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PREFACE

This report describes the results of the study titled Study on the Financial Sector, which covers
both the banking sector and microfinance. This is one of the study components of the Fiscal and
Monetary Policy Working Group (FMWG) within the framework of the project ftitled

Myanmar-Japan Joint Study for Economic Structural Adjustment in Myanmar.

JICA organized a study team led by the Japan Economic Research Institute, headed by Mr. Hirohiko
SEKIYA. The study team visited Myanmar seven times between November 2001 and December
2002 to hold a series of discussions and conduct several field surveys, and led a unique microfinance
study tour in the Philippines with the kind support of relevant organizations in the country. [ would
like to highlight that this report is an outcome of joint research, conducted through mutual

understanding and close cooperation of Myanmar and Japan’s FMWG taskforce members, experts,

and the study team.

I hope that this report, including its useful suggestions, will be used practically not only for JICA's
future aid programmes but also by the Government of Myanmar, concerned organizations, officials

and experts to coniribute to further development of the financial sector in Myanmar.

I wish to express my sincers appreciation to the officials concermned in the Government of Myanmar
and to other relevant organizations and people concerned for their close cooperation and valuable

input in the study. -

January 2003

\(\/] E T%ﬁ[% |

Takao Kawakami

President

Japan International Cooperation Agency



January 2003

Mr. Takao Kawakami
President

Japan Intemnational Cooperation Agency

Diear Mr, Kawakami,

Letter of Transmittal

We, hereby, have the pleasure of submitting our report titled Study on the Financial Sector conducted under the
Myanmar—Japan Cooperation Programme for Structural Adjustment of the Myanmar Economy. The Study, a
compenent of the research by the Fiscal and Monetary Policy Working Group (FMWG), covers both the financial
sector, with particular focus on the banking sector, and microfinance. It describes the results of the study conducted
by the Japan Economic Rescarch Institute in accordance with the contract entered into with the Japan International

Cooperation Agency, integrated with achievements of the Joint Study by FMWG

This report is an outcome of the joint study of Myanmar and Japan's FMWG taskforce members, their supporting
members, and the consultants of both sides between November 2001 and December 2002, The team held discussions
with the officials concerned in the Government of Myanmar, bankers and other relevant experts through field studies
and workshops in Myanmar. In addition, the team conducted a microfinance study tour in the Philippines with the

kind support of government agencies, CARD Bank and other microfinance mstitutions in the Philippines.

We hope that important suggestions presented in this report will contribute to further development of the financial

sector and implementztion of refevant policies.

We wish to take this opportunity to express our sincere gratitude to the concerned ministries of Myanmar and other
relevant organizations for the kind cooperation they extended to our teami, as weli as for the warm hospitality
provided during our stay in Myanmar. We also wish to express our deep gratitude to vour agency, JICA {including the
Myanmar Office and the Project Office), as well as the Ministry of Foreign Affairs, the Ministry of Finanee, and the

Japanese Embassy in Myanmar,

Very truly yours,
B8 2
Hirohiko Sekiya
Team Leader, Study on the Financial Sector

The Myanmar—Japan Cooperation Programme for Structural Adjustment of the Myanmar Economy
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Executive Summary

keroun

1. This report on banking sector development in Myanmar is part of the study on the Myanmar
financial sector (hereinafter called “the Study™), one of the study components of the Fiscal and
Monctary Policy Working Group (FMWG) within the framework of the project titled
Myanmar-Japan Joint-Study for Economic Structural Adjustment in Myanmar. JICA organized
a study team led by the Japan Economic Research Institute (the prime manager) to implement
the Study jointly with Myanmar experts, officially beginning in November 2001 coordinated by
the FMWG, which comprises members from both countries (a members list is attached at the

end of the report).

2. The main purpose of this joint study is to identify priority issues and policies on the main
financial intermediaries in Myanmar, their managerial improvements and human resource
development for banking sector in particular, and thereby contribute to financial sector
development that is conducive to a market-oriented economy. Cur joint-study team approaches
this issue by conducting interviews with financial institutions and analyzing existing disclosed

documents and data.

3. To address the issues on the financial sector, it was decided through discussions at the FMWG
level that the study led by the Japan Economic Research Institute was to focus primarily on the
private sector in the banking business, in consideration of the circumstances on the Myanmar
side. Overarching banking sector development issues including state-owned banks were
therefore not addressed in a comprehensive manner within this study, although some points are
referred to because they are indispensable to the main purpose of the study. Further to the first
part of the Study on Banking Sector in Myanmar until July 2002, the second part of the Study
highlights Human Resource Development of Private Banks, vital to accelerating development of

banking scctor in Myanmar,

4. With the promulgation of the Central Bank of Myanmar Law and the Financial Institutions
of Myanmar Law, the government allowed private banks to commence operations in 1992 as
part of the banking sector modernization process. Private banks have been playing increasingly
substantial roles in development of the financial sector and the national economy. However,

there are still many issues to be considered in order to establish a firm foundation of public trust



(by ensuring a sound financial system and improving financial service quality) and contribute to
economic growth (by providing capital to real sectors that have higher productivity). Thus, in
this report, we will summarize further development of banking sector policies and private-bank

management, followed by HRD programme for banking sector with close linkages.

Measures to be Taken into Consideration for Further Development of Banking
Sector in Myanmar

5. In order to keep momentum in the development of Myanmar’s banking sector, policy
makers should take into consideration the fact that maintaining public confidence in
fundamental commercial banking activities is important. Therefore, ensuring banking system
sustainability, improving peoples’ access to financial services, and removing impediments to

institutions” competitiveness should be emphasized.

6. Policy measures and managerial improvements for building a sounder financial system
Assurance of the soundness and stability of the financial system is a prerequisite for further
banking sector development in Myanmar. However, at a time of rapid expansion of financial
services, prudential practices arc apt to be deferred for future discussion.

- In order to protect depositors, we recommend that banks disclose their financial
statements to the general public and at the same time, develop the sound
accounting practice particular to banking sector.

- The Central Bank of Myanmar (CBM) is to take into consideration to establish
appropriate prudential norms to be put into actual practice by banks. A typical
example is to establish a sounder monitoring and repayment system through
introduction of both monthly (or more frequent) repayment and periodical
monitoring of the credibility of borrowers in cases where loans are being rolled
over. CBM is to take into consideration to examine the quality of assets and real
situations of non-performing loans.

- In order to prevent repeated failures, we recommend that banks share amongst
themselves periodically their information on delinquent customers and fraud in
financial transactions.

- In order to keep financial discipline of banking sector, policy lending should be
segregated from commercial banking activities.

- In line with the Control of Money Laundering Law ({enacted June 2002), effective
actions will be taken against illegal money transactions, with deliberate

consideration on ensuring soundness and stability in the financial system.
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The Central Bank of Myanmar is to take mto consideration to mandate sound
corporate governance in private banks by upgrading the existing establishment
norms to reflect international standards. Review of article 3(a) of FIM Law is
recommended, specifically looking to require that some private banks be
established as shareholding companies. Sharcholding companies would provide
far sounder financial bascs and bank management accountability, In modemn
market economies, banks must have shareholding company status, Institutions
¢stablished as limited liability companies should be classified as finance
companies.

CBM is to take into consideration for the need of establishing accounting
standards that enablc domestic private banks to compete and cooperatc with
foreign banks on equal financial bases.

External auditing and publication of audited results should be compulsory for all
financial institutions of relevant size and market presence. Detailed criteria
should be set by CBM.

7. Policy measures for enhancing private banks’ capacity to provide loans to the small-and-

micro enterprise sector, to best serve the real sector productivity growth

Encourage privatc banks to improve the access of the small-and-micro enterprise
sector to commercial banking services by permitting them {o gradually expand
their branch networks into local areas, corresponding to the financial capacity of
the banks concerned. The criteria for permits for new branches should be
rationalized.

Support institutional capacity building (in financial intermediation) of banks in
the course of their expansion from regional to nationwide banks. In parallel with
enlarging their customer bases—from only individuals at the community level to
also enferprises with wider scopes of business—private banks need to upgrade
their bases for making loans from personal connections and merc collateral
valuation to creditworthiness and managerial and financial sustainability of
enterprises and projects. Human resource development (capacity to both assess
borrowers’ business plans beforc providing credit and monitor customer
performance after providing credit), will be getting more important in order to
mimmize credit risk in the banking sector.

Mobilize longer-term funds by giving customers more incentive to save long
term—incentives such as gradual adjustment towards positive interest (in real

terms). Banks need to introduce more flexible lending rates, reflecting the
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individual credit risks of borrowers, in order to encourage more lending to small

and micro businesses.

8. Policy measures for strengthening commercial banks” competitiveness in order to cope with
ASEAN regional financial cooperation initiatives and open-up the financial market of Myanmar
In the Apnl 2002 ASEAN Finance Mimister Meeting in Yangon, member countries made
commitments to further liberalization of financial services in 2002. The financial crisis in Asia
in 1997 and its subsequent impacts highlighted the fact that financial system sustainability is
critically dependent on increased competitiveness by domestic financial institutions.

-~ In order to enhance the competitiveness of commercial banks for the country as a
whole, an appropriate division of works among state-owned banks and private
banks needs to be reviewed in view of recent rapid progress of private banks’
financial services.

- Permission of dealing with foreign exchange business to private banks should
also be considered in order to strengthen their business bases in preparation for a
gradual shift to full-fledged international banking. Lifting thc ban on joint
ventures between foreign and domestic banks would facilitate the transfer of
know-how to domestic commercial banks from abroad.

- An inter-bank money market and treasury bond secondary market should be
established in order to give commercial banks a better enviromment for liquidity
management.

- Financial system stability is reviewed periodically in modem market economics.
Assessment of the financial sector in Myanmar cannot be complete without
cxamming its legal framework, focusing on the practice of law. The degree of
promotion n¢ccssary to induce an efficient discharge of financial obligations
should be measured in order to determine policy for further strengthening of the
financial market.

- Nowadays, banking laws and regulations governing the legal status, organization,
and operation of banks are becoming uniform worldwide. A comparative study
identifying possible differences would help prepare the Myanmar banking sector

for modernization.

The present situation of human resource development in Myanmar

9. The present situation of ODA

Assistance in human resource development of the banking sector of Myanmar is conductcd
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mainly by ODA; such assistancc is difficult to be provided by overseas private financial
institutions, as foreign banks firms are facing restrictions in such activities as establishing a
joint-venture company or opening a new branch. International bureau of the Ministry of Finance
and Revenue is in charge of receiving ODA for financial institutions. In 2002 (as of November
2002), 113 programmes (2822 days in total) have been conducted, either domestically or
overseas, by five international institutions and seven countries. More than half of those
programmes were conducted by IMF, followed by Japan which provided 21 programmes (572
days in total) including the one conducted jointly with other institutions.

Characteristics of such HRD programmes are:

- Beneficiaries are the Ministry of Finance and Revenue, the Central Bank and
State-owned Commercial Banks and availability of such assistance is very
limited to private financial institutions.

- The World Bank and the Asian Development Bank have not conducted these
HRD programmes for the banking sector and a limited number of countries is
providing these programmes as bilateral technical assistance.

- Very few programmes aim at assisting improvement in institutional capacity of
financial institutions systematically through providing trainers’ training, as most
of training focus mainly on capacity building of officials of financial supervisory

agencics,
mendations on HRD and Technical Assi for Bankin tor
A Sustainable Banking Sector Training Programme

10.  Wec will discuss concretely a banking sector training programme that incorporates trends
in banking policies and management, with focus on the following factors: core implementing
agencies, targeted trainces, priority subjects, implementing timeframe, recommended courses,

and so forth.

11.  Identification of Priority Areas for the Banking Sector HRD Programme

We will use the following criteria to identify priority areas (those with significant gaps between
training and demand) to be addressed by the HRD programme.

1) Urgency of banking scctor policies

2) External impact of the training programme (e.g. dissemination of best practices for enhancing
financial discipline for banks as a whole)

3) Areas or subjects in which only overseas sources have the know-how



4) Effectiveness and efficiency of training implementation

5) Possible immediate training effects

Emphasis will be put on trainers training subjects rather than on basic subjects that can be
covered in a corresponding course in the future. Trainers can disseminate their knowledge to
their colleagues through in-house training (or on-the-job training) in their respective banks.
Thus by linking trainers training with in-house training we can expect maximum impact at
minimum cost,

5) Possible immediate training effects

12, Options for implementing banking trainings

In order to implement such trainings, we will examine appropriate modalities. We suggest three
options to implement banking trainings.

D)Expected promgrammes by MBA

Myanmar Banker's Association was established in Aprik 1, 1999 in accordance with the
resolution of the Trade Policy Making Council meeting No. 4/99. All private sector banks are
constituted as members in the Myanmar Bankers' Association.

MBA started its first training course in this August. It was not trainers training course. However,
the experience of this course management know-how will be useful to start trainers training
course in MBA. The dissemination effect is broad. The merit for using MBA as a training
vehicle is that it is easy for member banks to use training course and it meets the purpose of
MBA.

Also a new MBA building will be built in 2004 and it will be used not only as a training centre
but also as a banking library. Although this contributes to decreasing in the management cost of
training course, member banks and training participants will still have to pay additional costs.
When this course is supported by overseas technical assistance, MBA will be able to be the
window of ODA. Considering above elements, MBA seems to be a suitable organization for

introducing new trainers training course.

2)Expected programmes by Myanmar-Japan Center for Human Resource Development

The Government of Myanmar and Japan have agreed to establish Myanmar-Japan Center for
Human Resource Development (hereinafter the Center} in Yangon for promoting
comprehensive human resource development support and exchanges. Their main activities are;
Conducting business courses, Japanese language course, and cultural and other exchanges.

After inception of the Center in 2003, actual implementation of various programmes

are expected with the involvement of short-term and fong-term experts from Japan prior to the

completion of new facilities of the Center in 2005.

vl



Through this undertaking, overall adjustments on the support for HRD from Japan will become
easier and recommendations of the ongoing Myanmar -Japan Joint Study for Economic
Structural Adjustment will be reflected in the future programmes of Japan Center. Thus the
support of HRD for the banking sector will be a promising agenda of the business courses of the
Center with the support of Yangon Institute of Economics, considering the importance of the
banking sector in the Myanmar economy.

Proposed syllabuses for the course in the Center are basically similar to the trainers training
course by the Myanmar Banker’s Association mentioned above. However, targeted audiences
will be broader than that of MBA, and policy makers and scholars will be included in addition
to bankers. Ad-hoc seminars by inviting Japanese and other foreign experts can be more flexibly

organized for specific issues of emergency because of the cross-cutting nature of the Center.

3)Expected programmes by an independent training school ,
Establishing an independent training school is another option, A typical example in ASEAN
countries is banking school in Malaysia named “Institut Bank — Bank Malaysia (IBBM)” in
Kuala Lumpur. IBBM can be a good future model for training programme and Myanmar can
learn many important issues from them.,
IBBM is a NPO that was established by banks in Malaysia for concentrating on banking training
in 1977. IBBM is governed by a Council. The Governor of Central Bank serves a chairman of
the council of IBBM. Currently, IBBM has 86 institutional members and about 7,000 individual
members. IBBM offers 400-50( training courses a year. Last year, IBBM trained 14,500 peojle.
From the case of IBBM, we can sec that the following aspects arc important for successful
operation of a banking training school,

- Strong central bank leadership for establishing and operating the institution

- Strong financial support from member banks '

- Considerable amount of subsidy out of “the staff training fund”

- Clear targeting of trainees for each subject

- Wide global network of trainers

13, Framework for developing training programme

1) Recommended mcthods

When we consider the target trainees for the training programme, we can divide them into three
groups: officers and beginners, supervisors and managers, and top management. We recommend

that three types of training courses should be designed according to each Ievel of trainees.
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Targeted trainces and modalities

Course | Targeted trainees Methods Duration
Type
A New employees & General lectures and case study | Four weeks per
officers (comrespondence course) course
B Supcrvisors & Classified by special areas Two weeks per course
managers (Trainers) lectured by overscas experts in a specific area
C Top management Workshops or seminars on One day or two days
specific subjects per subject
Overseas study trip programme | One week

2)Recommended subjects and time schedule of the training cources

From the study, wc have identified some important areas that arc crucial for modermzing

banking operations and thercfore should be focused on the training for bankers. We recommend

the following five major areas to be included in the training programme:

Strategy and management

Risk management

International banking and international financial market

Credit analysis and project evaluation

Information and communication technology

Please see detailed recommended training courscs in the table at the end of this summary.

The following table shows the time schedule and recommended courses.

Course 2003 2004 2005 2006 2007
Type
A MBA general — — — —
course
continues Correspondence —
course starts
B Six urgent Six urgent Eleven urgent | Eleven urgent Total twenty-
courses start courscs continue | courses courses and five | one courses
and five continue and future courscs continue
additional five future continue, and five
urgent COUrscs courses start additional future
start courses start
C Courses start — — —
(Ad hoc
seminars)

3)Problems to be solved to implement recommended courses

Main problcms are trainers fees, selecting suitable trainers, textbooks and materials (including

translation into Myanmar language), strengthening linkage with government organizations such
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as the Central Bank of Myanmar and the Attorncy General, trainers training and linkage with
OJT.

Expected technical assistance in HRD of the banking sector

14.  Support for MBA’s trainers training programme

MBA seems to be suitable organization for introducing new trainers training course. Technical
Assistances including Japan to this undertaking are highly recommended in order to establish
efficient and effective training programme with a long-term sustainability. Priority will be given

to know-how for which there is no domestic source,

15, Support for the possible HRD programmes for banking sector in Myanmar-Japan Center
for Human Resource Development

We recommend to the Center to conduct a banking sector training programme as part of its
Business Course considering the crucial importance of the sector. The possible workshops for
banking sector organized by the Center 1s also expected to provide policy dialogue opportunities

between the two countrics,

For both cases mentioned above, active interchanges of experts in Japan, Myanmar, and other
ASEAN countries should be paid respect in order to make Myanmar counterpart possible to
introduce appropriate institutions, HRD programmes and resource persons which are best fit to

the Myanmar context.

16.  Dispatch JICA specialists in the subjects of urgent need for conducting a seminar
In the course of the Study, Myanmar FMWG and banks requested the Study team to conduct a
seminar for priority issucs with which banks in Myanmar are currently facing. In order to
materialize a prompt action for assistance to banking sector HRD, the Jomnt Study Team has
made proposal of this scheme to both Governments. JICA is ready to respond this request with
the consensus of the Myanmar Ministries concerned. Through this seminar, the recent private
banks’ common undertaking will be highlighted for further improvements.
The following three areas are of urgent need among private banks,

- Information and Communication Technology for Banking Activities

- Modernization of Payment and Fund Transfer System

- Micro Business Loan Appraisal

The one-day seminar could be conducted in Yangon in the 1* quarter of 2003 with involvement

ix



of JICA short-term cxperts upon agreement among concerned Ministries concerned. This trial

will become an important step stone for long-term assistance schemes mentioned above.



Table: Recommended Training Courses

Areas Urgent Courses Future Courses

Strategy and Banking marketing and
Management customer satisfaction

Branch management

Fund transfer

Developing supervisory skills

Accounting, auditing, and

performance evaluation
Risk Compliance | Operational risk management
Management Assct and liability management (ALM)

Liquidity management

Internationat Intcrnational regulations and International trade finance
Banking and money laundering law Foreign currency exchange
International Derivatives
Financial International financial market
Market
Credit Analysis | Methodologies of corporate
and Project | analysis )
Evaluation Evaluation of SME business

plan

Credit monitoring

1ICT

ICT and management

Advanced ICT in banking busincss

{ Security in Information system
| Database management system

xi
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1. Background of the Report

1. This report on banking sector development in Myanmar is part of the study on the
Myanmar financial sector (hereinafter called “the Study™), one of the study components of the
Fiscal and Monetary Policy Working Group (FMWG) within the framework of the project titled
Myanmar-Japan Joint-Study for Economic Structural Adjustment in Myanmar. JICA organized
a study team led by the Japan Economic Rescarch Institute (the prime manager) to implement
the Study jointly with Myanmar experts, officially beginning in November 2001 coordinated by
the FMWG, which comprises members from both countries (a members list is attached at the
end of the report).

2. The main purpose of this joint study is to identify priority issues and policies on the main
financial intermediaries in Myanmar and their current institutional environment and thereby
contribute to financial sector development that is conducive to a market-oriented economy. Our
joint-study team approaches this issue by conducting interviews with financial institutions and

analyzing existing disclosed documents and data.

3, To address the issues on the financial sector, it was decided through discussions at the
FMWG level that the study led by the Japan Economic Rescarch Institute was to focus primarily
on the private sector in the banking business, in consideration of the circumstances on the
Myanmar side. Overarching banking scctor development issues including state-owned banks
were therefore not addressed in a comprehensive manner within this study, although some

points are referred to because they are indispensable to the main purpose of the study.

2. Financial System as Infrastructure for Sustainable Economic Development

4. The banking sector, at the core of the financial system, is cxpected to play a pivotal role in
the economic development of Myanmar. First, banks mobilize domestic savings by offering to
depositors a liquid and safe store of value. This is particularly important for Myanmar due to the
limited inflow of foreign direct investment, reflecting the international political and economic
environment. Second, banks promote efficient allocation of funds by examining and monitoring

borrowers for efficient and effective use of funds. One of the most important roles of financial

i-1



institutions for cconomic development is the “financial intermediary function”. Speculative and
non-productive fund allocation by commercial banks is thought to be one of the causes of the
Asian financial crisis since 1997, and many countries including Japan are still struggling to
restructure weak banking systems. Additionally, the credit crunch--that is, the difficulty in
smooth mobilization of necessary funds to preductive projects—caused by non-performing
loans seems to be heavily constraining economic growth. Thus, it is obvious that financial
systems should function as indispensable infrastructure for both economic development and

stability.

3. Financial Sector Development in Myanmar

5. The dawn of Myanmar’s market-oricnted economic system was in 1989-90, and to
facilitate its development, the country’s financial system has been restructurcd (made sounder
and more efficient}: existing laws were amended and new laws were promulgated in relation to
banks and other financial institutions. The new laws broaden the scope of the banking activities,

enabling both state-owned and private banks to cater to the economic needs of the market.

6. Despite rapid banking sector growth, the financial sector is still relatively undeveloped
(table 1). The deposits-to-GDP ratio, an indication of the financial deepening, went as low as
15.3 percent in 1999/00; however, this is still somewhat of an improvement on the 10.3 percent
in 1992/93. The low level of development is because
- Central Bank of Myanmar (CBM) regulations keep deposit interest rates at low
levels (4.0 percent for call deposits and 9-10 percent for time deposits). This
appears to keep real interest rates unattractive, with the result that financial
transaction in the economy remains substantially informal.
- Cash-based settlement is still common in business activities.
- Access to formal financial services is lacking, except in big townships: this is

particularly true in rural areas.

7. The loan-to-GDP ratio seems to have been stagnant in the range of 9-10 percent over the
past four ycars, indicating that the credit provision by banks to the corporate sector has been

significantly insufficient.

& Because the level of financial deepening in Myanmar is so low, formalization of

underground (informal) financial transactions could provide tremendous returns once an



enabling environment is in place. It appears that urgent mcasures should be taken to induce
money from the informal sector {o the formal sector. 1t should also be noted that a fundamental
requircment for a sustamable financial system is appropriate macroeconomic management:

inflation control, foreign exchange adjustment, and fiscal balance improvement.

4. Financial Institutions in Myanmar

9. The financial institutions in Myanmar are classified into two categories: (a) the financial
institutions subject to the Financial Institutions of Myanmar Law (FIM Law), and (b} the other

financial institutions (figure 1 and table 2).

10.  The category (a) includes commercial banks, investment or development banks, finance
companics (Myanmar Small Loan Enterprise, leasing company), credit socicties (to date, no
socicty registered) and other financial institutions (Myanmar Securities Exchange Centre,
Myanmar Insurance, etc.). Except commercial banks, activities of other financial institutions in

the economy remain low level.

I1.  The category (b) is composed of Myanma Agriculture Development Bank, Credit
Cooperatives under the Ministry of Cooperatives, private pawnshops and moncy lenders with
diversificd legal frameworks on registration of organization, interest rate regulations, and
supervision. The relative weight of these financial institutions is not substantial. However, from
the viewpoint of rural people accessibility, these financial institutions are of great importance
and need to enhance capacities for extending quality financial services to rural people and

microenterprises,

4-1. State-owned Commercial Banks

12. There are three state-owned financial institutions, namely, Myanma Economic Bank
(MEB), Myanma Foreign Trade Bank (MFTB) and Myanma Investment and Cormmercial Bank
{MICB). In addition, Myanma Agricultural Development Bank (MADB)—r1eformed from the
Myanma Agricultural and Rural Development Bank in 1996 carries out financial services for
farmers as per the Myanma Agricultural and Rural Development Bank Law (promulgated in

July 1990) under administration of the Ministry of Agriculturc and Irrigation.

13, Only MEB, MFTB, and MICB are permitted to conduct international banking services
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(foreign currency exchange, letters of credit for export and import business, and so on),

14, In transition economies, state-owned commercial banks are apt to be directed by the
government to extend loans to state-owned enterprises, resulting in accumulations of non-
performing loans due to lack of financial discipline (like in China and Vietnam). In Myanmar,
finance for state-owned enterprises comes out of the State Fund Account (part of the fiscal
budget) and thus is separated from commercial finance. As a result, the operations of both the
state-owned commercial banks and the private financial institutions concentrate on short-term
finance for private, small- and medium-size enterprises. This is an advantage in that the
Myanmar financial system can keep distance from problems caused by the government-directed
credit to state economic enterprises. The Central Bank of Myanmar should be given wider

initiative in dealing with monetary policy, which will be apart from fiscal policy.
4-2. Private Banks

15. With the promulgation of the Central Bank of Myanmar Law and the Financial
Institutions of Myanmar Law, the government allowed private banks to commence operations in
1992 as a part of the banking sector reform process. To date, there are twenty domestic private
banks operating in Myanmar: ten wholly private and ten semi-governmental. As of January
2002, there were 235 branches of domestic private banks,

Deposits

16.  Private banks have becn playing increasingly substantial rotes in development of the
financial sector and the national economy (table 3-1)—their deposits are growing by an average
ratc of over 60 percent per annum, and also growing is their share of total deposits and loans
{recently, about 60 to 70 percent). Among others, “call deposits” (daily interest bearing) have
grown increasingly popular for payment clearing. We infer that the improved remittance
services of private banks that have developed branch networks equipped with information and
communications tcchnology are attracting many customers, Call deposits can be thought of as

supplementary financial services for customers’ remittance needs.

Remittance Services

17, Tt is natural for customers to use the safest and most rational services that banks provide
under the current legal framework, especially in an cconomy with high risks. It is our hypothesis
that because of the high financial risk at the carly stage of banking sector development in

Myanmar, improvement of remittance service might be a trigger to facilitate other banking
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services. Rapid improvement in the quality of banks’ remittance service in terms of safety,
promptness and correctness is replacing informal remittance (hondy system) and revealing
potential needs for formal banking scrvice. Furthermore, large private banks are attracting
customers away from MEB through productive investment in information and communications

technology to provide better services.

18.  However, it should be noted that the development of banking activities 1s casily changed

by government polices and macro-economic factors as it is still in an early development stage.

Bank Loans

19.  The weak lending activities of the banks are also indicated by the loan-to-deposit ratio,
which has declined from 78 percent in 1998 to 56 percent in 2000 (table 3-2). Affecting ratio arc
(1) the fact the number of promising lending opportunities is not increasing as quickly as the
deposit level is and (2) CBM’s stringent requitements in terms of commercial bank liguidity

since the onset of the Asian financial crisis in 1997,

20, Sewveral characteristics of loans provided by private banks are shown below.

- Private banks arc permitied to carry out only domestic and local currency (kyat)
based commercial banking activitics. Functions like foreign currency based
transactions and external {inancing belong to state-owned banks although legally
there are no explicit impediment to conduct such transaction based upon CBM
permission (section 83, CBM Law and section 25(f), FIM Law).

- Market penetration by private banks in terms of loans is just as significant as the
size of thetr deposits.

- Lending activities of the “big seven” banks are going to dominate the market.

- The majority of loans are short-term, mainly working capital for enterprises or
households.

- Overdrafts are very common for the private banks.

- Inprinciple, loans are secured by appropriate collateral amounts.

- Private banks try to maintain high liquidity because there 1s no interbank money
market to cover short-term shortages. Large holdings in treasury bills seem to be
one means of maintaining high liquidity.

- The ratios of loans to total assets and loans to deposits are relatively low, which

restricts bank profit.
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Financial Performance of Leading Banks

21.  Pnvate banks have been experiencing a sharp increase in assets. Total assets of five
leading banks (Asia Wealth Bank, Yoma Bank, Mayflower Bank, Myawaddy Bank, and
Oriental Bank) increased by 75 percent in 1999/00 and 74 percent in 2000/01. Deposits
increased by 78 percent in 1999/00 and 63 percent in 2000/01, to where they comprised 84

pereent of total assets. (table 4).

22, Regarding the asset portfolioc management, wc can summarize ihree major
characteristics:

- Low loan-to-asset ratio (49 percent as of March 2001)

- High proportion of treasury bond investment (36 percent of total assets as of March 2001)

- Low loan-to-deposit ratio (59 percent as of March 2001)
This reflects the relative decrease in promising lending opportunities against sharp deposit

increase on one hand and CBM’s stringent liquidity control on the other.

23, In spite of the sharp increase in assets, profitability of leading banks stays at low level.
The average ROA of five leading banks in 2000/01 was 0.4 percent. This low profitability
comes from the following:
- Low net interest income due to the low loan-to-deposit ratio and the large treasury bond
investment that yields lower interest income (Deposits are not fully utilized efficiently.)

- Continuous increase of non-interest expenses

24, CBM monitors bank financial soundness periodically as the supervision agency. It
appcars that leading banks have enough liquidity to follow requirements from CBM, However,
the equity ratio seems relatively low. The average equity ratio of five leading banks as of March

2001 was 4.1 percent. In most banks, internal capital accumulation should be cnhanced.
4-3. Interest Rate

25, As mentioncd carlier, when Myanmar embarked on banking reforms in 1990s,
transtorming the banking system of the centrally planned economic system into a traditional
banking system of a market-oriented economy, new banking laws were promulgated. All the
new banking laws were drafted in close collaboration with the legal experts of the International
Monetary Fund. Based on various studies of and discussions over the cxisting banking and
financial laws in many countries at that time, the new banking laws for Myanmar were tailorcd

in a most comprehensive fashion. However, whilc international banking atmosphere has been



changing a lot, Myanmar's new banking laws still provide an old-fashioned typical banking
practice. Regarding interest rates, minimum interest rates payable on savings deposits, savings
certificates and time deposits shall not be less than 3 per cent below the Central Bank of
Myanmar rate, and maximum intcrest rates chargeable on loans and overdrafts shall not be more
than 6 per cent above the Central Bank of Myanmar rate (Article 61, The CBM Law; Regulation
12, 13 of Regulation for Financial Institutions). If CBM considers that it is necessary to take
corrective actions related to any of the provisions of Article 61 such as abuse of intcrest rate
restriction, it is entitled to issuc written wamings, call for examination of accounting books and

documentation or imposc penalty for such a violation.

26, However, variations in interest rates, depending on the financial institution type, arc
observed in the current regulatory framework as shown in table 5. Based on the FIM Law, all
cntities established as banks comply with CBM interest rate regulations. Although MADB is
cntitled to set up its own interest rate under the MADB Law, the Board of Directors veluntarily

follows CBM rulings.

27, Credit cooperatives cstablished under the Coopcerative Society Law are permitted to set
their own interest rates based upon the by-laws elaborated and endorsed by the General
Meetings of the respective cooperatives. Since credit cooperatives are established under the
Cooperative Society Law but not under the banking laws, they are not required to follow CBM
interest rate regulations. If a credit society is established under the FIM Law, they will be
regulated in accordance with the CBM Law section 61,

Although the definition of credit socicty under the FIM Law scems to be fit with the credit
cooperatives under the Cooperatives Society Law, they arc not necessarily be regulated by the

banking laws, as long as they are permitted not by the banking laws.

28.  In the case of money lenders, section 10 of the Money Lender Act clearly determines the

maxinum interest rate limits'. This explains the existence of numerous unregulated money

" Section 10 of the Money Lender Act: Maximum rates at which interest may be decreed.

{1} Notwithstanding anything to the contrary contained in any other law for the time being in force, or in
any conatract, no Court shall, in any suit or proceeding tn respect of a loan advanced after the
commencement of this Act, pass a decree in respect of interest at rates exceeding twelve per centum per

annum in the case of a secured loan and eighteen per centum per annum in the case of an unsecured loan.



lenders applying unreasonably high interest rates outside the scope of the Money Lender Act.

29.  Microfinance institutions are another type of finance entities applying market based
interest rates (please see the separate report on this issue). However, those institutions exist as
pilot cxperiments to respond to small-amount lending needs in rural arcas. The legal framework
for microfinance is yet to be established and in the absence of particular legal enforcement for
microfinance, a lot of concerns about whether the interest rate regulation of the banking laws
cover the interest rate setting of MFIs may arise. As such, concerns for the continuity of MFIs’
solid ¢stablishment in the country may grow. Thercfore, there is a clcar and urgent need for the
monetary authorities to solve issues mmvolving interest rate ceilings that affect the cmerging
microfinance institutions. Possible options to be sought include exempting such institutions
from the existing interest rate regulations or proclaiming a separate legal category that overrides
existing interest rate regulations for microfinance institutions. The sequencing of measures can
be prioritized: urgent needs and the mid- or long-term needs in consistent with overall financial
system improvement, The interest rate issues on microfinance institutions are closely related to
the legalization and licensing of NGOs and other organizations involved in microfinance. These
inter-related issues are discussed in the separate report of the Joint Study on microfinance: in the

context of Myanmar {(chapter 1), the Philippines (chapter 2), and worldwide (chapter 3).

5. Major Issues

5-1. State-owned Commercial Banks

30.  In addition to its commercial banking business, MEB has to shoulder numerous public
duties as a fiscal agent of CBM as stipulated in section 25(j) of FIM Law. MEB necds to
enhance its commercial banking expertise in order to compete with the increasing penctration
by private banks, The extent to which MEB is financially burdened by its public obligations is
not a part of public record, however, its productivity in terms of total deposit per employee is
very low compared with that of Asia Wealth Bank, for example. (With only seven years of
banking ecxpericnce, AWB outstripped MEB in terms of total deposit and loan outstanding in
2000/01.)

{2) A copy of every judgment or order of a Court whereby, in consequence of the provisions of sub-
section (1), the rate of interest recoverable on a loan is reduced shall be transmitted to the Registrar by the

Court.



31. Similar to other state-owned banks, MEB is a part of the Ministry of Finance and
Revenue, and its managerial autonomy is less than complete. MEB urgently needs to invest in
information and communications technology to upgrade its financial services but cannot

possibly do it through its own finaneial source.

32.  Itis clear that MEB needs to endeavor to be more competitive with leading private banks
both in terms of commercial banking services {such as transaction times for accepting deposits,
transferring funds or making loans) and in measures for increasing profit and deereasing non-
performing loans (tables 6-1, 6-2, 6-3, 6-4, and 6-3).

33, In Myanmar, statc-owned banks and private banks are competing with each other in the
field of financial services for the private sector. Given the managerial constraints mentioned
above, in the medium-to-long-term future MEB might be obliged to streamline its scope of

financial services and play a role of supplementing private bank activities.
5-2. Private Banks

Key Customers

34.  For private banks, key depositors are small- and medium-size enterprises (SMEs) and
key borrowers arc government and private traders. Government borrows mbney from private
banks by issuing bonds. Impediments to the enhancement of private banks’ tinancial
intermediary function can be pointed out as follows.

- Government bonds occupy a major portion of private banks’ portfolios. The
impact is decrcased economic development, compared with what would be the
case if banks lent to the private scclor, as the government will not deposit the
borrowed money in private banks, thus reducing the multiplier effect of deposits.
On top of this, the funds raised by government bonds are apt to be allotted to
inefficient state cconomic cnterpriscs, without financial market screening,
resulting in an additional drain on the country’s productivity.

- Small trading businesses use overdraft accounts to borrow money for short-term
working capital. Trade sector businesses are more apt than production scctor
businesses to invest in gold, jewcelry or propertics that have nothing to do with
productivity increase in the real scctor. Even though SMEs are the key
depositors, they decposit only a part of their idle cash. In the light of
underdeveloped financial markets in the economy, they also invest in propertics

or informal money markets in order to hedge against the risks. This drainage of



moncy from the formal banking sector to the informal financial scctor (such as
general servicc companies} is estimated to be substantial. Prevention of a bubble

economy and maintaining macrocconomic stability continues to be the priority
policy for CBM.

Service Quality Gap between State-owned Banks and Private Banks

35.  The transaction times at private banks are greatly different than those at state banks. A
customer survey shows that depositing or withdrawing money takes about 10 minutes at private
banks but about three or four times longer at statc banks, Remittances take, more or less, 10
minutes at private banks but much longer at state banks. Customer prioritization of bank
improvement needs is first in interest rates and second in business hours in the case of private
banks. In the case of state banks, more than half of the customers want shorter transaction times,
and intcrest rate improvenlent was also mentioned frequently. The state-owned commercial
banks need to pursue reform programs for efficiency drive in order to cause healthy competition

with private banks.

Sound Banking, a Prerequisite for Financial System Development

36, In parallel with facilitating economic development through banking and other financial
activitics, cqual attention should be paid to sound banking, a prerequisite for financial system
development. CBM requires that all licensed banks abide by prudential norms (regulations in
terms of minimum reserves, liquidity control, risk asset ceilings [capital adequacy ratie], loan
loss provision, and legal lending limits) to prevent financial systemic risk and protect
depositors. CBM monitors bank financial soundness periodically as the supervision agency. At
times of rapid expansion of credit, however, prudent financial practices are apt to be deferred for
future discussion, even if prudential regulations are in place. Actual enforcement of laws and

regulations in the financial sector should be monitored continuously.

Risk Management of Private Banks

37. A system for risk management, another important part of banking operations, is still in
the development stage. Credit risks and market risks seem to be relatively high duc to weak
disclosure requirements and a vulnerable macro economic condition. Even viable privatc banks
face the risk of bank runs caused by groundless rumor. This is why a risk management system is
strongly required for the commercial banks in Myanmar. In order to contain non-performing
loans, more prudent financial practices should be applied at each private bank. For example, the
system for monitoring borrowers should be strengthened by adopting more frequent repayment

of principal and interest, and by more strictly assessing borrowers’ payback ability at the time of



rolling over the maturity of their toans.

38, Organizing an internal loan comumittee consisting of knowledgeable management
personnel and external professionals as the decision making body for loan projects seems a good

example,

39.  Maintaining relatively high liquidity also may hedge the default or insolvency risks.

Governance Structure of Private Banks

40. At the early stage of banking sector development in Myanmar, the credibility of many
private banks is founded in the financial strengths and reputations of individual bank owners or
parent companies. However, in the course of enlarging the number of general public depositors,
the governance structure of bank management will have to become more independent in order to
avert external risks of the banking system and protect depositors’ interests. Out of twenty
private banks, only two (First Private Bank and Myanmar Citizen Bank) are public companies
with institutionally high transparcncy as they are subject to disclosure requirements stipulated

by the Company Act.

Financial Strength of Private Banks and Disclosure of Information

41.  Among twenty private banks, only five banks are capitalized above 2 billion kyats. Lack
of disclosure in financial statements may lower the public confidence in them and provide an
environment that facilitates general public rumor, even when it is groundless. In addition,
strengthening the actual bank accounting practice in order to meet thc ASEAN regional standard

will also enhance the credibility of bank financial soundness.

42, Public company banks can list themselves at Myanmar Securities Exchange Centre as
appropriate to facilitatc the strengthening of their capital bases. However, considering the
provisional stage of MSEC, time is required to design the comprehensive regulatory framework

for listing and disclosure of information concerning the listing prerequisites.

5-3. Human Resource Development for the Banking Sector in Myanmar

43.  Training programs for employees are clearly lagging behind the rapid increasc in newly

employed staff and the swiftly changing financial environment.

44.  Bascd on a tentative draft and frank and constructive discussions with Myanmar



counterparts, we would like to deepen our research, in order to create a suitable human resource
development framework, and work for preparation of an action plan for future implementation.
Banking businesses need professional knowledge and skills. Speedy teller services and good
governance with necessary risk management skills strengthen bank viability and attract
customers. Therefore, hiring high-potential personnel is crucial for modernizing bank services

and achicving good performance in banking business.

6. Measures to be Taken into Consideration for Further Development of Banking
Sector in Myanmar

45, In order to keep momentum in the devclopment of Myanmar’s banking sector, policy
makers should take into consideration the fact that maintaining public confidence in
fundamental commercial banking activities is important. Therefore, ensuring banking system
sustainability, removing impediments to institutions’ competitiveness, and improving peoples’

access to financial services should be emphasized.
6-1. Policy measures for building a sounder financial system

46. Assurance of the soundness and stability of the financial system is a prerequisite for
further banking sector devclopment in Myanmar. However, at a time of rapid expansion of
financial services, prudential practices are apt to be deferred for future discussion.

- In order to protect depositors, we recommend that banks disclose their financial
statements to the general public and at the same time, develop the sound
accounting practice particular to banking scctor.

- The Central Bank of Myanmar should establish appropriate pradential norms to
be put into actual practice by banks. A typical example is to cstablish a sounder
monitoring and repayment system through introduction of both monthly (or more
frequent) repayment and periodical monitoring of the credibility of borrowers in
cascs where loans are being rolled over.

- In order to prevent repcated failures, we recommend that banks share amongst
themselves periodically their information on delinquent customers and fraud in
financial transactions.

- Inline with the Control of Money Laundering Law (enacted June 2002), cffective
actions will be taken against illcgal money transactions, with deliberate

consideration on ensuring soundness and stability in the financial system.



The Central Bank of Myanmar should mandatc sound corporate governance in
private banks by upgrading the exisiing establishment norms to reflect
international standards. Review of article 3(a) of FIM Law is recommended,
specifically looking to require that some private banks be established as
sharecholding companies. Shareholding companies would provide far sounder
financial bases and bank management accountability. In modern market
economies, banks must have sharcholding company status. Institutions
established as limited hability companies should be classificd as finance
companies.

CBM needs to establish accounting standards that cnable domestic private banks
to compete and cooperate with foreign banks on cqual financial bases.

External auditing and publication of audited results should be compulsory for all
financial institutions of relevant size and market presence. Detailed criteria should

be set by CBM.

6-2. Policy measures for enhancing private banks’ capacity to provide loans to

the small-and-micro enterprise sector, to best serve the real sector productivity

growth

47.  Policy measures for enhancing privatc banks’ capacity to accommodate the needs of

enterprises in the real sector are as follows:

Encourage private banks to improve the access of the small-and-micro enterprise
sector to commercial banking services by permitting them to gradually expand
their branch networks into local areas, corresponding to the financial capacity of
the banks concerned. The criteria for permits for ncw branches should be
rationalized.

Support institutional capacity building (in financiat intermediation) of banks in
the course of their transformations from regional to nationwide banks, Tn parallel
with enlarging their customer bases—from only individuals at the community
level to also enterprises with wider scopes of busincss—private banks need to
upgrade their bas¢s for making loans from personal connections and mere
collateral  valuation to creditworthiness and rmanagerial and financial
sustainability of enterprises and projects. Human resource development (capacity
to both assess borrowers’ business plans before providing credit and monitor
customer performance after providing credit), will be getting more important in

order to minimize credit risk in the banking scctor,
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Mobilize longer-term funds by giving customers more incentive to save long
term—incentives such as gradual adjustment towards positive interest (in rcal
terms). Banks need to introduce more flexible lending ratcs, rcflecting the
mdividual credit risks of borrowers, in order to cncourage more borrowing by

small and micro business.

6-3. Policy measures for strengthening commercial banks’ competitiveness in

order to cope with ASEAN regional financial cooperation initiatives and open-up

the financial market of Myanmar

48.  Inthe April 2002 ASEAN Finance Minister Meeting in Yangon, member countries made

commitments to further liberalization of financial services in 2002. The financial crisis in Asia

in 1997 and its subsequent impacts highlighted the fact that financial system sustainability is

critically dependent on increased competitiveness by domestic financial institutions.

In order to enhance the competitiveness of commercial banks for the country as a
whole, an appropriate division of works among state-owned banks and private
banks needs to be reviewed in view of recent rapid progress of private banks’
financial services.

Privatc banks must be allowed to deal in foreign exchange business in order to
strengthen their busmess bases in preparation for a gradual shifil to (ull-fledged
intcrnational banking. Lifting the ban on joint venturcs between foreign and
domgestic banks would facilitate the transter of know-how to domestic
comunercial banks from abroad.

An intcr-bank money market and treasury bond secondary market should be
established in order to give commercial banks a better environment for liquidity
management,

Financial system stability is reviewed periodically in modern market economies.
Assessment of the financial sector in Myanmar cannot be complete without
examining its legal framework, focusing on the practice of law. The degree of
promotion necessary to induce an efficient discharge of financial obligations
should be measured in order to determine policy for further strengthening of the
financ¢ial market.

Nowadays, banking laws and regulations governing the legal status, organization,
and opcration of banks are becoming uniform worldwide. A comparative study
identifying possible differences would help prepare the Myanmar banking sector

for modemization.



6-4. Human resource development for the banking sector

49. Vital to further development of Myanmar’s banking sector is human resource development
in line with rapid growth and changes in commercial banking activitics, with particular focuses
on the three subjects mentioned above. Preferably joint initiatives that are most common among
commercial banks such as a programme by the Myanmar Bankers’ Association will be taken up
as soon as possible in a sustainable manner. Furthcrmore, in order to catch up with ever-
advancing international standards, private bank cxposure to best international banking practiccs

is urgent. Detailed analysis and proposals on the subject will be made in Part I .
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Table1 GDP, Budget and Financial Activities in Myanmar
(Kyat million [end of March])

1992/93 1995/96 1996/97 1997/98 1998/99 1999/D0
Nominal GDP 249,395 504,729 791,980 1,119,509 1,609,776 2,087,572
Government Revenue 20,735 39.215 54,528 87,363 116,411 106,927
Government Txpenditure 33,245 78,709 106,618 145,670 210,288 217459
Government Balance (12,509) (39,494} (52,090} (58,307 (93.877) (110,532)
Government Financing i2,509 39,494 52,090 58,307 93,877 110,532
- Foreign Loans 486 . 675 351 1,066 2,001 807
- TB Issuance 12,023 38,819 51,739 57,241 91,876 109,725
Total Deposits 25,671 75,111 110,042 145,789 210,360 319,518
- Demand Deposits 6,557 14,176 21,795 35818 47,751 83,135
- Savings Deposits 19114 58,935 88,247 109,971 162,609 236,383
Deposits at Private Banks 437 18,532 40,662 06,039 115,826 204,831
Deposits at State Banks 25,234 56,579 69,380 79,750 94,534 114,687
Total Loans 20,857 46,841 77,083 114,543 142,318 188,728
- To State-owned Institutions 40 17 17 17 17 7
- To Private Seclor Total 20,817 46,824 77,066 114,526 142,301 188,721
- To Cooperatives 7.881 5,944 5,817 5.502 3,249 1,826
- To the Private Sector 12,936 40,880 71,249 109,024 139,052 186,895
Loans by Private Banks 190 13,400 311,273 51,207 71,347 114,732
Budget (Expenditure) to GDP 13.3% 13.0% 13.5% 13.0% 13.1% 10.4%
Deposits to GDP 10.3% 12.4% 13.9% 13.0% 13.1% 153%
Loans ta GDP 8.4% 7.7 % 9. 7% 10.2% 8.8% 9.0%
Loans to Depaosits 81.0% 62.4% 70.0% T8.6% 67.7% 59.1%
Private Banks™ Share (Deposits) 1.7% 24.6% 37.0% 45.3% 35.10% 64.1%
Private Banks™ Share (Loans) 0.9% 28.6% 40.6% 4.7% 50.1% 6(1.8%

Source: ADB Country Economic Report Dec. 2001.
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Figure 1 The Financial System in Myanmar
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Table 2 The Legal Framework of the Financial Institutions in Myanmar

[ Sr.Ne Name of Institutions Registration Licence I Interest Rate Regulatian Supervision
1. State-pwned Banks
a. Myanma E¢onumic Bank = * Central Bank of Myanmar Law {art. 61) Central Bank of Myvanmar
Repulations for Financial Institutions 12,13
b. Myanma Fereign Trade Bank * * Central Bank of Myanmar Law (art. 51) Central Bank of Myanmar
~ Regulations for Financial Institutions 12,13
c. Myanma Investment & * * Central Bank of Myanmar Law lart. 61) Cenlral Bank of Mvanmar
Commercial Bank Regulations for Financial Institutivns 12,13 o
2 Myanma igultural * ® MADB Law and voluntary consideration to Central Bank of Central Bank of Myanmar until 1998, then
Development Bank Mysanmar rulings Ministry of Agrienltnre & Trrigation
3. Semi-Clovernment Banks
a. Myawaddy Bunk Ltd. Registrar of Companies Central Bank of Myanmar Central Bank of Myarmar Law (art. 51} Ceontral Bank uf Myanmar and the Ministry
Hepulations for Financial Institutions 12,13 of Defence
I Innwa Bank [td. Registrar of Companies Central Bank of Myanmar Central Bunk of Myanmar Law (art. 61) Central Bank of Myanmar and the Ministry
Regulations for Finaacial Institutions 12,13 of Defence
. Sebin Thayar Bank Ltd. Hegistrar of Companies Central Bank of Myaamar Central Bank of Myanmar Law (art, 61) Central Bank of Myammar and the Ministry
Regulations for Finanaal Institutions 12,13 of Border Ayeas™ .
. Myanma Industrial Registrar of Companies Central Bank of Myanmar Central Bank of Myanmar Law {art. §1) Central Bank of Myanmar and the Ministry
Development Bank Regulations for Financial Institutions 12,13 of Industry 1
e Livestock and Fishery Bank Registrar of Companies Central Bank of Myanmar Central Bank of Myanmar Law {art. 1) Central Bank of Myanmar and the Ministry
Regulations for Financial Institutions 12,13 of Livestock and Fisherios
f. Cooperative Bunks Registrar of Companies Central Bank of Myanmar Central Bank of Myanmar Law {urt. 612 Cenlral Bank of Myanmar and the Ministry
Regulations for Financial Institutions 12,13 of Co-nperatives
1. Private Banks Registrar of Companies Central Bank of Myanmar Central Bank of Myarumar Law (art. 61) Central Bank of Myanmar
Regulations tor Financial Institutions 12,13
5 Finanve Companies
a. Myanma Small Luan * Centrel Bank of Myanmar {entral Bank of Myvanmar Law (art. 81) Central Bank of Myanmar
Enterprises Regulations for Financia) Institutions 12,13
b. Myanmar Ciriental Leasing Registrar of Companies Central Bank of Myanmar Central Bank of Myanmar Law {art. 81) Central Bank of Myanmar
Regulations for Financial [nstilutions 12,13
c. MBSEC (DATWA + MER) Registrar of Campanies * ** Ministry of Finance & Revenue and
Central Bank of Myanmar
B. redit Societies Ministry of Finanee & Revenue Ministry of Finance & Revenue Central Bank of Myanmar Law {(art. 61) Ministry of Co-operatives + YUDO  +
Repulalions for Financial Institutions 12,13 Ministry of Border Areas™
7. Credit Co-operatives Ministry of Co-operatives Ministry of Co-operatives Not Regulated Ministry of Co-operatives
4. Private Pawnshapg {licensed Yangon Avea: YODC Local Authority Nane Yoo

Outside _ Yangon: Ministry of Horder Local Autherity Ministry of Border Areas™
Areas™”

* Registration not required under the government decree

* Pending

WRE Comnlete name is Ministry of the Progress of Border Aress & National Races and Development Atfzirs.




Table 3-1 Trend in Bank Deposits
(Kyat million [end of March], % growth)

1998 1999 2000 2001 {Estimation)
Total Deposit 145,789 210,360 44.3% 319,518 51.9% 485,000 32%
- Demand 35,818 47,751 333 83,135 74.1
- Savings 109,971 162,609 47.9 236,383 454
Deposit at Private Banks 66,030 115,826 753 204,831 76.8 334,000 63%
Private Banks Share to Total 45 9% 55 % 64 % 68 %
Big Seven Penelration Ratio in - 83 % B8 % 20 %
Private Banks

Sources: ADB Country Economic Report Dec, 2001, Estimated by Interviews

Big Seven Private Banks: AWB, Yoma, May Flower, Myawaddy, Oriental, Kanbawza, and Universal

Table 3-2  Trend in Bank Loans
(Kyat million {end of March], % growth)

1998 1999 20040 2001 (estimation)

Total Loans 114,543 142,318 24.2% 188,728 32.6% 279,000 48%
- to State Enterpriscs L7 17 - 7 -
- I'o Private Secior Total 114,526 142,301 242 188,728 326

- To Cooperatives 5,502 3,249 -4.1 1,826 -43.8

- To the Private Seclor 119,024 139,052 275 186,895 344
Leans by Private Banks 31,207 71,367 394 114,732 60.8 207,000 30%
Deposits at Private Banks 66,039 115,826 75.4 204,831 6.8 334,000 63%
Loan to Deposit Ratio  at 8% 62% 56% 682%
Private Banks
Private Banks’ Share to Total 45% 50% 61% 4%
Big Seven Penstration Ratio 78% 3% &7%
among Private Banks

Sources: ADB Country Economic Report Dec. 2001; Interviews.
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Table 4 Aggregate Financial Data of Five Leading Private Banks

Profit/L.oss {Kyat million, %)
1998 - 1099 1999 - 2000 2000 - 2001
Interest Income 10,535 93] 17,539 92.3 26,053 90.8
Other Ihcome 785 6.9 1,459 7.7 2,633 9.2
Total Income 11,320 | 1000 18,998 | 1000 28,686 | 100.0
Interest Expenses 7,465 53.9 12,708 | 669 18,087 | 633
Other Expenscs 1,590 14.0 2,688 14.1 5,830 0.3
‘Total Expenses 9,055 80.9 15,396 510 23,917 83.4
Net Income before Tax 2,265 2000 3,602 19.0 4,769 16.6
Net Income 784 6.9 1,367 7.2 985 34
Dividend 781 6.9 1,371 7.2 972 34
<NMet Interest [ncormne=> 3,070 27.1 4,831 234 7.966 278
Balance Sheet (Kyat million, %)
1999 2000 20014
Cash & Accounts 21,723 19.7 24,309 12.6 37,169 114
Cash 12,274 11.1 18,437 9.6 27838 8.3
Account at CBM 4,240 18 2,598 13 3,842 1.1
Account at other Banks 5,210 4.7 3,274 1.7 5,488 1.6
Loans & Advances 55,001 50.0 91,967 47.6 165,883 493
TB Investment 28,030 254 66,690 346 119,508 355
Other Equity Investment 224 0.2 323 02 324 0.1
Fixed Asgsets 2,532 23 4,529 23 6,302 1.9
Other Assets 2,174 2.0 4,334 22 6,244 19
Acceptances, Guarantee Per Contra 423 04 871 0.3 1,151 0.3
Total Asscts 110,167 | 1o0.c 193,023 [ 1000 336,581 [ 1000
Depaosits Account 96,961 £8.0 172,499 £9.4 281,775 83.7
Demand Deposit 31,7602 288 56,222 20.1 98,798 20.4
Time Depasit 65,199 592 116,277 60.2 182,974 54.4
Borrowing {Against TB from CBM) 4,600 42 6,450 13 35,006 10.4
Other Liability A/C 3,434 3 4,543 2.4 4,954 1.5
Acceptances, Guarantee Per Contra 423 0.4 871 0.5 1,151 0.3
Total Liability 105,418 95.7 184,363 95.5 322,886 959
Paid-up Capital 2519 23 3,069 2.6 7,190 2.1
Reserve 2,038 1.8 3,378 18 6,198 1.8
Retained Profit 193 0.2 215 0.1 307 .1
[ Total Sharcholders” Equity 4,750 43 8,662 4.5 13,695 4.1
Financial Ratio
2000 2001
ROA (= Net Income / Average Assets) 1.9% (.4%,
ROE (= Net Income / Average Equity) 20.4% 8.8%
Net Interest Margin (= Net Interest / Average Assets) 3.2% 3.0%
Net Spread (a) - (b) 5.4% 4.4%|
Loans, Investment Yield (a) 14.5% 11.7%
Average Funding Costs (b) 2.1% 7.3%
Loans-to-Depaosit Ratio (= Loan / Deposit} 53.3% 58.9%

* Five Banks: AWR, Yoma, Mayflower, Myawaddy, and Oriental -

*  These five banks cover roughly 85% of total deposits in private banking sector in Myanmar.

*  All data have been collected by interviews for individual banks



Table 5 Interest Rate

Interest rate in Myanmar is tighly restricted by regulations and supervised by monetary

authority. However, variations depending on the type of financial institutions arc observed based

upon current regulatory framework as shown below:

Financial Institution

Legal Document

Interest Rate {Annual)

Remarks

Commercial Banks

Invesiment or
Development Banks

Finance Companies

Credit Societies

CBM Law (Sec. ¢1),
Regulations for Financial
Institutions {Sec. 12, 13)

Minimum > CBM rate
Payable - 3%
Maximum < CBM rate
Chargeahle - &%

By CBM notification
from time to time

MARD MARD Law Sec.21 (b) Decided by MARD Board of | Voluntary
Dircctors consideration to
CBM rulings

! Co-operative Credit
Socicties

Cooperative Society Law

Decided by General Meetings

Based on bylaws

Money Lenders

Money Lenders Aet Sec. 10

Secured Loan

<12 %

Unsecured Loan

< 18%

Under local authority

Micre Finance

MOU with Govornment

Market Rate

Under supervision of
INGOs

However, based on the Section 63 of CBM law, CBM rescrves the right to intervene and impose

compliance with any provision of section 61 whenever CBM considers necessary under the

stipulated conditions.
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Table 6-1 Customer Sector

Category First Second Third
Total 37.6% 4.9% 7.3%
Trade Retired/Pensioner Muanufacturing
Private Bank 47.8% 9.8% 3.8%
Average Trade Manufacturing Retired/Pensioner
State Bank 21.7% 20.7% 17.4%
Average Retired/Pensioner Government Trade

Table 6-2 Reasons of Bank Selection (Multiple answers up to three)

Category First Second Third Fourth Fifth

Total 47, 8% 47.4% 38.0% 18.2% 16.8%
Safe/Reliable Convenient location Quick service Have to use Attentive service

Private Bank 59.9% 54.4% 46.7% 24.2% 22.0%
Average Convenient location|  Quick service Safe/Heliable Attentive Service | Good remittance

State Bank 50.0% 43.5% 22.8% 5.4% 2.2%
Averape Safe/Reliable Have to use Convenient location Quick service Atteniive service

Table 6-3 Purpose of Bank Usage (Usually) (Multiple answers)

Category First Second Third
Total 64.6% 58.14% 36.1%
Deposit Withdraw money | Remittance
Private Bank £6.5% 53.8% 49.5%
Average Deposit Withdraw money | Remittance
State Bank Average 67.4% 60.9% 9.8%
Withdraw money Deposit Remittance
Table 6-4  Service and Queuing Time for Depositing
Category Service time | Queuing time Total
{Unit: minutes)
Private Bank Average 7.8 3.4 11.2
State Bank Average 27.5 10.9 38.4
Table 6-5 Service and Queuing Time for Withdrawing
Category Service time | Queuing time Total

{Unit: minutes)

Private Bank Average

8.8

3.6

12.4

State Bank Average

28.6

15.5

44.1

(Source: YIE, 2001)
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Introduction

1.

The banking sector in Myanmar is expected to play a pivotal role in both cconomic

development and stability as an indispensable infrastructure in tcrms of the following

viewpoints,

2.

The banking sector’s role of providing necessary funds for vigorous private-sector-led
growth in the process of transformation from a command economy to a market economy is
becoming increasingly important,

Banks mobilizc domestic savings by offering to depositors a liquid and safe store of value.
This is particularly important for Myanmar due to the limited inflow of foreign direct
investment, reflecting the international political and economic environment. Banks are
expected to mobilize more funds from informal finance sector and/or general public.

Banks promote efficient and effective allocation of funds by screening and meniforing
borrowers. One of the most significant roles of banks for economic development is the
financial intermediary function, which contributes to enhancing the growth potential ot the
national economy. This role can be realized only after the banks establish a firm foundation
of public trust—both through their financial strength, based on financial discipline, and
through their enhancement of banking expertisc in  objectively asscssing the
creditworthiness of enterprises and projects.

The financial crisis in Asia in 1997 and its subsequent impacts highlighted the fact that
financial system sustainability is critically dependent on increased competitiveness by
domestic financial institutions. Strengthening commercial banks’ competitiveness should be
cmphasized in order to cope with ASEAN regional financial cooperation initiatives and ever

advancing globalization of financial activities from the mid- and long-term viewpoints.

However, modernization of the banking sector with regard to the points mentioned above

15 yet to be accomplished. Vital to further development of Myanmar’s banking sector is human

resource development through enabling policies for the banking sector and managerial

improvements in line with rapid growth and changes in commercial banking activities.



1. The present situation and problems of human resource development and

modernization of banking management in Myanmar

1-1. Approach Focusing on Integral Improvement in Three Factors: The
enabling policy, management, and training programme of the banking sector
in Myanmar

3. With the promulgation of the Central Bank of Myanmar Law and the Financial Institutions
of Myanmar Law, the government allowed private banks to commence operations in 1992 as a
policy for the banking business opening to private sector. Private banks have been playing
increasingly substantial roles in development of the financial sector and the national economy.
To date, twenty domestic private banks with more than twelve thousand employees are
operating in Myanmar. As of October 2002, there were 245 branches of domestic private banks.
Under the transition economy, the financial intermediary roles of banks become more and more

important due to the growth of domestic deposit mobilization.

4. The recent banking sector development in Myanmar is remarkable. Trends in the
establishment of private banks and the list of existing private banks are shown in Annex Table 1.
The number of private banks has gradually increased since 1992, and currently twenty private
banks are providing commercial banking services. The private-bank branch network has also
expanded and as of October 2002 it comprised 245 branches, up from 197 in September 2000.
Private banks are operating in several models, from those operating nationwide branch networks
with more than 1,000 employees to those operating only one branch with less than 100

employees,

5. However, there are still many issues to be considered in order to establish a firm
foundation of public trust (by ensuring a sound financial system and tmproving financial service
quality) and contribute to economic growth (by providing capital to real sectors that have higher

productivity).
6.  As the private banks have the big roles for developing Myanmar’s economy, their
credibility and durability are importait. It is expected that the banking sector’s stability would

increase in Myanmar and the function of banks would spread in the society.

7. Thus, in this report, we will discuss an HRD programme which would integrate the
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banking sector with policy measures to improve the banking business environment and

addresses private-bank management issues.

1-2.  Policy measures for improving the banking business environment

8. The following table shows policy measures for improving the banking business

environment. We listed them, by priority, in three major categories: building a sounder financial

system, improving financial service quality, and strengthening international competitiveness.

Furthermore, each issue is classified in accordance with urgency and/or the country’s readiness

to solve.

Urgent Issucs

Mid- and Long-term Issues

Building a sounder
financial system

-

Improving macroeconomic
environment {controlling inflation,
unifying foreign exchange rate,
balancing fiscal budget)

+ Establishing autonomy of CBM
* Clarifying actual situation of asset

quality and NPLs of banks

+ Establishing prudential norms
* Segregating policy lending from

commercial banks

+ More information disclosure and

transparcncy (including establishing
accounting standards and external
auditing system)

Preventing excessive speculation by
introducing {lexible interest rates that
reflect inflation

+ Introducing flexible lending rates that
reflect individual credit risks of
borrowers

* Establishing inter-bank money market

* Ensuring financial transparency of
banks by forcing them to operate as
public companies

* Speeding up bankruptey procedure
and court action for foreclosure

Improving
financial service
quality

+ Enhancing service quality through

information communications
technology (ICT) investment
(including joint investment)

* Establishing transparent criteria to be

met by banks in order to qualify for
opening new branches

Strengthening financial intermediary
function through enhancing corporate
and project appraisal capacity

* Reducing impediments to long-term
loans (such as introducing interest
rates that promote long-term deposits)
Establishing clear division of work
between private banks and state-
owned banks in commercial banking
business
* Improving quality and increasing
variety of financial services

+
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rStrengthening + Strengthening banks’ financial » Clarifying division of works between
international stability state and private banks in commercial
competitiveness * Establishing goals for efficiency finance services
(pursuing economy of scale and * Improving efficiency in liquidity
economy of scope) management by reinforeing inter-bank
- Allowing private banks to operate money market and treasury bond
foreign exchange business secondary market
+ Allowing private banks to form * Strengthening commercial banks’
alliances with foreign banks to competitiveness by allowing them to
acquire know-how in banking form joint ventures with foreign banks
operation * Supporting adjustment with
international standard of banking
laws, regulations and practices
‘1-3. Improving management of individual private banks

9.  The following table shows issues involved in improving the management of individual

private banks. We grouped them into two categories: top level management improvement and

banking operation improvement (which consists of three basic banking functions).

Urgent Issues Mid- and Long-tcrm Issues
Top level * Enhancing human resource * Upgrading human resource abilities to
management development at the management level regional standards
improvement - Improving financial strength by - Upgrading all services and risk
reducing non performing loans management to regional standards
* Enhancing capacity in credit analysis | - Reorganizing private banks into
(both corporate and project) and public companies in order to
credit monitoring strengthen their capital bases and
- Enhancing capacity in risk enhance public trust
management (such as asset liability * Improving corporate governance
management) structurc
* Increasing owners’ equity capital * Strengthening the ICT system
* Improving management efficiency by
introducing ICT
* Improving transparency through
comphiance with law on disclosure
Banking operation - Upgrading human resources and * Upgrading operation efficiency and
improvement expertisc soundness of the financial system to
(function 1) * Expanding inter-bank and intra-bank regional standards
networks for remittance and fund * Improving service quality by
Remittance and transfer developing an online inter-bank
fund transfer * Deploying ICT to improve service remittance and fund transfer system
quality - Facilitating ICT modernization by
- Fostering non-cash transaction allowing alliance with foreign banks
practicc * Further developing non-cash
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transaction practice

Banking operation
improvement
(function 2)

Deposits

* Reducing wide maturity gap between

deposits and loans

* Improving customer satisfaction by

improving service, such as queuing
time and spced of processing

* Improving service efficiency and

introducing new services by utilizing
ICT

.

Providing attractive deposit interest
rates, especially for longer-term
deposits (preferably, positive real
interest rates that encourage long-term
dcpositing)

Banking operation
nmprovement
(function 3)

Loans

+ Making monitoring and repayment

-

system sounder (introduction of
monthly ot shorter-term repayment
system and penalty rates for
defaulters)

Reducing ratio of overdraft loans
{sounder cash & risk management)

- Strengthening the risk management

system.

+ Enhancing capacity in corporate

appraisal and project evaluation

Upgrading risk management system,
such as building an internal credit
rating system for the loan portfolio
Increasing capacity for long-term
lending to projects with larger
gconomic impacts

Providing funds 10 microfinance
institutions (using adequate
performance standards) for delivery of
financial services to low income
households

10.  We will discuss concretely a banking sector training programme that incorporates trends

in banking policies and management, with focus on the following factors: core implementing

agencics, targeted trainees, priority subjects, implementing timeframe, recommended courses,

and so forth.

1-4. The Necessity to Support a Private-Bank Training Programme

11.  First, despite various issues to be solved under vulnerable economic conditions, private

banks’ access (o overseas transfer of know-how is limited because they are not allowed to deal

in foreign exchange business or to establish joint ventures with foreign banks.

12, Second, both the dispersion and the quality of employee capacity is clearly lagging the

rapid expansion of banking activities and the swiftly changing financial environment,

13.  Third, traincrs’ traming is not well developed in spite of growing needs for trainers of the

next generation. Senior bankers’ (mostly recruited from state owned banks) who arc currently

conducting in-house training based on their long working cxperience in the bankimg sector

should be trained as the trainers.
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14, Fourth, many private banks have to explore a new paradigm by themselves (through
reorganizing their conventional banking know-how} because of inception of new financial
services and their transformation from regional to nationwide banks through branch network
expansion, Incidentally, training needs among privatc banks are increasingly diversificd—

according to their size, scope, or targcted customers.
1-5.  The present situation of human resource development in Myanmar
1-5-1.  The present situation of HRD in banks

5. The Study team conducted a sclective survey which covers 8 private banks. These banks
are further categorized as large, medium and small based on the number of bank employee.
Among 8 banks, which are under survey, there are two large banks that hold more than 1500
employees; four medium banks that maintain 500-1500 employces; and three small banks that
have less than 500 employees. Annex table 2 show banks under each category together with
total employees and number of employee according to their positions such as executive,
manager, branch manager and freshman. Presently, small banks maintain about 300 employees;
the medium banks keep 600 to 1500 employees; and the large banks hold about 2000 to 3500

employees.

16.  Present training courses conducting in in-house training center or training department by
banks are described in Annex table 3. In large banks, workshops or seminars for executive level
1s conducting by hiring cxtemal resource persons both from local and foreign countries.
Exccutive level courses arc focused on specific subjects or topics such as customer service,
credit analysis, financial management, and project management. Middle management level
courses comprise refresher course, advance course, training for 2™ in-charges and 3™ in-charges,
and specific subjects on human resource management, leadership skill and English language.
Operational level courses include basic banking course, departmental transfer, refresher
training, English course, bookkeeping and, accounting. Large banks are conducting 2 to 4 of the

above-mentioned courses for middle management and operational levels.

17. One of the medium size banks is also conducting seminars for the cxecutive level by
hinng both local and foreign trainers for customer service course. Cuslomer service course is
also provided for middle management and operational levels, In middlc management level,

generally, one of the following courses such as assistant manager course, general banking, ICT

2-6



and supervisory course is conducted. In operational level training, English, cash handling and

security training courses are provided in addition to basic banking course for new recruits.

18, Compared to other larger banks, small banks cannot conduct complex training for all
management and opcrational levels. Either basic banking course or refresher course is available
for middle management level course. Basic banking course is only one course conducting in

new recruits level.

19, The detail on the features of each layers training, the strong and weak points of training

and future needs for staff training are desertbed as follows.

Present situation of Banking HRD programme in Large Banks

20.  Currently, in-house training centers in large banks are operating with 10 to 17 permanent
staff. In large banks, training courses are compulsory for all staffers. Achievement test is made
for all courses. Qutstanding performance results in opportunities for promotion. Course quality
is evaluated by participants’ assessment. Training departments make overall planning
annually, however, long-term structured plan for training programme cannot be set up vet.
Currently, subjects concerned with domestic banking are covered but current issues on
international banking practice are still lacking in private sector banks in Myanmar. More
trainers need to link with OJT (on the job training) and teaching methodology should be
upgraded. Trainers’ training is required to update their knowledge and methodology. Weak
points of training courses include lack of books and teaching materials. Materials need to be
translated, rcsulting in extra time in preparing. Another problem is difficult to find part-time
professional trainers. In addition, a more structured organization and a wider curriculum on
banking are needed. One of big banks works in coordination with another traiing center,
namely Stamford City Business Institute, sharing the resources. Because of this arrangement,

they are able to operate both teaching centers at a minimum budget.

Present situation of Banking HRD programme in Medium Banks

21, Mecdium banks are operating their training programmes with 2 to 6 permancnt staffers.
In-housc training programmes are supplemented with departmental officials and external
resource persons, Trainees are selected bascd on their knowledge requircment.

Current training courses only adequate for local banking, therefore, international banking
knowledge is needed in medium size banks. In addition, medium banks are facing limitation on
budget allocation for training programme and as a consequence, bearing insufficient training

facilities,
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Present situation of Banking HRD programme in Small Banks

22, In small banks, achievement test is also compulsory to every subject/course and the test
scores has been linked with promotion opportunity. Overall plan for training programme is
usually made annually and detailed plan is made either monthly or semi-annually. Like other

banks, budget and facilities arc limited in small banks, and suffer from lack of facilitics.

Expected needs for staff training

23, Expected needs for banking courses are categorized into urgent needs and future needs.
These nceds are sub-categorized into courses on gencral management, banking operations,
general banking knowledge and general knowledge according to the category of large, medium
and small banks. Each level of training courscs such as executive level, middle management

level and operational level are further divided under each category of bank.

24, Annex Table 4 shows urgent training nceds of banks under survey. Subjects need differ
according to size of banks and the level of courscs. In large banks, urgent nceds vary according
to course levels. In medium banks, marketing strategy and ICT are common needs for executive
and middle management level. Customer scrvice is the main requircment for middle
management and operational level course. In casc of small banks, strategic management and
marketing are needed in exccutive and middle management level courses. A particular feature in
small bank is the need for English course in all level of training and computer literacy for

middle management and operational level trainings.

25, Future training needs also reflect wide variety of subjects according to level of courses as
shown in Annex Table 5. In large banks, projcct management, international banking and forex
business are required for executive and middle management level training. Of course, ICT is the
common needs for all three levels of training. In medium size banks, stratcgic management,
development of corporate culture, customer service and stock market are future needs for
executive and middle management level training. In this category, international banking and
ICT are common needs for all three levels. In small bank, assct and liability managemcnt, on-
line banking service and international finance are futurc needs for exccutive and middle
management level training. Courses on capital market is needed by executive and operational
level training and forex business and Money Laundering Law are common needs for all level of

courses.
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1-5-2. The present situation of HRD in Myanmar Bankers’ Association (MBA)

26.

Myanmar Banker's Association was established in April 1, 1999 in accordance with the

resolution of the Trade Policy Making Council mecting No. 4/99. All private sector banks arc

constituted as members in the Myanmar Bankers' Association. The objectives of the Myanmar

Banker's Association are:

a)

by

c}

d)

27,

a)

b)

g)

h)

i)

To assist the policy implementation for the promotion of the main economic
sectors - Agriculture, Industry and Trade,

To stabilize the value of Myanmar kyat both in domestic and abroad, in accordance with
the policy laid down, with the co-operation of the banks,

To uplift the co-operation among banks, to give help by one bank to another, and to
prdvide leadership for supporting the benefit of the banks; and

To cultivate banking habits among the general public.

The responsibilities of Myanmar Bankers' Association arc as follows -

In order to develop a modern and sound banking system in Myanmar, Myanmar
Bankers’ Association must work under the supervision of the Ministry of Finance and
Revenue and the Central Bank of Myanmar;

For the cconomic development of Myanmar, in accordance with the policy laid down,
MBA must takc the leadership role in getting cooperation among private banks in the
financial scctor;

[t must work as a main channel of comumunication between the Government
institutions and the private banking sector;

Under the supervision of the Central Bank of Myanmar, it must encourage
interrelationship among the banks of ASEAN member countries and between ASEAN
Bankers”™ Association and private banks;

[t must provide facts on banking business, advice and customer education to the
general public;

In order to widely spread the use of computers at banks, MBA must ncgotiate and set up
a common system of banking practices among banks, including practices on cheques, bank
drafts, bills, remittances and agreements between banks and their customers;

It must have a research and statistics department in order to make a continuous study
on local and external economy and financial matters;

It must establish a private banking school in order to provide banking training for the
development of banking skills and knowledge and upgrading banking service quality;

It must prudently keep the information on intcrnal remittances and bank loans and
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must issue banking bulleting systematically;
1 It must carry out the other duties as assigned by the Ministry of Finance and Revenuc
and the Central Bank of Myanmar.
28.  The Chairman of thc Myanmar Bankers' Association is the Governor of the Central Bank
of the Union of Myanmar. A Vice Chairman and a Joint Secretary are chosen and appointed, by
the Ministry of Finance and Revenue, among the Managing Directors of the State-owned Banks.
The rest Executive members arc clected from private banks and they all have the right to give
decision on behalf of the bank represented. The elected Executives members are to be served for

two years from the date of election.

29.  One of the responsibilities of Myanmar Bankers® Association is to establish a privatc
banking school in order to provide banking training for the development of banking skills and
knowledge and upgrading banking scrvice quality. In this regards, under the supervision of
Banking Training School sub committee, Myanmar Bankers' Association Basic Banking Course
No. (1/2002) has bcen inaugurated in August 16, 2002,

30.  The targeted participants for this Basic Banking Course are Supervisors or Assistant
Managers from all private banks. Course capacity is designed to maintain 4€ participants, 2 each
from 20 private banks. However, actual participants were 38. This Banking course was

conducting during August 16 to September 23, 2002, in 5 weeks time or about 125 hours.

31, The senior officials and lecturers, totally 19, from various organizations such as the
Central Bank of Myanmar, Government Banks and Private Banks, Office of Attorney General,
Office of Auditor General, Institute of Economics, Cooperative College, etc., were giving
lectures to this Basic Banking course. It was covered 17 subjects that are relevant to banking

organization.

Evaluation of MBA banking training course
32. This training course covers gencral knowledge and procedures of banking busincss.
However, subjects of the training course are more theoretical based and the course duration

seems to be absolutely short for the given contents.

33.  Concern with the coverage of knowledge, almost all of the subjects cover wider scope,
particularly, for domestic banking and legal framework. Subjects on banking operations seem
to be more relevant to the participants, particularly, bank marketing, deposit, domestic banking,

accounting, bank management, lending principle and practice.



34.  Regarding assessment on training program on the whole, it is evaluated that the quality of
training facilities, scope of training materials and course coverage are at the average level. MBA
should revise the course for basic, middle and higher level. Subjects and curricutum should be

clearly specified. For some specific subjects, foreign trainers are needed.

35, There is a little difference between MBA’s training and in-house training programme in
the sense that MBA’s training polishes basic banking skill. In-house training programmes are

just trying to give basic banking principles.

36.  The role of training programmes conducted by Myanmar Bankers’ Association is
becoming important besides in-house training programmes of individual banks. The expected
roles also include the trainers’ training for private banks and dissemination of best practices of
each banking business procedure. Inviting overseas trainers and specialists for training is one of
the important roles. The introduction of correspondence courses for freshman and clerks in rural
branches will be expected. Another expected role is preparing and maintaining overseas reading

matetials that meet Myanmar banking development for references.

37, Subjects offered in MBA’s Basic Banking Course are divided into the category related to
management, saving, transfer, loan and othcers. This table shows that there are 3 subjects
provided under general management category which include Bank Supervision, Bank Marketing
and Banking Management portion from Banking Management and International Commercial
Banking.



Subjects Analysis of
Myanmar Banker Association Basic Banking Course (1/2002)

Management Saving Transfer Loan Others
Bank Supervision Bank . and Forexgn Lend!ng Principle and Principle of Auditing
Deposit Banking Practice _
Banking Business Loan
Management and Bank and . L .
, . . Lending Auditing in Practice
Int’] Comnmercial Deposit
: Procedure
Banking
Theoretical Accounts
Accounting and
Practice
Role of CBM in
Banking Management | Myanmar's
Bank Marketing And Int’l Commercial | Banking System
Banking Legal Framework
Macro and Micro
Economic
Money and Banking

38.  Saving column indicates that there is no specific subjcet focuses on saving in this course,
just mention a portion of account opening procedure under Bank and Deposit subject. Regarding
money transfer, Foreign Remittance is provided in Foreign Banking subject and local remittance

is covered under Bank and Deposit subject, both are not covered very comprehensive.

39.  However, MBA's training course provided more details in Loan related subject comparc
to other subjects that include Lending Principle and Practice, Business Loan Lending Procedure,
International lending and credit analysis under Banking Management and International

Commercial Banking.

40. It is recognizable that there are several subjects provided under others category that cover
basic banking teols such as accounting, moncy and banking; auditing; and general knowledge
on Macro and Micro Economics, Legal Framework and Role of CBM.

1-6. Identification of Priority Areas for the Banking Sector HRD Programme

41.  We will use the following criteria to identify priority areas (those with significant gaps

betwecen training and demand) to be addressed by the HRD programme.



1y Urgency of banking sector policies
As we discussed earlier, we grouped training nceds into three major categories, by priority:
building a sounder financial system, improving financial service quality, and strengthening

international competitiveness of banking activities.

2) External impact of the training programme

Areas or subjects in which positive impact can be maximized through joint training of all
private banks will be prioritized above those in which the impact depends on the institution, For
instance, disscmination of best practices for enhancing financial discipline gives benefit even to

leading banks through raising public trust in banks as a whole.

3) Areas or subjects in which only overseas sources have the know-how

From the viewpoint of ODA provision, priority is given to know-how for which there is no
domestic source. With due comsideration to the level of urgency, we prioritized in five
classifications: strategy and management; risk management; international banking and financiat
market; credit analysis and projcet managemcent; and information and communications

technology (see 3-1-2).

4) Effectiveness and cfficiency of training implementation

Emphasis will be put on trainers’ training subjects rather than on basic subjects that can be
covered in a corresponding course in the future. Trainers can disseminate their knowledge to
their colleagues through in-housc training (or on-the-job training) in their respective banks.
Thus by linking trainers’ training with in-house training we can ¢xpect maximum impact at

HERIMuUIN Cost.

5) Possible immediate training effects

Subjects with possible immediate training cffcets will be prioritized. Immediate effects can be
materialized only when the leamed know-how can be utilized under existing conditions at the
institutions, facilitics and so lorth. For example, training on e-banking has less priority by this

criteria considering the carly stage of ICT development in the banking sector at the moment.

42, We will consider modalities of the training programme as well as priority areas and/or

subjccts that can be identified using the above mentioned criteria

2-13



2. Options for implementing banking trainings

43,  In order to implement such trainings, we will examine appropriate modalities. We

suggest three options to implement banking trainings.
2-1. Expected promgrammes by MBA

44.  As described before MBA started its first training course in this August. It is not trainers’
training course. However, the experience of this course management know-how will be useful to
start trainers’ training course in MBA. Trainers’ training in the banking sector contributes to
developing bank staff’s abilities in Myanmar. The dissemination effect is broad. From the
viewpoint of these it is suitable for MBA to implement trainers’ training course. The merit for
using MBA as a training vehicle 1s that it is easy for member banks to use training course and it

meets the purpose of MBA.

45.  Also new MBA building will be built in 2004 and it will be used not dnly as a training
centre but also as a banking library. Although this contributes to decreasing in the management
cost of training course, member banks and training participants will still have to pay additional
costs. When this course s supported by overseas technical assistance, MBA will be ablc to be
the window of ODA.

46.  Considering above clements, MBA seems to be suitable organization for introducing new

trainers’ training coursc.

2-2. Expected programmes by Myanmar-Japan Center for Human Resource
Development

47.  The Government of Myanmar and Japan have agreed to establish Myanmar-Japan Center
for Human Resource Development (hereinafler the Center) in Yangon for promoting
comprehensive human resource development support and exchanges. Their main activities are;
Conducting business courses, Japanese language course, and cultural and other exchanges.

After inception of the Center in 2003, actual implementation of various programmes

are expected with the involvement of short-term and long-term experts from Japan in prior to

the completion of new facilities of the Center in 2003,
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48.  Through this undertaking, overall adjustments on the support for HRD from Japan will
become easier and recommendations of the ongoing Myanmar —Japan Joint Study for Economic
Structural Adjustment will be reflected in the future programmes of Japan Center. Thus the
support of HRID for the banking sector will be a prommsing agenda of the business courses of the
Center with the support of Yangon Institute of Economics, considering the importance of the

banking sector in the Myanmar economy.

49,  Proposed syllabuses for the course 1n the Center are basically similar to the trainers’
training cowse by the Myanmar Banker’s Association mentionced above. However, targeted
audiences will be broader than that of MBA, and policy makers and scholars will be included in
addition to bankers’. Ad-hoc seminars by inviting Japanese and other foreign experts can be
more flexibly organized for specific issues of emergency because of the cross-cutting nature of

the Center.

2-3. Expected programmes by an independent training school

50.  Establishing an independent training school is another option. We have visited banking
school named Institut Bank — Bank Malaysia (IBBM) in Kuala Lumpur. In the following, we
will introduce IBBM because we believe that TBBM can he a good future model for training

programme and Myanmar can learn many important issucs from them.

2-3-1.  The outline of Institut Bank — Bank Malaysia

About Institut Bank — Bank Malaysia

51, IBBM is a NPO that was ¢stablished by banks in Malaysia for concentrating on banking
training in 1977. IBBM is governed by a Council, which consists of representatives from
Central Bank, the Association of Banks in Malaysia, Association of Finance Companies of
Malaysia, Association of Merchant Banks in Malaysia, and members elected at the Annual
General Meccting, Governor of Central Bank serves a chairman of the council of 1BBM.
Currently, IBBM has 86 instilutional members and about 7,000 individual members. IBBM
offers 400-500 training courses a year. Last year, IBBM trained 14,500 people.

52, In 1985, Central Bank ¢stablished a “Staff Training Fund (STF)” to subsidize IBBM. The
money for the fund came from member banks (IBBM call them “STF members.” IBBM has 65
STF members.). For example, when Bank A sent its employees to IBBM and Bank B didn’t
scnd any person to IBBM, Bank B had to pay the same amount of salary for Bank A’s
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employees to STF.

53.  IBBM has two major revenue sources: training course tuition fees and subsidy from STF.
IBBM charges market price for training course tuition fees for non-STF members and charges
discount price for STF members (about 50-60% of the non-STF price) because IBBM receives
subsidy from STF. IBBM also charges annual membership fees, In 2001, IBBM had RM 3.6
million in revenue and RM 0.1 nullion in net surplus. Costs for developing textbooks are also
covered by STF. IBBM's fixed assets were financed by zero coupon bond (RM 11.0 million,
issued in 1992, 30-year maturity).

2000 2001
Revenue RM 4,331,000 RM 3,643,708
Net Surplus RM 109,443 RM 128,668
Net Assets RM 9979035 RM 10,107,703

54.  IBBM has 50 full time staft members (47 staffs at head office and 3 staffers at branches).
IBBM do not have tull time instructors because they believe that it is difficult to update their
knowledge without experiencing actual banking operations. Maost of the instructors are bankers’
and ex-bankers’. Some instructors are from foreign countries such as US, Singapore, Australia,
and Burope. IBBM has been creating a wide network for instructors and they believe that this
becomes a strong advantage for IBBM. IBBM does not have many instructors from university
professors because IBBM believes that they usually are too theoretical and know little about

actual banking practices. Finding and maintaining good trainers are the major challenges for
IBBM.

Major Activities
55.  IBBM has been engaging in three major activities: Continuing Professional Development

{CPD) Programmes, Qualifications, and Information Centre.

CPD Programmes
56,  CPD Programmes include the following courses:
- Audit and Control
- Banking Laws
- Credit
- Front-Line Operations
~  Human Resource Management

-~ Information Technology

2-16



57.
targeted audience and objectives of each course. Although most of the courses are offered at the
IBBM’s head office building, some courses are offered at hotels in Kuala Lumpur or other
places outside Kuala Lumpur. The length of the courses ranges from 1 hour to 2 weeks, Credit

analysis, risk management, marketing, and selling are the four major areas that nceds are high in

International Trade Finance

Investment & Capital Markets

Marketing
Risk Management
Treasury

In each topic, IBBM offers 3-4 different level courses. IBBM clearly identifies the

Malaysia. Every year, IBBM revises its curriculum.

58.

house training are increasing. Sometimes non-bank companies participate IBBM’s courses for

IBBM can customize its courses for specific bank’s needs. Demands for custonmzed in-

treasury.

Number of Number of Number of

Programs Training Days | Participants
2000 | 20011 2000| 2001 2000 2001
IBBM Head Office 138 121 419 337 3,750 3,510
IBBM Branches 74 63 161 109 1,860 1,862
In-house Training 186 392 510 1,125 4151 9143
Total 398 576 | 1,090 | 1,571 9,761 | 14,515

Qualifications

59.

IBBM is organizing the following banking qualifications:

General Banking Qualifications

Banking and Financial Services Certificate (BFSC)

Certificate in Offshore Financial Services and Administration (COFSA)
Diploma in Banking and Financial Services (DBFS)

Specialist Banking Qualifications
Certified Credit Professional (CCP)
Certificate in Internal Auditing for Financial Institutions (CIAFIN)

Pasaran Kewangan Malaysia Certificate (PKMC)
Certified Documentary Credit Specialist (CDCS)
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60.  These qualifications are authorized by Central Bank. In addition, IBBM recently started
Certified Risk Professional (CRP) Certification that is offered by BAI Center in the U.S. IBBM
also offers study support programmes for preparing the examinations for these qualifications.
This year, IBBM newly introduced ‘E-tutorial Programme’, a distancc-learning programme

using Internet.

Information Center

61.  IBBM has a library that has a collection of more than 10,000 titles in the Head Office. In
addition to the banking and finance related titles, the collection also includes economics,
management and mformation technology titles. IBBM publishes ‘Banker’s Journal Malaysia’

quartcrly, and a bi-monthly newsletter named ‘@IBBM’.

2-3-2. Lessons to be learned from IBBM

62.  From the case of IBBM, we can see that the following aspects are important for
successtul operation of a banking training school.

- Strong central bank leadership for establishing and operating the institution

- Strong financial support from member banks

- Considerable amount of subsidy out of the staff training fund

- Clear targeting of trainees

- Wide global network of trainers

We belicve that IBBM will support Myammar’s training programme by generously sharing its
knowledge.

2-4. Advantages and disadvantages of new trainers’ training courses

63. Both advantages and disadvantages for three options mentioned above will be
described. .

{Cost)

64.  Twplementing cost for new trainers’ training will be high because this course needs new
maicrials and some foreigner experts who have advanced knowledge and training technique.
Especially if the new training course is started at an independent training school, it will have to
cover the cost of not only the experts’ fees but also total management cost including facilities.
The training course by MBA will be expected to be supported by member banks, Myanmar-
Japan Centre programmme will be least costly by using ODA.
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{Facilities)
65. MBA and Myanmar-Japan Centre will build new buildings respectively. They will be

able to provide training facilities easier than an independent training school.

(Management ability: Efficiency)
66.  MBA has experience of training management and has broad network related to the

banking sector. They will be helpful for starting trainers’ training course. MBA has the ability of

training management.

67.  Regarding Myanmar-Japan Centre, although its management ability hasn’t be estimated
yet, it may have some difficultics in the first year because it won’t have the gxperience in

Myanmar. And Myanmar-Japan Centre won’t provide only banking training programme.

68.  The merit of an independent training school is freer management than other organs. The

training programme will be arranged depending on the focused objectives,

(Effectiveness)

69.  MBA’s dissemination effect of training is broad. The banking scctor network has alrcady
been established and it is casy for MBA to coopcrate with each member bank. The effect will be
spread for not only banking staffs in Yangon but also staffs in rural branches through in-house

training in each bank. Other organs’ effectiveness seems to be limited compared to MBA.

Merits and Demerits of New Trainers” Training Course by Organization

MBA Myanmar-Japan Centre Independent training
school
Merits -MBA can become the -Low cost (managed by | -Freely management
window of ODA Japanese government) -Focus on  banking
-New building -New building lraining
-Dissemination  effect is | -Easy  management for
broad Myanmar side
-Focus on banking training
Demerits | -Freedom of management is | -The number of subjects will | -High cost
limited be a fow -No building, no spacc
-Relatively low cost but | -Dissemination  effect s | -Disscmination effect is
banks pay additional costs limited lIimited
-Not concentrated to banking | -Not to be the window of
training ODA
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3. Framework for developing training programme

3-1. Recommended methods and subjects

3-1-1. Recommended methods

70. When we consider the target trainees for the training programme, we can divide them
into three groups: officers and beginners, supervisors and managers, and top management, We
recommend that three types of training courses should be designed according to cach level of
trainees. We understand that each group has different needs and therefore methods and trainers
of each type should be different. In the following, we are going to discuss the courses one by

one.

Training courses for officers and beginners (Type A courses)

71. Training courses for officers and beginners (new employees) have been done as in-house
training in cach bank. We call this type of courses “Type A courses.” This type of courses mainly
offers basic knowledge and skills such as accounting, cash handling, and banking operation
procedures. General lectures and casc studies should be the key methods. English courses and

PC courses should also be provided by cach bank, MBA, or individual cducational institations.

72. We belicve that some of the courses can be standardized and sharcd among all the banks.
Recently, MBA introduced training course of this type and we understand this is a good start to
improve the level of training although there seems to have some rooms for further improvement.
One suggestion for the course is to shortening the curriculum to four wecks because materials of

the current course appear to be too much for the target trainees.

73. In the future, correspondence courses can be introduced for this type of training. Japan
Bankers’ Association has been organizing correspondence courses for beginners since 1969 and

Myanmar will be able to leam from their expericnce,

Training courses for supervisors and managers (Type B courses)

74. In Myanmar, training courses for supervisors and managers doesn’t scem to be sufficient.
We call this type of courses ‘“Type B courses.” This type of courses mainly offers higher-level
knowledge and skills such as risk management, ICT, credit analysis, and general management

skills. In addition, trainers’ training should one important aspect. Trainces are expected to
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disscminate in their organizations what they learned in the courses. Duration of this type of

courses should be around two wecks.

75.  Current major problem for this type of courses is that not many trainers in Myanmar are
able to teach these subjects. For the most courscs, experts from overseas who have actual
experiences are needed. We will discuss the possibility of overseas assistance for bringing

trainers in the later chapter.  In the following, we will mainly discuss this type of courses.

Training courses for top management (Type C courses)

76.  Training courses for top management arc also lacking in Myanmar. We call this type of
courses ‘Type C courses.” This type of courses mainly offers advanced and latest issues for top
management such as corporatc stralegy, marketing, international financial markets, and
advanced risk management. Because of potential time constraint of trainees, duration of this
type of the courses should be short. Offering one- or two-day seminars or one-week overseas

study trip programme in specific subjects would be practical.

Targeted trainees and modalities

Course | Targeted trainees Mcthods Duration '
Type
A ' New employees & Gencral lectures and case study | Four weeks per |
| | officers __ {correspondence course) COUrse |
B Supervisors & Classtficd by special arcas Two weeks per area |
| managers (Trainers) lectured by overseas experts
C Top management Workshops or seminars on One day or two days
specific subjects One week
Overseas study trip programme

3-1-2. Recommended subjects

77.  As we have discussed in the banking sector study, there are many issucs to be solved or
improved in the banking sector in Myammar. Human resource development is one of the key
possible solutions for those problems. From the study, we have identified somc important arcas
that are crucial for modernizing banking operations and therefore should be focused on the
training for bankers’. We recommend the following five major areas to be included in the
training programme:

- Strategy and management

- Risk management

- Intcrnational banking and international financial market

- Credit analysis and project evaluation



- ICT

Strategy and Management

78.  We have found that there is an urgent need for training for executives and managers. As
we have found in the banking sector study, each bank must establish clcar corporate strategies,
strengthen marketing functions, and improve customer satisfactions. Therefore, we recommend
introducing courses that focus on strategy and marketing. In addition, we recommend
mtroducing training courses for managers to enhance their management skills because we have

found that the managers’ training opportunitics have not been enough in Myanmar.

Risk Management

79. Ruisk management has become one of the most important issues in the banking sector in
developed countries during the last decade. Its importance has also confirmed in ASEAN
couniries after financial crisis in 1997, Due to the innovations of ICT and the improvement of
risk- measurement technologies, tools and techniques for risk management have been developed
rapidly. For the banking sector, risks can be categorized in four types: financial risks,
operational risks, business risks, and external event risks. We recommend introducing courscs

that mainly focus on financial tisks and operational risks.

Type of Risks
Financial Risks credit risk, liquidity risk, interest rate risk, market risk,

foreign exchange risk, balance sheet risk

Operational Risks | business strategy risk, internal system risk, technology risk, mistake,

fraud
Business Risks legal risk, financial infrastructure risk, country risk, systemic risk
Event Risks political risk, financial crisis risk, natural disaster risk, other external
risks

International Banking and International Financial Market

80.  Currently, international banking is not allowed for private banks. However, we have
recommended in the banking sector study that international banking operations should be
allowed for private banks in the future. Therefore, we recommend introducing courses for
international banking (international trade, foreign exchange, etc.) and international financial
market in order to be ready to start international function. In addition, we belicve that having a
good knowledge of international finance market (New York, London, Tokyo, cte.), global
financial players, and financial products (derivatives, stocks, bonds, etc) is critical to deal with

forcign financial institutions in the future.
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Credit Analysis and Project Evaluation

81.  As we have mentioned in the banking sector study, enhancing a capacity of credit
analysis and project evaluation is important in building a sounder financial system and
enhancing the intermediary function. Privatc banks should make their loan decision from the
careful credit analysis, not from personal connection and mere collateral evaluation. In the long-
term, this capacity will determine the level of NPLs and overall profitability of each bank.
Bankers’ need to understand and use methodologies for evaluating, monitoring, and managing

credit risks of the loan portfolio.

ICT

82,  ICT is one of the key drivers for modemizing banking operations. By wtilizing ICT
effectively, banks will be able to improve their service quality, introduce new type of scrvices,
and improve efficicncy and productivity of their services. We recommend intreducing courscs
for bankers’ to understand recent technology innovations and applications of ICT for their

businesses.

Recommended courses and time schedule

Type A Courses
83, General banking cowrse organized by MBA should continue. Curriculum and mcthods
should be reviewed according to the needs and feedback. We recommend mtroducing

correspondence courses that complement those courses in 2006,

Type B Courses

84,  We recommend launching six “urgent’ courses in 2003. For the next year, additional five
furgent’ courses should be started. In addition, we recommend introducing first five ‘future’
courses in 2005 and last five “future’ courses in 2006. Finally, total 21 courses (eleven ‘urgent’
courses and ten ‘futurc’ courses) will be lined up and continue. Each course should be offered

twice a year except 2003 (because time for preparation will be needed in 2003).

Tyvpe C Courses

85.  Courses for top management should be introduced in 2004. One- or two-day ad-hoc
seminars in specific fields will be typical. Trainers of type B courses will be lecturers of these

COUrses.

86.  The following table shows the time schedule and recommended courses,
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Time schedule of the training courses

Course 2003 2004 2005 2006 2007
Type
A MBA general — — — —
course
continues Correspondence —
course starts
B Six urgent Six urgent Eleven urgent | Eleven urgent Total twenty-
courses start COUTSES continue | Courses courses and five | one courses
and five continuc and future courses continue
additional five future continue, and five
urgent courses courses start additional future
start courses start
C Courses start — — —
(Ad hoc
SEminars)
Recommended Training Courses
Subjects Courses Urgent Objcctives Related fields to
or Future be improved
Strategy and Banking marketing and Urgent Enhancing public | Management
Management customer satisfaction confidence Improvement
Branch management Urgent )
Fund transfer Urgent | Strengthening
Developing supcrvisory Urgent | competiliveness
skills
Accounting, auditing, and | Urgent
performance evaluation
Risk Compliance Urgent Building a Establishing
Management [ Operational risk Future sounder financial | sound banking
management syslem and
Asset and liability Future management
management {ALM) mprovement
Liquidity management Future
International International regulations Urgent Understanding Establishing
Banking and and money laundering law global rules sound banking
Intemnational _ _ and enhancing
Financial International trade finance | Future Preparing for banking operation
Market Foreign currency exchange | Future international
banking business
Derivatives Future
International financial Future
market
Credit Analysis | Methodologics of Urgent Building sounder | Building a
and Project corporate analysis financial sounder banking
Evaluation Evaluation of SME Urgent | intermediary system and
business plan function improving
Credit monitoring Urgent banking operation
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ICT

L

: system

ICT and management Urgent
Advanced ICT in banking | Future
business

Security in Information Future
system

Database management Future

Establishing
effective and
cflicient banking
operation

Improving
financial scrvice
quality and
banking operation

87

discussed in chapter 1.

Meeting Criteria

The following table evaluatcs how each course meet with prioritization criteria that are

Subjects Courses Urgent Criteria
or |
Future 1 2 3 4 5
Strategy and Banking marketing and Urgent A B A A A
Management customer satisfaction
Branch management Urgent A B B A A
Fund transfer Urgent A A A A A
Developing supervisory skills Urgent A B B A A
Accounting, auditing, and Urgent A A A A B
performance cvaluation
Risk Compliance Urgent A A B B A
Management Operational risk management Future B B A A C
Asgset and liability management | Future B B A A C
{ALM)
Liquidity management Future B B A A c
International Internutional regulations and Urgent A A A B B
Banking and money laundering law
International International trade finance Future B A A B C
Financial Market ["goeion currency exchange Future B A A B C
Derivatives Future B A A B C
International financial market Future B A A B C
Credit Analysis | Methodologies of corporate Urgent A A A B A
and Project analysis
Evaluation Evaluation of SME business Urgent A A A B A
plan
Credit monitoring Urgent A A A B B
ICT [CT and management Urgent A A A B B
Advanced ICT in banking Future Ji] A A B C
business
Security in Information system | Future B A A B C
Databasc management system Future B A A B C

Criteria 1: Urgency of banking sector policics

Criteria 2: Externality of fraining programme impact

Criteria 3: Areas or subjects in which no domestic know-how exist but depending on overseas

Criteria 4: Effectiveness and efficiency of training implementation
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Criteria 5: Possible immediate training effects
A: Meets the criteria
B: Neutral

C; Does not meet the criferia

3-2. Recommended training courses in the short term

88.  In the short-term (in 2003-2004), we recommend launching ten courses that correspond
to urgent needs that we have observed. Brief descriptions of recommended courses are listed

bellow,

Strategy and Management

89.  In the arca of Strategy and Management, we recommend to include the following four
Courses:

- Banking Marketing and Customer Satisfaction

- Branch Management

- Fund Transfer

- Developing Supervisory Skills

- Accounting, Auditing, and Performance Evaluation

90.  Course Title: Banking Marketing and Customer Satisfaction

Target Trainees: Executives and Managers who arc in charge of strategy and marketing.

Course Outhine and Objectives: In this coursc, trainces will learm how to form an effective
marketing strategy, how to establish compcetitive advantage, how to identify potential market
and introduce new products or services to fulfill that need, and how to enhance customer

satisfaction.

91.  Course Title: Branch Management

Target Trainees: Branch managers

Course Outline and Objectives: In this course, trainees will learn how to manage their branches
effectively, how to solve specific problems that branches may face, how to manage the

rclationship with customers, and how to manage the relationship with head office.

92.  Course Title: Fund Transfer
Target Trainees: Managers who are in charge of fund transfer operation

Course Outline and Objectives: In this course, trainees will learn how to build an efficient fund



transfer system and accurate operation procedures. This course will also touch many issues in

the area of international banking, risk management, and ICT.

93, Course Title: Developing Supervisory Skills

Target Trainees: Managers and supervisors

Coursc Qutline and Objectives: In this course, trainees will learn how to manage their division
or team effectively, how to solve specific problems that managers or supervisors may face, how
to improve leadership and communication skills, and how to manage, cvaluate and motivate

their subordinates.

94.  Course Title: Accounting, Auditing, and Performance Evaluation

Target Trainees: Internal auditors, executives, and senior managers

Course Outline and Objectives: In this course, trainees will learn how to establish an effective
performance evaluation system, how to improve the internal audit system using new techniques

and technologies, and how to improve capacity for enhancing the mternal management system.

Risk Management
95.  In the area of Risk Management, we recommend to include a compliance course to

manage legal risks.

96.  Coursc Title: Compliance
Target Trainees: Managers, branch mangers, and legal officers
Course Outline and Objectives: In this course, trainees will learn about legal risks, financial

laws and rules, penalties for violating them, and importance of compliance.

International Banking and International Financial Market
97.  In the area of International Banking, we recommend to include a course for international

regulations and money laundering.

98.  Course Title: International Regulations and Money Laundering Law

Target Trainecs: Managers, branch mangers, and legal officers

Course Qutline and Objectives: In this course, frainces will leamn intemational regulations
regarding financial operations (BIS regulation ctc.), responsibilities of their employees to
comply with money laundering law, and laws and practices of overseas to prevent money

laundering.
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Credit Analysis and Project Evaluation

99, In the area of Credit Analysis and Project Evaluation, we recommend to include the
following three courses:

- Methodologics of corporate analysis

- Evaluation of SME Business Plan

- Credit Monitoring

100.  Course Title: Methodologies of Corporate Analysis

Target Trainees: Managers, branch mangers, and officers who are responsible for credit analysis
and lending.

Course Outline and Objectives: In this course, trainees will learn different approaches and
methodologies for evaluating credit risks of the loan projects, how to determine a corporate
borrower’s creditworthiness and solvency, and how to identify and mutigate risks to prevent

potential loan losses.

101, Course Title: Evaluation of SME Business Plan _

Target Trainees: Managers, branch mangers, and officers who are responsible for credit analysis
and lending. (Entrepreneurs in SME.)

Course Outline and Objectives: In this course, trainees will learn about charactenistics of SMEs,

how to evaluate business plans of SMEs, and how to help creating sound business plans.

102, Course Title: Credit Monitoring

Target Trainees: Managers, branch mangers, and officers who are responsible for managing loan
portfolio.

Course Outline and Objectives: In this course, trainces will learn how to manage and monitor
their loan portfolios, how to recognize and respond to warning signals of credit quality, how to

maintain communication with borrowers.

ICT
103.  In the area of ICT, we recommend to include a course that focus on the relationship

between ICT and management,

104.  Course Titlc: ICT and Management
Target Trainees: Executives and Managers who are in charge of ICT.
Course Qutlinc and Objectives: In this course, trainees will learn how to utilize ICT for

modemizing banking operations, introducing new services, and improving internal risk
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management systems. The course will also introduce best practices of overseas regarding

electronic banking.

3-3. Recommended training courses in the long term

105, In the long-term (in 2005-2006), we recommend launching additional ten courses that

correspond 1o future needs. Brief descriptions of recommended courses are listed bellow.

Risk Management

106.  In the arca of Risk Management, we recommend to includc the following three courses:
- Asset and Liability Management

- Operational Risk Management

- Ligquidity Management

107.  Course Title: Asset and Liability (ALM) Management

Target Trainees: Executives, heads of departments, managers who are responsible for finance
and risk management

Course Qutline and Objectives: In this course, trainees will learn how to measure, monitor and
control the balance sheet risks, techniques of ALM (financial risk evaluation, value at risk,

stmulation, etc.), and how to cstablish ALM strategy.

108.  Course Titte: Operational Risk Management

Target Trainces: Executives, heads of departments, managers who are responsible for operations
and risk management

Course Outline and Objectives: In this course, trainees will learn how to measure, monitor and
control operational risks, how to improve the internal policies and control system to mitigate

operational risks, and how to establish opcrational risk management strategy.

109.  Course Title: Liquidity Management

Target Trainees: Managers who arc responsible for financial management

Course Outline and Objectives: In this course, trainees will learn how to measurc, monitor and
control liquidity positions, how to manage the cash-flow mismatch between funding and lending

and, how to establish contingency plans.

International Banking and International Financial Market

110.  In the arca of International Banking and International Financial Market, we recommend



to include the following four courses:
- Intermational Trade Finance

- Foreign Currency Exchange

- Derivatives

- International Financial Market

111, Course Title: International Trade Finance

Target Trainees: Managcers and officers who will be responsible for tradc finance

Course Outlinc and Objectives: In this course, trainces will learn about trade documents,
documentary credits, letters of credit, and risks in trade finance transactions. The course will

mainly focus on overseas practices and procedures.

112.  Course Title: Foreign Currency Exchange

Target Trainees: Managers and officers who will be responsible for foreign exchange

Course Qutline and Objectives: In this course, trainees will learn about forcign cxchange
transactions, international practices, and how to measure and manage foreign currency exchange

risks.

113, Course Title: Derivatives

Target Trainees: Managers who will be responsible for international banking

Course Qutline and Objectives: In this course, trainees will learn about basic knowledge about
derivatives such as swaps, options, and forwards that are expected to be available in foreign

markets.

114, Course Title: International Financial Market

Target Trainees: Executives and managers who will be responsible for international banking
Coursc Outline and Objectives: In this course, trainees will learn about international financial
markets (New York, London, Tokyo, etc.), global financial players, and financial products such

as derivatives, stocks, and bonds.

ICT

115, Inthe area of ICT, we recommend to include the following three courses:
- Advanced ICT in Banking Business

- Securitly in the Information System

- Database Management System
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116, Course Title: Advanced ICT in Banking Business

Target Trainees: Executives and managers who will be responsible for ICT

Course Outline and Objectives: In this course, trainees will learn about advanced ICT banking
business such as Internet banking, cellular phone banking, and global fund transfer system
network. The course will focus on introducing best practices of overseas including Singapore,

Japan, and the U.S.

117.  Course Title; Security in the Information System

Target Trainees: Executives and managers who will be responsible for ICT

Course Outhine and Objectives: In this course, trainees will learn about technology of security in
information systems that has been becoming critical issues in developed countries. The course

will focus on introducing best practices of overseas inchuding Singapore, Japan, and the U.S.

118.  Course Title: Database Management System

Target Trainees: Executives and managers who will be responsible for ICT

Course Outline and Objectives: In this coursc, trainees will learn about database technologies
and applications of database technology in banking business {customer database, loan portfolio
database, transaction database, credit information databasc, ctc.). The course will focus on

introducing best practices of overscas including Singapore, Japan, and the U.S,

3-4. Problems to be solved to implement recommended courses

Trainers fees

119, Since all trainers should come from overseas (mostly from Japan), the trainers fees may
become expensive. In our experience, the standard monthly salary for a Japanese trainer ranges
from $6,000 to $10,000. In addition, their travel and hotel fees will have to be covered. In a later

chapter, we will discuss how we can reduce those costs.

Selecting suitable trainers

120.  Another big issue is to find suitable trainers. Selecting trainers with appropriate
backgrounds, real-life experiences, strong passion to teach, and high motivation to assist
Myanmar’s banking sector is crucial for success. If the situation permits, we might be able to

assist in Ninding people with those characteristics in Japan and other countries.

Textbooks and materials

121. We should also consider cost for textbooks and materials. Although many Myanmar
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people have good English skills, it will be more effective to use Myanmar language matcrials,
Also, we understand that many Japanese materials are useful and it will be worthwhile to
translate them into the Myanmar language. Myanmar should seek overseas assistance in

acquiring, translating, and developing those materials,

Linkage with government organizations

122 We believe that strengthening linkages between the training programme and
government organizations such as the Central Bank of Myanmar and the Attorney General is
quite important. As we have stressed previously, the human resource development programme
should be integrated with policy measures for improving banking business. We recommend that
government be involved in this training programme in order to enhance communication between

the two.

Trainers’ training and OJT

123, The training programme we arc recomumending focuses on trainers’ training. The
programme mainly targets the manager level, We expect the trainees to disseminate what they
learn to their subordinates after they finish the programme. Also, enhancing the on-the-job

training is a key to enhancing the dissemination of knowledge, know-how, and best practices.

4. Financial sustainability of the training programme

4-1. Necessity of financial sustainability of the training programme

124, As wc have seen in the IBBM case, securing financial sustainability is crucial to
operating the training programme successfully in the long-term. In this chapter, we will discuss
how to crate and maintain financial sustainability for the training programme. We will
especially focus on the cost estimation of the recommended programme and how to reduce each

cost in order to enhance financial sustainability.

4-2. 'Trial cost estimation of the training programme

125, We have conducted a trial cost estimation on the training programme for the next five
years. The purpose of the estimation is to understand the expected cost structure and find ways
for reducing each cost, by utilizing ODA for example. The figures may change slightly if we
change some key assumptions, but the estimations will provide a clear picture of approximatc

cost and the approximate amount of overseas assistance needed.
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Assumptions of cost estimation

126.  The following table shows the assumptions we have madc to calculate the cost
estimation of the training programme. Since it is almost impossible to estimate future inflation
rates, we calculated the estimated cost in reai terms. We excluded office and facility expenses
because we assumed that either the Japan Center or the Myanmar Bankers® Association would

allow the use of their building and facilities.

Assumptions:

Number of courses in the programme | 6 courses in 2003

each vear 11 courses in 2004

16 courses in 2005

21 courses in both 2006 and 2007
(scc chapter 3)

Programme frequency Twice a year except 2003
Duration of the course | 0.5 months per course
Monthly salary of overscas tramers 10,000,000 kyats per month
(direct expence) (from intervicws)

Actual number of oversecas trainers 5 trainers in 2003

8 trainers in 2004

1 traingr in 2005

15 trainers in 2006 and 2007

(somc Irainers teach 2 or 3 courses)

Travel expense of overseas trainers 4,000,000 kyats per trainer
| (assume round trip from Japan)
Hotcl expense of overseas trainers 3,600,000 kyats per month per trainer
Size of administrative staff 2 persons in 2003
3 persons in 2004

4 persons in 2005
5 persons in 2006 and 2007
Monthly salary of administrative staff | 500,000 kyats per month per person

members (from interviews)

Administrative ¢xpenses 1.0 * salaries of administrative staff persons
{almost the same rate as IBBM)

Iflation All numbers are in real terms
(docs not estimate future inflation)

Other assumptions Costs for developing textbooks and materials are

cxcluded in the cost estimation,

(assumc those costs are charged in tuition fees)
The programme doces not borrow any moncy.
{assumc no interest payment)




The result of cost estimation
127.  The following table shows the result of our cost estimation. The total annual cost (in
rcal terms) is cstimated to be 76 million kyats in 2003, 183 million kyats in 2004, 261 million

kyats 1n 2005, 335 million kyats in 2000, and 333 million kyats in 2007,

Cost Estimation (Kyats})
2003 2004 2003 2006 2007
Salary of Overscas Traingrs 30,000,000 | 110,000,000 | 160,000,000 | 210,000,000 | 216,004,000
Travel & Hotel Expenses 22,160,060 | 36,950,000 1 52,800,600 [ 65,040,000 | 65,040,000
Salary of Adminisirative Staff Persons 12,000,000 | 18,600,000 | 24,000,000 | 30,000,000 | 30,000,000
Administrative Expense 12,006,000 | 18,600,000 | 24,000,000 [ 30,000,000 | 30,000,000
Total Annual Cost 76,160,000 | 182,950,000 | 260,800,000 [ 335,040,000 | 335,040,000
Assumptions (Kyats)
2003 2004 20058 2006 2007
Number of Courses in the Frogramme & 1] 16 21 21
Programme Frequency 1 2 2 2 2
Tolal Number of Courses per Year 6 22 32 42 42
Duration per Course (months) 0.3 0.3 0.5 0.5 0.5
Trainer Man-Months per Year 3 11 i6 21 21
Monthly Salary of Overseas Trainers 10,000,000 [ 10,000,000 | 10000000 [ 10,000,600 | 10,000,000
Actual Number of Overseas Trainers 5 8 12 13 15
Avcrage Daration of Stay per Trainer (months) 0.6 1.4 1.3 1.4 1.4
Travel Expense per Trainer (round trip) 4,660,000 4,000,000 4,000,000 4,000,600 4,000,000
ilotel Expense per Month per Trainer 3,600,000 3,600,000 3,600,060 3,600,000 3,600:,000
Number of Administrative Staff Persans 2 3 4 5 5
Monthly Salary of Administrative Staff Persons 500,600 300,000 300,660 500,000 50,000
Administarive Expense / Administrative Salary 1.0 1.0 1.0 1.0 1.0

4-3.

programme

Alternatives for enhancing financial sustainability of the training

Utilizing Japanese QDA assistance
128,

ODA assistance. The Study team is expecting that Japanese ODA programme could dispatch

Omnc possible solution to reduce total cost of training programme is utilizing Japancse

Japanese experts and provide facility such as computers and projectors. We will further discuss

this issue in the later chapter.

Inviting trainers from other ASEAN countries
129, Another possiblc solution to reduce total cost 1s inviting trainers from other ASEAN
countries, There are many banking training institutions in ASEAN and other Asian-pacific
countirics, Trammers from those countries probably charge lower salary fees and travel expenses

than Japanese trainers. The following table shows member institutions of Asian-Pacific
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Association of Banking Institutes (APABI) and ASEAN Bankers’ Association. They are

possible sources for trainers.

Members of APABI
Australia Australian Institute of Banking and Finance, Inc
Canada The Institute of Canadian Bankers’
China The People’s Bank of China
Hong Kong Hong Kong Institute of Bankers’
India Indian Institute of Bankers’
National Institute of Bank Management
Indonesia The Indonesian Bankers’ Institute
Japan Japancsc Bankers® Association
Federation of Bankers® Association of Japan
Korca Korea Banking Institute
Macau Monetary and Foreign Exchange Authority of Macau
Malaysia Institut Bank-Bank Malaysia
Mongolia The Bank of Mongolia
Pakistan The Institute of Banker in Pakistan
Papua New Guinea Papua New Guinea Institute of Bankers’
Philippines Ateneo-BAP Instituite of Banking
Bank Administration Institute
Taiwan Taiwan Academy of Banking and Finance
Singapore The Institutc of Banking and Finance-Sinagapore
Sti Lanka Institute of Bankers’ of Sri-Lanka
| Thailand The Thai Institute of Banking and Finance Assotiation
| Vietnam National Banking Institite of Vietnam

ASEAN Bankers® Association

| Establishment

1976

Office of Secretary
General

Singapore

Objectives

- To accelerate economic growth of the ASEAN countries through
collaboration among its member banks

- To promote the development of the banking and financial system
and profession in the ASEAN countnes

- To foster friendship and co-operation among bankers’ in the ASEAN
countries

- To activate collaboration of its institutions and provide assistance to
one another when necessary

- To identify growth opportunities for ASEAN banks and to promote
their common interests

Members

The Brunei Association of Banks

Federation of Indonesian Association of Banks
Myanmar Bankers’ Association

The Association of Banks in Sinagapore
Vietnam Bankcrs' Association

The Association of Banks in Cambaodia

The Association of Banks in Cambodia
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The Association of Banks in Malaysia
Bankers’ Association of the Philippines
The Thai Bankers® Association

Establishing a training fund

130.  Like the IBBM case, establishing a training fund is another good idea for enhancing the
financial sustainability of the training programme. In that case, banks should contribute a
considerable amount of money for the fund. However, since the training programme will benefit
the entire banking sector in Myanmar in the long term, we believe this investment will pay off

eventually.

Charging relevant tuition fees

131. Not all costs can be covered by ODA and other sources of subsidy. We have to consider
charging relevant tuition fees to the trainces. This is also important to avoid moral hazard and
free-riding problems. However, if the tuition fees are too expensive, it will significantly
discourage participation. Setting appropriately sized tuition fees is a key for enhancing financial

sustainability of the training programme,

5. The Present Sitnation of ODA and Expected Technical Assistance for HRD of
the Baking Sector

5-1. The Present situation of ODA

132, Assistance in human resource dcvclopment of the banking sector of Myanmar is
conducted mainly through ODA, Attaining such assistance from overseas private financial
institutions is difficult, as foreign banks are facing restrictions in activities such as establishing
Joint-venture companies or opening new branches. The International Bureau of the Ministry of
Finance and Revenue is in charge of the ODA received for financial institutions. In 2002 (as of
November 2002), 102 programmes (2,822 days in total) have been conducted, cither
domestically or overseas, by five international institutions and se¢ven countries. More than half
of those programmes were conducted by the IMF, followed by Japan, which provided 21
programmes (572 days in total), including one conducted jointly with other institutions.
Characteristics of such HRD programmcs are as follows.
- Beneficiaries are the Ministry of Finance and Revenue, the Central Bank of Myanmar and
the state-owned commercial banks, and assistance is very limited to private financial

institutions.
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- The World Bank and the Asian Development Bank have not conducted these HRD
programmes for the banking sector, and few countries are providing these programmes as
bilateral technical assistance.

- Very few programmes aim atl asgisting improvement in institutional capacity of financial
institutions systematically through providing trainers’ training; most training focuses mainly

on capacity building of officials of financial supervisory agencies.

Overseas Assistance for the Financial Sector in Myanmar

(mainly for the Central Bank of Myanmar, as of Novemher 2002)

~No. | Nameof 1 . Numberof Tinm ~Training Days. -
JCAgeney e T
1 IMF 45 1,295

{Japan) (2) (377)
2 UNDP 2 4
3 ASEAN 8 62

(Japan) (1) (2)

SEACEN" 5 23

5 Colombo Plan 5 112
6 Bilateral 3 42

{Japan) (8) (103)
Total b i T S ) SR T R
Japan (1) (482)

{Source: Interviews)
*1 SEACEN is the acronym for Southeast Asian Central Banks,

*2 Including co-sponsorship with other agencics.

Overseas Assistance for State-owned Commercial Banks in Myanmar
(as of November 2002)

1 IMF

Colombo Plan
3 BRilateral

(Japan) |

{Source: Interviews)
5-2. Expected HRD technical assistance in the banking sector

133.  Improving management of comumnercial banks—cspecially that of private banks, which



have expanded their operation rapidly since they started business in 1992-—is an urgent task, as
pointed out by the analysis in the preecding sections of this report. For this purpose, human
resource development of the banking sector needs to be strengthened and supported, while also
improving management of banks and policies related to banking operations. Not only the statc-
owned banks (e.g., MEB), but also some major private banks {e.g., AWB and YOWA) have their
own training programmes. However, the cfforts made by individual banks have had limited
impact in terms of instituting services in line with rapid improvement in and globalization of
commercial banking. And Myanmar is still in very early development stages in tcrms of
Information and communication technelogies. Thus human resource development in the
banking sector needs to be implemented morc actively and systematically. Proposed assistance

programumes with possible involvement of Japan arc as follows.

A)  Support for the MBA’s trainers” training programme
The MBA seems to be a suitable organization for introducing a new trainers’ training
course. Technical assistance, including from Japan, in this undertaking is highly
recommended in order to establish an efficient and effective training programme with long-
term sustainability. Priority will be given to know-how for which there is no domestic

source.

B) HRD programme support for the banking scctor from the Myanmar—Japan Center for
Human Resource Development
We recommmend that the Center include banking in its business training programme,
considering the importance of the sector. The pessibility for workshops (organized by the
Center) for the banking sector is also expected to be a part of policy dialogue between the

two countries.

134, For both cases mentioned above, there must be active interchange among the experts in
Japan, Myanmar, and ASEAN in order to introduce HRD programmes and rcsource persons

which are most appropriate for the Myanmar context.

135, Apart from the long-term assistance schemes mentioned above, a one-day seminar could
be conducted in Yangon in the first quarter of 2003 with involvement of JICA short-term experts,
upon agreement among the ministries concerned. This tnal will become an important step stone

for a long-term assistance schemes mentioned above,

C) For subjects of urgent need, dispatch JICA specialists to conduct a secminar
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In the course of the Study, Myanmar FMWG and banks requested the Study team to
conduct a seminar on priority issues which banks in Myanmar are currently facing. In order
to materialize prompt action for assistance to banking sector HRD, the Joint Study Team
has proposed a scheme to both governments. Upon the consent of the Myanmar ministries
concerned, JICA is ready to respond to this request. Through this seminar, undertakings
that are jointly carried out by private banks will be highlighted for further improvements.
The following three areas are of urgent need among private banks.

#»  Information and Communications Technology for Banking Activities

»  Modernization of the Payment and Fund Transfer System

»  Micro Business Loan Appraisal
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ANNEX

Table 1 List of Private Banks by Employee Number (as of Oct. 2002)

Bank Name Date of No. of No. of Category
Establishment Branches | employees
I Asia Wealth Bank Ltd. 30.4.95 40 3,346 Private
2 Yoma Bank Ltd. 14.8.92 42 2,077 Private
3 Kanbawza Bank Lid. 1.7.94 24 1,465 Private
4 Myanmar Mayflower Bank Ltd. 9.6.94 26 1,213 | Private
5 Myanmar Universal Bank Ltd, 24.1.95 27 1,088 Private
6 Myanmar Oriental Bank Ltd. [8.11.93 15 604 Private
7 First Private Bank Ltd. 6.10.92 16 459 Public
8 Myawaddy Bank Ltd. 4.1.93 7 330 | Semi-gov.
9 Cooperative Bank Litd. 21.8.92 & 309 | Semi-gov.
10 Myanmar Livestock and 15.2.96
Fisheries Development Bank 9 258 | Semi-gov.
Ltd.
11 Innwa Bank Ltd. 28.11.97 10 181 | Semi-gov.
12 Yangon City Bank Ltd. 14.8.93 2 167 | Semi-gov.
13 Tun Foundation Bank Ltd. 14.6.94 6 151 Private
14 Myanmar Industrial 15.2.96 3 141
Development Bank Litd. Semi-gov.
15 Myanmar Citizens Bank Ltd. 2.6.92 2 107 Public
16  Cooperative Promoters Bank 6.7.96 Semi-gov.
Ltd. 3 83
17 Coopcrative Farmers Bank Ltd. 6.7.96 2 83 | Scmi-gov.
18 _Sibin Thayaryay Bank Ltd. 4.7.96 | 55| Semi-gov.
19 Asian Yangon International Bank 18.10.94 Private
Lid. [ 28
20 Yadanabon Bank Ltd. 11.9.92 1 22 | Semi-gov.
Total 245 12,169
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Table 2 Number of Bank Employees per Level

Large Bank
Bank Total Executive Manager Branch New Recruits
Employees i Manager
AWR 3,346 3 208 9 200
YOMA 2,077 9 23 54 180
Medium Bank
Bank Total Exccutive Managcer Branch New Reeruits
Employees Manager
KBZ 1,465 4 10 20-30 200
MMB 1,316 2 635 25 100
MUB 1,088 7 | 50 28 200
MOB 604 5 180 14 100
I _
Small Bank
Bank Total Executive | Manager Branch New Recruits
Emgplovees , Manager
Myawaddy 330 s 20 6 40
|
|
CB 309 3 43 8 30-50
- |
Source :  Interviews
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Table 3 Present In-house Banking Training Programme

Large Bank

Medium Bank

Small Bank

1. Local Workshops

. Seminars:

Nil

Executive 2. Short Courses Local Trainers as well as
Level - Project Management Forcign trainers (Malaysia)

- Credit Analysis

- Change Management

- Financial Management, etc

1. Refresher Course 1. Assistant Manager Course | 1. Basic Banking Course
Middle 2. Advance Course 2. Customer Service 2. Refresher Course
Management 3.Training for 2* In-charges & 3. General Banking Coursc
Level 3" In-charges 4. 1CT

4. HR Management Programme 5. Supervisory Course

5. Leadership Skills

6. English Language Course

1. Basic Banking Coursc 1. Basic Banking Course 1. Basic Banking Course
Operational 2. Departmental Transfer Training | 2. English Coursc
Level 3. Refresher training for old staff 3. Customer Services

4. English Language Course 4, Cash Handling Training

5. Bookkeeping, Accounting & 5. Sccurity Training

Banking Coursc
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Table 4 Urgent Training Needs of Banks

Large Bank

Medium Bank

Small Bank

Management Course

Management Course

Management Coursc

Executive - Modern Management & - Marketing Strategy - Seminar on Strategic Quality
Level Marketing - Corporate Strategy Management
Course - Innovation in Modern General Banking Knowledge - Total Quality Marketing
Business - Information Technology General Knowledge
Bankin ration - English
- International Banking
Practices or Advance Banking

M ement Course Management Course Management Courge
Middle - Change Mgt. - Marketing Strategy - Strategic Quality
Manageme | - Financial Mgt. - Customer Relationship Mgt. Management
nt Bankin ration Strategy - Total Quality Marketing
Level - Loan Processing & Banking Operation General Banking Knowledge
Course Administration ~ Customer Service - Legal Framework

- Bank Administration - Branch Management - Fire Insurance

General Banking Knowledge General Banking Knowledge General Knowledge

- Banking Law - Information Technology - English

- Computer

Operational | Management Course Banking Operation General Knowledge
Level - Human Resource Management | - Customer Service - English
Course Banking Operation - Compuler

- Departimental Training
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Table 5

Future Training Needs of Banks

Large Bank Medium Bank Small Bank
Executive | Management Course M n Pty Management Course
Level - Project Management - Strategic Management - Asset & Liability Mgt.
Course Course - Development of Corporate (Financial Mgt.)
- Modem Management & Culture - Total Quality Leadership
Marketing Banking Operation - Exceeding Expectation
- Leadership - International Banking Strategies
- Innovation in Modem Practices or Advance Banking Operation
Business Banking - Foreign Exchange Business
Banking Operation - Customer Service - Risk Management
- International Banking General Banking Knowledge - On-line Banking Service (V —
Practices or Advance - Information Technology SAT)
Banking - Stock Market - Customer — Driven Value
- Forcign Exchange Business - Corporate Govemance Creation
General Banking Knowledge General Banking Knowledge
- International Trade - Information Technology
- Information Technology - Moeney Laundering
- International Finance
- Capital Market
Middle Management Course Management Course Management Course
Manage- | - Change Mgt. - Developing the management - Branch Management
ment - Team Building Role within the financial sector | - Asset & Liability Mgt.
Level - Project Mgt. - Strategic Management {Financial Mgt.)
Course - Human Resource - Marketing Management - Total Quality Management
Bankin ration - Human Resource Management - Customer — Focused

- Credit Analysis

- Branch Management Courses

- Letters of Credit

- Electronic Banking

- International Banking
Practices or Advance Banking

- Foreign Exchange Business

- Accounting

- Maintenance of Customer's
Accounts

- Bank Administration

General Banking Knowledge

- Information Technology

- Economics

- Trade & Commerce

- Customer Relationship Mgt
Strategy

- Development of Corporate
Culture

- Branch Management

- Motivation

- Assessment of Staff

Bankin ration

- Analytical issues relating to
the financial services sector and
its environment

- International Banking
Practices or Advance
Banking

- New Banking Products

Strategies

- Strategies of Growth, Change
& Consolidation

- Mgt. By Objectives

- Mgt. By Wallang Around

- Strategic Thinking

- Proactive Practices

- Future — Orientation

- Total Quality Marketing

Banking Operation

- Foreign Exchange Business

- Techniques in Internal
Auditing of Banks Credit
Operation Syndicated Loan

- Audits of the Credit

- Security Issues - Advance Accounting Operation
- Negotiable Instrument Act - Customer Service - On-line Banking Service (V -
- Banking Law - Modern Commercial Banking SAT)

- Bank Managcment - Customer — Driven Sales,




- Credit Management

- Management Accounting

- Risk Management

(General Banking Knowledge
- Information Technology

- Stock Market

Markecting and Service

General Banking Knowledge
- Information Technology

- - Money Laundering
| - Frauds

- Banking Secrccy &
Compliance

- Frauds Audiling

- Trade Finance and Payment

- ICT Audits

- International Finance

Opcratio-
nal

Level
Course

Banking Operation

- Accounting in Banking

- Basic Banking Concepts

- Bookkeeping & Accounting

- Customer Scrvice

- Banking Products

General Banking Knowledge

- Information Technology

- Bank Core Values
Introduction Program

- Banking Laws & Practices

- Presentation Skills

Management Course

- Customer Relationship Mgt.

Strategy
- Marketing Management
Banking Operation
- International Banking
Practices
- Accounting in Banking
- Basic Banking Concepts

! General Banking Knowledge

- Information Technology

Banking Operation

- Foreign Exchange Busincss

- Basic Banking Courses

General Banking Knowledge

- Laws Relating to Banks

- Capital Markets & their
Instruments

- Trade Finance
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Table 6 IBBM Course List

Fee
Area Level Course Title Duration (STF
member)

{(Non-STF )

Audit and Level 1 Introduction to Internal Auditing 2 days RM 400

Control Module 1 RM 1,000

Introduction to Internal Auditing 3 days RM 600

Module 2 RM 1,100

Best Practices in Internal Auditing Report N.A, RM 600

Writing RM 1,200

Level 2 Operational Auditing 2 davs RM 1,000

RM 2,100

Risk Management for Internal Auditors N.A. RM 1,000

RM 2,100

Money Laundering N.A. RM 550

RM 1,500

Level 3 Best Practices in Valuc Added Auditing 2 days RM 1,300

RM 2,200

Credit Level 1 From the Lending Perspective - 2 days RM 400
Compliance and Penalties RM 940 |

Exchange Control Rules and Regulations 1 day EM 150

for Credit Officers RM 400

Principles of lending 2 days RM 400

RM 950

Assessing Credit Risk Using Financial | 3 days RM 600

Statements and Cash Flow Analysis RM 1,100

Credit Risk Management: 3 days RM 600

Qualitative Analysis RM 1,100

Land Law and Securities 3 days RM 600

Docmumentation RM 1,100

Credit Risk Management for Business 3 days RM 600

Managers RM 1,100

Effcctive Credit Writing Skills 3 days RM 600

' RM 1,100

Level 2 Credit Risk Management: 3 days RM 600

Loan Structuring RM 1,400

Credit Risk Management: 3 days RM 600

Loan Monitoring RM 1,400

Credit Risk Management for Branch | 3 days RM 1,300

Managers RM 2,300

Advanced Credit: Monitoring, Control and | 2 days RM 800

Warning Signals RM 1,600

Advanced Credit: Managing and 3 days RM 1,200

Restructuring Distressed Debt RM 2,100

Legal Issues: Loan Recovery and 2 days RM 600

P Corporate Litigation RM 1,100
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Credit Insolvency, Receivership and 3 days RM 800

Liguidation RM 1,400

Level 3 Credit Risk Management Workshop N.A. N.A.

Front-Line Banker-Customer Relationship: Legal and Practical 2 days RM 500
Operations Issues RM 1,000
Cheques: Legal and Practical Issues 2 days RM 700

RM 1,400

Dcposit Accounts: Legal and Practical 1ssues 2 days RM 700

RM 1,400

Detection and Prevention of Fraud 2 days RM 400

RM 1,000

Anti-Money Laundcring 2 days RM 500

RM 1,000

Sclling and Negotiations Skills for Bankers’ 2 days RM 850

F RM 1,750

Cross-selling Skilis for Bankers’ 2 days RM 700

RM 1,400

Client Relationship Management 3 days RM 900

RM 1,700

Managing Profitablc Relationship with Bank 2 days RM 800

Customers RM 1,500

Service Quality Mindset Workshop 2 days RM 600

RM 1,300

Implementing a Service Culture 3 days RM 900

RM 1,600

Process Improvement for Quality 3 days RM 00

RM 1,600

Call Centre Exccllence 2 days RM 600

RM 1,300

Human Achieving More Through Effective Communications 2 days RM 700
Resource L RM 1,200
Development Developing Supervisory Skills 4 days RM 1,100
RM 2,000

Building the Restructured QOrganization 3 days RM 1,000

RM 2,000

Workplace Motivation for Greater Profitability 2 days RM 800

EM 1,400

Achieving Peak Performance 2 days RM 800

RM 1,300

Building the Right Managerial Skills 4 days RM 1,400

RM 2,600

Managing with Impact 5 days RM 1,750

RM 3,250

Managing Interactions and Relationships 3 days RM 750

RM 1,500

Strategic Bank Management: Banking Industry N.A. RM 500

Dynamics RM 1,400

Strategic Bank Management: The Strategic Banker N.A. RM 1,100

RM 3,100
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Strategic Thinking and Competitive Strategy 3 days RM 2,500

RM 3,600

Strategic Leadership and Change for Financial 4 days RM 2,500

Institutions EM 3,600

Strategic Marketing for Financial Institutions 3 days RM 2,500

RM 3,600

Creating and Managing Bank Value 3 days RM 2,500

RM 3,600

Trainer Development Programme: Training Delivery 3 days RM 1,200

Skills RM 2,000

Successfully Managing the HR Function 3 days RM 1,300

RM 2,100

Performance Scorecards Management 3 days RM 900

RM 1,800

Information Assessing Risks and Implementing Security in 3 days RM 1,500
Technology Information Systems RM 2,600
Developing and Implementing Effective ICT 3 days RM 700

Contingency and Disaster Recovery Plans RM 1,400

Legal Issues: Electronic Banking 3 days RM 800

RM 1,500

Avoiding Legal Minefields in Electronic Banking N.A, RM 700

RM 1,600

Project Management N.A. N.A.

International Level 1 Trade Finance Instruments: Module 1 3 days RM 750
Trade Finance RM 1,250
Trade Finance Instruments: Module 2 3 days RM 750

RM 1,250

Incoterms 2000 and Trade Documents 2 days RM 3500

RM 1,200

Level 2 Advanced Documentary Credit Operations | 3 days RM 950

RM 1,750

Understanding UCP 500, URC 522, URR | 3 days RM 800

525, and DOCDEX 577 RM 1,300

Legal Issues: Documentary Credits N.A. RM 1,500

RM 2,700

Fraud in Intcrnational Trade Finance N.A, RM 1,204

RM 2,500

Risks in Intcrnational Trade Finance and 2 days RM 800

Prevention of Fraud RM 1,300

Structuring Trade Finance Facilities 3 days RM %00

RM 1,800

Level 3 International Trade Finance: Case Studies N.A. RM 1,000

Workshop RM 1,500

Investment Level 1 Introduction to the Financial Markets 2 days RM 500
and Capital _ RM 950
Markets Foreign Exchange and Money Market: 3 days RM 600
Front Office Operations RM 1,000

Foreign Exchange and Money Market: 2 days RM 600

Middlc and Back-Officc Operations RM 1,000
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Level 2 Fundamentals of Capital Market 4 days RM 1,100
Instruments ] RM 2,100
Fundamentals of Capital Market 4 days RM 1,100
Instruments 2 RM 2,100
Fixed Income Instruments N.A. N.A.
Understanding Capital Market Instruments | 3 days RM 800
and Their Applications RM 1,550
(ilobal Capital Markets: Today’s N.A. RM 1,800
Innovations, Opportunities and Risks RM 3,000

Level 3 Bond Markets with Bonds Bourse Game 5 days RM 2,500

RM 4,500
Investment & Portfolio Management N.A. NA.
Applications of Capital Market N.A. N.A.
Instruments

Level 4 Core Concepts and Practical Applications 5 days RM 2,500
in Corporate Finance RM 4,300
Corporate Finance Techniques and N.A. RM 2,500
Instruments EM 4,300
Capital Markets and Risk Management N.A. RM 2,500
for Corporate Finance Professionals RM 4,300

Risk Implementing a Risk Management Framework in N.A. RM 1,650
Management Banks RM 2,500

Customer and Relationship Profitability Measurement 3 days RM 2,000

Workshop RM 3,700

A Workshop on Funds Transfer Pricing and Capital 2 days RM L, 100

Assignment RM 2,100

Fundamentals of Operational Risk Management 2 days RM 600

RM 1,200

Operational Risk Management 4 days RM 1,800

RM 3,300

Total Risk Management 3 days RM 1,006
RM 2,000

Financial Market Risk Management 2 days RM 1,200
RM 3,200

Business Continuity Management: A Strategic 3 days RM 700
Approach for Business Interruption Risks RM 1,400
Treasury Level 1 Fundamentals of Foreign Exchange 3 days RM 750
RM 1,500

Fundamentals of Money Markets 3 days RM 700

RM 1,400

Mechanics and Application of Foreign | 2 days RM 600

Exchange and Derivatives RM 1,000

Level 2 Introduction to FX Swaps | day RM 280
RM 500

The Malaysian Derivatives Market: 3 days RM 600

Concepts and Applications RM 950
Introduction to Plain Vanilla Interest Rate 4 days EM 1,000

and Currency Derivatives RM 1,700
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FX and MM Derivatives N.A. N.A.
A Swap Seminar; Managing Risk and 2 days RM 1,200
Improving Yields RM 1,900
Concepts and Practices of Asset and 4 days RM 1,600
Liability Management RM 2,600
Level 3 Effective Risk Management: Treasury, 5 days RM 3,500
ALM, Denvatives RM 7,600
ALM- The Top Management Challenge N.A. N.A.
Trcasury Management N.A N.A.

{Source: IBBM Training & Development Dircctory 2002)
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Table 7 IBBM Qualifications

Banking and Financiql Secrvices

Diptoma in Banking and Financial

Certificatc (BFSC) Services (DBES)
Coverage Subjects Core Subjects
- Introduction to Monetary - Monetary Economics and the

Economics and the Malaysian
Financial System

- Operations of Financial
Institutions

- Law and Practice of Banking

- Basic Accounting

Malaysian Financial System

- Law on Banking and Finance

- Principles of Lending

- Principles of Managemcnt

- Business Communication
Optional Subjects

- International Trade Finance

- Treasury
Retail Financial Services
Investment
- Marketing of Financial Services

Criteria for the
Award

Candidates arc required to pass a
3-hour examination for cach of the
4 subjects, held twice a year

Candidates are required to pass a
3-hour cxamination for each of the 8
subjects (5 core subjects | 3 optional
subjects), held twice a year

Exam Fees

RM 50 per subject

RM 60 per subject

(Source: IBBM Training & Development Directory 2002}
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Joint Study Team Members for Financial Sector Study under

MYANMAR SIDE
FMWG and Experts
Leader

Taskforce Member

Taskforce Member

Taskforce Member

Supporting Member

Microfinance Expert

Microfinance Expert
Legal Expert
Financial Expert

Assistant Researcher
(Microfinance Sector)

Assistant Researcher
(Microfinance Sector)

Assistant Researcher
{Microfinance Sector)

Assistant Researcher
{Legal Sector)

Assistant Researcher
(Banking Sector)

JAPANESE SIDE
FMWG(G and
Consultants
Leader

Taskforce Member

Name
U Than Lwin*

U Hla Maung*

U Kyi Shein*

Dr. Khin San Yee*
Daw Yin Yin Mya*
U Ohn Lwin

1 Sein Myint
U Ba Kyaning*

Daw Khin May Shin*
{Part2, Chap.1)
U Tin Myint

Hnin War War Win
Thi Da Myint

U Aye Hlaing*

Daw A:}fe Sandar Win*
Name

Prof. Takehiko Kondo

Prof. Hideki Esho

Fiscal and Monetary Policy Working Group

Title
Deputy Governor
The Central Bank of Myarmmar

Advisor, Ambassador (Rtd.)
Ministry of Foreign Affairs

Advisor
Ministry of Finance and Revenue

Associate Professor
Institute of Economics

Deputy Director
The Central Bank of Myanmar

Advisor

Myanmar Agricultural
Development Bank

Title

Dean, College of Asia Pacific Management
Ritsumeikan Asia Pacific University

Professor, Faculty of Economics
Hosei University,

* Asterisks indicate main contributers to the report. Parentheses indicate chapter titles for which the
individuals named were in charge.



Taskforce Member

Taskforce Member

Supporting Member

JICA Consultant

JICA Consultant

JICA Consultant

JICA Consultant

JICA Consultant

JICA Consuliant

JICA Consultant

JICA Consultant

JICA Coordinator

JICA Coordinator

Assistant Researcher

Dr. Fumiharu Mieno

Mr. Ryu Fukui*

Ms. Yoke Honda

Mr. Hirohiko Sekiya*
(Executive Summary; Partl;
Part2, Chap2&5)

Mr. Masahisa Koyama*

Mr. Toshiyuki Katagiri*
{Partl; Part2, Chap.1)

Mr. Takao Aiba*

Ms. Eri Habu*

Dr. Gilberto M. Llanto

Dr. Jaime Aristotle B. Alip

Mr. Edgardo F. Garcia

Mr. Naoki Takeuchi*
(Partl; Pant2, Chap. 2,3&4)

Ms. Maiko Sudo®

Ms. Mading Seng Ja*

Associate Professor, Faculty of Economics
Hosel University

Deputy Director General
International Cooperation Department
Development Bank of Japan

Research Assistant
International Cooperation Department
Development Bank of Japan

Senior Researcher
International Bureau
Japan Economic Research Institute

Executive Vice President
Fapan Economic Research Institute

Birector General
International Bureau
Japan Economic Research Institute

Senior Economist
International Bureau
Japan Economic Research Institute

Chief Policy Analyst
Policy Studies Department
International Division
UFJ Institute Ltd.

Chairman, Board of Advisers
CARD Bank (CARD Rural Bank, Inc.)

Chairman and Managing Director
CARD Bank (CARD Rural Bank, Inc.)

Executive Director
Microfinance Council of the Philippines,
Inc.

Economist
International Bureau
Japan Economic Reseatrch Institute

International Bureau
Japan Economic Research Institute

International Bureau
Japan Economic Research Institute

* Asterisks indicate main contributers to the report. Parentheses indicate chapter titles for which the
individuals named were in charge.
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