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1. Myanmar is going through a critical transformation in its development path
- from isolation and fragmentation to openness and integration; and from
pervasive state control, exclusion, and individual disengagement, to inclu-
sion, participation, and empowerment.! This dual shift is happening against a
backdrop of broader political reforms that started in 2011 when a new administra-
tion took office. The country’s transition after the planned elections in 2015 will
be a major test of the progress on political reforms. There remain risks of political
instability, policy discontinuity, and stalled reforms due to vested interests.

2. The country’s history, demography, and geography create a unique set of
development challenges and opportunities: (i) emergence from a long period of
international isolation; (ii) widespread poverty, despite rich land, water, and mineral
resource endowments; (iii) a strategic location in the fastest-growing region in the
world, and the only country sharing borders with both India and China, with pros-
pects for rapid economic growth and “catch-up” improvements in the lives of peo-
ple; (iv) a dominance, albeit slowly receding, of the military and associated groups
in the economy, and (v) progress towards peace after a long period of conflict in
border areas.

3. Despite its potential, Myanmar today is one of the poorest countries in South-
east Asia. With a population of 51.4 million, the country has a per capita GDP of
$1,105, and the poverty rate is 37.5 percent, one of the highest in the region. Among
ASEAN countries, Myanmar has the lowest life expectancy and the second-highest
rate of infant and child mortality. Less than one-third of the population has access to
the electricity grid, road density remains low, at 219.8 kilometers per 1,000 square
kilometers of land area, and ICT connections are scarce, with mobile phone and
internet penetration rates at 1.1 percent and 0.3 percent, respectively. Myanmar’s
level of development used to be on a par with countries such as Thailand and Ma-
laysia only a few decades ago; today it is much lower, comparable with Lao PDR
and Cambodia.

4. The low level of development can be traced to Myanmar’s long history of
isolation, conflict, and military control of political and economic life. For most
of its post-independence period, Myanmar has been under military dictatorship and
has been ravaged by conflict in the ethnic minority border areas. State controls and
economic isolation resulted in suppressed entrepreneurship and a diminished role of

1 The term “triple transition” was used to describe the changes in Myanmar
since a new administration took office in 2011 - from a military system to democratic
governance; from a centrally-directed, closed economy to a market-oriented one; and
from 60 years of conflict to peace in the border areas. This SCD focuses on the “dual
shift” toward opening and integration, and toward inclusion and empowerment, to
highlight the socio-economic changes associated with the triple transition.




the private sector, stagnating infrastructure and technology, under-developed mar-
kets, and low levels of foreign direct investment. As Myanmar has been opening
up, the dominance of the military and groups associated with it in the economy has
begun receding, yet the shift is a gradual one.

Myanmar has made some progress in ending armed conflicts in the border
areas. Bilateral ceasefires have been signed with several ethnic insurgent groups
that for decades had been engaged in armed conflict with the central government.
However, the situation remains fragile and a national ceasefire is still under discus-
sion. An important recent concern is the recurrent outbreaks of religious violence,
primarily targeted at the country’s Muslim minorities and particularly at those who
identify themselves as Rohingya in Rakhine State.

Growth has accelerated since the transition, buoyed by improved macroeco-
nomic management, increased gas production and exports, and stronger per-
formance in non-gas sectors due as the economy opened up. On average, the
Myanmar economy grew at 5.1 percent between 2005/06 and 2009/10, and then at
an average of 6.5 percent since the transition. One of the key drivers of this growth
has been the export of natural gas, which is highly capital intensive and not in-
trinsically inclusive. Manufacturing, construction, and services have also registered
strong performance due to the opening up. At the same time, the contribution of the
more labor-intensive agriculture to growth has been small and variable. Overall,
notwithstanding significant structural change since the mid-1980s, driven by the
gas sector, Myanmar’s current economic structure resembles that of a lower income
country. In 2012, agriculture still accounted for 36.4 percent of GDP (and employed
over half of the workforce), compared to 37.3 percent for services and 26.3 percent
for industry.

This Systematic Country Diagnostic (SCD) aims to identify priorities for
Myanmar to reduce extreme poverty and boost shared prosperity. In line with
the WBG’s new country engagement model, the findings of the SCD will provide
inputs for the preparation of the upcoming Country Partnership Framework (CPF),
which will outline the WBG’s engagement to help Myanmar achieve these twin
goals for its member countries. Significant information gaps make this exercise a
particular challenge. The SCD draws on data from various sources, including a
review of existing reports on Myanmar, a more in-depth analysis of the 2009/10
Integrated Household Living Conditions Assessment (IHLCA) survey data (the
most recent survey on poverty and living conditions), information from other non-
IHLCA surveys such as the Qualitative Social and Economic Monitoring (QSEM)
survey, the Investment Climate Assessment (ICA) Enterprise Survey recently con-
ducted by the World Bank, and extensive consultations with stakeholders across the
country. Weaknesses in data quality—particularly with regard to poverty, national
accounts and population—constrain the analysis in this SCD (see Box 3).

Conceptually, the framework for the Myanmar SCD has four elements. First,
it determines the profile of the poor in Myanmar, in order to understand their char-
acteristics, where they live, and the drivers of poverty. Second, it identifies the key
pathways for ending poverty and boosting shared prosperity. Third, it determines
the constraints that lie along these pathways and hence, fourth, the possible areas of
intervention for the country to accelerate progress towards ending poverty.

With an estimated poverty rate of 37.5 percent in 2010, Myanmar’s absolute
poor overlap with the bottom 40 percent. This poverty rate, based on an inter-
nationally comparable method of analysis, is higher than an earlier estimate of 26
percent using the same 2009/10 national household survey. Most of the poor live
in rural areas (76 percent), and poverty is most heavily concentrated in conflict-af-
fected areas: poverty rates in Chin State stand at 71 percent and, in Rakhine at 78
percent, both with substantial numbers of ethnic minorities. Urban poverty (34.6
percent) is higher than expected. With a Gini coefficient of 0.29, income inequality
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in Myanmar is relatively low, compared with neighboring countries.

A range of economic and social factors are responsible for driving people
into poverty in Myanmar.The key drivers include low labor productivity, and in
a largely rural society, low agricultural productivity (particularly for rice, the coun-
try’s main crop), landlessness, erratic rainfall, lack of access to markets due to poor
rural infrastructure, internecine conflict and communal violence, and poor govern-
ment policies. Data also show that many households in Myanmar are vulnerable to
unanticipated shocks, which cause them to stay or to fall back into poverty.

The SCD identifies three groups of poor: traditional, transitional and ex-
cluded poor. The “traditional” poor are heavily concentrated in rural areas, have
very low levels of education and depend on agriculture for their livelihood, but
have limited access to key productive assets and factors like land and finance. The
“transitional” poor often live in urban and peri-urban areas, have transitioned out
of traditional rural livelihoods but still work as low-skill casual laborers. Finally,
the socially-marginalized and “excluded” poor are excluded from opportunities for
productive economic activity for a range of reasons, including by virtue of ethnicity
and geography. The causes of poverty for each of these groups are many, with some
that are common to all of them, and some that are specific to each group.

Ending the poverty of the working poor, both “traditional” and “transi-
tional”, will require increasing returns to their main asset—their labor.For
the majority, the “traditional poor”, who currently depend on agriculture for their
livelihood, this will mean both raising the returns to agricultural cultivation, while
in parallel facilitating their movement from lower value-added agriculture-related
activities to higher value-added activities off the farm by stimulating private-sector
job creation. For the “transitional” poor, the opportunities for private-sector led off-
farm employment and income generation will be critical.

Investments in human capital and better access to quality basic services will
be critical to ending the poverty of all three groups of the poor — both their
income and non-income dimensions of poverty. Better access to primary health
care, water and sanitation, electricity, and basic education are important, not only
to improve well-being, but also to reduce vulnerability to poverty, enhance current
income generating opportunities and lower the inter-generational perpetuation of
poverty.

Lastly, for the “excluded” poor—communities in remote conflict-affected ar-
eas, members of socially-marginalized groups, families without anyone capa-
ble of productive work—a focus on increasing the returns to labor is unlikely
to be sufficient. By definition, these groups have been or are likely to be excluded
from or less connected to opportunities for productive economic activity. For these
groups the pathways out of poverty will likely have to include specific targeted
interventions and programs of assistance.

Grounded in the poverty diagnostic, the SCD identifies two main pathways
for ending poverty and boosting shared prosperity in Myanmar. The first
pathway entails promoting openness and sustainable private sector-led growth
for more jobs. Growth is expected to come from a combination of investment,
continued increase in natural resource exports, and increasing productivity. A key
over-arching principle is ensuring greater participation of the domestic and foreign
private sector in the economy (particularly in the sectors with greater potential for
job creation), fostering integration with the global economy, enhancing labor pro-
ductivity, and adopting an integrated approach to the management of its natural
resources, particularly the Ayeyarwaddy river basin. The other pathway entails
promoting universal access to basic services and empowerment for inclusive
growth, particularly in rural areas. This pathway will benefit all groups of poor.
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Priorities for Myanmar to create jobs in manufacturing and services include
opening up the space for foreign and domestic investors and facilitating ac-
cess to domestic, regional, and international markets. One “quick win” will
come from removing the remaining policy and institutional constraints to entry by
new domestic and foreign private sector investors, to the expansion of operations by
existing investors, and to domestic, regional, and international market access. Some
of the required policy and institutional changes may take time to be carried out or
may be politically sensitive but most can be implemented in the short to medium
term.

Increasing agricultural productivity is expected to have a high impact on
poverty, with much scope for short term gains. Since the majority of the tradi-
tional poor are engaged in agriculture, increasing productivity would have a high
impact on poverty reduction as it would increase returns to labor. There is huge
potential for improvement in Myanmar - wide deficiency gaps exist in rice yields,
diversification, and value-addition. Increasing access to land and tenure security
will support increased agricultural productivity but great care will need to be taken
in carrying out land reforms. In the short term, the focus should be on fully under-
standing the nature and scale of the problem, as well as carrying out consultations
on the way forward.

Addressing shortages in power, an under-developed financial sector, short-
ages in skilled labor, and low supply of ICT services will have a significant
impact. In the short to medium term, it will be important to build on efforts already
underway to increase overall generation, transmission, and distribution of electrici-
ty. Similarly, significant progress can be made in the short term in modernizing and
deepening the financial sector. Finally, to ensure long-term sustainability of poverty
reduction efforts, it will be important for Myanmar to adopt an integrated approach
to the management of the Ayeyarwaddy river basin and develop a nationally agreed
environmental and social Safeguards framework that is based on best practices.

Promoting universal access to critical services and extending them to the ru-
ral areas and other disadvantaged groups will have a high impact. Given that
most poor people in Myanmar live in rural areas and have limited access to critical
services, extending such services to currently under-served rural areas and dis-
advantaged groups (such as the excluded poor) is important for reducing poverty.
Expanding the coverage of the health system and the quality of health services is a
priority where action can be immediately scaled-up. Increasing education services
and vocational training will also be important although its impact will not be real-
ized in the short-term. Interventions for increasing access to water and sanitation are
also likely to have a high impact on poverty reduction. In addition, access to elec-
tricity, better rural road connectivity, microfinance, and rural telephone services all
will empower the poor both by facilitating access to social services and enhancing
opportunities to engage in productive income generating activities.

In addition to the two main pathways, the SCD identifies four critical
pre-requisites for Myanmar’s development: facilitating the political transition,
enhancing social inclusion, maintaining macroeconomic stability, and improving
public sector capacity and governance for policy making, coordination, and service
delivery. Continuous action in all these areas will be essential for sustained and
inclusive growth, poverty reduction and shared prosperity.

Finally, the SCD identifies various knowledge gaps and offers suggestions
on future analytical work to help fill these gaps. For example, there is need
for further work to better understand the extent and nature of poverty in Myanmar,
particularly the situation in the border areas, as well as update the poverty numbers.
The census that was recently conducted is expected to provide an updated sampling
frame for carrying out a nationally representative IHLCA, to lay the basis for have
more credible poverty numbers. Some of the knowledge gaps to be filled will help
in identifying priorities at a more granular level i.e. priorities within priorities.
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