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SECTOR ASSESSMENT (SUMMARY): PUBLIC SECTOR MANAGEMENT 

 
A. INTRODUCTION 
 
1. This sector assessment (summary) provides the background to identifying issues in, 
constraints on, and threats to, achieving inclusive growth, as well as the government’s priority 
reforms in support of this goal. The assessment focuses on key crosscutting strategic issues 
such as business climate reforms, trade liberalization, measures to improve trade facilitation, 
finance sector development, rural development, and human capital development. It also touches 
on the need to implement structural policy reforms on a sector-by-sector basis.1  
 
B. SECTOR ASSESSMENT: CONTEXT AND STRATEGIC ISSUES 

 
 1. Context 

 
2. Myanmar has an opportunity to advance its development and raise the standard of living 
for its population. Being located in one of the fastest growing regions, and combined with 
expected higher budget revenues from the booming resource sector, provides the country with 
great potential for economic growth and development over the longer term. However, in 
realizing this potential, Myanmar faces a series of critical challenges which include creating an 
enabling environment for businesses in the non-resource sector so they can grow and develop. 
 
3. Economic growth performance has been mixed. Because of its relative insulation from 
global markets, the Myanmar economy was relatively unaffected by the adverse effects of the 
global financial crisis of 2008 and the subsequent slow global economic recovery. However, 
various estimates of economic growth and production indicators suggest that long-term growth 
has been relatively low compared with neighboring economies. Based on International Monetary 
Fund estimates, gross domestic product (GDP) growth has averaged 4.6% since 2005 with a 
pick up in growth above 5.0% since fiscal year (FY) 2011. 2 ADB estimate economic growth of 
6.3% for FY2012. The average growth rate is much lower than the growth rates achieved by 
Indonesia, Malaysia, and Thailand in the 1970s and 1980s during their early stages of 
industrialization. 
 
4. Structural transformation of the economy has been relatively slow. According to national 
income accounts, agriculture and services each accounted for about 38.0% of GDP in 2010; 
industry accounted for 24.5% of GDP, of which manufacturing accounted for 18.8%. From 2007 
to 2010, the services sector has grown the fastest, at about 5.4% per annum, followed by 
industry at 4.8% per annum and agriculture at 4.2% per annum. The expenditure side of the 
national accounts is less reliable as the statistical discrepancy between estimates of GDP 
expenditure and GDP production are in the order of 4%. The national accounts show that 
government and household consumption accounts for 75% of GDP, followed by total investment 
of 24% of GDP. Net exports are essentially zero, primarily due to low levels of economic 
integration with global markets. 
 
5. Economic growth in Myanmar has not been inclusive. Long-term economic growth has 
not been broad-based, as reflected in the structure of the economy where agriculture and low 
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value added services account for 76% of GDP. There have been significant disparities in 
economic growth across regions within the country, with economic activity concentrated in a few 
key commercial centers. As a consequence, the incidence of poverty has declined only slowly. 
The most reliable survey on household well-being in Myanmar is the Integrated Household 
Living Conditions Survey conducted in 2005 and 2009–2010.3 Given sampling errors in the 
survey, caution should be exercised when interpreting trends in the magnitude of changes in the 
incidence of poverty and income inequality. Based on the results of the survey, the union 
poverty incidence fell from 31% in 2005 to 25% in 2009–2010. However, other proxies for 
poverty show mixed results. The share of food in total consumption actually increased for the 
poorest 30% of the population and declined only for the richest 10%, suggesting that the well-
being of the poorest families may not have improved.  
 

2. Strategic Issues 
 
6. While the government has initiated steps towards a more market economy for the private 
sector to grow and develop, much more needs to be done to improve the business environment 
and create jobs and incomes for the poor. At the macroeconomic level, the challenge will be to 
manage the potentially adverse effects of the resource sector on the competitiveness of the 
non-resource sector. At the microeconomic level, the challenge will be to advance reforms to 
reduce transaction costs of doing business and create a level playing field between firms.  This 
will need to be done through addressing the complex business licensing system; liberalizing 
trade; introducing measures to improve trade facilitation; promoting competition in domestic 
markets; and promoting small and medium-sized enterprise (SME) access to business 
development services and technology, credit, and skilled labor. To ensure growth is inclusive, 
further reforms of the education sector are needed, and in particular access of the poor to 
primary and post-primary education. Interventions to stimulate rural development are also 
important to ensure balanced growth.  
 
7. Managing the impact of the resource boom on the growth and development of the 
non-resource sector. The resource (primarily gas) sector could potentially transform the 
Myanmar economy over the longer term. The government anticipates significant future 
revenues to the budget from gas and mining in the form of income taxes and royalties over the 
next decade. The revenue flows provide Myanmar with an opportunity to finance its 
development goals, raise per capita incomes, and reduce poverty. At the same, there are 
important lessons from international experience for Myanmar in supporting private sector growth 
when there is a large commodity resource sector. The experience of Indonesia and Botswana 
show that modest appreciation in the real exchange rate created by a booming resource sector 
can be successfully managed and can be consistent with growth of the non-resource sector. 
The critical lessons from these two countries include the need to promote: (i) fiscal discipline 
(guarding against inflationary pressures from excessive spending of resource revenues in the 
domestic economy); (ii) a balanced public expenditure program; (iii) a conservative debt 
strategy; (iv) development of effective monetary policy instruments to sterilize capital inflows to 
support a low-inflation environment; and (v) business climate reforms and investments to raise 
productivity in the tradable sector. 
 
8. At the macroeconomic level, the government has initiated a set of major reforms to 
strengthen its macroeconomic policy framework and institutions, including establishing a 
managed floating exchange rate and introducing a basic monetary policy framework targeting 
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reserve money. The government has set out a fiscal consolidation program. It has partially 
shifted away from central bank financing of union budget deficits towards increased reliance on 
domestic debt through the issuance of Treasury bonds to commercial banks.   
 
9. Business climate reforms. Insufficient investor protection, a cumbersome and complex 
licensing and regulatory environment, and dominance of state economic enterprises in key 
sectors of the economy have been a drag on private sector development. The regulatory 
environment is complex, costly, and unpredictable; it can take up to 6 months for an investment 
license to be approved as it requires cabinet approval. It can take up to 2 months for firms to be 
registered under the companies act. Until recently, there was only one company registration 
office, which is located in Nay Pyi Taw. Similar cumbersome licensing systems permeate the 
government. Small and medium-sized enterprises are particularly hurt by the complex licensing 
system. State economic enterprises dominate key productive sectors of the economy (such as 
telecommunications) and this also helps to explain low investment in the economy and limited 
private sector involvement in key sectors. The government is looking at ways to open up these 
sectors, including telecommunications. It is also considering a competition policy to address 
anticompetitive practices in the economy, and this is partly driven by the government’s 
commitment to implementing measures under the Association of Southeast Asian Nations 
economic community initiatives.  
 
10. Small and medium-sized enterprise development. As in most other economies, 
SMEs pre-dominate the Myanmar economy. Stakeholder consultations carried out by the SME 
Center (an agency attached to the Ministry of Industry) indicates that the complex licensing 
regime, limited access to business development services, technology, and credit are the main 
drags on formalizing SMEs and their growth and development. The government has prioritized 
SME development in its economic agenda. Recently it established the SME Center with a 
mandate to develop an SME policy and action plan for SME development. The government 
(through the SME Center) intends to provide the SME Center with stronger mandates for 
establishing institutional coordination among the different line ministries. 
 
11. Restrictive trade policy and inefficient trade facilitation. While tariff rates on imports 
of goods are low, imports and exports are highly restricted through a complex non-automatic 
licensing system. Until recently, all importers and exporters required import licenses for every 
shipment, which were valid for 3 months. The licensing system was highly discretionary, 
resulting in a restrictive trade regime. The government is beginning to liberalize the licensing 
system, and has requested the World Trade Organization to conduct its first trade policy review. 
It has also removed or relaxed restrictions on several import and export commodities, including 
vehicles, and has piloted automatic licensing for 152 import items and 164 export items. The 
government is taking a gradual approach to trade liberalization in order to maintain balance of 
payments and macroeconomic stability, as gross international reserves are estimated at 4.0 
months of imports. Microinfrastructure for trade facilitation—such as customs procedures, trade 
logistics, and sanitary and phytosanitary standards (SPS)—are underdeveloped. Improving 
SPS, especially food management systems, is critical to improving SME access to export 
markets and building confidence in the tourism industry. The policy and regulatory framework 
for SPS is developing. A standards law is being drafted and will include the setting up of a 
standards body and a conformity assessment body (to issue standards certificates). The 
existing testing laboratories are underdeveloped and only a few of them have internationally 
accredited standards for a limited number of testing parameters. Given that the trade reform 
agenda is large, the government (through the Ministry of Commerce) intends to develop a trade 
sector strategy. 
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12. Finance sector development. Myanmar’s financial depth measured by financial assets 
to GDP is low compared to regional neighbors. Financial assets measured by broad money 
supply to GDP are about 26%, lower than in Cambodia and about the same as in the Lao 
People's Democratic Republic. Myanmar’s finance sector is at an early stage of development 
and measures of financial depth appear to widely fluctuate from year to year, indicating much 
more finance sector volatility (and potential financial system instability) than in neighboring 
economies. It is also far less diversified than regional economies, and more volatile. Banking 
dominates the finance sector and accounts for most of the finance sector assets held outside 
the central bank. State-owned banks are dominant and there is limited competition in the 
subsector. Explanations for Myanmar’s relatively shallow finance sector include the 
predominantly rural nature of the economy, its stage of economic development, high transaction 
costs for financial intermediation because of the underdeveloped payments system and 
nonbank finance sector, lack of competition in the banking sector, and weaknesses in the legal 
framework. Banking regulations are excessively restrictive. Until recently, expansion of bank 
branches was restricted. Both deposit and lending rates are fixed at the same rate for all 
tenures. Reportedly, these restrictions on intermediation have created a large informal banking 
sector.  
 
13. Human capital development. Strengthening the education sector will be critical to 
promoting growth, and also to ensuring that the poor rural populations and other disadvantaged 
groups can participate in and benefit from growth and broader socioeconomic transitions. 
Myanmar has significantly underinvested in the social sectors; e.g., public spending on 
education and health is less than 2% of GDP. While Myanmar has achieved important gains in 
expanding access to primary education, progress has lagged in post-primary education. There 
are gaps in equitable access, education quality and relevance (undermining learning outcomes) 
and in education management (undercutting efficiency). The government recognized these 
deficiencies and, with development partner participation, has established a government-led 
mechanism for developing a longer-term reform agenda for the education sector. The 
government launched the Comprehensive Education Sector Review (CESR), which will be a 2-
year review of the education sector divided into phases. Key features of the CESR are:  
(i) in-depth coverage of all education subsectors, as the first rigorous sector assessment since 
1992; (ii) identification of gaps and policy priorities for access, quality and relevance, and sector 
management; and (iii) mainstreaming of analysis across gender, socioeconomic, and 
geographic dimensions. Findings from the CESR will lead to a costed education sector plan, 
which will provide a unified framework for investments and will be based on clearly identified 
and sequenced priorities.  
 
14. Stimulating rural development. Several key constraints on rural development have 
been identified, including pervasive rural infrastructure deficits, i.e., poor condition of rural 
access roads, tracks, and bridges; few storage and post-harvest facilities; incomplete irrigation 
schemes; deficient flood control, drainage, and salinity control structures; poorly developed 
agricultural extension services and limited access to technology; and low human capital 
(relevant to both agriculture and potential off-farm opportunities), particularly in poorer rural 
areas. Farmers’ limited access to credit and limited financial inclusion is a major constraint on 
agricultural development. Previously imposed commercial taxes on exports of agricultural 
exports hurt incentives to produce. In view of the economic structure of the sector, unlocking the 
production and marketing constraints on the main commodities produced in the country (rice, 
beans and pulses, oilseeds, and fresh fruit and vegetables) has the potential to relatively 
quickly: (i) increase overall economic productivity; (ii) raise incomes for farmers; (iii) reduce 
poverty levels by providing farm employment and hence improved incomes for the landless who 
constitute most of the country’s poor; (iv) increase exports; and (v) generate downstream and 



5 

 

upstream employment in other sectors by stimulating a demand for transport, processing, 
marketing, and storage. 
 
15. The government is aware of these constraints on productivity and farm incomes. It has 
removed the commercial tax on most exports of agricultural products. It has also eased some of 
the regulatory constraints on access to rural credit and enacted a new microfinance bill in 
August 2011, setting up the Myanmar Microfinance Supervisory Enterprise at the Ministry of 
Finance and Revenue. However, more needs to be done to address the physical and structural 
factors constraining agricultural production, including investing in irrigation, improving 
agricultural extension services, facilitating access to rural credit, and improving property rights.  
 
C. Government’s Sector Policy and Planning Framework 
 
16. The government is finalizing its national development framework. In a speech on 19 
June 2012, the president highlighted the key priorities of the country's draft National 
Development Framework 2011–2016 including maintaining macroeconomic stability, trade 
integration, and improving the investment climate. Stimulating rural development and human 
capital development for the poor are also vital for ensuring growth is inclusive. Good 
governance through strengthening public financial management systems is also central to 
ensuring transparent and efficient delivery of public services for inclusive growth. Line ministries 
are preparing sector strategies with well-defined interventions, responsibilities, and time lines. 
The education sector is further advanced, with its CESR launched on 23 October 2012. The 
Central Bank of Myanmar is developing a finance sector road map, and the Ministry of 
Commerce is also developing its sector strategy with Asian Development Bank (ADB) technical 
input. The SME Center has drafted an SME policy with well-defined interventions. The Ministry 
of Agriculture and Irrigation is also developing its strategy with ADB technical input. 
 
D. ADB’s Sector Experience and Assistance Program 
 
17. ADB has begun its policy dialogue with the government during this reengagement 
process. Thus, ADB assistance in the economic policy arena will comprise the following 
interventions. First, a policy-based loan will be provided to support the government to complete 
the debt arrears process and sustain reforms over the medium term. The loan will comprise 
selected policy accomplishments in 2011 and 2012 that promote an open market economy and 
lay the building blocks for higher, sustained, and inclusive economic growth over the longer 
term. The policy-based loan will include a post-program partnership framework (P3F) to cover 
the reengagement period of 2012–2014. The P3F will include higher-level measures that help 
the government crystallize its longer-term reform agenda. 
 
18. Second, three small technical assistance (TA) projects have been provided to the 
government for policy support on the reform agenda and to carry out diagnostic studies on:  
(i) enhancing trade integration with the Ministry of Commerce; (ii) enhancing revenue 
mobilization and public debt management with the Ministry of Finance and Revenue; and  
(iii) upgrading the companies registration system with the Directorate of Investment and 
Companies Registration. The last of these TA projects will also fund a roundtable discussion 
with senior policy makers on lessons learned from reforms in other economies in the region. 
ADB staff have also commissioned a survey on business licensing to provide primary 
information on constraints on private sector growth and SME development. Third, longer-term 
TA will include support for developing a trade sector strategy, SME development, public 
financial management, the education sector, and promoting agricultural productivity.  
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Sector Results Framework (Public Sector Management, 2011–2015) 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector 
Outcomes with 

ADB 
Contribution 

Indicators with 
Targets and 
Baselines 

Sector Outputs 
with ADB 

Contribution 

Indicators with 
Incremental Targets 

Planned and 
Ongoing ADB 
Interventions 

Main Outputs 
Expected from 

ADB Interventions 

Improved 
inclusive growth 
 
Improved policy 
frameworks for 
selected policy 
areas and 
sectors  

Increase share of 
wage employment 
in total urban 
employment over 
base year (2010 = 
36.2%)  
 
Number of 
registered firms 
increased by 20% 
over base year 
(2011 = 25,108) 
 
Number of 
registered SMEs 
increased by 25% 
over base year 
(2010 = tbd) 
 
Number of foreign 
direct investment 
projects increase 
by 10% per year 
over base year 
(FY2010=24 new 
projects with total 
accumulated 
projects = 454) 
 
Non-gas exports 
(agriculture and 
manufactured 
goods) increased 
by 35% over base 
year (2010 = $6.5 
billion) 
 
Approved union 
budget for 
FY2015 embeds 
sequenced 
priorities identified 
in the CESP 

Enabling 
environment for 
businesses to 
grow created  
 
Trade 
integration 
increased 
 
Finance sector 
development 
improved 
 
Rural 
development for 
inclusive growth 
stimulated 
 
Human capital 
development for 
inclusive growth 
promoted 
 

Substantial 
implementation of 
automatic and non-
automatic import licensing 
system over base year 
(2011=all items under 
non-automatic import 
licensing system) 
 
Time it takes to import 
goods reduced by 20% 
over base year (2012 = 
tbd) 
 
Time it takes to export 
goods reduced by 20% 
over base year ( 2012 = 
tbd)  
 
Time it takes to start a 
business reduced by 30% 
over base year (2011 = 6 
months) 
 
Number of MFIs 
increased over base year 
(2009 = 9) 
 
Share of rural households 
with loans increased over 
base year (2010 = 33%) 
 
No. of loan and savings 
accounts held at MFIs 
increased by 25% over 
base year (2009 = 
385,285 borrowers) 

 
FY2013 budget 
allocations to ministry of 
education more than 
doubled from FY2011 
budget (MK310 billion) 
 
At least three private 
institutions registered to 
provide education 
services in each TVET 
and higher education 
subsector over base year 
(2011=0) 

Ongoing projects  

CDTA (STTA): 
Enhancing trade 
integration 
($225,000) 
 
CDTA (SSTA) 
Business climate 
reforms ($225,000) 
 
CDTA (SSTA) 
Enhancing Revenue 
Mobilization 
($225,000) 
 
Pipeline projects 

Policy-based loan 
(est. $504.0 million, 
ADF) 
 
CDTA Trade 
Development (est. 
$1.5 million, JFPR) 
 
CDTA Financial 
Sector Development 
(est. $1.0 million, 
JFPR) 
 
CDTA for Rural 
Economic Stimulus 
Project (est. $3 
million; planned)  
 
PPTA for Preparing 
the Livelihood 
Improvement Project 
(est. $1.5 million; 
planned) 
 
ADB CDTA on 
Support for 
Education Sector 
Planning (est. 
$650,000) 
 
PATA on Support for 
PPE (est. $1.5 
million) 

Diagnostics studies 
on trade and 
business climate 
 
Development of a 
trade sector 
strategy and 
development 
project with focus 
on SPS 
management 
systems, trade 
policy reforms, and 
trade capacity 
development 
 
Action plan 
developed for 
improving business 
licensing system, 
upgrade of 
companies’ 
registration system, 
pilot of new system 
and full national 
rollout 
 
Preparing 
livelihoods project 
in the uplands 
 
Preparing strategy 
for post-primary 
education 
  

ADB = Asian Development Bank, ADF = , CDTA = capacity development technical assistance, CESP = Costed Education Sector Plan, 
est. = estimate, FY = fiscal year, JFPR = Japan Fund for Poverty Reduction, MFI = microfinance institution, PATA = policy and advisory 
technical assistance, PPE = Positive Practice Environments, PPTA = preparatory project technical assistance, SMEs = small and 
medium-sized enterprises, SPS = , STTA = , TVET = technical and vocational education and training.  
Source: ADB staff. 




