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yTask 1, to increase agricultural output x 
...19 million adults in Myanmar reported to be involved in 

farming  

 

yTask 2, to increase rural productivity and establish 
BNSS@FD HMCTRSQHDRx 

t hqc LHKKHNM @CTKSR in Myanmar reported to be self -

employed, 65% of which are informal  

 

yTask 3, the development of micro saving and credit 
DMSDQOQHRDRx 
t bij LHBQNEHM@MBD HMRSHSTSHNMR G@UD ADDM QDFHRSDQDC 

since December 2011 

 

yTask 4u SGD SN RSQDMFSGDM BNNODQ@SHUD NTSQD@BGx 
t 7 490 co -operatives offer financial services in 

Myanmar  

 

 

 

Government Policy Objectives 

to improve financial access in 

Myanmar 

The government objective is to reduce 

poverty from 26% to 16% by 2015  

Myanmar is the poorest 

country in Southeast Asia 

$3.50 per day average 

income 

  

.X@ML@Q½R ONOTK@SHNM ceSG 

largest in the world  

60.9 million people, 39.8 

million adults  

Key drivers 

7 out of 10 adults are rural  

Urban average income twice 

that of rural  
 

7% of adults have higher 

education 

400  000 new jobs will be 

needed in the financial 

sector by 2030  
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30% of adults reported to use at least one financial service from a 

QDFTK@SDC EHM@MBH@K RDQUHBD OQNUHCDQtq 

tqq 6% make use of more than one regulated financial product class  

33% NE @CTKSR L@JD TRD NE TMQDFTK@SDC EHM@MBH@K RDQUHBDR t  

t 21% of adults make use of unregulated services only  

 

 

Overview of Financial Access 

in Myanmar 

19 % of adults borrow from a regulated institution  

t 5.9 million adults borrow from unregulated money -lenders with total 

outstanding debt of $3.9 billion  

3% of adults have insurance from a regulated institution  

t 34% of adults respond to risk events using credit or savings  

10% of adults make payments through a regulated service provider  

t bqj million adults make payments through an informal network of 

payment brokers  

6% of adults save with a regulated financial serv ice provider 

t 26% of adults report saving, but do not save with  a 

regulated or unregulated service provider 

tqq6% make use of more than one regulated financial product class  

32.6% NE @CTKSR L@JD TRD NE TMQDFTK@SDC EHM@MBH@K RDQUHBDR t  

t 21.1% of adults make use of unregulated services only 

 Breakdown of Financial Access in 

Myanmar by Product Market 
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9ȄŜŎǳǘƛǾŜ {ǳƳƳŀǊȅ 

As Myanmar modernises its financial sector to better serve its economy and people, a 

growing opportunity to extend financial services to the majority of its people has opened up. 

MAP found that 30% of the 39 million adults use regulated financial services, but only 6% 

use more than one service. Fewer than 5% of adults have bank accounts. The majority of 

citizens rely on unregulated providers or family and friends to meet their need for financial 

services. The cost of services provided by unregulated providers is usually substantially 

higher than those offered by regulated providers. MAP also found that rural areas are 

slightly better served than urban areas. This is the result of targeted credit provision to rural 

areas by state financial institutions coupled with a nascent commercial banking sector. 

Microfinance institutions, operating under a legal framework since 2011, have made some 

headway and currently serve 700 000 clients. 

As part of MAP a comprehensive household study on the demand for financial services was 

undertaken. Based on this study and qualitative demand-side research, MAP could segment 

the adult population into five target groups, each with distinctive patterns of financial usage 

and financial needs. The largest target group is Farmers (12 million). This group is the largest 

user of regulated credit thanks to rural loans disbursed by Myanmar Agricultural 

Development Bank and Microfinance Institutions. Formal enterprises (2.5 million adults) had 

the highest average income of all target groups. The bulk of this group (75%) live in urban 

areas. However, they have the lowest use of regulated credit, suggesting a major 

opportunity to improve growth and employment creation if regulated credit to this target 

group can be extended. Adults receiving their income from Informal enterprises (4.7 million) 

use more credit, both regulated and unregulated, than their compatriots with Formal 

enterprises. 

The smallest target group is Formal consumers (1.7 million), being persons employed by the 

state and private companies. They form the kernel of the emerging consumer class, yet less 

than a quarter of them make payments through regulated institutions. Informal consumers 

(7.5 million) have an average income about half that of Formal consumers and are the most 

excluded target group from a financial access point of view. It is also the group with the 

lowest mobile phone ownership at 11%.  

The MAP analysis of the retail financial services market found key trends in the overall usage 

and supply of financial services. Firstly, that the usage of both regulated and unregulated 

financial services by households is quite thin, i.e. very few households use a broad spectrum 

of financial services. Where persons do have long-standing relationships with financial 

institutions, these are usually state-owned financial institutions and the relationship is 

driven by consecutive loans. Relationships built around deposit accounts are rare. 

The high level of informality in the broader Myanmar economy is mirrored in the financial 

sector. MAP revealed 9.2 million adults who have a loan from an unregulated provider with 

a total outstanding debt as high as K5.4 trillion (USD5.7 billion). Nearly all transactions in 

Myanmar are conducted in cash. Focus Group Discussions revealed positive perceptions 

about using financial services offered by unregulated providers such as money lenders 

because consumers felt that they were more convenient and that the requirements set by 

regulated providers excluded low-income earners. 
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The regulated retail credit market is restricted by limited capital for on-lending. This is 

particularly acute for MFIs who are not permitted to raise voluntary deposits and experience 

difficulties in bringing foreign capital into the country. Only commercial banks and the MEB 

have proven able to attract voluntary deposits. MADB relies on wholesale funding from MEB 

to fund its loans. 

The Myanmar financial sector experiences serious infrastructure weaknesses, which 

constrain the business models and product offering of financial institutions. Most providers 

do not have electronic or automated management information systems and the footprint of 

the electronic payment system is very limited. A national switch for ATMs only started 

operating in 2012 and a real time gross settlement system is still under development. The 

absence of a capital market impacts funding possibilities. The branch infrastructure for 

especially commercial banks remains very limited. The mobile networks being developed 

offer the possibility of real time connectivity and a potential platform for electronic 

payments. 

The product offering available to customers is limited, undermining the value that clients 

receive from financial services. In the first instance, customers are forced to use inefficient 

financial services types simply because the more efficient services are not available. For 

example, they have to use credit and savings to manage risks in the absences of insurance 

products. Secondly, many products have features that do not meet the needs of clients. For 

example, only short term credit is available which is unsuitable for investment purposes. 

There are particular problems around the timing and repayment schedules for MADB loans. 

MAP also found that the current regulatory environment does not enable the expansion of 

rural financial services, to the extent that is possible, and further inhibits certain urban 

delivery opportunities. The differential treatment of urban and rural areas is determined by 

ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ǎǘǊƻƴƎ ǇƻǾŜǊǘȅ ǊŜŘǳŎǘƛƻƴ ŦƻŎǳǎ ƻƴ ǊǳǊŀƭ ŀǊŜŀǎΦ ¢ƘŜ ƭŜǾŜƭ ŀǘ ǿƘƛŎƘ ƛƴǘŜǊŜǎǘ 

rates are set, loan size restrictions and capital controls and the higher cost of rural provision 

has resulted in the withdrawal of certain MFIs from rural areas and has deters these 

institutions to serve, predominantly urban, MSMEs. At the same time the ongoing regulatory 

reforms are opening up new opportunities especially for commercial banks and the provision 

of mobile banking services. 

MAP identified seven priority opportunities to extend financial access to the people of 

Myanmar: 

¶ Dramatically increase the supply and availability of electronic payments. This can be 

delivered through mobile payments platforms and also through electronic payments 

networks developed by commercial banks. 

¶ Provide low-cost savings vehicles for short term saving. Emerging retail payments 

networks and agents can be leveraged to enable convenient store of value services.  

¶ Extend the availability of account-based savings options. This will require an 

improvement in transaction functionality and proximity to entice savings into the 

regulated sector. While there is an urban opportunity for bank-based deposits, the 

ƳƻŘŜǊƴƛǎŀǘƛƻƴ ƻŦ a9.Ωǎ systems offers a major opportunity to strengthen its role as 

savings mobiliser in both urban and rural areas. 

¶ Improve the quantity, terms and risk profile of agricultural input credit. MADB will play a 

leading role here, but there is also opportunity for agricultural input providers and MFIs. 
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¶ Increase the availability of unsecured credit. There are opportunities to increase the 

lending of providers permitted to extend loans without collateral, such as MFIs and co-

operatives. There is also the option to relax the collateral requirement for personal loans 

once a credit bureau is in place. 

¶ Grow the insurance product portfolio to meet the risk mitigation needs. There is a large 

opportunity to provide regulated insurance for especially health and life, mostly funeral, 

risks. This will require regulatory adjustments to allow both MIC and new private 

insurers to offer such products. 

¶ Develop insurance products to provide security for credit extension and protection of 

consumers, particularly for agriculture. Insurance can take the place of collateral for 

credit extension, especially for agricultural input credit. This will require the 

development of appropriate products. 
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1. tǊƻƧŜŎǘ ǎŎƻǇŜ ŀƴŘ ƻōƧŜŎǘƛǾŜǎ 

1.1. About MAP 

Making Access Possible (MAP) is a multi-country initiative to support financial inclusion 

through a process of evidence-based country diagnostic and stakeholder dialogue, leading to 

the development of national financial inclusion roadmaps that identify key drivers of 

financial inclusion and recommended action. Through its design, MAP seeks to strengthen 

and focus the domestic development dialogue on financial inclusion.  The initiative aims to:  

¶ Identify opportunities to expand financial inclusion and the obstacles to doing so for 

individuals as well as micro and small enterprises;  

¶ Provide an integrated view of financial services covering demand, supply and 

regulation across savings, payment, insurance and credit;  

¶ Identify the drivers of market development in order to enable stakeholders to 

manage changing environments and systems in transition;  

¶ Focus on improving welfare through financial services that offer value to consumers 

and not just extending the coverage of financial products; and 

¶ Engage a wider set of stakeholders (including some not traditionally involved in the 

delivery of financial services) in the stakeholder process to encourage market 

development. 

The global project seeks to engage with various other international platforms and entities 

impacting on financial inclusion, using the evidence gathered at the country level. 

The MAP framework has been developed by UNCDF in partnership with FinMark Trust and 

Cenfri and is intended to become a public good that can advance the global financial 

inclusion agenda. The partnership leverages ǘƘŜ ǇŀǊǘƴŜǊǎΩ experience in financial inclusion 

development, aligning their respective strengths in implementation, primary demand-side 

research and diagnostic composition.   

1.2. MAP Myanmar 

Preparation for MAP Myanmar was approved by the President of the Union of Myanmar in 

January 2013. The programme has been developed by United Nations Capital Development 

Fund (UNCDF) in close cooperation with the United Nations Development Programme 

(UNDP) office in Myanmar and is embedded in the UNDP Country Programme and Action 

Plan (CPAP), which has subsequently been approved by the Government of Myanmar. MAP 

Myanmar is funded by the UNCDF and Livelihoods and Food Securities Trust Fund (LIFT). The 

project is governed by a Steering Committee chaired by U Htein Linn, Manager Director of 

the Myanma Microfinance Supervisory Enterprise (MSE) and consisting of 10 members 

representing government and project sponsors. 

1.3. About this document 

This diagnostic document presents the comprehensive findings of the demand, supply and 

regulatory analysis. Additional outputs from the study include a synthesis note, agricultural 

note, policy and regulatory note, qualitative demand side report, quantitative dataset (see 

Box 1) with summary findings and country roadmap.  
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The supply-side analysis was informed through in-country consultation with industry, local 

expert consultants and desktop research. The bulk of the data and information was collected 

during two missions conducted in 2013 between February 4 and 12 and May 20 and 31. The 

consultation process included a wide variety of players including the private sector (both 

regulated and unregulated financial services providers), government, community 

organisations, donor community and technical experts (see Annex B: Meeting list for a 

comprehensive meeting list). The demand-side analysis draws from quantitative data 

provided by the Myanmar FinScope Survey 2013 (henceforth referred to as FinScope) and 

qualitative research. For more information on the research methodologies and scope of the 

quantitative and qualitative research conducted, please see Box 1 below. 

The remainder of the document is broken up into 10 sections: 

¶ Section 2 provides background to financial access in Myanmar and describes the 

deliberate policies of the government of Myanmar to extend access to financial services, 

as well as the policy objectives to which financial inclusion contributes. 

¶ Section 3 list the key macroeconomic drivers that have influenced and will in the future 

increasingly shape the nature of financial provision for low income households in 

Myanmar 

¶ Section 4 identifies the target groups for which improved access to appropriately 

designed financial services has the greatest potential livelihood and welfare impact; and 

evaluates the demand for financial products and services. 

¶ Section 5 describes the relevant policy and regulation intended to promote access to 

financial services for the target market as identified by the Government of Myanmar or 

that has a substantial impact on such provision, as well as the supervisory framework for 

entities that provide financial services to the target groups, including regulated and 

unregulated financial services providers. 

¶ Section 6 provides a brief overview of financial sector infrastructure as well as other 

networks that could be used to distribute financial services. 

¶ Sections 7-10 provides details on the four product markets for credit, savings, payments 

and insurance. 

¶ Sections 11 and 12 summarises the overall conclusions and highlights potential actions 

relating to the identified target groups.  

Box 1: Primary quantitative and qualitative research used in MAP Myanmar 

Quantitative research 

FinScope, developed and administered by the FinMark Trust, is a nationally representative 

study of consumers' perceptions on financial services and issues, which creates insight to 

how consumers source their income and manage their financial lives. The sample covers the 

entire adult population, rich and poor, urban and rural and looks at financial services usage 

across formality and regulatory status. Since FinScope is a perceptual study, it also 

encompasses attitudes, behaviours, quality of life factors and consumption patterns. To 

date, FinScope surveys have been conducted in 18 countries in Africa and Asia. 

 

FinScope was conducted in Myanmar in August 2013 to benchmark the state of financial 

access and usage. In brief, the sample methodology for the FinScope survey in Myanmar was 

as follows: 
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¶ Target area: Nationally representative for both urban and rural areas 

¶ Age group: population 18 years and older 

¶ Sample size = 5 100  

¶ Number of sample townships: 51 

¶ Number of sample wards: 153 

¶ Number of sample villages: 480 

¶ Total number of sample areas (wards and villages): 633 

¶ Sample allocation per township: 100  (5100/51) 

¶ Average sample allocation per sample area (ward /village) or Enumeration Area (EA): 8  

(5100/633)  

¶ Urban sample (total number of interviews in wards): 1 246 (24% of sample) 

¶ Rural sample (total number of interviews in villages) : 3 854 (76% of sample) 

The population can therefore be segmented by urban and rural based on the classification 

of the ward or village (ward: urban, village: rural). Urban can be further split into 

Metropolitan, Semi Urban and Towns. Metropolitan only includes adults from Yangon and 

Mandalay city areas, while Semi Urban includes adults from chief cities in Ayeyarwady and 

Magway. Towns and rural villages include adults from all states and regions.   

A listing was performed in each of the sampled wards/townships/villages in order to up-date 

the population estimates due to the lack of current census data. Eight households were 

selected in each of the selected sample areas. One individual was randomly selected within 

the household using the Kish Grid methodology. 

It should be noted that the last official census in Myanmar was conducted on 31 March 

1983. All population figures and survey weighting is based on the latest 2012/2013 

demographic estimates provided by the Central Statistics Office (CSO). The CSO estimated a 

total adult population of 39 777 041 at the time of the 2013 FinScope Survey. 

A summary report and presentation on FinScope Myanmar is available as a separate 

deliverable to the MAP Myanmar country diagnostic and the FinScope dataset is available on 

request for future research. 

Qualitative research 

Primary qualitative research was commissioned specifically as part of the demand-side 
research component of MAP Myanmar. Myanmar Survey Research (MSR) was commissioned 
to do the fieldwork, conducted between 11 and 21 March 2013, and to produce a qualitative 
research report. In-country field visits to inform and guide the qualitative research process 
were conducted between 11 and 22 March 2013.  The qualitative research report is available 
as a separate deliverable to the MAP Myanmar country diagnostic. The qualitative research 
process was based on the MAP demand-side methodology and used a mix of FGDs, HVs and 
KIIs  to engage with the target market:  
 

1. Ten (10) FGDs were conducted and participants were selected based on gender, age, 

usage of formal financial products and geographical areas;  

2. ¢ƘƛǊǘȅ ŦƻǳǊ όопύ I±ǎ ƛƴŘƛǾƛŘǳŀƭ ƛƴǘŜǊǾƛŜǿǎ ǿŜǊŜ ŎƻƴŘǳŎǘŜŘ ƛƴ ǊŜǎǇƻƴŘŜƴǘǎΩ ƻǿƴ ƘƻƳŜǎΣ 

split  according to gender, age and usage of formal financial products; and 

3. Sixteen (16) KIIs were conducted with money lenders, brokers, dealers, shop owners, 
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pawnshop owners etc. 

Age for FGDs and HVs was split between 22 to 30 and 30 to 50 years of age. 
 
Geographical areas for FGDs were split between: the Dry area (Pakokku town and 
surrounding villages) and the Delta area (Phyapone town and surrounding villages). 
 
The recruiting criteria used for determining financial product usage were the following:  
 

1. To qualify as using regulated products, respondents had to use a range (two or more) of 

regulated financial products (these could be credit, remittance, saving or insurance 

products); they could use informal products as well;  

2. To qualify as using some regulated products, respondents had to use only one regulated 

product, but mainly rely on unregulated mechanisms as well (e.g. group saving, group 

funeral, lottery, etc.); and 

3. To qualify as using no regulated products, respondents had to rely only on unregulated 

financial products. 
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2. tǳōƭƛŎ tƻƭƛŎȅ hōƧŜŎǘƛǾŜǎ ŦƻǊ !ŎŎŜǎǎ ǘƻ CƛƴŀƴŎŜ 

Financial inclusion, as defined by the G-20, refers to a state in which all working adults, 

including those currently excluded by the financial sector, have effective access to the 

following financial services provided by formal1 institutions: credit, savings (defined broadly 

ǘƻ ƛƴŎƭǳŘŜ ŎǳǊǊŜƴǘ ŀŎŎƻǳƴǘǎύΣ ǇŀȅƳŜƴǘǎΣ ŀƴŘ ƛƴǎǳǊŀƴŎŜΦ ά9ŦŦŜŎǘƛǾŜ ŀŎŎŜǎǎέ ƛƴǾƻƭǾŜǎ 

convenient and responsible service delivery, which is at a cost affordable to the customer 

and sustainable for the provider, with the result that financially excluded customers who use 

formal financial services rather than existing informal options (GPFI 2011).  

Myanmar experiences moderate levels of access to regulated financial services, with take-up 

driven largely by regulated credit extended through government-led initiatives. There is 

however very limited usage of regulated savings, insurance and electronic payment services 

(see Section 4.3). Although increasing access is not an end in itself, the Government of the 

Union of Myanmar seeks to achieve the higher order policy objectives of poverty reduction, 

rural and social development through improved access to appropriate financial services (see 

Section 2.1).  

2.1. Overview of financial sector interventions in Myanmar 

Government-led interventions to promote financial access in Myanmar started at the 

community-level, with interventions to provide alternative sources of credit for Burmese 

citizens who relied on foreign money lenders who charged exorbitant interest rates. The first 

intervention was in 1904, when British colonial authorities introduced co-operatives under 

the Indian Co-operatives Society Act. Co-operatives would have a mixed history in Myanmar 

but would remain a tool of the state going forward. FolloǿƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴŘŜǇŜƴŘŜƴŎŜ ƛƴ 

1948, the government positioned co-ƻǇŜǊŀǘƛǾŜǎ ŀǎ ŀ ƳŜŀƴǎ ǘƻ άǇǊƻƳƻǘŜ ǎƻŎƛŀƭƛǎƳ ŀƴŘ 

ǇǊƻǎǇŜǊƛǘȅέΦ ¢ƘŜ ŦƻŎǳǎ ƻƴ ǇǊƻǾƛŘƛƴƎ ŀƭǘŜǊƴŀǘƛǾŜǎ ǘƻ ƳƻƴŜȅ ƭŜƴŘŜǊǎ ǿŀǎ ŜȄǘŜƴŘŜŘ ōŜȅƻƴŘ Ŏƻ-

operatives in 1949 with the introduction of regulated state pawnshops2. The regulated 

pawnshops were initially under the Co-operative Ministry, but in 1955 management passed 

to the State Pawnshop Management Board (SPMB). The Government authorised the SPMB 

to assume the licences of all private pawnshops as they expired, taking ownership away 

from private owners (the majority of which were Chinese foreigners) and bringing it under 

the control of the state. 

Figure 1 below shows how the government-led financial sector interventions have evolved 

over that past century. 

 
 

                                                
1 For the purpose of this report, formal institutions are referred to as regulated financial services providers. Please see Box 1 for 
further details.  
2 Pawnshops fill the needs of low-income households who needed to borrow small amounts to meet their day-to-day needs. 
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Figure 1: Timeline of the evolution of government-led financial sector interventions 

Source: Various 

In 1962, the new military government came into power and played an increasing role in the 

national economy. In 1963 the nationalization of the economy, including the financial sector 

commenced. Twenty-four banks (fifteen foreign and ten local) were nationalized and 

ƳŜǊƎŜŘ ƛƴǘƻ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ .ǳǊƳŀ ŀƴŘ ǎŜǾŜƴǘȅ-eight foreign insurers were merged 

into the state-owned Myanma Insurance (MIC). There would be no private banks under the 

state-economy from 1963 to 1992 and no private insurers for 50 years. The following year, 

мфспΣ aȅŀƴƳŀǊΩǎ ƎƻǾŜǊƴƳŜƴǘ ōŜƎŀƴ ǘƘŜ ǇŜǊƛƻŘ ƻŦ ŘŜƳƻƴŜǘƛǎŀǘƛƻƴ ǘƘŀǘ ǿƻǳƭŘ ǇǊƻŎŜŜŘ ƛƴǘƻ 

the late 1980s. It was during this period that the government phased out larger bank notes 

from being legal tender, meaning that they were no longer redeemable. The demonetisation 

resulted in reduced confidence in holding the Kyat (K). A second and a third demonetisation 

ŦƻƭƭƻǿŜŘ ƛƴ мфур ŀƴŘ мфут ǊŜǎǇŜŎǘƛǾŜƭȅΦ ¢ƘŜ ƭŀǘŜǊ ǊŜǎǳƭǘŜŘ ƛƴ ǘƘŜ ŦŀƳƻǳǎ άууууέ 

demonstrations where Aung San Suu Kyi emerged as spokesperson for democracy.  

In 1970, the remaining state-owned banks, including the SPMB were merged with the 

tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ .ǳǊƳŀ ǘƻ ŦƻǊƳ ƻƴŜ ƳƻƴƻƭƛǘƘ ōŀƴƪΦ ¢ƘŜ ǊŜŀŎƘ ƻŦ ǘƘŜ ǎǘŀǘŜ ŜȄǇŀƴŘŜŘ ǘƻ ǘƘŜ 

community-level with the Co-operative Law of 1970 which took away autonomy from many 

of the co-operatives by having government officials or sympathisers placed in executive 

positions within the co-operatives. 

In 1974 the Socialist Republic of the Union of Burma came into being and formal political 

power was transferred from the ƳƛƭƛǘŀǊȅΦ ¢Ƙƛǎ ǎŀǿ ǘƘŜ ǊŜǎǘǊǳŎǘǳǊƛƴƎ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ ƻŦ 

Burma into four state-owned banks in 1975. These included the Myanmar Economic Bank 

(MEB), the Union of Burma Bank, the Myanma Foreign Trade Bank and the Myanmar 

Agriculture Bank. The latter subsequently changed twice; first to the Myanmar Agricultural 

and Rural Development Bank, and then to the Myanmar Agricultural Development Bank 
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(MADB). It was during this restructuring that MADB was given the broader mandate to 

become the primary source of short term and seasonal loans for agriculture over and above 

the medium and longer term development loans mandate. This has been one of the key 

drivers behind extending access to financial services to subsistence and self-employed 

farmers.  

In 1990, responding to external pressure from the international community and internal 

domestic issues, the government enacted a brief market revival. The passing of the Central 

Bank of Myanmar Law and the Financial Institutions Law of Myanmar paved the way for the 

increasing role of the private sector in promoting financial access. In 1992 the first private 

bank was permitted since nationalisation began in 1963.  

Increased efforts by the state to serve the rural population were demonstrated by the 

ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ a!5.ǎ άwǳǊŀƭ {ŀǾƛƴƎǎ tǊƻƳƻǘƛƻƴέ ƛƴƛǘƛŀǘƛǾŜ ƛƴ мффоΦ ¢ƘŜ ƛƴƛǘƛŀǘƛǾŜ brought 

mobile savings units to the doorsteps of MADB loan clients, and enabled farmers to open 

savings accounts in MADB branches and agencies all over the country. Microfinance was 

introduced in Myanmar in 1997 by the UNDP as part of its Human Development Initiative 

(HDI) programme. Project implementation was initially subcontracted to three implementing 

partners ς Private Agencies Collaborating Together (PACT, USA) for the Dry Zone, GRET 

(France) for Shan State and Grameen Trust (Bangladesh) for the Delta Zone.   

However, state control remained at the community level. In 1992, the Co-operatives Act was 

ƛƴǘǊƻŘǳŎŜŘ ǿƘƛŎƘ άŜƴǎƘǊƛƴŜŘ ŀ ǘƻǇ-down, imposed co-operative structure, with a minimal 

sense of owƴŜǊǎƘƛǇ ƻŦ ǎŜŎƻƴŘŀǊȅΣ ǘŜǊǘƛŀǊȅ ŀƴŘ ŀǇŜȄ ǎǘǊǳŎǘǳǊŜǎέ όCŜǊƎǳǎƻƴΣ нлмоύΦ ¢ƘŜ ǘƻǇ-

down structure was reinforced in 1998 under the Co-operatives rules.  

The opening up of the financial sector was met with a rapid expansion up until the banking 

crisis in 2003. In 2002, the Law to Control Money and Property Obtained by Illegal means 

was issued following the Financial Action Task Force (FATF) announcement that declared 

aȅŀƴƳŀǊ ŀ άƴƻƴ-co-ƻǇŜǊŀǘƛǾŜέ ƧǳǊƛǎŘƛŎǘƛƻƴ ŀƴŘ ǘƘŀǘ ǘǿƻ ƻŦ aȅŀƴƳŀǊΩǎ ƭŀǊƎŜǎǘ ōŀƴƪǎ ǿŜǊŜ ƻŦ 

ΨǇǊƛƳŀǊy money-ƭŀǳƴŘŜǊƛƴƎ ŎƻƴŎŜǊƴΩΦ CƻƭƭƻǿƛƴƎ ǘƘŜ ŀƴƴƻǳƴŎŜƳŜƴǘΣ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ 

ƛƴǎǘƛǘǳǘŜŘ ǎŀƴŎǘƛƻƴǎ ŀƎŀƛƴǎǘ aȅŀƴƳŀǊΩǎ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳΦ ¢Ƙƛǎ ǎŀǿ ŀ ǊŜ-emergence of the 

state run financial sector, with banks being placed under the Central Bank of Myanmar 

(CBM) during the height of the crisis. In addition, the licences of the two largest private 

banks were revoked, reinstating the MEB as the largest bank in terms of assets.  

In 2008, the government of Myanmar passed a new constitution paving the way for 

democratic elections in 2011. This brought about reforms looking to stimulate economic 

activity and reduce the incidence of poverty in Myanmar. The financial sector was thus 

opened up and in 2011 ushered in the following developments: eleven banks were licensed 

as authorized foreign currency dealers trading with each other and domestic customers, six 

private banks were issued licences to operate money market counters, and the first ATM 

was launched in Myanmar since 2003. In 2012, Visa cards were introduced at two private 

banks, Western Union officially started operations on its money transfer services and 

MasterCard became the first payments network to issue a licence to a Myanmar bank to 

issued branded cards. In 2013, the government ended a 50 years of state-run insurance 

monopoly and issued licences to private insurance companies. New insurance regulations to 

support the newly licenced private insurance companies are currently under review and are 

expected to be released in 2014. However, the government is still cautious about protecting 
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local ownership during reforms. The government will not allow foreign investors to enter the 

insurance market until at least 2015, which is similar to the policy around banks where joint 

ventures will only be allowed starting in 2014.  

The new constitution and democratic elections brought about a renewed policy focus on 

poverty alleviation through increasing and improving financial access by means of MFIs and 

co-operatives. In 2011 the government set up the Microfinance Supervisory Committee 

(MSC) to oversee the development of the regulatory framework introduced in 2011. 

Following the introduction of the Microfinance Law, 189 microfinance institutions have been 

registered. They include a mix of International Non-governmental Organisations (INGOs), 

domestic Non-governmental Organisations (NGOs), co-operatives and for-profit local and 

foreign companies. In 2013, the Ministry of Co-Operatives officially announced their plan to 

have a co-operative in all the 60 000 villages in Myanmar by adding 5 000 each year in order 

to expand access to financial services. In December 2013, CBM passed a new directive on 

mobile banking.    

2.2. Public policy objectives 

Increasing access to financial services is a major goal of the Government of the President of 

the Union of Myanmar, U Thein Sein. Although increasing such access is not an end in itself, 

improving access to financial services achieves higher policy objectives. Such objectives are 

reflected in Article 3 of the Microfinance Law and include: reducing the poverty of grass root 

communities, social development, improved education and health of such communities as 

well as assisting them with other means of earning a livelihood including agriculture and 

livestock breeding, creating jobs, nurturing and cultivating a savings habit, encouraging 

emergence of Small and Medium Enterprises (SMEs) and facilitating cottage businesses as 

well as acquiring and disseminating technical know-how from local and abroad. In order to 

design an appropriate national strategy for financial inclusion, it is therefore important to 

understand the overarching policy objectives which financial inclusion is intended to 

achieve. From recent pronouncements of the government of Myanmar3, the following are 

suggested as the primary policy objectives the government seeks to achieve through 

improved access to financial services over the next few years: 

1. Improved household welfare, especially in rural areas. FinScope revealed that nearly 69% 

of the Myanmar population lives in rural areas, where poverty is reported to be twice as 

high compared to urban areas (UNDP, 2011). Although contradicting signals exist, 

multiple sources report declining standards of living in rural areas over the past decade. 

The Myanmar Government recognises rural poverty as an area that needs addressing 

and has set a goal to reduce poverty from 26% (UNDP, 2011) to 16% by 2015 which is in 

accordance with Millennium Development Goal-1. This was relayed in an address to the 

Central Committee in 2011 by the Chairman of Rural Development and Poverty 

Alleviation Central Committee, President U Thein Sein (President Office, 2011). 

2. Increase agricultural productivity to enhance food security. Channelling productive credit 

ŀƴŘ ǊŜƭŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ǘƻ aȅŀƴƳŀǊΩǎ ŦŀǊƳƛƴƎ ǇƻǇǳƭŀǘƛƻƴ ƛǎ ƻŦ ŎǊƛǘƛŎŀƭ ƛƳǇƻǊǘŀƴŎŜΦ 

LƴŎǊŜŀǎŜŘ ŦƻƻŘ ǇǊƻŘǳŎǘƛƻƴ ǿƛƭƭ ǎŀŦŜƎǳŀǊŘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƭƛƳƛǘŜŘ ŦƻǊŜƛƎƴ ŜȄŎƘŀƴƎŜ 

                                                
3 At the opening ceremony of the Rural Development and Poverty Alleviation Committee, His Excellency President U Thein Sein 
presented eight fundamental poverty addressing tasks to be performed by ministries and state organs. The development of 
micro savings and credit enterprises, one of the eight national development priorities, was assigned to the Ministry of Finance 
and Revenue. The Microfinance Law also states the first duty of the Microfinance Business Supervisory Committee as 
implementing the microfinance-related policy objectives. 
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reserves in that domestic food security would enable the channelling of foreign 

exchange reserves to investments instead of using them to import food to supplement 

shortages. As result, interventions to extend credit to the agricultural sector (for 

example through the MADB) should not just be evaluated from a financial inclusion 

perspective.  The larger strategic objectives being pursued should also be considered.  

3. Improve development opportunities for SMEs. aƻǎǘ ƻŦ aȅŀƴƳŀǊΩǎ ƛƴŦƻǊƳŀƭ ŜŎƻƴƻƳƛŎ 

ŀŎǘƛǾƛǘȅΣ ǿƘƛŎƘ ŎƻƴǎǘƛǘǳǘŜǎ ŀǇǇǊƻȄƛƳŀǘŜƭȅ ртΦп҈ όнллрύ ƻŦ aȅŀƴƳŀǊΩǎ ƻverall economic 

activity ς or Gross Domestic Product (GDP), is operated through micro and small 

enterprises. These are found in rural and urban areas where they face similar 

operational and growth challenges. In both areas, most micro and small enterprises 

currently have to utilise expensive unregulated credit to buy stock and equipment and 

expand their businesses, their business risks are not covered by insurance and they 

typically utilise unregulated payment services for trade purposes. 

4. Improve levels of formal financial intermediation to fund growth and development. The 

ŀōƛƭƛǘȅ ƻŦ ŀ ŎƻǳƴǘǊȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎŜŎǘƻǊ ǘƻ ƛƴǘŜǊƳŜŘƛŀǘŜ ŦǳƴŘǎ ŜŦŦƛŎƛŜƴǘƭȅ ōŜǘǿŜŜƴ ǘƘƻǎŜ 

who wish to save and those who wish to invest in productive enterprises is critical for 

ǘƘŜ ŎƻǳƴǘǊȅΩs growth. This deprives the country of the growth potential facilitated by 

formal sector intermediation. Migrating pent-up or privately intermediated savings into 

ǘƘŜ ŦƻǊƳŀƭ ŦƛƴŀƴŎƛŀƭ ǎŜŎǘƻǊ ƛǎ ǘƘŜǊŜŦƻǊŜ ŎǊƛǘƛŎŀƭ ǘƻ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŦǳǘǳǊŜ ƎǊƻǿǘƘΦ 

For financial services to facilitate the achievement of these four objectives, strategies 
targeting all four financial services (credit, savings, payments and insurance) and the 
spectrum of providers (both formal and informal) will be required to engage with the issue. 
Our current assessment is that no single provider category will be able to realise the 
aforementioned objectives on its own and we therefore currently assess that a co-ordinated 
approach would be advisable. Moreover, additional benefits could be derived from co-
ordinating financial services development strategies and broader development strategies in 
achieving these objectives. 
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3. aŀŎǊƻ ŘǊƛǾŜǊǎ ŦƻǊ ƳŀǊƪŜǘ ŘŜǾŜƭƻǇƳŜƴǘ 

To achieve the broad public policy objectives stated above it is critical to understand the 
underlying drivers or currents that will determine the evolution of financial services over the 
next five to ten years, as well as the macroeconomic context within which it develops. These 
underlying currents in the non-financial sector will not necessarily be affected by the 
financial sector policy but will determine the impact of such a policy. Identifying and 
understanding these drivers can assist in drawing the bounds of possibility for financial 
access initiatives. 

3.1. Impact upon the demand for and nature of financial services 

The first set of drivers will tend to increase the absolute demand for financial services and 
also shape the nature of this demand: 

Strong economic growth and rising personal incomes. aȅŀƴƳŀǊΩǎ ŜŎƻƴƻƳȅ Ƙŀǎ ǎƘƻǿƴ 
substantial growth since its liberalisation and is predicted to continue on this trend. GDP is 
on track to grow by 6.5% by the end of the fiscal year 2013 (ending 31 March 2014) and is 
predicted to grow by 6.8% in 2014. McKinsey (2013) predicts that the size of the economy 
has the potential to quadruple from USD 45 billion in 2010 to over USD 200 billion in 2030 
This would translate into an increase in per capita GDP (PPP) from USD 1 300 in 2010 to USD 
5 100 by 2030 and move around 18 million people out of poverty. Growth is supported by 
investor optimism following policy reforms, the reinstatement of Myanmar in the European 
¦ƴƛƻƴΩǎ DŜƴŜǊŀƭƛȊŜŘ {ȅǎǘŜƳ ƻŦ tǊŜŦŜǊŜƴŎŜǎ ŦƻǊ Řǳǘȅ-free and quota-free market access, and 
a gradual easing of restrictions on financial institutions that facilitates credit to the private 
sector (ADB, 2014). Higher incomes and the accumulation of assets increase the demand for 
financial services across payments, savings, credit and insurance. It also leads to an 
increasing demand for more sophisticated financial services.  

Movement of people, goods and services. Myanmar has traditionally enjoyed substantial 
cross-border trade, especially in agricultural goods, with China to the Northeast and Thailand 
to the South. The estimated number of Myanmar citizens working outside of Myanmar is 
indicated to range between 2 and 6 million (Hall, 2012). These trends (trade and migration) 
will further be strengthened by the formation of the Association of Southeast Asian Nations 
(ASEAN) common market, which is foreseen to take place in 2015. Internal migration within 
Myanmar from rural areas to the cities to seek employment is also significant given the 
growing incidence of landlessness in rural areas (Integrated Household Living Conditions 
Assessment (IHLCA, 2011). McKinsey (2013) ŜǎǘƛƳŀǘŜǎ ǘƘŀǘ ǘƘŜ ǎƘŀǊŜ ƻŦ aȅŀƴƳŀǊΩǎ 
population that live in large cities (more than 200 000 inhabitants) could double from just 
13% today, to around one-quarter of the total population in 2013. The extensive movement 
of people and goods across the borders and within the country can create strong demand 
for money transfer services and remittances. 

Consumer culture taking root, particularly in urban areas. Industry consultation with retailer 
groups indicated that higher levels of urban confidence in the economy were leading to 
increased levels of discretionary expenditure. International brands have been moving into 
Myanmar to create a presence in the hope of capturing one of the last untapped markets 
left. The Myanmar population have shown a liking to South Korean culture which has been 
used to sell goods such as cars, beauty products (fastest growing consumer market) and 
other luxury goods. The growing consumerism in urban areas will create a strong demand 
for retail credit services as well as new electronic payment instruments.  
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Rural population heavily employed in agriculture susceptible to price fluctuations. Although 
agriculture as a proportion of GDP has been declining over the past decade, it contributed to 
as high as 36.4% of the GDP as of 2010 (Kudo et al., 2013), and as such is still the single 
largest sector in the economy. Of the economically active, about 54% are employed in 
agriculture, which provides a livelihood to 70% of the population (World Bank, 2013). Up to 
80% of agricultural GDP is derived from crop production, with the remainder coming from 
livestock and fisheries (Cho et al., 2013). The proportion of the population that is dependent 
on the sale or exportation of agriculture products as their primary source of income affects 
the financial products needed in the households. Agricultural activities are high risk as the 
yield is weather dependent and profits are a function of volatile prices. Historically, prices 
have been impacted by fluctuations in the foreign exchange rate and inflation driven largely 
ōȅ ƻƛƭ ŀƴŘ Ǝŀǎ ǎŀƭŜǎΦ ¢Ƙƛǎ ƛǎ ŎƻƳƳƻƴƭȅ ƪƴƻǿƴ ŀǎ ά5ǳǘŎƘ ŘƛǎŜŀǎŜέ4 and has resulted in 
depressed agricultural prices and impacted the profitability of many farmers. This has forced 
many farmers and businesses to curtail output and close all together (Myanmar Agriculture 
in 2011, Harvard Ash Centre 2011). This problem will not dissipate if managed incorrectly as 
gas exports have been increasing and were estimated to reach a high of USD 3.6 billion in 
2012/2013, surpassing the 2011/2012 record (World Bank, 2013).   

High levels of informality. The majority of economic activity is conducted outside of the 
formal sector. A global study examining 162 countries ranked Myanmar as having the 9th 

highest level of informal activity5 as a ratio of total economic activity. The profiles of self-
employed and informally employed individuals often do not permit them to access 
commercial banking services with ease, because, among other reasons, they are not able to 
provide proof of a regular income. These citizens need specially adapted financial services 
that allow for their inclusion, given their circumstances.  

Inflation undermines the value of certain financial services. Myanmar has experienced high 
price volatility, with inflation varying between 0% in 2000 and 58% in 2002. Inflation 
averaged 2.8% in 2012/2013, but has been on the rise in recent months reaching 7.3% in 
August 2013 (World Bank, 2013). High inflation can have several effects on how a population 
interacts in the financial sector. It disincentives savings as money loses its function as a store 
of value and change behaviour. In times of high inflation, people tend to restrict the amount 
of wealth held in money and prefer to only hold money that is necessary for immediate 
needs. Insurance is affected in a similar way as the value of insurance is devalued as the 
currency diminishes.  

Second round effects of the global financial crisis. The financial crisis did not affect Myanmar 
directly but the second round affects are proving to be significant. These effects have led to 
a decrease in exports, remittances and migration. Farmers, particularly in cyclone-affected 
areas, are being hit by fluctuating prices for agricultural products and inputs. Migrant 
workers who worked in neighbouring Asian countries where the wages are higher than those 
received in Myanmar are losing jobs and being forced to return home. Newspapers have 
reported on migrants returning home from Singapore, Malaysia, South Korea, and Middle 
Eastern countries. This has a significant effect of decreasing household income as well as 
flooding the labour market.  

                                                
4 Dutch disease commonly occurs when a country exports a single commodity to the world market. The demand for the 
commodity pushes ǳǇ ǘƘŜ ǾŀƭǳŜ ƻŦ ŎƻǳƴǘǊȅΩǎ ŎǳǊǊŜƴŎȅ ǊŜƭŀǘƛǾŜ ǘƻ ƻǘƘŜǊ ŎǳǊǊŜƴŎƛŜǎΦ ¢Ƙƛǎ ƛƴ ǘǳǊƴ ŘǊƛǾŜǎ ǳǇ ǘƘŜ Ŏƻǎǘ ƻŦ ƻǘƘŜǊ ƎƻƻŘǎ 
and services that they are exporting, namely agriculture and/or manufacturing. 
5 The informal economy refers to activities and income that are partially or fully outside government regulation, taxation, and 
observation. World Bank, 2013.  Workers in the Informal Economy. [Online] Available at: 
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTSOCIALPROTECTION/EXTLM/0,,contentMDK:20224904~menuPK:584
866~pagePK:148956~piPK:216618~theSitePK:390615,00.html [Accessed 19 12 2013]. 

http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTSOCIALPROTECTION/EXTLM/0,,contentMDK:20224904~menuPK:584866~pagePK:148956~piPK:216618~theSitePK:390615,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTSOCIALPROTECTION/EXTLM/0,,contentMDK:20224904~menuPK:584866~pagePK:148956~piPK:216618~theSitePK:390615,00.html
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3.2. Impact upon the delivery of financial services 

Then there are factors that will have a strong influence on the manner in which financial 
services are delivered. The most important ones are as follows: 

Limited infrastructure and connectivity drives up the cost of expansion for the financial 
sector.  FinScope revealed that 69% of adults in Myanmar are found in rural areas where 
infrastructure is limited, restricting the reach of the formal financial sector. Myanmar has 
the lowest road density in Southeast Asia with 41.3 km of road per thousand square meters 
in 2005. This is compared to 352.4 km in 2006 in Thailand (ADB, 2012). Only 11.9% of the 27 
000 km road network is paved. It has the lowest per capita electricity production in 
Southeast Asia. Similarly, although mobile phone penetration is expected to grow rapidly to 
reach 50% by 2015, mobile and fixed line penetration is still low. In 2013/14 mobile 
penetration rates reached 27%6 (Eleven, 2014), while fixed line penetration was slightly 
above 1% in 2013 (Deloitte, 2013). The limited infrastructure increases costs for banks to 
expand as the building of new branches would also require the building of infrastructure to 
ǎǳǇǇƻǊǘ ǘƘŜ ōǊŀƴŎƘΦ ¢ƘŜ ƭŀŎƪ ƻŦ ǇƘȅǎƛŎŀƭ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ǿƻǳƭŘ ǊŜƴŘŜǊ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ άōǊƛŎƪ-
and-ƳƻǊǘŀǊέ ŀǇǇǊƻŀŎƘ ǳƴŦŜŀǎƛōƭŜ ŀƴŘ ǿƻǳƭŘ ǊŜǉǳƛǊŜ ŀƭǘŜǊƴŀǘƛǾŜ ŎƘŀƴƴŜƭǎ. 
Telecommunications technology would be one means in which this could be done.  
Myanmar has an opportunity to roll out mobile-based distribution solutions more cost-
ŜŦŦŜŎǘƛǾŜƭȅ ǘƘŀƴ άōǊƛŎƪ-and -ƳƻǊǘŀǊέ ōǊŀƴŎƘŜǎ ŀƴŘ ǘƻǳŎƘ ǇƻƛƴǘǎΦ ¢ƘŜ ŀǿŀǊŘƛƴƎ ƻŦ ǘǿƻ ƳƻōƛƭŜ 
ƭƛŎŜƴǎŜǎ ǘƻ bƻǊǿŀȅΩǎ ¢ŜƭŜƴƻǊ ŀƴŘ vŀǘŀǊΩǎ hƻǊŜŘƻƻ ƛƴ WǳƴŜ нлмо ƻǇŜƴŜŘ ǘƘŜ ǊŀŎŜ ǘƻ ŜȄǇŀƴŘ 
mobile infrastructure. 

Limited pool of skilled labour for the financial sector to draw upon. McKinsey (2013) 
estimates that the financial services sector could contribute up to USD 11.1 billion to GDP by 
2030 and generate 400 000 jobs The financial sector is heavily dependent on skilled labour, 
particularly the nascent insurance industry and it is doubtful whether Myanmar can produce 
enough skilled labour to meet this demand. FinScope revealed that only 7% of respondents 
reported having a higher education degree. This is supported by McKƛƴǎŜȅΩǎ ǎǘǳŘȅ ǘƘŀǘ ŦƻǳƴŘ 
that in 2010 only 5҈ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǿƻǊƪŜǊǎ ƘŀŘ ǘŜǊǘƛŀǊȅ ŀƴŘ ƘƛƎƘŜǊ ŜŘǳŎŀǘƛƻƴ ŎǊŜdentials, 
and only 15% had finished secondary education. This is extremely low compared with other 
developing countries in the region7 and has the potential to restrict growth of the financial 
sector. 

Strong culturally stable communities with local services and local institutions. The traditional 
Buddhist culture is perhaps the strongest single influence in Myanmar life with 89.4% of 
MȅŀƴƳŀǊΩǎ ŎƛǘƛȊŜƴǎ ōŜƛƴƎ Buddhist (Kuppuswamy, 2013). This has a profound influence on 
financial behaviour. For example, respect and care for parents are highly valued (with 
consequences for pension provision), the poor and orphans are often taken care of in 
communities and health care is often a shared community responsibility. As a result, many 
of the financial needs are met at the community level. In addition, there is a strong discipline 
towards debt repayment. This strong community structure influences local services and 
institutions.  

Pervasive state structures down to local level. Myanmar has strong community based 
structures established for the purposes of administrating or performing government, 
religious, relief, finance or production functions. State structures are divided into seven 

                                                
6 Global mobile penetration stood at 96% in 2013.  Source: ITU, 2013. ICT Facts and Figures. [Online] Available at: 
http://www.itu.int/ en/ITU-D/Statistics/Documents/facts/ICTFactsFigures2013-e.pdf [16 04 2014] 
7 30 percent of workers in Vietnam and Thailand have a secondary education; in Indonesia, the share is almost 50 percent, and 
in China and Malaysia, it is about 60 percent.  

http://www.itu.int/en/ITU-D/Statistics/Documents/facts/ICTFactsFigures2013-e.pdf
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regions, seven states and the Union territories. These state structures are constituted at the 
lowest levels by village tracts and wards8 and are staffed by individuals who comply with 
certain criteria (namely residing in that area and having lived there for more than ten years) 
and elected by the community9. These ward committees play active roles in community 
development activities such as immunization campaigns, religious events, election, sports 
activities, and literacy education10. The state structure is a well organised hieratical 
structure. This is one of the greatest assets to the financial sector as these state structures 
and line of communication are already used by financial institutions. 

Partly-led credit provision in the run-up to the 2015 general elections. General elections in 
Myanmar are due to take place before or on 07 November 2015. Industry consultation 
revealed that during and shortly after the by-elections in 2012 political parties had been 
active in extending credit.  CGAP/IFC estimated the Union Solidarity Development Party 
(USDP) extended credit to 500 000 clients in 2012 (Duflos et al., 2012). Interviews with USDP 
ward leaders during May 2013 revealed that credit extension through these channels had 
concluded or significantly tampered off. The absence of appropriate distribution incentive 
for ward leaders was sighted as the predominant reason for this. FinScope, which 
overlapped with this period, registered party credit from USDP and NLD but uptake numbers 
were insignificant. While party-led credit is unlikely to change the long run landscape of 
credit provision in Myanmar, it is worth monitoring in the run-up to the 2015 elections.  

3.3. Impact upon the regulation and supervision of financial services 

Finally, recent history has also shaped the attitudes to regulation and supervision of financial 
services:  

Local ownership and indigenisation underlying political reform and opening up. Myanmar has 
cautiously introduced reforms that open up the economy and financial sector, while 
retaining local ownership. Current regulation does not allow for foreign ownership of banks 
or insurance companies. The government intends to open up the banking sector to foreign 
entrants in 2014, but only through joint-ventures. The insurance sector will only be opened 
up to foreign investment in 2015. This drive to protect local ownership and indigenisation 
has been a constant of the government of Myanmar since its independence (see Section 2.1) 
and will be an underlying driver of economic reform.  

Impact of 2003 banking crisis. The government authorities may feel overly cautious during 
the process of liberalisation, as the previous attempt to open the economy lead to the 
banking crisis in 2003. The banking crisis followed a period of market revival and economic 
reform.  The government would be concerned about a reoccurrence of this crisis and it may 
cause the supervisor to apply very strict prudential controls to protect the solvency of the 
banking sector, while potentially undermining the use of innovative distribution channels for 
the provision of financial services (Turnell, 2003).  

  

                                                
8 Constitution of the Republic of the Union of Myanmar (2008). Chapter 2 Section 49,pg 13-18 [online] Available from: 
http://www.burmalibrary.org/docs5/Myanmar_Constitution-2008-en.pdf   Accessed: 13 March 2013 
9  Republic of the Union of Myanmar: Ministry of Home Affairs (2012). The Ward or Village Tract Administration Law.      Chapter 
3 - 4 Section 3 ς 8. [Online] Available from: http://www.burmalibrary.org/docs15/2012-
Ward_or_Village_Tract_Administration_Bill-2012-02-24-en.pdf [Accessed: 16/07/13. 
10 Qualitative demand-side summary report. MAP in Myanmar (2012). Section 2.1.2.    

http://www.burmalibrary.org/docs5/Myanmar_Constitution-2008-en.pdf
http://www.burmalibrary.org/docs15/2012-Ward_or_Village_Tract_Administration_Bill-2012-02-24-en.pdf
http://www.burmalibrary.org/docs15/2012-Ward_or_Village_Tract_Administration_Bill-2012-02-24-en.pdf
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4. 5ŜƳŀƴŘ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ  

The following section will provide an overview of the relevant demand-side characteristics of 

the adult population of Myanmar in order to better understand the nature of demand for 

financial services. These characteristics include demographic, employment and income 

considerations that will influence the current uptake and potential future demand for 

financial services. This view is supplemented by Section 4.2, where target groups for 

financial inclusion interventions have been identified based on key economic groups.  

Within this section, if no specific references are made, it should be assumed that data was 

obtained from the 2013 FinScope Survey.  

4.1. Demographic and income information 

Myanmar has a large, predominantly rural and aging population. aȅŀƴƳŀǊΩǎ ǇƻǇǳƭŀǘƛƻƴ ƻŦ 
60.9 million (NSO, 2013) ranks as the 24th largest population in the world (World Bank, 2013) 
and the 5th largest population of the 10 Southeast Asian countries. It is estimated that 69% 
of the population is located in the rural areas, making it the 2nd largest rural population in 
Southeast Asia. The remainder of the population, classified as urban for the purpose of this 
study, are located in metropolitan areas11 (9%), semi - urban12 (2%) and towns (19%). Only 
29% of the population are younger than 14 years with the majority of the population (62%) 
between the ages of 15 to 59 and 9% of the population 60 years and older.  
 
The population is predominately Buddhist, Burman and function within a strong family 
structure. Qualitative respondents cited religion as a fundamental driver of behaviour in 
Myanmar. The Institute of Peace and Conflict Studies (IPCS) found that 89.4% of the adult 
population reported to be Buddhist.  The remaining religious groups were Christian (4.9%), 
Muslim (3.9%), Animist (1.2%) and Hindu (0.5%).  Myanmar has 135 ethnic groups, of which 
Burmans (69%) are the most predominant.  The population is made-up of approximately 14 
million households with an average household size of 4.8 individuals13.  Of the adult 
population, 72% reported to be married and qualitative research revealed that it is common 
for up to three generations to live and contribute to the same household.  

                                                
11 Yangon and Mandalay  
12 Chief cities of states and regions  
13 4.7 urban and 4.9 rural 
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Figure 2: Demographic breakdown by religion, ethnicity, age and rural vs. urban. 

Source: Institute of Peace and Conflict Studies (IPCS) and FinScope 2013   

Low levels of skilled labour. According to the UNDPs Human Development Index, in 2012, 

Myanmar ranked 149 (out of 185 countries rated) for the average number of years of 

education completed by people aged 25 years and older  ό¦b5t I5LΣ нлмоύΦ aȅŀƴƳŀǊΩǎ 

average stood at 3.9 years. An alternative assessment by the Asian Development Bank (ABD) 

indicates that the number is 4.8 years. According to FinScope, 63% of the population have no 

education or only have basic education, 30% reported having secondary education and 7% 

reported having higher education. Primary school (grades 1 to 5) Net Enrolment Ratio 

(NER)14 stands at 84.6%, despite it being compulsory (JICA, 2013). In addition, less than 60% 

of these pupils complete grade 5. Lower secondary (grade 6 to 9) school NER stands at 

47.2%, upper secondary (grade 10 to 12) school NER stands at 30% and tertiary NER stands 

at 15%. The regional NER averages for primary, secondary and tertiary schooling are 96%, 

73% and 30% respectively (UNESCO 2011). 

Large and potentially growing group of domestic and international labour migrants. Large 

portions of the economically active population have migrated to urban centres or abroad to 

seek better employment prospects. Myanmar has a relatively high rate of urbanisation at 

2.6% per annum15. This is above the global annual average of 1.9%a, as well as the rate of 

more advanced economies such as Thailand, which has an urbanization rate of h 1.4% per 

                                                
14 NER is the number of pupils in the theoretical age group who are enrolled expressed as a percentage of the same population. 
15 LǘΩǎ ƴƻǘ ǇƻǎǎƛōƭŜ ǘƻ ŘŜŘǳŎŜ ŦǊƻƳ ǘƘŜ Řŀǘŀ ƛŦ ǊǳǊŀƭ ǘƻ ǳǊōŀƴ ƳƛƎǊŀǘƛƻƴ ƛǎ ǇǊƛƳŀǊƛƭȅ ŘǊƛǾŜƴ ōȅ ƳƛƎǊŀƴǘ ǿƻǊƪŜǊǎ ƻǊ ǊŜƭƻŎŀǘŜŘ 
families. Various studies do however indicate to the prevalence of migrant workers.   
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ŀƴƴǳƳΦ IƻǿŜǾŜǊ ƛǘ ƛǎ ƭƻǿŜǊ ǘƘŀƴ aȅŀƴƳŀǊǎΩ ƭŜǎǎ ŘŜǾŜƭƻǇŜŘ {ƻǳǘƘŜŀǎǘ !ǎƛŀƴ ǇŜŜǊǎ ǎǳŎƘ ŀǎ 

Laos which has a rate of 5.1% per annum (CIA, n.d). The estimated number of Myanmar 

labourers working outside of Myanmar ranges significantly, between two and six million 

(Human Rights Document Unit, 2008). According to CARAM (2010) 48% of all Immigrants are 

women. Industry consultations suggest that the largest remittance corridors are with 

Thailand, Malaysia, Singapore and the United Arab Emirates. This was confirmed by FinScope 

which estimates 1.9 million adults received remittances in the last twelve months from 

Thailand, about 700 000 from Malaysia and about  120 000 from Singapore. IFAD estimated 

the total 2012 remittances at USD 566 million, which is approximately 1.1% of GDP  (IFAD, 

2013). 

Thailand home to largest number of Burmese migrants. There are an estimated two million 

Myanmar labourers in Thailand, employed predominantly in low-skilled occupations in the 

agricultural, construction and fisheries industries (Chantavanich, 2012). The majority of this 

migration takes place along the border of Thailand via the Kayin and Tanintharyi states. Of 

the remittance sent from Thailand, about 68% goes to parents, 15% goes to siblings, 10% 

goes to children and 7% goes towards the support of spouse(s) and others (Deelen & 

Vasuprasat, 2010). 

Lowest income levels in region with high incidences of poverty. According to World Bank 

Myanmar is the poorest country in Southeast Asia. FinScope estimates the average monthly 

income to be K 93 527 (about USD 99 per month or just more than USD 3.5 per day). Figure 

3 below indicates that, of those adults who responded to the income question in the 

FinScope questionnaire, 19% live on less than USD 1 per day and 43% live below the 

acceptable minimum wage for day labourers of USD 216 per day. The Gini coefficient was 

determined to be 0.49 (IFPC, 2013). 

Figure 3: Income distribution 

Source: Finscope 2013 

                                                
16Note that the exchange rate has not been adjusted for Purchasing Power Parity (PPP). And exchange rate of USD 1 = Kyat 946 
Kyat was used to calculate the dollar equivalent.  
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Urban wages significantly higher than rural wages. The reported average monthly income in 

urban areas (K 126 004/USD 133) was 59% higher than rural areas (K 79 351/USD 83.9). In 

addition, the number of individuals in urban areas living below USD 1.00 (9%) and USD 2.00 

(12%) a day is significantly less than their rural counter parts (17% and 21% respectively). 

The average income is significantly different within urban areas with the larger metropolitan 

areas of Yangon and Mandalay average income of K 165 366 (USD 175), semi urban areas 

with K 108 576 (USD 115) and towns with K 112 556 (USD 119). This represents an intra-

urban variation between lowest and highest average of nearly 50%. Wage differentials 

between provinces are also significant with the highest income province of Tanintharyi, 

which boarders Thailand, where the average income is in excess of 250% of the average 

income of the lowest income province of Rakhine. Lastly, significant wage differentials exist 

between agricultural zones with the highest average income in the Plain and Delta Zone, 

with K 103 200 (USD 109), compared to the lowest income agricultural zone, which is Coastal 

Zone, with K 85 822 (USD 91).  

Agriculture is the largest economic activity by number of participants. 19.8 million adults or 

6.97 million households (50% of the adult population) report being involved in farming. This 

figure only includes adults who are involved in farming and does not include adults who are 

farm workers, although there may be overlaps between the two groups17. Adults involved in 

farming can be divided into 3 groups, described in Table 1 below: (i)Those whose main 

income is from farming; (ii)those for whom farming is a secondary income source; and (iii) 

those who are dependent on other household members for income but whose households 

are involved in farming (family dependents of farming households). Those whose main 

source of income is from farming constitutes 61% of all adults whose households is involved 

in farming, or 30% of all adults. 

 

Farming groups Number of adults 
% of adults whose households 
are involved in farming 

Main income farming 12 098 928 61% 

Farming as secondary 
income 3 264 502 17% 

Family dependents of 
farmers 4 412 523 22% 

Total 19 775 953 100% 

Table 1: Farming groups 

Source: FinScope 2013 

For an overview of the agricultural activities as reported by all adults whose households are 

involved in farming, please refer to Section 14.5, Annex A: Credit products. An Agricultural 

note summarising the agricultural content and main findings from the MAP Myanmar 

Country Diagnostic report will also be available as a separate deliverable. 

                                                
17 Our analysis deal with adults who are farm workers as a separate economic group (see Section 4.2). 



 

18 
 

4.2. Segmenting the market 

In order to assess the nature of take-up and to identify key priority areas for future 

extension of financial services, it is important to understand the key parameters of priority 

economic groups and identify target groups. The parameters of the target groups will form 

the basis for assessing the appropriateness of institutions and the products they offer to 

meet the needs of the target groups.  

The segmentation was derived in two stages. Firstly, economic groups were identified based 

on the main sources of income as reported by FinScope. Nine economic groups were 

identified: Farmers, Formal enterprises, Informal enterprises, Farm workers, Government 

employees, Employees of formal private employees, Salaried private individuals (private 

employees not working for companies or government), Piece or casual workers, and 

Remittance dependents. These economic groups were evaluated based on key parameters 

as they influence the nature of the groups demand for financial services (income, gender, 

geography, age, education levels, use of mobile phones and take-up of financial services). 

Based on this evaluation the economic groups were grouped into five key target groups for 

financial services: 

 

¶ Farmers ς are adults that reported to be self-employed (farming their own land or 

family land) in engagements involving crop cultivation and livestock keeping.  

¶ Formal enterprises ς are enterprises that are considered regulated or licensed to 

operate. This segment represents adults who are self-employed and own and 

operate their own enterprises. 

¶ Informal enterprises ς are enterprises that are not licensed to operate. This 

segment represents adults who are self-employed and own and operate their own 

enterprises. 

¶ Formal consumer market ς consists of employees who are employed in the formal 

private sector (Employees of formal private companies) or in the public sector 

(Government employees). 

¶ Informal consumer market ς consists of adults who receive wages from the informal 

market (Piece or casual workers as well as Farm workers), adults who receive a 

salary from the informal market (Salaried private individuals) and those who rely on 

remittances (Remittance dependants.  

Table 2 below compares these different target groups based on the following parameters: 

1. Number of adults in a group ς Farmers make up the largest category of economic activity 

and represent their own defined target group. They represent 12.1 million adults or 30% 

of the adult population. Adults considered as Informal enterprises (12%) are almost 

equal to those who receive wages as casual workers and piece workers from informal 

institutions (10%). Remittance dependants are the smallest economic group (1% of 

adults). 

2. Average monthly income18 ς Formal enterprises reported having the highest average 

monthly income at K 211 891 (USD 224) followed by Employees of formal private 

companies at K 129 288 (USD 137). Informal enterprises and Government employees 

followed closely at K 125 676 (USD 133) and K 115 909 (USD 123) respectively. Farmers 

                                                
18 Of those adults who reported their monthly income 
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and adults in the Informal consumer market all received a monthly income below K 

100 000 (USD 106). 

3. Percentage of group not using any regulated/unregulated financial services ς

Government employees registered the lowest level of use (35%). Adults in the Informal 

consumer market registered the highest level of financial services use (62% for Salaried 

private individuals, 57% for Remittance dependents and 54% for Piece or casual 

workers). 

4. Percentage of group currently owing - the proportion of adults that have debt in each 

segment at the time of the study. The segment with the highest proportion of debt was 

Farmers at 62% compared to all the other segments, which was below 50%. 

5. Percentage of group that resides in rural areas - represents the rural urban distribution. 

Farmers and the Piece or casual workers groups had the highest percentage of adults 

residing in rural areas (93% and 70% respectively). The lowest percentage of adults 

residing in rural areas includes Formal enterprises (25%), Employees of formal private 

companies (27%) and Government employees (32%).   

6. Percentage of group that are male ς demonstrates the gender split in every segment. 

The segments that have the highest proportion of males include Employees of formal 

private companies (72%), Salaried private individuals in the Informal consumer market 

(69%), Farmers (62%) and wage recipients in the Informal consumer market (61%), 

which includes Piece or casual workers. 

7. Percentage of group aged less than 35 years ς provides an overview of the age 

distribution. The highest proportion of individuals under the age of 35 include Farm 

workers (46%), Employees of formal private companies (37%), Piece or casual workers 

(36%) and Salaried private individuals in the Informal consumer market 

(35%).Remittance dependants are the oldest group with only 7% of adults under the age 

of 35.  

8. Percentage of group that reported owning a mobile phone ς represents ownership of 

mobile phones. Those who are self-employed in formal enterprises (Formal enterprises 

group) contain the highest proportion of mobile phone ownership (63%). Government 

employees and employees of private companies follow with 48% and 43% mobile phone 

ownership. Farm workers and Piece or casual workers have the lowest mobile phone 

ownership at 5% and 12%. 

9. Percentage of group that has no or only basic education ς demonstrates literacy levels. 

The largest proportion of adults with no or only basic education includes Farmers (70%), 

Piece or casual workers (69%) and Remittance dependents (68%). Government 

employees followed by Employees of formal private companies have the highest 

education levels (secondary and/or tertiary education. with 82% and 67%, respectively. 

Note on segmentation methodology:  The goal of the segmentation exercise is to identify 

key priority target groups for the extension of financial services. Although a large proportion 

of the population was captured in the segmentation exercise (72% of adults) the use of 

economic groups and remittance receivers to identify priority target groups resulted in the 

exclusion of the economic inactive. This is in-line with the G-20 definition of financial 

inclusion which focuses only on working adults (see Section 1).  The largest group of 

individuals excluded from the segmentation exercise were adult household dependents who 

account for 27% of the adult population. This group is mostly female (76%), and are mostly 

spouses (44%), parents (19%) or other family members (9%) of the head of household. 
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  Farming 
Formal 
enterprises 

Informal 
enterprises 

 
Formal consumer market 

 
Informal consumer market 

Metric 
Total adult 
population Farming 

Formal 
enterprises 

Informal 
enterprises 

Employees of 
formal private 
companies 

Government 
employees 

Piece/ 
casual 
workers 

Farm 
workers 

Salaried 
private 
individuals 

Remittance 
dependents 

Number of adults in 
group 

39 777 041 
(100%) 

12 098 928 
(30.4%) 

2 521 343 
(6.3%) 

4 687 722 
(11.8%) 

765 505 
(1.9%) 

968 030 
(2.4%) 

4 028 021 
(10.1%) 

2 178 101 
(5.5%) 

725 503 
(1.8%) 

520 829 
(1.3%) 

Avg. monthly income of 
those in group who 
reported income (ratio 
to average income) 

K 93 527/ 
USD 99 

(1) 

K 89 723/ 
USD 95 
(0.96) 

K211 891/ 
USD 224 

(2.3) 

K 125 676/ 
USD  133 

(1.3) 

K 129 288/ 
USD 137 

(1.4) 

K 115 909/ 
USD 123 

(1.2) 

K 66 836/ 
USD 71 
(0.7) 

 
K 48 611/ 
USD 51 
(0.5) 

K 86 319/ 
USD 91 
(0.9) 

K 62 309/ 
USD 66 
(0.7) 

% of group not using any 
regulated/ unregulated 
financial services 48.8% 41.0% 45.7% 48.4% 44.5% 35.3% 53.6% 

 
 

55.4% 62.4% 56.7% 

% of group currently 
owing  47.4% 61.8% 26.0% 41.7% 26.7% 37.7% 49.5% 

 
59.1% 44.1% 21.6% 

% of group that resides 
in rural areas 69.2% 93.3% 24.8% 52.4% 26.6% 32.2% 70.0% 

 
95.8% 45.1% 64.3% 

% of group that are male 48.7% 61.9% 55.6% 46.5% 71.8% 47.6% 61.2% 
 

56.3% 69.0% 42.6% 

% of group aged less 
than 35 years 28.9% 25.9% 23.0% 24.9% 36.9% 22.7% 36.3% 

 
45.8% 35.1% 6.7% 

% of group that reported 
using a mobile phone 
(own phone) 

41.8% 
(23.5%) 

34.8% 
(15.7%) 

73.3% 
(63.2%) 

54.1% 
(36.6%) 

72.6% 
(43.2%) 

67.6% 
(47.8%) 

33.7% 
(11.8%) 

 
28.6% 
(5.2%) 

35.5% 
(22.6%) 

30.6% 
(17%) 

% of group that has no 
or only basic education 63.2% 69.6% 32.9% 55.5% 33.4% 12.3% 68.8% 

 
86.3% 50.8% 68.0% 

Table 2: Key parameters of economic groups and target groups 

Source: FinScope 2013 
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Economic activity strongly correlated to geography. As can be expected, the majority of farm 

workers and farmers are located in rural areas. Formal enterprises, Government employees 

and Employees of formal private company were predominately urban. Informal enterprises 

were evenly split between rural and urban areas with Remittance dependents and Piece or 

casual workers located primarily in rural areas.  The largest economic groups are located 

predominantly in rural areas and have lower incomes than their smaller urban counterparts. 

Figure 4: Comparative profile of economic groups 

Source: FinScope 2013 

Significant variation in income between economic groups. Average reported monthly income 

of economic groups differs significantly based on the main source of income (See Figure 4 

above). Formal enterprises reported the highest income levels while farm workers reported 

the lowest monthly income.   

Key differences in economic activity, regularity of income, geography, age, gender and 

mobile phone usage of the target groups, will need to be incorporated into any financial 

inclusion initiatives to reach and meet the needs of each market.   

4.3. Take-up and usage of financial services 

For the purposes of this discussion, usage of financial services will be categorised according 
to the type of financial service provider through which the financial product or service is 
accessed. The type of financial service provider can be broadly classified as regulated and 
unregulated providers (see Box 2, below). Regulated providers in the general take-up section 
(Section 4.3.1) will cover institutions regulated for the provision of financial services such as 
{ǘŀǘŜ CƛƴŀƴŎƛŀƭ Lƴǎǘƛǘǳǘƛƻƴ ό{CLύΩǎΣ aCLǎΣ ŎƻƳƳŜǊŎƛŀƭ ōŀƴƪǎΣ Ŏƻ-operatives and pawnshops. 
Unregulated providers include individuals and institutions such as: employers, savings 
groups, money lenders, village funds, religious institutions and agricultural buyers. This 
category does not include loans obtained from friends and family. Product specific take-up 
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and usage will be dealt with in each individual product sections (Sections 7 - 10). Regulated 
institutions in the product sections will include institutions that are regulated for the 
provision of the financial services in question (e.g. credit or insurance). 

Box 2: Categorisation of financial institutions and the revised access strand 

Financial services providers in Myanmar can be broadly categorised into regulated and 

unregulated providers: 

Regulated financial services providers are registered legal entities that are regulated for the 

provision of financial services. If a financial services provider is registered with a public 

authority and its activities are subject to regulation which permits it to provide financial 

services, whether a public authority supervises its provision of financial services from a 

prudential or market conduct perspective or not, it is considered a regulated financial 

services provider. 

Unregulated financial services providers are not registered with any public authority for the 

provision of financial services and are not subject to any institutional, prudential or market 

conduct supervision in their provision of financial services.  Even though legislation or 

regulation may exist that govern their provision of financial services, unregulated providers 

do not comply with such regulation and are therefore not subject to any public supervision 

or control. Likewise, if an entity is registered with a public authority, but not for the 

provision of financial services; and no regulation exists that govern their provision of 

financial services, the entity will be an unregulated provider. 

An access strand is a tool used to illustrate take-up of financial products or services from 

different categories of financial services providers based on the level of public control and 

supervision applied to the financial services provider, while placing an emphasis on 

regulated financial services providers. The access strand consists of four distinct groups: 

¶ Financially excluded: This group consist of adults who do not access financial products 

or services from either regulated or unregulated financial services providers, and who do 

not demonstrate financial activity with family, friends or themselves.  

¶ Individuals who only demonstrate financial activity with family, friends or themselves: 

This group consists of adults who illustrate financial activity through friends, family or 

themselves. This financial activity includes saving at home or with family or friends, 

borrowing from family or someone you know, sending money to someone via family or 

friends, or using a savings or borrowing mechanisms in response to having experienced 

an insurable event (ex-post financial mitigation)19. 

¶ Financially included through unregulated financial products and services only: This 

group is comprised of adults who are financially included through the take-up of 

financial products or services from unregulated providers. However, this group does not 

include individuals who also have any financial products or services from regulated 

providers.  

¶ Financially included through regulated financial products and services: This group is 

                                                
19 This last category is captured as individuals who only demonstrate financial activity with family, friends or themselves in the 
insurance access strand regardless of the regulated or unregulated nature of the saving or borrowing activity employed., 
because they are not using a regulated or unregulated insurance product to mitigate the risk, but are employing their own 
financial mechanism to mitigate the risk.  The use of regulated or unregulated saving or borrowing to mitigate the risk would 
still reflect as regulated or unregulated use of saving or borrowing in the saving or borrowing strand, and overall financial 
access would therefore still reflect the true extend of regulated and unregulated take-up. 
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made up of all adults who are financially included through the take-up of financial 

products or services from regulated institutions. 

Please note that the access strands do not show overlaps between the categories of 

providers, so that an adults with both a regulated and unregulated financial product is not 

distinguishable from the access strand and would only appear under regulated take-up. 

Similarly, an adults with no regulated product but who has an unregulated product and who 

(for example) saves with a family member, would only appear under the unregulated take-

up. 

The access strand can further be used to illustrate take-up across particular product groups 

(i.e.: credit, savings, insurance or payments). Particular financial products, services, 

mechanisms and activities that have been included for each category of the product group 

access strands are listed under each product group below: 

Credit access strand 

 

¶ Regulated take-up: Having a loan product or credit account with an SFI, commercial 

bank, formal (non-bank) financial institution, MFI, government scheme, co-operative or 

pawnshop. 

¶ Unregulated take-up: Borrowed money from an employer, savings group, money lender, 

religious institution, village fund, community based organisation or a registered 

institution which is not being supervised for the provision of financial services. Received 

goods in advance from a farmer/shop/store/supplier or agricultural buyer and had to 

pay back later. 

¶ Borrowing with family or friends: Borrowed money from family or friends that you have 

to pay back. Received money from family or friends that you did not have to pay back. 

Savings strand 

 

¶ Regulated take-up: Saving with or having a savings account with an SFI, commercial 

bank, formal (non-bank) financial institution, MFI or co-operative. 

¶ Unregulated take-up: Belonging to a savings group or having savings with a savings 

group, money donations group, or another institution that is not supervised for the 

provision of financial services. 

¶ Saving with family, friends or self: Saving within the household, family or community 

who keep it safe for you, saving in a secret place at home (like a piggy bank), saving in 

jewellery or gold, saving in livestock or saving in kind. 

Insurance strand 

 

¶ Regulated take-up: Any regulated insurance product (like motor vehicle insurance) with 

an insurance company or bank. 

¶ Unregulated take-up: Saving with or borrowing from an MFI that has a mandatory 

welfare fund, belonging to community funeral assistance or health assistance groups, a 

free funeral society/ward clinic or health association, or a donation group. 

¶ Self-mitigation (after having experienced an insurable risk): Those who experienced an 

insurable risk over the past 12 months and used savings or borrowed in order to mitigate 

the impact of the event. Insurable risks include: Death of or loss of income from main 
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income earner, death of a family member (who is not the main income earner), illness 

within your household or family that requires medical expenses, disability (self or 

household member), loss of job (self or household member), fire or destruction of 

household property, loss of your home,  loss of your savings, drought, poor rainfall or 

loss of access to water for farming, flooding/storms, harvest failure or losses of crop 

harvest (including plant disease), death or illness of livestock, loss of your land or access 

to land you use, loss/failure of your business or an earthquake. 

Payments strand 

 

¶ Regulated take-up: Having sent or received remittances in the last 12 months via bank 

transfer (or paying into a bank account), ATM, the Post Office, Western Union, 

MoneyGram, internet/online banking or mobile phone or having one of the following 

accounts/products from a commercial bank: Debit Card/ATM card/Myanmar Payments 

Union (MPU) card, current/cheque account, foreign currency account, bank account 

outside the country, internet/online banking. 

¶ Unregulated take-up: Having sent or received remittances in the last 12 months by 

motorcycle, taxi or via a hundi. 

¶ Sending money with family or friends: Having sent or received remittances in the last 

12 months directly via friends or family. 
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4.3.1. General take-up and attitudes towards financial services 

IŀƭŦ ƻŦ aȅŀƴƳŀǊΩǎ ŀŘǳƭǘ ǇƻǇǳƭŀǘƛƻƴ ǊŜǇƻǊǘ ǘƻ ǳǎŜ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ŦǊƻƳ ǊŜƎǳƭŀǘŜŘ ŀƴŘ 
unregulated sources.  FinScope reports that 51% of adults use financial services from either a 
regulated or an unregulated institution. Figure 5 below shows that 30% of adults use at least 
one financial service product from a regulated financial service provider, while 21% use 
unregulated services only. The remaining adult population rely on meeting their financial 
needs from friends, family or themselves20 only (30%) or do not use any form of financial 
services (19%).  

Figure 5: Financial services usage by source of provision 

Source: FinScope 2013 

Majority of adults with access to regulated financial services only make use of one product 
class. Although 30% of adults reported to use at least one financial service from regulated 
financial services providers, only 6% make use of more than one regulated financial product 
class (a combination of credit, savings, insurance and payments). The remaining 23% of 
adults (or 9.4 million) reported only using one financial product class from a regulated 
financial services provider. Figure 6 below shows this breakdown of adults using financial 
services from regulated financial services providers and classifies adults that make use of 
more than one financial service as broadly served and those who only make use of one 
financial service from a regulated provider as thinly served. This highlights that most adults 
that are considered to be served by regulated financial services providers are only thinly 
served and are still candidates for financial inclusion.  

 

 

 

 

                                                
20 This category consists of individuals who only demonstrate financial activity with family, friends or themselves. This financial 
activity includes saving at home or with family or friends, borrowing from family or someone you know, sending money to 
someone via family or friends, or using a savings or borrowing mechanisms in response to having experienced an insurable 
event (ex-post financial mitigation). 

28.8%

30.6%

30.0%

17.7%

22.6%

21.1%

30.6%

29.3%

29.7%

22.9%

17.5%

19.2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Urban

Rural

Total

% of  Total, rural and Urban adults   

Regulated access Unregulated access

Financial activity with family, friends or yourself Financially excluded

N(Total)= 39777 041

N(Rural)= 27 542 256

N(Urban)= 12234 785



 

26 
 

Figure 6: Nature of financial services usage 

Source: FinScope 2013 

Thinly served driven largely by regulated borrowing without an account and non-account 
based payments. Of the 23% of adults identified as thinly served, 61% (or 5.8m adults) only 
borrow from regulated financial services providers and 27% (2.5m adults) use only payment 
services from regulated financial services providers (see Table 3 below). Adults who report 
only borrowing from regulated financial services providers are largely rural farmers who 
access agricultural credit only from MADB21. Adults who report using only payments from a 
regulated financial services provider consists almost entirely of adults who indicated that 
they use a bank to send or receive remittances, but do not report having a bank account22. 
Regulated payments as captured in our analysis are therefore largely non-account based. 
These two services (adults only borrowing from regulated financial services providers and 
adults using only payments from regulated financial services providers) make up 88% of the 
thinly served category.  

Regulated usage Nr of adults 
% of adult 
population 

Regulated borrowing only 5 763 519 14.5% 

Regulated savings only 746 489 1.9% 

Regulated insurance only 388 714 1.0% 

                                                
21 FinScope reports that of the 5.8 million adults who only have a regulated credit product (see Table 3); 3.8 million only have 
access to a MADB loan (adults in households who have an MADB loan 
22 Lƴ aȅŀƴƳŀǊ ƛǘΩǎ ŎƻƳƳƻƴ ǘƻ ǳǎŜ ōŀƴƪ ōǊŀƴŎƘŜǎ ǘƻ ǊŜƳƛǘ ƳƻƴŜȅ ǿƛǘƘƻǳǘ ƘƻƭŘƛƴƎ ŀƴ ŀŎŎƻǳƴǘ ǿƛǘƘ ŀ ōŀnk. Only about 40 000 or 
1% of remittance senders and receivers have a transactional bank account, while only 12% of adults who indicated they use 
banks to send or receive remittances indicated that they have any account with a commercial bank or MEB, or that they 
currently save or borrow from a commercial bank or MEB. 
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Regulated usage Nr of adults 
% of adult 
population 

Regulated payments only 2 538 376 6.4% 

Two types of regulated financial services (e.g. savings and 
borrowing) 2 001 248 5.0% 

Three types of regulated financial services (e.g. savings, 
payments and insurance) 455 736 1.1% 

All 4 types of regulated financial services 51 692 0.1% 

Total regulated access 11 945 774 30% 

Table 3: Breakdown of regulated financial services usage 

Source: FinScope 2013 

Interpreting agricultural credit uptake for MADB using FinScope data. In FinScope, 5.3 million 
adults from farming households reported having an MADB loan. With an average of about 3 
adults per household, this translates to about 1.8 million households with a loan from 
MADB. This accounts for the discrepancy between the number of adults reporting to have an 
MADB loan in FinScope (5.3 million adults) compared to the number of loan clients reported 
by the MADB during supply-side consultations (at least 1.6 million clients and 2.3 million 
loans)23. The qualitative research findings suggest that farming is a household activity in 
aȅŀƴƳŀǊΦ CŀǊƳƛƴƎ ƘƻǳǎŜƘƻƭŘǎΩ ŦǳƴŎǘƛƻƴǎ ŀǎ ŀƴ ŜƴǘŜǊǇǊƛǎŜ ŀƴŘ ŀƎǊƛŎultural credit decisions 
tend to be made at a household level.  There would therefore likely only be one MADB loan 
per household. Because FinScope is an individual questionnaire conducted at a household 
level, but extrapolated for the total adult population, uptake of agricultural credit therefore 
reflects adults living in households who report having access to agricultural credit, rather 
than the number of actual agricultural loans. MADB loans are the only credit that can 
specifically be identified as being solely agricultural from FinScope, and to which this 
reasoning can therefore be applied. Because of the nature of farming households in 
Myanmar explained above, adults in farming households with a MADB loan are therefore 
considered to have access to a regulated financial service.  

Rural take-up exceeds urban take-up for both regulated and unregulated financial services. 
Rural areas reported greater take-up of financial services (53%) than their urban 
counterparts (47%). While the bulk of rural financial services are obtained from unregulated 
providers (36% of rural adults have an unregulated product or service), the take-up of 
regulated financial services is still higher in rural (31%) areas than in urban (29%). This is 
largely driven by the rural penetration of credit provision by MADB and PACT (as explained 
above; also see Section 7.3).  

Large overlap between usage of financial services from regulated and unregulated 
institutions. It was found that 12% of adults, or 4.6 million people, in Myanmar make use of 
financial services from both regulated and unregulated financial services providers. This was 
most prevalent in rural areas where 14% of adults, or 3.8 million people, make use of both 
providers.  

Take-up of regulated financial services is positively correlated with income levels. As depicted 
in Figure 7 below, financial services obtained from regulated financial services providers is 
directly correlated to income. Higher income levels increases the likelihood of using a 

                                                
23 AƭǘƘƻǳƎƘ Cƛƴ{ŎƻǇŜΩǎ ƛƳǇƭƛŜŘ ƴǳƳōŜǊ ƻŦ ƘƻǳǎŜƘƻƭŘǎ ǿƛǘƘ ŀƴ a!5. ƭƻŀƴ ǊƻǳƎƘƭȅ ŎƻǊǊŜƭŀǘŜǎ ǿƛǘƘ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜ ŦƛƎǳǊŜǎ όмΦу 
million vs. 1.6 million). 
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financial service from a regulated financial services provider, but only marginally decreases 
the likelihood of using financial services from an unregulated financial services provider.  

Regulated financial services penetrate even the lowest-income categories. While take-up of 
regulated financial services correlates with income, Figure 7 also shows that regulated 
financial services have penetrated into even the lowest-income categories. FinScope found 
that 19% of individuals earning less than USD 1 per day report to use financial services from 
a regulated financial services provider. This increases to 27% for those earning between USD 
1.00 and USD 2.00 and to 31% for those earning between USD 3.00 and USD 4.00 per day. As 
with the case for rural take-up of regulated financial services, penetration into low-income 
segments is largely driven by MADB and PACT.  

Figure 7: Total take-up of financial services from regulated and unregulated providers. 

Source: FinScope 2013 

Figure 8 below shows the take-up of specific product classes (credit, savings, payment and 
insurance) from regulated financial services providers across income (discussed further in 
each of the market discussions in Sections 7 - 10). Credit is the most pervasive financial 
offering across most income groups followed by payments and savings. All income groups 
reported using financial services from a regulated financial services provider with take-up as 
a percentage of the total adult population in a specific income group increasing with income.  
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Figure 8: Take-up of regulated products across income 

Source: FinScope 2013 

Proximity to financial service providers is a key driver for financial services take-up. Proximity 
to a financial services provider, measured by proximity to bank branch24, is a key driver to 
the take-up of commercial bank products (See Figure 9 below). It was found that 72% of 
commercial bank clients were located within 30 minutes of a bank branch. Similar 
parameters apply to take-up of MEB products with 67% of clients living within 30 minutes 
from a bank branch. The only bank exception was MADB where no significant correlation 
between proximity and take-up could be established. While MADB follows a microfinance 
distribution approach that includes group loans and local loan screening committees (see 
Section 7.3.3 for a description of MADB) farmers are still required to collect funds and repay 
loans at the MADB branch. Proximity is a critical factor for take-up of financial services but 
could be overcome through changes to the operational model of the financial services 
providers.  

                                                
24 Respondents reported distance, in time, to the nearest bank branch. The reported distance does not imply that the 
respondent is a client of the bank operating the branch.   
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Figure 9: Proximity to a bank branch versus commercial bank, MEB and MADB clients 

Source: FinScope 2013 

4.3.2. Qualitative findings on take-up of financial services 

Several barriers to the take-up of financial services provided by regulated financial services 
providers. The barriers to take-up of regulated financial services identified by the qualitative 
research included: insufficient delivery channels that required travelling long distances at 
high costs, inconvenient operating hours, long delays such as those experienced between 
the application of a loan and the actual disbursement of the loan or time taken to remit 
money via banks, burdensome application requirements (specifically those related to loan 
applications and account opening) and low interest rates on savings especially when such 
interest rates are compared to alternative unregulated investment opportunities. Moreover, 
respondents from both the urban and rural areas felt that requirements set by regulated 
financial services providers excluded low-income earners. For example, banks only accepted 
specific types of property as collateral. 

Some regulated financial products are gaining acceptance and usage. The most utilised 
regulated financial products are money transfers via banks and agricultural loans 
(predominantly from MADB). Supply-side interviews revealed that in order to remit money 
via banks, one is neither required to submit onerous paperwork, nor did it require being an 
account holder. Money transfers via banks were also considered to be safer than the 
unregulated hundi system.  

MADB products appreciated but service levels require attention. With regards to MADB loans 
(see Box 4 for a discussion on MADB) farmers were appreciative of the low interest rates 
charged on the loan. However, they complained that the process was lengthy, the 
requirements were rigorous, the loan amounts were insufficient and not always available, 
loan disbursement was not prompt enough and the repayment period was not suitable as it 
forced farmers to sell their produce right after harvest at low market prices in order to make 
the repayments. 
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Unregulated financial services and products are ultimately preferred. The discussed negative 
attitudes coupled with insufficient delivery of regulated financial products results in high 
usage of the alternative unregulated financial services products. The benefits of regulated 
financial services were unclear to most people, especially those in the rural areas. The risks 
and extremely high interest costs associated with unregulated products such as unregulated 
lending were widely known but this did not discourage users of unregulated services or 
products (MSR, 2013). Respondents were very comfortable using unregulated services 
offered by the money lenders, (unregistered) pawnshops, savings groups and hundi. 
Respondents especially preferred unregulated providers because they had flexible operating 
hours and they provided immediate relief and the borrowing terms were negotiable. 

4.3.3. Summary of economic groupings  

Inverse correlations between credit usage and average income. When comparing take-up of 

credit between the nine economic groups it becomes evident that, with the exception of 

adults dependent on remittances, credit take-up from regulated or unregulated financial 

services providers is inversely correlated to income. Lower income economic groups such as 

Farm workers, Piece or casual workers and Farmers have higher credit usage than higher 

income enterprise owners (Formal enterprises and Informal enterprises) and Salaried 

employees25. This picture however changes significantly when only considering take-up from 

regulated financial services providers. As depicted in Figure 10 below, adults who earn 

salaries reported very low take-up from regulated financial services providers and high take-

up of credit from unregulated sources (the distance between the mid-points of the dotted 

and solid circles).  

Figure 10: Comparison of economic groups by income, credit usage and region 

Source: FinScope 2013 

                                                
25 Employees of formal private companies, Government employees and Salaried private  individuals. 
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Direct correlation between rural and credit usage. The use of credit is directly correlated to 

location. Credit take-up is significantly higher in economic groups that are based in rural 

areas. When only considering credit from regulated credit providers this continues to hold 

for farmers, who are eligible for MADB loans, while farm workers and casual labourers use of 

regulated credit sources is significantly lower.  

Savings directly correlated to income. The higher income economic groups, enterprises and 

salaried employees, have higher savings levels than lower income groups of Farm workers, 

Piece workers, Remittance receivers and Farmers. This trend only holds when considering 

the use of regulated savings products. Higher income groups did however show high levels 

ƻŦ ǎŀǾƛƴƎǎ ƻǳǘǎƛŘŜ ƻŦ ǊŜƎǳƭŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ǇǊƻǾƛŘŜǊǎΦ ¢Ƙƛǎ ǊŜǇǊŜǎŜƴǘǎ άƭƻǿ-hanging 

ŦǊǳƛǘǎέ ŦƻǊ ǊŜƎǳƭŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ ǇǊƻǾƛŘŜǊǎ ƭƻƻƪƛƴƎ ǘƻ ƳƻōƛƭƛǎŜ ǎŀǾƛƴƎǎ ŀǎ ǘƘŜȅ ƘŀǾŜ ƘƛƎƘ 

savings incidences and are relatively easy to reach as they are predominately urban.  

Savings inversely correlated to rural. The increased prevalence of savings was observed with 

groups that were predominantly urban. Farmers, Farm workers and Casual labourers had the 

lowest take-up of savings and the highest concentration of rural respondents. On the other 

hand, Government employees, Private sector employees and enterprises had higher savings 

incidents and were predominantly based in urban areas. Rural savings mobilisation is more 

challenging as these groups are harder to reach, have irregular incomes and lower 

incidences of savings (see Figure 11 below).  

Figure 11: Comparison of economic groups by income, rural and savings usage from regulated and 

unregulated institutions  

Source: FinScope 2013 

Take-up of transactional products strongly linked to both location and economic activity. As 

is illustrated in Figure 12 below, Formal enterprises and Government employees had the 

highest usage of payments products. This is followed, by Remittances receivers. 

Interestingly, only 12% of Remittances Receivers made use of regulated money transfer 
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providers such as banks. Urban groups, with the exception of employees hired by 

individuals, made more use of payment services. Formal enterprises, which are located 

predominately in urban areas and have high mobile usage, are expected to make frequent 

payments and currently conduct a large part of this through unregulated financial services 

providers.  

Figure 12: Comparison of economic groups by income, rural and transactional usage from regulated 

and unregulated institutions  

Source: FinScope 2013 

Summary of take-up and needs by economic group: 

Farmers have high take-up of regulated credit, but unmet demand still exists. Farmers 

reported high levels of access to regulated credit with 37% of Farmers reporting that they 

borrow from a regulated financial services provider.  However, this high use of regulated 

credit does not translate into high take-up of other regulated financial services, with Farmers 

reporting low levels of regulated savings, payments and insurance. Furthermore, regulated 

borrowing correlates with plots size, increasing from 24% of Famers with plots smaller than 

2 acres to 54% of Farmers who have plots 10 acres or larger. While Farmers are the best 

served group for regulated credit, high levels of unregulated credit usage indicates demand 

for additional credit and credit products. 

Farmers reported a high need for regulated insurance products. Farmers reported low take-

up of insurance from regulated (2 % of Farmers) or unregulated financial services providers 

(6% of Farmers). FinScope revealed that 42% of Farmers only rely on savings or borrowing to 

manage the impact of insurable risk events26. With regards to savings, Farmers did not 

report to use regulated savings extensively (only 6%), however 29% of Farmers reported 

saving with family, friends or themselves only. This includes saving at home in cash, saving in 

                                                
26 Please note, these are risks which are normally considered insurable. Insurance products that address these risks are not 
necessarily available in Myanmar. 
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livestock, as well as saving in gold. The credit lines and savings used for responding to a risk 

event could be used for productive purposes if appropriate insurance products were in 

place. For example, Farmers represent an aging population and this savings could better 

serve the need for retirement provision. 

Figure 13: Usage of financial services by Farmers 

Source: FinScope 2013 

Formal enterprises reported low credit usage for productive purposes. Take-up of credit from 

either regulated or unregulated financial services providers is low for Formal enterprises, 

with 74% of Formal enterprises reporting to not use any form of credit.  These enterprises 

thus rely heavily on savings, held largely with family, friends or themselves, and income to 

fund expansions. This represents an opportunity to develop these enterprises through the 

provision of working capital and asset finance. Similar to Farmers, Formal enterprises rely 

heavily on savings and credit to manage risk events. Developing appropriate insurance 

products will further allow enterprises to allocate capital to operations.  

Formal enterprises reported comparatively high use of savings, payments and insurance 

products. Formal enterprises reported high usage of savings products with 63% reporting to 

save. This includes adults that save with regulated or unregulated financial services 

providers, as well as adults who save with family, friends or themselves. This is compared to 

38% of the total adult population. Furthermore, Formal enterprises are also more likely to 

use regulated transactional and payment services and insurance products than the general 

population. FinScope reports that 27% of adults in the Formal enterprise segment used 

regulated payments, compared to 10% of the adult population. For insurance, 11% of adults 

in the Formal enterprise segment report having an insurance product with a regulated 

financial services provider compared to 3% of the adult population.   
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Figure 14: Usage of financial services by Formal enterprises 

Source: FinScope 2013 

Informal enterprises usage of unregulated credit is nearly twice that of regulated. Informal 

enterprises earn half of the income their formal counterparts earn, but rely much more on 

credit to manage their enterprises. Currently, nearly twice as many adults obtain credit from 

unregulated financial services providers, and given the nature of Informal enterprises, it will 

be difficult for commercial banks to serve this group. As Informal enterprises are located in 

both urban and rural locations, more than one category of provider is needed to meet the 

needs of this target group.   

Informal enterprises have high reliance on family, friends or themselves for savings and risk 

mitigation needs. Take up of insurance and savings products with regulated and unregulated 

financial services providers is low for Informal enterprise. Adults in this target group rely on 

family, friends or themselves to meet their financial service needs. Of all target groups, 

Informal enterprises report the second highest use of savings with family, friends or 

themselves (40%)27.  

Figure 15: Usage of financial services by Informal enterprises 

Source: FinScope 2013 

                                                
27 Note that 11% of Informal enterprises make use of savings with friends, family and self also use regulated or unregulated 
products.  
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Formal consumer market: 

Government employees have highest take-up of regulated financial services. Government 

salaried and wage employees show the highest take-up of regulated insurance (17% of 

group) and savings (22% of group) and the second highest take up of regulated payments 

and credit and did not appear to have significant barriers to their usage. However, high 

usage of unregulated savings and savings at home with family, friends or themselves, as well 

as unregulated risk mitigation does signal demand for additional regulated products. 

Private employees have low levels of borrowing, but high take-up of insurance and savings. 

Private company employees have low take-up of credit from regulated financial services 

providers (3%). However, 10% of this group has regulated savings and 9% have regulated 

insurance. This group is younger, more urban and have regular incomes. Their credit needs 

would predominately be asset finance and consumer credit which could be provided by 

private banks and leasing companies. Private banks could also be a future provider for 

current large unregulated savings and savings at home with family, friends or themselves. 

From a payments perspective, this group is likely to lead the shift to a more consumer driven 

market and would possibly be the first group to adopt electronic payment instruments.     

Figure 16: Usage of financial services by the Formal consumer market 

Source: FinScope 2013 
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Informal consumer market: 

Informal consumers have the lowest take-up of financial services from regulated or 

unregulated financial services providers. Outside of borrowing, very few adults have access 

to financial services from regulated or unregulated financial services providers. Almost a 

third of adults or 31% rely on family and friends or themselves for risk mitigation, 18% save 

at home or with family and friends and the bulk of the group still utilize cash for payments. 

Approximately 74% of the group do not save and adults rely on credit, either from an 

unregulated financial services provider or family and friends, to meet most of their financial 

needs. Farm workers and Piece or casual workers28 had low levels of regulated savings, 

payments and insurance but high levels of unregulated credit, risk mitigation and savings. 

DƛǾŜƴ CŀǊƳ ǿƻǊƪŜǊǎΩ ƭƻǿ ƛƴŎƻƳŜ ƭŜǾŜƭǎ ŀƴŘ ƭƻŎŀtion this group will remain challenging to 

reach in the short term. Piece or casual workers reported residing in both urban and rural 

areas and had higher income levels.  Private employees working for an individual showed 

very similar usage patterns as Farm workers. This group is however more evenly split 

between urban and rural areas and had higher income levels. These adults will thus be more 

accessible to financial services providers and expressed demand for savings and insurance 

which can be more easily met by regulated financial services providers.  

The exception in the Informal consumer market is Remittance Receivers, who receive 

payments though a regulated institution. Remittance receivers are predominately rural and 

use of cash payments is problematic over long distances. A large portion of these payments 

are also foreign, which indicates the need for foreign exchange functionality to payments. 

                                                
28 The Informal consumer market consists of Farm workers, Salaried private individuals, Piece or casual workers and Remittance 
receivers. 
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Figure 17: Usage of financial service by Informal consumer market. 

Source: FinScope 2013 
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5. wŜƎǳƭŀǘƻǊȅ ŦǊŀƳŜǿƻǊƪ ǘƻ ǇǊƻƳƻǘŜ ŀŎŎŜǎǎ ǘƻ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ  

This section provides a brief description of the policy, regulatory and supervisory framework 

that impact upon access to financial services in Myanmar. Policy, regulation and supervision 

play a determining role in the development of a financial sector. It determines who can 

enter and operate in the market; the level of regulatory compliance and thus the cost of 

providing financial services; it sets registration requirements for clients that determine their 

ability to access financial services; it can compel and/or subsidise the provision of certain 

financial products and services to defined target markets; and it gives structure and direction 

to the evolution of the domestic and cross-border payment systems.  

An analysis of how the policy, regulatory and supervisory frameworks enable or constrain 

financial services in Myanmar will be laid out in each of the relevant product markets. See 

Section 7.7 for regulatory constraints and enablers in the market for credit, Section 8.6 in 

the market for savings, Section 9.5 in the market for payments and Section 10.7 in the 

market for insurance.  

5.1. Policy 

National development policy. Since the adoption of the new constitution in 2008, virtually 

every aspect of life in Myanmar has been subjected to far-reaching reform. The financial 

sector has been a prime candidate for numerous reforms. However, these reforms must be 

viewed through the wider lens of the Framework for Economic and Social Reform (FESR). 

¢ƘŜ C9{w ƛǎ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ƻŦ aȅŀƴƳŀǊΩǎ ŘŜǾŜƭƻǇƳŜƴǘ ǊƻŀŘƳŀǇ ǇǊŜǇŀǊŜŘ ōȅ ǘƘŜ bŀǘƛƻnal 

Economic and Social Advisory Council (NESC). The overarching priorities of the FESR are 

agro-based industrial development, an equitable sharing of resources between different 

regions of the country, the promotion of local and foreign investment, a people-centred 

approach and poverty reduction. Key measures to implement these priorities include (i) land 

reform, (ii) improving access to credit, and (iii) creating new job opportunities.29 

Financial sector reform. Promoting access to financial services must in turn be viewed 

against the broader programme of financial sector reforms. The platform for financial sector 

reform implemented since 2012 include the following: 

¶ The adoption of a managed float exchange rate system in April 2012 and the unification 

of the exchange rate, which previously had different values in different domestic foreign 

exchange markets. Since then, the exchange rate has floated within a band of K 848/USD 

to K 989/USD30. A number of forex controls were lifted, including all restrictions on the 

current accounts. 

¶ The enactment of the new Central Bank of Myanmar Law in July 2013 (No 16/2013), 

which is designed to provide the CBM with the necessary autonomy to conduct 

monetary policy. The law also empowers the CBM to undertake a number of core central 

banking functions, some of which were previously undertaken by state-owned banks. 

For example, the stock of official forex reserves at state banks are now being transferred 

to the CBM. 

                                                
29 Country Presentation: Myanmar ς άtǊƻƎǊŜǎǎ ƻŦ wŜŦƻǊƳǎ ƛƴ aȅŀƴƳŀǊέ п aŀȅ нлмо tƻƭƛŎȅ 5ƻŎǳƳŜƴǘΣ Ǉн 
30 This reflects historical exchange rate data for the period July 2012 to Sept 2013. The rate reached an all-time high of K 
848/USD in October 2012 and an all-time low of K 989/USD in July 2013. 
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¶ The banking laws, the most important one of which is the Financial Institutions of 

Myanmar Law (No.16/1990), are being redrafted. However, in terms of its current 

powers the CBM has already liberalised bank deposit rates, expanded eligible collateral, 

lifted additional capital requirements for branch expansions and eliminated the 

deposit/capital ratio that previously applied. 

¶ To promote payment system development, the Myanmar Payment Union (MPU) was 

established in September 2011 and has 17 member banks. The CBM encouraged the 

issuance of an MPU debit card, and promoted the entry of international credit card 

services. An Automatic Clearing House (ACH) and a Real Time Gross Settlement System 

(RTGS) for large value payments are planned (Hpaw, 2013). 

¶ CBM issued a Directive on Mobile Banking (No. 4/2013) in December 2013 to govern the 

provision of mobile banking services by banks and non-bank financial institutions, In 

February 2014, the CBM publicly stated that it plans to issue a further directive for non-

bank mobile money providers.   

¶ On the fiscal side, the 2012/13 budget was the first budget to be debated and approved 

by Parliament. To reflect the new Constitution, certain public expenditure functions have 

been delegated to the regions and the states, signifying the stronger fiscal role played by 

regional and state governments. The Government also widened the tax base to include 

government employees, amongst others, as well as abolished the withholding of tax on 

imports, simplified the domestic sales tax and eliminated a tax on key agricultural 

exports. 

¶ A new Foreign Investment Law was passed in 2012 to facilitate and structure growing 

foreign investment in Myanmar, including investment in the financial sector. Underlying 

the opening up of the economy is a strong drive to maintain indigenous ownership of 

financial institutions. 

Policy on financial access. Since the new government was elected in 2011, they have 

pursued a number of specific policies to promote access to financial services. In the first 

instance, these policies fall under the broader rubric of poverty alleviation. At the first 

national workshop on rural development and poverty alleviation held in May 2011, 

President U Thein Sein in his capacity as Chairman of the Rural Development and Poverty 

Alleviation Committee outlined eight tasks for the various ministries and state organs to 

address poverty alleviation. The Government objective is to reduce poverty from 26% 

(UNDP, 2011) to 16% by 2015. They are thus targeting Government actions towards the 

states, regions and townships where the prevailing poverty incidence is the highest. Four of 

the eight tasks require initiatives to increase the provision of financial services. These are:  

¶ Task 1Σ ǘƘŜ άdevelopment of agricultural productivityέΣ ǊŜǉǳƛǊŜǎ ǎǳōǎǘŀƴǘƛŀƭ ƛƴŎǊŜŀǎŜǎ ƛƴ 

agricultural credit;  

¶ Task 2, ǘƘŜ άdevelopment of rural productivity and cottage industriesέΣ Ŏŀƴƴƻǘ ōŜ 

realized without improving financial services to SMEs; 

¶ Task 3Σ ǘƘŜ άdevelopment of micro saving and credit enterprisesέΣ ǊŜǉǳƛǊŜǎ ǘƘŜ 

development of community based financial services providers; and 

¶ Task 4Σ ǘƘŜ άdevelopment of co-operative tasksέΣ ƛƴŎƭǳŘŜǎ the establishment of co-

operatives to deliver, amongst others, financial services.  

These tasks have already triggered several implementation actions by government bodies. 

For instance, a new Microfinance Law (No. 13/2011) was enacted in November 2011. The 

objectives of this law closely follow the tasks outlined above (Article 3 of the Microfinance 
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Law). In line with the strong regional focus, each region or state government is required to 

form a microfinance development working committee whose functions and duties are 

defined in the law. The government has also converted the Myanmar Industrial 

Development Bank into the Small and Medium Industrial Development Bank (SMIDB), which 

is tasked with the distribution of credit to SMEs through the distribution network of the 

Ministry of Industry.  

The Ministry of Co-operatives is tasked with the implementation of task 4, which includes 

the objective of establishing a co-operative in every village in Myanmar. A microfinance bank 

has been established to provide wholesale capital to co-operatives. The government is also 

considering pawnshops and money-lenders as an integral part of its broader strategy to 

distribute credit to the low-income population. In this regard a number of City Development 

Laws mandate municipal governments to oversee pawnshops. Similarly, the government 

maintains the currency of the Money Lenders Act (1945) to oversee the conduct of money 

lenders and protect clients31.  

Although the land reform process is not primarily implemented as a financial access 

measure, the passing of the Farm Land Law in 2012 and the consequent granting of rights of 

use to existing farmers will have a huge impact on the potential to extend credit to farmers. 

For the first time they now have permit certificates as evidence of the right to work on farm 

land that can be used as collateral for loans.  

5.2. State structures 

Public institutions at national, regional and local level are the strongest structures currently 

available to promote development and coordinate government action throughout Myanmar. 

Many of these structures are managed by retired military staff able to inculcate a culture of 

discipline and efficiency. The national Ministry of Planning and Economic Development is 

responsible for guiding, coordinating and monitoring the actions of the various state 

structures. Government structures operate at five levels:  

¶ National Government; 

¶ Seven state governments, seven regional governments and the Nay Pyi Taw Council; 

¶ The regions and states in turn are divided  into 73 districts; 

¶ The districts consists of 330 townships in total; 

¶ At the lowest level are approximately 60 000 villages organised in ward committees that 

play a significant role in the approval of credit provided through state-owned financial 

services providers. 

5.3. Categorisation of financial providers 

Financial service providers in Myanmar can be broadly categorised as regulated and 

unregulated (also see Box 2 and summary in Section 4.3):  

Regulated financial services providers are registered legal entities that are regulated for the 

provision of financial services. If a financial services provider is registered with a public 

authority and its activities are subject to regulation which permits it to provide financial 

services, whether a public authority supervises its provision of financial services from a 

                                                
3131 Answer by the Deputy Minister for Finance and Revenue, U Win Shein, to a parliamentary question, 17 August 2013.  
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prudential or market conduct perspective or not, it is considered a regulated financial 

services provider. Regulated financial service providers include banks, Microfinance 

Institutions (MFIs), co-operatives and state-regulated pawnshops. 

Unregulated financial services providers are not registered with any public authority for the 

provision of financial services and are not subject to any institutional, prudential or market 

conduct supervision in their provision of financial services.  Even though legislation or 

regulation may exist that govern their provision of financial services, unregulated providers 

do not comply with such regulation and are therefore not subject to any public supervision 

or control. Likewise, if an entity is registered with a public authority, but not for the 

provision of financial services; and no regulation exists that govern their provision of 

financial services, the entity will be an unregulated provider. Unregulated financial services 

providers include rice specialisation companies, agricultural input providers, unregulated 

money-lenders, community-based assistance groups, hundis and unregulated pawnshops. 

5.4. Banks  

Categories of banks: Banks are regulated under the Financial Institutions of Myanmar Law 

(No. 16/1990, also referred to as the Financial Institutions Law). This law is currently under 

review. It classifies financial institutions into four categories: Commercial banks, investment 

or development banks, finance companies and credit societies. No credit societies are 

currently licenced by the CBM, and we therefore do not discuss these further. Finance 

companies are dealt with as part of non-bank financial institutions below. The respective 

banks are permitted to do the following business (Article 6 of the Financial Institutions Law):  

¶ Commercial banks are permitted to provide demand deposits, cheque accounts and 

time deposits with a term shorter than one year. They are only allowed to extend 

short term loans.  

¶ Investment or development banks are permitted to engage in time deposits with a 

term exceeding one year and longer term credit with terms commensurate with 

capital available to the bank.  

Licensing of banks. Only limited liability companies registered under the Myanmar 

Companies Act can be licenced by the CBM (Articles 3 and 12). A bank may hold a 

commercial bank license and an investment bank license at the same time, which is indeed 

the case for most private banks in Myanmar. To obtain a licence, banks must comply with 

the minimum capital requirements set by the CBM (Article 15). The minimum capital is 

determined according to the proposed location and financial activities of each bank. In terms 

of the CBM Banking Directive, banks wishing to operate full branches in Yangon or Mandalay 

require Kyat 700m in capital for each full branch. Lesser capital requirements (varying 

between Kyat 200m ς 400m) apply for the establishment of branches in other cities. Even 

lower capital requirements apply for the establishment of mini-branches ς Kyat 10m in 

Yangon and Mandalay and Kyat 5m in other cities. The establishment or change in location 

of branches, agency offices and other offices by financial institutions must receive the prior 

approval of the CBM (Article 19). SFIs are exempt from these branch-related requirements. 

Foreign banks. The CBM may grant permission to foreign banks to open representative 

offices in Myanmar (Article 13). However, such representative offices may not perform any 

banking functions. As of May 2013, the CBM plans to allow foreign banks to establish joint 
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ventures with domestic banks as from 2014. Draft regulations governing the setting up of 

such joint ventures are being prepared. 

Product regulation and collateral. The functions that can be performed by banks are set out 

in Article 25 of the Financial Institutions Law. However, the ability to perform each of these 

functions is subject to the prior approval of the CBM. For example, although Article 25(b) 

ǇǊƻǾƛŘŜǎ ǘƘŀǘ ōŀƴƪǎ Ŏŀƴ ƭŜƴŘ ƳƻƴŜȅ άŜƛǘƘŜǊ ǳǇƻƴ ƻǊ ǿƛǘƘƻǳǘ ǎŜŎǳǊƛǘȅέΣ ǘƘŜ /.a ǊŜǉǳƛǊŜǎ 

banks to secure collateral for all loans. Originally collateral was confined to immovable 

property. However, in 2011, permissible collateral was expanded to include such movable 

assets as certain exportable crops (rice, beans and pulses and sesame), bank deposits, gold 

and personal and corporate guarantees (CBM, 2012: p18).  

Supervision of banks.  Banks are supervised by the CBM (Article 68 of the Central Bank of 

Myanmar Law, 2013). This includes the authority to give such directives as may be necessary 

ǘƻ άŜƴǎǳǊŜ ǘƘŜ ǎƻƭǾŜƴŎȅ ŀƴŘ ǎƻǳƴŘƴŜǎǎ ƻŦ ǎǳŎƘ ƛƴǎǘƛǘǳǘƛƻƴǎέΦ ¢ƘŜ /.a ŦǳǊǘƘŜǊ Ƙŀǎ ǘƘŜ 

authority to set interest rates, and also to issue work permits for the employees of banks 

and financial institutions (Article 41 of the Central Bank of Myanmar Law).  

Payment system oversight. In the absence of a dedicated payment systems law the CBM has 

a mandate to licence and supervise any organisation engaged in the payment system (Article 

79 of the Central Bank of Myanmar Law).  

5.5. State-owned Financial Institutions  

¢ƘǊŜŜ ƻŦ aȅŀƴƳŀǊΩǎ {CLǎ ŀǊŜ ŘŜŜƳŜŘ ǘƻ ōŜ ŜǎǘŀōƭƛǎƘŜŘ ǳƴŘŜǊ ǘƘŜ Financial Institutions Law 

(Article 16, 1990). These are the Myanmar Economic Bank (MEB), Myanmar Foreign Trade 

Bank and the Myanmar Investment and Commercial Bank. These SFIs and any others to be 

established must also receive authorisation from the CBM (Article 12). The Financial 

Institutions Law does not apply to the MADB (Article 86), which is established under the 

Myanmar Agricultural and Rural Development Bank Law (No. 17/1990).  

Corporate governance. The Financial Institutions Law regulates in particular the corporate 

governance of state-owned financial institutions, as well as its shareholding. The board of 

SFIs shall consist of a minimum of seven members (Article 65), six of which shall be 

appointed by the government if it owns more than 50% of the shares. 

State treasury functions. The MEB has to date, over and above its retail banking functions, 

performed the treasury function for the state. It also handles cash for the entire banking 

system and is responsible for government pay-outs. Under the Central Bank of Myanmar 

Law 2013, the state treasury function is allocated to the CBM (Article 90). However, the CBM 

may assign this function to another bank.  

MADB. The Myanmar Agricultural and Rural Development Bank Law describes the main aim 

ƻŦ ǘƘƛǎ ōŀƴƪ ŀǎ ōŜƛƴƎΤ άǘƻ ŜŦŦŜŎǘƛǾŜƭȅ ǎǳǇǇƻǊǘ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ŀƎǊƛŎǳƭǘǳǊŀƭΣ ƭƛǾŜǎǘƻŎƪ ŀƴŘ 

rural socio-economic enterprises in the country by providing banking servicesέ όArticle 5). To 

realize this aim, the bank is mandated to pursue the following specific objectives (Article 6):  

¶ tǊƻǾƛŘŜ ƭƻŀƴǎ ŦƻǊ ŀƎǊƛŎǳƭǘǳǊŀƭ ŜƴǘŜǊǇǊƛǎŜǎΣ ǳǘƛƭƛȊƛƴƎ άŀ ǎƛƳǇƭŜ ǇǊƻŎŜŘǳǊŜέΤ 

¶ Promote rural banking; 
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¶ Encourage a savings habit and bring about a self-help spirit among the rural 

population; 

¶ Support socio-economic development in rural areas; and  

¶ Cultivate a habit of using banking services.  

For an overview of MADB and their services, please see Box 4.  

In terms of products, the bank is permitted (Article 20) to advance both short-term and long-

term loans, to receive deposits and to extend loans and overdraft without security. It is also 

authoriȊŜŘ ǘƻ άƻǊƎŀƴƛȊŜΣ ǊŜŎƻƎƴƛȊŜ ŀƴŘ ǎǳǇŜǊǾƛǎŜ ǾƛƭƭŀƎŜ ōŀƴƪǎ ŀƴŘ ǇǊŜǎŎǊƛōŜ ǘƘŜƛǊ ŦǳƴŎǘƛƻƴǎ 

ŀƴŘ ŘǳǘƛŜǎέ όArticle 20(c)). It is further permitted to provide payment services.  

5.6. Non-bank financial institutions 

Two categories of non-bank financial institutions exist under the Financial Institutions Law, 

finance companies and insurance companies. 

Finance companies. Finance companies are licensed under Article 6(c) of the Financial 

Institutions Law and the same supervisory framework that applies to banks also applies to 

finance companies. They are permitted to engage only in the extension of credit for the 

purchase of goods and services. They therefore specialise in hire-purchase agreements. 

Insurers. Insurers can be formed under the Insurance Business Law (6/1996). The Insurance 

Law provides for three types of entities engaged in insurance, i.e. an insurer, an underwriting 

agent and an insurance broker. An underwriting agent is defined as a company with the right 

to underwrite on behalf of an insurer (Article 2(c)), while an Insurance Broker is an 

intermediary company which makes contact with the insurer to effect insurance on behalf of 

the insured (Article 2(d)). Only companies registered under the Myanmar Companies Act are 

entitled to obtain licenses as insurers, underwriting agents or brokers.  

Supervision. The Insurance Business Supervisory Board, established in terms of Article 4 of 

the Insurance Business Law, is responsible for the supervision of insurance companies, 

including the licensing of all three categories of insurance entities. The administration of the 

Insurance Business Supervisory Board is undertaken by the Myanmar Insurance Company 

(Article 6).  

Products. The Insurance Business Law provides for only six product lines to be undertaken by 

insurers: life insurance, fire insurance, comprehensive motor insurance, cash-in-transit 

insurance, cash-in-safe insurance and fidelity insurance (Article 8). However, the Ministry of 

Finance and Revenue may permit additional types of insurance from time to time. With 

regards to life insurance products, their premiums must be determined by an actuary (Article 

12) 

5.7. Mobile banking providers 

The Directive on Mobile Banking (No. 4/2013) limits the provision of mobile banking services 

ǘƻ άōŀƴƪǎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎέΦ ¢ƘŜǎŜ ƳƻōƛƭŜ ōŀƴƪƛƴƎ ǎŜǊǾƛŎŜǎ ǇǊƻǾƛŘŜǊǎ Ŏŀƴ ǘƘŜƴ 

appoint NGOs, Mobile Network Operators (MNOs) or government postal offices to perform 
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as the Cash points, Agents and Partners.  It is the responsibility of banks and financial 

institutions to monitor the conduct of the later parties.  

 

With permission from the CBM, banks and financial institutions can provide domestic and 

international remittances, cash withdrawal, cash deposits into interest earning mobile 

banking accounts and various forms of payments (e.g. P2B, P2G and P2P). For the 

convenience of users, all mobile banking services between different banks must be linked. 

Moreover, the CBM shall determine a fixed mobile banking service fee to be charged and it 

can also limit P2P payments to a maximum of three transactions a day of K 500 000 

(USD518) each and totalling a maximum of K 1 000 000 (USD 1,035).  

 

With regards to procedures, banks and non-bank institutions are required to collect KYC 

information and have IT infrastructure to detect any contraventions to AML/CFT legislation. 

They must also uphold consumer protection by clearly conveying and disclosing information 

to clients and having procedures for dispute resolution. 

5.8. Microfinance Institutions 

The Microfinance Law (No. 13/2011) as well as regulations issued by the Ministry of Finance 

and Revenue (No. 277/2011) and three directives issued by the Microfinance Supervisory 

Committee (Directives 1/2011, 2/2011 and 1/ 2014) provide the current regulatory 

framework for microfinance in Myanmar. Prior to the promulgation of the Microfinance Law, 

foreign microfinance entities were permitted to operate in Myanmar in terms of a 

Memoranda of Understanding (MoUs) with the Government of Myanmar. These MoUs, 

which included several government departments, determined the areas of operation and 

were also utilised to grant access to various parts of the country.  

Target market. The Microfinance Law identifies the main target market for microfinance as 

άƎǊŀǎǎǊƻƻǘ ǇŜƻǇƭŜέΦ ¢ƘŜǎŜ ǊŜŦŜǊ ǘƻ άƭƻǿ-income farmers, labourers and vendors who reside 

ƛƴ ǊǳǊŀƭ ŀƴŘ ǳǊōŀƴ ŀǊŜŀǎέ όArticle 2(d)) 

Policy and Regulation. Three different entities are tasked with oversight, regulation and 

supervision of microfinance organisations. Political oversight is provided by the Rural 

Development and Poverty Reduction Working Committee with a Vice-President of the 

country as chairperson. The policy and regulatory function is fulfilled by the Microfinance 

Supervisory Committee consisting of the Minister of Finance and Revenue as Chairperson, 

the Managing Director of the Myanma Microfinance Supervisory Enterprise as Secretary, as 

well as other suitable persons. Actual supervision is the responsibility of the MMSE, 

supported by Microfinance Development Working Committees, established in each region, 

state and Nay Pyi Taw council. The functions of the Microfinance Supervisory Committee 

include the laying down of policy and directives, prescribing rules and regulations, granting 

licenses to operate, determining the minimum capital for each MFI and setting the interest 

rate on deposits and loans (Article 7).  

Functions of MMSE and Regional Working Committees. The MMSE is responsible for 

scrutinising applications for microfinance licenses, prescribing reporting formats and 

undertaking general on- and off-sight supervision. They are supported in these tasks by the 

regional Microfinance Working Committees (Articles 9, 10, 11). 
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Institutions able to undertake microfinance. The Microfinance Law permits a range of legal 

entities to undertake microfinance activities. These include companies registered under the 

Myanmar Companies Act, co-operatives registered under the Co-operative Society Act, 

associations formed under the Law Relating to Formation of Associations, as well as entities 

established under any other law (Article 13). Unlike banks, microfinance institutions can be 

locally or foreign owned. They can also include banking or non-banking institutions. 

Although banks are permitted under the Microfinance Law, Directive 2/2011 precludes them 

from applying for a microfinance license for the time being. 

Categories of microfinance institutions (MFIs). Two categories of MFIs are permitted by the 

Microfinance Law, namely non-deposit taking MFIs and deposit taking MFIs. Non-deposit 

taking MFIs can extend microcredit with funds obtained from sources other than public 

deposits, but may utilise compulsory savings from members who take microcredit. Deposit 

taking MFIs can utilise other sources as well as voluntary savings deposits collected only 

from their clients.  

Licensing requirements. Entities wishing to obtain an MFI license must submit a feasibility 

study to the Microfinance Supervisory Committee, containing amongst others a description 

of the geographical area in which they propose to operate, a proposal on funding and the 

sources of such funding, as well as the projected benefits to the clients. 

Products. The Microfinance Law defines microfinance services broadly to include 

ƳƛŎǊƻŎǊŜŘƛǘΣ ŘŜǇƻǎƛǘǎΣ ǊŜƳƛǘǘŀƴŎŜǎΣ ƛƴǎǳǊŀƴŎŜΣ ōƻǊǊƻǿƛƴƎ ƭƻŎŀƭƭȅ ŀƴŘ ŀōǊƻŀŘΣ ŀƴŘ άŎŀǊǊȅƛƴƎ 

ƻǳǘ ƻǘƘŜǊ ŦƛƴŀƴŎƛŀƭ ŀŎǘƛǾƛǘƛŜǎέ όArticle 29). However, this wide product portfolio is subject to 

the approval of the Microfinance Supervisory Committee. For the time being, Directive 

2/2011 limits the types of services that can be rendered by MFIs to microcredit and deposits. 

Microcredit is defined as loans without collateral (Article 2(c)). Deposit-taking MFIs are not 

yet allowed to take deposits from non-loan clients. 

Loan caps. Directive 1/2014 stipulates that the maximum loan amount disbursed by MFIs 

must not exceed K 500 000 (USD 518).  

Minimum capital and interest rates. Directive 1/2011 of the Microfinance Supervisory 

Committee defines minimum capital for MFIs as Kyat 50m for non-deposit taking MFIs and 

Kyat 30m for deposit taking MFIs. Interest rates for microcredit shall not exceed 2.5% per 

month, or 30% per year. Interest rates on deposits and savings must be above the threshold 

rate of 1.25% per month or 15% a year. 

5.9. Co-operatives 

Since 1904, several laws were passed in Myanmar to regulate the activities of co-operatives. 

The current law is the Co-operative Society Law (9/1992). In terms of the Co-operative 

Society Law, the Ministry of Co-operatives has the power to issue rules and regulations 

governing co-operatives. A set of Co-operative Society Rules was issued in 1998.  

Levels of co-operatives. The Co-operatives Society Law provides for four levels of co-

operative societies: a primary co-operative society, a co-operative syndicate (consisting of 

not less than three primary co-operatives), the union of co-operative syndicates (to be 

established by the individual syndicates), and the Central Co-operatives Society (CCS). The 
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CCS is the apex body for all co-operatives and is placed directly under the Ministry of Co-

operatives.  

Types of co-operatives. The Co-operative Society Rules of 1998 provides for four different 

types of co-operative societies: commodity production co-operatives (which include 

agricultural co-operatives), service co-operatives (which will include co-operatives providing 

financial services), trade co-operatives and general co-operatives. 

Formation of co-operatives. A primary co-operative can be formed by a minimum of five 

members eligible to join (Rule 11). Once a general meeting has adopted the by-laws for the 

society, these together with other documents must be submitted to the Co-operatives 

Department. The co-operative exists as a body corporate able to act in its own name only 

after being registered by the Co-operative Department (Article 7 of the Co-operative Society 

Law).  

5.10. Pawnshops and money lenders 

Pawnshops are categorised into state-owned and private pawnshops. A number of municipal 

development laws provide for the supervision of pawnshops by municipal authorities but 

state-owned pawnshops are supervised by the MMSE. The general pawn shop rules govern 

interest rates charged, lending period, forbidden groups of customers, valuation process, 

record keeping, safety of collateral, processes related to unredeemed items, inspection by 

authorities, reporting of suspicious collateral, and even the location for setting up 

pawnshops. 

Moneylenders are reported to be subject to the Money lenders Act of 1945. The Money 

lenders Act provides for the licensing of moneylenders by municipal authorities. 

5.11. Other legislation 

Anti-Money Laundering (AML) Legislation. Myanmar passed the Control of Money 

Laundering Law in 2002 (No. 6/2002). The law defines the crime of money laundering and 

provides for controls to be implemented by financial institutions. These include KYC (Article 

18), record keeping and the reporting of suspicious transactions (Article 19). The Central 

Control Board on Money Laundering is established under Article 6 of the Control of Money 

Laundering Law to lay down policies on anti-money laundering and oversee its 

implementation.  
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6. CƛƴŀƴŎƛŀƭ {ŜŎǘƻǊ hǾŜǊǾƛŜǿ 

The financial sector in Myanmar has been growing since the introduction of financial sector 

reforms in 2008. This period has seen the rapid expansion of infrastructure by regulated 

financial services providers. However, the growth has been off a small base and does not yet 

translate into widely available regulated financial providers and products. This section 

provides a brief overview of the financial sector in Myanmar, as well as the alternative and 

supporting infrastructure impacting upon its development.  

6.1. Financial sector providers 

Table 4 below provides an overview of the regulated and unregulated institutions as 

identified in Section 5 and the relevant product markets discussed in Sections 7, 0, 9 and 10.  

.   
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Infrastructure Product Markets 

Institution(s) 

 

Branches 

 

Credit 

 

Payments 

 

Insurance 

 

Savings 

 

R
e

g
u
la

te
d

 P
ro

v
id

e
rs 

B
a

n
ks

 
Private 15 485 

  
 

 

Semi-private 4 92 
  

 
 

State-owned 
(excluding 
MADB) 

4 332 
  

 
 

MADB 1 205 
 

  
 

M
F

Is
 

NGO 19 19 
 

  
 

INGO 6 163 
 

  
 

Local 
companies 

84 84 
 

  
 

Co-operatives 75 147     

Foreign 
companies 

5 5 
 

  
 

In
su

re
rs

 

State-owned 
(MIC) 

1 39   
  

C
o
o
p
e

ra
tiv

e
s 

Savings and 
credit coop 
society 

1 469 1 469     

Bazaar Credit 
Coop Society 

342 342 
 

  
 

Micro-credit 
Coop Society 

457 457 
 

  
 

Agricultural co-
operatives 

5 222 5 222     

P
a

w
n

sh
o
p
s 

Regulated 
Pawnshops 
registered with 
local 
government 

1 842 1 842 
 

   

State-owned 
Pawnshops 

184 184     

              

U
n
re

g
u
la

te
d

 P
ro

v
id

e
rs 

Rice Specialisation 
Companies 

3 
 

    

Agricultural Input 
Providers 

N/A 
 

    

Unregulated money-
lenders 

400 000 
 

    

Community-based 
assistance groups 

N/A N/A     

Hundis N/A N/A     

Unregulated 
pawnshops 

N/A N/A     

Table 4: Financial sector overview 

Source: MMSE (2013), CCS (2013), FinScope (2013), Supply-side interviews (2013) 

Regulated financial 
service

Unregulated 
financial service
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Growing private sector banking infrastructure. In total, there are 1 114 bank branches, 

covering all 14 regions. Private banks house the majority of payments infrastructure. This 

includes: 855 POS devices, 253 ATMs and 99 300 ATM cards (as at May 2013). The four state-

owned banks (to be referred to as State Financial Institutions (SFIs) in this document) have 

the largest branch outreach of the four categories of banks. MEB has the largest branch 

network with 329 branches. MADB has the second largest branch network in Myanmar with 

206 branches, covering all 14 regions in Myanmar. Despite this significant outreach, the 

combined infrastructure of the three other categories of banks is 577, larger than the total 

SFI branches at 537 (see Table 5, below).  

Although the number of state bank branches has experienced a 1.8% decrease in 2012, 

commercial bank branches have increased by over 66.3%. The number of new bank 

branches is set to continue increasing rapidly with the easing of capital requirements for the 

opening of new branches. In 2012, the number of new bank branch applications had more 

than tripled from the previous financial year (IMF, 2012). Growth should be sustained and 

increased with as government plans to remove all capital requirements in the future.  

Banking Infrastructure 

Categories Number of 
banks 

Number 
of 
branches 

Number of 
regions 
covered 
out of 14 

Number of 
ATMs 

Number 
of POS 

Number 
of ATM 
cards 

State-owned 4 537  14
32

 14 - - 

Semi-private  
(co-ownership by 
government) 

2 13  5 0 - - 

Private with state 
representation on 
board 

2 79  11 7 - 20 000 

Private 15
33

 485  14
34

 253 855 99 300 

Total 23 1 114  14 274 855 119 300 

Table 5: Banking Infrastructure  

Source:  Supply-side interviews (2013), CBM Annual report (2012)  

The limited reach of regulated financial sector infrastructure is disproportionately 

concentrated in urban areas. While commercial bank branches appear to have the largest 

ǊŜǘŀƛƭ ŦƻƻǘǇǊƛƴǘ ŦƻǊ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ άōǊƛŎƪ- and -ƳƻǊǘŀǊ ŀǇǇǊƻŀŎƘέΣ ǘƘŜƛǊ ŎƻƴŎŜƴǘǊŀǘƛƻƴ ƛƴ 

urban areas means that the majority of the population lacks access. Figure 18 shows that 

65% of urban adults live within 30 minutes of a bank branch, compared to 12% of rural 

adults. The trend is consistent for ATMs where 23% of urban adults report living within 30 

minutes of a bank branch, compared to 2% or rural adults. This could be even less if it solely 

included private banks and not SFIs, as they lack the outreach of institutions like MADB into 

rural areas. 

                                                
32 Information is based on MEB and MADB. Branch distribution for other three state banks was not available 
33 May equal 17 including Rural Development Bank (former Development Bank) and Nay Pyi Daw Development Bank 
34 Information is based on 13 of the 15 banks 
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Figure 18: Percentage of adults that live within 30 minutes of access point. 

Source: Myanmar FinScope 2013 

Large unregulated financial infrastructure footprint to explore. The limited reach of 

regulated financial infrastructure in Myanmar has resulted in a large dependence on 

unregulated and often informal infrastructure to meet risk mitigation needs, especially 

amongst the rural population. As noted in Section 5.3, and depicted in Table 4, unregulated 

financial sector infrastructure includes rice specialisation companies, agricultural input 

providers, unregulated money-lenders, community-based assistance groups, hundis and 

unregulated pawnshops.   

6.2. Alternative distribution opportunities 

Potential use of alternative infrastructure for the delivery of financial services. While the 

exact number of retailers is not known, FinScope revealed that nearly 90% of the adult 

population in Myanmar lives within 30 minutes of a grocery or convenience store. FinScope 

revealed the practice of taking goods in advance from a store and paying later is already 

common35. Retailers as a group could therefore potentially constitute a substantial existing 

infrastructure base that is being (and can further be) utilised for the provision of financial 

services. However, their potential as a distribution channel is limited. There are no 

significant retail chains in Myanmar, despite numerous independent and small retailers. 

There are no formal links between outlets and no underlying payment infrastructure to 

facilitate transactions. Figure 18 compares the alternative infrastructure identified in 

Myanmar with traditional financial sector infrastructure. Post offices have the third largest 

branch footprint after co-operatives and pawnshops, but FinScope reveals that this is largely 

concentrated in urban areas with only 18% of rural adults living within 30 minutes of one. In 

addition, only a portion is currently operational for financial services. Money orders can be 

made at 791 out of 1380 branches.  

Box 3 below identifies opportunities to leverage traditional stores for financial services 

Box 3: Opportunities to leverage traditional stores for financial services 

Improvements in mobile telecommunication infrastructure and the development of lower 

                                                
35 With almost 3.5 million adults having taken goods on credit or in advance from a shop or store in the past 12 months. 

23%

65%
61%

96%

2%

12%

18%

87%

8%

28%
31%

90%

0%

25%

50%

75%

100%

ATM Bank branch Post Office Grocery/convenience store

Urban Rural Total
%

 o
f 

u
rb

a
n
, 
ru

ra
l a

n
d
 a

ll 
a
d
u
lt
s
 w

h
o
 a

re
 c

lo
s
e
r 

th
a
n
 3

0
 

m
in

u
te

s 
fr

o
m

 a
c
c
e
s
s
 p

o
in

t



 

52 
 

cost point-of-sales (POS) devices has allowed financial services providers to extend their 

financial services offering, at lower cost and in real-time, through traditional stores and 

street vendors. These agent networks have been created across Latin America, Africa and 

Asia and are primarily driven by Fast Moving Consumer Good (FMCG) companies, banks, 

technology providers, Mobile Network Operators (MNO) and in some cases Pawnshops. 

These agent networks connect thousands of smaller retailers, who currently fall outside of 

the reach of the traditional payment system, and allow these traders to act as agents to 

financial services providers. Typical transactions facilitate by these agents include bill 

payments, deposits, withdrawals, insurance sales, government grant disbursements, 

money transfers etc. Examples of such networks include REDqiubo (Mexico), DDDEdo 

(Colombia), FLASH (South Africa), Zoona (Zambia) and MPesa (Kenya). 

 

Mobile network growth opportunity for financial inclusion. Mobile phone penetration has 

grown rapidly but from a very small base. As of 2014, mobile phone subscribers had grown 

to 16.4 million mobile subscribers which puts mobile phone penetration amongst adults at 

нт҈ ό9ƭŜǾŜƴΣ нлмпύΦ ¢ƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ǘǿƻ ŦƻǊŜƛƎƴ ƳƻōƛƭŜ ƴŜǘǿƻǊƪ ƻǇŜǊŀǘƻǊǎΣ bƻǊǿŀȅΩǎ 

¢ŜƭŜƴƻǊ ŀƴŘ vŀǘŀǊΩǎ hƻǊŜŘƻƻΣ ǿƛƭƭ ŎƻƴǘǊƛōǳǘŜ ǘƻ ŀŎƘƛŜǾƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǘŀǊƎŜǘ ƻŦ ул҈ 

penetration by 2016 (Thomas, 2013). Parliament officially passed the new 

telecommunications law on 21 October 2013, however the detailed regulation that will 

guide the governance of sector is not expected for another three months  (Mathtani, 2013). 

Both operators are expected to start delivery of services in the third quarter of 2014 

(Thomas, 2013). 

Both providers intend to launch voice and data services simultaneously through a 3G 

network. In addition, both have indicated their intent to push low cost smartphones through 

their distribution channels rather than focusing primarily on lower cost handsets.  The 

improvement of data services will provide opportunities for banks and MFIs alike to improve 

communication between branches and agencies. In addition, the rapid introduction of 

smartphones may offer an opportunity for innovative financial service providers to 

ŎƛǊŎǳƳǾŜƴǘ ǘƘŜ ƴŜŜŘ ŦƻǊ ǘƘŜ ƳƻōƛƭŜ ƴŜǘǿƻǊƪ ƻǇŜǊŀǘƻǊǎΩ ¦{{5 ŎƘŀƴƴŜƭǎ ǘƘŀǘ ƘŀǾŜ 

traditionally been used for mobile banking and instead develop applications that work over 

the broadband connection directly.   

Both of the new MNOs have some experience in the provision of mobile financial services 

and both have committed in writing to the government to introduce mobile money service 

in the country.36 Telenor group (2014) has extensive experience in the delivery of mobile 

financial services through mobile platforms with partnerships and initiatives in Pakistan 

(Easypaisa), Bangladesh (MobiCash), Thailand (ATM SIM Project), Malaysia (DiGi 

SendMoney, DiGi Simple Prepaid Card, and DiGi Insurance), India (purchase of movie tickets) 

and Eastern Europe (Platimo). Ooredoo has experience through its Ooredoo Mobile Money 

initiative although it is quite limited. If mobile penetration targets can be coupled with the 

delivery of financial services through mobile networks, it could have significant implications 

for financial inclusion in Myanmar. 

                                                
36 A further description of their plans is included in Section 9.3. 
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6.3. Supporting financial sector infrastructure 

Limited supporting financial sector infrastructure. The delivery of financial services through 

the existing financial or alternative infrastructure is limited by the enabling supporting 

infrastructure. Myanmar authorities are moving towards building supporting infrastructure, 

evidenced by the development of a national payments network and other planned 

initiatives:  

¶ Credit bureau: Myanmar currently has no credit bureau, which means that there is no 

formal mechanism to establish indebtedness of credit applicants. Plans are however 

underway for the establishment of a credit bureau by CBM with assistance of Credit 

Bureau Singapore (The Irrawadyy, 2014a).  

¶ Payments systems: Payments infrastructure is still underdeveloped (current POS devices 

have a 90% down time) but it is slowly being redressed, mainly through efforts by the 

Myanmar Payment Union (MPU) and CBM. Recent developments include a national 

switch that started operating in December 2012 (operated by MPU), and POS devices 

have been in operation since March 2013. All banks required to join the switch. In the 

near future, a private payments processor will be appointed and a Real Time Gross 

Settlement (RTGS) system will also be operated by the CBM to replace the current 

manual payments clearing system. Moreover, Association of Southeast Asia Nations 

(ASEAN) aims to achieve financial integration by 2015 (ADB, 2013) and this would also 

reqǳƛǊŜ aȅŀƴƳŀǊΩǎ ƛƴǘŜƎǊŀǘƛƻƴ ƛƴǘƻ ǘƘŜ !{9!b tŀȅƳŜƴǘ ŀƴŘ {ŜǘǘƭŜƳŜƴǘ {ȅǎǘŜƳΦ  

¶ Capital market: There is currently no formalised capital market in Myanmar, and 

businesses rely solely on banks to raise capital (in the form of debt). The new Securities 

and Exchange Law that was passed in July 2013 allows for the establishment of the 

Yangon Stock Exchange, which is expected to be operational by the second half of 2015 

(The Irrawaddy, 2014b). 

¶ Foreign exchange market: Although Myanmar has a regulated foreign exchange market, 

it is still in the early stages of development. Fourteen private banks were licensed to 

become authorised dealers of the US dollar, Euro and Singapore dollar in October 2011 

(Global Times, 2013). In April 2012, Myanmar converted to a managed float exchange 

regime after having a dual exchange rate regime for decades and efforts are underway 

to further liberalise to a free floating exchange regime. Despite the developments, 

industry consultations revealed that accounting for the amount of foreign currency in 

the country and any time is still problematic. The exchange rate has only recently been 

converted (April 2012) to a managed float exchange regime after having had a dual 

exchange rate regime for decades, but efforts are underway to further liberalise to a 

free floating system. Fourteen private banks were licensed to become authorised 

dealers of the US dollar, Euro and Singapore dollar in October 2011 (Global times, 2013). 

However, during industry consultations it also became apparent that accounting for the 

amount of foreign currency in the country at any time is still problematic. 
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7. Market for Credit 

The following section aims to capture the market for credit in totality and as it relates to the 

priority target groups as identified in Section 4.2. This includes providing an overview of 

current take-up, the providers of credit and a detailed description of the products that they 

offer.  This section also provides the key challenges the credit market faces in further 

expanding provision to the identified target groups. 

7.1. Credit landscape and take-up 

Credit market the largest of all financial services categories with more than half of the adult 

population reporting to be active borrowers. A total of 20.7 million, or 52%, of adults in 

Myanmar have borrowed money in the last 12 months, while 48% of adults reported to have 

outstanding debt at the time of the survey. A total of 19% of adults currently have credit 

from regulated institutions, 18% have credit from unregulated institutions only and 11% 

have loans from family and friends only (see Box 2  for an explanation of the access strand). 

It was found that 5% of adults, or just over 2 million adults, reported to have credit from 

both regulated and unregulated sources. Individuals who have credit from unregulated 

sources are more likely to have additional credit from friends and family than those who 

obtain credit from regulated sources.  

Figure 19: Credit usage by source of provision  

Source: FinScope 2013 

Rural credit market, as measured by loan clients, is the largest in both absolute and relative 
terms.   The rural credit market is larger than the urban market both in terms of absolute and 
relative number of loan clients. This is due to a larger rural population as well as higher 
percentage of rural residents obtaining credit.  As depicted in Figure 19, above, 44% of rural 
adults have outstanding debt from either a regulated or unregulated financial services 
provider. This is significantly higher than urban areas where only 19% of adults currently 
have credit from regulated or unregulated institutions. 

Credit from regulated institutions more constrained in urban areas. Penetration of credit 
from regulated providers is lower in urban areas (5%) than in rural areas (25%). This trend 
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holds when evaluating take-up across each of the target group, with regulated take-up being 
higher for target groups which are more rural. 

Average outstanding debt higher in urban areas. While rural areas have higher take-up of 

credit (from any source) measured by the number of debtors, urban debtors have higher 

average debt stock. As depicted in Figure 20 below, the average debt of urban debtors is 1.8 

times that of rural debtors. The average outstanding debt of those who currently have a loan 

in urban areas is K 853 346 (USD 902) compared to K 482 295 (USD 510) in rural areas.   

Figure 20: Average amount outstanding for all adults who currently owe money (from any source) 

Source: FinScope 2013 

Significant variation in take-up of credit by target groups. There is a significant variation 

between the take-up and sources of credit between the target groups as were identified in 

Section 4.2. Table 6, below, provides take-up figures of each of the target groups as well as 

the total debt outstanding by the debtors within each of these categories. The main points 

relevant to the analysis are: 

¶ Famers have the highest take-up of regulated credit (37% have regulated credit). There 

are however a significant number who only access credit from unregulated sources 

(14%) and a large number of farmers (1.37 million or 11%) who make use of credit from 

both regulated and unregulated providers.  

¶ The groups with the lowest take-up of credit are the Formal enterprises group (74% 

report not to have credit from any sources) followed by the Formal consumer market 

group (67% report not to have credit).   

¶ The groups with the highest use of credit from only unregulated sources are the Informal 

consumer market group (27%) and Informal enterprises group (21%).  

¶ Formal enterprises had the highest average outstanding debt (of USD 1 331) for those 

who reported to have debt. This was followed by Informal enterprises (with USD 829) 

and farmers (USD 678). The Formal and Informal consumer markets represented the 

lowest average outstanding debt for debtors of USD 320 and USD 280 respectively.    
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Target 

group 

Economic groups Average 

outstanding 

debt of 

debtors 

Regulated Unregulated 

(only) 

Family 

& 

Friends 

(only) 

Excluded 

Farmers 

12m adults 

Farmers K 641 234  

(USD 678) 

37% 14% 11% 38% 

Formal 

enterprises 

2.5m adults 

Formal enterprises K 1 259 174 
(USD 1 331) 

4% 12% 10% 74% 

Informal 

enterprises 

4.7m adults 

Informal 

enterprises  

K 784 563 
(USD 829) 

11% 21% 11% 58% 

Formal 

consumer 

market 

1.7 m adults 

Employees of 

formal private 

companies and 

Government 

employees 

K 303 021  

(USD 320)  

11% 15% 6% 67% 

 

Informal 

consumer 

market 

8.5m adults 

 

Farm workers, 

Salaried private 

individuals, Piece 

and casual workers, 

Remittance 

dependents 

K 264 717  

(USD 280) 

9% 27% 14% 50% 

Table 6: Usage of credit by target group 

Source: FinScope 2013 

Use of multiple sources of credit more pervasive in rural areas than urban. The absolute 

number and relative percentage of active borrowers with multiple outstanding loans was 

higher in rural areas than urban. Of adults in rural areas, 12% obtain loans from more than 

one source compared to 4% in urban areas. Of the total group of adults, 2% reported having 

outstanding debt from three sources and 1% of adults reported to have outstanding debt 

from four to six sources (see Figure 21 below).  
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Figure 21: Number of sources for borrowing  

Source: FinScope 2013 

7.2. Use cases 

Credit is used for multiple purposes.  The most important of these use cases were identified 

during the qualitative demand-side research, the quantitative segmentation exercise (see 

Section 4.2) and the supply-side interviews.  Brief summaries of these use cases follow: 

Use of credit for agricultural production. aȅŀƴƳŀǊΩǎ ŀƎǊƛŎǳƭǘǳǊŀƭ ǇǊƻŘǳŎǘƛƻƴ ƛǎ ǘƻ ŀ ƭŀǊƎŜ 

extent dependent on credit to fund inputs and to smooth consumption between harvests. 

Farmers represent the largest target segment for credit with 12.1 million adults, 

representing 4.1 million households, deriving their main livelihood from agricultural 

activities. Of these 12.1 million adults, only 37% report to have credit from a regulated 

provider and 14% make use of only unregulated providers for credit. It was found that 38% 

of farmers (4.6 million adults) do not use credit and 11% have to rely on credit from friends 

and family (see Section 4.2). These farmers are often in remote areas with limited choice 

between credit providers and products. Specific uses of agricultural financing include 

financing inputs (seed, fertilizer, etc.), pre-funding of outputs and financing equipment.  

Asset and trade financing for enterprises.  FinScope indicated that 6% of the adult population 

(or 2.4 million adults) obtain credit for the purposes of starting or expanding their 

enterprises. The segmentation in Section 4.2 indicates that 2.5 million adults own their own 

registered enterprise while a further 4.7 million indicated that they operate an unregistered 

enterprise. The current usage of credit for both types of enterprises is low (see Table 6 

above) with 74% of Formal enterprises and 58% of Informal not having any form of credit 

take-up. The traders interviewed as part of the qualitative demand-side research (see Box 1 

on page 2) expressed supply-side constraints as the main driver to low credit take-up. The 

main sources for loans for small-scale enterprises are bazaar co-operatives, MFIs, 

pawnshops and unregulated money lenders. They are often repaid within 24 hours. Previous 

government initiatives have focused on making funding available to an estimated 126 000 

Small and Medium enterprises and 40 000 microenterprises through SMIDB, but so far 

success has been limited. 
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The use of loans for consumption smoothing. The qualitative-demand side research and 

FinScope identified consumption as the largest driver of borrowing. A total of 10.4 million, or 

26% of adults (half of those who borrowed during the past 12 months), reported obtaining 

loans for the purposes of funding living expenses (other than medical and/or education 

expenses). Consumption smoothing loans speak specifically to individuals with irregular or 

seasonal incomes such as famers (12.1 million), informal traders (4.7 million) and the 

informal consumption credit market (7.4 million).  At present the majority of consumption 

lending happens through unregulated lenders (see Section 7.3). In addition, qualitative 

respondents further suggest that productive loans are fully or partially used to smooth 

consumption. Qualitative findings further suggest that inactivity during the rainy season 

results in increased borrowing for consumption purposes (such as food). One agricultural 

specialisation company also offered a consumption component to its agricultural production 

loan. 

The use of loans for health or education expenses. Focus group respondents reported the use 

of loans to finance health (out-of-pocket expenses) and education. This is confirmed by 

FinScope where 13% of adults (5.2 million) reported obtaining credit for planned and 

unplanned medical expenses, and 7% of adults (2.9 million) obtained credit for education 

and school fees. With regards to loans for health events, respondents indicated that these 

were predominantly obtained from pawnshops followed by relatives or money lenders. 

Health and education loans are offered by some co-operative MFIs and INGOs and NGOs. 

However, one usually has to be an active member, e.g., they have a business loan with the 

institution, in order to qualify for these loans, although some INGOs (for instance World 

Vision) do offer these loans without requiring an existing business loan.  

Credit for risk management. Section 7 shows a substantial portion of adults using credit as a 

means to manage risk events. Overall, 44% (13.3 million) of adults who experienced an 

unexpected event that affected their income borrowed as a response in order to cope 

financially. The use of credit for risk management could be more pronounced due to the 

absence of insurance. 

The use of credit for on-lending. Some focus group participants indicated that they obtained 

debt to on-lend at higher interest rates so as to profit off the interest rate differential. 

Use of credit to repay other loans.  Although only 2.3% of adults who currently owe money 

(417 000) indicated that they borrowed in order to pay off another debt, 10.8% (2 million) 

indicated that they are planning to repay their current debt by taking a new loan. The use of 

credit to repay existing credit was also raised as a concern during some supply-side 

interviews and in certain existing studies37 on agriculture in Myanmar. 

7.3. Providers 

7.3.1. Overview of credit landscape 

Before proceeding to discuss the individual categories of credit providers, we consider the 

landscape of credit providers in an overview. As noted in Section 7.1 above, 48% of adults 

                                                
37 Ash Centre for Democratic Governance and Innovation, Harvard Kennedy School (2011). Myanmar Agriculture in 2011: Old 
Problems and New Challenges. [Online] Available at: http://www.ash.harvard.edu/extension/ash/docs/myanmar1111.pdf 
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reported to have outstanding debt at the time of the FinScope survey. This represents 18.9 

million adults. Of these, 94% disclosed the value of their outstanding debt, and have an 

average reported outstanding debt of K 548 050 (USD 579). This allows us to extrapolate the 

total value of outstanding debt for all adults who are indebted in Myanmar to approximately 

K 10.3 trillion (USD 10.9 billion). 

For the purposes of the supply side credit landscape illustrated in  Figure 22 below, we rely 

on supply side data (and estimates based on supply side data), as these are generally 

considered more exact than FinScope data, which is only a demand side reflection of uptake. 

However, as we do not have any supply side data for unregulated providers (unregulated 

credit), we rely on FinScope for an estimate of the size of the unregulated credit market in 

terms of number of borrowers and the size of the outstanding loan book.  

FinScope reported that 9.2 million adults have outstanding loans with unregulated credit 

providers. The total value of these ŀŘǳƭǘΩǎ outstanding loans are K 5.4 trillion38 (USD 5.7 

billion). There are however adults who have outstanding debt with both regulated and 

unregulated institutions. The total value of their debt amounts to K 1.9 trillion (USD 2 

billion). The nature of debt reporting does not allow one to separate the value of regulated 

and unregulated loans for adults who report obtaining credit from both sources. The total 

unregulated usage therefore lies between the ranges of K 3.6 trillion (USD 3.8 billion) and K 

5.4 trillion (USD 5.7 billion; see Table 7 below). Unregulated lending consists of two groups: 

those who have loans from unregulated money lenders (5.9 million adults), and those who 

have loans from other unregulated providers (4.3 million adults), with the adults who 

borrow from these two groups of providers overlapping. The value of the outstanding loans 

of these two groups can be estimated by using the average outstanding debt of those who 

only have a loan from a moneylender or those who only have a loan from another 

unregulated provider and extrapolating this to the entire group in both instances. The 

extrapolated outstanding loan values for these two groups are K 3.7 trillion (USD 3.9 billion) 

and K 1.7 trillion (USD 1.8 billion; see Table 7 below). 

 

Number of 
adults 

Minimum total 
outstanding loans 

Maximum total 
outstanding loans 

Total unregulated 
borrowing  9.2 million  

 K 3.6 trillion  
(USD 3.8 billion)  

 K 5.4 trillion 
(USD 5.7 billion)  

Total moneylenders  5.9 million  
 K 2 trillion  
(USD 2.1 billion)  

 K 3.7 trillion 
 (USD 3.9 billion)  

Total other 
unregulated  4.3 million  

 K 1.1 trillion  
(USD 1.2 billion)  

 K 1.7 trillion  
(USD 1.8 billion)  

Table 7: Number of adults and estimated outstanding loan book of unregulated loan providers 

{ƻǳǊŎŜΥ Cƛƴ{ŎƻǇŜ нлмо ŀƴŘ ŀǳǘƘƻǊΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

If we include these two estimates (unregulated money lenders and other unregulated 

providers) with our supply side data on regulated providers, the following estimate of the 

overall credit market in Myanmar (regulated and unregulated providers) emerge: 

  

                                                
38 Please note: This value is extrapolated based on 94% of adults who borrowed from unregulated sources who disclosed their 
total outstanding debt. Similarly, all further estimates rely on extrapolations based on adults who disclosed the value of their 
outstanding debt. The percentage of adults who disclosed their debt varies between 92% and 95% for all extrapolations used. 
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Provider 
Client base as % of adults 
who currently owe money 

Total loans 
outstanding 

Commercial banks 0.3% 39.8% 

Unregulated money lenders 31.0% 36.0% 

Other unregulated providers 22.9% 16.1% 

Pawnshops 16.4% 4.0% 

MADB 8.4% 1.9% 

Unregulated agricultural input providers 7.9% 0.7% 

Co-operatives 4.4% 0.6% 

MFIs 3.7% 0.8% 

RCSs 0.1% 0.1% 

Total     18 907 935 adults K 10.3 trillion 

Table 8: Overview of the credit provision landscape in Myanmar (regulated and unregulated)
39 

Source: {ǳǇǇƭȅ ǎƛŘŜ ŘŀǘŀΣ Cƛƴ{ŎƻǇŜ нлмоΣ ŀǳǘƘƻǊΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

Using this data, the credit landscape in Myanmar can then be illustrated as shown Figure 22 

below: 

 Figure 22: Credit provision landscape (loans outstanding). 

                                                
39 Estimates based on supply side data for regulated providers and FinScope data for unregulated providers. Client numbers 
does not account for overlaps (credit clients using more than 1 source for credit), and total adults who currently owe money as 
identified by FinScope is used as base for percentage of adults. 

MFIs
PACT

Coops

100K

200K

300K

400K

500K

600K

700K

800K

900K

100 200 300 400 500 600 700 800 900 1500

Rice 

specialisation 

companies

5000

Agricultural 

input 

providers

A
v
e
ra

g
e
 s

iz
e
 o

f 
lo

a
n

Thousands of clients Bubble = Total loan portfolio

Commercial 

banks

Proposed MFI directive

Unregulated money 

lenders

Regulated 

Pawnshops

2000 3000

Coops with 

additional USD 600 m 

funding
MADB

120 000 K

Key

Regulated providers

Unregulated providers

Unregulated 

Pawnshops

MADB 

disbursed

MADB 

outstanding

Other informal 

providers



 

61 
 

Source: Author/Supply side consultations 

Commercial banks largest provider by volume. Commercial banks are the largest credit 

providers in terms of volume of loans outstanding, but one of the smallest in terms of 

number of clients with estimates of only about 60 000 credit clients40, a large proportion of 

which may be commercial clients, not retail (see Section 7.3.2 below). The average loan of 

commercial banks are extremely high (around 1000 times higher than most other categories 

of providers), but some loan products (e.g. hire purchase) start at low values. 

Unregulated money lenders comparable to commercial banks in terms of loan volume. As 

described above, unregulated money lenders are estimated to have in excess of 5.9 million 

clients with an outstanding loan volume as high as K3.7 trillion (USD 3.9 billion). This means 

that money lenders as a group are comparable to the commercial banking sector in terms of 

the size of their total outstanding loan volumes.  

Pawnshops have large combined client pool and loan book. Pawnshops are estimated to be 

one of the largest categories of providers in terms of both number of clients and loan 

volumes, but provide no net additional funding (only offers value of gold). The gold held by 

pawnshops cannot be leveraged or intermediated through the rest of the financial system. 

MADB largest single regulated provider by number of clients and largest single regulated 

provider in low income space by loan volume.  Although pawnshops as a group have more 

clients, MADB is the single largest regulated provider in terms of number of clients and is the 

largest individual regulated provider by loan book value. More details on MADB follow in 

Section 7.3.3. 

Agricultural input providers offer small loans to a large number of farmers. The figure shown 

is estimated based on one input provider interviewed. Data for other input providers was 

not available and the total for this segment is therefore likely to substantially exceed this 

estimate.  

Most average loan sizes below proposed cap, but many loan ranges exceed cap. Average 

loans sizes reported in supply-side data mostly fall under K 500 000 (USD 529), the proposed 

cap for MFI loan size, although many categories of providers have loan ranges exceeding K 

500 000. For instance, some MFIs reported that their larger loans currently exceed K 500 000 

and that some loans can extend to as high as K 1.5 (USD 1 586) to K 1.7 million (USD 1 797), 

although very few do. These are mostly clients that have started with smaller loans and have 

graduated to this level. With the increased  loan size per acre, MADB paddy loans now 

extend up to K 1.2 million (USD 1 268), or K 120 000 (USD 127) per acre for up to 10 acres. 

Table 6 above (page 56) also shows that the average outstanding loan sizes of some 

economic groups41  exceed K 500 00042  (Farmers: K 641 000/USD 678 and Informal 

enterprises: K 785 000/USD 830). The average loan size reported in FinScope for those who 

only have a loan from an unregulated money lender also exceed K500 000 at K 635 000 (USD 

671). Regulated providers will, therefore, have difficulties competing with the unregulated 

providers due to the regulatory cap of K 500 000.  This will encumber the absorption of the 

unregulated credit market into the regulated credit market. 

                                                
40 Based on actual data for 10 banks (43 550) and estimate for 9 missing banks (using average number of credit clients for 7 
smallest banks) 
41 Average loan size of adults in economic group who currently owe money, not of all adults in economic group. 
42 Disbursed loans likely to exceed K500k for other categories where current outstanding loans are below K500k. 
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Figure 23: Take-up by institutions ordered by average income of clients 

Source: FinScope 2013 

Commercial banks predominantly provide credit at very high end of income. Figure 23 shows 

the average income of borrowers borrowing with different types of credit providers. 

Commercial banks serve a very small group of credit clients, but the average income of this 

group is far above any other group of credit clients (K 829 335 or 8.9 times the average 

income of Myanmar). Co-operatives serve a higher than average income group while MADB 

and unregulated money lenders on average have credit clients whose income is comparable 

to the total adult population (they also serve the biggest clients groups at 15% and 13% of 

ǘƘŜ ŀŘǳƭǘ ǇƻǇǳƭŀǘƛƻƴύΦ aCLΩǎ on average has the lowest income credit clients with an average 

monthly income of K 75 398 (USD 80). Figure 24 below illustrates the overlaps between 

borrowers from different providers. 

Figure 24: Overlaps between different categories of credit providers. 

Source: FinScope 2013 

Limited overlap between clients of commercial banks and other lenders. There is very little 

(to no) overlap between commercial bank borrowers and all other borrowers (except with 

money lenders and co-operatives). There is also very little overlap between those who have 

MFI loans, pawnshop or co-operative loans (illustration 3 and 4 in Figure 24). However, there 

are significant overlaps between adults who have a loan from a money lender, a pawnshop, 
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an MFI or a co-operative and adults who have a loan from MADB (illustration 1 in Figure 24). 

Between 19% and 40% of those who have money lender loans, pawn shop loans, MFI loans 

or co-operative loans also have a loan from MADB. Similarly, there are significant overlaps 

between those who have money lender loans and those who have either a commercial bank 

loan, co-operative loans, MFI loans and pawnshop loans, with between 19% and 43% of 

individuals who have one of these loans also having a money lender loan (illustration 2 in 

Figure 24).  

Regulatory cap on interest charges and high cost of unregulated credit. The cost of credit is 

strictly regulated in the formal sector. State financial institutions, such as MADB, charge up 

to 8.5% and commercial banks are regulated to a maximum of 13% (but it is common 

practice to also charge a 1% administration charge). MFIs are limited to 2.5% per month, or a 

nominal rate of 30% per annum. Co-operatives charge the same rate (30%). The unregulated 

sector, however, charges significantly higher rates. Regulated (by local authorities) pawn 

shops charge in the order of 36%, whilst unregulated pawn shops charge about 60%. The 

rates for unregulated money lenders vary, but if converted to an annual interest rate it 

would vary somewhere between 120% and 240%. The credit market therefore consists of 

four broad cost segments: 

¶ Under 15% - where the only providers are the MADB (and the SMIDB) and commercial 

banks; 

¶ Between 15% and approximately 36% - where regulated institutions  - MFIs and 

regulated pawn shops - are permitted to operate at a concessionary rate; 

¶ .Ŝƭƻǿ сл҈ ǿƘŜǊŜ ǳƴǊŜƎǳƭŀǘŜŘ Ǉŀǿƴ ǎƘƻǇǎ ƻǇŜǊŀǘŜ ǿƛǘƘƛƴ ŀ άǊŜŀǎƻƴŀōƭŜέ ǊŀǘŜ ŘǳŜ ǘƻ 

the security which they hold; 

¶ Above 60% where the purely unregulated and un-collateralised unregulated money 

lenders operate 

Table 9 below shows the interest rate bands that different institutional categories charge on 

their credit products. 

Institutional category Nominal Interest rate 

per annum 

State Financial Institutions 4 -8.5% 

Banks 8.5-13% 

MFIs 30% 

Co-operatives 30% 

Rice Specialised Companies 24% 

Regulated Pawn shops 36% 

Unregulated Pawn shops 60% 
Unregulated money lenders 120% + 

Table 9: Interest rates charged by institutional category 

Source: Supply side consultations  
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7.3.2. Commercial banks 

Small number of domestic state and commercial bank players. As at May 2013, Myanmar has 

a total of 24 local banks and 16 foreign bank representative offices (although the foreign 

offices have increased to almost 30 by March 2014). Four are purely state-owned43, two are 

considered semi-private44 (as they are co-owned by the government), two are private with 

government representation on their boards45 and sixteen are purely private banks. All local 

banks except the four state-owned banks are considered as commercial banks in the 

remainder of the document. Despite there being 16 foreign bank representative offices, 

there are currently no foreign bank branches offering financial services in Myanmar. 

However, joint ventures between local banks and some foreign banks may be permitted 

next year.  

aȅŀƴƳŀǊΩǎ ōŀƴƪƛƴƎ ǎŜŎǘƻǊ ƛǎ ŎƻƴŎŜƴǘǊŀǘŜŘ. In 2012 the market share of the three largest 

banks46 constituted 60% of total net assets, 40% of the total paid-up-capital, 63% of total 

loans and 63% of total deposits  (CBM 2012). Similarly, the five largest47 banks constituted 

73% of total net assets, 55% of the total paid-up-capital, 74% of total loans and 77% of total 

deposits (CBM, 2011-12).  

Commercial banks are the biggest providers of regulated credit. As at March 2013, 

commercial banks extended loans to the value of K 4 118 billion48 (USD 4.4 million), which 

constituted 78.5% of the estimated total regulated sector credit (see Table 10 below) and 

87.8% of total banking sector credit .  

Regulated providers Total loans outstanding 
(K billions) 

% of total 

Private banks 4 118 78.5% 

SFIs 57049 10.9% 

Pawnshops 412 7.9% 

MFIs 86 1.6% 

Co-operatives (non-MFI only)  5850 1.1% 

Total regulated credit 5 244 100% 

Table 10: Total loans outstanding by institution.  

{ƻǳǊŎŜΥ {ǳǇǇƭȅ ǎƛŘŜ ƛƴǘŜǊǾƛŜǿǎ ŀƴŘ ŀǳǘƘƻǊǎΩ ŜǎǘƛƳŀǘŜǎ 

  

                                                
43 Myanma Economic Bank, Myanma Agriculture and Development Bank (MADB), Myanmar Investment and Commercial Bank 
(MICB), Myanmar Foreign Trade Bank. 
44 Myanmar Citizens Bank and Yangon City Bank Ltd. 
45 Small and Medium Industry Development Bank (SMIDB), Myanmar Livestock and Fisheries Development Bank Ltd (MLFDB, 
soon to be Treasure Bank). 
46 Kanbawza, Myawaddy, Co-operative Bank 
47 Kanbawza, Myawaddy, Co-operative Bank, Myanmar Livestock and Fishery Development Bank and Myanmar Apex bank 
48 Estimated value. Based on actual data for 13 banks plus estimate for 6 missing banks (using average loan book for 10 smallest 
banks) 
49 This figure was calculated using the total loans outstanding for SFIs (excl. MADB) from the  CBM 2012 annual report (K 377 
billion) anŘ ŀŘŘƛƴƎ  a!5.Ωǎ ǊŜǇƻǊǘŜŘ ƭƻŀƴǎ ƻǳǘǎǘŀƴŘƛƴƎ  ŀƳƻǳƴǘ ŦƻǊ нлмо όY мфо ōƛƭƭƛƻƴύ 
50 Excludes MFI co-operatives 
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Total banking sector 
(commercial and 
SFIs- excl. MADB)  Mar-08 Mar-09 Mar-10 Mar-11 Mar-12 Mar-13 

GDP (K billions) IMF 
data 23 336  28 778  32 351  36 436  39 805  44 621  

Bank assets as % of 
GDP 8% 9% 12% 17% 21% n/a 

Bank credit as % of 
GDP 3% 3% 3% 5% 8% n/a 

Bank deposits as % of 
GDP 7% 8% 10% 13% 17% n/a 

Loans / deposits 49% 40% 36% 39% 46% n/a 

Loans / assets 40% 32% 29% 32% 38% n/a 

Cash/assets 44% 42% 38% 38% 29% n/a 

Government 
securities/assets 9% 18% 24% 21% 24% n/a 

Table 11: Selected performance indicators for total banking sector (Private banks and SFIs but 

excluding MADB).  

Source: CBM Annual Report (2012) 

Bank credit extension growing rapidly. The 2012 CBM annual report shows that bank 

deposits (including SFIs but excluding MADB51) grew by between 38% and 55% per year 

between 2009 and 2012 while  loans grew between 12.2% and 70.5% per year over the same 

period (Figure 25 below). Table 11 above also shows that the banking sector grew relative to 

the rest of the economy with banking assets growing from 8% of GDP in 2008 to 21% in 

2012. Given that commercial banks make up almost 90% of the total banking sector loan 

portfolio, the bulk of loan growth should have been driven by commercial banks.  Growth in 

2013 remained high, with the combined loan book of the largest three banks growing by 

35.6%, although individual bank loan books showed substantial variation (see Table 13 

below)52. The change in the growth trajectory of bank loans between 2010 and 2011 has 

largely been the result of a release of regulatory constraints (see Section 5 for details on 

these regulatory changes).  

Commercial banks lending out larger proportion of deposits and holding large proportion of 

assets in loans. Table 11 above show the loans to deposit ratio for the total banking sector 

(excluding MADB) decreasing from 49% to 46% while loans as a proportion of assets 

decreased initially but then returned to 38%. This would suggest that there is still some 

excess liquidity that could be intermediated into loans. The balance of assets is likely to be 

held in government bonds. This result is, however, skewed by the SFIs (particularly MEB as 

discussed below). Considering the ratios private banks only, the loan to deposit ratio was 

67% and loans made up 57% of assets as at March 2012. These ratios would have increased 

over the last year given the expansion of the loan portfolio. Commercial banks are, 

therefore, reaching the limits of their funding and this has been driving the expansion of 

deposit-taking. Table 12 also shows that private banks are generating a substantial portion 

of their income from non-interest revenue. Based on our consultations with banks, fees 

generated from general transaction fees are still limited but fees on transfers were noted as 

a substantial component of revenue. 

                                                
51 MADB is excluded in data reported in CBM Annual Report. 
52 Based on our estimate of total commercial bank credit for 2013, growth in total commercial bank credit was 43% between 
2012 (CBM data) and 2013. 
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Figure 25: Total banking sector (excl. MADB) loan and deposit growth 2009 to 2012. 

Source: CBM, 2012 

Commercial banks  Mar-08 Mar-09 Mar-10 Mar-11 Mar-12 Mar-13 

Operational cost ratio 52% 49% 45% 42% 41% n/a 

Net interest income as % 
of total income 53% 54% 49% 53% 61% n/a 

Table 12: Selected performance ratios for private commercial banks 

Source: CBM Annual Report (2012) 

3 largest private banks Growth in loans Growth in deposits 

KBZ 55.9% 46.8% 

MWD 10.5% 17.9% 

CB 7.7% 46.6% 

Average for combined book of 3 largest 
banks 35.6% 40.2% 

Table 13: Growth in the volume of loans and deposits of 3 largest private banks (2012 to 2013). 

Source: Supply side data received from banks; CBM, 2012: Table 3.1 

Commercial bank credit quality of concern. The 2011/12 CBM Annual Report notes concerns 

ƻǾŜǊ ōŀƴƪ ƭƻŀƴ ǇŜǊŦƻǊƳŀƴŎŜ ǎǘŀǘƛƴƎ ǘƘŀǘ ǘƘŜ άƘǳƎŜ ƴƻƴ-performing loan portfolio has been 

ǘƘŜ ƳŀƧƻǊ ǇǊŜŘƛŎŀƳŜƴǘ ƻŦ ōŀƴƪǎέΦ ¢ƘŜ ŎǳǊǊŜƴǘ ǊŜƎǳƭŀǘƻǊȅ ŦǊŀƳŜǿƻǊƪ ǊŜǉǳƛǊŜǎ ōŀƴƪs to 

report loans as sub-standard, doubtful or bad when principle or interest payments are 

overdue by 1-12 months, 12-24 months or more than 24 months respectively (CBM, 2012: 

p17). Given the short-term nature of loans, this will result in a substantial understatement of 

bad debt.  

Private banks provide large loans to a small number of clients. Commercial banks are 

estimated to only have about 60 000 credit clients53 with an average outstanding loan per 

credit client of around K 70 million54 (USD 73 996). Details available for some of the banks 

suggest that average loans vary substantially with a number of banks reporting average 

                                                
53 Based on actual data for 10 banks (43 550) and estimate for 9 missing banks (using average number of credit clients for 7 
smallest banks) 
54 Based on estimated total loans outstanding for all commercial banks. Actual data for both loan book outstanding and credit 
clients exist for only 10 banks, which have a combined average outstanding loan per credit client of K 75 million  
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loans in excess of K 150 million (USD 158 562), while the smallest reported average loan was 

K 5 million (AGD, USD 5 285) 55. However, minimum loan values for individual banks appear 

to be much lower than average loan sizes, with some banks indicating they have clients with 

loan sizes less than K 10 million (USD 10 571) and some banks also offering hire purchase 

products that start as low as K 100 000 (USD 106; see Section 7.5.3). All bank loans are 

short-term and require collateral (see Section 7.4 for discussion on product details). 

Private banks credit extension targeted predominantly at commercial customers. Other than 

hire purchase products, the product offering of commercial banks seems to be largely 

focused on targeting commercial customers (see Section 7.5.4 for a discussion on personal 

loan products offered by banks). Furthermore, the relationship between commercial banks 

and commercial customers seems to be long standing one, with some banks reporting only 

10% turnover in their credit client base per year. 

7.3.3. SFIs  

SFIs contribute 12.2% of total banking sector loans. There are four state-owned banks in 

Myanmar (MEB, MADB, MICB and Myanmar Foreign Trade Bank) which have a collective 

outstanding loan book of at least K 570 billion56 (USD 602.5 million), or 12.2% of total 

banking sector loans. SFIs as a group are therefore the second largest source of regulated 

credit based on loan volumes. However, a large proportion of MEBs outstanding loan book 

in 2013 consisted of wholesale funding to MADB which it uses to fund loans to farmers (so 

the net credit extension of this group could be overemphasised). 

Rapid SFI credit growth in 2012/13. While information is not available for all SFIs, the two 

largest players (MEB and MADB) rapidly expanded their loan portfolio in 2012/13. MADB 

expanded from K 84 billion (USD 88.8 million) to K 193 billion (USD 204 million) and MEB 

from K 123 billion (USD 130 million), of which K 13 billion (USD 13.7 million) was to MADB, to 

K 341 billion (USD 360.5 million), of which K 176 billion (USD 186 million) was to MADB. The 

net increase of MEB and MADBs loan book for the year excluding MEB lending to MADB is, 

therefore, 90%, up from K 194 billion (USD 205 million) to K 368 billion (USD 389 million). 

a!5.Ωǎ ƎǊƻǿǘƘ ǿŀǎ ŘǊƛǾŜƴ ōȅ ƛƴŎǊŜŀǎŜǎ ƛƴ ǘƘŜ ƭƻŀƴǎ ǇŜǊ ŀŎǊŜ ό{ŜŜ Section 7.5.1 for product 

details). However, the number of SFI branches declined by 2.2% over the same period, 

indicating that growth has been driven by factors outside of outreach (see infrastructure 

discussion in Section 6.1). Despite the rapid growth, SFIs still only lend out 9% of their 

deposits base and loans make up only 11% of SFI assets57. Detailed information is not 

available but it is likely that the balance of assets is kept in government bonds. This 

represents a substantial amount of funding that could still be intermediated into loans. 

Whether this is appropriate or feasible would require consideration of the trade-off with the 

current fiscal support that is provided through government bonds, which falls beyond the 

scope of this document.   

Operational efficiency is a potential concern for SFIs (excluding MADB). CBM (2012) reported 

cost to income ratios in excess of 90% for 2011/12 increasing from 75% in 2007/8. At the 

                                                
55 Only two out of ten banks that reported average loan value was less than K 70 million (USD 73 996), the other being  MCB 
with an average loan outstanding of K11m (USD 11.6k). 
56 56 Based on CBM 2012 data for all SFIs excluding MADB (K 377 billion/USD 398.5 mil) plus MADB 2013 loans outstanding (K 
193 billion/USD 204 million) 
57 Cenfri calculations based on data provided in CBM Annual Report. Driven largely by MEB with a deposits to loans ratio of 
11%. More detailed financials only available for MADB. 
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same time, the data for private banks shows cost-to-income ratios reducing from 52% in 

2007/8 to 41% in 2011/12 (see Table 12, page 66). This suggests that the overall high cost 

ratios are driven by high costs of operations in SFIs (excluding MADB). MEB cost data shows 

a cost-to-income ratio of 88%, whereas data available for MADB shows a reduction in cost 

ratio from 72% in 2009/10 to 48% in 2010/11 (see Box 4 below for a more detailed 

discussion on MADB). It is difficult to interpret the high cost ratios for MEB as it fulfils 

various other government functions (acting as government treasury) and also provide cash 

handling facilities to other SFIs like MADB.  

MADB is the largest single regulated credit provider in terms of numbers of clients. MADB is 

the largest regulated provider of credit in terms of numbers of clients providing loans to an 

estimated number of between 1.6 and 2.3 million farmers in 2013. It also has the second 

largest branch network (205 branches). In 2009/2010 MADB extended loans to 1.3 million 

farmers (MADB, 2011) but this has increased to between 1.6 million and  2.3 million farmers 

in 2012/2013, consisting of monsoon loans58 to 1.6 million farmers, winter loans to 0.7 

million farmers and pre-monsoon loans to 0.01 million farmers59. The total number is given 

as a range, because there may be some overlap between the data from the three seasonal 

loans provided. The total client pool would therefore be somewhere between 1.6 million 

(monsoon loans) and 2.3 million (total loans). 

MADB loans funded by subsidised funding. Until recently, MADBs loans were largely funded 

from deposits but following a collapse in its deposit book (see discussion in Section 8.3.2), 

the bulk of loans are now funded by a loan facility provided by MEB. MADB applied for and 

received K 1.4 trillion (USD 1.5 billion) from MEB in June 2013, for disbursement in the 

2013/2014 financial year60. This represents a substantial increase from K 568 billion (USD 

600.4 million) in loans disbursed to farmers during 2012/201361, and follows on a 

continuously increasing trend from 2009/2010 when loans disbursed were only K 93.5 billion 

(USD 98.8 million) (MADB, 2011). MADB charges 8.5% per annum interest on their loans, and 

funding received from MEB is in the form of a credit facility, with funding being withdrawn 

repayable within one year62 (short- term loan) and charged at 4% interest per annum63. In 

addition to the funding subsidy, MEB branches are also used by MADB for much of its cash 

handling (as MADB branches are not all equipped to handle cash). This is an additional cost 

subsidy that needs to be considered in the interpretation of the financials of MADB and 

MEB. 

Interest rates on MADB loans reduced substantially over last five years. MADB currently 

charges 8.5% per annum interest on their loans, which is at a substantial discount to loans by 

other market players. This is made possible by the subsidised finance provided by MEB. Prior 

to 2012, MADB charged interest rates of between 13% and 18% on its loans. During this 

period, the bulk of loans were funded from compulsory deposits (see discussion in Section 

8.3.2) on which MADB paid 8% interest. The institution managed to generate a surplus 

during this time and was, therefore, able to operate on a sustainable basis. As noted above, 

this surplus did not explicitly account for the cost of using MEB branch infrastructure for 

cash handling.  

                                                
58 aƻƴǎƻƻƴ ƭƻŀƴǎ ŀƭǎƻ ƳŀƪŜ ǳǇ άƴŜŀǊƭȅ ул҈έ ƻŦ ƭƻŀƴǎ ŘƛǎōǳǊǎŜŘ ƛƴ ǘŜǊƳǎ ƻŦ ǾŀƭǳŜ όa!5., Aug, 2013) 
59 Information received directly from MADB (Aug, 2013). 
60 Information received directly from MADB (Aug, 2013). 
61 Information received directly from MADB (May, 2013). 
62 Although MADB township branches have to pay quarterly interest to MEB Branches. 
63 MEB normally charges 13% interest rate per year, and the difference (9%) can be seen as a subsidy to MADB. 








































































































































































































































































































