
Collection of Papers on Myanmar’s Financial Sector

10 11

Collection of Papers on Myanmar’s Financial Sector

PUBLIC FINANCE

The New Legal Structure 
The 2008 Constitution has introduced a new decentralized sys-
tem through creating new institutions at the Union and State/
Region level. The constitution stipulates a federal structure with 
14 states and regions with separate budgets and funds. At the 
union level, the executive, legislative, and judicial branches were 
established according to article 12 in the constitution for check 
and balance, and states/regions were empowered with their own 
parliaments through article 12 (World Bank, 2013a). The Fi-
nancial Commission created through article 230 has the highest 
policy power, and the Union Parliament has the Union budget 
regulating power. The new structural arrangements have signifi-
cant changes on the financial arrangements and management.

Policy initiatives were also introduced from the President Office 
in support of the decentralized system. In the speech by President 
Thein Sein in December 2012, he outlined the reforms to 
improve the management and administrative performance of the 
government agencies to reflect the people-centered development. 
Furthermore, new administrative changes were introduced to 
incorporate the bottom-up approach. This has also caused changes 
in fiscal structure to take into account the request made by the 
communities. The Presidential speech made in August 2013 
stated future fiscal decentralization arrangements through public 
service delivery and empowering state/region governments.

Myanmar Attempts to Fiscal Decentralization Reform 
by Cindy Joelene

Fiscal decentralization describes the way in which expenditure 
responsibilities and corresponding financial resources are provided 
to subnational levels. Some discretion over resources may be 
deconcentrated to lower tiers of central ministries or more complete 
control devolved to local government with a system of planning and 
budgeting, local revenue, central-local transfers, and borrowing.

“Fiscal Decentralization can be looked at in terms of four 
basic building blocks or “pillars” (UNDP 2005). First are 
the arrangements of expenditure responsibilities to different 
government levels. Second is the assignment of tax and 
revenue sources to different government levels. Third are 
intergovernmental transfers---central governments may provide 
regional and local governments with additional resources 
through a system of intergovernmental fiscal transfers or grants. 
Fourth is the issue of subnational borrowing and whether 
local governments are permitted to borrow to finance revenue 
shortfalls” (Zaw Oo et al., 2015).

Budget Process
The budget process is decentralized; State Administrative 
Organizations and line ministries set their own expenditure 
proposals. As Myanmar has five main tiers of government, 
the budget process, therefore, takes five steps from a bottom-
up approach. The budget preparation process usually starts in 
August and ends in March (see figure 1).

The Budget Department of Ministry of Finance (MoF) is 
responsible for collecting and consolidating the recurrent budget 
(World Bank, 2013b). This includes proposals made from 
the Union Ministries, Union Government, State Economic 
Enterprises, and Nay Pyi Taw Council as well as state/region 
budget. The Ministry of National Planning and Economic 
Development (MNPED) is responsible for collecting and 
consolidating the capital budget (World Bank, 2013a). This 
includes proposals for investment and infrastructure development.

While the budget preparation is supposed to have a 
decentralized and participatory approach, the needs are gathered 
at the township level departments and passed on to the state/
region budget department and planning department for more 
discussions and consolidations. These budget proposals are then 
discussed at the state/region cabinet meeting and if the budget 01

proposal is agreed on by the state/region cabinet, it will pass 
to state/region Hluttaw (Parliament). At this stage, there are 
no changes or few changes are made before submitting to the 
Financial Commission. The Financial Commission will finalize 
the state/region and union budget proposal at the national level 
after discussions at the commission (Nixon et al., 2013).

Departments under state/region responsibility prepare proposals

State government prepares a budget proposal

Submitted to state/region Hluttaw for discussion

Submitted to Union Finance Commission, which integrates state/region budgets with Union Budget

Budget submitted to Pyidaungsu Hluttaw (Union Parliament)

Pyidaungsu Hluttaw passes Union Budget

State/region Hluttaw drafts and approves state/region Budget Law

During Year 
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October

November

December

February/March

March

Source: Nixon et al. (2013)

Figure 1       State/Region Budget Preparation Process

Union Finance Commission
The Financial Commission was established according to the 
2008 Constitution to integrate the Union Ministerial budget 
proposal and state/region budget proposal into the Union 
budget. Financial Commission comprised of the President, two 
Vice-Presidents, the Auditor and Attorney General, the Minister 
of Finance, the Nay Pyi Taw Council Chairman, and each of the 
14 Chief Ministers.1

As stated in the Constitution, the Financial Commission could 
define policy goals and a fiscal framework for the new structure. 
Previously in 2011, the policy making function was centralized 
by the President’s Office; nevertheless, in the new planning and 
budgeting practices, Public Financial Management (PFM) policy 
functions have been deconcentrated to Ministry of Finance and 
the MNPED (Bank, Public Financial Management Performance 
Report, 2013). The Financial Commission works occasionally 
with MoF and MNPED on some policy settings.

The Financial Commission meets to discuss the budget proposals 
sent from the Union Ministries and state/regions.2 It considers 
issues on debt ceiling and contributions to be made from the 
Union to the state/region budget (World Bank, 2013a). While 
the Financial Commission was newly established in 2012, it 
has remained as a forum for compiling budget proposals, rather 
than setting a fiscal policy framework for the Union with little 
interaction between the ongoing fiscal decentralization reforms 
(Nixon & Joelene, 2014). The Financial Commission comprising 
of Chief Ministers from states/regions affects the bargaining 
power on budget allocations of funds under schedule II
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Art. 230. 

The budgets of the Union Ministries and Union level organizations are to be vetted by a Vice-President assigned by the 
President, and the estimated budgets of the Union level organizations including the Union Ministries are to be submitted to 
the Financial Commission
The budgets of the Region or State are to be vetted by the other Vice-President assigned by the President, and the estimated 
budgets of the Region or State are to be submitted to the Financial Commission. 
The Financial Commission shall: 

submit to the Pyidaungsu Hluttaw with recommendation for the Union Budget which includes the expenditure of the 
Union territory, a supplementary finance as suitable to the Regions or States from the Union Fund, giving grants as a 
special matter and permitting loans; 
advise financial matters that should be undertaken; 
carry out the duties assigned by the Pyidaungsu Hluttaw through the promulgation of law for the emergence of a 
substantial financial system.

The Financial Commission shall submit with recommendation to the President, the Bill of Union Budget, which includes 
Union Budget, the distribution of suitable funds from Union Fund accounts to Regions or States, the provisions or funds as 
a special case and disbursing of necessary loans for submitting them to the Pyidaungsu Hluttaw.

Box 1    Role of the Financial Commission

Source: Constitution of Myanmar (2008)

Even though the Financial Commission discussed the revenue 
and expenditure allocations alongside the expenditure 
responsibilities of the Union Ministries and state/region 
government, functional and expenditure responsibilities among 
different levels of government were not clearly defined in the 
constitution. The current legal framework leaves ambiguity to 
some of the expenditure responsibilities and overlaps the Union 
(schedule I) with the state/region (schedule II).

The absence of a broader vision on the decentralization process 
has made it problematic to link the subnational spending, which 
is not linked with the expenditure assignments.

The intergovernmental transfers in place are unconditional/
conditional transfers: grants for poverty reduction, which started 
being distributed in FY2012 to all states and regions as well as 
other grants primarily for helping regions and state “balance 
their books” (Zaw Oo et al., 2015). “Balancing their book” 

has recently changed into formula-based funding calculated on 
the criteria of poverty index, population index, and per capita 
GDP starting from FY2014. Medium-term and long-term 
fiscal frameworks that have been designed with the MoF budget 
ceilings have been set based on formula-based criteria; however, 
it is difficult for the ministries and state/region to do budget 
forecasting as this has not been communicated vertically.3

After the budget submissions and discussions at the Financial 
Commission, the budget proposal is submitted to the Pyidaungsu 
Hluttaw for more scrutiny with committees that are formed 
at Pyithu Hluttaw (Lower House Parliament) and Amyothar 
Hluttaw (Upper House Parliament). The establishment of 
Public Account Committees and the Planning and Finance 
Committee as external budgetary oversight bodies ensure budget 
transparency through the public airing of budget debate on 
national television and the publication of the budget law in the 
national newspapers (World Bank, 2014).

Parliamentary Budget Review Process for 
Union Budget

The 2008 constitution stipulated that the Union Government 
needs to submit the budget proposal to the Pyidaungsu Hluttaw 
for discussions before enacting as a law. The process starts with 
the Pyidaungsu Hluttaw reviewing the budget with relevant 
committees from Amyothar Hluttaw and Pyithu Hluttaw.

According to article 100 (b) in the constitution, bills relating to 
national plans, annual budgets, and taxation must be submitted 
to the Pyidaungsu Hluttaw for more discussion. In this article, 
Hluttaw has some decision-making power over the budget 
proposal; however, there are areas where Hluttaw has no power 
to refuse or curb some of the budget items (see Box1). When 
Pyidaungsu Hluttaw receives the budget proposal, it is discussed 
thoroughly in the committees and also in Hluttaw sessions for a 
majority consensus through voting.4

Pyidaungsu Hluttaw forms 19 committees; each committee 
comprises 14 members from Pyithu Hluttaw and Amyothar 
Hluttaw. Each committee has the responsibility to investigate 
and check the budget thoroughly with two to three ministerial 
sectors which falls under the schedule I of the constitution. Each 
committee takes one or two days with each ministry to discuss 
and investigate the expenditure proposals. Usually, some debates 
happen at this stage. After reviewing the budget, the report is 
submitted to the Joint Public Account Committee formed by 
15 members from the Pyithu Hluttaw and Amyothar Hluttaw 
and the Joint Planning and Financial Development Committee 
formed by 14 members from Pyithu and Amyothar Hluttaw.5  
The most important committee is the Joint Public Account 
Committee. The Joint Public Account Committee is involved 
in checking the actual spending and the budget proposal of all 
the ministries and government organizations. This allows the 
committee to have an in-depth as well as overall insight of the 
budget errors.

Art 103 

The President or the person assigned by him, on 
behalf of the Union Government, shall submit the 
Union Budget Bill to the Pyidaungsu Hluttaw. 

The following matters included in the Union 
Budget Bill shall be discussed at the Pyidaungsu 
Hluttaw but not refused or curtailed: 

Salary and allowance of Heads and Members 
of the Union level organizations formed under 
the Constitution and expenditures of those 
organizations; debts for which the Union is 
liable and expenses relating to the debts, and 
other expenses relating to the loans taken out 
by the Union:  
Expenditures required to satisfy judgment, 
order, decree of any Court or Tribunal; 
Other expenditures which are to be charged by 
any existing law or any international treaty. 

Approval, refusal, and curtailing of other 
expenditures except the expenditures specified in 
Sub-Section (b) shall be passed by the majority 
consent of the Pyidaungsu Hluttaw.

Box 2    Mandates of Pyidaungsu Hluttaw in accordance 
with the Constitution

The Joint Public Accounts Committee and the Joint Planning and 
Financial Development Committee investigate budget estimation 
for suspicions, and these are sometimes discussed in the Pyithu 
Hluttaw or Amyothar Hluttaw. Some of the issues are resolved at 
this stage with no further discussions. In the end, after reviewing 
the budget, reports are produced from these committees and 
submitted to the Pyidaungsu Hluttaw for discussion.

The Joint Bill Committee will draft the budget law that is passed 
from the Joint Public Accounts Committee. At this point, the 
committees will discuss the budget cuts and reallocation of the 
budget. Hluttaw invites ministers, deputy ministers, and other 
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high officials from the concerned ministries and government 
organizations to give justifications on budget proposals. In 
this process, debates usually happen to decide whether to cut 
the budget or not. These decisions are decided by votes. In the 
previous years, the draft budget goes through the Financial 
Commission again after these decisions are made. Starting 
from the FY 2015, Pyidaungsu Hluttaw sends the draft budget 
law directly to MoF without passing through the Financial 
Commission. MoF will then revise the budget according to the 
Hluttaw decision and send it back to the Hluttaw to enact as 
a Union Budget Law, with the requirement of the President’s 
signature. After passing this step, the Union Budget Law of 
Myanmar is promulgated at the end of March or in early April. 
This has raised the question of credibility of the new fiscal 
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Monitoring And Evaluation
For monitoring, the Public Account committees from both 
Amyothar and Pyithu Hluttaw have meetings at the committee 
offices. These committees also fulfill monitoring, evaluating, and 
auditing roles for the budgets throughout the year. The public 
account committee reviews the actual spending of the budget 
submitted from the Office of the Union Auditor General and 
reports submitted from the Financial Commission.

decentralization initiatives done by the Financial Commission 
and Ministry of Finance of designing formula findings.

Budget Reviewing Process For The Union 
Supplementary Budget Estimate

The 2008 Constitution has allowed for the enactment of a 
Supplementary Appropriation Law if needs arise. Therefore, 
every year ministries come up with a proposal for supplementary 
budget before the end of the fiscal year. These revised budget 
requests are as high as the initial budget estimations. This also 
needs to go through the same kind of budget process to get 
approval from Pyidaungsu Hluttaw. Previously, less investigation 
was done for the revised budget but recently, the Parliament has 
become more cautious on these revised estimated budgets.

Budget negotiations are done, calculate formula transfers, specify budget ceilings, allocate budget

Forms 19 committees- each responsible for 2-3 ministries to consult and discuss on the budget 
submitted by FC

Submitted to state/region Hluttaw for discussion

Sometimes consult with Pyidaungsu Hluttaw and Amyothar Hluttaw and sends it to the Joint Bill 
Committee and report to the Pyidaungsu Hluttaw 

Prepares the draft bill consult with legal advisors

Draft budget is discussed in the Hluttaw, decide by voting and send it to the cabinet

President receives the budget for signing

Finance Commission

Pyidaungsu Hluttaw

19 Committees

Joint Public Accounts 
Committee, Joint Planning 
and Financial Development 

Committee

Joint Bill Committee

Pyidaungsu Hluttaw

Cabinet

Figure 2       Parliament budget reviewing process

“The criteria for this element require that (a) within year budget 
execution reports are routinely made available to the public 
through appropriate means and (b) are made available within 
one month of their completion. Such reports have not been 
provided to the public during the period under review. There are 
no legal or regulatory requirements for such publication” (World 
Bank, 2013a).

The committee looks into the actual spending of each ministry to 
check whether it is in line with the budget proposal and financial 
rules and regulations. Both Pyithu and Amyothar Hluttaw play 
a very active role in budget discussion, and these discussions 
are made throughout the year. The committees make bold 
statements on budget misuses, mismanagements, corruptions, 
misallocations, and lack of fiscal transparency. They make bold 
recommendations to the Pyidaungsu Hluttaw to take actions in 
such types of behavior.

Art 103 

If in respect of the relevant fiscal year a need has 
arisen to authorize the estimated receipts and 
authorized expenditures in the Union Budget Law 
enacted by the Pyidaungsu Hluttaw and in addition 
to estimate receipts and to authorize expenditures, 
the Supplementary Appropriation law shall be 
enacted in the above manner.

The Union Government shall perform as necessary in 
accordance with the Supplementary Appropriation Law 
enacted by the Pyidaungsu Hluttaw. 

Box 3    Mandates of Pyidaungsu Hluttaw for 
Supplementary Appropriation Law

Responsibilities  
To look into the Union Government Budget and 
Union Auditor General and check whether it has 
been used according to the financial procedures

Can visit concerning departments to investigate 
whether the budget has been used effectively

The following points could be submitted to the 
Hluttaw:

The allocated budget for specific item has been 
used for different cause
Not complying with the financial rules and 
regulations when changing the budget title of 
permitted budget
When no proper budget spending guidelines 
have been shown to the concerning departments 
and organizations
Expense requested by the Finance and Revenue 
Department to submit to Pyidaungsu Hluttaw

Economic enterprise by Union Government 
Organization and also accounts that are done by the 
order from the President, the reports from the Union 
Auditor General 

Box 4    The summarized responsibilities and mandates
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Debates and Statements

Public Accounts Committee has asked the 
Ministries to pay back their debt which they owe to 
the Government.

Ministry of Electricity has exceeded its budget 
estimation, and this budget should be used for 
rural electrifications.

Public Account Committee proposed in Pyithu 
Hluttaw that 96 million kyats should be deducted 
from the Napyitaw Councils infrastructure 
development and the Public Account 

Box 5   Debate and Statements made by Public 
Account Committees
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