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Enctors Discourawing Savings in Asia

ation in Asian countrles: (1) vy privite houscholds ave reluctant to
gsave Lhrough estoblished institutional means; and (2) why there ic a
flight of capital frowm tha noglon.

The findings reveal gsoveral paradoxes.  On the onc hand, the pro-
punsity to cave iun Asia is faivly high, but on the other, cavings on a
nationel scale arc compavatively low. Again, tlhere are iundications of
a rate of cxpansion of consuuption which i s not neccscarlly dependent
upon the extent of growth of production. Finally, forelpn capital is
vuguestionably eatoving the zenion's eeoncny, yvet cunsiderable Jocal
copital ds eccking outlats elgovhere,

Both problens cited abover-copital flight and the private sector's
reluctence to engaze iu institutionalised savings~euane discussed in
terms of nine causal fentore:  the general cffecty of viars, consumption
policy, ond inflation; and the specific effects of tas enquirics, distrust,

xeligion, tradition, tochnical difficult ies, and the lack of stocl:

\

\

Sunmary

This paper attempts to answsr tuo questions regarding capital form-

exchange facilitics, fhe offsets of demustic fnteorest rates ond forelpn
savings ates wanain unelem:,

| Pending further studies vhich wlght seveal dn wore detail the
vavious causes of the shortage of savings dn Asia, the paper offcers one
peselblic solution Co thty prevsont difficulties: forced savings by means

off & vedulred soeial Liiucancs pla.

(13}
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P
Commmnist China today clearly demonstate the possibility of mustering
arhlgh »ate of donestic savings in Asian countries, regandless of their
econonic systems ox their stages of development. While existivug levels

of cavings may vary considerably, there remains a potential for the

mobilivation of ©

seher savings, whether voluntary or forced, Further,

houstholds wetain their surplus funds in the form of honrds,

Sene private
ana thede can be converted o jnstitutions) savinps, Lo the benefit of

nationnd coonenic davelopment

]

Lhe wajor question ls how to increase domastic instltution savings

i

~

individuals (inciuding houscholds

s
e
<
)
-
i
ty

In genexal, cnd the gaviigs of pu
and coxporations) in particuler, and this way be divided into tiw Lollowing
subsproblemss

1.

. L] n
gavines sitvation?  Hoiz e
=

h of the ropion's
{

Goen put dnto savings to date?

Zo Uhat G the potential gationall surpilug that can be mobiliszed #orx

mvestments Aat 45 the Asian propensity to sive  say, as come
pavod to rhe devaelopod countrioa?

S latiaat e chiat present discourdee dnctituticnal
HaVv.ings n A

"‘ ! 3 gy . - by ] eed afed e gy 1asl ge { S ~ .

Mot il Lor uaing already cutsting inciitutions
to I Eheinrasoneyalivation?

L} 15 e - S0 4 | brm FiYe e cima LT . . " . e il | [}
2y et ehianeng are there that iatervention by some international

peney anuents dunrove tihe ghtuntion?

Ihe datia plven da ehis peper are cobimates and ave presented {ox

comp AL nlive punpo oniy. Given Ghe onn LEGon private ceetor s e
on domestle hausabolds Da partiiculan, the folloving facts ace rolovant .
| ..-.t.. 4] LA AL t], lln'., | W I i..l o LN w L ].-.r; riH hj':,h L1 A'.' J' 1S
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in the developed countyies (sce Tible 1), Genorally, people try to save,
whiether thoeir incomes uxe low or high, Thus, the possibility always exists
of Increasing private savings, either through the adoption of encouraging
neasures o muntﬁﬂaliuarcmovul ofl hindexwing mousures,

Fact 2. The myjor source of natlonal savings in Asian countrics
ig domestic houscholds mnd covpovetions (soe Table 2), with the followling
creoptionsy (1) Mainland China, wheve the government absorhed vivtuully

all private savings; (2) Taiwan and South lorca, whers foreign iavestments

and foreign ald were swelled, as o nesult of the wilitary and politicnal

eltuation; and (3) the Philippines and Pelisian, where the causes will re-
quire further analysis. The statistics aleo suggest that, in normal tivce,
docinstic sounces of savings aze more relfable than foredgn Sources,

Quite dincideutially, Table 2 covers the fivst ten yoars off Gommunist
China's econcaic developrent, during which the first five year plan (1953.
57) was conploted, whon total foreden aid was estimated at only 1 percent

2
¢fi groas nationad product.” By way of comparison, India weceived 1.5
percent and Rakistan 1.8 novcent dundn

1 the oiin ]'Cl'il‘.id.

Fact 5. Appavently, scue cepltal flight occurred from countrics where

wcartainty existed gg q rosult of covernmend change, gueh as Ceylon dnd

hinlaya=tingaporze (Table 2j. The zelevant didsovings probably went to

ofles covatsics within the Storling Bloe (Lo dun, UHong Kong, fndia, cte.).
Tu addivion, 1€ 3 penerally aeceptied that theze were m: e unrecoxded
cases off capital $Lightis from one countey Lo another, both within and
withouts Asia, partdculaniy fonm those comntzios where wigid foreign ox-
change eontrols cudotod,”

Faect 4. A penenal, Glie 1ot of Asion conntries i that of poverly,

T 1857, the per caplia national fnaome of Asic as a replon vas Jess than
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JADLE T The Propensity to Save in Developed and Undexdeveloped

Counsries, 1954-60

Country Total Nation- Percent of Total National Individua!
alypSaving st asiaiiis i AV gy Savings es o
o At onnl By ¥ 1., by o RN e 2
W O L onal, } u_,' b e DL Ll b} QR L
Incone government corperations indivie Porsonal

dunle Yueomoo

e g e 8t - v . S s | - B ey e ¢ A P d 8 s m—— a2 %o S5 4 R e

Japan 35 30 45 19
Burma 12 (4 56 14
Taivau 16 52 46
2 48 {
Philippines h 52 &7 ~39 (=)

s BB e e B i o s i £ A 8 bt W a8 4 e S -t e i 4 .

fa s
n

s

Seuth Yoxoea 8 5

Anitoin 13 -3 S 44 5
roncs 15 30 16 46 ]
Canada 12 15 26 59 7
Wi 1.0 %0 20 54 7
Denmanti 21 4], 26 33 10

Austiralia L7 42

i1
op )
—
=

Nathenl:mds 20 26 20 52 173

Anstein 21 35 f 56 13

s
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3 pexcent of the national income of the U.S. Thus, even 1f Asian pcople
demonstrated the seme propensity to save, saviugs there would be less
than those in other countries (sce Table 3). Table & furthex demonstrates
the very small surplus for savings which exicts in most Aslian countrics.
From the above, we can fairly judge both the quantitative and guali-

tative prospects for {uture savincs in Asia. Clearly, the level of

]

avings in Asia may be improved qualitatively, olthough the absolute leval
of increase will be swall until there ds a considerable risc in national
production., But the problem of inexeasing over-all production, and therchy
mltigating the general level of poverty, is cleaxly beyond the geope of
this paper, Wa wish only tu indicate the bect wathed o improving the
jualitative situation, aud specifically, fov determing what fastowrs uay

Le discovraging domestic soviuge in Asia at present,

JIX. Some Ok

Leaving ofif Japan, which may Lo congidered at lenst a semil-devaelopad
cotntiry, 1t would appens that, with the esception of lainlind China,
considerable funds remain in private haads vhich can be clhiznnaled ihough

instiltutionalized seviigs for national dnvestment and duevelopment.
. t

ition 1. Singapore and Malaya expericuced vepeated, aver=suboenipyiion
Lo comson stucits Jusued fn local capltal marhels during 1962-64, us noted
Ly the Centyal Bank of Malayeia in {ts 1964 A ual “Report (p.37). Mhase

sloelts and shures, whicl were issucd by nevly foimed local companics

orgnnlned by datcrnationadly known cotabilishucuts (such as Shell, Ruso,

Duniop, cte.), had cven fetched a prewduva as hich aa 100 percent: vlichin ¢

- . (et

waclk of thedy desue,  The subscrilors vers maiuly Yprivate houscholds!

(luctuding salavied emplovens and corporations). There wore so many
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_Hational Product, Forcign Yrade, Covernment Debt,

Countriins, (1064

Per Capita Currency
¢ in Circulation
UeS. 6 (Fyne rata)

(3) (4) (5) (6)
Laoy a7 5 0.5 15.0
Trdounsia 52 X &0 14 7 5
Nepal 46 63 59 N.A. 4 6
Buima 02 e 72 19 10 11
Chiva (mainland) 74 e - 3 2 1
Ciuina (Maiwan) 152 221 169 . A 34 33
Pakistan o8 77 &1 16 4 9
South Norea 72 17 114 i6 4 14
India 68 S0 56 33 4 5
Viot Nam 156 e 114 20 3 19
Canibadia 105 e 127 £ 15 18

D)

SRINYH
1.44
6.2G
4.50
N
£5.99
5.55
2.36

6.93

7.25

o 20
Thailand 2l 120 1006 16 2L 23 11.90
Covlon 137 CF G 142 71 30 38 6.2

Yilliippines 223 152 142 30 2 28

nia L) K 295 78 182 195

10,20

3,91

i A Aal = 280 + 118 110 AV
Singanone h;a - 409 o 6543 805 )40

Turloy 21

59 76

30 (A 82

3 5 (¢

15 {3 9

5 7 10 12
12/ 196 65 18 16 G.
264 292 51 35 39 16.
757/ 7en ol 220 37 27

mﬁﬁn : G0 ;

S - | &g 2 8 S = § | et S e

I )
el 6 1S

‘ﬁ I'), ,'l'l

L5 (610]

Rortugal 245 YA 60,21

Teelond 095 07 589 208 342 53,35 s
Taiael 277 1,00 G0 14y 330 705

WAk L.4nn 16t 1, 561 228 280 '94 40
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Riowe Zoaland 1,613 Y747 1,620 519 A70 84,57
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Table 4: Tistimates of the Savines Potential of Asian Countries

A B i S tRse SRt n it
Country and National Private Govermaent  Left-over as  Pousible
Year Income Consumption Consuwmption  Saviugs % of A

A~ ()

- ——— S—

Burma (million)

1962 6,521 5,258 1,029 234 B4 |
1963 6,916 5,363 1,075 474 6.9
1964 6,500 5,154 1,370 170 2.6

Ceylon (million)

1962 6,037 6,954 095 &y 1

1963 6,270 5108 1,025 57 0.9
Talven (willion)

1962 580367, 48,890 12,724 = 30057 5.5

1963 66, 60 53,02¢ 14,044 ~072 »0.7
India (thousand miliion)

1959 129 116 10 3 2.3

1960 41 126 1) 4 2.6
South Morea (thousand

million)

1.962 250 244 50 -56 -13.9

JOG3 345 319 : 55 - 20 R
Malaya (nillion) |

1961 4, 640 3,610 851, 131 ot/

14962 55049 4,012 914 123 2.4
Philippines (million)

1962 12,959 11LE 6T 1eal ~58 =05

1963 14,517 12,945 1,644 -17 -0.1
Thailond (million)

1962 54,536 45,0061 5,742 3,733 (S

1963 57,8403 69,952 5,776 2,135 37

Viet Nom (million)
1961 70,906 73,380 15,245 «15, 7129 =222
30,4687 i

190 70,005 79,579 10,713 L3948 ol 4
Japon (Chivusand sailiion)

1962 15,434 9,964 1,752 3,658 24,0

1965 G Ll 9. 058 4,033 24,9

Austrolia (nillion)
1962 G, 347 5,100 GLG 023
1963 6,001 5,400 018 633 9.0
New Zoaland (nillion)
1967 1,249 934 198 116 O3
1963 1,368 ga() 2], 167 12,2

e S 8 e B S e e 1t 8 Y 8 e e i e i 8 e 84 . SO s g = et § 2

Hotes ALl fdenves dre in natloasl currencilos as speceliiied.

Source: UM, BCARL, Beonomdoe Buzyvey of Asia and

(Bhguzes under AL, and G),  iguped uniige

[t




Ak
applications that the new companies had to settle the allocation of sharos
by lot and limit cach lot to some pecentage of the smount applied for.
411 applications vere accompanied by cash, which zcquired a considerable
refund as a resullt of over-subsc iptions. It is interesting to note that
thie phenomenon of over-subseription, which caused shares of face value
of $1 ta inwediatoe ly fietel £rom $1,20 to $2.20 in the opeu market, apolics

e e (RS

Lo conion stock only, and not to the interests- -bearing debentures of theso

same coupanies. During Deccaber 1965, both Shell and Esso (local) conuon
stock fluctuated in the Singepore and luala Lumpur markets at from §1.90
to $2.20, but thely debentures remained steady at $1.00.

savings which ore deposited in fozeipn

vhenever lLiome investmont Appeans move proi-

itable, pavticulexly within the Sterling Bloe countyles (i.ev, the fostl

.l (43

cutionalized savings in Londou and long Keng owned by private nariles re-

siding din Agi Hong Rong is rzenowned as the centzy of freeswmarket trading

for all Lsian currencics and may thercfore be assuned to hold econsiderabio
: : : 4
porLions of these savings.

Obsevvation 3. There are signs of capital £1ight

2, whether vecordad

or unxecoxded, Loth anong and away frow

SO

suatyice.  Tor examples,
Lremittances through  Che black market from Indonesin, Buyiny, Viei Nam,
the Pailippiues, and so on, to Hong long (which has heen neeurs: ing for
many decades), may wenain in long Kong or may be re-routed to Lurope

und Noxth America ov to Indis, Mainland Ghina, or Taiwan. To a lessor

extenty theve arve also vnrecorded semittances fron Singapore-Malaya and
5
Thailond Lo llong Kong. Moot of 1 cge funds could be turned into domestic

institutionoldzed savinps, if the foctors eauaing capital flipght were

ramoved,



~1.0=

Obserystion 4. The following forms of private housabold hoarding

wight be turned into institutionalized savings:  (a) local banknotes

horvded in safe deposit: Doxes; (b) locsl banknotes undex mattreoscs; (c)

toarded forcign currcncioes (e.ge, U.S. dollows); and (1) hourded s0ld

-

Q
and  jowelny.

AL present, poivate Loauing and boisowing

Obsexrvatio ingoaclivitdo

i J
commonly known as 'money associations! or '"motatiug cr

edi{ agsocictions "

may-consume og wuch as 5 pereeut of (he perconal dis

0 el U Torlils ; . i .
participating wmembers, these too could be robilived for mmstitutionalised

domestic savings

L]

Oliservation 6, Alie public Lottevies presently operatcd by somoe Auiis

LOVEIINENEs prove Lo be quite profitab:

nany private (and

Lllegal) lottcnles oceur,

thion 7. In any country srith o fioe teonony syoliom, thove il

be sone people vho wre riclon atdivhos thevafore can save sone of thed

=i v L

INcoma. Juxuiy and waste aro always vigdbilc, Witha cont rollicd coonouny,

Communiat Chinan hao proyvad Chat, despite poNvarty dod dnternatsonal
'IJIv;-‘f::JL;, domontic sovig B8 cHntbe wokiiised fov o pital Tovinidon. Uney
Leals systans, ithal chiodie of methods and the roount of
aadisavinge antid clpated may bo difies it batt the potentsdal
QRIS o
IV some Non-t g Haotn
Phie Unived Natdons Leonomie Copiils on for Ania avd whe Far Hn#t
(ECARE studivd Asion savings prodlems dn 195059 without co alng to auy
conciuaions an Lo whn 1 Lallchatio to aove or ust o save, ]‘1*‘.-.".‘,‘.-1-1‘, il
did conglude Ch o ithel feili Wi Faction (5] L (G Lann i jbLden 4y
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natienal savings:
\

(0) Inaqualities in the level of per capita inceme
(2) Rute of population growth

(3) Level of exports or intensity of foreign tyade.
Theege conclusions ave hoere verificd, to some degree, in Tables 1 to 5.

I 10 perceat of national income is considered an “adeauate! rate

LAt 9]

of demestic savings, ther pany Lsian countyics will fall helow

standardy
(soe Table 2 above). If aid ox forcign savinge are oxcluded, then

4

excepl Japen will fall far balew "adequate' levels for o long time to

conie (see 19ble 4 above). Althovgh thexe is uo conclusive proof that the
ny

1) the actual quantity of savings in Asiq wili scil) ko

becsvee of the

(AR Lt BTy AT et i . §e - a [ s PR
Inus, Agian covuteics wust uot onl iEmyR o tncraaaas e 5

Lo czve coong tliciz people, but also nust abte pL to plug up all the loon-

holeah theouzis which dogastic savings pretdently cscopa,

Lt ghould bo noted that diffcioine cuaune: may. exnlain the situatio
of dififerent covntuics 4t diffevont tdmas.  Ce riain factors inay ha Ldld
-1 - ¢ ~ 1 T Ll L 1 1] t - ' Cry Vs Ao ‘ ey -
o e caunsen | (.t Y 1'( 200 LN & 00 1 UL e [
A S R ATR S RN b SR i 1izlyois helow conglidors Cheze peperval and i

]

apenifiic caugal factom f

than hall off tho

reventeen Adfan politienl units listed dn Bable 3, Undeelaved bhut setund

alsoti g wins are neeuering o poven. Viot o, antt the Incdo=Palddaton

4

il ol o tie ol thit yriting,  Lhis factor halns to cxnlaln the

Propensivy to save among Asiang ig balow that in developed countiics (Lable

arativeiy law.
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fiight of capltal to ileng long from other Asian countyies.
5

[ Wer usually intenpgifics the nge-old habit of hoarding gold, lNowever,
tlie general tlieory that "wan will encourage defonse industrics and therchy
national cconomie development! cannot be generally applicd in Asia, be-
cause (a) most if not all military weapons oxe inported, so tlat "consump-

tion" does not benefiit domastic production; (b) further, west of the weapons
vsed are ton techuslogically advanced to be produced at hame in the near
futwee; and (e) modern warxs within one's ewn houvdnarics ave too des-
troctive to allow domestic industrial development, with ox vwithout forovion

i o,
|
|
I
i

Ratsing Livine Stanc

While the Neynesian "conswiption-orfented” cconomic theory may he

eppiicable to Jdepan, theve dis Lictle indication of its rolovance for the
rest of Asia, vhich possesses no excess Lndustrizl cupscity Lying ddla.
Throughout Asla, most 1f not ail politicians have promised (o vaise

national standards of Jlivinn without roeierence to Fhe necensity for |
raleing nationdl productivity and induskrial production, Glven such a

8

i AV "t

inkluciced by the Ydononslration efifect," may cventually ery to keep up

wrican Jouases't ds o national policy and thereby heenio

a couniivy wvith a 20Lh centuny congunpiion ptandayd auppoerted Ly a L8th

10

On the other hand, Conguuiat Chiva has adopted the opposite licorxy,

|
I
I
|
piomise, the mess of Che popnlation, whether or not {hey are directly
|
|
|
I

thict: of Mtighivening the belt for the sale of devalonmeni,! sud hus suece:

fully completed did flatt fdve year industrialivation plan, despite a loy

plondard ol Livinge. dhe hlarory of Japan durdng Glic Med i Restoration
|
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Table 5. Propensity to Save in Selocted Asian Countries, 1950-59

teent of Grosa Hatlonal Product

gposable Income Gross Savings

of Houunoholds of. louacholds

Covntey

Househo

1d Savinss as

a % ol Dieposable

Tnecone

A, (Gncluding privace couporaltions)
Burina 76.6 9.2
Taian 76.3 4.0

South lorea &7.1 3.1

12.0

5.3

B. (uot Aneluding private corporaldons)
Coylon 83.7 4.0

Indlin S il

Japen 70,0 10,5

3

Phitippines 43.7 :1.3

SO H (o ey ol Ao
LG i) e

Wote:  Catcgory B can be considoraed pute nessonal
(HOE p ol the nouuciiolds 1 detined lLinre as

the dloposuble incoine of Houseliolds),

G196 Mable

savinges, The g

vingn

2-12 (UN

LAY

yrapensity

a percentace of
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(1868-1938) is also of intercst, because dencstic. surpluses were saved
and dizccted into capital forination, also despite a low living level,
Thus, this gencral cause way be considered somewhat ducslionable,
For onc, theory and policy have not alvays worked in Asian couutrics,
Second, with little industrial bage, Asian covntrics cannot incucase
natico ul copital formation without forelgn atd, particularly in view of
rapid populatlon dnereases., Thivd, even with foreipgn aid, some question
still ycewmains whether ox not a policy of high consumption can really help
developing countries (sze below). And Finalls

y Jt eppears that a more

dynainic consumption policy Vig-z-vin naticnal production i needed.

tiany Asjan countyies ane expericncing inflation u ona or mone

the folloving fomms: (@) wncontyollable iaflaticn in covventional

pattexns; (b) disproportionate depreciation of national curiency in fthe

International frece money mavket, as a xzonlt of guostionuble contynle

being applied to foreign cxchoupe rates; (e) officiul devaluation of the

national currency, tvhether by lovering the vaiue of the national curreney

ol

as @ xatio of dnternolional cuchang

(0]

» by ropudiating the national curienoy

or by discounting it as a yesult of goverineat deeroa,  Table 6 depicts

the vavious forme of infilation cnenuntored HINOng AL

counfrics,

Infilatiol

L

by private individuals, whether of gold, gGevels, or foretsm ours cieyy the

paapenslis o spend dneraason (Lo disoave): the di G eouR s ement

3 : " o X 5
Aeonue e depasiity, volunbary ine

swrance, provident juod schiomes, cle; and e

participatlon in blaclk

market dealings (Which cveates more loonhnden

L, ag o gemeral equea, can e lai capital flight, the hoardine

and’ Ledlapas, thereby furtly
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Table 6. Inflation dn Asia, 1955-64

_Purchasing Yownr: of Wationnl Currency

Over-all  Price Index 1963 Ianternationad . Occurcoce No, of
Counlixy Bitinmate 1958 = 100 Market of Offiicinl years

195564

All TFood Free Bx- Prewivn Devaluation sinee

change  for USY, of curnency last de-
Rete  freo vate valualion
U

Indonesia ~G9%

South Korca ~81
Taivan =53
Tudia ~38
Viet: Nam -3

Japan =28

Cambodila e ve e

Laoe OCHC Y

Thailnand )
Pakistan =2
Philippines w38
Buina -1
Ceylon ~10
Malaya -2

th;ﬁfdﬁv w2

SotSEa IR ERNGS

1i/1%
1/1%

1,254 1,276 -99% 3,5004
140 156 =81 54
148 142 ~4] 18
116 114 -37 79
119 119 -G 386

o W O Wn o~ o
| )
L1 w1 W

)
~3
H
fon)
')
)
P 3
s
—
O

1

256 325 =50 258 2 5/12
105 106 & 0 1 10

105 108 ~25 84 1 9

117 124 ~30 06 2

99 101 ~54 203 0 15
104 o7 -0 215 0 15
103 104 G 2 0 5
103 105 <9 2

Honp o 814 -2 105 107 3 0 0 ].rl

'ur: v f’ '1{1 S¢ i i Soelf 0 31

U. X, =25 3 2 0 15
mowrees - Pickis Gurrancy Yomrbodll 1964=65, cxeept pricc dindexes, vhich are

fuum Eeovomte Suvvey of Astaland the Jane Jindgt 1964, p. 273,
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hindering domestic institutionalized savings).

The cxperiences of the last two decades have biought about a bitter

awareness of the lesson of inflation among Asian people. As soon as an
inflation ox evaluation measurc is announced in one couniiy, people in
other countxies hear of it and counsider 1t a varning. "Who lknows vhat wi

happen here," they ask., Tablos G and ? reflect the contagious situation

which may break out and spread at eny time

VI. Some Specifi

Income 'Paxes

Income tax aystoms axe comparatively ney to Southeasnt

And, of course, many of tle people canot vead or £i1l cut income fas

foxms by thamselves., Generally, dncome taxes have discourtzed domestdoe

savings,  bocause prospective savers Fnow that the records of intercst

pedd are keplcas’ pernanent records. by banks and other

1 paying dustitutior
and becanse they are aware that it is their Legal mezponsibility to

repoxt cuch incoma.

Savers cacounter the diffienlting of keoping written zecords ond .l

possibility ¢r penaltios resulting fyom ingcciurato fiigucen, errora, and

omrtsrons dn thelr veponte

2o N counteics where many peopie at{1l cunnot

read or weite the lopal oy officiol Janguage, these are smportant. I
addition, muny prospective savery arce roluesn: Lo engaga dn dpnstitoetion: ]

savings beeause of Che diflienltdios of explaiiing tha souwsee of their

73 . f i (=
asavings, of furnishing Lack recordy if

o

noney cpne from abioad, aud of

gatiofyling the toy ofificeors that the THlevani dneoung Lan in conncetion yi

Bl sl saved ling already been duly

Ly assassed apd nald,  Vhat frks PO
A 1 )

gavars wost anny be thatt the Cox futhorfty mayv nt any time wake Ingquivien

st Asdan covnbnie:

L1

e

143,

&L

I L




Iehle 7.  Unrecorded Capital Movemonts in Asian Countrics, 1964

Country Time  Basis Valuc felevant Ltems of the -

(UeSG)E curiled dealidnss

P —

Burma 1964  Year $ 6,000,000 Currency, payment for gpold.
imported
Ceylon 1964  Year 8,000,000 Copital Z£light, also iox
g0ld impocted
Hong Kong 1964  Daily 3,000,000  Dealing in U.S. currency
Daily 500,000 Dealing in gold
India 1964 lionthly 4,000,000 Payment for imponted polid
Year 100,000,000  Dealing in curzencies

Yearx 3,000,000 Currzency (others neot inaludced)

’—‘
o
o
Lo

Tudonesia

—
Lol
ch
d

South lorea Yaar 4,000,000  faport~czport (other not

iuncluded)

Pakistan 1956+ Ycear
1964 Averagoe

Philinpines 1961 Year

1964  Average

]

30,000,000 Curzency and geld dmpoyi.d

60,000,000  Currcncy and pold impor:od

Viet Nan 007~ Year

) A 1
1064 Avor age

14,000,000  Caopital £flight and imported
gold

Japan 1865 Near 200,000, 6C0 Currcocy (others not includad)

a.
“Proe oxchange vateo.

Notie: Active uovemenl arve also knovn to exiat in Cambodila, Laos. "aiwdo,
Banpicolr, and Sinpgapore, I addibion to those menltioned, maviets aludo
Mainlandd Glulnay New Yoxlo, and Zanriys.

Souren; Pick's Cureencv Yeantool 1264~65, chapter on YGold!,
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regarding income accruing far in the past, and the case will not be

i o]
w officers ave satisficd.

closed until the ©

1t

i

=

of course difficult to arrive at a quantitative estimation of
the effecte of this foctor, bub the recent announcenents of the Govern-

ment of Iudia loosening some of the income tax rules, with a view to

encouraging private dnstitutionalized savings, can be talen a5 a rellection

of the fact Lhat soms governmenlhs are aware of the dlifticultices and are

: Sl 14
atteamnplime tO renody Che situation. }

o

Distrust oif Cover

3]

al Authority

-
=
—
=
o
rr
N
—~

2wurd, every countizy todn Asia has andergone a

=
o
=
fe
=
=
(v}
)

in governnent, HMaay of them have baen gubjeciad fovierly

to foxelgn govevnments, Yoz bottior ox wouse,! the changas tiince 1945 have
inevitiably afifiectad ¢he privite prop2rty syaucm, as well 2 offlcial

at:titudes wnd poidcice toward private wealth. Viztually without eyeeption,

the polilicall pavtice evising in Ania leve duslared themsolves to be
deox sanfesocialdotic. dMany Auian governments have adopied

waasures vhich eauscd the ''prepevticd clops!t Co distrust them, whetbes:

01 nul Choy were offfcially “Coamunlot! o “Bocialist,! Whe results have

raganbied the spraad of a contogious dicease.

Even in thoso counbyies not clfifiiicially Gonmuniot op Soclalist, pio-
eV ‘t"l ¥ Fy R TeUT, Vo srtnt B Ak bk Y Feo 'i] (oh R R bR b el e T ATy -]\ o f= 4 EL ™
Specliive pring saveg Lot Ghe fiolilowing protdceiptionss (i tha nationil

hanls

yate

s

-
-

y dngurance companies, etey (O) the

aupervislion off all bankd, dncluding dnspection of their rcecords, by
poveriment ofifiiciaia; (¢) the de=lfecensing of long-cstablisched banka on
political windagy () he dmnoeition of various conditions on the

G0t [k w2 1} bea L banle aecowin; (@) e enactmont of new repulation:
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which bring vecorded institutionalized savers into view es casy tanpets
or victims; and (f) disciimination on the grounds of race, religlon,
nationality, political beliefs, birthrights, residence, efc., leading

Lo one or more of the disadventages listed above, particulazly (d) avnd (e).

Generally speaking, history and experfence have tanght the people of
Asia that politics and governments arc wnpredlctabla; that a new tax ox
mweasure can be dnpesed, based solely on the recovds of institutional savings.
Thus, thewe is an at least subconseious sense of insecurity and distvust

vith xespect fo institutional savings in generel and savings measures stch

ag govermnent vonds, public loans, debeontuzes, ond government equitics in

e

1\:‘:]—1‘.5 culaor. 5

Given tho facl that Ly and darvpas tho vichaw reoplie pn Asian connteiis
TR 6 NI RECH e Rl 1 Ehils i toatmayido fars tolpnniali
the lack off private institutinnael savings and the preference for pold

hoanda,  Cenerally, wvhenever a distrust of government avtlority ciists,
or Yocanital

. . 4 | ey ‘" L P R L e B
ee the foim of aither Yeavnital {4

Institutdonal

WY eqpnar g W

Iy a special VI siudy on the ¥ole of savines and woaslth, diffanent
scholars fram Coylon, Judia, Malayn, liong Keng, Rakistan, the Bhilippines,
and Viet Han caphasizod the fuportanece of religion, whether 1tndution,
talan, Canfuctmyaiyn, or Duwddhviam, in dufluencinge sencral atbtitudes ro-

' ] 1 1 . ’ e T o b ]I 1.4 do byl :
}'-_:'_-_.1_1_1_7::; gavinoy and thae accuinnlation off wealih. utl.l.l(‘ thin mnay b
viewad o a genstal factor, 16 Ges special pelovance when applied to the

agfi woota ol tociety, Aiten yeays off atudylue thils pesticular PLOD ¢
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and itg relation to domestic imstitutlonal savings, I am particularly con-
vinead that the teachings of Islom is one of the speclfic factors ex-
pluludng the lack off such savings among the relevant sectors eof the
population in Asia,

lioye Tslam vesembles ledieval Christianity: uwsury is a sin. The

Malay ead Indoncsian terms for interest actually mcan '"the filower fiom
the noney (ann bunsah), reflccting exactly Thomas Aauinas! statement
that Intercst i nothing, but "money begets money.' On the ofther hand,
in Chinege, Chere is one term for intevest such as glven by bLanks (Jec-
aeeh) and enotlicr fox that charged by loan shanks or privace money-
"

o e f - oy 14 o woesl Jus 190 W1t ey e - - .
Jendavs (vin-tesuchien, litenally, "the stamped son of noncy,

st e -

or vimply,

"oow of money!'). For the Chinese, to roceive duterest from a bauk is

zeapectable, whlle to chavge intevest and neccive Y‘son of money!! is dis
groeatul,

hlg is not o aay then banks dn Tolanic countvics do not chance
mtezast on loens or do nof pay interest to depositors. But when we comns
to peesant instipugional savings, mokterse-and weldicious teachingge-are
aiffcvents, Thiag ig panticulanly true of aldex wonen holding the family
puznosceings,  In Singapore today, there sze mole tham 30 banking coxs
poiations, oxpaniged by merze than 10 nationg, with hundreds of hrauches

seottorad all ovenr the deland, but there is not @ single bank oz braoch

oxganied or managed by Islanic Malays. Tn Ruala Tompur, the capital of
Malayala, cheve 4o only one conuerclal bank said to be Halay, but ft ig

actually ovinad and vun by nans=Yalamic Lndians (Ghaugh, astwith tha Chincde
Lanlig, Chey oy Ge Malays o Malayiida

In 1964, 1 encountescd an Tolamic Malay family wvho had lived in
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Sinpapoe for two generations. The son, of college age, with a good
Inglisn education, told me that his mother would not open a savings

account In any bank, because she believed that to receive interest was

a ain., X teld the son that there might not be any "interest" fon theix

ap

i

gavings ov ovoits, but that a @ souvenir would be "given fixec! by the .
baik et the end of a cextain period, such as a set of tools, a pen, ctec,,

as apgreed uvpon in advanec. The nother still vofused te open a savlugs ac-
count. (although it was disclosed thot she usually kept arcund $200 under
the mattrees at home). The son eventually opened a savings account in

liis own namej in due course, after the interest was paid, he told his

mother, vwho repiind Cthat it was ginful to receive interest, She did not

oliject o putfing the money in the Lapk, but advised the son not to accept
intercest for doing se. BLventually, the son cloged hig savinga account.
IC is not clear whetloy the son's own veligious scrnuples, thie family

pexhaps the need of puckel: money was the cause

seolding or nagging, on p

of his closing the account’s In any case, hexe f8 a case wiere at least

$200 might ba channeled Into dnstitutional scavings (wibth accompanylng

0y
tdl

dcsvelopment), £ appropriate measurcs couvld be devieed. fnd LG occuzied
i aametropolitan and capitaliciie city, covercd by a network of biouch

banks, in a family wheve Lthe fathew vas a skilled worlkey and the son a

graduate from ¢n EBnglich-oriented tich echool, I wmay be an degolated case,

but the mothen's success v holding oubt againat instlitutlonal savings may
18

serve s a pointer tovavd the difficult taslk aheada.

Tradiditdonaliom, ox the ngsizinlof Miadltlons

Muny traditional . cven though potty, causes prevent: the mass of tlie

papulation fron panticipating in fnsvitutional savings. Yhese Ysoclal
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infrastructures' can hardly be quantified, but they play an important
role, particularly when taken as a whole. My own term, the "inexrtia of
tradition," in fact reflects the battle between the old and the xriging
institutions, in both abstract and councrets forms. In those Southcast
Agian countries still undergoing a transitional period, the following

11lustrations of social psychology and habit opply,

Distrust of gavinps institutions. Nedein banks are orgarized along

Limited 1iubi)ity lines, which is a now concept to most Asians, and

their history iucludes failures, defaults, und other elements of bud
record,  To the older gensration (which holds the pursestrings) . there
tppears to be no one responsible oy ony possible failure in these "Iimiled

companies,"

an unfavorable comperison with the old "finanesial houmsos!

cstablished and owned by well kuown wealtly

-
e
~

Tradition dics hazd. Wienever there is a bLunk fajlure, particularly
song those of local oxganization, the news spreads faor., Yor inotance,
news oft bank failures in Tndia and llong Yong dn 1964-065 yosulted i1 wild
runors in Singapore and lalaya., Distrust uay bae subconoecious, but it
nevercheleos nakes people hesitate to put thoir savings in banks and
helps stropgthon the hoarding of pold, jewelry, foreolen CHETERey, aund oven
Local cuvvaeney. Here, education will take tidanel.s

Keeping o r_:_‘-f_.-:_m.'l.'j.'n:=;__';___.-"_"_-f:a::_-.__i‘l,_ Jn Asia, those who are “a little

1% E i,

Letter olf™ sutfer from "share-the-wealth! vequaests by relatlves, schoal

chima, villagens, clangmon, former colleagiees, and others so distontly

Ly}
connecced ai ko be wedeesned of din cupitalistic, individualiscic, socfeliog,”
06 course, those who have a [ittel guvings enn becowe hard-bolled and Bay

no. But Che nuisence yamaing and, on oceasinn, 14 acconpanied by uulidnd

eritielan,

i
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Those with a bit of surplus soon learn the way out: either don't
save in cash or hoard the sovings in secret. One alternative 1s to buy
land; eveu hoavding is cnsidered a better way of maintaining a secret
5 than vo be scen "often visiting banks.! The organization and
aduinistration of savings institutleons, which require that all accounts he
recorded, cheched, audited, and ingpectiad by nay diffecent depariments,
certainly do wet lhelp the situation. Teo many people of "unknown
qualitics" krow the saver's sucret.ZI

Hore store is set by such sccrecy in Asia than in the developed

countrics beciuse (1) people are pocrer Jn Asian countries; (2) theve

is tradltionally n greater communal on fiemily oblization; (3) as a sociw

1
L

il

stem, particulanly with nespect to tha proLection of privabe propeuty

(1
5
n

and  wealil, cepitalism de legs accepted og even deprecated, Only in time,
LE ot all, will there he widespread wcceptence of a new social seiting,

2

vhexcby the i of Asian pupniation coan fecl at hoise with institutional

savings.

AL tyv. Historically, mostl Asiang vieved a bankiug,
houge as un institovtion only Zox the venry wealthy. Bspecially in countrics
with a history of colouialisg, banks are not only dmposing fn appearance,

)y
buitialsofretaini cantiaint fradiitional i innressiveaiin S Evaninol,

atthough some have accepled the fact thal d6 ds not snecessary Lo dress

up ol entexrs asbank ananys s Rl retaimn thetoldiateiEudes,

Deapite vepettcd adverGicoment:s, waay people dLill do not realize
that banks will accept as 1ittle as one dollas to open a sevinng account,
Iwen Lf they do, many of then ehy auay, considering themselven too ginall

& saver Lo ever pace throuphn thy massive doovs of Ethe bauks., The aituation

yoauives en orpaniged program, cithor through mags conmunications o
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snlesmanghip, to educate people tu the realization that domestic
sovings, houvever small, can help national economic development. Such a
progran would aleo help bank employces to appreelate the iole of small
navers.

The profarcnce for preclous met Althaugh the poscossion of gold

1}

for purpoccs of wmonelavy trangaetion ds forbidden in all Aalan countaics,
cundng gold in the fowm of personal jewelry is pexrmitted. Ceortainly, e
hoavding of gold is as old as wzn's kuowledpge of Lte cxistence, bLuk
traditlon huu been atwenpthaensd by the modezn practice of induged inflation,

gold centrol, geld sationalization, foreicn cuchenge contucla, cfc.

Table G depicts freo mavker cold pricce in wvarlous counteles.  ine
higuexr price fetchadlin iAsia, ineludivg the Lukernotionsl {vce markotiol
Macao and the viveually fce maviat of Hong long, cevw culy be axplained
by & ghronger cemaud for the vellow welal, owiginativg frenm ond snatained
by suzreunding Adtan countyies in geneeal, aod thie Indian oubecontiinaal

e particning

Usaving for a waiuly dagliuigy Baaa old as human hiatory, Lut tlic

nyarbem of dnstitillonal saviags ds npet.e  Host lugiitutiondl saviuge das
vican, Copgetiinn with olifics modern fifnancial and nonciary practicep~~
Lrredacmai:le posen eurrency, the dncore oz, deposity accounty, insurineo,
efe.c-ave che products of a highly develeopdd ecimercial imd Induatirinl
coonomy.  Inomany Asian counbiclea, whose truditional. aprasion cconomien

ane UL Gt g erangtional perdod, many difiiculiion ava encounteraed

vom trdaditional topadennidavinge pattevr s
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Toble 8, Gold Prices per J'ine Ounce

SyieansSleiln: S e erence (Cold)

liavket 1955 1959 1964 I'ree  Jree lyp¢er W Erce” \Transfer of:

Owacrs= Domestic Tnport Export foreign exn-
ship ading : chanee

. e s e i 5 g BT ——

Boumbay $50.75  $48,75 554,50 Mo No o o Controllcd
Hunachi 5175 49,000 54,60 Yes Yas No No Controllu
Tolyo SO DIEESHT 65 G757 5 BlRY ¢ § e o No Controlled
shingliai 43,00  41.00 43.00 No No o No Controllad
Taiped 44,75 38,60 43,25 Yes Yag Yos No Controlled
lani 1a 0RO MIEI 58 ORES3 55 (M ND o 0 o Centrollced

Hong Xong ST HHE a8 60N E3H T e g Yes o No Vree

N o — — - - e i it S T I — R gt gt e S S a— — — e ———— 4 -
lacac 37.60 a0.40 38,75 Intornational irace Market

g ' L ¥ ol BT - » '} 9 \
Zuiideh 55.00 35,10 3520 Intevnstional froe Mavkat

Veirut OIiGALY 25.10 Byl Internavional Suee MNoxhet

Macyzad 2025 25530 SElleds Yoq Yoo No N Cuntrollcd

39508 39,0084 G025 ies Yy Mo Ko Gontrolled

A i S T bl - i e oy Sy
585 B s 35.45 Leo You No Iio Controlic
santiaco 35 Gh 36.60 A5:50 Yeno o No No Controlled

el o byl Uiad b, yatlid i e e S b o At e et iy e TS LG st
New York ah.1 1) THh Mo lio 10 o ‘10
|/'\‘ ] | I iy bl ' N by Y +20)

Prdansiidne eipiay wis Uy Baddollitys at i inec or black manked
giaiatias o L 16 cUEreney, at e endiod Lhe yoor,
Sovpent Mella Curreaey Yearl LRGG-0h, uni2) £f, Gould in the Hanidln

parieetwas tradod mearest o the Now Youk padice, oven lower than the fico

saxite i o acas . hn raason Gl tad wan thal hoavdipse 7.8, banknotes 1

wore proficable than hoarding pold ac & cerlpin pexdod ju the Phillippines
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taclinical faults, such os the following,

1iliternev, Difficulties arise nit only from the usec of printed
nmatter, account records, and savings documents, but also in proccdures
for jdentifying illiterate depositous who canuob gsign theiy nzmesd.

Tdenvification by thumb print is teehnically dwnossible and adminictrativel
- [ . L3
Ll 3

undosicable; yoet many counbyies insist oun thig system ror Legal reasonse

Liangunge bavpiers,  In most Asian countdics, many dizlects often vary
different from cach othewr, aze spoken, and many vommn and older peopl.e
apeale only tholz native tongue. In addition, some countuice have woxe
then one weitten lavguage. Finally, the tiepal' oxr offilctal Languuge
(oiten Buglioh) may not be undexstood by the hrospective siverss

Procedivod yed tanc. Many old Luzeaucvatic baning pruactices may
A1 be found 4n Asian countuies. Frospectiva savers sorstimcs nve dige

couraoed by mognicements to fuinich a Yefcrence ok ou introduciion: to

undecno @ perdonal identiey check similar to that required in police

or to £217% out a wmultitude of formg and visit many counteis

1. -

4 - PO . - i . - -1-‘ - e ety -
Vi mincing w ol :i:u.’;f’ G oon o withdranal.

Tho above motters con be made cven moxe diffileult whan handled by

L .

ifeanecionced or inpolite cleyig. o Li rent: thaot, in addiiion o o

]

mosg ediention on sustitutional saviugs, peviodic

should Lo iastituted for bank employces, with a view

Lo cheouraging Gmaliaavingi. PUL 46 wit) be some time bBefore vll those
efforts can have anuch effioet,

f_-”‘ I ol af .\f‘ 1oy i l l-':l-‘u
Some off Ehe problens elitad aliove could be dealt vl offcatively by
matdne e posaible fon emall savers to buy shaee dnen enticrpring,
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particularly common stock. In pushing its 1952-57 land rcform program,

the Yaiwan gevernment successfully wobllized considerable surplus funds

frem landloxds by paying pant of tlie cempensation for their land in the
form of industrial stocks. Tha valun of the “compeusation by stock"
amouuted to USH 50 million, and the device was in fact a "fonced institutional

Vit rs

kable only by thic pvesonce of stock marke

O 1L
arlcet facllicicne

hHe noted dn section YIT chove, the cuncricnce of Siugapore and Malayva

5

hovs there is a high probability that domestic savings can ba inevsased,
LE the domestic stock matvket can ba expandad, c

L srtudy of the domesiic

nao

viugs sdtuation in the Fhilippines aluo suggests that the shortase

nazkets faciliitioes may be 4 cevie of the lop in inetitulicnal
20

Thooe whe do ol

offcy only Mini

AT Al L e YT L e e T e ML T e e LV 3 e Driafa
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vigtnallyeinactiva . Puxthe,

o o , .
1100 5 Fea g o M e i e '\, cH B R VOIS SUOCCENGLEe avi U]" ARA3 t}
. 3 5 :
Jion OF1E, 5 e, and Lo Gumpuar anarlkietia), Racadcxzic Wy HED
{fo3 patiitniionn! gav alautotoican ity ELnhit,
WAy Rk Sl eh ALER (¢ i 131
heroe are twor otlies Luacio el e goma |l ng on wmas e
\Bte st by ERtheahse il ceuR anSsthie sy Vabe seehy] z pactioulaciy on
i faddvddual aaves Syrer el (s3] rer Odenussandemen i cinazhet ffnction,
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Will an increase in domestic institutional savings follow a ralse

in inteyest rates paid by the savings institution? Two answers can be
giveri.

(L) If the vaise brings intorast

rates up to 1 o even 2 percent pos
amium, there vill probably be littie influcance on the extent of domestse
savings. The fundamental discowraging factoms analyved above have little
to do with fnicvest rates, and therefore, to thoe piospective saven, such
& raise ic not worth the trouble, Indeed, according to the Centrol

Bank of China's Report (2964), savings could be ineressed cven 1£ fhesc
vere a reducalion in inlorest raten.

(2) Put an abnoimal waise, say, fiom 6 percent to 19 0@ more porLons
per anpum (which 1s near but still 1»3uu the black mavket tangy cates),
may have a deiinite pogillive eifect. Mowaver. this ig not an ceoromic s
off Incraasing domestic savings. Fusther, cven such an abnoraal vaise
will net solve some of the Lundamental difificuléios notoed above, altlioy,
LG may weverse some of the eupital flow abyoad and aven attract some

(§

Lorvedpn savinge.

Howz Vould Wovedon Sovines Afifent Noieints

Forcipn cavings nean foreigil oid in all fouss-losns ond Luvestment,

LEoda generaliy acecepted Lhint forelpn savings can aceceleraio the yociniaot

countyy's ccononic development, DLut dons questidons remain. (1) WA

foreign savings help An_the Yons ayng o stimulate demestic dnstitutiens
cavings?s (2351 they heln dn the song run Lo stdnadate the private
seetorts saviaps? (3) Ehose il ST ( they alght in Gili'e ilnd
the normal dovelepnent of dowestic u: vings Lo goenerdl, and privace ine

tutional savings in pmrticud v?
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These e questions that deserve further zcsearch., Onec case study,
on Lhe cconomic development of Nepal, suggests that foreign aid may not:
alwiys woxl out as nxpectcd.z? True, forelgn aid to Western Lurope and |
Taivan appears to hve bazen very successful, but there are other cases in
which it scems to have gone down the drain. Why do these differcnces
oceur?
Yexeign aid smay have hamafull efficets 4if (L) the recipieont government
tolieg it for granted, as & soxt of political dole, end thereby does
nothing te duprove the domestic situation; (2) the politiclans in pouer
use JU only s a meens of tiding over a pexiod of political difficultice;
(3) the aid is used for the consumpcion of luyusies, to keop up with or
evan beatt the Bure-fmoerican Joneses (loan interast must be paid, howeveir):
o (4) the aid causes the reeipient country and soclety to develop a
parasitic policy, thereby danpening the novmal developnent of doncatic
savings |
- |
|

v

Vh

s

8 subjaclk dugervns further vesearch aud effoxt to dlocover somz
Q

naguure by viden foraipgn savings con encouzage domestic savings. Soue

celovant Socts shoudd be noted. (1) Mavshall 2lan aid wag given to couubrics

originally equipped with  pgood industziul baaes, wore for purpases of
pehishilltation than developinant; the some would apply to tha ald glves
the Japanese cconomy dn tha 1245463 noxiod.  (2) Gomunist: China has
yocadved much Less dad Lhan 1o generally l:a'l.it'\".'ai.gﬁ (3) 'Mha data

predented 0 Tabla 2 alidve scen o dndicate thot, barring centain cases

LI . 1 r L - ‘g - ey . . 4 1
whove wilitary problang svose, forciyn atd andror dnvestmant have had

L4}

- o ( .

NG pronouncen aifett on dunastiic gavings.

{3

From Clee forenodng aealyada, wa can soe thalt cheya da 8 malihtude
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of factors which may have discouraged or hindered demestic institutional
savings in Asian countrvies. Some of these factors may also explain the
savings lag in other developing countvies. Taken scparately, the different
factors may seeﬁ veak and vneonvineing cavses for such & couplicated fact
as a natjonal lack of savings, but vhen combined thoy bLecome formidable
and declsive.

Ihe qualitative analysis offered here ds only o prelinivary study,
To weight the varxious causes cited, if this is theoretically fcusible,
wlll xequire furthoxr vescarch. (Appendix A offers a bricf lict of some
relatied topics on vhich funther study scews desirable.)

But despite our lack ofl preeision, vie can geo that the fartovs

discouvaging privatae savings are priwariiy dastitotiiopal da naiuver they
axe rooted in history, comiaated with national policy, and the products

of the fact that the national cconomy 8 @ & pexiod of transition. They
are therefore ossentially beyoud' the reach ¢f presentliy cuisting dotastic
coimereial savings instituibdons. Jhey ave also Lievond the peach of dntor-
nationel ageaecicy, unlesa such mgencies are given abnormal powexs, thoere-
by bocaiidng super=govermmental and supes-natlonal {ngtitutions. This,

tha wemedies nust be cavried opt priwmerily by the national governments,

0y

A study of dovings dn Siugapone (see SPoble 0) has preduced the

"

fz

following estimates: (1) totial domestic dunguitutional savings was ¢

pexesnt of natdonal inconie, aff vhich 6.4 pércont came from the private
goctior amd 208 percont Lo gevermnent,  (2) The puivate sector's share

-

wlay, be fusther split iittol 3h parceent’ from e xa~invesinient of profits
by privatie Livag, and 2,80 peveont fropprivale bouscliolds, dneluding the

forveod savings paid o proavident funde sdpinisteraed by povernment -

TR TR SR TR i ¢ SR =
;!:II‘\‘_“.U (RLRET (D B 4] 4 5
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Mile the question of how to remove the factors discouraging private

instituvtional savines in Asia constitultes o

topic {21 further stuly,

ve may judge fxon Sinemore's experience.  The imsedinte prectical measurc

best able to fuprove the situestion mey vell be a foread savings plan, with

a vicu to establiching a larser national social sceusilty fuad,
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Notes

s,

7]

1. DBy institutional savings, we mean herein all forms of savings or
surplus funds which are put into cestublished institutions and which ean
be rerouted into investment, directly ov indirectly. These institutions
include bankis, finance companies, governmental setups, stocks, shares,
bonds, debentures, insurance, building and mortgoce sociefies, credit
unions, co-ops, and post offices. etc., vhich hendle woney and savings
in relation to investwent. We do not, howvever, include savings which
cannot underpo such rerouting, such as the hoanding of gold or bunkuotes
in saie deposil boxes, etc.

2. With xepard to the foreign oid zeceived by Corsunist China, cven this
one pereent may Le au overestivates (1) it may include assets already
located in China, such as the pontion of the Manchiizn railiay tians-
fercoed frzom Lhe U, 5.8.0,. to CGomuunist Chinag (2) it may include the
machinery veroved by the U.85.6.010, in 1945-46 frow Manchuria, afier fhe
aud later tvangferred to Goimmunist Chinay (3) it
ald or a portion of wilitary equipment; ondfor (4)
c tharged o 5.0 R lo‘n.. }nin vonld be a
ounk : Lo U880 ald o
dixation mani: durlnn ‘,}U to 1960,

Japan:
may inclu
it mey
good ir e f
(,hi.i‘.f..-.-v Ck-a.'."..!l.u!i..‘:t'

~s

- ’ . 3 e, -1 - . ", e .
3. A dgystemudic fioupasinEvTickEiam G anay
Yearh: il his aubijoet williha

deale goction of Lhe papein.
4 See Piclkls Gueveney
Lo a sty covering ) ! )
national dncone van aboull HES ‘_,10-.: (r ), 0

to USS L, then, aboul UBS 3,237, ’~r‘1 ; 000, il

i
zal llpng Keng

e of 1KS 5,90
sawe period

-
tong Kong roceived o total of HES 7,100, G0 "inflow of capital
from abroad, olus uet balance of "na:;ania carnings, plus net: balance
governmental and private trapnsficrs.'  In other words, thel necovded

of national
{{routh

capi il
Aneen e th
of None one (

d arounted o
Oxiond thiiveraity

Lt phouldd Les matied thall, oo
now enjere more i ag Ma haven
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tra "unreoorded!!
of 1954 (. 106), thae
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7. These cun be found in many countries. Taiwan has legalized and

Justitutionalized this source of funds in a speclal form of saviugs
bank.,

8. UN, Economic Survey of Asia and the Fas: Fast, 1901, Chapter II.

9. This analysis is lLased primarily ou wmy personal observations and
studies as a banlk cc0uom1ut for more than 10 years on various Asian
countiics, It reflects a prelininary study of "why' cnd "what are the
factors,” and leaves aside quantitative quastions of "how much' has suche
and-such a factor conf.ributed, ete,

100 JTn countries wheve laboy movements are supported by political panties
vhich i5 coumon in Asia, this is a very real danger. It is bad cnﬂL'h

to have government spending based on such o policy, buk it will become
worge for the national cconomy when trade undon leaders and the gencral
masces think that it is sound and zight: to raise the general standord of
Tiving vepandless of tlhe capacity of national productivity. fiventtally,

an uninviting climate for private investment swill be excated, and a falling
off of profits ox evew a loss of public investment will zesult.

A scholar from Ceylon summed up the situation of his country &s
follovs: '"The factors Teﬂtrictiuu
high congsuiption relative to dyver
stxation cfifect!) of

towand d:--.r:‘.th".ll:.f:,

?}l]""’

may be supmnarized as follows:
partialiy accounted fow by the
‘-, Javge fomily and vespons:
fixity o consumption levels tha
not ha ¢ of declineiin expoxt earnings.
o the ru population 45 iuc&p"hhe of savings because of low prnduntiviLv;
Lov incomes, many dependants) 1 :.'u.‘ (033! :.';:ui.,}.&:‘.i'. ok yrindiall
profites in the peasant secton,

the same Linitation of producti :
algo high propensity o diasave due fo ¢

80
.
"3

v radngiad

iy
i )
4 6

e and !m:".'_-,' obligation (and

de Ydemonstnation effect!), !

seelthe antielo by LT, Toubiah, tabest and Hoselity, cds., The R

s Wealth ah Soutihienn A the Uesi f'- andic I INES G
155 1AL oi., ‘WP"“ S AL O RTH: il Rofonoiee
(i sles G RSN ar L s ERNAKER L SHL &L,

Table 5 notes a negative household savines in the Philippines. An

nitercating topic for veseanch would he the cxtent of charge decounts,
hitsre-purchasa, and installient peyment plans, clic., in the Philippine By Y

P“-U'{ld o othier countvives, and tuv f”L(nL La whieh the so-called Hhgeh
slandard of Tinvine'' ¢l

p. oduction.  In the Bl

‘e helped Co devolop capital foviatdon and donentie
Gippimes, haugehold fpdelited

o banks and
compantes his duercased from 18,400,000 pages in 1951 to
i OG0, et anoire thinn

1288

40 percent in 10 veang.  Suel R loole W,

WEREET T RV N SR INA ndn e s 10 SBOOME Ervicli's university off Lhe Vhilipndngg.
1t iy L | (4 ]3] 3 b - . 1 " - ) [ an ' | .
R A B ) I B IS A ULy O Ay 0L Droye CHal |JIJ'| Inosiizaye 11\1]1\ ta-;,'::.".l

Ehedy elfasnanein U butl the puopentity: to conswie (dissave) prevail gy

among Che PLECIbIno masses cin L indioreed by such statoments gt ED D

Filipinos ove feast-lewing! puoples and such a linbic may consticute o
hactor i enplaining their Jdel of savings.  Sue Lanbornt and hoaolils,
. CLte, puidye Uhis Ylow propensity to srve! has also beon tranted
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as one of the major problemg cacountered in the Philippine political economy
today. See G.l. Kahin, cd., Covernment and Politing of Southcast Asia
(lthaco: Cornell University Press, 1964), p.756.

11. Yuan-Li Wo, Tho Beonony of Communist China (Rew York: DPraeger, 1965),
Cipe P79 £E., Whe Principle of Low Wages."
12. A systematic treatwent of this subject appears in Pick's Currency

‘tte, and o suimary of such activity is depicted in Table y
(e noted that all sueh dealings aze unzeconded, and in
in most of the countsics concerxned; it is therelfore im-
pessible Lo xn:f'y the data. However, the estimates refleet a rough
picture of the nvtiviky; ot leasi a portlon of the dealings can be treated
as capital flight

13, XA¢ a banl cconomlat of wany years' experience, I have observed how
this factor han discounraged p?l“ ite savings in Sipgapore, Malaya, and
Indoneaia, Probably., thie ig aleo tiuve in Burma, Ceylonm, India, and
other countrics with such tax

systems

14, Wo gqueta tlie documznis ::fn*i by the Anformutica Scrvice of the
India (New York, Hoveombew 12, 146 "Nacional Dafense
et manly to xemilttonce from abroad, . the veclplents of
mre uot Liable Co dncome-tas tharcon,.  Ine dncome tak

”

L0 ant gusstion the sourcen of such remittances received
tiheovgh banking chamels .o

\0_{Toan): wvrovision of tha Gold

i not apnly with respect to gold in
piption to the CGould Bond and no proccedings
jalictes Lewled, vuder the eaid rvepulations,
vitere snch gold hag bLoen scquized

! been disclosed 1oz tho purposcs off ussessments,
nd ey TnceonelVax Act ailiiother, Gentral Divect Cakesiasscuamenta,ssuch
inecne, or the vealth sopresentad by the corrxesponding assels, will not
be Liable ol i undeyr tliase enactinents dnsocasments o any dssessmeit
yoar made ofiter 19 Octobows JU0H .o ddeutity of pecsons subsceyibing Lo
tha Yoo paztienierse of the Hond will Be treated as confidential

:,-'!:‘7. (RERHS: bapceu from wequrzing any public servant Lo give any

evidonce in tlis natiteyw. !

15, 4 good recopsch topic veuld be to detevmine the percentage off private
Nougehotds noldinasgovint geeuritics, ag compaved to holdings of
b 1) ! 2ad underdeveloped

: RS At
coppurations aind cemiepublic bodics, dun developed

conntrlan

16, I Lhe Juntiny 29606 digue of dta Monthly lconomic Letton; Sthe i Flrst
Nationdls CLey Hanks odf 1Tew Y vevicwsd the gold astuation of the vorld

in 1865 And con ﬂ‘\'ﬁ;.‘; el pl Gl CO gu-lft for fowr of donsitic
g of the

world. o Ldbntunhdng dove e s dn cha ndion subeontinent and the

. 1 - -y trierl ey s ! ) 4 4 sty Py p -
monetary and poliitical disorders wag gecanluated tniooms part

(3 ¥ - (] + T 1. - ' Pl S 1] (I
srisatilon han Vst }.- ditto dneve i hodd g dn ChelliapsEagty . Vith



18. Another good topic for regsearch: domestic private savings in Iglamic

countrios; tha measuxes te by-pass wellgious bias, short: of a religious
revolution of the Protestant type; or betten still, bhow Lo utilive
religlous foctors to Lucreagse domestidc fpstitubional savingi.

19. I am of the opinion that the foderxal insurance
gscheme guarcantceing savess vwp to 0 cerbain

L=
(93]
-
f&}
~%
or]
=T,
(g}
= |
=
o
(g2
Joeni-
{3
wu
-
—
L

20, Such "social obligations" aze an institutlon, quite decply rooted in

T Nt . S e g - Ve T i 1 e §= oy Y
many Asion countriles. Sce Lambent and Hoselits, op. cibte

21, As a hankewn, I have been often go informed by clienks. Occasionally
complaints wese reeceived from soved theiw deposit
snforination was glven out by baonk ol less telephene
converaations, This entrcached habi et one's moncy

systemiitin banking,
vheveby thie dn-
ynidpe on @ pexsonal basis, vith

Y i S Frimeincor

siviupg of Asians thiere)e
tha probllem remeing.

00 Por dnatongs, shotioning wrdiozied profossional anmed gus vy ak the
cvibtance ood/or putliing srned policcmm ingide wnd outsida thoe bank.
PV as hei calinatc Taned R
{ P niara i ainr el (5
1 i '.\'..b % Vel bt “L AL 1!,
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d the mass of the population, as reported in Pick's Currency
' vy P537). Gold is more than oxnamental: it

) rety which vomen can keep out of the control
ainds,  Histony has tauvght women, and peasankt wemen in

liat against an emergency, there is no nore reliable

i thils precious yellow metal, The babit will die bhard,

it ever dios

d dinto any language, is workable, bLut
al. systen ox accept it only as supple-

cicultural Development in Taiwan,!

(Dufords Oxford

+in connection with

Communist:

V.8 8.0 of

fepihiin,
G ALTIC0

Lviny danmediali
ey s L) baan
e nofie 2 above).
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AEPERDINX A

Reloted Toplcs foy Funther Study

The extent of devclopment of the congvmen cwedit system in the
Philippines © and the role it plays in econcmic development.

Holders off povernment sccurities: dinotitutions versus individuals
(houncholds).

Measuves vo encourape Muslims to save thvough savings dnstifutions.

ldaasuiey Lo nx

cndd private lotterics with a view to

savings,

inereacine don

Caso st

of fouidpn savings din celation to domestic savings mnd
national ceononic dovelopment (by countyy),

Loe amountl and: extant of ULS(GLH, aid, dn conneztion with the Chinese

(Bpes e boe e Sea e i
Comnunlstis dndusepial nt, 1850.60.

Lechidcalimsnswios

(ll.:.f Lol tonil
Non-resddent inatitution:

iftall worenenty

referonaa Bo Lond

Siudy o capit tlight dn a particulas country in Sovtheast Asia.

Nalionalipatien pelinica and copital formation (Githopecial referencc
to domestic chnvin

Technical measuves to devaelop dosestic gavines

wiih foreipn afd,
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