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Summary of the Terminal Evaluation Results

The Project for Modernizing the Funds Payment and Securities Settlement
Systems in the Republic of the Union of Myanmar

1. Outline of the Project

Country: Republic of the Union of Project title: The Project for Modernizing the Funds Payment and
Myanmar Securities Settlement Systems

Issue/Sector: Economic Policy Cooperation scheme: Technical Cooperation

Department in charge: Total cost (as of July 2020): Approx. 2.23 billion yen

Governance and Peacebuilding Partner Country’s Implementing Organization:

Department Central Bank of Myanmar

Period of Cooperation: Related Cooperation:

(R/D) February 4, 2014 — February 3, | -  Grant Aid “Project for Development of ICT System for Central
2018 Banking”

(Extension) February 4, 2018— - Grant Aid “Project for Development of Financial Market
August 3, 2020 Infrastructures”

1-1: Background of the Project

The Government of Myanmar (hereinafter referred to as “GOM”) has promoted the modernization of
financial sector and the financial liberalization. Also, the GOM joined the Association of Southeast Asian
Nations (hereinafter referred to as “ASEAN”) Economic Community in 2015, which had Myanmar prioritize
development of financial system harmonized with the member countries. In addition, IMF (International
Monetary Fund) Article IV consultation conducted in May 2012 pointed out the necessity in modernization
of financial sector in Myanmar, especially recommending for Central Bank of Myanmar (hereinafter referred
to as “CBM?”) the early implementation of organizational independence and capacity development as well as
operation systems for electronic payment.

In response to a request by GOM intending to implement financial policies more smoothly and steadily and
streamline central banking operations, the Grant Aid “Project for Development of ICT System for Central
Banking” was launched in October 2013 to introduce the operation systems, which enabled Central Bank of
Myanmar Financial Network System (hereinafter referred to as “CBM-NET”), an operational software of
CBM, and its Information Communication and Technology (hereinafter referred to as “ICT”) infrastructure
platform to go live in January 2016. It was still necessary for the GOM to enhance the human resource and
operational capacity through technical cooperation to properly operate, manage, and maintain the system. In
this regard, the Project started in February 2014 as four-year project. Furthermore, cooperation on human
resource enhancement in monetary policy and policy advisory has been conducted since 2016.

As financial transactions have been rapidly increasing and diversifying, the demands for functional
enhancement of CBM-NET grew up for payment efficiency. Consequently, the second development of CBM-
NET (hereinafter referred to as “CBM-NET?2,” whereas the first development of CBM-NET is referred to as
“CBM-NET1”) started in August 2018 under the Grant Aid “Project for the Development of Financial Market
Infrastructures”, which is scheduled to go live in November 2020 and April 2021. In such circumstances, the

end of the Project was extended from February 2018 to August 2020.




1-2: Project Overview
(1) Overall Goal

Financial market in Myanmar is modernized.

(2) Project Purpose
Necessary environment for modernizing funds payment and securities settlement with securing
proper operation and maintenance (hereinafter referred to as “O&M”) of the new ICT system for

central banking, with CBM enhancing its management for monetary policy, is established.

(3) Outputs

1. Necessary Rules (e.g. laws, regulations, circulars, clarifications, guidelines, etc.) and manuals
corresponding to modernize funds payment and securities settlement with the introduction and
operation of the ICT system for central banking are developed.

2. Capacity of the commercial banks to properly operate funds payment and securities settlement in
accordance with the new ICT system for central banking is enhanced.

3. Capacity to plan, operate, maintain, and manage the new ICT system for central banking properly
is enhanced.

4. Users of the new ICT system for central banking acquire necessary knowledge and skills to
properly utilize the ICT/personal computer (hereinafter referred to as “PC”).

5. General Ledger system in CBM is modernized in accordance with international standard.

6. Capacity of the staff at CBM to properly fulfill assigned tasks related to monetary policy is
strengthened.

(4) Inputs
Myanmar side:
- Main Counterparts (hereinafter referred to as “C/Ps”): 25 Officials from relevant departments,
headed by Deputy Governor, of CBM
- In-kind contribution: office space for JICA experts with furniture and utilities, as well as venues for
training courses, seminars and sessions held in Myanmar
- Cost of the maintenance contract for CBM-NET/CBM-OA infrastructure: 3,718,898 K Myanmar
Kyat
Japanese side:
- JICA Experts: 6 long-term (219.97 Man/Month (hereinafter referred to as “M/M”)) and short-term
(185.13 M/M)
- ICT Human Resource Development Training by Local Institutions
- Sub-system Development Support: 1 long-term expert, 2 system engineers (116 M/M), and necessary
devices and equipment
- Machinery and Equipment: 532 million Japanese Yen
- Training in Japan and Study Visit: 15.23M/M
- Project Operation Cost: 35.65 million Japanese Yen

- ICT System Maintenance Support: 667.922 million Japanese Yen
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2. Outline of the Terminal Evaluation Team

Evaluation N F;ﬁz |1_;||_c(;2n|1n Title
Team
Mr. Sawada Team Leader | Deputy Director General, Governance and
Hiroyuki Peacebuilding Department
JICA
Ms. Saito Yukari Evaluation Director, Public Governance and Financial
Planning 1 Management Team, Governance Group,

Governance and Peacebuilding Department

JICA
Ms. Kawabata Reiko | Evaluation Assistant Director, Public Governance and
Planning 2 Financial Management Team, Governance

Group, Governance and Peacebuilding
Department
JICA

Mr. Otsuka Kenji Evaluation Principal Consultant

and Analysis | Financial Artisan Co., Ltd.

Period of March 4 to July 21, 2017 Type of Study: Terminal Evaluation

Evaluation
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3. Summary of Terminal Evaluation Results

3-1: Progress of the Project
(1) Achievement of Outputs
1) Output 1

Output 1: Necessary Rules (e.g. laws, regulations, circulars, clarifications, guidelines, etc.) and manuals

corresponding to modernize funds payment and securities settlement with the introduction and operation

of the ICT system for central banking are developed.
Output 1 was achieved for CBM-NET1 and partly achieved for CBM-NET2.

Guidelines, business manuals, and circulars were satisfactorily developed for CBM-NET1, whereas

under development to be ready for go-live for CBM-NET2. Codes and fee systems were created and
subsystems were developed during the Project, which enhanced operability of CBM-NET and

contributed to respond to operational needs of CBM.

2) Output 2

Output 2: Capacity of the commercial banks to properly operate funds payment and securities settlement

in accordance with the new ICT system for central banking is enhanced.

Output 2 was achieved.

Capacity of commercial banks to use CBM-NET was enhanced. The percentage of reverse transactions
was below 1%, far less than target rate: 10%. Also, the percentage of calls to a call center decreased 50%
p.a., higher than target rate: 20%. Commercial banks have executed transactions in accordance with rules
and manuals. Also, all commercial banks have participated in trainings conducted in the Project. Based
on the essence of action plan for growth in use of CBM-NET by commercial banks, some approaches
went successfully including issuing a circular banning LBA (Link Bank Agreement), introducing CCT
(Customer Credit Transfer), promoting information sharing with banks, and instructing banks to follow

a specific fee system for IRD (Internal Revenue Department).

3) Output 3

Output 3: Capacity to plan, operate, maintain, and manage the new ICT system for central banking

properly is enhanced.

Output 3 was partly achieved.

Through taking trainings provided by Japanese ICT vendors and local ICT institutions and engaging in
system maintenance supports and program modifications, Administration and Human Resources
Department (hereinafter referred to as “AHRD”) made a good progress in handling incidents/inquiries
on ICT matters, bringing about O&M cost reduction. On the Job Training (hereinafter referred to as
“OJT”) and practical experience with the ICT vendors contributed to capacity development of AHRD.
In addition, AHRD prepared relevant system operation policies and manuals and enhanced their capacity
to develop the policies and manuals for CBM-NET?2.

On the other hand, staff and budget for ICT O&M are not sufficiently secured for proper services
management and PDCA (Plan, Do, Check, and Act), and Disaster Recovery (hereinafter referred to as
“DR?”) center and 24/7 run for CBM-NET2.

4) Output 4
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QOutput 4: Users of the new ICT system for central banking acquire necessary knowledge and skills to
properly utilize the ICT/PC.

Output 4 was achieved.

CBM officials acquired knowledge and skills to utilize ICT/PC. The number of CBM officials
participating in trainings for CBM-OA and other OA software reached 2,656 until June 2016, far more

than target:1,000. Additionally, most of trainees showed higher level of understanding with pass rates of

the trainings recorded over the target: 80%.

5) Output 5

Output 5: General Ledger system in CBM is modernized in accordance with international standard.

Output 5 was achieved.

General ledger system in CBM was modernized. New General Ledger system was developed by Fujitsu
in December 2015. CBM was enabled to record proper accounting data and efficiently prepare the
financial statements by taking trainings provided by Fujitsu. Also, the consolidated data of offices in
CBM’s three offices have been generated daily since December 2015. Furthermore, the bank current

account balance of accounting system and CBM-NET1 has been reconciled daily since January 2016.

6) Output 6
Output 6. Capacity of the staff at CBM to properly fulfill assigned tasks related to monetary policy is

strengthened.
Output 6 was achieved.

Capacity of CBM to manage monetary policy was strengthened. The monetary policy learning program
adopted two unique styles: local trainers to encourage middle-level trainees nominated by Deputy
Governor to prepare and make presentations; and Advanced Workshop and Policy Dialogue to involve
high-ranked officials to promote discussion on actual monetary policy in Myanmar. In addition, Training
in Japan was conducted to have trainees learn empirical lessons on advanced monetary policy

management. The participation rate of the programs reached 50%, which is beyond the target rate: 25%.

(2) Prospect for achieving Project Purpose

Project Purpose: Necessary environment for modernizing funds payment and securities settlement with

securing proper O&M of the new ICT system for central banking, with CBM enhancing its management

for monetary policy, is established.

The Project Purpose was achieved.

A survey conducted in the Project indicated that a large part of interbank funds payment became to be
executed through CBM-NET. Additionally, all the bond/bill transactions are settled through CBM-NET.
In AHRD, the status of daily operation and system errors occurred have been daily recorded and filed.
Capacity of CBM to formulate and implement monetary policy was enhanced by learning programs

provided during the Project.

(3) Prospect for achieving Overall Goal

Overall Goal: Financial market in Myanmar is modernized.

The Overall Goal is expected to be achieved in three to five years after the Project completion.




The variety and frequency of transactions will be enhanced. After the introduction of CBM-NET, the
volume of funds payment transactions especially retail payment was increased. The first repo transaction
was triggered by CBM-NET in July 2017. CBM-NET?2 is expected to increase service coverage such as
bulk retail payment and rapid retail payment, instant payments, check truncation, and direct debit/credit.
In terms of monetary policy, CBM considers IOER (Interest rate on Excess Reserve) and repo scheme
enhancement. Additionally, automated repo between CBM and commercial banks by CBM-NET2 will
increase monetary policy options.

Furthermore, CBM-NET1 encouraged automated operations and CBM-NET2 will adopt straight
through processing (hereinafter referred to as “STP”), which is expected to increase the speed of

transactions.

3-2: Summary of Evaluation Results
(1) Relevance

- The relevance of the Project is assessed as “High.”

- “Myanmar Sustainable Development Plan 2018 — 2030” and Japan-Myanmar Cooperation Program
November 2016 underpin the high consistency of the Project with policies of both countries. The
Project met the needs of Myanmar: adapt to increase in financial demands, modernize financial sector
to harmonize with ASEAN, and improve capacity to formulate and implement monetary policy. Also,
the appropriateness to Japan’s assistance was high because Japanese experience and knowhow to
develop an advanced ICT system for central banking and to formulate and implement monetary

policy were fully utilized to achieve the successful outputs.

(2) Effectiveness

- The effectiveness of the Project is assessed as “High” for the following points.

- Overall, Project Purpose was achieved. To achieve the Project Purpose, PDM was revised. In 2016,
enhancement of CBM in monetary policy implementation was included and some indicators were
altered. In 2017, project period was extended by 2.5 years and some indicators were altered due to
different reasons: putting emphasis on initiatives to increase the number of interbank transactions
using CBM-NET; and highlighting importance of organization as well as securing staff and budget
for ICT.

- These arrangements in PDM were conducive to ensuring the contribution of Outputs to the
achievement of the Project Purpose. Therefore, it was appropriate that these Outputs were set for

achieving the Project Purpose.

(3) Efficiency

- The efficiency of the Project is assessed as “High.”

- The total project operation cost was approximately 2.23 billion yen against the planned budget of
approximately 1.44 billion yen. The cost was increased in accordance with a consensus between
Myanmar side and Japanese side mainly because of the extension of the Project term and the
additional cost for system maintenance and trainings, which was caused by the development of CBM-
NET?2 and therefore deserved the successful achievement of the Project Purpose.

- As evaluated in 3-1, Outputs 2, 4, 5, and 6 were achieved, whereas Outputs 1 and 3 were partly
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achieved. Inputs and activities were sufficient as represented by multiple components: good
coordination between Grant Aid and the Project, the long-term experts and short-term experts, ICT
system maintenance support, subsystem development support, Training in Japan and Study Visits in
Malaysia and Singapore, machinery and equipment for accounting system, and project operation

cost.

(4) Impact

- The impact of the Project is assessed as “Relatively High.”

- It is difficult to judge prospects of achieving Overall Goal due to positive factors and challenges. In
terms of positive factors, CBM-NET2 will enable CBM to further enhance diversity and volume of
transactions and to diversify monetary policy. In addition, leadership of CBM to centralize retail
payment system is expected. On the other hand, as to challenges, Myanmar financial market
including repo and interbank money market is in early development stage. Also, it takes time for
CBM to have more advanced capability of monetary policy formulation and implementation.

- Contribution to achieve Overall Goal includes various activities: CBM’s initiative to disseminate
effective use of CBM-NET and to adapt to evolution of mobile payments; connection of CBM-NET
to more Indirect Account Participants (hereinafter referred to as “IAP”’) and Myanmar Economic
Bank; and improvement for formulation and implementation of monetary policy in parallel with
regulatory enhancement.

- Some ripple effects are expected on financial inclusion such as decreasing traditional payments like

cash and improving speed, convenience, and trust of banking transactions.

(5) Sustainability

- The sustainability of the Project is assessed as “Moderate” for the following points.

- Policy/institutional environment is favorable in that CBM and GOM recognize importance of
financial sector improvement.

- In organizational/financial aspects, however, securing necessary staff and budget is required. After
go-live of CBM-NET2, many ICT O&M staff will be indispensable for regular O&M, DR center,
and 24/7 running. Furthermore, allocating the budget is important for O&M vendors for entire ICT
system, program modification on CBM-NET?2, and future hardware renewal.

- In terms of technical aspects, CBM officials, well-educated and good at understanding with high
ownership and positive attitudes, have enough capability of conducting O&M. In addition,
sustainable capacity development plan is important. Regarding monetary policy, unique initiatives
such as local trainers and Advanced Workshop and Policy Dialogue contribute to capacity

development.

3-3: Factors that Promoted the Realization of Effects
(1) Factors Concerning to Planning

- Revision of plan of operations in line with CBM’s needs

(2) Factors Concerning to Implementation Process

- Positive attitudes and high competencies as well as dedication, integrity, and self-motivation of C/Ps
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High performance of JICA experts

Adopting OJT style

Training in Japan and study visits to Malaysia and Singapore
Frequent participation by top executives

Subsystem development

3-4: Factors that Impeded the Realization of Effects

(1) Factors Concerning to Planning
N/A

(2) Factors Concerning to Implementation Process

COVID-19

3-5: Conclusion

Outputs 1 to 6 were achieved and the Project Purpose was achieved. As for evaluation by five evaluation

criteria, the relevance of the Project is assessed as “High”, the effectiveness of the Project is assessed as

“High”, the efficiency of the Project is assessed as “High”, the impact of the Project is assessed as

“Relatively High”, and the sustainability of the Project is assessed as “Moderate”. The team concluded that

the Project will be terminated in August 2020 as scheduled with the fully accomplishment of enhancement

in necessary environment for modernizing funds payment and securities settlement with securing proper

operation and maintenance of CBM-NET1.

3-6: Recommendations

(1) Ensure financial and institutional sustainability

After the launch of CBM-NET?2, to secure budget for the items including maintenance cost,
possible program modification, and periodical renewal of hardware.

To secure a sufficient number of staff, considering optimized demarcation of duties of AHRD
and ICT vendors and long-term capacity development plan of AHRD

To assign personnel in relevant departments in charge of subsystem development and

improvement

(2) Pursue further impacts of the project

3-7:

To follow-up the usage by financial institutions not ready for STP by the time of the launch of
CBM-NET2

To encourage participation of other government organizations and mobile financial services
providers as IAP

To continue communication with participating financial institutions after go-live of CBM-
NET?2 to promote usage of CBM-NET2 functions

To utilize knowledge obtained in the capacity building program for central banking and to

further improve central bank operations with making use of performance of CBM-NET2

Lessons Learned
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(1) Lessons for projects to support ICT development

The collaboration of JICA experts with the Grant Aid consultants for reengineering of the
business process

Long-term viewpoints to keep time to get familiar with renewed operation flows, develop
commercial banks’ core banking system, train CBM officials and secure staff and budget
Flexible project management; development of subsystem was not described on PDM but
worthwhile for achievement of the Project Purpose

Planning in advance for stable O&M including sufficient budget and personnel

(2) General lessons

Close cooperation with the Grant Aid team led to the excellence in the achievements.
Deep understanding of the executives of CBM, including the Governor and the Deputy
Governors, on the importance of the Project for modernizing Myanmar financial market

contributed to the strong ownership of CBM officials and the good performance of the Project.

3-8: Follow Up

A new cooperation will start in August 2020 to

Support timely launch of CBM-NET2
Ensure sustainability of the project outcome
Expand the impact of CBM-NET2
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Purpose | Foster personnel skilled at proper and necessary operation and development of CBM-
NET applications and MCH system mainly by on the job training (hereinafter referred
to as “OJT”)

Term June 2015 to March 2018

Module | 0. Off the Job Training

1. Application operation training
2. System development training

3. Incident management training
4. IT service management training
5. Separated training for AHRD

Results | Standpoint Summary

ICT Achieved sufficient level, with basic understanding, to stably conduct
maintenance | regular maintenance operation and ITIL (Information Technology
Infrastructure Library) -based system maintenance management

ICT Achieved the level, with sufficient understanding of CBM-NET
development | application development regarding ICT vendor’s works on application
development and its installation to the production environment, where
CBM is capable of apply such understanding to actual spec and

development with some help
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# 2-6: DIR 231 ' 7 FHEFFE D 1= DI E R L 7-HE DIFEE

Purpose | Develop the environment of smooth O&M for ICT infrastructure by OJT

Term January 2015 to December 2017

Module | a. Lecture for system planning and operation
b. System operation trainings

c. OA inventory management

d. Planning security policy

e. Network operation/basic

f. Linux/Windows basic

g. Job management

h. Practice system O&M

1. Trial infrastructure technical support work
j. Understanding of infrastructure design

k. Implementation of system environment

1. Qualification acquisition

m. Consulting and support for ICT related work

Results | Standpoint Summary

System operation | The staffs became capable to understand the documents for
operation. CBM became capable to manage daily operation alone.

OA management | The ledger and the management flow have been determined for
management of OA equipment and software.

Security policies | DIR have determined the minimum standard which all the CBM
staffs are required to understand and to comply when using CBM-
OA and CBM-NET.

Overall High possession of the basic knowledge needed for planning, but
some room to grow in capability to respond to failure, given
CBM’s self-motivation.
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1* year

Purpose | Staff of CBM improves basic ICT literacy for smooth performance of the business
starting with a command of the PCs by use of CBM-OA

Term January to December 2015

Module | a. OA normal course
b. OA advanced course
c. CBM-OA utilization plan

Results | Almost all the staffs who are not used to command PCs have participated in a basic
course, and they can be regarded as mastered the basic OA skills. Also in the 2
departments in YGN, as we have implemented OA utilization OJT, they were able to
accomplish realization of business efficiency using PCs.

2m year

Purpose | The business system user learns necessary knowledge and skills for appropriate ICT
utilization

Term April to November 2016

Module | 1. CBM-OA utilization plan in YGN
2. CBM-OA utilization plan in NPT

Results | AITD took an action to encourage CBM officials to use CBM-OA by conducting
internal survey and having a cross-organizational discussion to find difficulties.
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Purpose | Able to understand outline of TC?
and DBAS tasks
Make it easier to control IT Vender for accounting system maintenance
Term August 2016 to March 2017

Module | Classroom training Level of understanding
Maintenance OJT 5: Had much experience
Knowledge Transfer training 4: Had experience

Results | Role Level of understanding in five scale rating | 3: Understand what it is
TC 3.37 2: Know the words
DBA | 335 1: Have no idea
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