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ADDRESS
AT THE ANNUAL DINNER OF THE THAI BANKERS ASSOCIATION

3rd February 1960
—e @B G——me

All of us gathered here tonight have had the opportunity of listening to
H.E. the Minister of Finance expressing some of his thoughts. None of us
here probably would wish me to comment on or supplement to the Minister’s
speech, because a Central Bank Governor should behave towards his Finance
Minister as a dutiful wife should towards her husband. She can praise him
both in public and in private; but any wifely criticism should be frankly offered
in private. Even nagging or a little scratching is tolerable, provided it is done
with love and affection and provided no tell-tale trace or wound remains too
obvious.

However, tonight I do not intend to dwell upon the philosophy of marital
relationship, I only wish to express here and now, in this distinguished gathering
in my capacity of Bank Governor as well as Budget Director, my deep apprecia-
tion towards H.E. the Prime Minister for having nominated as his Finance
Minister, H.E. Sunthorn Hongsladarom. It is a happy choice for me, because
from my working experience with His Excellency, I have always enjoyed
his full cooperation and sympathy. At night, I still enjoy deep sleep free
from nightmares. I like to refer specially to the fiscal and tax policy of the
present Government which, in my opinion, is a brave, wise and sound policy.
It will serve as a firm basis for monetary and banking expansion and as a solid
foundation for our economic prosperity and development free from inflation. Tax
measures of course are always unpopular with some, as long as human instinct
forbids us to enjoy losing money. I have a few misgivings over some of the
details, but let me reserve these for our private discussions. What is more
important is the principles and policy of taxation. In these the Minister and I
are in complete agreement.

Mr. Chairman, Sir, you have given us a very interesting account of your
activities in your speech — how much our banks have contributed towards our
trade and economic development. Some section of our economy still find
that funds are rather short; but I am sure bankers will step in to give facilities
where facilities are deserved. Taken in conjunction with our budgetary

—5 &



measures, and within the general world economic improvement, the problems
will not be difficult to solve. Nevertheless commercial banks will have to play
a very important role in this matter. Permit me only to add a few general
remarks:

Bad money, we know, drives good money out of circulation.
Bad currency notes, wherever they are printed, drive good currency notes
out of circulation.

Bad credit drives banks out of business.
Bad monopoly drives efficiency and honesty out of industry and trade.

Bad economic and monetary policy would drive anything decent out of,
well, out of everything.

I apologise for having spoken so long; I would beg for a little more
patience and allow me just to enunciate two more supplements to Gresham’s
Law. First, good dinner parties arranged by good bankers drive nothing away,
but instead attract good guests as well as bad guests, guests with evening dresses
and guests without evening dresses. Lastly, a bad and lengthy speech speedily
drives the speaker out of the Erawan. And this is where I beg to stop.
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“Informative accounting is the light by which the path of public administration
is illuminated. The only hope that we can have for an interest in the administration
of public affairs by the body politic is to keep that light burning brightly. The
keeper of the light must never sleep, for, notwithstanding the fact that the public
seems at times totally indifferent to the administration of its affairs, it nevertheless is
true that an informed person will ask questions. He will want to know the reason
why. Accounting tells the reason why.”
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ADDRESS
AT THE ANNUAL DINNER OF THE THAI BANKERS ASSOCIATION

8th February 1961
—G=H e Gr—rere

Mr. Chairman. Ladies & Gentlemen

Once again I have been entrusted with the pleasant task of speaking on
behalf of the guests in order to express our appreciation for the hospitality
of the Thai Bankers Association. Qur hosts have provided us with this oppor-
tunity of meeting and talking to bankers and other guests, of enjoying delicious
food and drink of highest quality, an opportunity not normally available to those
outside the honourable company of bankers.

I myself will take this opportunity to blow my own trumpet. Few mortals
can claim that they do lend to bankers, instead of borrowing from them. When
I received the royal appointment to the governorship of the Central Bank, I was
in fact put in a position to lend to bankers. In 1960, fiscal and budgetary wisdom
made it possible for the Bank of Thailand to put more than 2,000 million baht
additional money at the disposal of the banking system for the benefit of
production, trade and general economic welfare of the people. The Bank has
supplied these funds in three ways: (a) straight loans to commercial banks upon
deposit of Government bonds as collateral, (b) rediscount of export bills and
(c) purchase of foreign exchange through the Exchange Equalization Fund.
This sum of 2,000 million baht is a record for Thailand. = The rate of interest
for loans is only 8% per annum, and the rediscount interest is merely 5%. It
is understood that this operation of the Bank has played an important part in
the generally recognized progress of our economy.

The Bank expects to continue channelling more funds to the banking
system : indeed, to increase their flow in subsequent years. In order to do this,
the important thing to watch is the fiscal and budgetary policies, as well as the
general soundness and equity in economic administration.
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When 1 speak of the cordial relationship between the Central Bank and
commercial banks, I need not confine my boast to these financial operations. There
are indeed other activities of which we could justly be proud—simplification of
exchange control procedure, improvement in the transfer of money between the
provinces, the new Commercial Bank Bill, the continuing and frequent consul-
tations between officers of commercial banks and the Central Bank, etc. However,
I shall ask you to bear with me only on this statement. Whatever is good and
fair and profitable to commercial banks, the Bank of Thailand will endeavour
to bring about and constantly to improve upon.

Our country is at present on the threshold of economic development.
Each step is fraught with uncertainties: it could lead to spectacular success or it
could take us to utter failure. ~As a young maiden about to join her nuptial
partner would pause and feel full of apprehension, so we should pause at this
early stage and make our wish for the best, for the real firm basis of our
unchecked progress towards happiness and prosperity.

I fully realise that tonight I have the honour of addressing a most disting-
uished audience consisting of high officials, financial specialists, diplomats,
bankers, industrialists and business leaders, all of whom being endowed with
talent and ability, with great influence over important affairs of state. I therefore
would beg all of us to pause a little and ask ourselves what kind of economy we
wish to see in this country of ours.

Do we wish everyone of our citizens to pull his weight earnestly and
honestly, or shall we tolerate seeing our country wither away as a jungle of trees
sucked dry by parasites?

Do we wish for the common good of our citizens, to enable them to enjoy
the good things of life at low cost in return for good quality, or do we wish to
see monopolistic producers and traders prosper by offering low quality in
exchange for high price?

Do we wish to promote trade, let us say export trade, by competing through
low cost, by forming traders associations which should control quality and
adherence to terms of contracts on the part of their members, or are we going
to promote privileges, prohibitions, protections, and groupings of the kind that
inevitably result in high prices for consumers, and low incomes for producers?
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Are we going to try to balance our trade on a multilateral basis, or are we
taking a narrower view of trying to balance trade with each country ? ( As bankers,
we should know better that we hardly can afford to keep our clearing transactions
exactly in balance with each bank.)

Do we wish to see our banking system advance in an orderly manner,
subject to mutual understanding through a Bankers Association, and subject to
lawful and wise supervision by the Government, or do we wish to see banking
anarchy whereby each banker can delay, debar, defy and even direct actions of
the Central Bank and the Ministry of Finance?

May I finally suggest, ladies and gentlemen, that these pertinent questions
need to be constantly put by a man who, by Royal Proclamation, is thrust into
the governorship of the Bank of Thailand, lest he fail to perform his duty
manfully and conscientiously? I therefore need no apology for these questions,
and hope that they have by no means diminished your enjoyment of the excellent
feast provided by our hosts.

Ladies and Gentlemen, I beg you to join me in raising your glass for the
prosperity of the Thai Bankers Association and its members.
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ADDRESS
AT THE ANNUAL DINNER OF THE THAI BANKERS ASSOCIATION

14th February 1962
— @<t

Mr. Chairman. Ladies and Gentlemen,

This is the third occasion that the Chairman and Committee of the Thai
Bankers Association have expressed tolerance and sympathy by according me
the honour of speaking on behalf of the guests at this annual gathering.

Tonight my subject concerns Heavenly Bodies :—

At the beginning of this month, the Sun, the Moon, Mars, Mercury,
Jupiter, Venus, Saturn and several other stars, big and small, happened to come
together in the same Zodiac. Learned astrologers, rishis, brahmins, high priests
and low priests having correctly predicted this rare event, hastened to cleanse
and purify themselves, and set themselves to prayers in various manners, all
with a purpose of trying to protect the earth and its inhabitants from disaster.
Some threw their rucksacks on their backs, carried their gourds and took to
the Himalayas; others sternly warned a certain prime minister against mortal
peril ; still others were so serious and alarming in their warning that a certain
monarch thought it necessary to throw them into jail, thus making their
prediction come true for themselves. And the result? As far as I can see, a
Great Power had to postpone sending a man into space, it cannot be ascertained
whether another Great Power had postponed anything or not, but it surely kept
silent; and yet another Great Power, the Grand Gosha (Grand Vizier for Baht
and Stang) thought it a good idea to set free the Bankers to celebrate the
Chinese New Year. This liberating action was so much appreciated by the
Bankers that they clamoured for more frequent meetings of the planets.

Our telescope now turns to another constellation the members of which
we shall call the “ Price-Stars”. These Stars suspend themselves at various
celestial planes, some high and some low, all apparently in disorderly fashion.
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There is one striking thing to note about these Price-Stars, no matter where
they are, however high or low, there are bound to be some humans who
complain to the gods about them. They are always alleged to be too high
or too low, never right. Some of these Price-Stars may have been driven up
by the Tax-Stars, launched by the Grand Gosha himself. Then he is indeed
“Dblessed ” by the populace. Actually the Tax-Stars are no other, but satellites
in the Government Group. Some Price-Stars appear to float higher in the sky of
Thailand than anywhere else; and yet, when they appear to climb down a bit,
powerful rishis set themselves to pray and try to drive them up, still practically
nobody complains. Some of the Price-Stars are inter-connected in a complicated
fashion, their mystery is beyond the comprehension of ordinary mortals.
Cloth-Price-Stars, for instance, cannot go high without appropriate whimpering
from the humans. No sooner did the Grand Econ-Aff. (Grand Vizier for
Commercial Intercourse) tries to pull it down than the weaving brotherhood
of Taksila starts its litany. Let the Yarn-Price-Stars come down a bit to please
the weavers, then the spinners’ carols come up loud and clear. Should any
attempt be made to bring down the Cotton-Price-Stars, the growers’ chorus will
certainly oblige with the last funeral rites. In sum, the Grand Gosha and the
Grand Econ-Aff. do see plenty of blue stars!

Another group of Stars are those of Food-Prices. A strange phenomenon
seems to have come about. At present, some Food-Price-Stars have risen
unusually high, especially the Pork.Price-Stars and the Beef-Price-Stars. 1 do
not know whether you have noticed this. If wise men really look through
their telescopes, they will see that several Stars are persistently trying to drive
these Food-Price-Stars up.  These driving Stars, the astronomers are quite
positive, belong neither to the constellation of the Swineherd nor of the Butchers,
but one has a feeling that they are from the Middleman-Constellation.

Mr. Chairman, when I talk of Heavenly Bodies this evening, please
do not think that I have really gone off the beat. The Stars which control the
fate of Thailand, especially those of Bankers—our fairy godmothers, so to speak
—are the Development-Star and the Stability-Star. If you let the Price-Stars
cruise as they are doing now, and let other stars interfere as they please, they
are bound to crash right into the Stability.Star—and what hope is there for the
Development-Star ?



Therefore, let all high priests, brahmins and our good people hold firm to
the two sayings of His Excellency the Prime Minister in 1959 :—

“I enjoin you all to co-operate with me in mustering all your ability
and strength to help develop the country and bring about the general welfare
of the people.” (27 April)

¢
“I must insist that this Revolutionary Era be an Era of Clean Hands”.

(12 October)

Honoured guests, will you join me in raising your glass to drink to the
prosperity of the Thai Bankers Association.
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ECONOMICS AS A BRANCH OF SCIENCE
ADDRESS

AT
THE SOCIAL SCIENCE ASSOCIATION OF THAILAND

3rd October 1962

e G

As a contribution to the discussion of this learned Association today, I
hope it will not be out of place to attempt to present the various definitions
given to Economics, and to deal briefly with some of the difficulties confronting
economic scientists and economic science practitioners in our country.

If one asks an economics student of Thammasart University what he
learns there, he probably will reply: 2 parts liberal arts, ( which includes natural
sciences ), one part Jaw and one part miscellaneous subjects such as money and
banking. At Chulalongkorn, Economics is taught under the wings of the
Faculty of Commerce and Accountancy, and I hear, the younger and more
progressive teachers can be found in the Faculty of Political Science. At
Kasetsart, Economics seems to be a shy su‘bject hiding behind the apron of
Agriculture Cooperatives. In sum, Economics has yet to emerge as a subject
for clear cut study and definition in Thailand.

Let us turn to Aristotle and see what he had to say about “(Economica™.
As we all know, in Aristotle’s time, the function of economic science was gen-
erally understood as “‘to found a household and also to make use of it”. Although
in Book II of his work, Aristotle referred to Royal Economy, Satrapic Economy,
Political Economy, and Personal Economy, the more interesting part of his
Book I is devoted to the concept of a wife. If I may digress a little, please
allow me to quote certain passages from Aristotle’s (Economica:

“First and foremost a house, then a wife......”” (Book I-2)

“As regards the human part of the household, the first care is concerning a

wife; for a common life is above all things natural to the female and to the

male” (Book I-3)
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“There are certain laws to be observed towards a wife, including the
avoidance of doing her any wrong ; for thus a man is less likely himself to
be wronged. Now wrong inflicted by a husband is the formation of connexions
outside his own house. As regards sexual intercourse, a man ought not to
accustom himself not to need it at all nor to be unable to rest when it is
lacking, but so as to be content with or without it. The saying of Hesiod
is a good one:

* A man should marry a maiden, that habits discreet he may teach

her’” (Book 1-4)
Let us leave the Greek and consult the Scot: Adam Smith.

*“ Political economy, considered as a branch of the science of a statesman or
legislator, proposes two distinct objects: first, to provide a plentiful revenue
or subsistence for the people, or more properly to enable them to provide such
a revenue, or subsistence for themselves; and secondly to supply the state or
commonwealth with a revenue sufficient for the public services. It proposes
to enrich both the people and the Sovereign’ (Book IV —intro— Wealth of
Nations)

It is interesting to note that Adam Smith did not say that
economics should propose to enrich such people as courtiers, politicians,
ministers or generals or civil servants. On the contrary, Smith went so far
as to refer to that “insidious and crafty animal, vulgarly called a statesman
or politician, whose councils are directed by the momentary fluctuations of affairs”.

(Book IV~Ch. II)

What did Karl Marx say about economics? Mr. Chairman,
perhaps you will kindly ask me again after the martial law has been lifted.

According to Alfred Marshall, “ Economics is a study of mankind in the
ordinary business of life ; it examines that part of individual and social action which
is most closely connected with the attainment and with the use of the material
requisites of well being. Thus it is on the one side a study of wealth; and on the
other, and more important side, a part of the study of man” ( Principles I.1. 1)

“The advantage which Economics has over other branches of social science
appears to arise from the facts that its special field of work gives rather larger
opportunities for exact methods than any other branch. It concerns itself chiefly
with those desires, aspirations, and other affections of human nature, the outward



manifestations of which appear as incentives to action in such a form that the force
or quantity of the incentives can be estimated and measured with some approach to

accuracy, and which therefore are in some degree amenable to treatment by scientific

machinery”. (1. II. 1)

Marshall then went on to state that the claims of Economics to be a
science, are its power of appeal to definite external tests, and its internal homo-
genity (L. II. 7)

Let me return to Marshall at a later stage in this talk. For the moment,
please suffer me to interpose here and say that what Marshall called “incentives”
in the passage quoted above referred to monetary incentives. Little did he think
that in the mid twentieth century, some European businessmen or firms should
be moved by philanthropic considerations in their activities in such countries as
Thailand. I refer specifically to a French firm through an Italian—Thai concern
offering to make a survey for a second civil airport of Bangkok, and to a German
firm offering to make a survey for boring a tunnel under Menam Chaophya; both
cases free of charge, and without commitment whatscever on the part of His
Majesty’s Government.

A more recent definition given to Economics, which I believe is still very
widely accepted, is the one by Professor Lionel Robbins. Economics, according
to this definition, is a subject which attempts to allocate scarce resources in order
to satisfy unlimited human wants. If this definition is correct, then the duty
of an economist or an economic science practitioner is not confined only to
money, banking, taxes, budget, trade, business, agriculture, industry.  Since
human wants are unlimited, the economist will have to embrace and study
practically everything from medicine to education, from roads to cities and
villages, from housing to town planning and what not. No wonder you find
so many busy bedies in the guise of economists in the Prime Minister’s Office,
Budget Bureau, Planning Board, most if not all of the ministries, banks, public
enterprises, private enterprises etc., even in the Social Science Association. No
wonder, too, that so many sins and crimes are being committed nowadays in
the name of Economics, economy, and economic development.

The duty of an economist, as of almost every other scientist, is ““to collect
facts, to arrange an:l interpret them, and to draw inferences from them” ( Marshall
I.II.1). 'This is a tremendous job, especially for a social scientist. A natural
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scientist deals with natural objects and natural phenomena. In the pursuit of
truth, a geologist, for instance, takes up a piece of stone; and stones are not in
the habit of telling lies. An economist, e.g., from the Budget Bureau, may
examine and interview another official, say a Director—General; he can’t handle
the latter as a piece of stone; he owes him some respect, but in his heart of
hearts, he cannot be sure whether truth and all the truth and nothing but the
truth is being told. One can be misled by many kinds of untruth, some by
omission, others by false comparisons, still others by outright lies. Let me
illustrate: if someone wants to lead you to believe that a project of road A is
good and cheap, he may say that this project is cheaper than Road B, omitting
to show that the work involved in Road B included jungle clearing, purchase of
land, pioneering of all sorts, whereas Road A is already existing and is serving
traffic of all kinds and that work involved in project A is not construction but
rehabilitation and improvement. Worse still he may omit to tell you that he
himself has previously and innocently made a much lower estimate for Project A.

Truth may be distorted by the wrong method of investigation. Recently
a banker came to us and complained about some of his staff. We suggested
that he should investigate thorough records of his staff before employing them
because some of his employees are known to have been dismissed from other
banks. Our friend was really outraged. I really have made thorough investi-
gation,” he said, “[I always asked advice from the intelligence corps of the First
Army.”

Natural scientists also have advantages over us inasmuch as nature may
be perverse sometimes, but always logical. Man frequently rises above nature
and dictates his logic system. Do you need an example? Problem: Traffic jam
in the city of Bangkok. Solution: Bore a tunnel under Chaophya.

Mr. Chairman, the usefulness of an economist lies in the very defect of
our materials and system: man, society, organization. There is no fool-proof
system. In the words of the Governor of the Central Bank of the Netherlands,
recently pronounced, ““I shall not live to see the day when a fool-proof system is
in force.  For one thing, we shall all be technologically unemployed.” But we,
economists, in the pursuit of truth and in the practice of our science, not only
must be learned, efficient, we must also be honest, appear to be honest, and
honest enough to urge other people to be honest.
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ADDRESS

AT THE ANNUAL DINNER OF THE THAI BANKERS ASSOCIATION
6th February 1963

e P

Mr. President, Ladies & Gentlemen.

To-night, I would like to say a few words about the economic situation
in general and then proceed to air my views on certain aspects of banking.

Throughout the past year, the economy of Thailand can be said to have
made fair progress accompanied by a slight improvement in the exchange rate
for the Baht. Thailand was able to increase her imports, particularly of capital
goods such as machinery, labour-saving equipment and transport equipment.
The total value of exports was lower than in 1961. Our tin exports had
increased to such a degree as to leave little to worry about. However, even
with better prices prevailing, the export income from rice had fallen somewhat
on account of the smaller volume. The export of maize, tapioca and teak had
also declined both in volume and value even though their prices had improved
slightly. On the other hand, kenaf exports were twice as much as in the
previous year, but considerable decline in their price had reduced exchange
earnings from this source.

At this point two questions present themselves:

Question No. 1:  What actually is the policy for rice exports ?

On the one hand, active encouragement has been given to increase exports
even to the extent of giving rebates on rice premium to some importers
of Thai rice. On the other hand, fears of shortage of domestic rice
supplies led the government to apply the brake pedal to prevent excessive
exports. This process of simultaneous accelerating and braking spells
wastage of fuel and ruin of the engine.

Question No. 2: What are the causes of the weakness of our maize, tapioca,
kenaf and teak exports in the world markets? Can it be
attributed to natural phenomena ? or external causes? or simply

on human foible?
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Even though the value of exports was exceeded by the value of imports,
the nation’s reserves in the form of gold and foreign currencies rose to
nearly U.S. $ 500 million. This was mainly due to the fact that a
substantial part of the goods imported, particularly capital goods, was
brought in on a non-payment or deferred payment basis.

Question No. 3 is then: “What should we do with these reserves?

Many wise men have tried to answer this question. Some have said that
these reserves should be used by the Government for economic develop-
ment. Others opine that since the Government is in a position to issue
more currency notes, it should do so in order to speed ourselves up
towards Utopia.

Now since this problem happens to fall within the scope of my duties
and responsibility, may I take this opportunity to offer you my answers ?

(a) Issuing more notes is easy, developing an economy is no child play.
Money is merely one of the factors in economic development. If the
note issue is expanded far ahead of the productive capacity the
development plan itself will suffer because of inflation.

(b) The present policy is to utilize our international reserves for
development, budgetary and trade purposes. They are not being
hoarded as a sacred treasure. The Government budget could not
have expanded to its present level without assurance from the Bank
of Thailand that, within reason, funds would be forthcoming. Again
one of the factors, if not the most important, which enable com-
mercial banks to increase their credit lines abroad is our strong
reserve position. Similarly, our policy of promoting foreign invest-
ments has built-in support from the reserves.

(c) “This Government does not want you to tighten your belts but

urges you to eCOnomise............ Please remember that it is only by
thrift that you can build your future. No one can build his future

»

unless he knows how to economise............

What are our trade prospects in the near future?

This question has already been answered by the President of the Thai Bankers
Association. I share his confidence that the situation is not alarming. What I
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would add is that to solve our economic problems we must increase production—
indeed we must produce more at lower cost. Cost of development, cost of
living, cost of exports must all be kept low. Whoever unscrupulously causes
a rise in costs is no different from a person who destroys our forests, the nation’s
resources. Saboteur is his name, according to well-known slogans. If the
cost of one step in our economic development is by normal standard 1 million
baht, and if we are charged 2 million baht, then it is subversion. Instead of
two steps, only one can be taken.

Question No. 4: How to reduce costs?

The answer, you surely must have heard from better authorities than
myself :

(a) Cut out unnecessary middlemen and expenses;
(b) Detergents on dirty hands.

Let us now turn to banking. Much has already been covered in the
address of the President of the Thai Bankers Association and in the message of
the Minister of Finance, I shall not dwell too long on it. I offer two points

as summary .

(a) The Commercial Banking Act has had so far a smooth sailing,
thanks to the co-operation of the commercial banks, especially the
representatives of the Thai Bankers’ Association. The monthly
consultative meetings have been greatly beneficial to all parties
concerned. The Foreign Bankers Group has also periodically invited
officials of the Bank of Thailand to participate in their discussions.
Points of doubt have been reviewed and clarified before they are put
into practice.

(b) With the encouragement of their head offices and the Bank of
Thailand, bank branches in several provinces have taken the initiative
of making agreements to conform with the law and fair banking
practice. This action deserves high praise and I take this opportunity
of thanking those responsible for bringing about such agreements
in the following eleven provinces, namely, Trang, Songkla, Ampur
Muang Surat, Puket, Yala, Ubol, Ampur Muang Chumporn, Surind,
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Sukhothai, Narativas and Pattani. It is my fervent wish that this
good example will soon be followed in other provinces throughout

the land.

I hope you will bear with three more observations :

(1) Commercial banks in Thailand now enjoy a high credit standing.
The total volume of deposits at present has almost reached 8,000 million baht.
Each one should vie with the others on point of soundness, honour and fairness,
and furthermore, each should strive to bring about a stable money market.
In a money market, we must expect good papers and creditworthy customers.
The report of the Clearing House confirmed what the President has just said.
That is, the number of “bouncing” cheques has indeed decreased. It has not
yet however, reached the level that we could call satisfactory. In the “league”
table arranged in descending order of cheque-bouncing frequency, some
banks ought to be congratulated because they have managed to escape from
the top ranks. Others, however, so far hold fast to leading positions. To these
“Champions” 1 pray that they take measures speedily to submerge, for the
sake of confidence in their banks.

(2) The intention that commercial banks should give more credit facilities
to industrial and agricultural production, has my support. However, there is
one thing to remember — one should not indulge in lending long while borrowing
short. It is dangerous.

(3) The rediscounting facilities provided by the Bank of Thailand during
the past three or four years for exports has produced satisfactory results in
promoting exports and keeping cost and interest sufficiently low. The President
has expressed the wish that the Bank ought to do more. In actual fact, this
matter has been our preoccupation for some time. I expect that within the
next few weeks we shall be able to produce the details of a new facility covering
bills on industrial raw materials, both imported and local. This measure, I
hope, will help to lower the cost of production and exports. I hope you will
agree with mie that the main criteria should be: (a) that there is a real
transaction of raw materials. (b) that the industry eligible for financing should be
viable. You will no doubt recognise all this as a good banking principle.

“Loans must be given a good chance of being repaid.”
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A TALK INTRODUCING A PAPER ON
“ECONOMIC POLICY AND CUSTOMS ADMINISTRATION”,

PRESENTED BY THE BANK OF THAILAND
AT
THE TRAINING CENTRE-CUM-SEMINAR IN CUSTOMS ADMINISTRATION, ECAFE

25 June 1963, Bangkok, T hailand.

It gives me great pleasure today to be able to deliver before so many
distinguished customs officers a little talk, followed I hope, by a little discussion.
N ofmally when I stand before customs officers I shake with fear lest my answers
regarding personal effects and prohibited or dutiable articles should turn out to
be selfaccusing. Today, with great respect, I shall refuse to answer any ques-
tions that you might put to me regarding my personal effects, and shall take
advantage of a lecturer’s licence to insist instead on talking about economic
policy.

Why should you, as customs administrators, want to hear anything about
national economic policy ? The answer is that customs administration, indeed,
has much to do with economic or financial policy. It helps carry out those
measures that the Government takes in order to implement its economic policy.
Do governments necessarily have an economic policy ? The answer is, yes. If
they have not got one, they are not worthy of the name. The trouble is some-
times, even quite often, they have so many policies that they conflict with one
another. Nevertheless customs administrators would want also to know what
these policies are, and to be able to recognise when they conflict.

When a government raises customs tariff all round, presumably that
government wants more revenue, or perhaps it wants to make general imports
dearer or both. When import duties on only a few items are raised, it is more
difhcult to guess what the government wants: are they for more revenue, for
promotion of industry, for protection, or for avoidance of competition—especially
in favour of some one influential in the Government ? When some raw materials
are subject to lower import duties, perhaps the Government wants to help an
industry to reduce its cost. When the import of some articles is subject to
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prohibition or restriction of any kind, you can perhaps be sure that it is for the
protection of a manufacturer, unless it were, in the case of opium, for the sake
of morality—or for the benefit of influential smugglers. If customs officials are
told to search more severely for currency, for gold, for certificate of payments
for export, for import licence certificate, etc., then, perhaps, you know that your
government is in financial difficulty and has to impose stricter exchange control.

All this goes to show that a customs officer has the right and indeed the
duty to know what measures the government wants to take and what economic
policy it has in mind; that is why I think I ought to take this opportunity
of talking to you about economic policy.

Let me start again from the beginning.

Fundamentally, I think a modern sensible government ought to have for
the formulation of its economic policy the following objectives :

(a) Development, that is, increase in the income and wealth of the nation,

(b) Stability, that is, a steady growth rather than fluctuations in the
development of the national economy—no excessive booms and
slumps,

(¢) Social equity, that is, a fairly even distribution of wealth and income
among the people—no multimillionaire, if possible, and no starving
little men and women.

We in this room may, I think, disagree with one another regarding the
details and priority of the three objectives that I enumerated above, depending
whether you are a laissez-faire partisan or a collectivist; or if you are an
economist, whether you are a Keynesian or classical economist, or if you
are more politically conscious, depending on which K your sympathy lies in,
Khrushshev or Kennedy. But I hope that we are all agreed that these three
objectives of economic policy, no matter where the emphasis each one of us
may put, are in the mind of every government.

The objective of development can be achieved through many ways. The
obvious one is, for governments like those of our respective countries in Asia, to
raise enough revenue to enable them to spend on national investments, such as
dams, roads, electric power, schools, national health, etc. Part I of the paper
circulated for this lecture deals with various aspects of this revenue problem and
is entitled, “ Tariff for Revenue .
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Let me add here how important a role an efficient customs administration
plays on this subject. If, where and when smuggling prevails, or if the monies
that should be paid into the Government coffers as customs duties, went into
private pockets instead (including, and I hope you will not mind my saying so,
the pockets of some customs officers), then you have leakages; and, as a conse-
quence, the growth in the national wealth and income will be retarded; the
common good is ignored in favour of the selfish interest. Most of the govern-
ments in Asia depend on customs revenue to a large extent: hence, the importance
of Part I of the lecture, And I am glad that this seminar aims at enhancing the
efficiency of our various customs administration.

Many governments think that in order to grow well, the nation must be
industrialized and industrial investment needs to be promoted; local manufacture,
and agriculture in some cases, need to be protected. Hence, you will have noticed
that in many instances, the import duties for raw materials are reduced, whilst
those for finished products raised, and some machineries are even exempted from
import duties. This subject is dealt with in Parts II and III of this lecture
entitled “Tariff for Promotion” and “ Tariff for Protection ”’, both in the text
circulated. And since I think a more detailed presentation should be made in a
particular case, and since I know no other case better than Thailand’s, I also
submit Thailand’s case for particular study in Part IV.

Those of us who have studied, and/or lived through, the prewar years,
know what prewar booms and slumps were like. Even after the Second World
War, business cycle, or fluctuations of national incomes, have not been entirely
eliminated. Those of us who come from countries which depend on the fate of
only a few export commodities know too well the precariousness of our economys;
a fall in rubber prices, for instance, affects the pocket of several million workers,
and capitalists too. In Thailand, we keep an eye on the output and price of rice
because everything depends on them. When a country’s economy is in difficulty,
its trade balance usually goes wrong, and it usually has to pay out more dollars
or sterling to other countries than it can usually receive. Reserves dwindle.
Hence, reasons for trade restrictions and exchange control. This matter is set
out in brief in Part V entitled ““Exchange Control” also in the text circulated.
The objective of these measurers comes under the heading *Stability ” in the
national economic policy.
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The third general objective, “Social Equity”, does not much concern
customs administration. The most effective weapon in achieving more equality
of income is in the administration of income tax. However, customs has some
part to play. All of us know that it is just and fair that motor cars be subject
to higher rates of import duties than, say, bicycles. And the chap who can
afford to buy a big car ought to pay proportionately more than the chap who
buys a smaller car. Moreover, a country which depends too much on customs
as revenue is really, in the last analysis, working against social equity; because
taxes on commodities, especially on essential consumer goods, like matches,
kerosene, are really regressive—i.e. they are more expensive for the poor than for
the rich. If our wives have to pay the same price for their lipstick as Elizabeth
Taylor, then we are entitled to cry out that it’s unfair.

My last point in this brief introduction is not of the least importance. In
fact it is of utmost importance for economic policy. It concerns statistics.
Those people who have the responsibility of formulating economic policy depend
considerably on statistics of foreign trade. If statistics are wrong, or take an
unduly long time to be made available, then policy-making is without adequate
guidance. Again smuggling, if it prevails, can do much harm to statistics and,
hence, policy formulation. For these reasons, I must disagree with the traditional
treatment of the Statistical Division in a Customs Department as an ancillary
part in customs administration. For those statisticians who toil for accurate
and promptly available figures, special medals ought to be struck and I, for one,
owe them great debts of gratitude.
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FINANCE AND COMMERCE
AN ADDRESS
AT
THE GENERAL MEETING OF THE AMERICAN CHAMBER OF COMMERCE
IN THAILAND

15th October 1963

——— -

It gives me great pleasure to have the opportunity of addressing this
Meeting of the American Chamber of Commerce. I must, at the very beginning,
admit that I can in no way claim expertise in commerce. I am, among other
things, a mere financial man. Finance, we have heard it said, is a handmaiden
of commerce. Perhaps this is the reason why I am called upon today, first to
enjoy this excellent meal and hospitality, which I have enjoyed very much and
for which I am grateful, and now to give a little talk, which I hope will not
prove too boring to this assembly.

I propose to raise a féw questions relating to finance and commerce.
Maybe the value of the local currency, the Baht, can be an interesting subject.
Relating to that, is the prospect of the balance of trade and payments of Thailand.
And since nowadays one can never be fashionable without speaking about
“Development ”’, I propose to end my talk with a few words on “Development. ”

First of all, let me reveal an official secret which, because it is an official
secret, few members of this Chamber can fail to have heard about or read about
in the newspapers. It is the subject of the Par Value of the Baht. In a few
days’ time, there will be an official announcement that His Majesty’s Government
has decided that the par value of the Baht will correspond to such and such a
fraction of an ounce of gold. Translated into Mr. Moore’s language: one U.S.
dollar will be the equivalent of so many Baht so many Stang. The related
questions will be why, how, and so what?

Why Par-Value? According to one of the principal Articles of the Agree-
ment of the International Monetary Fund, each member of the IMF will duly
fix the par value of its currency in terms of gold, and hence in terms of the U.S.
dollar. The purpose is to maintain the stability of exchange rates between various
currencies; and if any change is desirable in any particular case, the change can be
brought about in an orderly manner, thus avoiding the chaotic conditions of
competitive depreciations of currency as during the 1930’s. Thailand has been
a member of the IMF for more than fourteen years now, and we have succeeded
so far in avoiding the issue of fixing our par value. (Having been in Thailand,
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you will understand how capable we all are of avoiding important issues).
Many puzzled IMF officials and directors could not understand why we had refused
year after year to commit ourselves in this matter, particularly, they pointed out,
as we have been most successful in keeping our exchange rates stable, and as our
gold and foreign exchange reserves have been quite adequate. By way of an
answer, we usually told them a story—about a bachelor man who lives with
a woman and has several bonnie children by her. The woman’s father
plagues our hero with suggestions that he should take her to the registrar
and register their marriage. The young man always says: “Look, Sir, have
I not been a good mate to your daughter ? Have I not cherished her and
enjoyed life day and night with her in a manner expected of a husband ?
Have I not been ever faithful to her and avoided casting even a glance on
another woman? And best of all, has she not, with my cooperation, produced
such bonnie babies ?” Now that story goes a little further. At the end of the
14th year of natural co-existence, the woman has caught our man in a good
mood. She says to him “ Let us go to the registry office. ” Says he, “Why not?”

The next question is how do we propose to fix the rate for the par value?
My philosophy is to try to follow reality, so that reality will follow me.

Now the question ““ so what ? > When a par value is fixed for a currency,
it does not, of course, mean that all transactions have to be exactly at that rate.
A reasonable degree of flexibility is compatible with the principle of stability.
We shall be allowed to let the exchange rates in the free market move within
one per cent above and below the par value. Considering that in our past
records we have been able to keep the rate movements within much narrower
limits, I do not think this question should worry us. In other words even
without their marriage certificate, the hero and heroine had been able to produce
many healthy children; there is no reason why they should not now go on to
beat their own record.

The fixing of the par value for the Baht should also provide an additional
de-jure guarantee to traders and foreign investors of the determination of the
Thai Authorities to keep the value of our currency stable, for the benefit of trade
and investment.

I now turn to the prospects of our trade and international payments.
We all know that the Government is engaging in planning for considerable
capital investments in the next three years. How they are going to finance
this development plan is the headache of the Minister of Finance, and in the last
analysis, of the taxpayers. The particular burden of the Central Bank is to try
to maintain stability in the monetary field, under the heavy impact of budgetary
expenditure. I personally foresee a considerable bill to be paid for the imports
of capital goods into Thailand. I also expect that imports of consumer goods
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will be increased, partly because of the expected budgetary deficits and a general
rise in income as a result of the boost-up in spending. = We should try to step
up exports, and for that purpose, endeavour to reduce the costs of our export
goods. I personally would be against any measures restricting imports generally.
In other words, the remedy for this particular problem is not to restrict trade,
but to make efforts to expand it. In any event, we should be prepared for some
deficits in the Balance of Trade and also in the Balance of Payments. In this
we need not emulate our American friends. You Americans, sir, have been
losing mountains of gold every year, and your Himalaya is still almost intact.
We have luckily managed to keep some reserves for the rainy days: and we
should not be afraid of facing our particular brand of the monsoon, provided we
know that good gold is not wasted on bad deals.

Still in this trend of thought, let me, finally, turn to the subject of
“Development.” I need not elaborate on the theme that Thailand needs to
develop her economy, to raise her per capita income to a level much above the
present one of approximately 100 U.S. dollar equivalent. For this purpose, we
need assistance from international bodies, such as the World Bank, and from
friendly governments, such as the U.S., the British Commonwealth, Germany,
Japan etc. In other words, we need long term credits for our economic and social
development. Development and credit are two words very near to our heart.

If it is permitted to speak frankly in this assembly of prominent traders,
there are good traders and there are bad traders. Bad traders can always cater
to your taste. If they know what is nearest to your heart, they will attempt to
tell you that their ware is exactly your heart’s desire. No matter what the truth
is. When, as a young man of 18, I started my first job, I needed a suit of
clothes. I found that the tailor had made my trousers too tight. ‘Mai pen
rai, ” said the tailor, “the cloth will stretch after wear.” The jacket of the
same suit with the same cloth, I found too loose.  ““Mai pen rai,” said he, “it
will shrink after the first wash. ”

Some traders, with no other objective in mind than to sell their goods,
will make offers — and in some ( dubious ) ways attractive offers — in the name of
development and credit. On scrutiny, those offers turn out to be no credit,
and indeed they turn out to be anti-development. Often, those offers contain
very little credit because they are short-term credits, covering two or three years
after the delivery of goods and services and they also are too costly—and if
accepted, they will certainly retard development, instead of promoting it. There
ought to be an international convention controlling the use of suppliers’ credit.
Can this be done? Can this Chamber do anything to prevent these so-called
development-credit-suppliers from tempting and ensnaring ?
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ADDRESS
AT THE ANNUAL DINNER OF THE THAlI BANKERS ASSOCIATION

20th February 1964
— <

Mr. Chairman, Ladies and Gentlemen.

My talk tonight will be in verse in the hope that it may contribute
somewhat to the general enjoyment of the occasion, (and soften the self-righteous

tone of the substance ).

For the past four or five years, every February has been an important
month, because we are invited to the Erawan to enjoy the hospitality of the Thai
Bankers Association, to taste good food, and to enjoy music in good company.
For my part, having been invited to address the meeting, I always endeavour to
discharge this duty with pleasure. The association, of course, Will feel free to

break this monopoly and monotony any time it pleases.

Tonight I would like to spend a few minutes remembering Field Marshal
Sarit Thanarat. First, in his capacity of Chairman of several important banks,
and secondly, in his capacity of Prime Minister. As head of the Government,
His Excellency had nursed and led our present Commercial Banking Law success-
fully through its various stages. The merits of the present law are due in no
small measure to his sympathy and efforts. R.LP.

Field Marshal Thanom Kitikachorn our present Prime Minister, as you
all know, is famous for his honesty and integrity. His slogan, as presented to:
the people of Thailand at the very beginning of his premiership, need it be
recalled, is “ Do good, Do good, Do good.”’

I believe we bankers should do no less than respond to the urging of the
Prime Minister. Good will only come out of good. The question is how to
apply the precept of goodness to bankers.  This needs a little more elaboration
which I hope to be able to do in the course of this evening.
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A good banker, for his own protection and for the protection of the
banking system, should distinguish between good and bad customers. He should
welcome the former and shun the latter. A customer with frequent bouncing
cheques should be seen by his banker, and if he persists in his misbehaviour, his
account should be closed. A good cheque system will bring a better reputation
to our banking circle, and eventually will lead to more deposits for all concerned.
In this connection I have noticed much progress in the clearing of cheques this
past year. I must confess that I recently lost a bet to a bank, because this bank
had succeeded in solving this problem of bounced cheques.  The result is that
the Bank of Thailand has the pleasure of welcoming the officials of this bank to
a Chinese dinner.  The offer still stands this year. Who will claim the next
prize of a Chinese dinner?

To do good should not depend on other people doing good. Morality has no
conditions. For instance, in the Ten Commandments there is no escape clause.
“‘ Thou shalt not kill”’ is not qualified by, “ it other people do not.” When
Field Marshal Thanom said he was against corruption, he did not mean that you
can be corrupe, if others are. Certain banks, I hear, use the pretext of rumours
about other banks paying interest higher than the legal limits to indulge in a dog
fight for deposits. This excuse is invalid in law or morality. So far, the Bank
of Thailand has confined itself to mere warning. From now on we intend
strictly to enforce the Law and invoke statutory punishment.

To do good, one must ask the question to whom does the money in the
bank properly belong.  The correct answer, you will agree with me, is that it
dose not belong to the manager, however efficient he may be: it belongs to the
depositors in general and to the shareholders. It is the duty of bankers to protect
public interest and therefore soundness and stability ought to be the over-riding
principle of banking. Lending long while borrowing short is dangerous. The
credit-worthiness of customers should be ascertained. In short, squandering
-other people’s money is contrary to true banking.

A good banker has three main responsibilities, namely, to contribute to the
stability of the banking system, to help national development, and lastly to make
profit for his own bank. These three goals can be achieved through strict confor-
mity to law and regulations. Those who are incapable of following the straight
road should be urged to bow out.
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To do good means also to facilitate the Government’s development works
which are in the public interest.  The present Government is determined to
spend considerable sums of money to finance various investment projects such
as irrigation, agriculture, industry, highways, transportation, telecommunication,
electricity, public health, education, etc.  The Bank of Thailand plans to give
the Government every possible assistance compatible with the principle of
monetary stability. During the last three or four years the Ministry of Finance
has been successful in avoiding using the facilities of the Central Bank, and
thus we have been able to divert our resources to promote development in the
private sector, with the help of, and through, commercial banks. From now on
the problem will be more complicated. Resources will have to be mobilized to
serve both the public and private sectors, while always maintaining the stability
of our monetary system. I can assure this gathering that the Bank of Thailand
will endeavour to shoulder its responsibility with equanimity. ~We shall assist
the Government and at the same time we shall continue to provide for the
private sector through commercial banks. There are ways and means, provided
everybody will do good.

There are several problems which we can anticipate during the course of
the next few years, but we must all take heart. Goodness will always help solve
problems. As an example, at the moment the cost of our export goods should
be reduced as much as possible in order to develop our markets overseas; no
money should find its way into the wrong pocket. This will be in accordance with
the Prime Minister’s slogan “ Do good.”

There is, however, another question that I have not been able to answer.
According to the Field Marshal’s expressed wish, no minister or high official
should get involved in trading activities. = This is indeed a most praiseworthy

principle. The question is, ““ I's banking a trading activity ?”’

In conclusion, on behalf of all the guests present, I wish to congratulate
the Chairman and members of the Thai Bankers Association for having given
us a very pleasant evening.

Ladies and gentlemen, please join me in raising your glass and drinking to
the prosperity of the Thai Bankers Association and its members.
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THE ROLE OF CENTRAL BANKING
IN A WORLD OF TENSIONS*

My subject this evening is “ The Role of Central Banking in a World of
Tensions. ” The first question which has to be answered is: what has central
banking to do with world tensions? Central bankers are creatures that other
people usually regard with a feeling of awe mixed with contempt. They
appear to be projected in people’s mind and imagination as those who live in
ivory towers, with plenty of money which they could create ad libitum, but

with which they prefer not to part easily. According to another popular
vision, the central banker is compared with a rich spinster aunt, rich but utterly
mean, from whom you could expect to extract great wealth only through
deception or plunder or murder. It is not without reason, but I think without
entire justification, that we hear of the “Old Lady of Threadneedle Street”,
or in Bangkok the “Old Treasure-Guardian of Bang Khun Prom.” There is
no doubt in Kuala Lumpur another “Old Lady” in Jalan Raja, although she is
only five years old.

I hope this evening to present to this Conference a more up-todate picture
of the central bank, particularly of the central bank in developing countries.
I hope to suggest, that the central bank, in its naw role, can make effective
contributions towards economic and social development, and thus contribute to
the reduction of tensions in the world.

Let me at this stage explain in a few words what a central bank is. A
central bank, in the modern world, is an institution normally owned by the
Government; it is entrusted with the power and responsibility of currency
issue; it acts as the Government’s banker, and also serves as banker to com-
mercial banks. Through the commercial banks, it can also generate and
regulate another form of money, which consists of bank deposits.  The first
central bank, the Bank of England, came into existence as a private corporation,
whose main purpose was to help finance a long and expensive war against
France. Subsequently, the Bank of England and other central banks have
assumed such a respectability that they consider themselves splendidly isolated

* Address delivered on 25th February, 1964, at the Kuala Lumpur Conference on Development and
Co-operation in the South Asia Pacific Region organized by the Council on World Tensions and the:
University of Malaya.

— 118 —



from politics. The Governor of the central bank rightly must be independent,
and must behave in such a manner as to show his independence from the
Government. He looks after monetary policy, he advises, coaxes, sometimes
he even goes as far as blackmailing ( of course in a tactful way ) the Government
in order to guide the financial and fiscal policies along the path he thinks right.
Of course, should there be a final showdown on any serious conflict of principles
of policy with the Government, he must be prepared to tender his resignation—
which will also serve as a strong protest against Government policy. I hope
you will agree with me that, having been born in history out of the necessity of
financing war, having been given such responsibilities with powerful weapons
in its armoury, the central bank should, and can play important roles in the
cause of peace and prosperity. To perform this modern duty, a central banker
will have to combine orthodoxy with boldness and imagination.

To start with orthodoxy: the first duty of the central banker is to
preserve the stability of money. The unit of national account must have a
stable value, the currency must enjoy the confidence of the nation and of the
other nations. This is necessary for the conduct of day-to-day business, both
in the public sector and the private sector. It is also an essential condition of
development. In one of the background papers, it has been well said that when
a paper inflation sets in, it can—although it does not invariably do so—act
as a brake on expansion. People move their capital into land and houses, or
smuggle it abroad, or hoard gold. Productive investment falls away and the
budgetary strains increase still further!!*

If I may cite the example of my own country, Thailand at the end of the
Second World War suffered from the worldwide disease of monetary
instability. A system of multiple exchange rate was adopted and in time it
became so complicated that exporters and importers found it difficult to make
accurate calculations of their costs and proceeds. Violent fluctuations in the
free exchange rate, coupled with big budget deficits, added to the uncertainties
and risks of traders and investors. In 1955, the authorities took courage and a
drastic reform in financial management took place. Exchange rates were
unified, an Exchange Equalization Fund was established and operated in a
manner to inspire confidence. Tax and budgetary systems were reorganized,

*Barbara Ward —Prospects for Stability in Soutn East Asia.
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trading policy liberalized. All this reform is generally considered to be the
basis of the progress from 1959 to date. The Government has been able to
increase its spending both on current and investment accounts. Foreign lenders.
and investors have been forthcoming. It was not due to chance that after this.
reform, new products have begun to appear; maize, kenaf, tapioca have been
added to the list of principal export commodities, which increased from 4 to 10.
More eggs have been obtained, and they have been put into more baskets. The-
Gross National Product has increased at an average annual rate of 7%, double
that of the previous period. In short, as long as human actions are motivated,
to a large extent at least, by monetary incentives, stable currency is essential for
development. A central banker neglects this principle at his country’s peril.

However, orthodoxy, like nationalism or patriotism, is not enough. I
suggest that a good central banker in a developing country needs more imagina-
tion and boldness than hitherto is credited to him traditionally. Let me say
from the outset that this is no easy task, and it demands watchfulness, alertness
and even opportunism. Dr. Francois Cloutier, in his background paper entitled
“Psychological Implications of Accelerated Development” has warned us that
in any society, the impact of rapid modernization may constitute a threat to
mental health. In the case of a reforming central banker, if I understand Mr.
Cloutier rightly, once he relinquishes orthodoxy and starts thinking and acting’
in a new way, not only the City of London or Wall Street will raise eyebrows,
but tensions will be created within him and his institution “There is a
threshold of tolerance. If this threshold is exceeded, tensions might give way to-
abnormal reactions at the individual or at the social level.” (Cloutier ).

Respectfully accepting the eminent psychiatrist’s warning, let me proceed
to show how a modern central banker can depart from orthodoxy and conven-
tion, in order to help reduce world tensions, at the risk of his own personal
tensions. Perhaps, setting it out in speech or writing, might help to sublimate
any tensions that are indeed threatening.

There is, in almost every developing country, a new institution charged
with the duty and responsibility of planning for development. Empbhasis is on
increased expenditure for development. Unfortunately, Government arithmetic'
often is confined to addition. New expenditure on investment are added to old.
and new expenditure on administration. The result is usually an enormous
increase in budgetary expenditure. Inability to subtract (i.e. reduction in the
percentage of expenditure on administration ), and blindness to substitution (i.e.
filling the deficit gap with extra tax measures ) have led the Government to the
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cul-de-sac of making more and more demand on the Central Bank to finance it
more and more. And this, as has been shown previously, constitutes a threat to
the rampart of monetary stability. It is not helpful of the central banker at this.
stage, to throw his hand, and cry out that sanctity of the stability principle is
being violated. The “Old Lady > of yesteryear must be rejuvenated. She must
climb out of her ivory tower, and, if I may use a more martial expression, she
must carry the battle into the enemy’s territory, instead of waiting to be the
target of assault.

The central banker must, at an early stage, join in the discussion and
deliberation of development plans. He must take a positive attitude towards
Governments’ aspirations and legitimate ambition for development. He must
endeavour to join the National Economic Development Council, where he can
help convince and be convinced, about the cost/benefit relationship of the
development projects, about their priority, about the timing and opportunity of
their execution. He must take part in the annual budgetary formulation,
suggest economy where possible and profitable, urge tax ‘measures and loan
measures. In this way, he will be able to prevent instability threats, and by his
positive and co-operative attitude, by dangling the carrot of money available for
worthwhile donkeys, he will be able also to earn gratitude and prestige in the
eyes of his colleagues.

[{Have you ever seen a man who attempts to climb up a steep hill? He
may have to puff aud huff and slip down and get up again and finally gets to
within a foot or so of the top. A friend of his comes from above and
comfortably sits at the ledge above, encouraging him with mere words, and
guiding him somewhat, and finally stretching a helping hand. The climber
does all the work himself : his friend just sits and pulls him up for the final foot.
The Minister of Finance is the climber, he may have been obliged to impose an
unpopular tax in order to finance development, and consequently he slips
considerably in the public popularity. The central banker just helped him with
a little loan and got a “thank you” from the poor Minister. ]

Some of my colleagues will rightly accuse me of advocating that a central
banker should concern himself with so many things outside the strict boundary
of banking. My plea is that central banking nowadays has perforce become
invariably central banking for development, not “central banking” and then
full stop. Therefore, a central banker has to be better equipped and more ;
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versatile than of old. = He must be able to examine and judge on the planning
and programming of infra-structure, structure and supra-structure of economic
and social development. This, if correct, will inevitably lead him into alien
lands, like education, health, city planning, sewerage etc. Of course the
Governor of a central bank cannot do this alone, but he must be interested
enough to recruit appropriate staff for appropriate tasks in hand.

The task of any Government in trying to break through in development
is not an easy one. In the experience of many countries, the development
projects are frequently delayed, not only because of lack of finance, but mostly
through lack of skilled and well trained manpower. Government salaries are
usually too low to attract good and qualified people in sufficient quantities. In
this, from my experience, the Central Bank can lend a hand, also with much
profit.  Central banks usually have more qualified staff and they can afford to
recruit and pay better administrators. A programme of technical assistance
should be devised and operated between the Central Bank and the Government.
After all, lending members of your staff to the Government is a much better
alternative to lending money to it. Much money may be saved, inflation
avoided and financial stability upheld.

I have so far discussed only the role of the modern central banker in the
national development and national co-operation. Time does not allow me to
enlarge upon the regional and international aspects of the usefulness of central
banking. Let me just mention briefly that central bankers have now become
members of international clubs. They know each other much more intimately
and see each other more frequently than before. Any regional or international
development and co-operation must have its monetary and financial aspects and
central bankers are in a good position to deal with these aspects, in order to
influence the courses of actions and events to the benefit of the developing
section of the world.

Mr. Chairman, I must conclude now by expressing my gratitude to my
audience for having patiently listened to me blowing my own trumpet. I hope
I have not given the impression that the participation of central bankers in any
development co-operation will have always the desired result. All I can claim
is that we, central bankers, might be able to help and must be ready to help.
Another warning is that the co-operation of a central banker in helping reduce
tensions, can bring result only if time is on his side. In a situation of political
or military crisis, a central banker, like myself at any rate, feels very frustrated,
because he feels he is useless.

Thank you.
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