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Summary 

From the perspective of economic development, 

higher education systems have two primary functions 

in contributing to a country’s economic development. 

First, it trains and produces skilled workers, specialized 

experts, and professionals, all indispensable human 

resources in bringing about economic development. 

Second, it generates, makes use of and disseminates 

new knowledge and technical know-how, therefore 

enhancing productivity and sustaining economic 

growth. Through these two important functions, 

higher education institutions (HEIs) contribute to 

economic development and keep a country 

competitive in this globalized age. However, realizing 

the above functions of HEIs requires institutional 

autonomy. There is a strong relationship between 

institutional autonomy and higher education 

development; a higher degree of autonomy is 

associated with enhanced graduate competencies 

and increased quality and quantity of research output 

(Ritzen, 2016). Recognizing this fact, the Myanmar 

government has moved in the right direction toward 

greater autonomy in HEIs. In the context of 

Myanmar’s higher education system, institutional 

autonomy has four different aspects which are 

considered of primary importance: (1) organizational 

autonomy, (2) academic autonomy, (3) staffing 

autonomy and (4) financial autonomy. In this policy 

brief, Myanmar’s current government funding model 

and methods will be discussed, and alternative 

models will be suggested.  

 

Background  

In recent decades, the Higher Education System of 

Myanmar dramatically expanded in terms of both 

supply and demand. From the supply side of higher 

education, the total number of higher education 

institutions (HEIs) increased from 32 in 1988 to 163 in 

2012, a fivefold increase over the quarter of a century. 

From the demand side of Myanmar’s higher 

education, there is a rising trend in terms of total 

higher education enrollment per year (JICA, 2013, p. 

105). In 2005, the total higher education enrollment 

was 569,773 and increased to 931,180 in 2018, a 

dramatic increase in higher education participation. 

Overall, total higher education enrollment grows at an 

annual average of 8 % per year, making a total 

increase of 56% during the period 2010 -2018 period 

(CSO, 2018). The increasing trend in higher education 

participation is likely to continue, given 14.2 million or 

24 % of Myanmar’s population as of 2018 are 14 years 

of age and below (UNESCO Institute for Statistics 

(UIS), 2020).  

As Myanmar’s higher education is experiencing 

significant growth, government budget allocation for 

higher education is declining in relative terms. 

Although higher education enrollment grew by 63 % 

during 2013-2017, the higher education funding by 

the government increased by only 3% in the same 

period. More strikingly, the government’s higher 

education cost per student in the same period is 

showing a downward trend. It has declined to 

290,000 MMK in 2017-2018 from 400,000 MMK in 

2013. Therefore, government expenditure on higher 

education is not keeping up with the rate of growth in 

the sector. Committed to improving higher education 

access, quality and employability in the National 

Education Strategic Plan (NESP) (2016-2021), the 

government has increased its spending on higher 

education in recent years. In 2019, the higher 

education budget appropriation increased by 44%. 

However, as shown earlier, that is still inadequate. In 

the NESP, a transformational shift regarding higher 

education is stated as achieving the goal of “students 

having access to the world-class higher education 

system, which leads to better opportunities for 

employment and significant contribution to the 

knowledge-based economy” (Ministry of Education, 

2016, p. 12). To achieve this goal, the government 

needs to pool more resources into higher education. 

However, increased government resources do not 

always translate into desired measurable outcomes 

in HEIs. To do so, the government needs to allow HEIs 

more freedom in managing their financial affairs with 
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less intervention. The key question is how the 

government should allocate its funding to HEIs in a 

way that achieves its stated aims in the NESP on the 

one hand, and allows HEIs to operate freely in their 

financial affairs on the other hand. In other words, 

what is the best funding model by which the Myanmar 

government can allocate its limited resources to HEIs 

efficiently and effectively?  

 

 

Figure 1. Myanmar's higher education funding and enrollment trends. Source: CSO (2018), MOPF (2019). 

 

Recent Developments in Financial Autonomy  

Financial autonomy can be defined as the ability of a 

higher education institution “to decide on the internal 

allocation of public and private funds, to diversify 

sources of income (for example through tuition fees 

and other private contributions), to build up reserves, 

and to borrow funds on the capital market” (Center 

for Higher Education Policy Studies (CHEPS), 2010, p. 

4). Accordingly, financial autonomy involves such 

elements as independent management of public 

funding, the right to keep a surplus, engaging in 

income-generating activities, the right to charge 

tuition fees, the right to own buildings, the right to 

borrow in financial markets (Iwinska & Matei, 2014).  

The government of Myanmar has initiated many 

reforms in the area of institutional autonomy in 

higher education with particular progress being made 

in academic autonomy. In terms of financial 

autonomy, all HEIs (universities, colleges, degree 

colleges) are now legally allowed to establish their 

own self-administered fund according to National 

Education Law (2004) and its amendment (2015). This 

is a step in the right direction toward greater financial 

autonomy for several reasons. First, quality higher 

education is expensive, and the government alone 

cannot afford to pay for all higher education costs in 

the long-run. It is true that Myanmar needs to 

continue providing funds to HEIs that are vulnerable 

in terms of their financial ability. However, the higher 

education sector can also rely on diverse revenue 

sources to lift some proportion of cost burdens from 

the government. Another important reason is, by 

allowing a self-managed funding system, HEIs will 

become more efficient and accountable in their 

attraction and use of funding resources. In other 

words, they will have to compete with each other for 

funding and other resources from non-government 

sources such as students, donors, and industry. The 
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competition will encourage universities to adapt 

under competitive and changing situations. It will also 

motivate HEIs to deliver quality education services 

that guarantee graduate employability, link its 

research activities with the business industry, and 

serve community needs. 

That being said, reforms in institutional autonomy 

thus far are still limited to granting autonomy to 

eighteen universities in their admission policy. 

Regarding financial autonomy, the self-administered 

fund is not yet established in HEIs. Moreover, there is 

no established funding mechanism for research in 

HEIs. Currently, research costs are administered by 

individual HEIs and compensated by the relevant 

ministry (Win & Kyaw, 2019, p. 6). In addition, there is 

no clear government policy regarding how to manage 

revenues attained from Human Resources 

Development Class (HRD) when universities are 

granted financial autonomy. Under the current 

financial system of universities, universities are 

required to provide 40% of HRD revenue to the state 

and the remaining 60% is allowed to be spent on 

individual HEI activities (Win & Kyaw, 2019, p. 7).  

When HEIs are given a degree of financial autonomy, 

all revenues should be funneled into the HEI’s self-

administered funding and spent without intervention 

by the government, except for financial auditing. 

The government also needs to be innovative in its 

higher education budgeting approaches rather than 

continuing to use the current system. Under the 

current system, which is line-item budgeting, HEIs are 

very limited and restricted in their ability to spend 

allocated funds following their priorities and strategic 

planning. HEIs are required to ensure that all 

expenses are equated with the allocated budget, and 

overspending is avoided. Thus, the current budget 

mechanism focuses on controlled transactions and 

cost overrun rather than on performance or effective 

utilization of resources. Also, HEIs are required to 

surrender budget surpluses at the end of the fiscal 

year, therefore limiting the ability of HEIs to reallocate 

the budget in potential areas of institutional 

improvement. According to Deshpande & Renu 

(2017, p. 1), the current budget system of Myanmar is 

“top-down driven, elaborate, and guided by past 

practices”.  

A recent survey Win & Kyaw (2019) on the current 

financial system of Myanmar universities highlighted 

some of the key challenges facing HEIs in terms of 

internal allocation of funds. 69% of HEIs surveyed 

responded that they do not have freedom to use the 

budget for items not listed in the current expenditure; 

likewise, 83.8% of HEI survey respondents maintained 

that there is no budgetary freedom regarding capital 

expenditure. More than two third of HEIs say that 

budget headings cannot be modified and adjusted at 

the discretion of the university. Importantly, 77.9% of 

HEIs admit that the procurement of capital goods 

such as machinery and construction cannot be 

decided at the discretion of the university. That 

means HEIs have to seek approval from the relevant 

department and ministry before making such fiscal 

decisions. Moreover, 89.7% of HEIs responded that 

budget overrun is not allowed under any 

circumstance. And the budget allocated under other 

account headings cannot be transferred or used for 

emergency spending for operations of the university. 

The results the survey of Win and Kyaw (2019) show 

that there is little financial freedom for universities in 

their internal financial management (see Figure 2 

below).  

 

69% of HEIs surveyed responded that they do not have 
freedom to use the budget for items not listed in the 

current expenditure; likewise, 83.8% of HEI survey 
respondents maintained that there is no budgetary 

freedom regarding capital expenditure 
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Figure 2. Opinion Survey of Budget Implementation at HEIs of Myanmar. Source Win and Kyaw (2019). 

Alternative Funding Models  

A starting point for innovating the current funding 

system is introducing block-grant (lump-sum) 

budgeting to replace the old line-item budgeting 

approach. Iwinska and Matei (2014) observe that 

Myanmar is moving away from line-item budgeting to 

block-grant budgeting, which is more in-line with 

institutional autonomy. In addition, the Ministry of 

Education (2016) acknowledged that, to support the 

acceleration of university development, a new form of 

budget allocation should be based on a lump-sum 

basis, approved by parliament, and added that HEIs 

should have more decision-making power in terms of 

internal allocation of funds to strategic priorities. The 

shift to lump-sum budgeting is commendable due to 

its merit of enhancing institutional autonomy. By 

definition, block-grant budgeting involves financial 

grants provided by the state that covers several 

expenditure categories such as teaching, operating 

costs, and research. That is, “universities are 

responsible for dividing and distributing such funding 

internally according to their needs (the flexibility may 

be curtailed by minor restrictions)” (Pruvot, Claeys-

Kulik, & Estermann, 2015, p. 101). 

However, the question remains as to the 

government’s choice of funding models that focus on 

efficiency, accountability, and performance of 

individual HEIs under block-grant budgeting. The 

following is an outline of several funding mechanisms 

widely adopted in Europe from which important 

lessons can be drawn for Myanmar’s higher education.  

Incremental Budget Funding  

Incremental budgeting is a funding allocation model 

under which next-year budget preparation is based 

on the current year’s budget. This budgeting allows 

only a few changes (up and down) in the allocated 

budget amount, following changes in operating costs 

like salaries, benefits, utilities, inflation, as well as 

expected additional needs driven by enrollment 

increases or plans for new or expanded services. 

More often, this funding approach does not reflect 

the volume of activities performed by HEIs nor 

specific institutional characteristics such as 

institutional missions, goals and strategic planning 

priorities. In addition, the internal use of public funds 

is highly controlled, leaving little space for 

administrative reform and innovation. In terms of 

institutional performance, there is no link between 

funding and outcomes or output of an individual HEI.  

Formula Based Funding  

Essentially, a funding formula (or guideline) is a 

mechanism used to determine the level of public 

resources allocated to HEIs by a mathematical 

formula composed of weighted variables based on 

indicators such as student enrollment, etc. (Layzell, 

2007, p. 6). Indicators used in funding formulae can 
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range from the very simple, such as HEIs receive $X 

per full time equivalent student to the very complex 

such as allocated funds are determined through 

various sub-formulas for teaching, research, level of 

instruction, and programmatic costs (ibid.). In 

addition, indicators can be either input-related such 

as the number of students (at undergraduate or 

postgraduate levels), which is often the case, or 

output-related (completion rate, number of degrees 

produced), which is less common. There are many 

built-in characteristics of formula funding. One of its 

most important characteristics is “an objective 

procedure for estimating the future budgetary 

requirements of a college or university through the 

use of objective data about future programs, and 

relationships between programs and costs, in such a 

way, to derive an estimate of future costs” (James 

Miller, as cited in Newman, 2013, p. 278). Another 

important feature is accountability and transparency 

of public spending. It ensures public transparency by 

linking funding to measurable outcomes and thus 

provides justification for higher education budgeting 

when demanded by the legislature.  

However, there are downsides to formula funding as 

well. By using a standardized formula, HEIs would 

become more incentivized to emphasize factors that 

are not necessarily aligned with their mission or their 

development over the long-run. For instance, an HEI 

may be incentivized to emphasize student enrollment 

at the expense of quality in teaching and other 

educational services. In order to counteract such 

unanticipated consequences, a range of factors need 

to be considered in the development of formula 

funding, combined with strong internal quality 

assurance mechanisms and other funding 

approaches such as  budgeting on a historical basis. 

(Pruvot, Claeys-Kulik, & Estermann, 2015, pp. 11-12). 

Moreover, student enrollment is frequently used as a 

base requirement for higher education funding, and 

as a result, it poses difficulties in terms of financial 

stability in a period of major enrollment fluctuations.  

Performance-based Funding  

The definition of performance-based funding is 

understood very differently in various higher 

education systems across the world. It is often 

perceived as associated with formula funding and 

performance contract. A more comprehensive 

definition of performance-based funding is 

developed by Pruvot, Claeys Kulik and Estermann 

(2015) as the output (at different stages) of a process 

of learning/teaching, research, or interaction with 

external stakeholders such as business, industry, and 

community. Performance-based funding can be used 

as a steering tool or incentive mechanism to shape 

and influence institutional behaviour in a way that 

promotes institutional performance in areas of 

activity which are aligned with the state’s higher 

education goals and policies. However, a holistic view 

should be taken in adopting performance funding 

because performance funding does not always lead 

to institutional performance improvement and, in 

some cases, can even be counterproductive.  For 

example, excessive emphasis on research output can 

lead to decline in both research and teaching quality. 

Performance Contract Funding  

Simply put, performance contract is the agreement 

made between public funding agencies (Ministry of 

Education or higher education coordinating agencies) 

and individual HEIs concerning certain specified goals 

or targets to be achieved in a given period of time 

which normally takes two or three years (Pruvot, 

Claeys-Kulik, & Estermann, 2015, pp. 36-37). For 

example, an institution receives $X if it achieves the 

minimum threshold number of bachelor graduates 

within a specified period. The indicators used are very 

much like those used in funding formulae, the only 

difference being that formula indicators measure 

past performance whereas performance contracts 

focus on the future achievement of stated goals. The 

performance contract model is similar to 

performance-based funding, but different in that it 

sometimes considers such non-output indicators as 

minority student enrollment or the inclusion of 

gender equality in academic positions. Performance 

funding, funding formulae, and performance 

contracts are quite alike and indeed can all be used 

as an incentive mechanism by funding authorities to 

align state goals with those of HEIs, to improve 

accountability and efficiency in using public resources.

A starting point for innovating the current 
funding system is introducing block-grant 
(lump-sum) budgeting to replace the old line-
item budgeting approach 
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Choice of Funding Models for Myanmar Higher Education  

Each funding model has its own advantages and 

disadvantages. It is the right mixture of funding 

models that can lead to efficient and effective use of 

public funds. Moreover, the adoption of models that 

allocate block grants depends on a number of factors, 

both external and internal.  

Externally, the combination of funding models needs 

to incorporate the government’s goals and policies 

for higher education. Internally, the funding 

combination also needs to take into account the 

diversity of HEIs in terms of missions, types, 

programmes, and policy priorities. In the context of 

Myanmar’s higher education, the government’s goals 

in the NESP can be best summarized in three key 

terms: quality, access, and equity.  

By adopting a block-grant budgeting system, the 

government can then consider a combination of 

budget allocation models based on incremental basis 

and funding formulae in order to enhance 

transparency and link budgets to measurable 

outcomes. A large share of the block grant should be 

negotiated on an incremental basis with the Ministry 

of Education to cover basic operating costs on items 

such as salaries, infrastructures and equipment. The 

rest of the block grant can be allocated based on 

funding formulae for teaching and research, in which 

various indicators related to input, throughput, and 

output should be intergraded. Indicators used, which 

are also consistent with the use of performance-

based and performance contract funding models, 

should reflect one or more national policy goals such 

as access, quality, and equity.  

For instance, in formula related to teaching, indicators 

may include: number of students enrolled, number of 

minority students enrolled, gender ratio, student 

satisfaction, student retention rate, and the number 

of degrees produced. For research activities, 

indicators may include: the number of peer-reviewed 

publications and the impact factor of journal 

publications, amount and source of research income, 

international research partnerships, supervision and 

completion rate of doctoral (PhD) students.  

However, as discussed, performance-related 

indicators in the formulae do not necessarily lead to 

improved quality and outcomes in HEIs. Therefore, 

counterbalance measures, such as strengthening 

quality assurance mechanisms and the cultivation of 

quality HEI culture, need to be established by 

individual HEIs. Moreover, HEIs need to be actively 

involved in the formulation, selection and 

implementation of indicators to be used in funding 

formulae. In order to do so, they must have 

institutional autonomy as a prerequisite so that real 

dialogue can take place. 

 
Figure 3. Myanmar’s Higher Education Funding Model Proposal. 
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Recommendations 

 

The Myanmar government’s budget for higher education, albeit increasing in recent years, is not keeping 

up with the rate of growth in enrollments in higher education. The government therefore needs to increase 

funding in order to achieve the strategic goal of equitable access to a world-class higher education system. 

 

The current line-item budgeting model has focused on controlling, rather than freeing HEIs in their financial 

affairs. That system needs to be replaced by block-grant budgeting where HEIs have more freedom in the 

internal allocation of public and private funds.  

 

The legal provision of the right to establish self-administered funds is a positive step in improving financial 

autonomy for HEIs. However, many restrictions on the allocation of revenues, such as income from HRD 

programs, is still subject to intervention by the government. All revenue generated should be freely 

managed and allocated by HEIs themselves.  

 

 

Finally, Myanmar has been shifting to a block grant system, but the question remains as to how the 

government should best allocate funding to HEIs in a way that improves performance and ensures 

accountability of HEIs. The mix of funding models, that is, allocation based on incremental basis and funding 

formulae is a feasible alternative funding approach for the government. This approach will steer HEIs toward 

improvement in areas of activity which are related to the government’s policy goals and priorities for higher 

education. Institutional autonomy is a prerequisite for this model to be put into practice. Moreover, to 

counter unanticipated effects, HEIs should have strong internal quality assurance mechanisms.  
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