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o Garments in Myanmar
0O one of priority sectors in Myanmar 2013 NES
a >60% of classified manufacturing exports
a 30% annual growth rate

0O (Alongside Ethiopia) emergent sourcing hub for international brands

o Partners: MGMA, Ministry of Commerce, Information Matrix, Revo
Tech, IGC

o Timeline: November 2013 — June 2016 (& onward ...)
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o Find a doable, self-contained, intervention that would be useful for
MGMA and provide us with an entry point to build long term
relationships in the sector

mp Digitizing IL application system within MGMA
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Domestic firms: CMP
Foreign Firms: FOB

2

Duty exemptions for imports of inputs used in CMP exports

Need to set up system monitoring utilization of imported inputs (on top
of standard customs procedures)

4

MGMA endorses IL application before MoC approval



Import Licensing Process

Factory
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1. Factory receives an export order



Import Licensing Process

Factory Factory
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2. Factory submits to MGMA an application, detailing export
order and the corresponding detailed inputs



Import Licensing Process
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MGMA Rejects

3. MGMA reviews the application

(is the amount of imports on which duty exemption is requested compatible with
export contract?)



Import Licensing Process

MoC Rejects
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MGMA Rejects

4. MGMA approves, factory applies to MoC for an IL



Import Licensing Process

MoC Rejects
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MGMA Rejects

5. Import of intermediate inputs can happen



Initial Gap

All steps were carried out on paper & in person

> enormous amount of paperwork for the firms



Paper Application

1> THE SUPPLIER SHOULD PROVIDE THE PRODUCER AS A RAW MATERIALS THE FOLLOWING FOR THE
PRODUCER OF GARMENT AGREED UPON BETWEEN THE TWO PARTIES UNDER THE TREM OF CONTRACT,
7> THE PRODUCER AGREES THE IMPORT OF RAW MATERIAL UNDER THE TERM AND CONDITION SET OUT
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Paper Application (Cont’d)
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Initial Gap

All steps were carried out on paper & in person

> enormous amount of paperwork for the firms
> MGMA not able to effectively carry out assigned task

> Enormous waste of potentially precious information



Goals

o Develop e-system to digitize the process
0 Something simple, “self-sufficient”, not subject to future hold-ups
0 Compatible with TradeNet from MoC

o Longer term: build a relationship
0 Bring everyone on board
0 Will the system be useful?
0 Will factories use it? will system still be needed?
0 Will it impact MGMA financial position?
0 Vested interests?
QA



How does e-system work?



E-system: steps

o Factory logs in to the e-System using their credential and one-
time-password on e-token 1ssued by the MoC.



Online Application
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Myanmar Garments

New Applications

Order Information
v Information
= D and ED Currency for Import/Export Items  =» UsSD

Total FOB Value = : 0.00
Total CMP Value = 11310.00

Total CIF Value = - 171

Import/Export Items

How many types of Export Items

Total Quantity of Export ltems

How many types of Import Items




E-system: steps

Factory logs in to the e-System using their credential and one-time-password on e-
token 1ssued by the MoC.

Factory inputs all required information in the e-System, and upload digital copy of
pro-forma invoice and contract. Factory submits the IL application.

MGMA receives the submitted application, and checks the information. MGMA
endorses the application.

O Algorithm automatically checks and flags issues in the application

MoC receives the submitted application via infegration between the e-System and
MoC’s TradeNet. MoC checks the information and issues the IL, which will be
sent to the factory’s registered email.



Import License Application Process Steps

Inputs all Once Moc approves, reviews Import materials
data MoC'’s license approval and export
required notice on the e-System produced goods
for the
application
on the e-
System

Import License
automatically sent to
the factory through
the e-System

Logs to the
e-System to

review Reviews and monitor

submitted application
Endorses/rejects information with
the application automatically logged
based on the customs data

review

Customs data
logged and
generated into
Trade Data
Reporting System

Endorsement
feeds into the
MoC System as
e-certificate

MoC

MoC approves/rejects

based on its review of
the application
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o May 27, 2016 — factory training

o May 30, 2016 — TradeNet & E-System launch event



Factory Training and

MoC Launch Ceremony
—_—

“pully Online Licensing System
mdoppesimabyeqieyd”



Where do we stand ?

o May 26, 2016 - MGMA training
o May 27, 2016 — factory training
o May 30, 2016 — TradeNet & E-System launch event

o June 7%, 2016 — System launch !!

a No take-up RCT: MGMA & MOC requested system to be
compulsory ©



What can the system be used for ?



Data & System Policing

Data on applications from factories are stored in the system

(Eventually) Algorithm uses assigned input coefficients & automatically
scores applications

(To submit further applications) factories must match their original
application to actual Import Declaration and Export Declaration from MOC

Import/Export Customs data shared by MOC

Automatic check of self-reported and actual import/export behaviour

0 De facto impossible with previous system



Real cases of fraud that can be avoided

o Importing and selling excess inputs on the domestic market

0 MGMA checks the ratio of inputs to outputs (eventually this process will be semi-
automated)

o Factories importing using an import license, but never exporting

0 Factories are not able to apply for further licenses (1) unless they have
matched their past licenses against actual export data, or (2) if the total
export weight is below 70% of total import weight.

o Agents issuing import licenses without the factory’s knowledge

0 Import license applicant must possess e-token (only one is issued per
factory, and the password changes every 30sec)



Platform to Build Further Services

o System generates real-time accurate data on exporters’ operation

0 Extension to include information on capacity, capabilities, product lines, etc.

o Next steps: develop system potential

O

1.

2%

3.
4.

Match — making,

Contract Enforcement / Rating systems

Access to finance

System can be easily transferred & integrated with Customs ES and MACCS
Extend to other products & competing authorities (CMP, Wood, food...)

— Trigger organizational change in MGMA



Data & Research
(WIP with J. Cajal-Grossi & G. Noguera)

o Explores a similar dataset from Bangladesh (larger sample, but lower quality data)

o Matching inputs utilization to export transactions allows to recover transaction-specific
mg costs and mark-ups

o Preliminary findings:
1.  Substantial variation in mark-ups even within exporters across buyers;
2. Costs | with experience in (HS6) export product (but not with exp. in other products);
3.  Within products, there are significant across-buyer externalities in learning;
4. Cost reductions are largely passed down to buyers; but exporters gain from externalities;
5.  Significant heterogeneity in buyers’ sourcing strategies (& effects)



Replication ?

o Benefits (of research) are built in the approach:

Q improve functioning of a particular institution / organization
along a key dimension

o Can we replicate this modus operandi elsewhere?

o Two opportunities (joint with A. Khandelwal & M. Teachout)
Q Thilawa SEZ
a DICA



Final Thoughts

o Relationship building with not-so-well functioning organization

0 Start small: find one small, doable, thing that could trigger broader
change - prospect for future journey

0 Be there, be very patient

o Some differences with John’s work in Ethiopia:
a Context
Q Business Association vs. Investment Agency

Q Earlier stages 1n the journey



