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Conceptualizing Public Sector Reform in Myanmaris a joint research effort between The Asia Foundation and the Centre
for Economic and Social Development of the Myanmar Development Resource Institute, aimed at explaining how reform
of the public sector is an essential part of the transition from a form of authoritarianism to democracy. It sets out some of
the issues involved in thinking about public sector reform that could assistin establishing a common platform for dialogue
on this important topic. More specifically, we probe the definition of what is meant by ‘public sector’ in Myanmar, what
can be learned from the history of public sector reform going back to the time of General Aung San, what are some of the
strengths and weaknesses of the public sector in Myanmar, and what are some options and a potential framework for
thinking about reform as effective change. We hope that the research will contribute to the increasing focus in Myanmar
on public sector reform by the government, parliament, private sector, civil society, and media, as well as the international

development community. The full report can be found on The Asia Foundation's website at www.asiafoundation.org

Myanmar has captured the world’s attention with its transi-
tion away from authoritarian military rule towards democ-
racy. Since 2011, a series of major reforms have seen the
country move from a repressive political system to one that
is more concerned with people-centered development; from
a state-dominated to a market-oriented economy, from de-
cades of ethnic conflict rowards a nationwide ceasefire and
political dialogue; and, from regional isolation to re-engage-

ment in global affairs.

This process of political and economic transformation has
been accompanied by calls for reform of the public sector
in Myanmar from many quarters. Political parties have
taken to the streets over constitutional reform; students
have marched to demand changes to the National Educa-
tion Law; farmers have protested for land rights; and urban
residents have complained about frequent power ourtages.
Public expectations of government are rising, and demands
are more visible now given the greater space for public

expression in recent years.

Outspoken criticism of the public sector, however, has also
come from some surprising sources. President U Thein Sein

and his senior ministers have delivered a series of, at times,
blistering speeches calling for a change in the ‘mindset’ of
government officials.

In July 2013, the President delivered an historic speech in
London where he set out his government’s ambitious reform
agenda. “I speak to you at a pivotal moment in the histo-

ry of Myanmar,” he said. “We are aiming for nothing less
than a transition from half a century of military rule and
authoritarianism to democracy.” In meetings with senior
government officials in 2014, he continued to Cmphasizc
that chronic corruption still plagued the civil service and
that civil servants need to transform their thinking and the
way they work.

In this context, in 2014, The Asia Foundation and the Cen-
tre for Economic and Social Development of the Myanmar
Development Resource Institute embarked on a research
initiative on public sector reform. The goal was to contrib-
ute towards a more informed public dialogue on this subject
that is critically important for the country’s political and
economic transition. In preparing the report, the research
team spokc to government officials, parliamentarians, policy



advisors, civil servants, newspaper editors, farmers’ and
workers’ unions, and civil society activists in Yangon and

Nay Pyi Taw who generously shared their thoughts with us.

We discovered that much common ground is shared among
reform-minded people across the political divides in Myan-
mar—more, in fact, than polarized party political debates
or newspaper articles sometimes suggest. Political trust is,
however, a precious commodity, and one of the greatest
challenges for the reform process is to restore trust between
the state and the public.

Our research provides an explanation of what is meant by
the public sector in Myanmar, examines what can be learned
from the history of public sector reform going back to the
tin]C 0{: GCHC["&] Aung Sa[l, Considcrs some St!‘C!lg[hS aﬂd
weaknesses of the public sector in Myanmar, and presents
some options and a framework for thinking about reform as
effective change.

THE PUBLIC SECTOR

When we spcak of the public sector in Myanmar, we are
referring to the Union Government, the state and region
governments, Union territories, and state economic enter-
prises. The 2008 Constitution of Myanmar sets out three
branches of the state: the executive, the legislature, and the
judiciary. The focus of our research is on the executive.

Myanmar has the formal attributes of a federal system of
government, and the Constitution lists the powers of the
Union, and state and region governments. At the moment,

however, most powers still remain with the Union gov-
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ernment. State and region governments have very limited
powers, and these are restricted mainly to matters concern-

ing local infrastructure and local economic activities.

The country’s administrative structure is set out in the Con-
stitution. The Union consists of 14 states and regions. States
and regions are constitutionally equivalent—with ‘state’
referring to areas where the ethnic minority communities are
generally located, and ‘region’ referring to areas where the
Bamar majority reside. States and regions comprise 4or5
districts, on average, with 73 districts in total. Districts com-
prise 4 or 5 townships, on average, with 330 townships in
total. Townships consist of wards in urban areas, and village
tracts in rural areas,

The public sector delivers the core functions of government
such as economic management, public infrastructure,
health, education, and welfare services. It also includes
gOVCrnlnent buSinCSS Cl‘ltCrpriSCS Such as thC Myaﬂm:l ()il
and Gas Enterprise. In the box below, we list 12 ‘fast facts’
about the public sector today.

In many countries, public sector cmployﬁcs are divided into
civil servants and other government employees. Civil ser-
vants work for government ministries in public administra-
tion. Other government employees include state enterprise
workers and sometimes personnel such as teachers, health
workers and policc. In Myanmar, however, all public sector
employees are engaged under the Civil Service Personnel Act.

BOX 1: TWELVE ‘FAST FACTS’ ABOUT THE PUBLIC SECTOR IN MYANMAR
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The public sector comprises nearly 1 million employees.
The Ministry of Education has the most personnel (38%), followed by the agriculture, forestry, and fisheries

ministries (12% total), the Ministry of Home Affairs (11%), and the Ministry of Health ( 7 %).
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Myanmar’s public sector has historically been small compared to other countries in Southeast Asia.

Public revenue has recently doubled to 23% of GDP, mainly due to new petroleum revenues.

Public spending has also doubled, though health and education still comprise just 5.4% of the budget.
Forty-four state economic enterprises account for 7% of GDP, less than the international average of 11%.
State economic enterprises generate two-thirds of public revenue.

Myanmar’s tax-to-GDP ratio, at 3.3 to 7.4%, is one of the lowest in Asia.

Myanmar has a federal-style system of government, with Union, state and region governments.

0. Myanmar is one of the more centralized states in Asia, with the Union Government formally transferring just

12% of total public expenditure to the states and regions in 2014.

11. As yet, state and region governments do not have civil services to administer their expenditures.

12. Myanmar does not have an elected third tier of government below the state and region governments, which in

some countries is called ‘local government’.



REFORM OF THE PUBLIC SECTOR

When we talk about ‘public sector reform’, we are speaking about activities that drive systemic and sustained
improvements in public administration. We focus on the qualiry and effectiveness of public sector management and

institutions, and the appropriate role of the state in society. In the box below, we list some typical reform goals.

BOX 2: PUBLIC SECTOR REFORM GOALS

In many countries around the world, governments have been trying to find ways to make their public sectors
more effective. Some typical public sector reform goals are to:

*  Sustain public spending

*  Improve service delivery

» Increase efficiency and value for money

* Increase transparency and accountability

*  Strengthen the strategic management of government

*  Decentralize functions to sub-national government

*  Improve public sector leadership and management

*  Engage citizens

* Improve the corporate governance of state economic enterprises

One of the main expectations that people have of government today is that it improves living standards. When govern-
ment performance is measured using an outcome indicator such as UNDP’s Human Development Index, Myanmar ranks
relatively low. When pcrf(}rmance is measured using a process indicator such as that of the World Bank’s Country Policy
and Institutional Assessment (CPIA) which measures the quality of public sector management, Myanmar still ranks below

its near neighbors (see Table 1).

TABLE 1: MEASURING GOVERNMENT PERFORMANCE USING OUTCOME AND PROCESS INDICATORS

INDICATOR MYANMAR NEIGHBORING COUNTRIES
INCOME Thailand 13,364
UNDP Human Development Index Vietnam 4,892
2014 (Gross national income per 3,998 Lao PDR 4,351
capita or GNI;USS Purchasing Cambodia 2,805
Power Parity) Bangladesh 2,713
HUMAN DEVELOPMENT Thailand 89
UNDP Human Development Vietnam 121
Index 2014 (Ranking out of 150 Cambodia 136
187 countries) Lao PDR 139

Bangladesh 142

QUALITY OF PUBLIC SECTOR

MANAGEMENT AND ngn:gﬁ ?:?15

INSTITUTIONS .

World Bank 2013 Country Policy o ol we o5
Cambodia 28

and Institutional Assessment
(Low=1, High=6)




In Myanmar, the government of President U Thein Sein

has already started to reform the public sector. As part of its

‘pC()piC—CCIltCFCCI ClCVClUPmCHt‘ ﬂgcﬂdﬂ. thC g{)vcrnmcnt is

decentralizing decision making from Nay Pyi Taw to states/

regions, districts and townships. Dcspire the reluctance of
some government ministries, township committees have

been created, with some members drawn from civil society

to ensure greater public voice in decision making.

The government has been successful in reducing the price

of mobile phone calls and making mobile phones available
to many more Pe()PlC. Tl'li.'j was achined by thc gUVﬁrnant

cnding the m()nopn]y of the Ministl’y of Communication
and Information Technology and opening the market to
two new international telecommunication companies.

'The government has also been successful in cutting ‘red
¥ - .. ) . < -
tﬂpc Fﬂr bllS]l)L’SS ﬂ“d citizens by Str[‘:a]nl]]]lng bl.lSilICSS
processes’ in some ministries. For example, in 2014 the
Ministry of Immigration slashed passport issuance time
from 21 days to 10 days and cut in half the required fee.

This reform is important given the severely restricted

freedom of movement in Myanmar for many decades and

in opening up opportunities for citizens who want to work

or .‘SEUdY abm ﬂd.

The government would also like to highlight a number of
reforms that have not received much public attention, but
which are important for improving public administration.

These include the Central Bank of Myanmar Act, the new

public finance management strategy, the new Finance
‘ommission, the new Anti-Corruption Act, the new Civi
C th Anti-C tion Act, tl Civil

SCI’ViCC PCI"S()HHC] ACI, ﬂ.l'!Cl new cabinct PI."OCC.SSCS.

Viewed in the context of Myanmar’s transition from
authoritarianism to democracy, then the following
characteristics of the c:ountry’s public sector are of particular

interest.

*  The milirary rule of more than half of the period
between 1948 and 2008 has left a legacy of governing
by directives and commands, rather than by public

administrative law and institutional practices.

*  The ‘disciplined-flourishing democracy’ established
by the Constitution of 2008 assigned control over
important ministries such as Defence, Home Affairs,
and Border Affairs to the militﬂ]'y, rather than to the

civilian government.

¢ 'lThe General Administration Department within the
Ministry of Home Affairs acts as the ‘steel frame’ of
the government. It plays a key coordinating role in a
public administration that is highly fragmented across
the ministries.

*  The state and region governments have very limited
legislative or revenue powers according to Schedules
Two and Five of the Constitution. One of the most
important questions for future public sector reform




in Myanmar is how best to distribute functions
between the Union Government and the state/region
governments.

The budget process at present provides parliament
and the public with minimal information about
public finances and limited opportunities to influence
budgetary outcomes. The budget needs to be restored
to its position as the government’s most important
statement of public policy and accountability.

Patterns of public expenditure were distorted by a
succession of authoritarian governments. Despite the
positive changes made by the current government,
Myanmar continues to have high military and
capital expenditures and low health and education
expenditures.

Low government tax revenue indicates a generalized
weakness in state capacity. As indicated above, at just
3.3 to 7.4%, Myanmar has one of the lowest tax-to-
GDP ratios in Asia. This suggests a lack of capacity in
tax administration and problems with corruption. In
some countries it also indicates thar citizens lack trust
in government.

The public generally perceives that in the past, civil
service recruitment was not merit-based because in
many ministries, former military officers oceu py
almost all senior civil service positions. An inclusive
civil service that reflects the diversity of the entire

population of Myanmar could help restore public trust.

The policy function of the civil service is weak. Under
the authoritarian governments, policy was formulated
by the party during the People’s Council era, and by
the military after they seized power in 1988. In recent
decades, the ministries have not played much role in

policy formulation.

State enterprises would benefit from improved
corporate governance. Better management, auditing,
and reporting structures would help to make state
enterprises and military-controlled holding companies
more effective. These improvements would also reduce
‘crony capitalism’ and other forms of corruption that

were rampant under past aurhori[arian regimes.

'The oil and gas sector has recently become important
for Myanmar. Since 2011, due to oil and gas
production, public revenue has doubled to about 23%
of GDP. Strengthening governance structures in the
natural resource sector now could stop oil and gas
production from turning into a ‘resource curse’ that
leads to greater inequality and corruption.

By looking at public sector reform in Myanmar from

the perspective of transition from an authoritarian to a
democratic system, we can see much commeon ground
among reform-minded people across the poli{ical spectrum.
In the section below, we draw on some of the characteristics
of the public sector to set out some options for its reform.

LESSONS FOR PUBLIC SECTOR REFORM
Where should public reform stare? This is a challenge for

any government when embarking on public sector reform.
Myanmar has many urgent reform priorities, which makes

the unS[lOI'l Of where to start even more pressing.

Myanmar hﬂ.s ml.lch to lcal'n frﬂm Otl'l.(:‘r Cﬂuﬂtriﬁsz
experiences with public sector reform. Some countries

in the region, such as South Korea and Indonesia have
Lmdergone successful transitions from authoritarianism to
democracy, while others such as Malaysia and Singapore
have achieved economic and social progress with public

administration traditions similar to those of Myanmar.

Technical experts from around the world have useful advice
for Myanmar on how to sequence reform. In Myanmar,
this advice is included in the Framework for Economic

and Social Reform published in 2013. Lessons from the
transition of the former ‘People’s Democracies’ of Europe
are also relevant because in the 1970s and 1980s, Myanmar
modelled its public administration on countries such as
East Germany and Czechoslovakia.

We believe very strongly, however, that Myanmar also has
much to learn from its own too-often-forgotten history of
public sector reform (see Box 3). Myanmar’s first Prime
Minister, U Nu, led a country attempting a transition
from colonial authoritarianism to democracy. The colonial
state was highly centralized, obsessed with maintaining
order, and spent little on public services. The economy
was structured to benefit a minority, and not to distribute

wealth more widely.

Myanmar’s rich experience of public sector reform can be
divided into four eras. After independence, democratic
governments were in power from 1948 ro 1962, followed
by the Revolutionary Council from 1962 to 1974. Then
the Burma Socialist Programme Party ruled from 1974 to
1988, followed lJy the military regime from 1988 to 2011.
While there were many changes over these years, there was
also much continuity. The Secretariat system of the civil
service, for example, was only dismantled in 1972.



BOX 3: LEARNING FROM MYANMAR’'S HISTORY OF PUBLIC SECTOR REFORM

Many of the key challenges facing public administration from 1948 to 2011 are still relevant today. How to build
effective state institutions? How to decentralize decisions from Nay Pyi Taw to the townships? Which public service

].'CSpOllSibil.il’ieS to delcgate to state and l'EgiOll governments? HOW to manage the COIPOI’EII'E governance Of state

economic enterprises? If we look to Myanmar’s history, then we could learn much from the following experiences:

*  The civil service Secretariat model with permanent secretaries from 1948 to 1972

*  'The post-independence state governments from 1948 to 1962

*  The State Enterprise Boards from 1948 to 1962
s The decentralization reforms from 1948 to 1988

¢ The transition from the Public Service Commission to the Union Civil Service Board from 1948 to 2011

One of the most tragic lessons from this history is the
terrible toll that 60 years of civil war has taken on Myan-
mar’s society and economy. Myanmar entered the 20th
Century as one of the richest societies in Asia; it entered
the 21st Century as one of the poorest. Recurring conflict
has seriously distorted the public sector in Myanmar and
contributed to the rise of authoritarian governments.

For these reasons, we believe that a sustained peace settle-
ment is an essential precondition for a successful transition
from authoritarian to democratic forms of public sector
governance. It is also true, however, that public sector
reform can, in turn, contribute to restoring public trust in
government by transforming civil-military relations, as well
as relations between the Bamar and the other ethnic and
religious groups in the country.

OPTIONS FOR PUBLIC SECTOR REFORM IN MYANMAR

We have prepared a matrix of options for public sector

I'CFOI'ITI thﬂ[ Cll'ElW on lCSSO]IS FTOIT] MYB.I] mar’s hiStOTY as \VC“

as recent reform experience (Table 2). We do not offer these
options as a comprehensive plan for the future, as that
would require much additional work and time to pmducc.
Rather, we take the pragmatic view that specific reforms are
urgently needed and should be implemented now. As such,
we highlight some pressing problems that can be tackled
immediately so that the reforms can broaden and deepen
over time.

This brings us to our final point: the participation of the
public. We believe strongly that public sector reform is an
iSSU.C that concerns CVC[yOﬂC il’l Mya.nn'lal'. WC hOPC that

all stakeholders in Myanmar—those in the government,
parliament, political parties, media, private sector, as well as
civil society—will find this paper helpful in raking forward
the discussion of public sector reform already underway in
the country. Likewise, we hope that the international de-
VCIOP”]CHt CDmn]uﬂity Wi” ﬂ]SO ﬂnd our l‘CSC:erh ﬁl1diﬂg5

llSE!fUl f(}l' program considerations.




TABLE 2: OPTIONS FOR PUBLIC SECTOR REFORM IN MYANMAR

# Public Sector Reforms Reason Examples
o - : -
Good leadership is necessary for S_trfength_e he pohcy‘ cgpabmty e
: civil service by establishing a reform
reforms to succeed. The Office of ’ e : :
; ) " policy unit in the Office of the President.
: the President provides political
Strengthening the center of . L .
1 leadership, strategic direction, policy ; T ;
government - , ST Expand public communications in the
coordination, public communications, i ) .
. . Office of the President to provide the
and reform tracking across the entire > : :
public with better information on the
government.
progress of reforms.
Improve the budget process so that
parliament and the public have access
The government can achieve quick to information and can contribute to
; iy, s i [ ic fi overnment decision making on public
Progressing public finance wins by mgnagmg public finances 9 . gonp
2 better, redirecting money to where revenue and expenditure.
reform - . ‘
it is most needed, and improving tax
collection. Strengthen the Ministry of Finance's role
of providing line ministries with policy
direction on budgets.
Open civil service positions to all
Myanmar citizens by improving merit-
based recruitment and promotion
A modern, professional, and inclusive pragtices,
; ; civil service that reflects the ethnic : : . g
Promoting a professional . S Ensure civil service training reflects
3 . . and religious diversity of the country ]
civil service 3 : the new democratic values of the
is an important step towards e
‘ ) ‘ Constitution and promotes the rule
restoring public trust in government.
of law.
Review civil service salaries and grade
structures.
Establish a taskforce in the Office of
the President to fast track policy on
Establishing effective state and Union, state and region government
Catisolatg A reglorj gqvernments is an |mportant respon;;blhtles in a sector such as
4 : contribution towards effective education.
region government :
and responsive governance and a
sustainable peace settlement. Prepare draft amendments to Schedules
One and Two for parliament’s
constitutional committee to consider.
Introduce a public complaints
The government needs fo mechanism that citizens can access at
demonstrate that the reforms the level of the township administration.
5 Improving service deliver translate into better public services
P 9 ¥ in sectors such as health, education, Establish basic performance information
water and sanitation, irrigation, and systems so that cabinet can track
roads. progress in service delivery.




# Public Sector Reforms

Reason

Examples

Supporting clean

Overcoming widespread corruption
can help both to restore public

Improve tax administration practices to
cut corruption and end widespread tax
evasion.

enterprises

economic and social development.

6
overnment trust in government and to improve :
g . J . P Reduce waste by ensuring that
service delivery. o
government ministries follow
competitive procurement practices.
Improve corporate governance practices
) : in state economic enterprises, including
; 2 State economic enterprises make a ; ;
Reforming state economic L N ; those in the oil and gas sector, as well
7 significant contribution to Myanmar's

as military-controlled holding companies,
to make all these more effective and
accountable,
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