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PoLiCy no te

eXeCutive su MMar y

in the last fivey ears, M yanmar has seen a
political transition towards a democr atic sy stem
of government and from a sta te-dominated to a
market-oriented economy. it has also witnessed
a transition towards greater decentralization. The
union go vernment has taken sig nificant st eps
to str engthen its public financial management
system and impr ove fiscal transparency,b y
establishing new institutions ,pr ocedures,
and pr actices. establishing par liament’s P ublic
accounts committee,g rantingaut onomy
tothe c entralbank ,and cr eatingatr easury
department ar e some of the initia tives tha t
signal the government’s determination to reform
andr estructurethee xisting public financial
management system. With the publication of the
citizen’s Budget and theunion Budget| aw on the
Ministry of finance web portal, government has
demonstrated its willing ness to improve budget

transparency.

The union government has separ ated the sta te/
region go vernments’budgets fr om the union,
or national, budget. The states and r egions have
been given greater autonomy and r esponsibility
to pr epare their o wn budgets. The sta te/region
governments ar e also r esponsible for collecting
19 taxes and fees, although to date they have
largely c ontinued t o r ely on fiscal transfers (a
mix of shared revenues and grant transfers) from
the union level to fund their ac tivities. The grant
pool and the alloca tionst o statesandr egions
for the grant transfers are based on the M edium-
Term fiscal framework, which uses a simple
formula comprising six indicators. The scope and
mandate of the sta tes/regions t o make public
expenditures remains limited, however, as a ange
of expenditures and the administrative system at
the state/region level continue to be under the
control of union line ministries.

The budget, being a c entral policy document of
government, isaprimaryinstrumentoffiscal policy
that affects the func tioning and management of
the economy. The budget demonstrates how the
government will prioritize and resource its annual
and multiyear objectives, and allocates resources
to achieve the desired outcomes.

The budget pr ocessin M yanmarist op driven,
elaborate, and guided b y past practice. it begins
with M inistry of P lanning and finance (M oPf)
issuing the budget cir cularinS  eptember,
although for the financial year 2017-2018 ther e
was a delay, and the budgetauthorities issued the

budget circular in late November.

in M yanmar, the budget pr ocess is f ocused on
control, with emphasis on ¢ ontrolled processing
of tr ansactions and a voiding budget o ver-runs,
rather than on broader accountability for the
effective use of r  esources. further distinc tion
between capitalandr  ecurrente xpenditures,
and the use of inadequate budget classification
systems, fails to clearly link plans with budgets on
the one hand , and disc ourages the ar ticulation
of e xpected out comes and the assessmen t of

success or failure on the other hand.

MoPf receives limited f eedback. There is no
evidence that appraisal reports, if ther e are any,
are c onsidered in the c  ourse of pr eparing or
monitoring the budget. The government relies on
reports of the o ffice of the auditor general (0ag)
rather than on in ternal standards and r eview by
MoPf or the departments themselves. The oag’s
limited ¢ ompliance audits and financial audit
reports provide some f eedback t o M oPf about
compliance with minimumr equirements. The
focus of audits is transactions rather than systems
and pr ocesses. anin ternal audithasr ecently
been established, and the in ternal auditors have
received some br ief training. as of now, the role
of the internal audit continues to be limited to

checking transactions, before and after the fact,



to verify that all e xpenditures are booked t o the
correct ac counts and tha tall thetr ansactions
have been recorded. an internal audit manual has
been developed with the support of partners, but
it has not y et been accepted by the government.
The nasc ent in ternal audits in spending bodies

do not g ive ministry senior managers sufficient
assurance that financial systems and pr ocedures
are being well managed, that rules and egulations
are being observed and enforced, and hence that
government monies ar e being used efficiently

and effectively.

The national parliament has a fundamen tal role
in author izing budget decisions and holding
governmentt o ac count. | egislators and their
constituents should be inf  ormed par ticipants
in the na tional discussion of budget polic vy, for
which access to budget documen ts and da tais
necessary. overall, it appears tha t parliamentis
able to per form this r ole, and tha t go vernment
does pr ovide the nec essary documen tsand
reports.S ome par liamentarians ha ve used
social media t o inf orm their ¢ onstituents about
budget
newly c onstituted Join t P arliamentary accounts

proposalsand  appropriations. The
committee ( JPac) hasac tivelyr eviewed the
budget for fy 2017-2018 and has also suggested
budget cuts. The only formal mechanism for
holding the government to account is discussion
of the audit r eportsin par liament. in the past ,
these audit reports have been actively discussed
by JPac and the par liament. The audit report for
fy 2014-2015 is yet to be delivered to parliament,
and it remains to be seen how actively this report
will be r eviewed, as most leg islators are new t o
the process.
inadequate inf  ormation hampers public

discussionof ho wthego vernment spends
its resources on behalf of the public. The
government’s frameworkf or economicand
Social r eforms, and the Na y Pyi Taw accord on

effective D evelopment cooperation, pr ovide

for citizen par ticipation through inclusive policy
dialogue, inclusion in the political pr ocess, and
stepst o pr omote ac countability. This implies

citizens ar e a ware and inf ormed, ho wever, and
the reality is that a large section of the population
remains unaware and ther e are few avenues for
people’s par ticipation in the budget pr  ocess.
The Budget | aw provides a limit ed snapshot of
central government revenues, expenditures, and
financing, but ther e ar e sig nificant, unr eported
government oper ations, which under  mines

budget comprehensiveness and transparency.

The citizen’s Budget 2016-2017, or
Budget,"is

“People’s
a commendable effort to provide
some basic information to citizens and a first
step to increase awareness and impr ove budget
literacy. a ccess to meaningful information is a key
determinant of the success of public participation
in monit oring and ev aluating the go vernment
budget. The government, civil society, the media,
and the public all have a responsibility and a role
to play.

PoLiCy oPtions

enhancing thetransparency of Public Finances

Improve fiscal transparency.

in recent years, the government of Myanmar and
other stakeholders ha ve takenc ommendable
steps t o impr ove fiscal transparency. improved
media reporting, televised parliamentary debates,
budget analy sis by thir d par ties, and initia tives
by civil societ y organizations to improve budget
literacy and provide a platform for public debate
are some of the fruits of stakeholder initia  tives.
The enacted budget and the citizen’s Budgeta t
the union level are now available in the public
domain.

fiscal transparency would be further improved by
publishing ¢ omprehensive budget documen ts,



including inf ormation on debt obliga tions, and
making supreme audit institution (%i) reports and
the audited accounts of state-owned enterprises
publicly a vailable. The M oPf should c onsider
making public,inaf orm easily underst ood by

tstha t
e-budget

ordinary citiz ens, the budget documen
it alr eady pr oduces, such as the pr
statement, the e xecutive’s budget pr oposal, the
in-year report, and the y ear-end report. This will
not only improve fiscal transparency, but also
ensure fiscal discipline.

Continuing P ublicF inancial M anagement
r eforms

Strengthen the budget classification system.
Budget classification is one of the fundamental
building blocks of a sound budget management
system, asitdet ermines ho w the budgetis
recorded, presented, and reported, and as such
has adir ectimpac tonthetr ansparencyand

coherence of the budget.’

Myanmar’s cur rent classification sy stem does
not provide an adequa te framework f or link ing
This impedes

expenditurest opr ograms.

the effective alloca tionofr  esourcesand
hampers per formance ev aluations tha t ensur e
accountability. it can also pr event legislators and
the public from having any meaningful discussion
of the budget . The government should c onsider
improving the budget classification system in line
with international best practices.
Establishc omprehensive financial rules and
procurement guidelines.

MoPf provides a br oad framework f or financial
rules, and Dir ective 1/2013 of the pr  esident’s
office, Tender rulesin allowingt o conduct

investment activitiesand economic activities,

publishedon april 5,2013,c  ontains limit ed

guidance f orr eview and appr oval of public
procurements. each ministr y has dev eloped its
own set of procurement and financial rules. This
proliferation of different rules of ten compels line
departments to seek clar ifications and appr ovals
that hamper effective pr oject implemen tation
andleadt o inefficient budget managemen t.
The M oPf should e xercise g reater o wnership in
this area by developing uniform, comprehensive
financial and procurement guidelines to increase
clarity and efficiency at the operational level.

in addition, f or the sake of unif  ormity, as the
country has neitherac entral pr ocurement
authority nor any procurement law, the go vern-
ment should adopt comprehensive financial
regulations and procurement guidelinestha t
include in ternal appr ovalr equirements and
clear lines of author ity. The go vernment should
develop a pr ocurement la w f or public en tities
establishing the pr inciples and pr ocedures f or
contracts and purchases. Basic information on all
such awards should be made publict oimprove
accountability and transparency in the public
procurement system.

Strengthen int ernal monit oring andev aluation
procedures.

The M oPf receives limit ed f eedback on budget
preparation and e xecution. The e xisting sy stem
focuses more on control than accountability, and
the f ocus of budget monit oringisona voiding
overspending r ather than on the per formance,
efficiency, and effectiveness ofapr ogram or
activity. limited oag ¢ ompliance audits and
financial audit reports pr ovide some f eedback
to MoPf about the observance of minimum
requirements. The focus of audits is transactions

rather than sy stems and pr ocesses. The nascent

! Davina Jacobs, Jean-Luc Hélis, and Dominique Bouley, Budget Classification, (International Monetary Fund, 2009),

https://www.imf.org/external/pubs/ft/tnm/2009/tnm0906. pdf.



internal audits in spending bodies do not give
ministry senior managers sufficient assur ance
that financial systems and pr ocedures are being
well managed , tha trulesandr egulations ar e
being obser ved and enf orced, and henc ethat
government monies ar e being used efficiently

and effectively.

Performance, ev aluation, and v alue f or money
must become integral to the budget process. The
use of supplementary budgets, reappropriations,
savings, and surender suggests that an unrealistic
budget preparation process is failing to reflect the
needs of the spending agencies , and tha t there
is a disc onnectinthe budget bet ween needs
and alloca tions. To make budgets cr edible, the
government should routinely and openly onduct
prior evaluations of all substantive new policies to
assess their ¢ ongruence with na tional priorities,
clarity of objec tives, and an ticipated c osts and
benefits.

expenditure programs should be omprehensively
evaluated and regularly and objectively reviewed
(including associa ted staffing resources and

taxe xpenditures)t oinf ormandpr ioritize
resource allocation in line ministr ies and acr oss
government as a whole . The government should
build the capacity of the Rojecta ppraisal Progress
r eport D epartment t o conduct evidenc e-based
performance evaluations to ensure that programs
are per forming and tha t out comes ar e being

achieved. The go vernment should also ¢ onsider
soliciting thir d-party ev aluations of go vernment
programs and pr

ojectsb yaut onomous

institutions such as universities.

internal procedures to allow the go vernment to
periodically take stock of o verall e xpenditures

(includingtaxe  xpenditures), r eassess their

alignment with na tional pr iorities and fiscal
objectives, and consider the results of evaluations
in the budget execution phase, will make budgets
abett ert ool f orthe go vernmentt o tr anslate
national resources in to alloca tions for sustained
development.Toward this end a fully independert
internal audit organization should be established,
with tr ained staff, adequa te r esources, and a
clear mandate and char ter, to assure authorities
that risk management, governance, and in ternal
controls are working and that the ministries and
departments are achieving their objectives.

ensuring transparent and r ational
Prioritization of investment Projects
criteria, rules ,and pr  ocedures should be
developed f orthe P lanning D epartment, line
departments, and sta  te/region go vernments
to prioritize projects in their capital budgets.
This will enc ourage atr ansparentand r ational
process, and prevent projects from being chosen
based on the sta tus of their pr oponents. The
Budget Department should devise a similar set of
transparent criteria and guidelines f or appraising

budget proposals.?

ensuring effective o versight
Improve o versightb yO AGand enhance its
independence.

Provide security of t enure. under article 245 of
the constitution, the terms in office of the auditor
general and deputy auditor general are the
same as the pr esident’s. current legislation also
allows the pr esident t o r equire the r esignation
of an auditor general or deputy auditor general
who cannot dischar ge his duties efficiently.? To
better empo wer these officials tovigor ously

and impar tially dischar ge their duties , they

2 Roger Shotton, Zin Wint Yee, and Khin Pwint Oo, State and Region Financing, Planning and Budgeting in Myanmar:
What are the Procedures and What Are the Outcomes? (Renaissance Institute and The Asia Foundation, 2016), http://www.
burmalibrary.org/docs23/AF-2017-02-08-State-and-Region-Financing-Budgeting-and-Planning-in-Myanmar-en-tpo-red.pdf.

8 Constitution of Myanmar (2008), Article 245(c).



should have greater security of t enure and legal
protections fr om r emoval, in line with e  xisting
international standards.*

r educing the go vernment’s control of the oag’s
budget will alsoincr  ease its independenc e.
currently, the budget process treats oag like any
other go vernment depar tment, but ac cording
to in ternational best pr actices,an S ai, in this

case the oag, “should have available nec essary
and reasonable human, ma terial, and monetar y
resources, the e xecutive should not ¢ ontrol or
direct the access to these resources,” and “Sais
manage theiro wn budgetand alloca teitas

appropriate.” furthermore, “the legislature or one
of its c ommissionsisr esponsible f or ensur ing
that Sais have the proper resources to fulfill their
mandate,” and”“Sais have the right of direct appeal
to the leg islature if ther esources provided ar e
insufficient to allow them to fulfill their mandate.””
The oag should also publish its own audit report
once it has been tabled in the par  liament, and

place it in public domain.

To improve oversight of the use of public monies,
oag auditors need g reater capacity to carry out
risk-based and performance audits.To improve the
department’s efficiency, a mechanism is needed

to improve audit planning and e xecution, and to
ensure that ministries and departments comply
with audit findings and report back to theoag on
actiontaken.Theoag shouldinvestininformation
technology, t o suppor t bett er audit planning ,
and a ¢ omputerized f ollow-up mechanism. This
follow-up mechanism will enable the oagto
monitor ministr y and depar tment ¢ ompliance

with audit results and recommendations.

Enhance parliamentary oversight.

To improve parliamentary oversight of the budget
process, build the capacity of parliamentarians to
conduct meaningful budget analysis:

(@) conductshor ttr aining pr ogramst o
improve understanding of the budget
and budget pr  ocesses and unpack
information on government programs,
revenues, and expenditures contained in
budget and plan documents.

(b) Develop tr aining programs targeting
members of leg islative committees such
as JPac, the Joint Bill committee, and the
Public accounts committee (Pac)that
enable themt o scrutiniz e the budget
more effectively and pla y aninf ormed

role in assessing budget proposals.

The committees need adequa te staff and funds
to carry out their duties. JPac staff should have
the nec essary t echnical e xpertiseinr evenue
and e xpenditure f orecasting and implemen ting
monetary and fiscal policy. a unitoftr ained
researchers shouldbea  vailablet oc onduct
before- and af ter-the-fact analysis of the budget

and assist JPac in its debates.

committees and leg islators must ha ve sufficient
time t odiscuss and appr ove the budgetin
parliament. The annual budget timetable should
be reviewed and revised to allow the Hluttaw and
the Pac to examine the budget pr oposals atan

early stage.

4 International Organization of Supreme Audit Institutions (INTOSAI), INTOSAI Guidelines and Good Practices
Related to SAI Independence (Vienna: INTOSAI, n.d.), https://staticl.squarespace.com/static/57019a6db6aa607cbb909ab2/t/
5799315f2967f4a1f0619e3/1469657441073/3.4++ISSAI+11+-+INTOSAI+Guidelines+and+Good+Practices+Related+to+S

Al+Independence.pdf.
5 Ibid.



empowering People for Public Participation in
the Budget Cycle

Meaningful public fiscal informationis quit e
limited, r educing the chanc  es of public
engagement on these issues ,and inf ormation
thatis a vailable offers little insigh tin to budget
allocations that would allow stakeholders to play
an effective role in the budget process.

a first step t oward g reater citiz en in volvement
would be to make the plan and budget documets
publicly available in an easily understandable
form. TheBudget |aw,whichc ontainsa
comprehensive ac count of union go vernment
revenues, expenditures, and financing, should be
published.
increase budget lit  eracy and build public
awareness of the planning and budgeting
processes among c ommunity based
organizations, nongo vernmental or ganizations,
civil societ y or ganizations, the media, and the
general public. The go vernment c ould dev elop
instructional modules on the planning and
budgeting pr ocess and e xplore the useof TV
channels such as the Hluttaw c hannel to educate
the public . The go vernmentof M yanmar, its
development par tners, and civil societ y all ha ve

important roles to play in this.

establish pr ocedurest oincr ease meaning ful
public par ticipation. at the budget pr eparation
stage, for example, include the township budgets
that incorporate the adion plans deweloped by the
village committees into the state/region budgets.
Build a mechanismtha  tenlistsc ommunity
leaders to monitor how money is being spen t at
the local lev el. This will r equire the go vernment
to disclose the budget alloca tion that is available
for a program or a village. allow citizens to lodge
complaints, including anon ymous ¢ omplaints,
about misuse of public monies , C orruption,
or fr aud,and create an impar tial authorityt o
investigate ¢ omplaints. The findings of the
investigation should also be plac ed in the public
domain.
community-based, nongo  vernmental, and
civil societ yor ganizations ¢ ould assist the
government by c onveying lessons lear ned o ver
the last f ew yearsin M yanmar, as w ell as some
of the t echniques and t ools emplo yed in other

countries.

The table belo w pr oposes shor t-term (within
the next year) and long-t erm (within 3-5y ears)
policy options to improve budget monitoring and
accountability.

government gazette.

statement online.

oBJeCtive short -ter M oPtions Long -ter M oPtions
enhance the Publish the union Budget | aw Publish the budget documents, such
transparency of public online and in the government as the in-year report and the year-
finances. gazette. end report, and make them publicly

Publish the state/region
budget laws online and in the

Publish the pre-budget

available.

r emove the distinction between
capital and recurrent expenditures,
and reform the accounting and
budget classification system in line
with international standards.




oBJeCtive

short -ter M oPtions

Long -ter M o Ptions

r efine the planning and
budgeting process.

announce budget ceilings and
the budget calendar early in the
budget cycle.

Place the Medium-Term fiscal
framework analysis in the public
domain.

Develop comprehensive
financial and procurement rules.

Prepare sector strategies with
complete costing of investments and
recurrent expenditures.

Develop a procurement law for public
entities establishing the principles
and procedures for contracts and
purchases. Make basic information

on all such awards public, to improve
accountability and transparency in the
public procurement system.

ensure transparent and
rational prioritization of
investment projects.

Develop a set of criteria, rules,
and procedures to prioritize
projects.

Publish the criteria, rules, and
procedures, and conduct reviews
to ensure that they are consistently
applied.

Promote public
engagement and
feedback.

r aise awareness of the planning
and budgeting process and
increase budget literacy.

conduct public consultations
and elicit responses to the pre-
budget statement.

Develop a mechanism that allows
community leaders to monitor how
government monies are spent at the
local level.

incorporate the action plans
developed by village communities
into township budgets and then into
the union and or state/region budget.

establish a formal mechanism for
citizen complaints, and publish the
results of investigations.

Build a performance
and evaluation
mechanism.

Strengthen the internal audit
(ia) system and build the
capacity of ia staff.

Develop an ia manual.

explore the possibility of
independent evaluations by
autonomous bodies such as
universities.

establish an ia charter and an ia
committee.

r efine existing institutional
arrangements to periodically evaluate
programs and projects, and create

a mechanism to ensure that these
evaluations inform the budgeting
process.

Build the capacity of the identified
institutions to undertake independent
evaluations.

improve oversight of
public monies.

Build the capacity of legislators
and committee members.

Build oag’s capacity to conduct
performance audits.

Provide secure tenure to the auditor
general and deputy auditor general to
improve their independence.










