
DOMESTIC FOUNDATIONS

The first two precepts of the charter are about the 
preconditions that should be in place before countries choose 
to develop their natural resources. These precepts provide a 
framework for ensuring that the sector is managed effectively, 
coherently and in a manner that benefits current and future 
generations. This requires a comprehensive strategy, a clear 
legal framework and competent institutions. Transparency and 
accountability are key to ensure that rules are followed and 
enforced. 

THE EXTRACTIVE INDUSTRY DECISION CHAIN

Precepts 3 to 10 address the decisions that governments must 
make to ensure that countries’ natural resource wealth is 
transformed into sustained prosperity for citizens. The precepts 
include the discovery of resources and the decision to extract 
them; negotiating a good deal with companies; managing the 
revenues that are generated effectively; and, finally, investing 
resource wealth in a manner that drives sustainable 
development.

INTERNATIONAL FOUNDATIONS

The final two precepts of the charter are about how 
international companies, foreign governments and other actors 
can work together to help citizens of resource-rich countries 
achieve sustained, inclusive prosperity. This is important 
because a country’s best efforts to manage natural resources 
responsibly may fail if there is insufficient support from the 
international community.

ownership. Legislatures, civil 
society organizations and the 
media can then use that 
information to scrutinize the 
government and demand that it 
manage the sector efficiently and 
in the public interest.

STRATEGY,
CONSULTATION AND
INSTITUTIONS

Governments should manage 
natural resources in a way that 
benefits current and future 
generations and shields citizens 
from the sector’s negative 
impacts. 

PRECEPT 1

ACCOUNTABILITY AND
TRANSPARENCY

Decision-makers should be 
accountable to an informed 
public. A prerequisite for this is 
transparency around the entire 
chain of decisions being made in 
the sector, including those 
concerning revenue flows, 
contracts and company 

PRECEPT 2

inappropriate roles or the 
companies are poorly governed, 
this can be problematic. Particular 
risks arise when national 
companies fulfill both regulatory 
and commercial roles. As a result, 
it is essential that national 
companies are publicly 
accountable, have a clearly 
defined mandate, and operate 
efficiently.  

NATIONALLY OWNED
RESOURCE COMPANIES

Many countries establish 
nationally owned resource 
companies with the aim of 
generating income for the state, 
facilitating technology transfers 
and giving the government 
greater influence over operational 
decisions at extractive projects. 
However, if governments assign 

PRECEPT 6

resources and are therefore 
intrinsically unsustainable; they 
are highly volatile; and they can 
have negative macroeconomic 
impacts. It is important that 
governments address these 
challenges in a far-sighted and 
strategic manner.

difficult cuts when markets 
slump. To avoid this, governments 
should smooth domestic 
spending in the short term and 
diversify their economies away 
from dependence on natural 
resources in the long term. 

REVENUE DISTRIBUTION 

Governments must decide what 
to do with the revenues they earn 
from natural resources. Efficient 
and equitable distribution across 
society—but also between 
current and future 
generations—is essential. 
However, this is made difficult by 
the nature of extractive revenues: 
they come from non-renewable 

PRECEPT 7

REVENUE VOLATILITY

Because governments do not 
know how much revenue they will 
earn from natural resources in the 
future, it is difficult to ensure they 
are using the money they are 
earning well. Many countries 
spend too much during boom 
times and then have to make 

PRECEPT 8

strengthen the government’s 
overall ability to make spending 
decisions in a far-sighted and 
equitable way, and to increase the 
capacity of the broader economy 
to absorb further investment.  

GOVERNMENT SPENDING 

Large amounts of revenue can 
pose challenges, particularly 
when government bureaucracies 
are too small or inexperienced to 
manage big budgets. If 
mismanaged, resource windfalls 
might be misspent. But they can 
also be an opportunity to 

PRECEPT 9

PRIVATE SECTOR 
DEVELOPMENT

Governments should use 
resource revenues to encourage 
the growth of a diversified 
economy. However, dependence 
on natural resources often 
undermines rather than 
strengthens sustainable growth in 

PRECEPT 10

EXPLORATION AND
LICENSE ALLOCATION

Governments should encourage 
efficient exploration and 
production, and allocate licenses 
in a transparent manner using 
objective criteria. As a first step, 
they should build an 
understanding of the country’s 
resource base. That information 
should be used to decide which 

PRECEPT 3

TAXATION

The principal benefit that 
countries can derive from their 
natural resources is usually 
government revenue. This can 
fund economic development and 
support the wellbeing of citizens. 
The tax regime should deliver 

PRECEPT 4

LOCAL EFFECTS

Natural resource projects often 
have significant negative 
environmental and social impacts, 
which are disproportionately felt 
by people living in the vicinity of 
operations. Governments should 
assess potential impacts  before 
extractive activity starts and 
ensure companies put in place 
measures  to avoid or minimize 

PRECEPT 5

potential negative impacts, 
enforcing strict anti-bribery rules, 
and making project information, 
such as revenue payments and 
contracts, publicly available. 
Companies should require their 
partners, contractors and 
subcontractors to make similarly 
strong commitments. 

ROLES OF MULTINATIONAL
COMPANIES

Natural resource companies 
should commit to the highest 
environmental, social, human 
rights and governance standards. 
They should do business in a 
manner that supports sustainable 
development in host 
communities and countries. This 
includes assessing and mitigating 

PRECEPT 11

disclosure of extractive sector 
information; ensuring compliance 
with recognized human rights, 
environmental and social stand-
ards; reducing illicit financial 
flows; and tackling corruption.

ROLE OF INTERNATIONAL 
COMMUNITY

Members of the international 
community should promote best 
practice standards in the natural 
resource sector. This includes 
monitoring and enforcing 
requirements on the public 

PRECEPT 12

NATURAL RESOURCE 
CHARTER DECISION
CHAIN

areas to open up for exploration. 
The government should then 
allocate licenses to companies 
which have the technical and 
financial capacity to carry out 
exploration or production in a 
manner that is beneficial to the 
country.

harm. At the same time, projects 
can generate benefits through job 
creation, demand for goods and 
services, infrastructure 
development and community 
investments. Governments 
should seek to maximize these 
positive impacts

other sectors. It is important that 
governments address this 
challenge by improving the 
enabling environment for 
businesses. 

strong returns for the state within 
a reasonable timeframe while 
attracting high-quality investors. 
To achieve this, governments 
should develop clear, coherent 
and progressive tax regimes that 
they then effectively enforce. 

To achieve this, a clear, 
comprehensive and inclusive 
national strategy should guide the 
development of the sector. The 
successful implementation of 
such a strategy relies on a strong 
and enforceable legal framework 
and competent institutions.



DOMESTIC FOUNDATIONS 
FOR RESOURCE GOVERNANCE
(Precepts 1 and 2)

In recent years, Myanmar has started 
to implement major resource 
governance reforms. Laws and 
regulations in the mining sector are 
being reviewed and a 
multi-stakeholder process is 
underway to formulate a national 
gemstones strategy. Transparency 
has been improving throughout the 
sector, thanks in part to renewed 
efforts to become compliant with the 
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DISCOVERY AND DECIDING TO 
EXTRACT
(Precept 3)

In the oil and gas sector, processes for 
allocating licenses are becoming 
more transparent and objective, 
helping to attract major international 
companies in the most recent 
licensing rounds. In the minerals and 
gems sector, licensing is constrained 
by extremely limited data on the 
country’s resource base. Processes for 
awarding licenses are complex and 
opaque with the legal framework 
providing little detail on how decisions 

GETTING A GOOD DEAL
(Precepts 4, 5 and 6)

Natural resources already generate 
significant revenue for the 
government though a lack of 
transparency makes it difficult to 
assess the true value of the sector. In 
addition, full value is likely not being 
realized due to the lack of coherence 
and clarity in the fiscal framework and 
weak enforcement. This is a particular 
problem in the gemstones sector 
where underreporting and 
undervaluation of production are 
widespread. Despite progress, the 

Extractive Industries Transparency 
Initiative (EITI).  

However, the roles and 
responsibilities of different 
government entities remain poorly 
defined and enforcement of the legal 
framework is weak. In most cases, 
contract terms, as well as social and 
environmental impact assessments, 
are not publicly accessible and 
government agencies often do not 
enforce penalties in case of 
violations. 

are made. The gemstones sector has 
been particularly problematic. In 
2016, this led the government to halt 
the issuing of new permits until legal 
reforms are finalized.  

There are plans to shift responsibility 
for granting licenses for artisanal and 
small-scale production in the 
minerals, gemstones and oil sector to 
Myanmar’s states and regions. It 
remains to be seen how this will 
impact resource governance in the 
country.

system also lacks adequate 
safeguards to ensure that potential 
positive benefits like local 
employment are maximized and that 
negative environmental and social 
impacts are mitigated. 

Myanmar’s state-owned economic 
enterprises (SEEs) – which are highly 
influential in the natural resource 
sector – pose a further challenge. 
Their roles and responsibilities are not 
clearly defined and commercial and 
regulatory functions are blurred, 
creating potential conflicts of interest. 
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INVESTING FOR SUSTAINABLE 
DEVELOPMENT
(Precepts 9 and 10)

Creating an attractive investment 
environment for private sector 
growth has been central to economic 
and political reforms in Myanmar. In 
principle, the extractive industries 
could support this process. If 
managed well, natural resources 
could drive growth in other sectors 
and help to develop a diversified 
economy. However, despite positive 

INTERNATIONAL FOUNDATIONS 
FOR RESOURCE GOVERNANCE
(Precepts 11 and 12)

The role of foreign investment in 
Myanmar’s extractive industries varies 
considerably between mining and the 
oil and gas sector. Large international 
oil companies have been operating in 
the country for many years. In the 
mining sector foreign investment is 
more limited and, in the case of jade, 
prohibited. Social and environmental 
practices have been weak among 
most mining companies to date. An 
increase in participation of 
international companies committed 
to best practices in the sector could in 

MANAGING REVENUES
(Precepts 7 and 8)

In many parts of Myanmar, demands 
for greater subnational control of 
natural resource revenues are high. A 
process of decentralization is under-
way through which certain responsi-
bilities are being allocated to states 
and regions. Currently subnational 
budgets are primarily financed 
through ad hoc transfers from the 
Union government rather than any 
systematic revenue sharing formula 
or direct revenue collection by state 
and regional governments. In the 

future, subnational governments will 
have the right to directly collect 
certain extractive revenues.

The lack of public oversight of the 
revenues generated by SEEs is a point 
of concern. SEEs are allowed to retain 
55 percent of their profits in so-called 
“Other Accounts.” It is estimated that 
trillions of kyat are held in these 
accounts, a figure that far exceeds 
SEEs’ expenditure needs. This is 
money that could instead be invested 
into health, education or infrastruc-
ture.

regulatory changes, private sector 
investment is still constrained by 
policy instability, weak infrastructure, 
opaque and inefficient bureaucratic 
processes, and corruption risks. A 
particular challenge is posed by 
weaknesses in public financial 
management; these make it harder 
for the government to spend 
extractive revenues in an efficient 
and effective manner.

theory help to improve 
environmental, social, and health and 
safety standards through companies’ 
own conduct, but also through 
knowledge transfers in partnerships 
with local companies. However, at 
present few foreign investors have 
shown interest in entering the mining 
sector. 
 
Myanmar’s international partners are 
supporting the government to move 
toward better resource governance in 
several areas, including transparency, 
environmental management and 
reforms to the legal framework.

MYANMAR AND THE NATURAL 
RESOURCE CHARTER

Myanmar is rich in natural resources. 
Almost every state and region is 
home to extractive activity and the 
sector is a major contributor to 
government revenues. If managed 
well, natural resources could support 
the country’s economic, political and 
social transformation. To date 
however, the sector has primarily 
been associated with corruption, 
conflict and environmental damage.

The Natural Resource Charter offers 
advice to governments, citizens and 
the international community on how 
to maximize the extractive industries’ 
positive impacts and mitigate 
potential harm. Managing the natural 
resource sector involves complex 
decisions and trade-offs, which are 
set out in 12 precepts. The charter 
provides a framework to explore 
some of the challenges facing 

Myanmar and can help to identify a 
path toward better resource 
governance in the country. 

For more information on the Natural 
Resource Charter and the work of the 
Natural Resource Governance 
Institute in Myanmar visit 
www.resourcegovernance.org. 
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