
Support for Myanmar’s Reforms for Inclusive Growth (RRP MYA 46372) 

SUMMARY PROGRAM IMPACT ASSESSMENT 
 

I. Introduction 
 

1. The impact of the proposed PBL is improved inclusive growth. This Summary 
Program Impact Assessment (PIA) provides a qualitative description of the channels in which 
the government’s reform program impacts on inclusive growth in Myanmar.1 Inclusive growth is 
measured in two dimensions – incidence of poverty and income distribution. The assessment 
starts with a brief review of the international evidence on the nexus between factors promoting 
economic development and inclusive growth. The assessment then identifies the pro-poor 
features of the government’s reform program, as detailed in the Development Policy Letter, and 
describes the transmission in which the reforms will contribute to inclusive growth in the short to 
medium term. These channels include macroeconomic stability, strengthened public financial 
management, trade, investment, SME development, financial inclusiveness of the poor, and 
investments in education. The government’s reforms to promote inclusive growth also entail 
policy costs and these are briefly touched on. There are also risks to achieving inclusive growth 
over the longer term and these are discussed in the final section.   
 

II. Background – the nexus between economic development and inclusive growth 
 

2. Economic growth is the primary channel for reducing poverty. There is 
unambiguous evidence that economic growth leading to higher per capita incomes is the 
primary channel for reducing poverty over time. It is apparent from Figure 1a that poverty rates 
in East Asia are much lower in economies with higher per capita incomes – the correlation 
coefficient between the two variables is -0.90. Economic advancement can also be measured 
by the structure of the economy with higher shares of non-agriculture in GDP indicating 
economic advancement. Figure 1b shows countries have higher rates of poverty when a larger 
share of the population is engaged in agricultural activities in the rural areas – the correlation 
between the two variables is 0.82.  
 
3. Inclusive growth can also be measured in terms of the magnitude of income inequality. 
One measure of income inequality is the Gini coefficient – it ranges between zero (perfect 
equality) and 1 (perfect inequality). Empirical evidence on the impact of development on income 
inequality is mixed. Generally, as an economy develops income inequality may increase but 
over time decrease as more and more citizens participate in productive employment. 
Government’s social assistance programs (whether through targeted interventions or through 
taxation system) are important influences on the pattern of income distribution and inequality. 
As shown in Figure 2, in Southeast Asia there is no obvious pattern between per capita incomes 
and estimates of the Gini coefficient - the correlation coefficient between the two variables is a 
negligible 0.08 and not statistically significant. Some countries have lower Gini coefficients 
compared with other in the same income group. For example, among the middle income 
countries, Indonesia has a much lower Gini coefficient compared with Thailand and the 
Philippines.  
 
4. The international literature on poverty and income inequality points to several factors 
supporting poverty reduction and to a lesser extent lower income inequality: (i) stable macro-
economy; (ii) open investment and trade regime; (iii) infrastructure investments in rural areas, 
(iv) financial sector development and financial inclusion of the poor; (iv) investment in human 

                                                
1
 A qualitative assessment is provided instead of a quantitative one because of insufficient data and the absence of a 

household micro-simulation model for Myanmar to provide quantitative estimates of the impact of the reforms on 
household incomes and wellbeing.  
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capital in particular access to quality primary and post-primary education for the poor; (v) labor 
market programs that promote a tight link between education, skills development and the labor 
market, (vi) equitable taxation system that reduces the net tax burden on the poor, and (vii) 
financially sustainable social protection and safety net programs. A stable and social and 
political environment is a prerequisite for poverty reduction and achieving inclusive growth. 
 

Figure 1: Economic Development and Poverty Reduction in East Asia 
(a) Per capita incomes and poverty  (b) Share of agriculture in GDP and poverty 
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(c) Trade to GDP ratio and poverty            (d) Financial sector development and poverty  
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Notes: Financial sector development measured by the ratio of financial sector assets (bank loans, bonds, and stock 
market equity) to GDP. Economic advancement measured by per capita incomes and share of agriculture in GDP. 
Poverty measured by the headcount to total population.  
Source: CEIC and ADB staff estimates. 

 

5. Macroeconomic stability. A sound macroeconomic framework leads to inclusive 
growth and poverty reduction in two ways. The first (and indirect) channel is through economic 
growth. There is unambiguous evidence that stable macro-economy is a prerequisite for 
stimulating longer term economic growth. A low inflation regime and stable exchange rate 
allows investors to take on long term investments. As a consequence, rates of private 
investment increase over time leading to higher and broad-based economic growth and poverty 
reduction.  The second (and direct) channel is through lower prices faced by poor families. 
Empirical evidence shows that periodic episodes of high inflation erodes purchasing power of 
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poor families as they do not have assets that hedge against inflation. Conversely, a stable food 
price environment is pro-poor as the poor spend a much higher share of income of food.2  
 

Figure 2:  Per Capita Incomes and Household Income Inequality 
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Source: ADB 
Estimates of Gini coefficients from World Bank. Korea, Rep Gini coefficient was estimated in 1998. The 
other countries estimates refer to either 2008, 2009 or 2010. 
See www. worldbank.org/indicator/SI.POV.GINI. 
 

6. Public Financial Management. Strengthening public financial management can affect 
inclusive growth through at least three channels – economic growth, improved delivery of public 
services to the poor and government revenue mobilization efforts. The first (and indirect) 
channel is through economic growth. There is some evidence (although not strong) that 
improved public financial management can lift economic growth in the short to medium term 
from efficiency gains in public spending. This occurs for example from cost savings in improved 
and competitive public procurement of goods and services. The second (and direct) channel is 
through improving the delivery of public services to the poor including health, education, clean 
water and sanitation. The magnitude of the impact on poor will depend on the pro-poor 
elements of the national and sub-national government budgets, existence of local poverty 
mapping and targeting of poverty reduction programs, and the role of the national government in 
the implementation of anti-poverty programs. The impact on the poor also depends on 
advancements made in local public financial management systems so that public spending is 
efficient. The third channel is through the impact of government revenue mobilization efforts 
through better revenue administration in taxation, resource revenues and revenues from 
licensing fees. Restrictions on domestic and foreign trade through taxes and other restrictions 
can impede economic growth, raises prices and hurt the poor the most.  

 

7. Trade and investment. An open trade and investment regime leads to inclusive growth 
in three ways. The first (and indirect) channel is again through economic growth. There is 
unambiguous evidence that open economies have higher, longer term economic growth 
compared to economies with restricted trade regimes. Open economies allow for foreign 
investment, technology transfers and purchases of raw materials, inputs and capital equipment 
sourced at international prices leading to improved rates of productivity. The second (and direct) 
channel is through lower prices of imported goods purchased by poor families. A third (and 
direct) channel is that openness also provides opportunities for farmers to trade agricultural 
produce at international prices thereby raising farm household incomes. Trade reforms can 
                                                
2
 See P. Romer (1993), Inflation and the Poor, Journal of Money, Credit and Banking, 33(2), p160-78. 
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have negative distributive effects in the short to medium term. Strong import competition may 
lead to consolidation of inefficient industries that were previously protected. The consolidation 
would be characterized by exit of some firms and job losses in the economy. However, job 
losses generally would be offset by job gains in newly emerging and competitive sectors in the 
economy. Government labor market and social assistance programs are important interventions 
to partially mitigate the short to medium term costs to those made unemployed or hurt from 
trade reforms. Figure 1c shows a scatter diagram matching trade openness (measured by trade 
to GDP ratio) and the incidence of poverty in East Asia. It is apparent that poverty rates are 
lower in economies with more open economies – the correlation coefficient between the two 
variables is -0.51. 
 
8. Financial sector inclusiveness of the poor. Financial sector development leads to 
poverty reduction through three channels. The first (and indirect) channel is through economic 
growth. There is unambiguous evidence that financial sector development is a prerequisite for 
stimulating longer term economic growth. Financial sector development allows different 
institutions to mobilize savings and redirect to profitable investments. As a consequence, rates 
of private investment and household consumption increase over time leading to higher 
economic growth and poverty reduction. The second (and direct) channel is through improving 
the poor’s access to the modern finance sector (i.e., inclusiveness of the poor). Financial sector 
development directly reduces poverty by facilitating transactions and allowing the poor to benefit 
from financial services primarily savings products that increase their lifetime income (through 
interest income) and enhance their ability to undertake profitable investments and other 
activities. Examples of saving products that help the poor enhance their welfare include the 
conventional bank deposits (such as savings and term deposits that earn real interest income), 
special purpose savings products (such as child education funds), microfinance institutions’ 
savings and lending products, and pension schemes available to the poor. Figure 1d shows a 
scatter diagram matching financial sector development and the incidence of poverty in East 
Asia. It is apparent that poverty rates are much lower in economies with more advanced 
financial sectors – the correlation coefficient between the two variables is -0.88. 
 
9. The third channel is through the impact of financial sector development on financial 
sector stability. Financial sector instability undermines poverty reduction because poor 
households are much more vulnerable than the rich to unstable and malfunctioning financial 
institutions (e.g., the payments system) and indirectly though the negative macroeconomic 
impacts that normally accompany financial sector instability (such as volatility in economic 
growth and high inflation). This arises because the poor have fewer and less diversified financial 
assets than the rich that make them particularly vulnerable to macroeconomic shocks. A recent 
IMF working paper estimating the quantitative impact of financial sector development on poverty 
in 65 developing countries found that: (i) financial sector development raises economic growth 
and reduces poverty; (ii) financial sector development directly reduces poverty by raising the 
investment and interest incomes of the 20% poorest households; and (iii) financial sector 
instability directly reduces incomes of the poor thereby raising poverty.3 Financial sector reforms 
that aim to mitigate risks of financial sector instability help reduce the vulnerability of the poor or 
near poor falling into poverty arising from financial sector crises. 

                                                
3
 G. Jeannwney, S. and K Kpodar (2008), Financial Development and Poverty Reduction: Can there be a benefit 

without a cost?. IMF Working Paper #62. Washington DC.  The authors estimated quite large coefficients on the 

financial sector development variable – a 10% increase in the broad money (M3) to GDP ratio raises the incomes 
of the 20% poorest households by between 3 and 5%.  
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III. Poverty and Income Inequality in Myanmar  
 

10. Despite progress, poverty remains a key challenge. According to results from the 
Integrated Household Living Conditions Survey in Myanmar: Poverty Profile (2009–2010), the 
national poverty incidence is estimated at 25.6%, down from 32.1% in 2005. Poverty is higher in 
rural areas at 29.2% compared with 15.7% in urban areas. About 84.0% of the poor reside in 
rural areas. Figure 3a shows significant regional poverty disparities with strikingly high rates of 
poverty incidence in the regions of Chin (73.0%), Rakhine (44.0%), Tanintharyi (33.0%), Shan 
(33.0%) and Ayeyarwardy (32.0%). Figure 3b shows changes in poverty rates between 2005 
and 2010. Most regions experienced significant reductions in poverty rates during this period. 
There was no change in poverty rates in Chin indicating persistently high poverty in this region. 
Poverty increased in Rakhine, Ayeyarwardy, Kayan and Yangon.  
 
11. Factors influencing regional disparities in poverty incidence. Results from the 
Integrated Household Living Conditions Survey in Myanmar: Poverty Profile (2009–2010) also 
shows a link between regional disparities in poverty incidence and access to public services and 
infrastructure. Poorer regions tend have lower investments in infrastructure, less access to 
electricity, less access to credit, and lower net enrollment rates in post-primary education 
compared to better off regions. Figure 3c shows a scatter diagram between regional poverty 
rates and access to electricity – the correlation is -0.32 indicating that better off provinces have 
higher rates of access to electricity. Similarly, Figure 3d shows a scatter diagram between 
regional poverty rates and net enrolment rates for secondary school - the correlation coefficient 
between the two variables is -0.36 indicating that better off provinces have higher rates of net 
enrollment in secondary schools. Conflict areas such as in Rakhine are also characterized by 
persistently higher than average poverty rates.  
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Figure 3: Incidence of Poverty in Myanmar 
(a) Regional Poverty Rates, 2010   (b) Changes in Regional Poverty Rates 
            (2004 to 2010) 
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(c) Regional Poverty and Access to Electricity    (d) Regional Poverty and Net Enrollment Rates 
             in Secondary Schools 
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Source: Integrated Household Living Conditions Survey in Myanmar: Poverty Profile (2009–2010) 

 
12. Household Poverty and Income Inequality in Myanmar. Similar to other low income 
countries, income distribution in Myanmar is only moderately skewed towards better off families. 
According to the Integrated Household Living Conditions Survey in Myanmar: Poverty Profile 
(2009–2010) about 33.0% of total household consumption (proxy for income) emanates from 
the richest 20.0%4 households in Myanmar. Conversely, the 20.0% poorest households account 
for 12.0% of total household consumption (Figure 4a). Better off families have higher access to 
credit and assets (such as land) compared to families at the bottom of the income distribution. 
Figure 4b shows non-poor families with higher levels of debt to household consumption 
compared with poor families indicating greater access to credit by the non-poor. Figure 4c 
shows that poor families at the bottom of the income distribution have higher landlessness rates 
compared to better off families. This helps to explain why better off families have greater access 
to credit, as land is predominantly used for loan collateral.  
  

                                                
4
 In comparison, In Indonesia, the richest 20% households account for 45.5% of total household income. 

In Thailand, the richest 20% households account for just over 50.0% of total household income.  
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Figure 4: Characteristics of Poverty in Myanmar, 2010 
(a) Income distribution by income quintile         (b) Debt as % of household incomes 
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(c ) Poverty status and rates of landlessness             (d) Poverty and employment status 
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13. Poor families are crowded into agriculture and casual work. About 54.0% of poor 
are engaged in agriculture activities and almost 30.0% are engaged as casual laborers 
suggesting a strong nexus between poverty and informal labor market activities.  In contrast, 
fewer non-poor families are engaged in agriculture compared to poor families. Also, non-poor 
are more likely to be found in self employment and formal sector activities (Figure 4d). Thus, 
formal job creation in both the urban and rural areas is important for long term poverty 
reduction.  
 
IV. The Policy-Based Loan and Impact on Inclusive Growth 
 
14. The government reforms supported by the PBL are the initial steps towards 
achieving poverty reduction and inclusive growth over the longer term. The impact of the 
PBL will be to improve inclusive growth over the longer term. This will be measured by 
increased share of wage employment in total urban and rural employment and increased real 
per capita consumption of the poorest 30.0% households. The outcome will be to provide the 
foundation for improved policy frameworks in selected areas and sectors that support inclusive 
growth as follows: 
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 Macroeconomic stability, fiscal sustainability, and strengthening public financial 
management to help ensure that inflation remains low and stable and also that the 
government has sufficient resources for investments in areas critical to future growth, 
such as infrastructure and social sectors. Improving transparency, integrity and also 
equity in the taxation system can promote more inclusive growth; 

 

 Trade, investment, and finance sector integration to promote private sector development 
and employment generation and financial inclusiveness; 

 

 Rural development to raise productivity and incomes in rural areas especially for the 
poorest 30% households; and 

 

 Human capital development to promote growth and also to help ensure that it is 
inclusive and that poor and disadvantaged groups participate in and benefit from the 
country’s transition and transformation. 

 
15. The policy-based loan is assessed to have a positive impact on inclusive growth 
and poverty reduction through the creation of direct and indirect benefits to poor 
households. Table 1 summarizes the main transmissions for reaching the poor. The PBL and 
the P3F will contribute to improved inclusive growth and therefore sustainable reduction in 
poverty in the short and medium term through six channels. The first is through improved 
macroeconomic stability as a prerequisite for economic growth and low price environment. The 
transformation changes to macroeconomic institutions (autonomous central bank operating an 
effective monetary policy and managed floating exchange rate) aim to create a stable and low 
price environment. This environment benefits the poor as a larger share of their budget is spent 
on basic necessities and they do not have assets to hedge against inflation. According to the 
2009-2010 Integrated Household Living Conditions Survey in Myanmar the poorest 40% of 
households food shares account for over 70% of all consumption indicating that these families 
are vulnerable to food price inflation. 
 
16. The second channel is through strengthened public financial management (PFM) 
improving delivery of public services. Whilst PFM reforms are in their early stages, significant 
welfare gains to the poor will be made through some basic reforms to the budget process that 
prioritize pro-poor spending in the budget and enhance service delivery to the poor such as in 
education, health and infrastructure investment in the poorer regions of the country. Initial steps 
to create a stable revenue base and improve integrity and equity in taxation can benefit the 
poor. This includes raising the threshold for personal income taxation, among other measures. 
 
17. The third channel is through increased investment and enterprise start ups leading to 
increased labor market hiring activity across most sectors. The new foreign investment law and 
reforms to simplify the investment and companies registration process will provide a boost to 
investment and SME start-ups leading to increased demand for workers. 
 
18. The fourth is through lower prices of tradable goods through increased integration within 
the region and rest of the world through trade policy reforms. Trade reforms such as shift away 
from non-automatic licensing of imports and exports and liberalizing non-tariff barriers will lead 
to lower prices of goods and services benefiting the poor. Trade liberalization will also boost 
productivity in the domestic market. Trade liberalization can have negative effects in the short to 
medium term if reforms lead to consolidation of sectors previously protected and job losses. 
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These losses are generally outweighed by the gains in employment. Government’s labor market 
and skills development programs and financially sustainable social assistance programs can 
alleviate the adverse impact of trade reforms on segments of the population.   
 
19. The fifth channel is through improved farm incomes from improved incentives to produce 
and increased access to finance. The abolition of the commercial taxes on exports of 
agricultural produce will increase returns to farmers and provide an incentive to expand 
production over the medium to long term. The new microfinance law and other measures to 
improve access to finance will contribute to increased productivity at the farm household level. 
The Central Bank of Myanmar’s policy on expanding the types of movable assets that can be 
used to pledge against loans will also improve farmers and SMEs access to finance. 
 
20. The sixth channel is through increased public spending on education and reforms to the 
sector to ensure the poor have access to education to build human capital. The education 
sector budget in the FY2012 had more than doubled over the FY2011 budget. Nearly 40.0% of 
the budgetary increase will go towards capital spending on new schools in both urban and rural 
areas benefiting the poor. The government led comprehensive education sector review (CESR) 
includes analysis of the social, economic and demographic dimensions of access to education 
and the Costed Education Sector Plan (CESP) will include pro-poor investments in the 
education sector.    
 
21. The government’s reforms to promote inclusive growth entails fiscal and 
budgetary costs. These include the doubling of the education sector budget by MK442 billion 
in the Union budget for FY2012. ADB staff also estimate that foregone revenues in the Union 
budget from the abolition of the commercial tax on exports of agricultural produce could be in 
the order of $32 million per year (this is essentially a transfer from government to farm 
households). This estimate is computed as follows. Exports of agricultural products (excluding 
exports of raw rubber) amounted to $1,060,000 in FY2009. We assume 60% of this value is 
farm value added, or approximately $64,000,000. The commercial tax applied to agricultural 
products was 5% or $32,000,000 on gross farm income. Hence, abolition of the tax is estimated 
to potentially boost farm incomes by $32,000,000.  
  
IV. Risks to Inclusive Growth over the Longer Term 
 
22. A more comprehensive program will be necessary for achieving the longer term goal of 
inclusive growth. The draft national development plan, 2011-2015 sketches out the main 
priorities for poverty reduction and inclusive economic development: macroeconomic stability,  
infrastructure investment, trade reforms, and promoting investment for higher and sustained 
economic growth; small and medium-sized enterprise (SME) development so citizens 
participate in productive activities; and stimulating rural development and human capital 
development for the poor.  The government is also drafting a framework for economic and social 
reforms that would provide concrete measures to achieve poverty reduction and inclusive 
development.   
 
23. However, there are risks to achieving inclusive growth over the longer term that are 
beyond the PBL and will need to be addressed through carefully designed and funded 
interventions. First, the government’s very limited fiscal space and weak administrative capacity 
to assess, develop and effectively implement interventions poses a risk to achieving inclusive 
growth. Second, economic reforms will produce winners and losers. Trade reforms in particular 
will lead to consolidation and job losses in sectors that have been highly protected from 
international competition. Thus, it will be important for the government to put in place labor 
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market and skills development programs to assist workers to adjust to a more competitive 
environment. Over the longer term, interventions will be required to ensure tight links between 
the education sector and the labor market to assist young peoples’ transition from school to the 
workplace. Also over the longer term, establishing financially viable and sustainable social 
protection programs will be important to improve inclusive development.  Third, natural disasters 
can perpetuate poverty in rural areas. Thus, it will be important for government develop 
financially viable social safety net programs and, if viable, insurance programs to assist rural 
communities in times of natural disasters. Fourth, regional and ethnic conflicts can undermine 
the government’s efforts to reduce poverty and achieve inclusive growth in conflict areas. Thus, 
the government initiating a framework for a more permanent peace in sub-national conflict 
regions will be central to achieving inclusive growth in these areas. Targeted economic 
development programs in conflict areas to provide livelihoods and jobs will also be necessary.  
 



 

Table 1: Program Impact Assessment 
The policy based loan (PBL) and post program partnership framework (P3F) will contribute to sustainable reduction in poverty and inclusiveness in the short and medium term 
through six channels. The first is through improved macroeconomic stability as a prerequisite for economic growth. The second channel is strengthened public financial 
management for better service delivery to the poor. the third channel is through increased investment and enterprise start ups leading increased labor market hiring activity across 
most sectors. The fourth channel is through lower prices of tradable goods through increased integration within the region and rest of the world through trade policy reforms. The 
fifth channel is through improved farm incomes from improved incentives to produce and increased access to finance. The sixth channel is through inclusiveness of the poor in the 
education sector through reforms and increased public spending on education. 

Channel of Effect Effects on the Poor 
Mitigation or Enhancement Measures 

General Specific Direct Short Term Indirect Short Term Medium Run 

1. Macro- 
Economic 
Stability  

Managed floating exchange 
rate, improved monetary 
policy and autonomous 
central bank 

 Stable exchange rate 
and low inflation will 
support a stable macro-
economy. 

Low inflation and stable 
exchange rate will create 
real incomes benefiting the 
poor 

Elimination of remaining foreign currency 
controls 

Implementation of monetary policy framework 
which will target reserve money through interest 
earning deposit auctions 

Autonomous Central Bank of Myanmar (CBM) 
with limitations on CBM financing of the Union 
budget deficit will contain money supply growth 
and create a low inflation environment 

2. Strengthening 
public financial 
management  

Improved transparency in the 
budget planning process and 
produced more accurate 
budget estimates. 

Develop and implement a 
comprehensive PFM reform 
program with the aim of 
improving public service 
delivery. 

Improved transparency and 
integrity in taxation including 
raising the personal income 
tax threshold. 

Allow for improved 
prioritization of budget 
allocations with 
substantial increased 
allocations to the social 
sector including the 
education sector. 

 

Reduce the potential 
direct income tax burden 
on the poor. 

 Increased investments in 
the social sectors such as 
substantial Increased 
number of schools in rural 
areas.   

Better targeted public 
delivery of basic services in 
the urban and rural areas 

 

Tax reform may boost net 
tax incomes of poor 
households.  

The government will develop and implement a 
comprehensive PFM program that if 
implemented effectively will produce efficiency 
gains in the delivery of pubic services and 
ensure prioritization of spending. Establishment 
of internal control and audit systems will support 
greater transparency and accountability in the 
budget process.   

 

Government will establish a high level steering 
committee to over the development of a tax 
reform program based on principles of efficiency, 
integrity, and equity.  

3. Investment 
and enterprise 
start ups 

Foreign and domestic 
investment 

(non-resource sector) 

Increase in investment 
will support economic 
growth  

Increase in the number 
of enterprises including 
SMEs will create 
additional employment. 

Foreign investment will 
create linkages with local 
suppliers and further 
employment 
opportunities 

Foreign investment will 
create technology spillovers 
through labor turnover and 
demonstration effect 

 

Implementation of the new foreign investment 
law 

Reform to the companies act and registry that 
will reduce business start up costs 

Start regulatory reform program to reduce further 
the cost of doing business and therefore support 
sustained enterprise growth 

    Increased investment will 
create more formal 
employment in urban and 
rural areas 

Develop Comprehensive Education Sector 
Review to reform education sector and increase 
funding of post-primary education for skills 
development 
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Channel of Effect Effects on the Poor 
Mitigation or Enhancement Measures 

General Specific Direct Short Term Indirect Short Term Medium Run 

4. Lower prices Trade policy reforms  Continued reduction in 
non-tariff barriers 
through reform of the 
import licensing system 
will lower prices of goods 
to households thereby 
enhancing household 
welfare 

 Increased integration with 
regional economies and the 
rest of the world will 
increase opportunities for 
trade and investment and 
lead to increase incomes 
generated from the non-
resource sector.   

Reform import and export licensing system by 
implementing automatic and non-automatic 
licensing for exports and imports and gradually 
reducing items include d in the non-automatic 
list 

Strengthen trade facilitation measures (such as 
in sanitary and phyto-sanitary standards, 
certificates of rules of origins system) 

5. Improved farm 
incomes  

Poor to benefit from 
interventions to stimulate 
agriculture productivity, 
microfinance and financial 
inclusion. 

Interest and other 
investment income of 
poor households 
increase. 
 
Farm households 
increase exports of 
produce at higher 
international prices 

 Increase household savings 
lead to increase access to 
finance for investment 
activities and SME start-
ups.  
 
Increased farm productivity 
leads to higher incomes 
 

Government enacted the microfinance law and 
developing a roadmap for financial sector 
inclusion 

Government removed tax on exports of 
agriculture goods and reforming the export 
licensing system to increase trade opportunities 
for farmers. 

Government looking at ways to invest in rural 
infrastructure, reform support services and 
improve coordination among different agencies 
involved in agriculture. 

6. Investment in 
human capital 

Poor to benefit from 
improved education sector 
policy,  increased spending, 
investments, and access to 
post primary education (PPE) 

  Increased access to 
education will lead to higher 
PPE net enrollments of the 
poor, especially in the rural 
areas, increased skills 
development and better 
opportunities in the labor 
market. 

The Government is drafting the CESR and will 
develop a full costing of education sector 
investments with development partner support. 
This will also include strengthening public 
financial management for better service delivery 
in the education sector. 

Net Impact  
Channels of effect. The policy base loan aims to reduce the transaction costs in doing business through regulatory and trade policy reforms and strengthening relevant 

institutions/agencies such as the companies registry office. This in turn will increase the number of formal enterprises and jobs. Foreign investment will create jobs and promote 
technology diffusion. Trade reforms will lower prices of goods. Macroeconomic reforms will support lower price inflation and stable exchange rate. Interventions in agriculture aimed 
at stimulating rural development and reforms to education sector will increase benefits of growth to the poor. 
Time dimensions. The immediate impact of investment and the increase in the number of enterprises will be economic growth and jobs. Trade reforms will lower prices. Over the 

medium term, foreign investment will promote technology spillovers and lift longer term economic growth rates.  Reforms to education will support increased net enrolment rates in 
PPE and skills development over the medium to long term. 
Crucial Assumptions 

Adjustment costs of trade reforms will have some negative distribution effects on inefficient industries that will consolidate. This will be offset from new economic opportunities and 
job creation in newly emerging and competitive sectors of the economy.   

ADB = Asian Development Bank, MYA = Republic of the Union of Myanmar.  
Source: Asian Development Bank. 1
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