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PREFAGE

Six years into political and economic reforms, Myanmar has become a major recipient of
international aid. The Thein Sein government actively sought out international support for
its development and modernization agenda, and aid agencies responded with substantial aid
commitments and debt forgiveness since 2011.

In this period of rapid economic and political transition, important measures have been taken

to define strategic directions and develop the country’s aid architecture. Considering the limited
international cooperation in Myanmar before the transition, government and international
development partners have done well in forging the current system — an accomplishment which
has required significant efforts from both sides. However, there is still scope for improvement in
partnerships and important policy questions which are yet to be tackled. As large commitments
from donors remain unspent, there is great potential to improve the receptive capacity of national
partners and ensure that funds and future aid commitments are best leveraged to benefit Myanmar
people directly and improve lives.

The Asia Foundation is pleased to present this report, which describes the characteristics and
constraints of aid in Myanmar. It provides a historical grounding on international development
cooperation, an overview of current trends in aid provision, and analysis of particularly
challenging policy areas. The report draws on interviews conducted between June 2016 and June
2017 and survey data which covers donor programs in Myanmar as of November 2016.

The publication of this report is well timed considering the recent formation of Myanmar’s
Ministry of International Cooperation. We hope the report will support reflection on aid
programming in Myanmar and encourage more dialogue and debate between both the
government and its cooperation partners.

This report was generously funded by the World Bank through the Korean Trust Fund for
Economic and Peace-building Transitions, as part of the preparation for the ‘Contested Areas of
Myanmar Subnational Conflict, Aid and Development’ study. Views expressed in this report are solely
those of the author, Thomas Carr, and do not necessarily reflect those of the World Bank and its
affiliated organizations or those of The Asia Foundation.

Dr. Kim N.B. Ninh
Country Representative,

The Asia Foundation Myanmar
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INTRODUCGTION

Myanmar today is one of the world’s largest recipients
of international development assistance, often
referred to simply as “aid.” A history of
underinvestment has left the country with the highest
poverty rate in the region and critical deficits in
infrastructure and social services, making it a priority
for many development agencies. Myanmar was the
seventh-largest recipient of international aid in 2015,
and it is now the third-largest recipient per capita in
the region—behind only Cambodia and Laos, which
have far smaller populations. Expectations are for
sustained, high engagement with the international
community.

This reflects a significant change since the political
and economic transition initiated by the Thein Sein
government in 2011. Far from its current seventh,
Myanmar was just the 79th-largest recipient of aid
globally in 2010. Under the former military
government, levels of assistance were both far lower
and restricted primarily to health and humanitarian
programs. Yet, since the start of the transition,
Myanmar has actively courted international support
for its reforms, and international aid agencies have
responded with significant debt forgiveness and new
programs. This has brought about a significant
proliferation and diversification of funding agencies
in Myanmar, which now also fund a broader range of
activities, with many of the largest donors prioritizing
energy, transportation, and rural development. The
mode of delivery has also changed: most new funding
has been distributed through the government and
financed with loans.

Following the inauguration of the NLD government
in March 2016, it is time to take stock of aid to
Myanmar and reflect on how policy has evolved.
Though the policies and programs governing this aid
have developed significantly since 2011, much
remains undetermined, with potential for significant
positive reforms. Many large commitments from
donors remain unprogrammed or unspent, and there
are still important policy questions to be resolved in
the country’s new aid-management architecture. This
leaves significant opportunities to improve practice
and to better leverage aid to support the country’s
development aspirations.

The need for such reflection is particularly pressing
because Myanmar presents a distinctly challenging
environment for effective aid programming. Political
and economic changes are occurring rapidly, creating
competing priorities for international assistance. The
country faces multiple distinct humanitarian crises—

some from protracted conflict, others the result of
periodic natural disasters—and an ongoing peace
process. The country’s complex security situation
poses significant challenges, with many nonstate
armed groups active across the country, and ongoing
violence in Kachin State and northern Shan State.
There are also challenges in coordinating the large
and diverse array of funding agencies in the country.
Providing meaningful assistance in this setting, while
minimizing the risk of doing harm, is a stark
challenge for aid actors.

In this context, it is also important to acknowledge
the limited influence of aid, which is only a small
component of overall development finance. The
Myanmar government already raises considerable
domestic revenue, and aid is small relative to the
national budget—approximately 4 percent in 2015. In
addition, remittances have approached levels similar
to aid over the past several years, and since 2011 there
has been almost twice as much foreign direct
investment as aid. Trade has also expanded
significantly since the country’s political and
economic transition began. In this environment, the
task for aid policymakers is to identify the unique
contribution that this funding can make—which
often derives from its flexibility and ability to leverage
global expertise—and to ensure it best complements
the other factors driving development in the country.

To support reflection on aid programming, this
report provides an introduction to aid in Myanmar,
including historical grounding, some novel
quantitative data on donors’ current priorities, and
analysis of several particularly vexing policy areas.
Recognizing the unique challenges of delivering aid
where there is limited experience of international
development cooperation, the report places a special
emphasis on clearly defining key terms and explaining
the policy frameworks that have guided the
international community’s engagement with
Myanmar. The first chapter focuses on the history of
aid to Myanmar. The second, on the analysis of key
trends in current assistance. The third chapter
discusses several of the priority policy questions for
development cooperation in Myanmar moving
forward. An annex containing key definitions
provides more detail on useful terminology.

Data collection for this report took place between
June 2016 to July 2017. The report draws on
interviews, secondary sources, and quantitative
analysis, including an independent quantitative
dataset on donors’ programs in Myanmar in



November 2016. Over 40 interviews were conducted
in Yangon between June 2016 and June 2017 to better
understand donor priorities in Myanmar. For the
quantitative data, a survey was conducted to establish
a rigorous accounting of donor programs in
Myanmar. Based on prior estimates of international
assistance, a list of 25 target donors was created, of
which 21 ultimately provided data. This was collected

Box 1: Defining “aid”

in alignment with the standards used for the Aid
Information Management System in Myanmar.
Further data on aid was drawn from the Organization
for Economic Cooperation and Development’s
Creditor Reporting System Aid Activity Database,
and the Myanmar Information Management Unit’s
Who, What, Where dataset.




Chapter 1

A BRIEF HISTO
TO MYANMAR

Myanmar has a distinct history of development
cooperation, due to its relative international isolation
for the past several decades. There are clear legacies
of this history today, including the presence of
numerous activist groups based in Thailand, limited
government experience liaising with development
organizations, and limited donor understanding of the
politics of development in many of Myanmar’s states
and regions. While much has changed since 2011,
understanding this history remains essential for
effective development cooperation today.

The sections below divide the history of aid to
Myanmar into four postindependence eras. The first
era, which runs from independence, in 1948, through
1988, saw the international community engage
sporadically, uncertain how to respond to changes in
government and refusal to repay loans. After 1988, the
country entered a period of greater isolation, during
which most aid providers closed their Myanmar
programs, and support was restricted primarily to
health and humanitarian channels. This changed in the
third era, with the reforms of the Thein Sein
government and subsequent large-scale reengagement
by the international community. The fourth era began
with the NLD government assuming power, though it
remains to be seen how significantly the new
government’s changing aid policies will reshape
development cooperation in the country.

1.1 Aid after independence

In the aftermath of World War 11, the newly
independent Myanmar received support from several
foreign governments. The most significant was Japan,
which in November 1954 signed a peace treaty with
Myanmar that both normalized diplomatic relations
and committed Japan to providing US$250 million in
war reparations to Myanmar, paid out between 1955
and 1965.° Of this total, US$200 million was to be
used for the purchase of Japanese goods and services
for reconstruction purposes, while the remaining
US$50 million was reserved for technical assistance
and Myanmar-Japan joint ventures.” Other donors
maintained small programs at this time, including
technical assistance from Australia® and the United
States.”

RY OF AID

With the advent of the military regime in 1962, several
foreign aid providers ceased working with the
Myanmar government, though Japan remained. While
the United States and Australia both closed their aid
programs in 1962," and relations with China became
increasingly strained over the presence of the
Kuomintang in northeastern Myanmar," Japan
expanded its support with a further US$140 million,
paid out between 1965 and 1972, on the grounds that
reparations to Myanmar were insufficient compared to
those given to other Southeast Asian countries.'” This
period saw the launch of several significant projects,
including the Baluchaung hydroelectric project in
Kayah State, which provided around 40 percent of the
total electricity supply in the country at the time, and
the “four industrial projects,” which funded assembly
plants for the manufacture of light vehicles, heavy
vehicles, agricultural machinery, and electrical items."
Aid from Japan continued to grow significantly in the
1980s. In 1987 Japanese aid made up 71.5 percent of
all foreign aid received and constituted 20 percent of
the country’s national budget."

Otherwise, engagement during the 1970s and 1980s
was limited. The major development banks in the
region, the World Bank and Asian Development Bank,
were leading lenders, but they were forced to close
their programs in the 1980s. Providing its first loan in
1956 for the modernization of railway and water
transport, the World Bank ultimately implemented 35
projects before ceasing operations in Myanmar in
1987, when the government stopped making loan
repayments.”” The ADB started working in the
country later, with Myanmar only becoming a member
in 1973. Between 1973 and 1988, the ADB approved
32 loans, totaling US$531 million, and 38 technical
assistance grants, worth US$11 million to the
country.'® In 1988, the ADB also withdrew from the
country when the Myanmar government stopped
making repayments.”” Given these recurrent political
challenges, development cooperation in Myanmar was
already relatively fragmented before 1988, when
political events forced a fundamental shift in how the
international community engaged.



1.2 Aid under the SLORC/SPDC government,
1988-2011

The violent suppression of political protests in 1988
prompted a dramatic realignment of Myanmar’s
foreign economic relations, including a temporary
suspension of all foreign assistance to Myanmar, as
foreign governments closed their embassies in Yangon
and evacuated their personnel. The United States,
Japan, West Germany, Great Britain, and other
European states all suspended their support at the
time." The politics of this suspension were felt much
more acutely in Japan than elsewhere. Much of the
foreign donor community, including a particularly
important ally, the United States, was in favor of
cutting foreign aid to the country entirely.” In January
1989, however, the Japan-Burma Association sent a
petition for the restoration of relations and aid flows
to Myanmar to the Japanese government, citing the
large financial losses that Japanese companies working
on ODA projects would suffer if aid continued to be
suspended, and the danger that Japan’s withdrawal
would create a vacuum in which other countries from
the region, such as Singapore and South Korea, would
gain dominance in the Myanmar market.”’ As a result,
in February 1989, Japanese aid started flowing again,
though in smaller amounts. Japan’s average annual aid
allocation to Myanmar fell from US$154.8 million, in
the last decade of the previous regime, to US$86.6
million in 1989-1995, and just US$36.7 million in
1996-2005.”"

During this period, the regime pursued greater

collaboration with China and greater regional trade
integration. China was the first country to recognize

FIGURE 1
Aid commitments to Myanmar, 1996-2011
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the new State Law and Order Restoration Council
government, and grew to become an important aid
actor under this regime, making its first major grant to
Myanmar, of US$8.9 million, in 1991, and committing
an additional US$8.6 million as an interest-free loan in
1993.2 Between 1997 and 2006, China provided
US$24.2 million in grants to Myanmar, US$482.7
million in subsidized loans, and US$1.2 million in debt
relief.” In parallel, SLORC changed Myanmat’s
economic policy by opening the country to foreign
investment in 1989.* This coincided with a petiod of
broader strategic economic integration within
Southeast Asia, in which Thailand, Singapore, and
Malaysia made large investments in Myanmar.*

The OECD aid community’s consensus on restricting
assistance to Myanmar began to change in the early
2000s, when governments like the United Kingdom,
Australia, and the European Union began to advocate
reengagement. As shown in figure 1, aid to Myanmar
started to grow at a low but relatively consistent rate
from 2001 onwards. The UK posted an aid officer to
the Yangon embassy in 2004, and strategy documents
from the time pointed to the comparatively low levels
of assistance per capita the country was receiving.*
Australia went through a similar process.” Although
the EU at the time was working solely through their
humanitarian arm, they consistently adopted a pro-
engagement stance, and their 2007-2013 strategy
outlined the benefits of closer engagement.*

The United States continued to favor isolation of the
military regime, however, and this created some
challenges, perhaps best exemplified by the experience
of the Global Fund to Fight AIDS, Tuberculosis, and
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Malaria. The Global Fund signed its first grant
agreement with the Myanmar government in 2004,
and had budgeted to provide US$98 million of
assistance over five years, before being shut down
under intense pressure from Washington-based
activists and U.S. government officials.”” In response
to this, several European countries, alongside
Australia, established the Three Diseases Fund (3DF)
to replace the Global Fund in pursuing this health
agenda across Myanmar. The new fund ran for six
years and distributed US$138 million to support the
eradication of HIV/AIDS, tuberculosis, and malaria
in Myanmar.”

Further change in the international community’s
engagement with Myanmar came with the
humanitarian crisis caused by Cyclone Nargis, which
struck Myanmar in May 2008 and is estimated to have
killed some 130,000 people. Although the regime
initially denied access to many organizations, the
eventual scale of the humanitarian response brought
large numbers of new organizations into Myanmar.
While local civil society organizations were the main
actors in emergency response, there was a significant
influx of INGOs: before the cyclone, around 40
INGOs were on the ground; the next year, the
number grew to over 100, but by 2011 it had stabilized
at around 65.°" A similar dynamic is visible in the
volume of international assistance provided at the
time: although there was a surge in humanitarian
response and recovery activities in 2008 itself, this
dropped in 2009 to levels consistent with the rate of
growth before Nargis struck.

FIGURE 2

1.3 Aid under the USDP government, 2011-2016

The political and economic transition initiated by the
government of President Thein Sein brought
significant change to Myanmar’s aid landscape. In
stark contrast to the closed nature of the previous
regime, the new government welcomed support from
the international community in pursuit of
development and modernization.”” As confidence in
the scope and sincerity of the government’s reform
agenda increased, the international community took
several steps to normalize aid relations, including
significant debt forgiveness, the reentry of large,
multilateral funding organizations, and the
proliferation and expansion of bilateral aid programs.
This greater engagement with the government initially
attracted controversy, as many wondered whether the
reform program pursued by the regime was genuine.”
In contrast, supportive commentators at the time
stressed the positive potential of development
assistance in a country with some of the highest
poverty levels in Southeast Asia,™ and of the need to
support the democratic transition process.”

Debt forgiveness undertaken in 2012 and 2013 was an
essential foundation for the restoration of aid
relations with Myanmar. At this time, the country had
an estimated US$10.6 billion of international debt that
would need to be addressed for lending to restart.”
Japan had a central role in this process, forgiving
US$3.7 billion during a visit by President Thein Sein
to Tokyo in April 2012, and a further US$1.74 billion
during a visit by Japanese prime minister Shinzo Abe
to Myanmar in May 2013.”” Myanmat’s debts to the
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World Bank and the Asian Development Bank,
totaling approximately US$900 million, were cleared
using a bridging loan from Japan in January 2013.%®
Notway also cancelled a US$534 million debt at this
time.”” This was accompanied by an agreement with
the Paris Club, a group of international donor
countries, to write off approximately 50 percent of
the Myanmar government’s remaining debt and to
reschedule the remaining payments over the next 15
years.* This created space to quickly establish new
concessional loans, with Japan providing US$2.2
billion," the Wortld Bank launching US$520 million in
new programs in 2013," and the Asian Development
Bank starting with US$572 million of new activities.”

This was accompanied by a significant expansion in
the presence of bilateral donors and international
organizations. Many foreign governments that had
previously engaged with Myanmar through a regional
office, such as in Bangkok, established new offices in
Yangon. This included some donors who now have
some of the largest bilateral aid programs in the
country: the European Union opened a formal
delegation to the country in 2013,* and USAID
reopened its mission to Myanmar in 2012. A range
of smaller donors also opened new offices, including a
section office for Sweden in 2014, a new embassy for
Denmark in 2014, and an embassy for Switzetland
in 20127 While many donors opened new offices
and expanded funding, most previously had programs
in Myanmar: OECD data shows that in 2015,
Myanmar had 39 different donors working in the
country—up from 29 in 2011 and similar to
comparable regional aid recipients like Vietnam and
the Philippines. These figures do not reflect the large
number of non-OECD donors present in the country.

The increase in funding was clear, however, with
consistent and significant growth in aid after 2011, as
shown in figure 2. From a low base of US$357 million
for 2011, aid commitments doubled in 2012 and
spiked dramatically in 2013 as debt forgiveness and
new loans, primarily from Japan, came into effect.
After receding from the 2013 peak, commitments for
2015, at US$3.4 billion, were still almost 10 times
higher than their 2011 levels.

The transition also saw new sources of aid become
available. These included global development trust
funds, which do not maintain offices in Myanmar but
have channeled significant aid commitments through
different country-level implementing partners. The
flows of several of these funds are larger than many
prominent bilateral donors. For example, the Global
Alliance on Vaccines and Immunization (GAVI) grew
from a portfolio of US$1.6 million per year in 2010,
to US$28 million per year in 2016.* Having disbursed
some US$47 million between 2004 and 2010 in
Myanmar, the Global Fund to fight AIDS,
Tuberculosis, and Malaria disbursed a further US$381

million in the next six years, from 2011 to 2016.* The
Global Environmental Facility channels money to
Myanmar through both national and regional
initiatives, and has active projects worth over US$56
million in its Myanmar-specific portfolio.”

The Thein Sein government’s term also saw the
development of new aid-management architecture in
Myanmar. The Foreign Economic Relations
Department (FERD) of the Ministry for National
Planning and Economic Development (now the
Ministry of Planning and Finance) was the focal point
for government engagement with aid actors. In order
to establish closer collaboration with line ministries,
there were also 17 sector working groups established
with joint donor and government participation.”’ This
period saw the release of a significant number of
development policy documents by government. Three
of the released policies were particularly important for
the aid community:

1. Nay Pyi Taw Accord on Effective
Development Cooperation (2013). A framework
of eleven overarching commitments, made jointly
between government and donors, which
referenced and adapted international
development-effectiveness prescriptions for
Myanmar.>

2. Guide to International Assistance in
Myanmar (2014). This expanded on the Nay Pyi
Taw Accord to provide detailed guidance on
procedural matters for development partners’
engagement in Myanmar.”

3. Framework for Economic and Social Reforms
(2013). Developed at the request of the Office of
the President and the Ministry of National
Planning and Development, this document
outlines development policy priorities through
2015, and was intended to link current
government processes into the National
Comprehensive Development Plan, a longer-term
planning document under development at the
time. In this period, the Framework for Economic
and Social Reforms became the core document
for donor understanding of the government’s
development priorities.”

FERD led a range of further initiatives during this
time: Myanmar officially became a member of the
International Aid Transparency Initiative (IATT) in
2014> and joined the Global Partnership for
Effective Development Cooperation (GPEDC),
submitting in 2016 the first monitoring survey on
development effectiveness in Myanmar.”® FERD also
manages the Aid Information Management System,
launched in 2015. The AIMS is a central public
database of all aid projects that have been, are being,
or will be implemented by donors in Myanmar—
though its completeness is dependent upon donors
updating their own information.”’



Donors also significantly improved coordination
among themselves under the Thein Sein government.
Before this, some coordination occurred through the
Partnership Group on Aid Effectiveness, an informal
group of bilateral donors that started meeting after
Cyclone Nargis.”® Structures became more formalized
in 2013, with the establishment of the Development
Partners Group, which was open to all Myanmar’s
bilateral and multilateral donors and met
approximately six times per year.”” This was
supported by the Development Partners Working
Committee, a smaller executive body that met with
government on a bimonthly basis.

These donor and government structures oversaw aid
management in Myanmar until reforms under the
NLD government in 2016. Altogether, they managed
a portfolio of ODA totaling US$13.7 billion in
commitments between 2011 and 2015, of which
US$10.3 billion was disbursed. This is an incredible
increase from the previous five-year period, which saw
only US$1.5 billion in commitments and
disbursements.”” This transition—the result of
significant work from government and the
international community in both policy and
programming development—brought Myanmar out
of isolation and into the world of contemporary
international development cooperation.

1.4 Aid under the NLD government, 2016-present

After the NLD won the elections in November 2015,
there was considerable speculation that many of these
trends would accelerate, but there has since been more
continuity than change. There have been several major
new funding announcements, but not the surge that
some believed might occur.”’ The most significant of
these was Japan’s announcement of US$7.73 billion
over the next five years at the ASEAN summit in Laos
in October 2016.% While this is a significant amount,

it remains unclear to what extent this is truly new
funding and to what extent it refers to existing
commitments. Beyond this, the largest new
commitment was an announcement of €200 million
from France.”” The European Union also released a
new Myanmar strategy, flagging the potential for
greater support to the government.** Overall, while
confirmation will need to wait until the OECD figures
are released, there does not appear to have been a
significant spike in commitments compared to the
final year of the USDP government.

Change is more prominent in government and donor
structures for the management of aid. The
government has established a new high-level platform
for coordination, policy development, and decision-
making on aid projects, the Development Assistance
Coordination Unit (IDACU), as well as several joint,
donor-government decision-making bodies. In
addition, a new Development Assistance Policy is
under development, and the sector working groups
have been streamlined and renamed. The donors have
reformed their coordination body, replacing the
Development Partners Group and Development
Partners Working Committee with the new
Cooperation Partners Group (CPG), and establishing
dedicated “work streams” to address key challenges
faced in the delivery of aid.

With these new structures in place and beginning to
produce new policy outputs, it remains to be seen
whether aid under the NLD government will take a
markedly different course than under its USDP
predecessor. To better understand where the country
is today, and what options government and the
international development community have moving
forward, the next section presents a comparative and
more comprehensive overview of what aid looks like
under the NLD government and where it may go
from here.



Chapter 2

UNDERSTANDI

NG AID

TO MYANMAR TODAY

Through the changes that have taken place since 2011,
Myanmar has increasingly moved toward development
cooperation that is similar to its neighbors and to
standard global practice. This chapter provides an
analysis of six of the key features of aid within this
system: its volume, providers, sectors, locations,
financing, and coordination. Across these six areas, aid
since 2011 has moved closer to what would be
expected based on comparative practice. The
subsections below explore each of these six areas in
greater depth, identifying the key changes that have
occurred in each.

2.1Total aid volumes

Myanmat’s reengagement in international
development cooperation has seen aid volumes
increase significantly, and the country is now, by global
standards, a major recipient of aid. A total of US$13.7
billion was committed to Myanmar between 2011 and
2015, and over US$10.3 billion disbursed, making
Myanmar the 13th-largest recipient of aid

FIGURE 3

commitments globally for this period. In terms of
annual figures, the 2013 peak made Myanmar the
third-largest aid recipient globally that year, but even
with lower levels in 2014 and 2015, Myanmar
remained at fifth and seventh position in the world,
respectively (figure 3).

Myanmar is also a major recipient of aid per capita. As
shown in figure 4, per capita commitments to
Myanmar increased roughly tenfold between 2010 and
2015, while the country in the region with the next-
highest increase, the Philippines, experienced only an
approximate doubling of per capita assistance.
Myanmar still has lower levels of aid per capita than
either Laos or Cambodia, but this is unsurprising
given the small populations of these countries: due to
diseconomies of scale, aid per capita is consistently
higher in small states.®”

As a result of these increases, there is a large body of
projects under implementation today. When the
survey conducted for this report was completed in

Twenty largest recipient countries for 0DA commitments, 2015

Aid commitments (billion USD)

Afghanistan
Philippines
Indonesia
Vietnam
India
Ukraine
Myanmar
Kenya

Bangladesh

Ethiopia
Oceania, total
Jordan
Syria

Irag
Tanzania
Pakistan
South Africa
South Sudan
Mozambique
Uganda

Source: OECD Creditor Reporting System Aid Activity Database



FIGURE 4

ODA committed per capita across Southeast Asia, 2010 and 2015
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B 2015
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November 2016, donors reported 522 projects
underway, with a combined budget of US$8.6 billion,
of which US$2.3 billion had been disbursed.® These
figures understate open commitments, as they do not
include either announcements made after November
or those made too recently to have been formalized
into donors’ project records. This implies that there is
a minimum US$6.3 billion of forthcoming aid
expenditure that can be incorporated into planning;
Better management of these funds, either by

FIGURE 5

Indonesia Philippines Thailand Myanmar

Source: OECD Creditor Reporting System Aid Activity Database

government or by the donor agencies, can still
improve their impact on Myanmar’s development.

While these commitments are high, they are also
consistent with Myanmar’s relatively high poverty
levels. As shown in figure 5, Myanmar has the highest
rate of poverty among all its Southeast Asian
neighbors, 25.6 percent, and the World Bank suggests
it may be as high as 37.5 percent.”” While this is only
marginally higher than the Philippines or Laos, it is

Percentage of population below the national poverty line in Southeast Asia, 2010

Myanmar Laos

Philippines

Cambodia

Indonesia Thailand Vietnam

Source: Asian Development Bank. 2014. Country Diagnostic Study — Myanmar: Unlocking the Potential. ADB: Manila.



significantly more than Cambodia and Vietnam, which
receive per capita aid in similar volumes to Myanmar.*
These comparatively high poverty levels have been
cited by several donors in their early strategy
documents following re-engagement with Myanmar.®

It is also important to note that aid to Myanmar
remains relatively low compared to the overall

MAP1
Aid disbursements as a percentage of total government expenditure, 2015™

Myanmar
6.4%

Cambodia
32.3%

economy, though more considerable when compared
to the government budget. The US$1.2 billion in
disbursements made in 2015 was only equal to around
2 percent of Myanmar’s gross national income for the
year, but amounted to 6.4 percent of the
approximately US$18.5 billion Union budget.” As
shown in Map 1, though this is far lower than
countries in the region like Cambodia or Laos, it is

Philippines

Source: Figures for Cambodia, Laos, and the Philippines drawn from the World Bank. https://data.worldbank.org/indicator/DT.0DA.ODATXP.ZS

FIGURE 6
FDI to Myanmar, 2004-2015

FDI (billion USD)

2004 2005 2006 2007 2008

2009 2010 2011 2012 2013 2014 2015

Source: http://www.dica.gov.mm/sites/dica.gov.mm/files/document-files/year_sector.pdf
Note that the large spike in 2010 was driven by several major Chinese investments.



significantly higher than larger countries with a longer
history of development cooperation, like the
Philippines and Thailand.

Aid to Myanmar also needs to be considered alongside
other sources of development finance, including trade,
remittances, and foreign direct investment (FDI).
Trade has grown significantly since the transition
began, with the total value of imports and exports
rising from US$18 billion in 2012-2013 to US$29
billion in 2016-2017.* While data on remittances
remains incomplete, the World Bank estimates that
Myanmar has received over US$3 billion each year
since 2014—approximately the same as aid
commitments in 2014 and 2015.”* Foreign direct
investment has also grown since 2011: while aid

Box 2
Financing for development

commitments totaled $13.7 billion in 2011-2015, FDI
over the same period was approximately US$27.6
billion.” This is similar to many countries, as global
flows of private capital vastly exceed development
assistance each year.”

Overall, although aid to Myanmar is currently high,
and this presents a significant opportunity, these levels
are consistent with the level of development in the
country, and are not high enough to make aid a major
driver of development in Myanmar. Enthusiasm for
the opportunity presented by the current high volume
of aid needs to be tempered by an appreciation of the
specific role of aid as just one source of finance for
the country’s development objectives.”




2.2 Aid providers

There are now more aid providers working in
Myanmar than at the start of the transition. Between
2011 and 2015, the number of donors tracked
through the OECD system increased from 29 to 39,*
though this would be a conservative estimate of
donor numbers: many implementing organizations
bring smaller volumes of core funding into the
country, and there are donors who are not tracked by
the OECD. An upper estimate would be the 85
distinct development partners tracked through the
government’s Aid Information Management System,
though it is unclear how many of these provide their
own funding,®

The majority of funding comes from a small subset

FIGURE 7

of these donor agencies, creating the “long tail” of aid
provision pictured in figure 7. The top three donors
alone constitute 54 percent of all open commitments
to Myanmar in November 2016—although recall that
these figures excluded non-OECD development
partners from the region, including China, India, and
Thailand. While it is difficult to estimate these
countries’ spending, as they do not release public
reports using OECD standards, section 3.4, below,
presents qualitative analysis of their Myanmar
programs. It is worth noting that, beyond the major
bilateral donors and development banks, the transition
also saw the entry of more specialized agencies,

like the GAVI, the Global Fund, and the Global
Environmental Facility. As shown in figure 7, these
funds have mobilized resources that exceed the
commitments from many bilateral donors.

Approximate commitments to Myanmar by cooperation partner, active projects as of November 2016
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Source: The Asia Foundation Aid Data Verification Survey 2017. See Annex A on methodology
TABLE1
Ranking of providers by commitment to countries in the region, 2015
INDONESIA VIETNAM LAOS CAMBODIA PHILIPPINES
1. Japan 1. Japan 1.  Korea 1. Japan 1. Japan
2. Germany 2. World Bank 2. ADB 2. France 2. United States
3. Australia 3. ADB 3. World Bank 3. ADB 3. Korea
4. France 4. Korea 4. Japan 4. Global Fund 4. France
5. United States 5. Germany 5. European 5. United States 9. Australia
Union
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Approximate dishursements to Myanmar by cooperation partner, active projects as of November 2016
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Looking across the region, these donors are some of
the largest aid providers in many other countries. As
shown in table 2, Japan, the United States, and the
Asian Development Bank are frequently among the
top five providers of aid in Southeast Asia. One
difference in Myanmar is the United Kingdom’s
position, which is higher than in any other country in
the region, likely reflecting historical political
engagement in the country.

The ranking of aid providers by disbursements (figure
8) differs from their ranking by commitments. There
are smaller differences between the major donors,
suggesting that those with the largest commitments
have not been able to disburse these sums quickly.
This is likely due to the large commitments made in
the infrastructure sector, as the major infrastructure
investors—TJapan, the World Bank, and the Asian
Development Bank—all have relatively large
discrepancies between their commitments and their
disbursements. Bilateral donors working in sectors like
health and education, or working largely with civil
society, seem to have disbursed a larger proportion of
their commitments to date.

2.3 Major aid sectors

The sectors targeted by aid actors have also changed
during the transition. As is the case globally, most aid
to Myanmar targets a relatively small number of
sectors: approximately 50 percent of all funding
commitments are allocated to the energy, health, and
transport sectors.* These are not necessarily the
sectors with the greatest disbursement, however, with
spending in the energy and transport sectors
remaining relatively low (figure 10). In these cases, the
largest commitments were typically only made in the
last couple of years, and these complex projects

FIGURES

require significant time to become operational.
Disbursements are highest in the health and education
sectors, where there has been a longer track record of
support.”’

As shown in table 3, aid to Myanmar focuses on
similar sectors to other countries in the region. While
the rankings vary, there is a core set of seven sectors
that are combined in different ways to make up the
top five sectors in all countries. The frequency with
which transport and energy appear at the top of this
list is particularly striking, and reflects the scale of the
investments required to build infrastructure in these
sectors. Myanmar’s top eight sectors include these
seven and the “other multisector” category, which is
the fourth-largest sector in the November 2016
survey. In Myanmar, this sector is dominated by the
World Bank’s National Community Driven
Development Program (NCDDP), which is the single
largest aid project in the country. As explained in
greater detail in box 3, while this project focuses on
small-scale infrastructure investment, it is difficult to
assign it to a single sector, as decision-making on how
funds are spent is devolved to the local level.

Figure 11: Commitments to selected ODA sectors in
Myanmar, 2006-2015

The current distribution of commitments across
sectors is significantly different than before the
transition. While health spending has been a priority
for aid to Myanmar over a longer period, the
dominance of the energy and transport sectors
reflects a significant change in aid priorities for
Myanmar. As shown in figure 11, high commitments
to the health sector have long significantly
overshadowed commitments to these latter sectors.
The major commitments to the energy and transport
sectors have started much more recently, with a wave
of infrastructure projects that started in 2015. This

Largest recipients of Japanese 0DA, 2015 (left), and Japanese ODA sectors in Myanmar, 2016 (right)

Commitment (billion USD)

Ellllu

Philippines Vietnam Myanmar Ukraine Indonesia  Bangladesh

Source: OECD Creditor Reporting System Aid Activity Database
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FIGURE 10

Top 15 sectors by ODA commitments and dishursements, November 2016

Aid commitments to Myanmar (billion USD)

Energy generation and
supply

Transport and storage
Other multisector
Basic health

Health, general
Agriculture

Water and sanitation

I Disbursements [l Commitments

society
Industry
resolution
Education
services

Government and civil
Conflict prevention and
Emergency response
Reconstruction relief
and rehabilitation
Developmental food aid/
food security assistance
Business and other

Source: The Asia Foundation Aid Data Verification Survey 2017

TABLE 2

Ranking of sectors in comparable regional countries, 2015

INDONESIA VIETNAM LAOS CAMBODIA PHILIPPINES

1. Energy 1. Transport 1. Energy 1. Transport 1. Transport

2. Transport 2. Agriculture 2. Health 2. Healt 2. Education

3. Education 3. Energy 3. Water Supply& | 3. Govt. & Civil 3. Govt. & Civil

4. Govt. & Civil 4. Water Supply & Sanitation Society Society
Society Sanitation 4. Agriculture 4. Energy 4. Agriculture

5. Health 5. Health 5. Govt. & Civil 5. Water Supply& | 5. Health

Society Sanitation

wave has been the result of a relatively small number
of large-scale projects: of the 522 active projects in
Myanmar, the 31 projects in these two sectors make
up 35 percent of all commitments to the country.*
Japan has played a particularly large role in this: of
these 31 projects, the 15 funded by Japan constitute 23
percent of all commitments to Myanmar.

2.4 Tracking aid locations

Identifying where aid is being spent is a common goal
of aid-data collection, but it is very difficult to do
accurately. While determining which country aid is
intended for can often be done—though even this can
be difficult when aid is channeled through regional
initiatives—it is frequently impossible to track where
aid is reaching at a subnational level. Most donor

15

programs are designed at a national level, with funding
locations determined during implementation and in
response to later-identified needs. Funding may be
channeled through multiple implementing
organizations and subcontracting agreements before
the spending location is decided.

In the data collected for the aid verification exercise,
the majority of assistance was provided through
programs for which no target state or region was
nominated. This was true of approximately 54 percent
of total funding and 55 percent of all projects.
Projects that do not specify a unique location may
either genuinely aspire to a nationwide rollout, as with
the National Electrification Program, or they may
simply have dispersed impacts with no single
beneficiary population, such as funding for policy
research or advocacy.



FIGURE 11
Commitments to selected ODA sectors in Myanmar, 2006-2015

— Water Supply & Sanitation = Health
— Agriculture — Energy
— Education —— Other (multisector)

Million USD

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Source: OECD Creditor Reporting System Aid Activity Database

Box 4
Community-driven development programming
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After the national projects, Yangon Region receives
the most aid of any state or region in the country
(figure 12). The priority placed on this region by
donors is reflected in the number of agencies
developing plans for the city of Yangon—one news
source cites the Japanese, Korean, French, and British
development agencies as having all supported separate
initiatives for Yangon’s urban planning.”
Commitments to the region so far are primarily driven
by Japan, which has committed a total of US$1.4
billion to 14 projects, including over US$600 million
for the development of the Thilawa Special Economic
Zone. Given the priority of developing Yangon and
the funding made available by donors, Yangon
development has been considered a candidate for
piloting state- and region-level coordination between
the government’s Development Assistance
Coordination Unit and the donor Cooperation
Partners Group.”

Given the history of border-based aid programs in
southeastern Myanmar and the existence of relatively
stable ceasefires over this period, it is worth exploring
whether there has been a greater concentration of aid
in this region.” From the data, it appears that there is
a small bias toward the region: it receives 17 percent
of the aid that is targeted at specific states and regions,
while only having 5 percent of the national
population. These figures are tentative, however, given
the uncertainty in the targeting of funding distributed
through national projects.

While it does not receive a high volume of funding,
Rakhine State is the second-highest priority by number
of projects, and the majority of projects in the state
are humanitarian or focused on peace and conflict

FIGURE 12

resolution. This tailored response to Rakhine State
reflects the uniquely challenging nature of the state’s
political and humanitarian context. Given the
protracted problems facing Rakhine, funding agencies
have recognized the need to develop specific projects
for the state, and they also likely face pressure from
their headquarters to be seen to be responding to the
situation on the ground. Nonetheless, the volume of
funding has remained limited due to the political
complexity of working in the state and the consequent
difficulty of implementing large programs. These
challenges have only increased with the escalation of
violence in the state since the data collection was
conducted for this report.

2.5 Government lending

Loans have become an increasingly important part of
aid to Myanmar since the transition started, as old
debts have been cleared, major development banks
have reentered the country, and the international
community has started working more closely with
government. Following decades in which no new
loans were signed, they now constitute the majority of
new aid to Myanmar since 2013. As shown in figure
13, loans constituted 50 percent, 51 percent, and 71
percent of all new ODA committed in 2013, 2014,
and 2015, respectively. Of the US$8.5 billion in
funding captured in the aid verification survey in
November 2016, US$4.4 billion was financed with
debt. As shown in figure 14, there is a relatively small
group of agencies providing these loans. The main
lenders between 2011 and 2015 were Japan and the
World Bank, with smaller loans from the Asian
Development Bank, Korea, and Germany.

Commitments (left) and number of projects (right) by reported location, active projects as of November 2016
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This expansion of lending is closely linked to aid the majority of aid to Myanmar is still provided

agencies increasing collaboration with the Myanmar through project-type interventions, however, rather
government. As shown in figure 14, though the than through fungible budget support, where the
majority of projects are still implemented through government would have greater freedom to control
other channels, the majority of funding has been spending. Indeed, there were only two discrete budget-
channeled through government since 2013. Note that support projects under the USDP government, with
FIGURE13

Loans and grants in ODA commitments to Myanmar 2011-2015
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FIGURE 14

Providers of ODA loans to Myanmar, 2011-2015
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FIGURE 15
Commitments (left) and number of projects (right) by channel of delivery, 2011-2015
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Japan and France providing funding in 2013. This may start to change,
however—the World Bank announced a US$200 million budget-support
measure in 2017, and exploration is underway by the European Union,
which identifies budget support as an option in their latest Myanmar strategy.”

These loans have attracted significant attention in the Myanmar parliament,
where there has been disagreement over whether they are a good deal for the
country. Critical discussion had already emerged in 2013 when Myanmar first
accepted US$100 million from China to finance small-scale agricultural loans.”
There was similar controversy over a US$300 million loan from China Exim
Bank, which was ultimately approved by parliament in February 2015.”
Speculation emerged in August 2016 that the government was considering
rejecting the final US$300 million of the package, as the loan terms were not
favorable enough, but a final decision appears not yet to have been made.”
These same issues have also arisen in debates over much smaller sums, such as
when the USDP parliament, in 2015, approved a loan of US$39 million from
China to supply vehicles to the Myanmar Police Force: the NLD questioned
the interest rates when compared to finance available from countries like
Japan.” Politicians are not just concerned about these higher-interest loans. In
August 2015, members of parliament demanded an explanation of how the
Ministry of Finance would spend and repay a concessional US$100 million
loan from the World Bank.'” Indeed, the patliament actually declined a US$45

TABLE3
Myanmar’s external public debt FY2015/16

% OF TOTAL
MILLION US$ PUBLIC DEBT % OF GDP
Total debt | 9,528.2 384 159
Multilateral | 1,386.1 5.6 k)
Official Bilateral | 4,006.8 16.2 6.7
Financial Institutions | 4,060.6 164 6.8

Source: International Monetary Fund (IMF) and International Development Association, Staff Report for the 2016. Article
|V Consultations—Debt Sustainability Analysis, IMF Country Report No. 17/30 (Washington, DC: IMF, 2016)
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million loan from the ADB,
which was offered to the
Ministry of Hotels and
Tourism but focused on
infrastructure. The permanent
secretary of hotels at the
Ministry claimed the
infrastructure assistance was
inappropriate for the goals of
the Ministry, but accepted the
technical assistance offered
alongside the loan.'”

International financial
institutions have expressed
little concern about
Myanmar’s current
borrowing, however. The
International Monetary
Fund’s 2016 debt
sustainability analysis for
Myanmar determined that the
country was at low risk of
debt distress.'”” As shown in
table 4, external public debt
(i.e., debt owed by
government to organizations
outside of Myanmar) is only
38.4 percent of total public
debt, as the Myanmar
government raises significant
funds from short-term
domestic loans. It is also a
relatively small percentage of
GDP at 15.9 percent,
significantly lower than the
25.6 percent average for
low- and middle-income
countries in 2017."" It is also



TABLE 4
Multi-donor funds, budgets, and donors, 2016

FUND BUDGET DONORS
Livelihoods and Food > US $445 million
Security Fund

Australia, Denmark, European Union, France, Ireland, Italy, Luxembourg, the
Netherlands, New Zealand, Sweden, Switzerland, United Kingdom, United
States, Mitsubishi Corporation

3 Millennium Development | > US $271 million

Australia, Denmark, Sweden, European Union, Switzerland, United Kingdom,

Goals Fund United States

Multi-Donor Education Fund | US $82 million Australia, European Union, Denmark, Norway, United Kingdom

Stage I

Myanmar Partnership Multi- | US $59.3 million | World Bank, Australia, Denmark

Donor Trust Fund

Joint Peace Fund >US $100 million | Australia, Denmark, Canada, European Union, Finland, Norway, Switzerland,

Italy, Japan, United Kingdom, United States

US $6 million per
annum

Paung Sie Facility

Sweden, Australia, United Kingdom

a significant improvement on debt levels prior to the
current transition, when overall public debt reached 77
percent of GDP, in FY2007,/2008.""*

Other international financial institutions take a similar
stance, promoting a prudent approach to assuming
further debt, but not immediately concerned about
Myanmar’s current levels. For example, in a 2015
policy brief, the ADB advised that donors should be
encouraged to provide as much support as possible
through grants or very-low-interest loans.'”” Similatly,
the World Bank’s 2015 public expenditure review
found that total public debt was within sustainable
levels, but that the composition of that debt needed to
be looked at more closely, as there was too much
dependence on short-term domestic financing and
non-concessional external loans.'”

2.6 Aid coordination

Since 2011, the Myanmar government and aid
agencies have developed robust structures to better
coordinate aid to the country. The NLD has
continued this process, significantly revising the
structures established under the Thein Sein
government. As shown in figure 16, the current
system involves structures on both the donor and
government sides, as well as mechanisms for them to
interact. On the donor side, the Development Partners
Group has been superseded by the Cooperation
Partners Group. On the government side, FERD now
supports the high-level Development Assistance
Coordination Unit, which has become the primary
decision-making body on aid. Beyond the primary
development-cooperation structures, there are distinct
mechanisms for the coordination of peace and
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humanitarian support. The subsections below review
these structures in turn.

Donor-coordination structures

The primary coordination body for donors is the
Cooperation Partners Group (CPG), which started
operating in July 2016. Moving toward a more
inclusive model, the two-level arrangement with the
Development Partners Group and the executive
Development Partners Working Committee was
reduced to a single flat structure. The CPG has four
facilitators responsible for chairing meetings and
setting the direction of the group: one representing
the international financial institutions, one the UN
agencies, one OECD bilateral donors, and one for the
non-OECD bilateral donors—though no organization
has stepped forward to take on this last facilitator
position. There is a small secretariat, partly housed in
UNDP and funded by the EU, UK, and Australia,
which supports the day-to-day logistics of the group’s
work. The CPG has also established a number of
“work streams” (figure 16) to improve thinking
around challenges faced by cooperation partners that
are not otherwise addressed through the Sector
Coordination Groups, and to improve coordination
with other stakeholders such as civil society and
NGOs. Members of the CPG elect to participate in
these work streams, which meet on a regular basis to
discuss practical steps that could be taken to improve
practice in their chosen area.

There are also dedicated donor forums for
coordination outside the CPG structure. Coordination
among donors of their support for the peace process
is managed through the Peace Support Group, which



FIGURE 16
Current donor and government development coordination structures

Peace Rule Yangon Statistical Quality
process of Law Region Development

Joint Government-Cooperation Partner Structures

Box 5
Multidonor trust funds in Myanmar

was originally formed by President Thein Sein who Government structures and policy

invited the Norwegian government to be the first

chair.'"® After Switzerland assumed the chair in 2015, The major change in government aid architecture has
it has now passed to New Zealand. The coordination been the establishment of the Development

of humanitarian support is more complex, with a Assistance Coordination Unit (DACU). While FERD
Humanitarian Country Team, led by the UN resident provides the secretariat for the DACU, the latter is
coordinator/humanitarian coordinator and comprising now the peak government body for decisions on aid
both UN agencies and INGOs, providing strategic and aid policy. It is chaired by State Counsellor Daw
coordination to organizations working across the Aung San Suu Kyi, as it was determined that high-level
eleven clusters for humanitarian support, and with government representation was needed to improve the
different state- and region-specific coordination aid-coordinating body’s ability to engage, and where
structures.'” appropriate direct, both donor representatives and
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senior representatives of government line ministries.
Five priority areas have been identified for the
DACU’s work:

Identification of development-assistance priorities
Drafting a development-assistance policy
Refreshing the thematic/sectoral working groups
Addressing major implementation constraints
Establishing effective project screening,
processing, and approval mechanisms'"’

ARl e

Varying degrees of progress have been made in each
of these areas. On the issue of implementation
constraints—the more practical barriers to effective
program implementation—there has been ongoing
dialogue with donors. The DACU’s screening and
approval mechanisms have come under some scrutiny.
Interviews conducted for this study revealed some
concern that stronger government coordination would
impede donors’ ability to effectively administer their
aid programs,''" particularly when they have different
policy approaches, such as on humanitarian or peace-
process issues. Note, however, that several
interviewees also said that, in their experience,
Myanmar has been a particularly unregulated
environment by global standards, and that this creates
significant inefficiencies.

FIGURE17
Cooperation Partner Group Work Streams
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FIGURE 18

States and Regions

Joint coordination structures

The new government has also changed the former
sector working groups to a simplified set of ten
sector-coordination groups (SCGs). Reducing the
number of groups was considered important to
enable the government to more effectively oversee the
activities of each group. Each group is also now
intended to coordinate larger amounts of
programmed aid—at least US$100 million per year.
Draft guidelines for the SCGs have been circulated,
and a final set will be included in the government’s
forthcoming Development Assistance Policy.

Outside of the sector-coordination groups, five
further structures have been established for joint
planning and decision-making around aid:

1. The Statistical Quality Development Coordinating
Group

2. The Yangon Urban Development Coordinating
Group

3. The Gender Equality and Women’s
Empowerment Coordination Group

4. The Joint Coordinating Body for the Rule of Law
and Justice

5. The Joint Coordinating Body for Peace Process
Support

INGO Implementation
Liaison

Constraints

Rakhine State
Development

Urban Development

Sector Coordination Groups following the 2017 reorganization

Macroeconomic
Management

Job Creation

Social Protection &
Disaster Risk
Reduction

Transport &
Communications

Agriculture &
Rural
Development

Education &
TVET

Environmental
Conservation

Energy &
Electric Power



An important global policy framework intended to
inform country-level aid planning is the 2030
Sustainable Development Agenda, at the core of
which are the 17 Sustainable Development Goals
(SDGs). These goals build on the structured system
of global development priorities first established with
the Millennium Development Goals, adopted at the
UN Millennium Summit in September 2000. These
original eight goals, ranging from the eradication of
extreme hunger to the improvement of maternal
health and the promotion of environmental
sustainability, provided a set of quantified and time-
bound targets for the reduction of extreme poverty.

The 17 Sustainable Development Goals are tied to a
total of 169 specific indicators. They are broader than
the Millennium Development Goals, and include
targets related to the promotion of gender equality
and improvements in peace, justice, and institutions.
Building upon past experience, they have been praised
for adopting a comprehensive and rights-based
approach to development, promoting a more equal

Box 6
The Sustainable Development Goals and 2030 Sustainable Development Agenda
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collaborative relationship between developed and
developing countries, and incorporating explicit
commitments to inclusion and reducing inequalities.
At the same time, the breadth of the SDGs has
attracted significant criticism, with some calling the
framework sprawling and unmanageable.

Discussion of the SDGs is still at a relatively eatly
stage in Myanmar. There is little indication that they
are being systematically integrated into government
planning, and there is no national or international
organization clearly working to determine their
implications for policy. Some initial steps have been
taken by United Nations Development Programme
(UNDP), which has completed an assessment of the
data sources available to track progress towards the
goals. As government staff in the Ministry of
Planning and Finance continue to define aid and
development policy, Myanmar’s commitment to the
2030 Sustainable Development Agenda is likely to
become a more prominent component of their work.




Chapter 3

KEY AID POLIGY AREAS
FOR MYANMAR'S TRANSITION

For all the progress in development cooperation in
Myanmar, there are many areas where government
and donors must continue to refine policy. The
sections below provide an overview of four of these
areas: determining priority sectors for development,
negotiating peace and humanitarian assistance,
applying and localizing international aid effectiveness
standards, and engaging with neighboring
cooperation partners. They are not intended to
provide either a rigorous evaluation of progress in
these areas to date or detailed prescriptions for the
future, as each would merit its own dedicated research
project. These sections should instead be taken as an
introduction to key themes and a prompt for further
discussion.

3.1 Priority development sectors

National development plans are used by many
countries to frame priorities and processes for their
own development, and these provide useful guidance
for development cooperation. The responsibility for
defining these objectives ultimately rests with the
national government, which hosts international aid
actors, though there is a role for the international
community in supporting the process by which they
are defined. Development priorities should be defined
by, and specific to, the country receiving aid.
Providers of aid should avoid introducing
performance indicators that are not consistent with
the country’s national development strategies.'”

In Myanmar, the current government has elected not
to adopt an overarching framework for the country’s
development, and to focus instead on defining
strategy at the sectoral level. Under the former
government, the primary guidance was the
Framework for Economic and Social Reform (FESR),
which framed the Thein Sein’s government’s priorities
across the whole economy, and which was praised by
donors."® The National Comprehensive
Development Plan, intended to follow the FESR and
cover the period from 2011 to 2031, was finalized but
never officially adopted."” The NLD government has
explicitly committed to defining strategy within
sectors, perceiving no need to define priorities
between these parallel areas of work. The government
has already invested significant effort in the
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development of sectoral plans, such as the Myanmar
National Health Plan'® and the National Education
Strategic Plan."”” This may indeed be the best
approach for Myanmar at this point in time—while
the international development effectiveness literature
covers in great depth the relationship between
national and international development frameworks,
it offers very few prescriptions on how national
governments should conduct their planning,

Nonetheless, it remains instructive to consider what
government and donors see as they key sectors for
Myanmar’s development. Some inferences can be
drawn from the public statements of government
representatives—Aung San Suu Kyi has repeatedly
identified the transportation and electricity sectors as
priorities.””” Other indications come from dialogue
with foreign leaders, such as the discussion of job
creation and human resource development with
Japanese prime minister Shinzo Abe.””" These
broadly overlap with the priorities identified in the
strategies of major donors working in Myanmar. The
ADB country strategy, 2017—2021, identifies three
primary development priority sectors—infrastructure
(including energy, transport, and urban infrastructure
and services), rural development, and education and
training.'” Similatly, the World Bank’s Country
Partnership Framework has three priorities: reducing
rural poverty, investing in people and effective
institutions, and supporting a dynamic private
sector.'” Japan has a much broader strategy,
identifying nine priority areas for assistance and
emphasizing the complementary roles of developing
both urban and rural areas.'* The subsections below
unpack policy in three of the recurrent high-priority
development sectors: energy, transportation, and rural
development.

Energy

The case for investment in Myanmar’s energy sector
is clear: approximately 70 percent of the population,
and 84 percent of rural households, have no access to
electricity from the grid."” Though the country has
high potential for electricity generation, with
abundant natural gas and hydropower resources,
underinvestment in basic infrastructure has left both
the generation of power and the means for its



distribution well below the country’s needs. This
situation is exacerbated by the fact that Myanmar
exports a lot of the energy it produces to China and
Thailand.””® Addressing these constraints would not
only elevate living standards across the country but
help drive economic growth more broadly.'”’

The government has taken steps to define a strategy
for development in this sector. It established a
nine-point National Energy Policy in 2014,'* and a
Myanmar Energy Master Plan has been drafted with
technical assistance from Japan and the ADB."* For
the transmission and distribution of power
specifically, there is also a National Electrification
Plan, which calls for universal access to the electrical
grid by 2030 and estimates that US$5.8 billion is
required to achieve that goal.”’

There is currently US$1.5 billion in aid committed to
the energy sector.”! These investments are led by
Japan (US$ 816 million), the World Bank (US$540
million), and the Asian Development Bank (US§145
million). As shown in figure 18, disbursements of
these commitments remain limited. Unlike the
transport sector, below, which is dominated by
investments in specific geographical corridors,
approximately 50 percent of funding in the energy
sector is for national projects, reflecting the challenge
of distributing power from the site of generation to
households across the country.

Donors have supported a wide range of initiatives for

power generation. Japan financed the renovation of
the Baluchaung hydropower facilities in Kayah

FIGURE 19

State,”* and the World Bank has supported a gas-
fired plant in Mon State."”” The nonsovereign arm of
the ADB, which lends to private companies and is
intended to make a profit, has provided a loan of
US$152 million for the Myingyan gas power facility
in Mandalay Region.”* The International Finance
Corporation (IFC) has also made US$40 million in
financing available for the project, and the Asian
Infrastructure Investment Bank a further US$20
million.” The IFC launched a strategic
environmental assessment for hydropower in 2016 in
order to determine the scope for further development
in this sector."

For power transmission, a major target for
international assistance has been improvement in the
north-south transmission line from Meiktila, near
Mandalay, down to Yangon. The majority of power in
the country is generated in northern Myanmar, where
there are several large hydropower facilities, but the
majority of power is used in Yangon,”” and a
significant upgrade was required to improve the flow
of power along this line. The upgrade divided into
three phases, financed by the governments of Serbia,
the Republic of Korea, and Japan, respectively.'*®
Japan alone invested over US$550 million in the
project to upgrade the line and build substations
along the route."””

Transportation
As with energy infrastructure, underinvestment in

transportation infrastructure in Myanmar poses a
dual problem: it is both an immediate detriment to

Aid commitments, dishursements (left) and commitments by location (right) in the energy sector.
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peoples’ standard of living and a significant constraint
on economic growth."*’ Only 40 percent of
Myanmar’s road network is paved, with half the rural
population lacking access to all-weather roads. This is
significantly worse than Myanmar’s neighbors: in
2011, the ASEAN average road density was 11km per
100,000 people, while Myanmat’s was only 2km."*!
The rail network received much higher investments
from the 1980s onward, but motivated by a goal of
national integration rather than economic return,
these expansions were not into highly profitable
areas."” Inland waterways and deepwater ports will
also be important targets for transportation
investment in Myanmar."? Overall, the ADB
estimates that US$60 billion in transport
infrastructure investments are required for 2016—
2030.1

Though transportation has been identified as a
priority by government, policy in this area remains
unclear. The Ministry of Transport and
Communications has drafted a National Transport
Sector Policy Statement, but this has not been
officially approved."® JICA has collaborated with the
government in the development of a National
Transport Development Plan,'** and KOICA has
assisted in the development of the National Arterial
Roads Master Plan,'* though it is unclear what
actions have been taken in response to their
recommendations. The ADB’s 2016 Transport Sector
Policy Note suggests that the government confirm its
commitment to these documents to signal
commitment to ongoing reform in the sector and to
guide investment planning for new projects.'*

FIGURE 20

As shown in figure 20, there are almost US$1.4 billion
in aid commitments to the transport sector."” As
with the energy sector, disbursements to these
projects remain limited. Only two donors have
currently committed funding to this sector: Japan,
with US$1.18 billion, and the ADB, with US$183
million. The geographical breakdown of these
infrastructure projects shows a clear focus on the
Yangon Region and the east-west route through Mon
and Kayin States.

Transportation investments in Yangon Region are
dominated by Japanese support for the Thilawa
Special Economic Zone. This has been a major
priority for Japan, with US$124 million invested in
the site itself, financing of US$266 million for the
Bago River Bridge, which provides a route for high
volumes of freight transport to central Yangon,""
and US$40 million for the smaller Thaketa Bridge,
also along the route into the city center.”!

The east-west transport route is part of the ADB’s
Greater Mekong Subregion Hast-West Corridor
program. Launched in 1998, this is intended to link
Mawlamyaing, in Myanmar, through Thailand and
Laos, to Danang, in Vietnam."” Support for the
development of the Myanmar portion has come from
the ADB, Japan, and Thailand. Japan’s US$284
million commitment to this project is the largest
single aid investment in the transport sector, and is
intended to support the upgrading of three bridges
along the route: at Gyaing Kawkareik, Attaran, and
Gyaing Zathabyin, in Myanmar’s Mon and Kayin
States.” The ADB is financing 66km of the highway

Aid commitments, disbursements (left) and commitments by location (right) in the transport sector,
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between Eindu and Kawkareik, in Kayin State,"* and

the other stretch of road, connecting Kawkareik with
Myawaddy on the border, was financed by Thailand
as part of the India-Myanmar-Thailand Trilateral
Highway."

A further major transport project is India’s Kaladan
Multimodal Transport Project. This is intended to
link the Indian port of Kolkata and the northeastern
state of Mizoram with a route through Myanmar—a
complex chain of sea, river, and land transport that
passes through Sittwe and Paletwa. The Indian
Embassy reports that approximately US$484 million
will be invested in this route,™® alongside a further
US$360 million in road projects connecting Chin
State and Sagaing Region with the Indian border."’

Rural development

“Rural development” refers to a wide range of efforts
to improve the living standards of a country’s rural
population. While there is no rural development
category in the OECD’s sector-coding scheme, the
language of rural development appears in both
government and donor discussions of development
priorities for Myanmar.”® It is cleatly an important
issue for the country, where the population, and
poverty specifically, are predominantly rural:
approximately 70 percent of the population, and 76
percent of the population in poverty, lives in rural
areas.”” Furthermore, more than half of Myanmat’s
workforce works in agriculture.

FIGURE 21

Responsibility for rural development lies with the
Ministry of Livestock, Fisheries, and Rural
Development, within which there is a specific
Department for Rural Development. The creation of
dedicated ministries or departments for rural
development is common in developing countries with
large rural populations, like India and Indonesia.'!
From 2013 to 2015, investments in the sector were
guided by a dedicated Rural Development Strategic
Framework.'"> This was complemented by more
specific sectoral strategies for key areas of rural
development, such as the Rice Sector Development
Strategy.'®

While it is difficult to measure rural-development
assistance, because of its cross-sectoral nature, the
agriculture sector is an important component. There
were US$499 million in open commitments to the
agricultural sector in Myanmar in November 2016,
making it the fifth-largest sector in the country.'™*
The financial structure of this sector is markedly
different from transport and energy, where small-
scale investments are generally not viable. In the
agriculture sector, a small number of projects still
dominate the financial figures—Japan’s support for
irrigation development in Bago Region and the World
Bank’s major agricultural-support loan to
government—but there are also some 33 open
projects with budgets that range from US$62,000 to
US$27 million. Furthermore, while contributions to
the Livelihoods and Food Security Trust Fund
(LIFT) comprise a major part of donors’ agricultural

Aid commitments, dishursements (left) and commitments by location (right) in the agricultural sector,
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investment, the fund primarily works through
subgrants to smaller projects.

The LIFT Fund is the most prominent donor vehicle
for the alleviation of rural poverty. LIFT was founded
in 2009, and has been financed through to 2018 with
a total of US$445 million from 14 donors. The fund
serves as both a mechanism for coordinating finance
to agricultural projects and as a platform for research
and technical assistance to government.'> The LIFT
fund has a three-part strategy: helping rural
households to “step up” the value ladder through
enhanced agricultural productivity, to “step out” of
the agricultural sector and into more productive
work, and when there is limited growth potential, to
“hang in” with a strong agricultural safety net.'®

Many donors have also launched their own
agricultural- or rural-development projects: there are
14 distinct funding agencies active in the sector. The
single largest project in the agricultural sector is
US$142 million from Japan for irrigation
improvements in western Bago Region. The World
Bank provides US$100 million for its Agricultural
Development Support Program, which supports the
Ministry of Agriculture and Irrigation in irrigation
and drainage management as well as farm advisory
services.'”” The World Bank’s NCDDP is also
explicitly intended to improve the livelihoods of
Myanmat’s rural poor.'”® The flagship Korean aid
project in Myanmar, Saemaul Undong, is specifically a
rural-development program, and is financed with

FIGURE 22

US$22 million.'” The International Fund for
Agricultural Development has provided a US$19.5
million loan for the sector, and was set to expand
dramatically in 2017 with a further US$50 million in
loans."

3.2 Peace and humanitarian aid
Peace and security assistance

The peace process and the improvement of security
across the country have been priorities for both the
government of Myanmar and the international
community. Since the Thein Sein government
reinvigorated the peace process in 2011, the
international community has continually expanded
funding for this sector, which reached US$116 million
in 2015. In November 2016, US$272 million of
commitments were open in the sector, of which
US$100 million had been disbursed.””! Note that,
although this funding has expanded, the simultaneous
increase of other assistance has kept the percentage of
support allocated to the peace process relatively low,
oscillating between some 1.3 and 3 percent of overall
aid to Myanmar."? 'This is in line with the percentage
of aid committed to peace and security globally.'”
While this may seem low, it reflects both the highly
political nature of peace-process support and the
nationally led nature of Myanmar’s peace process.

In the absence of significant international monitoring,
peacekeeping, or postconflict reconstruction, aid

Commitments to conflict resolution, peace, and security, 2004-2015
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FIGURE 23

Aid commitments, disbursements (left) and projects (right) to conflict resolution, peace and security,

November 2016
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agencies have limited options to support peace, and
would struggle to disburse large volumes of funding,.

Aid in this sector is overwhelmingly routed through
national projects, which constitute 84 percent of
committed funding. Even when the number of
projects rather than the volume of funding is
considered, national projects still make up 50 percent
of all activities, followed by projects in Rakhine State,
at 16 percent.™ Unlike sectors such as energy or
health, where projects can genuinely aspire to reach
immediate beneficiaries nationwide, the use of the
“national” category for peace projects reflects the
commitment of funding to flexible national platforms
like the peace-related multidonor trust funds, or
support for research and advisory programs with no
specific geographical focus.

Currently, the most prominent international initiative
to support the peace process is the Joint Peace Fund
(JPF), a multidonor trust fund with support from 11
distinct donors and an approximate budget of US$100
million.”” As a pooled fund, the JPF is intended to
provide more-coordinated support to the peace
process than was previously possible, and with an
expected six years of operation, greater long-term
engagement than is allowed by the typical posting
length of aid officials and diplomats. The JPF has
three main programming streams: peace architecture
and direct support for negotiations, peacebuilding
and initiatives that strengthen the peace process, and
research and innovation. The fund makes an explicit
commitment to promoting greater inclusion in the
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peace process—citing comparative evidence that this
leads to more sustainable results—with particular
support for the inclusion of women, youth, and
conflict-affected communities.'™

Further support is provided through the Paung Sie
Facility (PSF), the UN Platform for the Joint
Monitoring Committee, and several direct, bilateral
initiatives. The PSF was established in 2014 by the
United Kingdom, Australia, and Sweden and has an
operating budget of US$6 million per year.”” With
the JPF assuming the mandate to support the formal
dialogue process, the PSI’s role has shifted to
supporting a broader agenda of civil society inclusion,
women’s participation, and responding to
intercommunal violence." The UN Platform to
Support the Joint Monitoring Committee is a separate
body, intended to coordinate pooled funding and
provide technical support to the secretariat of the
highest national body engaged in ceasefire
monitoring. As of mid-2017, the platform has been
fully funded." There are then a wide array of
bilateral initiatives, with ten distinct donors active in
this sector in November 2016. Many of these include
direct work with conflict-affected populations in
Myanmar’s states and regions to address the
consequences of historical violence or to transform
underlying drivers of conflict.

The NLD government has established the Joint
Coordinating Body for Peace Process Funding
(known by the truncated acronym ‘JCB’) to more
closely manage this sector. This body met for the first
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FIGURE 24
Humanitarian aid to Myanmar, 2006-2015
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allocated across four sectors: the
ceasefire sector, the negotiation and
dialogue sector, the peace-supporting
development sector, and the
peacemaking process of the National
Reconciliation and Peace Centre.'
She also expressed frustration with the
international community’s support for
the peace process, by stating that
funding must be allocated to sectors
“based on the real situation rather
than donot-oriented ones.””®* The
JCB is structured with eight
representatives of government and
eight representatives of ethnic armed
organizations, with Aung San Suu Kyi
serving as the chair and having the tie-
breaking vote."™ The design and
function of the JCB have been sources
of concern for some actors working to
support the peace process.'

Humanitarian aid

Humanitarian aid is specifically
intended to alleviate suffering in cases
of acute crisis, such as in response to
natural disasters or violent conflict.
Myanmar is a complex humanitarian
context and has been a long-term



recipient of humanitarian aid. In response to political
oppression and armed conflict, there have been
camps along the border with Thailand since the early
1990s. Since violence restarted in the north of the
country 2011, new humanitarian camps have been
established in Shan and Kachin States. The protracted
crisis in northern Rakhine State has proven to be a
particularly severe humanitarian situation. Finally,
Myanmar is one of the most disaster-prone countries
in Southeast Asia, and significant resources are
regularly needed for flood or landslide relief.'®

The history of border-based and cross-border
humanitarian work in Myanmar merits special
explanation. Following mass displacement toward the
Thai border in the early 1990s, the organizations
involved in this work were typically based along the
Thai side of the border and served Myanmar people
either in camps in Thailand or by crossing into
Myanmar themselves." While most foreign
governments were refusing the work with the
Myanmar regime, many were funding communities
along the border or elsewhere in Thailand."’

This dynamic started to shift with the changes in
humanitarian response that accompanied Cyclone
Nargis in 2008. There was a significant spike in
humanitarian assistance that year, jumping to US$338
million from just US$67 million in 2007 (figure 24).'
As shown in figure 25, the major donors to this
response were the United States, the United
Kingdom, and Australia, although technical
coordination of the response was managed through
the Tripartite Core Group, led by ASEAN alongside
the government of Myanmar and the United
Nations."™ The response to Cyclone Nargis was

TABLES
Funding requirements by cluster, 2017

relatively short-lived, however, and aid levels declined
significantly in 2009 and 2010.

Nonetheless, it was following the Cyclone Nargis
response that border-based organizations in Thailand
started to perceive a transition to aid being providing
by donors operating within the country. Their
concern was exacerbated when the Norwegian
government, long a donor to organizations based on
the border, pulled support and began to move all
their assistance inside the country.”’ Overall, while
the same humanitarian organizations seem to have
received significant support after they set up offices in
Myanmar, the media and advocacy organizations
formerly based in Thailand have suffered the sharpest
budget cuts.”! Nonetheless, for organizations that
work in these border areas and may have to
collaborate with nonstate armed groups to deliver
assistance, the routing of assistance across the Thai
border may be preferable. If organizations don’t have
to be registered in Myanmar and can operate with
Thai bank accounts, the NGOs and the armed groups
involved can both have greater confidence that their
assistance will not be restricted by government for
political purposes.

Following this transition to working within the
country, the humanitarian sector in Myanmar has
grown to become relatively large by regional
standards, at approximately US$150 million in
committed funding in 2015. While not approaching
the scale of humanitarian funding in countries like
Syria (US$1.7 billion in 2015) or South Sudan
(US$862 million) for that year, Myanmar is the
second-largest recipient in Southeast Asia, behind
only Vietnam, which had a similar level of $167

HUMANITARIAN CLUSTER REQUIREMENTS 2017

Education 11 million
Food Security 90 million
Health 16.5 million
Nutrition 14.1 million
Protection 20.2 million
Shelter/Non-food items/Camp coordination and management 20.3 million
Water, Sanitation, and Hygiene 17 million
Coordination and Common Services 9.1 million
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million."”” The next-largest was Thailand, with just
US$66 million. The Myanmar Humanitarian
Response Plan for 2017 allocates funds across three
primary locations: Rakhine State, Kachin State, and
Northern Shan State. Assistance is delivered with the
help of 25 national NGOs, 34 international NGOs,
and eight UN agencies. Within different clusters of
humanitarian work, the greatest need for assistance is
in basic food security, followed by protection, shelter,
and nonfood items, as shown in table 6.

A core operational challenge faced by humanitarian

Box 7
GPEDC monitoring framework, indicators for effective development cooperation

Box 8

Global policy on aid and development effectiveness

actors can be securing access to crisis-affected
populations, and this has been a long-standing issue
in Myanmar. Organizations must have travel permits
to access many of the areas where needs are greatest,
and the government decides when such access will be
approved. There have been several strong statements
over the past twelve months urging the government
to provide greater access. The violence that followed
the attack on Myanmar police in Maungdaw
Township in Rakhine State on October 19, 2016, for
example, saw the suspension of all humanitarian
organizations’ right to work in the area, and calls for
the reopening of these areas were a key part of the




TABLE 6
Monitoring round indicators for country ownership in
Myanmar, 2016

INDICATOR RESULT

Alignment in Targets 51%

Alignment in Results 56%
Use of Government Data 38%%
Joint Evaluations 52%%
Percentage on budget 4401
Budget 23%
Financial Reporting 23%
Auditing 23%
Procurement 19%

CPIA 3.5%
Untied Aid 880

international community’s response to the crisis.'”” In
parallel, many organizations working in Northern
Shan State have expressed concerns about restricted
humanitarian access as conflict has intensified
there.” International humanitarian organizations
have long worked in partnership with national
organizations in Myanmar precisely because the latter
have greater freedom to travel, but some of the most
recent travel restrictions have equally impeded these
national actors’ ability to reach people in need."”
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3.3 Aid effectiveness

Better leveraging aid contributions will be a core
component of effective development cooperation in
Myanmar moving forward. As the current
government gets further into its term, and with the
core components of the country’s new aid
architecture increasingly consolidated, it is worth
looking at international development-effectiveness
standards to identify future priorities for Myanmar.
Yet it is not necessary to start this assessment from
scratch: an assessment of Myanmar’s processes and
structures can already be found in the GPEDC’s
Myanmar report for the 2016 monitoring round."”
This monitoring is tied to the four principles
articulated in the 2011 Busan Partnership Agreement
for effective development cooperation and translated
into 10 indicators, as shown in box 7. Though the
GPEDC’s assessment occurred before the NLD
government’s reforms to aid management, many of
the findings are still relevant. The subsections below
provide an initial assessment of current performance
under the four principles from Busan, as well as a
discussion of the relevance of a further set of
guidelines for Myanmar—those on delivering aid in
fragile and conflict-affected states.

The 2016 monitoring round found that Myanmar
presents relatively low scores on the chosen measures
of country ownership. This is partly a result of the
incipient state of the relevant policy—development
partners reported a lack of clarity about relevant
objectives or results frameworks.”” Development
partners at the time were also largely circumventing
government in the delivery of their aid: 11 of the 15
organizations surveyed for the monitoring round did



not channel any funding through government
budgets. The report recommended that government
and donors start dialogue on how to ensure more
robust parliamentary oversight of development
finance in Myanmar.

This comparatively low level of country ownership
makes sense in historical perspective. As detailed in
previous sections, aid has already moved much closer
to these international standards for country
ownership than it was in 2011. Some development
partners remain hesitant, however. Given the
presence of ongoing violent conflict to which the
government is a party, complete alignment with
government may prevent aid actors from serving
some populations in need, or from maintaining their
impartiality in supporting the peace process. In
addition, though significant liberalization has
occurred, some donors remain cautious about
enabling the military aspects of the government.
Budget support is ultimately fungible, and there is a
risk that increasing donor funding for government
programs enables continued funding for the
Tatmadaw. Given the ongoing military influence in
politics, some donors have suggested that it is
important to understand “country ownership” as
“ownership by national stakeholders” rather than
“government ownership,” and to incorporate
inclusive, consultative processes to make sure all
relevant national stakeholders have a voice in
development cooperation.'”®

Inclusive partnerships for development

Two of the main features of the “inclusive
partnerships” principle are the inclusion of civil
society and the private sector in development
cooperation. The 2016 monitoring report praises
Myanmar’s progtress in both of these areas,"”

Box 9
Requirements for mutual accountability

although other sources are less confident that
adequate allowances have been made. As detailed
above, the Cooperation Partners Group has
established work streams to explore how further
progress could be made in engaging civil society and
international NGOs. For private-sector engagement,
there were private-sector representatives at the last
Myanmar Development Cooperation Forum under
the previous government, but it is unclear how this is
being carried forward.*”

Gender empowerment is the other component of the
inclusive-partnerships principle. Several aid agencies
have taken steps to improve the impact of their aid
programs on gender equality and to ensure that
programs are reaching women and girls. There are
several ways in which such integration can be
managed, including the specification of gender-
disaggregated indicators for the measurement of
project performance, and the dedication of specific
funding to gender-related programming. For the
GPEDC monitoring round, the indicator measured is
whether government tracks budgetary allocations to
gender equality and women’s empowerment. In the
last monitoring report, there was no such component
in the government’s system.*”!

Transparency and accountability

Myanmar performed relatively well against this
principle in the 2016 monitoring round, as donor’s
assistance was viewed as predictable (a positive
outcome of aid being accountable and transparent)
and there were strong systems in place for
governments and development partners to hold each
other to account. The report did note that medium-
term predictability could be improved, however, as
only 18 percent of development partners informed
government of their plans more than one year in




Box 10
Aid data and transparency in Myanmar

advance.”” The DACU has likely increased the scope
for mutual accountability, as it creates a platform for
more regular high-level engagement between
government and development partners. This dialogue
has limited use for accountability unless more
concrete plans and priorities are developed, however.
As detailed in Box 10, below, the Aid Information
Management System is also a powerful tool for
transparency and accountability, though there is room
for improvement.

Aid effectiveness in fragile and conflict-affected
states

The distinct challenges of delivering aid in fragile and
conflict-affected states have led to the development of
a specific body of aid-effectiveness standards. The
contemporary reference point for these discussions is
the New Deal for Engagement in Fragile States,
affirmed at the High-Level Forum in Busan in 2011
and summarized in box 11, below. These frameworks
are intended to capture the distinct political
complexities of working in environments where

security is not always guaranteed, and where there are
significant ruptures between different armed actors in
a society. They recommend a combination of carefully
negotiated political settlements and efforts to build
state capacity as a path to transitioning out of fragility
and pursuing peaceful and sustainable development.
Myanmar is a complex case that does not necessarily
trigger the international community’s standard
responses for fragile and conflict-affected states. The
political transition has been relatively orderly, violence
rarely affects the central urban areas of the country,
and donors have established coordination
mechanisms with government as is done in non-
conflict-affected countries. Yet, for much of the
country, conflict and fragility are real and pressing
issues. Significant portions of the country remain
under the control of nonstate armed groups, and
current fighting in Kachin and northern Shan States
is causing widespread displacement. The largest
armed groups in the country have thousands of
active-duty soldiers—as many as 30,000 in the United
Wa State Army in eastern Shan State, for instance—
and they clash with each other as well as with the



Box 11
The New Deal for Engagement in Fragile States

(T}Aoﬂifozents of the New Deal for Engagement in Fragile States

PEACEBUILDING AND STATEBUILDING GOALS  FOCUS TRUST

Legitimate Politics Fragility assessment Transparency

Security One vision, one plan Risk sharing

Justice Compact negotiated to guide decision-making Use and strengthen country systems
Economic Foundations Use peacebuilding and statebuilding goals to monitor | Strengthen capacities

Revenues and Services Support political dialogue and leadership Timely and predictable aid

Tatmadaw. Beyond the 20 armed groups seeking to
participate in the current formal peace process, there
are countless militias operating in different parts of
the country.”™

There are cases similar to this in many parts of Asia,
where development assistance is provided as usual in
much of the country, but where there are challenges
in adapting to areas of subnational conflict.”” Itis
important that aid agencies grapple with the
challenges of providing meaningful assistance in such
contexts, and not just continue with business as usual,
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failing to address conditions exacerbating conflict, or
leaving large parts of the country behind as
development moves forward. It is not sufficient to
assume that improving economic conditions, or
democratization of the central government, will
ultimately end conflict or resolve the underlying
issues in these areas.

Development actors in Myanmar have already
devoted considerable reflection to these challenges.
The standard New Deal prescriptions for
statebuilding (box 11) need to be nuanced in the



Myanmar context, where many nonstate armed
groups have significant current and historical roles in
the governance of their territories. In these cases, the
problem is not primarily that governance is irregular
and underprovided—though it is—but that the right
to govern is contested.””® Recognition of the role of
these groups in the provision of social services, for
example, and working to build a pluralistic system
that would accommodate them in future, could be an
important component of peacebuilding in Myanmar.
On the other hand, the simple expansion of state
service providers into areas where nonstate armed
groups have long had a key role in governance has
been a well-documented source of local tensions.

Large-scale infrastructure investments have also been
a particularly contentious form of development.
There has been violence associated with the
construction of large highways and hydropower
facilities, for example.”® These can be threatening to
nonstate armed groups for strategic reasons, as they
frequently increase the Tatmadaw presence in these
areas. They are also easy to raise popular protest
against, as they are frequently perceived as bringing
little benefit to local populations. The IFC’s strategic
environmental assessment of the hydropower sector
attempted to address these issues by explicitly
exploring conflict concerns in its research process,
but the issues proved so sensitive that the mere act of
holding consultations provoked significant backlash
in some cases.””” Development agencies need to be
highly sensitive to such tensions when planning new
projects in Myanmar.

Many development organizations have adopted
conflict-sensitivity frameworks to try and mitigate the
risk that their interventions will exacerbate conflict.
These frameworks typically emphasize extensive
consultation, thorough assessments of the context,
and incremental approaches as ways to minimize risk.
Many funding agencies employ dedicated conflict
advisors to provide strategic direction on these issues,
and then build conflict-sensitivity requirements into

funding agreements with implementing organizations.

Nonetheless, some organizations argue that these
frameworks are only invoked after the most sensitive
decisions have been made—such as precisely what
kind of project will be funded, and where—and that
they tend to be applied only to projects that are
physically implemented in conflict areas, even though
projects in other areas frequently have significant
conflict implications.*"

Further research and dialogue are required if
development cooperation in Myanmar is to effectively
grapple with the challenges posed by the country’s
peace and security situation. The Cooperation
Partners Group’s new development, humanitarian,
and peace work stream should provide a useful
platform for improving collective donor thinking on
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these issues, but there also need to be resources
dedicated to each of the sector coordination groups,
and greater resources committed to coordinated
planning and implementation at the state and region
levels, given the local complexities of these issues.
Myanmar’s history of relative isolation, and the
restrictions on travel to many of the conflict-affected
areas, mean more research and analysis are required
in general to understand how these issues are
manifested across the country. Engagement then
needs to take place not just with government but with
the armed groups, to determine what development
cooperation should be prioritized and what processes
selected to govern it.

3.4 Neighboring aid providers

Improving development cooperation in Myanmar will
require close engagement with neighboring countries.
While the assistance provided by China, India, and
Thailand may not be technically classified as ODA,
these countries are all important aid actors in
Myanmar, and the need to better understand and
engage with them is frequently highlighted by OECD
donors in the country. So far, however, participation
by these countries and other nontraditional donors in
formal coordination structures has been limited,
despite efforts by both traditional donors and
government to promote it.*'' Both groups must make
efforts to better collaborate in assisting Myanmar to
achieve its development objectives. The sections
below provide an introduction to development
cooperation in Myanmar by Thailand, China, and
India.

Thailand

Thailand is an important neighbor for Myanmar,
accounting for a large proportion of migration and
investment flows. Development assistance from
Thailand comes predominantly through the
Neighboring Countries Economic Development
Cooperation Agency (NEDA), though Myanmar is
also covered by some projects from the Thailand
International Cooperation Agency (TICA).*'?

The primary focus of Thai assistance in Myanmar is
currently the East-West Economic Corridor, of which
Thailand has financed the section from Myawaddy,
on the Thai border, to the town of Kawkareik, in
Kayin State. A total of US$3.4 million was spent
upgrading this section of road.”” NEDA has also
provided US$785,000 in technical assistance,
including for a feasibility study of a power project in
Yangon, and for the development of border-crossing
facilities at Three Pagodas Pass on the Thai-Myanmar
border. NEDA is also the Thai government agency
collaborating with Myanmar on the development of
the Dawei Special Economic Zone. In 2017, the Thai
government announced it would be willing to loan
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US$130 million to support the development of a road
from Dawei to Thailand.*"*

China

China has an extensive history of aid engagement in
Myanmar, though economic relations between the
two countries have alternated between periods of
cooperation and periods of tension since
independence.”” China was the first country to
recognize the new regime following the events in
1988, and the two countries entered a relationship in
which China gained access to Myanmar’s natural and
energy resources and strategic access to the Indian
Ocean, while Myanmar relied heavily on China for
political and economic support in the form of
investment, trade, and aid.*"* While many other
donors were pulling out of Myanmar in the early
1990s, China pledged its first major grant to
Myanmar, worth US$8.9 million, in 1991. In 1993,
China committed an additional US$8.6 million as an
interest-free loan, and the Yangon-Thanlyin Bridge,
constructed with a Chinese loan of US$29.1 million,
was opened the same year.”’” Between 1997 and
20006, China provided US$24.2 million in grants to
Myanmar, US$482.7 million in subsidized loans, and
US$1.2 million in debt relief.?'®
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There is no comprehensive record of Chinese aid to
Myanmar since the transition began in 2011. The
AIMS has a record of 13 projects since January 2011,
totaling US$67 million in commitments.””” Much
larger amounts of money have been made available in
loans to the government, loans which may not be as
concessional as required to meet ODA standards, but
which may be intended as development finance. A
prominent example is a series of agricultural loans
from the China Exim Bank, of which the Myanmar
government accepted US$400 million in 2016, but
considered rejecting another US$300 million on the
grounds that the terms were not as good as other
donors’**" This is only a small part of Myanmar’s
debt to China, however, which the International
Monetary Fund estimates to have been US$1.5 billion
in the 2015/2016 financial year, or US$4.3 billion if
loans from Chinese financial institutions are
included.?”" A further difficulty is that Chinese aid
can come from different levels—the central
government, the province, or the local government.
In response to humanitarian issues in northeastern
Myanmar, for example, the primary response may
come from local government and civil society
actors.**

India

Myanmar is a recipient of considerable grants and
loans from the government of India, being one of
only three countries for which India has laid out a
comprehensive aid and development-assistance
program.”” Like many other donors, India has
increased its commitment to Myanmar since the
political transition started. As table 9 shows, Indian
loans and grants to Myanmar more than doubled
between 2007-2010 and 2010-2013. India has
focused its loans and grants on large-scale
infrastructure development, capacity building, and, to
a smaller extent, health. Notable projects include the
Trilateral Highway, which will connect India,
Myanmar, and Thailand, and the establishment of the
Myanmar Institute of Information Technology and
the founding and expansion of the India-Myanmar
Center for Enhancement of Information Technology
Skills. Large loans have also been directed towards
the modernization of agriculture.”**



Concluding Observations

Six years into political and economic reform, Myanmar today is a major recipient of international aid. This report
attempts to capture and explain some of the complexity of aid provision in contemporary Myanmar, a context
that affords both considerable opportunity and significant risk. Myanmar’s recent history of limited cooperation
is distinct, and government and cooperation partners have done well to forge the current system from this base.
Evolving from the region’s smallest recipient of aid per capita to one of the largest required significant effort on
both sides. Although questions remain about how to ensure that aid reinforces the democratic transition and the
peace process, millions of people across the country are now benefiting from better health, education, and
infrastructure with the help of international development partners. While support for civil society needs to be
maintained, the growing assistance provided through the government is helping to modernize the bureaucracy,
ensure universal access to social services, and encourage practices of participatory, people-centered development
planning. Yet this can only be the beginning, as much further work is required to navigate the challenges that
remain and deliver results for Myanmar’s poor.

Today, the aid system in Myanmar resembles that of many countries in the region—with many of the same
challenges. There is a large and diverse body of aid providers, not all of them major contributors, that
government must work with to define a strategic direction. Aid volumes also remain small compared to the
national economy and to government expenditure, and need to be thoughtfully targeted for maximum impact.
Donors also have a tendency to focus aid on easily accessible areas in and around Yangon, and care must be
taken to promote development for Myanmar’s remote and rural populations. While Myanmar’s external public
debt remains within safe limits for now, parliament will need to continue its oversight of government lending
decisions and push back on options that do not offer the best returns for Myanmat’s people.

Three broad areas of aid policy will require particular attention in the future:

1. Establishing a vision and strategy for Myanmar’s development. While more rigorous sectoral planning will
help, the lack of a comprehensive national development plan significantly limits the ability of development
partners to contribute. While a single planning document may be overambitious, there needs to be some
framework that supersedes sectoral planning and gives all actors an understanding of relative priorities, and
of important cross-sectoral issues such as gender, armed conflict, and ceasefire areas. It is legitimate for the
new government to propose its own vision if it does not wish to use the existing National Comprehensive
Development Plan, and all cooperation partners understand that developing an alternative would take time.
Given this, simply clarifying the government’s intentions regarding which sectoral plans are still applicable
and where new policy would be drafted would facilitate more coordinated and strategic development
cooperation.

2. Improving development cooperation around the peace process. While some cooperation partners have
largely avoided conflict areas in Myanmar, violence and insecurity continue to affect large portions of the
population and are a considerable constraint on development. It will take many years for this conflict to
significantly diminish, and cooperation partners need to think strategically about how they intend to
promote equitable improvements in living standards under these conditions, and what forms of development
they are willing to support. Dedicated support for the peace process is important, but in the interim there
needs to be closer collaboration between the development and the peace-and-security communities to
improve understanding of how to provide assistance that supports peace.

3. Building common understanding and collaboration among all cooperation partners. One of the great
opportunities afforded to Myanmar is that so many governments have stepped forward to offer assistance.
Yet, for development cooperation to be coordinated and oriented toward the same strategic, national
objectives, these actors need to talk with one another and engage in dialogue with the government together.
Transaction costs for government are high when support is too fragmented, and this reduces the volume and
quality of aid programming. Recognizing this, government needs to exert pressure on all cooperation
partners to work through common channels. It is also incumbent on OECD donors, particularly Western
donors, who to date have played the leading roles in the formal coordination architecture, to reach out to
other cooperation partners—informally, and through dedicated formal mechanisms where possible. This
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may involve supporting third parties, such as NGOs, to convene dialogue that brings donors together. Yet,
at the same time, cooperation partners who are currently disengaged need to recognize the hidden costs of
not engaging with others, and that they will have greater impact by coordinating with other government and
cooperation-partner initiatives.

These three points are just a sketch of improvements that could be made, but they can be a useful starting point
for the important task of improving development cooperation in Myanmar. While Myanmar has come a long way
since 2011, it remains one of the poorest countries in the region, with significant conflict and governance
challenges and critical deficits in infrastructure and social services that still need to be addressed. Yet, in
November 2016, there were US$6.3 billion in unspent aid commitments in Myanmar, and cooperation partners
have continued to commit more money since then. While the foundations for development cooperation may now
be in place, it is the vigor with which government and cooperation partners work to improve policy now, and the
quality of the solutions to the challenges detailed above, that will determine how many of Myanmar’s people are
lifted out of poverty in the years to come.
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Annex A

Methodology for aid-verification survey

In order to meet the data needs of this project, an independent aid-verification survey was conducted. The
OECD CRS Aid Activity Database had only been released for 2015 at the time of the study, and Myanmar’s
Information Management Unit’s’ 3W dataset did not have the financial data required for the project. While the
AIMS collects data of the type required for the project, without means to confirm when each funding agency
had last updated their data, there were concerns that coverage would be incomplete. For this reason, it was
decided to verify the AIMS figures for the major donors operating in Myanmar. Based on the project timeframe,
it was decided that this survey should focus on projects under implementation in November 2016.

The form created for this verification exercise was based on the AIMS data that can be downloaded for each
development partner, which is in turn based on the reporting directives of the OECD. Given expectations of
reporting fatigue among donor organizations, a simplified version of the form was circulated, with only eight
fields.

A long list of 25 donor agencies was assembled for the survey, from estimates based on OECD and AIMS data.
Of these, core contributions from two UN agencies were ultimately not included in the dataset. Discussions with
the Indian embassy confirmed that it would not be feasible to report Indian development cooperation in the
format required for the survey, though narrative summaries of projects were available on the embassy website.
The relevant staff at the Chinese embassy could not be reached for discussion within the project timeframe.

The remaining 21 donor agencies completed the form that our team sent to them. Donors received the form in
the first week of November, and data collection was completed in May 2017. Of the 21 agencies, seven requested
that we use their AIMS data, while the remaining 14 provided new data for inclusion. Data represents best
estimates and may not fully represent cooperation partner’s funding to Myanmar.
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Annex B

Introduction to OECD terminology

What counts as official development assistance?

In the OECD system, the measure of aid is called official development assistance (ODA).

ODA flows are defined as aid flows, to countries and territories on the DAC list of ODA recipients and to
multilateral development institutions, that meet the following criteria:

1. They are provided by official agencies, including state and local governments, or by their executive agencies.
2. Each flow transaction is

(@) administered with the promotion of the economic development and the welfare of developing countries
as its main objective;
(b) concessional in character. In DAC statistics for bilateral loans to the official sector, this implies a grant
element of at least
* 45 percent in the case of loans to least-developed countries and other low-income countries
(calculated at a discount rate of 9 percent);
e 15 percent in the case of loans to lower-middle-income countries (calculated at a discount rate of 7
percent);
* 10 per cent in the case of loans to upper-middle-income countries (calculated at a discount rate of 6
petcent).**

While official development assistance is a broad term, it does exclude some forms of cooperation between countries.
The finance must be supplied by an “official” source—a country government or multilateral development
institution. It does not include private charitable donations made by individuals, which are called private flows.
The second criterion excludes a range of other official international financial transfers, which the OECD DAC
system classifies as other official flows. These include export credits or support for private investments, military
aid, and cultural exchanges that have no element of capacity building.

An important subset of ODA is country-programmable aid (CPA). This excludes ODA that may never actually
make it to developing countries, including administrative costs and core funding to NGOs based in donor
countries. It also excludes aid that is not part of cooperation agreements between governments, such as when
local governments independently commit resources to a neighboring country. It also excludes aid that can’t be
planned on longer-term timeframes, such as humanitarian assistance. Measuring CPA is useful for actors
working at an individual country level, particularly for planning by government.

Who provides aid?
An important initial distinction is between aid from bilateral and aid from multilateral sources:

® Bilateral aid is provided directly from the governments of other countries, often through a dedicated aid
department such as the U.S. Agency for International Development (USAID), or the UK Department for
International Development (DFID).

® Multilateral aid is provided from the budgets of intergovernmental international organizations, such as the
European Union, the World Bank, and the Asian Development Bank. While all multilateral aid
organizations receive their funding from bilateral donors, these funds must be pooled under that
organization’s management, strictly limiting how much bilateral donor agencies can control the flow of
finances after the commitment to the multilateral organization has been made. Funding that is disbursed
through multilateral organizations but earmarked by the original donor is regarded as bilateral.

Globally, most ODA is provided through bilateral channels.?”” There ate a range of reasons that donors choose a

combination of bilateral and multilateral channels for their aid. Bilateral channels are more sensitive to specific

political and economic interests of providing countries, and this can have negative consequences for their total

development impact. Recipient countries may prefer multilateral channels, as they are less closely associated with

political or neocolonial interests. A major survey conducted in 2015 found that officials of recipient governments

consistently rated multilateral donors higher on the usefulness of their advice, their ability to set a positive

development agenda, and their helpfulness in project implementation.””® Multilateral organizations also provide
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a platform to prevent the fragmentation of assistance, though there is limited evidence that they are more
efficient.””

How is aid financed?

Donors also have different financial instruments they can use to deliver support to the recipient country. Three

broad categories captute the majority of aid flows:**

® Grants are transfers, in cash or in kind, in which the recipient incurs no debt.

® Debt Instruments are financial transfers that create a legal debt for the recipient, including loans,
reimbursable grants, bonds, and securities.

® Debt relief uses debt cancellation or reorganization to reduce the recipient country’s overall burden of debt.

Grants have historically been the primary form of development assistance provided by OECD donors: of the
US$191 billion committed in ODA in 2015, US$126 billion was in the form of grants, and only US$63 million in
the form of new loans.*"

There has been controversy in the past about the extent to which indebted recipient countries are hamstrung by
debt repayment.*” The Wotld Bank and the International Monetary Fund now maintain a commitment that
developing countries will never face a debt burden they cannot manage, and have systematically reduced the debt
burden of many developing countries through programs like the Heavily Indebted Poor Countries Initiative.
Nonetheless, there has been greater pressure recently for some OECD members to increase the loan component
of their portfolios, particularly in middle-income countries where repayment should be less of a burden.*”

How is the money spent?

Donors need the assistance of an implementing partner to achieve the goals of their aid programs. (Some
implementing partners may ultimately disburse the funds by transferring them to other partner organizations).
The OECD’s reporting framework for channels of delivery recognizes seven categories of implementing partner:

public sector institutions

nongovernmental organizations and civil society

public-private partnerships and networks

multilateral organizations

universities, colleges, and other teaching institutions, research institutes, and think tanks
private sector institutions

other

Donors consistently choose to channel aid through nonstate recipients in countries where governance is poor,
suggesting that donors are choosing recipients selectively to minimize waste and maximize results.”*

There OECD also collects data on a variable called the type of aid. As shown in table 10, the majority of aid is
distributed through project-type interventions, in which there is a clear specification of how the funding will be
spent and what outputs will be achieved, though there are six other types captured in the data:

® Budget support. The donor relinquishes exclusive control of the funds by contributing them to the
government budget. These can be further classified as sector-specific or general, nonearmarked
contributions.

® Core contributions. The donor relinquishes exclusive control of funds by contributing them to other
organizations. These may be NGOs, multilateral institutions, or pooled-funding mechanisms with other
donors.

® Project-type interventions: A project is a set of inputs, activities, and outputs, formulated in agreement
with the partner country to achieve specific objectives or outcomes within a specified budget and time
frame.

® Experts and other technical assistance. Project-independent technical expertise is provided in the form
of personnel, training, and research.

® Scholarships and student costs. Financial aid is provided for individual students studying in the donor
country.

® Debt relief. Debt relief encompasses all forms of debt reduction, including forgiveness, conversions, swaps,
buy-backs, rescheduling, and refinancing.*
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TABLE 8 The type of aid that attracts the greatest debate is budget

Types of Aid by ODA Commitment, 2015 support, whereby the control of donor funds is
’ relinquished entirely to the recipient government. Though

other forms of assistance can be implemented by
government and appear on the government budget, it is
Budget support 14323 only with budget support that control of the funds is
entirely relinquished by the donor. Budget support is
considered an effective way to promote country ownership
Project-type interventions 124,221 and sustainability of development assistance, but it is not
always clear when governments are well positioned to
spend that money effectively.”® A 2012 review of DFID’s

Scholarships and student costs in donor countries 2,948 budget-support operations, for example, found that the
effectiveness of budget support varied significantly

Core contributions and pooled programmes and funds | 22,113

Experts and other technical assistance 6,521

Debt relief 641 . -

depending on the recipient country, and that there were
Administrative costs not included elsewhere 8,196 signs of bias towards optimism regarding the recipient
Other in-donor expenditures 12631 country’s commitment to proper public financial

t.237

managemen
TOTAL 191,517

What limits are placed on how the money can be spent?

The spending of aid can be limited by whether it is tied or untied. Aid that is tied comes with conditions on how
it can be spent—typically requiring labor or materials to be sourced from the donor country. Untied aid comes
entirely free of these conditions. Pushing for the untying of aid is considered a significant opportunity for
improved efficiency by many international-aid policy organizations.*® From 2001 to 2008, efforts to untie aid
saw untied commitments rise from 46 percent to 82 percent of all ODA.*

What is the purpose of the spending?

The final feature for understanding different forms of aid is the idea of sectors.** The OECD coding system is a
hierarchical set of five-digit codes. The first three digits of these are specified as the DAC 5 code in the
codebook, while the full five digits constitute the CRS code. For example, while the code 110 corresponds to
Education, and 120 to Health, any number i between refers to a subset of education, such as 112 — Basic
Education (table 11).

Note, however, that this system will remain imperfect for understanding the intention behind any individual aid
commitment, and closer evaluation at the project level would be necessary to understand the specific objectives
and outputs intended for a given project. In particular, though OECD reporting only allows for a single sector to
be nominated, many projects are relevant for multiple sectors, so selecting only one sector for the project can be
misleading.

In order to better capture some of this complexity, the OECD also maintains a policy-marker field beyond the
purpose codes. These markers exist to capture whether a project either directly or indirectly seeks to promote
various policy outcomes such as gender equality, climate change adaptation, ot trade development.**' Each
marker allows the user to specify whether that policy objective is a principal objective of the project, a significant
objective, or not targeted in the project’s design.

TABLEY
Example of OECD Purpose of Aid Classification

110 - Education 112 - Basic Education 11220 - Primary Education

11230 - Basic life skills for youth and
adults

11240 - Early childhood education
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