level of insufficient supply.

Assuming that the percentage of demand £illed by the supply of HIC is
50%, the annual potential demand would be estimated to be approxima-

tely 36 million pieces per annum,

In 1986, Thailand, whose average per capita GNP*1l) was approximately 5
times to that of Burma, produced some 355 million dxry cell batteries
which was ten times larger than the potential demand of Burma as esti-

mated above.

Even considering that Thailand exports to neighboring countries and
that their electrification is more advanced than Burma, the potential
demand of Burma indicated above is a reserved estimate compared to

Thailand.
Fluorescent Lanmps

The average annual production for the past three years (1984/85 -
1986/87) was appioxiﬁately 440,000 lamps, of these 10% Qere supplied to
government organizations, and 75% were sold through COOF and 15%
through C & ESTC to the general consumers.

HIC estimates that the percentage of demand filled by HIC was about
25%, and C & ESTC takes a similar view. COOP, however, estimates the
potential demand for the fluorescent lamps nation-wide to be about 8
million 1amps and holds the view that the percentage of demand filled
by HIC would not be more than 5%. COOP has more than 20,000 sub-
organizations throughout the nation and their estimates are based on
data gathered from these local cooperatives. Because of the extreme
shortage, their figure could.contain speculative demand. Assuming
that the percentage of the demand filled was 10%, the potential demand

would be estimated to be approximately 4.4 million lamps.

Note: *1) GNP per capita Burma - US$180
Thailand US$860

Source: The World Bank, World Development Report (1986)



1)

4}

_The_producﬁion of fluorescent lamps in Thailand-in 1986 was about 14

million'pieces. Considering that the average per: caplta GNP of Burma
is, as mentioned before, about one»flfth of that of Thailand and the

rate Qf electrification in Burma is also about one- fifth *1) of ‘that

- of Thailand, and assuming that the demand in Burma is_about one~fifth

of the production in Thailand, the demand in Burma would be at least

2.8 million lamps per annum,
Incandeécent Lamps

The average annual production for the past three years f1984/85 -
1986/87)1was approxiﬁately 3.3 million lamps and the raﬁio of saies_
through the various diétribution channels was similar to that of the
fluorescent lamps with 10% to government organlzatlons and 90% to . the
general consumers (75% through COOP and 15% through C & ESTC)
According to HIC the demand filled by the present supply of HIC is
estimated to be 50%. On the other hand, C & ESTC holds the view that
the percentage of the demand fllled by the supply of HIC: 1s 80%

CO0P, however, estlmates the total national demand to be 6 mllllon
lamps, HIC Ellllng no more than 50% ofrthe demand. Assumlng that the
percentage of the demand filled was_50§, the potehtlal demand would be

estimated to be 6.6 miliion lamps per annum,

The 1986 Thailand production'was 25 milliqn and assuming the domestic
demand for Burma to be one-fifth of that of Thailénd,_the potential

demand would be estimated to be at least -5 million pieces per annum,

Lighting Fixtures

The average annual production for the past three years from 1984/85 to

1986/87 was about 75,000 pieces, of which about 60% was.supplied to

government organizations and the remaining’40% was supplied to the’

 general consumers (30% through COOP and 10% through C & ESTC).

Note: *1) Source "Asian Electric Power Utilities Data Book

(1985)", ADB

2~-28
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HIC estimates that the percentage of demand filled was 60%. Against
this,rboth coor and C & ESTC estimate that the present supply by RIC

is around 5%.

From the_percentage of the demand filled by the present supply as
estimated by COOP and C & ESTC, it is estimated that the potential
demand of the prlvate sector is 600,000 pieces per annum,., In addi-
tion, the demand of thp government organizations is estimated to be
70,000 pieces, using the figure of 60%, the percentage of demand
filled by thé present suﬁply as estimated by HIC above. Thus the

total poténtial demand is estimated to be 670,000 pieces per annum.
Electrié Accessories

The avérage annual production for the past three years (1984/85 -
1986/87) was approximately 860,000 which was all sold through C &
ESTC,

HIC estimates the percentage of demand filled by the present supply to
be 10%, but C & ESTC estimates the percentage of demand filled by the
present supply to be around 5%. From the estimate of the latter, the

potential demand is estimated to be about 17 million pieces per annum.
Flectric Fans

The average annual production for the past three years from 1984/85 to

1986/87 was about 3,000 electric fans, Of these about 90% were

" supplied to government organizations and only 10% were supplied to the

general consumers. All sales to the general consumers is handled by C

& ESTC.

HIC estiimates the percentage of demand filled'by the present supply to

‘be 50%; but C & ESTC estimates that there is an annual demand of

100, 000 electric fans per annum, and therefore considers that the pre-

sent supply by HIC fills less than 1% of the Gemand.

The production of electric fans in Thailand for 1986 was approximately

519,000. Being in the same climate zone, it is easy to surmise that

there is a large demand for electric fans in Burma too. Assuming the

2-29



(3)

1)

2}

demand is equivalent to one-fifth of the production in Thailand, it is
estimatéd that the demand for electric fans in Burma is at least

100,000 units per annum.

Electric Appliances for Commercial Use

Qf_the electrical products for commercial use, the watt-hobr'metérs,

and distribution transformers are indispensable in advancing the deve-
lopment of electric power and maintaining and expahding‘the'?d@er

distribution system. Thus HIC is producing these prbdudts to ade-

‘quately meet the requirements in accordance with the Power Development

Program of EPC. The average annual productlon, however, of motors for
agricultural and industrial uses have been only around 1, 100 unlts of
which 60% was supplied to the government prganizations and the

remaining 40% or about 400 units to the private sector.
Watt-hour Meters

The average annual productlon for the past three years (1984/85 -
1986/87) was about 27,000 units, all of which was supplled to EPC

EPC, as mentioned earlier, does not have any plan to rapldly advance

‘the expansion of distribution system for power supply to the house—

holds in general. EPC holds the view that the demand for new watt-

" hour meters based on the Power Distribution System Expansion Program

and the replacement demand for the expired watt-~hour meters could be
adequately met by a supply of about 30,000 units per annum and the
present supply of HIC is estimated to £ill about 90% of the demand.

Distribution Transformers

The average annual production for the past three years from 1984/85 to
1986/87 was about 200 units, all of which was supplied to EPC, BEPC
sets its annual requirement at 350 units, and in 1987 HIC produced 340

units.
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Electrical Motors

The average annual production for the past three years from 1984/85 to
1986/87 was about 1,100 units, of which about 60% was supplied to
government organizations, and about 40% was sold te farmers and small

and medium private industries through V & MSTC.

HIC estimates the percentage of demand filled by the present
supply to be about 10%. From this rate the potential demand is esti-

mated to be 11,000 units per annum.

2=3-4 Component Parts and Spare Parts

{1}

(2)

1)

Introduction

Industrial Corporations face short supply of component parts and spare .

parts,

These corporations sent HIC inguiries for manufacture of components
and spare parts, in which cases HIC studied the technical aspects and

responded to the orders if justified.
Demand Situation by Specific Corporations

The component parts and spare parts which have been supplied by RIC

in the past are summarized below.
Paper and Chemicals Industries Corporation - PCIC

HIC supplies to PCIC 600 blades yearly used in the cutting of bamboo

" for paper production. In addition HIC supplies such spare parts as

fly knives, pin-type valves, bolts aﬁd nuts, washers, and welding bars,
and products such as dry cell batteries, fluorescent lamps, tyre inner

tubes, etc.

The number of products that HIC supplied to the Corporation in 1986
totalled 76 items made up of 40,000 pieces. Taking for example the
hexagonal headed bolts, there are about 30 types varying in diameter

and length, and HIC supplied about 15,600 pieces.
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2) Foodstuff Industry Corporation ~ FIC

HIC supplies the cutter knives used for sugar cahe in the sugar'Mills
_of FIC, and the blades for the tobacco factory, and other spare parts

for machines of FiC,
3) Myanma 0Oil Corporétion - MOC

Spare parts-fqr'thé oil pumps are supplied,

2~3-5 Others

HIC has a record of large exports centered on pumps and its parts, but
exports during the last three years have been slight. The only exports
were in 1984 of 68,000 pieces of hose collars and foot valves destined for

Saudi Arabia amounting to 58,920 U.S. dollars.

Besides exports HIC earned foreign exchange through successful biddihg_in
international competitive bids invited by other SEEs for procurement of
machinery and equipment to be used for their projects. Table 2,3-4 shows

the performance of HIC in'earning of foreign exchange.

o
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Chapter 3 PRESENT SITUATION AND MAIN PROBLEMS OF THE FOUR INDUSTRIAL
PROJECTS

3-1 Introduction

This chapter describes - the organization, activities and financial status of
VHIC, the -current situétion of produétion and production costs of the pro-
ducts of the Four Industrial Projects, the present conditions and main
problems of the production facilities related to the Projects and the pro-
duction control systems practised, and also considers the directions for

improvement.

The probleﬁs and issues presented in this chapter are based on the analysis
of'the défa and.informétioﬁ.prgvidgd by HIC and the result of factory
diagﬁdsis condﬁcted by:thé Sufvey Team during their field survey in Burma.
Abcording'to the S/w,.ﬁhe diagnosis was made on four factories; No.l HI
(Rangoon), No.3 HI (Sinde), No.4 HI (Htonbo) and No.5 HI (Nyuangchidauk),
and also on the production facilities and assembly lines related to the
produc_ts which are the subjects of the Study as defined in the §/W. TFor
exﬁmple, the biCycléfﬁlint of No.l HI and,thé storage battery plant of No.4
HI were excluded from the diagnosis, and the diagnosis of No.5 HI was con-
fined to the diétribution transformer plant. Therefbre,'thé bresent
sxtuatlon and main problems of the fa0111t1es presented in this chapter are
results of the anal;s;s of the fac111tles which were diagnosed as above-
mentioned. Details of thelfactory dlagnoszs are described in ANNEX 1 and

details of the pfoduction control system in ANNEX 2,
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Organization, Outline of Activities and Financial Status of HIC, and

Current Situation of Production of the Four Industrial Projects

3-2-1. Organization and Outline of Activities of HIC

(1)

1

2)

3

4}

5)

outline of HIC's Activities

.The background and outline of HIC have been stated in Chapter 1.

HIC has the headoffice in Rangoon and six féctorieéfwhiéh'comprise
No.1l hI lpcafed adjacent_to_the'héadOEfiCe-énd five factories, No.2
ﬁI to No.G-HI, 1o¢ated in severél'parts of the country. HIC ié
engaged in the manufacture:of a wide variety of*prodhcts including
heavy and light vehicles, agricultural machinery and equipment.,
electric and'éiectr§hic'pr0ducts,'méchihe:todls, tractors, tyré#, and
hicycles; All of these products, aé"étatéd_in Chapter 2, afé.éuppiied

to the domestic markets. The main products of HIC are listed below:

Light'Vehicles: 600 cc pick~up trucks and light vans, 2,000 cc cross

country vehicles and 2 ton light trucks

Heavy Vehicles: 6.5 ton diesél trucks, 3.5 ton diesel trucks, 25- and
35»passenger buses, rail buses* and special vehicles including

tankers, logging trucks, fire engines, etc.

agricultural Machinery and EQuipménti 'tractors*;'tréilers*, diesel
engine pump sets, power'tillers,'thféshers; diesel generators, pesti-
cide equipment, Burmese hoes, hand tools_ispanners,-screw drivers and

hammers), shovels and axes.

Electrical and Electronic Products: incandescent lamps, fluorescent
lamps, dry cell batteries, watt-hour meters, transformers, storage
batteries, electric motors and home electriéal appliances {irens,
heaters, cookers, refrigerators, air conditiohers, electric fans,

radics, TVs and various accessories, etc.)

oOthers: machine tools*, bicycles* and welding rods*

Note: * Products not subject to the Four Industrial Projects
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