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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
1. This assessment summarizes governance issues in Myanmar and identifies the main 
governance-related risks. It emphasizes three themes in the Second Governance and 
Anticorruption Action Plan of the Asian Development Bank (ADB): public financial management, 
procurement, and anticorruption. A summary risk management plan is also included. The 
findings are preliminary and will be updated based on ongoing and planned governance-related 
studies. 
 
2. Governance. Good governance is central to ensuring priority spending is sustainable. 
Myanmar ranks poorly on most global indicators of governance. On government effectiveness, 
regulatory quality, rule of law, control of corruption, voice and accountability, and political 
stability, Myanmar consistently ranks lower than other countries included in most of the surveys.  
 
3. Public financial management. For priority spending to be sustainable in the medium 
term, the efficiency of public expenditure management needs to be improved by ensuring a 
balance between capital spending and recurrent expenditures, as well as between discretionary 
and nondiscretionary spending items (interest payments and wages). This will require (i) the 
continued reorientation of spending towards the priority sectors of education, health, and 
productive public infrastructure; (ii) improved public procurement, (iii) budget transparency and 
the alignment of the budget planning process with strategic objectives and priorities; (iv) better 
budget execution such as stronger cash management and better internal audit and control 
systems; and (v) improved budget reporting.  Recognizing the weaknesses in its PFM, the 
government in 2012 initiated reform measures to strengthen transparency that include: (i) 
applying the market exchange rate to foreign currency revenues and expenditures in the Union 
Budget; (ii) submission for the first time of the FY2013 national budget to the Parliament for 
approval; and (iii) publishing the Union budget law in the media.  
 
4. Procurement. Myanmar’s public procurement system has several major weaknesses. It 
does not effectively promote transparency, accountability, and competition in the procurement of 
goods and services. Management capabilities in public procurement are also weak. It will be 
important over the longer term to implement procurement reforms to improve transparency and 
accountability in public procurement, inject competition into the procurement of goods and 
services, and build institutional capacity and internal audit and control systems within 
government agencies.  
 
5. Budget preparation and credibility. Initial staff reviews found several gaps in budget 
preparation, including the lack of a multiyear perspective in fiscal planning and budgeting. Better 
public access to key fiscal information is needed in the budget documents. Revenue forecasts 
for budget preparation are often too ambitious, in part because of the weak forecasting 
capabilities at the Ministry of Finance and Revenue.  
 
6. Budget execution and controls. The government, ADB, and other development 
partners have identified several gaps in budget execution that need to be addressed both in the 
short term and over the longer term. These include weaknesses in recording and managing 
cash balances. Monthly (or even weekly) cash forecasting capabilities could be improved; and 
payroll controls, internal controls for nonsalary expenditures, and internal audits within line 
ministries could also be enhanced. 
  
7. Budget accounting, recording, and reporting. Accounts are not reconciled in a timely 
or regular manner. The information on resources received by service delivery units is limited. In-
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year budget reports on obligations, cash releases, and disbursements, which would allow 
effective tracking of indicators of budget efficiency, lack timeliness and quality. Accounts 
payable are recorded manually. Accounting standards need improvement to bring them closer 
to international standards. 
 
8. External audit. Oversight by the Office of the Auditor General is weak and audited state 
budget reports are not published. In the past, legislative review and scrutiny of budget reports 
has been limited, as has the participation of civil society groups in the budget planning process.  
 
9. Fiduciary risks. Fiduciary risk in public finance is expected to be high because of poor 
transparency and accountability mechanisms, as well as weaknesses in budget planning, 
execution, and reporting. Technical assistance will be required to support the government in 
reforming public financial management to lower the fiduciary risk. 
 
10. Corruption. Myanmar is rated very low in most international surveys on transparency 
and corruption. Mechanisms to deter corruption are by and large absent. Procurement systems 
are not transparent and suffer from low integrity. The cost of doing business is reported to be 
high. The government has taken some steps to strengthen anticorruption measures, including 
the publication of the FY2013 budget law. An anticorruption bill has been submitted to the Union 
Parliament, and an anti-corruption commission planned to be established.  
 
11. Risk management plan. To resume of operations in Myanmar, ADB needs to contend 
with both country-level and ADB-specific risks. An initial risk assessment and management plan, 
is in the table below. Early ADB technical assistance will help identify and improve institutional 
absorptive capacity. Program delivery will be closely monitored, and risks assessed and 
addressed on an ongoing basis throughout the interim strategy period. The program will remain 
flexible to allow adaptation to the rapidly evolving situation. 

 
Risk Assessment and Mitigation Measures 

Risk Assessment Risk Mitigation 

I.  Country-Level Risks 

A slowdown or reversal in implementing 
economic reforms may jeopardize economic 
growth and macroeconomic stability, and/or 
lead to popular frustration about the lack of 
tangible benefit to the public from the reform 
process. 

Implementation of economic reforms will be closely 
monitored and supported by ADB and other 
development partners. Institutional reform and 
capacity building will help shift reform support from 
a few key individuals currently to institutions. 
Delivery of activities with tangible poverty reduction 
impact will be prioritized. Dialogue with the 
government, the private sector, and civil society will 
be maintained, including management of 
expectations.   

Carrying out too many reforms too rapidly may 
lead to inferior development outcomes and 
require remedial action.  

ADB and other development partners will assist the 
government, through policy dialogue and technical 
assistance (TA), in managing the economic reform 
process, including the orderly sequencing of 
reforms and formulation of the necessary 
instruments for reform. 

Undue reliance on resource exploitation may 
lead to adverse environmental and economic 
consequences, perpetuate a narrowly based 
development approach, and weaken the 
government’s commitment to implementing 

ADB and other development partners will help the 
government establish environmental safeguards, 
standards, laws, and regulations. Efforts toward 
economic diversification will be supported through a 
range of instruments and modalities.  
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Risk Assessment Risk Mitigation 

policy and institutional reforms.  

Reform resistance. ADB and other development partners will help 
create the enabling conditions to build the 
constituency for reform in the government, the 
private sector, and civil society. ADB will support 
the reform process by helping the government 
achieve tangible results as quickly as feasible. 

Political factors may disrupt overall aid 
administration and management. 

The situation will be closely monitored together with 
other development partners. A flexible approach will 
allow adjustement to changing circumstances. 

Ethnic and sectarian conflicts may adversely 
impact on the reform process.  

The situation will be closely monitored. A flexible 
approach will allow adjustement to changing 
circumstances. ADB will develop and implement an 
effective consultation mechanism involving relevant 
stakeholders, especially in case of operations 
involving areas exposed to the risk of conflict. Do- 
no-harm principles will be applied. ADB staff and 
project teams will be guided by government 
advisories and assurances regarding areas where 
ADB operations can proceed in a safe manner.  

II.  ADB-Specific Risks 

Weak capacity of the government coupled with 
the expected increase in development partner 
engagement in Myanmar in terms of both scope 
and scale may overwhelm agencies responsible 
for aid coordination, and lead to unnecessary 
overlap and duplication of activities. 

ADB will work closely with other development 
partners to ensure close coordination of respective 
activities. Where feasible, ADB will pursue joint 
financing of projects. ADB will support government 
efforts to strengthen donor coordination. 

Weak technical and managerial capacity for 
planning and administering projects in line 
ministries may delay implementation.  

Capacity development is one of the priority areas 
for ADB assistance. TA will strengthen capacity for 
policy formulation, planning, and project 
implementation in executing agencies, including 
financial management and procurement.    

A lack of well-defined institutional mechanisms, 
systems, and procedures for approving 
proposed country programs of assistance and 
their components may put at risk the ADB 
program as a whole. 

ADB with other development partners will dialogue 
with the government to help establish appropriate 
mechanisms, systems, and procedures for 
approving country programs of assistance and their 
components. This will include proposals for 
delegation of authority where possible. ADB will 
support government initiatives to put in place such 
mechanisms, systems, and procedures.  

Strengthening of public financial management 
(PFM), including procurement and 
anticorruption mechanisms, may take a long 
time to achieve, thus complicating overall 
program and project administration and 
management, and engendering fiduciary risks. 

ADB operations will emphasize good governance 
and capacity development as key drivers of change. 
ADB will support fiscal transparency and systems of 
accountability in line with international good 
practice. ADB will support anticorruption activities 
and transparency in procurement, including the 
strengthening of procurement capacities and 
procedures. Proceeds from policy-based operations 
will  be shielded from government systems until 
they have developed acceptable standards, and 
ensuring that investment projects are not started 
until PFM has been raised to acceptable standards 
on the project level. 

 




