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CAUSAL NEXUS BETWEEN ECONOMIC GROWTH,
EXPORTS AND IMPORTS IN MYANMAR

The paper investigated the long-run relationship between economic growth, exports and
imports for Myanmar over the period from 1980 to 2014. The order of variables integration was
determined through the unit root test. The results point out that economic growth and exports are
Granger causing imports in the long run. There is no causality either from economic growth to
export or from export to economic growth in the long run. In the short run, the results show that
exports Granger causes GDP and GDP and exports Granger causes imports. We can conclude that
export-led growth is valid only in the short run for Myanmar. Export-led or import-led growth
hypothesis is not valid in the long run. It can be deduced from these findings that Myanmar did not
use its foreign trade as a growth stimulator.
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ITi Ty Xan, Ixtimam y/ib Xak
INPUTYNHHO-HACJIIJIKOBAUA 3B’SI30K MI2XK

EKOHOMIYHUM 3POCTAHHAM, EKCITOPTOM
TA IMITOPTOM: HA ITPUKJIAAI M’ IHMU

Y cmammi docaidxcero 00620mepminoO8y 3aAeHCHICMb MINC eKOHOMIMHUM 3POCHAHHAM,
excnopmom ma imnopmom M’aumu 3a nepioo 1980—2014 poxis. Uepzosicmov inmezpyeanns
3MIHHUX GU3HAYEHO 3a 00NOMO2010 Kpumepiro oOuHuU4HUX Kopewieé. Pesyiomamu anaaizy eéxa-
3y10mb HA me, W0 eKOHOMIMHe 3DOCIAHHS ma eKcnopm y 00620mepminoeomy nepiodi eu3na-
uaromo 3a Ipeiindncepom imnopm. Ilpu uvomy ne éusneaeno Ipetindxncep-npurunnocmi mixc exo-
HOMIMHUM 3POCMAHHAM ma excnopmom (6 obudeéa 6oku) na doezompueaiy nepcnekmugy. Y
Kopomkompueaaii xce nepcnexkmugi excnopm euznauac BBII, a BBII ma excnopm pazom eusna-
uaromo imnopm (3a Ipeiinoxcepom). 3poG.aeno 6UCHOBOK, W0 eKCHOPMO3AAEHCHE 3POCIMAHHA 6
M’aumi cnocmepizacmucs auue Ha Kopomrxompueaai nepioou. To6mo, 6 doézompueaiomy nepio-
0i ani excnopm, ani iMnopm He MarOMv CyNmMeEL020 6NAUEY HA eKOHOMIMHUIL PO36UMOK Ui€l Kpai-
nu. Taxum wunom dogedeno, wio M’anma He 3mo24a 3po6uUmMuU 306HIUIHIO MOP2I6AI0 CIMUMYASMO-
POM 8020 eKOHOMIMHO20 3DOCIMAHHSL.

Karouosi caosa: exonomiune 3pocmanHs; excnopm; imnopm,; npuxunHicms 3a Ipeiinoxcepom;
M ’auma.
Dopm. 2. Taba. 4. Jlim. 27.

Iu Ty Xan, UxTumam yip Xak
INPUTYNHHO-CIIEACTBEHHAA CBA3b MEXKIY

OKOHOMMNYECKUM POCTOM, BKCITOPTOM
N UMITOPTOM: HA ITPUMEPE MbSHMbI

B cmamue uccaedosana doazocpounas 3agucumocms mexncoy IKOHOMUHECKUM POCIOM, IKC-
nopmom u umnopmom Mosaumot 3a nepuod 1980—2014 z2odos. Ilopsadox unmezpuposanus nepe-
MEeHHbIX ObL1 onpedeaén npu nomousu Kpumepus eOuHuU4HbIX Kopreii. Pesyasmamuot anaauza yxa-
361610 HA MO, HIMO IKOHOMUHECKUI POC U IKCHOPM 6 00.120CPOUHOM nepuode onpeoeisiiom no
Ipeiinoncepy umnopm. Ilpu smom ne evinsaeno Ipeiindxncep-npununnocmu mexncoy 3xKonomut4e-
CKUM POCHOM U IKcnopmom (8 o6e cmoponst) 6 00420cpoHnoli nepcnekmuee. B kpamkocpounoii
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ace nepcnexmuee 3xcnopm onpeoeasiem BBII, a BBII u s3xcnopm émecme onpeodeasiron umnopm
(no Ipeiinoxncepy). Coeaan 6v1600, umo 3xcnopmoszasucumoiii pocm ¢ Mvaume nabarooaemcs
mo.abKo 8 Kpamkocpounsix nepuodax. To ecmo, 6 00.120cpouHoOM nepuode Hu FKCHOPHL, HU UMNOPH
He UMerom CyuieCneeHH020 6AUSIHUSL HA IKOHOMUYeCKoe pazeumue oannol cmpanst. Taxum o6pa-
30m dokaszano, ymo MesaHma He cMo21a cOeaams GHEUHION) MOP206.AI0 CHIUMYASIMOPOM CB0e20
IKOHOMUHMECKO020 PA3GUNIUSL.

Karouesvie caosa: skonomuueckuii pocm; sKcnopm; umnopm,; npuqunHocms no Ipeiindxicepy;
Mbvanma.

Introduction. Trade can be attributed to integration of an economy with the
world economy and is considered to be a crucial factor for economic growth. It is
believed that trade helps redistribute resources efficiently in an open economy. It also
allows domestic economy realize its potential and economies of scale. Furthermore,
trade can facilitate technological progress through knowledge diffusion and promotes
competition domestically as well as internationally thus leading to production opti-
mization (Krugman, 1979; Grossman and Helpman, 1991; Bernard et al., 2003;
Bernard and Jensen, 2004; Lee, 1993; Rodriguez and Rodrik, 2001).

Export expansion can lead to better resource allocation and brings in efficiency in
order to be competitive at international markets, so most of developing countries shift-
ed towards export promotion strategies in the 1970s. Resource allocation leads to ca-
pital accumulation, it also generates employment through economies of scale and
technological development ensures production efficiency (Shirazi and Manap, 2005).
If an economy has low exports, as a consequence it will also have low foreign exchange
leading to low purchasing capacity at international markets. Fluctuations in export
earnings cause economic uncertainties. These uncertainties adversely affect economic
behavior, the level and efficiency of investment and have adverse effects on growth.

Export growth is the main derivative of foreign exchange income which can
reduce the pressure on the balance of payment and can create new employment
opportunities. Export can increase technological innovation which covers domestic
and foreign demand. A.R. Kemal et al. (2002) found positive correlation between
exports and economic growth in the selected South Asian economies. G.K. Zestos
and X. Tao (2002) found bidirectional causality between exports and GDP and
between imports and GDP in Canada. Some researchers claimed that exports lead to
economic growth (Chow, 1987; Fosu, 1990; Awokuse, 2003; Ullah et al., 2009;
Andrew, 2015; Saaed and Hussain; 2015). On the other hand, some studies docu-
mented that causality runs from economic growth to exports (Shan and Tian, 1998).
There exists feedback effect between exports and economic growth (Ramos, 2001;
Liu et al., 2002). However, in some cases empirical studies do not confirm any causal
relation between exports and economic growth as such, for instance, J. Asafu-Adjaye
and D. Chakraborty (1999) did not find any long-run relationship and causality in
either direction between exports and economic growth in India. Similarly, L. Yuhong
et al. (2010) claimed that exports did not support economic growth and E.A. Aicha
(2015) did not find causality in any direction between exports and economic growth
in Morocco.

The crucial role of imports has been realized in endogenous growth models as it
makes possible to transfer technology and knowledge from developed to developing
countries (Grossman and Helpman, 1991; Lee, 1993; Ramos, 2001). Import of for-
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eign technologies plays an important role in economic development of a country
(Baharumshah and Rashid, 1999). New technologies could also be embodied in
imports of intermediate goods such as machines and equipment and labor producti-
vity whereby workers can acquire knowledge to unbundle new embodied technology;
T.O. Awokuse (2007) pointed out that exclusion of imports and focusing only on
exports as the engine for growth may be misleading or at best incomplete. Some
empirical studies confirm two-way causality between imports and economic growth
(Ramos, 2001; Kogid et al., 2011; Andrew, 2015; Aicha, 2015). A.J. Saaed and
M.A. Hussain (2015) found one-way causality from economic growth to imports,
from exports to economic growth and from exports to imports. They concluded that
imports indirectly drive economic growth in Tunisia.

The objective of this study is to examine whether exports, imports and economic
growth are cointegrated in the log run or not in Myanmar. This study is also going to
test whether export-led or import-led growth is prevailing in Myanmar, or it is the
growth which determines exports or imports in Myanmar. This is the first attempt for
Myanmar economy to test such hypotheses as we are unable to trace any empirical
study in this regard. The rest of this paper is organized in the following the manner:
the next section describes GDP, exports and imports of Myanmar. The third section
runs about the methodology adopted. Empirical findings are interpreted in section
four while the last section concludes.

Myanmar economy and trade. Myanmar had been under military government for
nearly 50 years, from 1962 to 2010. Under military regime, the infrastructure had
been improved in terms of highways, roads and bridges throughout the country.
However, this improvement was not sufficient and poverty increase has been observed.
Since 2010, civil governments carried out a number of economic reforms to support
consumer and investor confidence. Myanmar’s economy was estimated to grow at
8.5% in real terms in 2014/15. This is favorably comparable with other countries in
the region. GDP value of Myanmar represents 0.1% of the world economy, worth
64.33 bln USD in 2014. From 1998 until 2014, its annual averaged to 24.11 bln USD
reaching the highest of 64.33 bln USD in 2014 and recording the lowest at 6.46 bin
USD in 1998 (Myanmar Statistical Yearbook, 2015).

Myanmar exports are mostly primary products like gas, rice, agricultural pro-
ducts, gems and many minerals. Gas exports are strong and increased by 43% in
nominal terms from 3 bln USD in 2013/14 to an estimated 4.3 bln USD over the same
period in 2014/15. Most of gas productions are exported to China and Thailand. In
2014/15, gas export mounted 42% of the total exports. Official exports of minerals,
including gems, slowed down in 2014/15 and early 2015/16 while mineral exports
rose to around 1.4 bln USD (12% of goods exports) as compared to 1.1 bln USD over
the same period last year. Within minerals, jade contributed around 8% of Myanmar’s
total exports between September 2014 and February 2015. Over this period, official
statistics showed that jade exports declined by 38% as compared to the same period
last year. Media reports from the annual gems emporium indicate that sales proceeds
at this year in July declined by 63% to 1 bln USD as compared to record of the sales
previous year. This is linked to disruption in extraction due to ongoing conflict in jade
producing areas but could also be due slowing demand in China. So, total exports
increased to 1018.40 mIin USD in September from 930.2 mln USD in August 2015.
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Exports in Myanmar averaged 872.27 min USD from 2010 until 2015 reaching the
highest value of 1747.30 mln USD in December, 2013 and recording lowest of
502.60 min USD in April 2011 (Myanmar Statistical Yearbook, 2015).

Imports of Myanmar are mostly driven by purchases of capital machinery. In
2014/15, the share of machinery in the total imports was around 37%, amounting to
4.6 bln USD, similar to the same period of the previous year. Import of base metals
also remained at a comparable level of around 1.4 bln USD. Capital goods and inter-
mediate inputs have averaged around three quarters of the total imports in the last two
years, reflecting rapid growth in private sector investment demand. Imports of con-
sumables such as food and beverage, and light manufactures, have remained relative-
ly low and steady at around 5 and 7% of the total imports respectively. Imports
decreased to 1090.6 mln USD in September 2015 from 1259.8 USD in August same
year. Imports averaged at 1001.44 mln USD from 2010 until 2015, reaching the high-
est value of 1967.1 mIn USD in July 2015 and the record low level of 334.2 mIln USD
in October 2010 (Myanmar Statistical Yearbook, 2015).

Research methodology. Johansen cointegration test is going to be used to deter-
mine the long-run relationship among GDP, imports and exports for Myanmar.
However, usually time series data has unit root problem so augmented Dickey-Fuller
(Dickey and Fuller, 1979) test will be used to solve this problem. If one does not do
so, it may lead to spurious regression and one cannot rely on the results. When vari-
ables become stationary at first difference, then one has to apply Johansen cointegra-
tion test for long run relationship instead of least squares (Johansen and Juselius,
1990). This test can be expressed in equation form as below:

AX;=p+dD, +10X, ,+T, AX, ,  +. .+ AX,  +&, t=1..,T, (1)
where [;= (M, + ...+ ;= 1),i=1, ..., p — 1; T represents the cointegration vector.

t-p+

When long-run relationship is found, then VECM model is used to test short-run
and long-run causality among variables. The following VECM shown in (2) has to be
employed to determine the causality in both short and long run:

AIGDP, a, By 10 ﬁ12p ﬁmp AIGDP, P &1t
AIMP; | =| &y |+| Borp Bozp Bosp |X| MIMP, |+| @, |[ECT, ,+| &5 |- ¥))
AIXP, a3 Baip Bazp Pasp AIXP, @3 &3t

In the above equation, t denotes time; ¢; is the error term and ECT is the lagged
error correction term. ECT or error correction model is commonly used for data with
long run stochastic trend, also called cointegration. The significance of ECT coeffi-
cient will determine long-run causality. Short-run Granger causality can be done by
joint significance of lagged coefficients of the variables based on F-test.

Data on GDP of Myanmar was collected from the United Nations Conference
on Trade and Development website over the period from 1980 to 2014. Data on
exports and imports (1980 to 2011) was gathered from the United Nations
Conference on Trade and Development website and for the period from 2012 to 2014
— from Myanmar Statistical Yearbook (2015).

Empirical results and discussion. After we have performed ADF unit root test, we
obtained the results shown in Table 1. At level, we found these variables are not sta-
tionary but they become stationary after taking first difference. So we can state that
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GDP, export and imports are free of non-stationary problem at first difference and
integrated in the same order that is order one.

Table 1. Unit root test results, authors’

Level First difference
IGDP -0.72 -4,95%:%*
LIMP -1.72 -5.95%:%*
IXp -2.26 -4 83 %%

**%* significance at 1% level.

Then we proceed to determine the optimal lag length for VAR before Johansen
test for cointegration. According to the length lag criteria, we found that the lag one
is the optimal lag to be used in cointegration analysis. The results of lag length crite-
ria are shown in Table 2.

Table 2. Lag order selection results, authors’

Lag FPE AIC SC HQ
1 3.15e-05%* -1.85289 -1.440652* -1.716244*
2 3.18E-05 -1.856347* -1.03187 -1.583056
3 3.66E-05 -1.749216 -0.512501 -1.33928

* lag order selected by criteria.

Using the optimal lag we generated above, Johansen cointegration test was per-
formed for 3 variables. The information of cointegration test are shown in Table 3. We
found there is one cointegration vector among 3 variables where trace statistics
(32.67) is greater than critical value (29.79). Max-Eigen statistics (21.45) was also
found greater than critical value (21.13). This result confirms GDP, export and
import in Myanmar have long run relationship.

Table 3. Cointegration test results, authors’

Trace statistics

0.05 critical value

Max-Eigen statistics

0.05 critical value

32.67003* 29.79707 21.44727* 21.13162
11.22276 15.49471 11.21895 14.2646
0.003819 3.841466 0.003819 3.841466

* rejection of null hypothesis at 5% level.

Finally we determine short-run and long-run causality through VECM model.
The results are shown in Table 4. In the last column, the significantce of ECT deter-
mines long-run causality; we found only one-way causality from GDP to imports and
from exports to imports in the long run. This result is similar to the results of (Saaed
and Hussain, 2015) for Tunisia. But our result contradicts the findings of (Fosu, 1990;
Awokuse, 2003; Ullah and Asif, 2009; Andrew, 2015; Saaed and Hussain, 2015) who
found that exports lead to economic growth. Therefore, we can conclude that export-
led and import-led growth is not valid for Myanmar in the long run. In the short run
causality highlighted that export Granger causes GDP and GDP and export Granger
cause import.
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Table 4. Causality results, authors’

ALGDP ALIMP ALXP ECT

AlGDP - 0.64 246 * 0.74
ALMP 8.54H*% - 17.82 *** -3.76 *x*

AIXP 2.25 2.04 - 0.57

**%* and * significance at 1% and 5% respectively.

One of the reasons that neither exports, nor imports lead to economic growth in
Myanmar in the long run is its political situation. Myanmar remains under military
regime from 1962 to 2010 and still has partial democratic set up since 25% of seats in
the parliament are reserved for military. The inward-looking policy and poor eco-
nomic management kept Myanmar underdeveloped. Myanmar’s economy still relies
on primary production while exports and internal instability and external sanctions
are the main barriers for future economic development. Although, the military regime
has introduced economic reforms; these economic reforms have either been incom-
plete, or short-lived and failed to achieve fundamental transformations of the eco-
nomic system, thus the economy is still beset with serious macroeconomic and struc-
tural problems (Asian Development Bank, 1999). Political stability and further sub-
stantial economic liberalization are required to boost the country’s future develop-
ment.

Conclusion. The study aimed to inspect causal relationship among GDP, exports
and imports in Myanmar during the period from 1980 to 2014. Augmented Dickey-
Fuller test was applied to identify whether variables are suffering from non-stationar-
ity problem. This test suggested that the variables are integrated of order one. The
results of Johansen cointegration declared that variables are cointegrated in the long
run. The error correction models test confirmed the short-run causality where
exports Granger causes GDP and GDP and exports Granger cause imports. For
long-run causality, one-way causality from GDP to imports and from exports to
imports was found. These findings highlight that growth-led imports approach works
for Myanmar. Imports did not come out as the factor of economic growth in
Myanmar, but exports are stimulating economic growth in the short run, so Myanmar
has to improve its exports base by shifting from primary exports to manufacturing
goods exports as primary exports usually depend on rather uncontrollable factors.
Apart from this, the price of primary exports is lower as compares to manufactured
goods’ exports. Thus, strong base of exports and less dependence on primary exports
would help Myanmar reach more stable economic growth.
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