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exeCutive summAry
Introduction
After decades of isolation and military control, the economic and social changes
unfolding in Myanmar are unprecedented. Several positive developments in
2016 reinforce this, including the peaceful transition to a new democratically
elected government, the lifting of sanctions by the United States of America
(USA), and the passage of revised and new important private sector legislation.
The move towards a market-led economy has the potential to bring business
opportunities, create jobs, and improve the prosperity of Myanmar’s nearly 52
million people. Myanmar is also expected to benefit from its key geographic
location—bordering on the massive economies of India and the People’s
Republic of China (PRC)—as well as benefiting from the country’s rich natural
resources, fertile land, and extensive waterways. Taken together, these factors
position Myanmar to once again become one of the strongest economies in
Asia, and a significant trading partner with countries throughout the Asia-Pacific
region.
Despite boasting one of the highest rates of gross domestic product (GDP)
growth worldwide, Myanmar continues to be one of the poorest countries in
Asia due to its long period of economic isolation. Agriculture still accounts for
half of all employment, and roughly a third of the country’s GDP. Since 2015
widespread flooding and landslides have displaced tens of thousands of
people and caused disruptions to food production, a large portion of which
is traded with neighboring countries. Rapid economic development has put
strains on the natural environment, pollution has emerged as a growing issue,
and the protection of biodiversity and forests has been especially challenging.
Although gender equality and women’s rights are enshrined in Myanmar’s
constitution, women still face considerable challenges, such as lower labor
force participation and concentration in the informal sector, domestic and sexual
violence, and unequal access to finance and some social services. Myanmar
has also struggled to achieve lasting peace among numerous ethnic armed
groups, which have prevented the country from initiating an inclusive economic
development strategy. Finally, well-connected, influential persons, who control
great wealth, and commercial entities developed under the previous military
viii

government, pose considerable challenges to private sector development.
Despite being removed from the United States Treasury’s Specially Designated
Nationals (SDN) list1 in 2016, the legacy of the USA’s sanctions will likely
complicate doing business for many years to come.

Private Sector in Myanmar
Private sector development (PSD) is fundamentally about government creating
and enabling a business environment that encourages citizens to start and
expand businesses that contribute to market-led economic growth. Private
sector development is a common component of economic development
strategies in less developed countries, and healthy PSD is inclusive—providing
goods, services, and opportunities for all citizens. The vision of the current
government in Myanmar is to achieve inclusive and sustainable economic
development through national reconciliation, with equitable development,
protection of natural resources, and job creation as overarching goals.
Over 75% of Myanmar’s 30 million strong labor force work in the private
sector, which is almost entirely domestic in terms of enterprise ownership and
management, as well as customer base. Some 38% of the total population live
in and around the three largest cities of Ayeyawady, Mandalay, and Yangon,
73% of all firms in the formal sector are located in these areas, as well as in the
towns of Bago and Sagaing.2 The vast majority of firms (over 92%) are owned
by a single person, which is far higher than regional and global numbers, and
a challenge for developing a corporate sector that is robust and competitive
enough to serve the supply chains of foreign-invested companies.3
Moving from a centrally planned economy towards a more market-driven one
means navigating specific issues. Also important is taking the right approach to
re-integrating the country into the global economy, and developing a dynamic

1. Over 30 SDNs from Myanmar continue to be listed under sanctions for drug trafficking and involvement with North Korea. US Department of the Treasury. 2016.
“Specially Designated Nationals (SDN) List”. Washington, DC: US Department of
the Treasury. https://www.treasury.gov/resource-center/sanctions/SDN-List/Pages/
default.aspx
2. UNDP. 2014. Myanmar One Pager Business Census 2013-2014: First General Report.
Yangon: United Nations Development Programme. August 2014
http://www.mm.undp.org/content/myanmar/en/home/library/democratic_
governance/myanmar-one-pager-business-census-2013-2014.html
3. World Bank. 2014a. Myanmar Enterprise Survey 2014: Early Findings. Washington, DC:
World Bank. http://documents.worldbank.org/curated/en/415071468061752759/
Myanmar-enterprise-survey-2014-early-findings
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and diverse business community. In doing so, Myanmar has the opportunity
to learn from other developing economies in areas such as promoting public–
private partnerships (PPP) to build and operate infrastructure and provide
services such as electricity or water at a potentially lower cost than is possible
for the state.4

Constraints on Private Sector Growth
The private sector in Myanmar faces serious challenges, despite impressive
economic growth and the implementation of important government reforms.
These challenges are reflected in many of the studies and surveys that have
been conducted in recent years, including the World Bank Group’s Doing
Business 20165 survey, which ranked Myanmar at 160 out of 189 countries. This
report focuses on the top six problematic areas that are consistently cited in
reports and evaluations. These top constraints need to be addressed so that
Myanmar can reach its potential in creating employment, improving productivity,
and competing at a regional and global level.
According to Doing Business 2016,6 access to electricity is consistently cited by
the private sector as one of their top three constraints, with nearly half of large
firms citing this as their number one obstacle. Two-thirds of the population still
do not have access to electricity, and 94% of firms experience power outages,
which translates into lost productivity, lost sales, and higher costs due relying
on a generator to supply reliable power. To meet electricity supply targets for
2030, an estimated $40 billion is needed over the next 15 years to generate and
distribute electric power.
Another top constraint is Myanmar’s complex and fragmented legal and
regulatory environment. The many layers of laws, regulations, and administrative
practices and procedures developed by successive governments overlap, are
inconsistent, or outdated. Implementation and enforcement of laws is also an
issue, as businesses report that inconsistencies, lack of transparency, and
time-consuming interactions with government offices make compliance with
regulations very challenging. The expense and time required to set up and
4. UNDP. 2014. Myanmar One Pager Business Census 2013-2014: First General Report.
Yangon: United Nations Development Programme. August 2014
http://www.mm.undp.org/content/myanmar/en/home/library/democratic_
governance/myanmar-one-pager-business-census-2013-2014.html
5. WBG. 2015a. Doing Business 2016. Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank. http://www.doingbusiness.org/~/media/WBG/
DoingBusiness/Documents/Annual-Reports/English/DB16-Full-Report.pdf
6. WBG. 2015a. Doing Business 2016. Measuring Regulatory Quality and
EfficiencyWashington, DC: World Bank.
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operate a business is very high in Myanmar, when compared to peers, and
results in a high percentage of businesses choosing to remain informal.7
Access to finance is among the top three constraints cited by firms of any size,
with 23% of firms citing it as the number one obstacle to doing business in
Myanmar. Also, only 30% of firms have a bank account, and only 7% have a line
of credit or loan, which is the lowest level among all comparator countries. Rural
dwellers and farmers are especially poorly served, relying on the more costly
informal market when they need financing. Some 92% of firms were developed
with their own funds, and 87% use their own funds for working capital, the
highest in the region. Such self-funding of fixed assets and working capital
significantly constrains enterprise growth. Banks are also constrained in lending
as regulatory restrictions specify maximum lending rates, deposit rates, loan
maturity lengths, and allowable fees.
Another private sector constraint is the state’s role in business enterprises
and service delivery. Special privileges enjoyed by state-owned enterprises
(SOEs) can thwart competition and crowd out the private sector. The
liberalization of a number of sectors in recent years has been successful,
such as telecommunications and energy, but other sectors, such as timber
and forestry, are still reserved for SOEs. A major challenge with SOE reform is
considering appropriate transitions, potential job-losses, pensions, resistance
from entrenched lobby groups, accurate asset valuation, and the potential sale
to well-connected persons.
Human capital is a significant constraint in Myanmar, affecting both the private
and public sectors. Half a century of underinvestment in education and health has
severely stunted human capital development, resulting in skill and experience
constraints at all levels. Businesses criticize the poor education system that fails
to equip students with the foundation of knowledge and competencies that is
needed for their future roles. Skilled laborers make excessive wage demands,
and regarding unskilled labor, 22% of companies complain that there are too few
applicants, and 49% say applicants lack necessary social and behavioral skills.
Government spending on education has risen, but is still low when compared to
neighbors and international standards.
The final constraint covered in the scope of this report is trade and investment.
Several legal and regulatory items are being improved, but legacy constraints
still exist. For example, more than 50% of goods require import licenses, which
is very high compared to international standards. Also customs and trade
7. Ibid.

xi

operations are burdensome, manual, and slow. Investment law is changing
in 2017 from the current dual regimes for foreign and domestic investment
and financing, which has not been conducive to investment and operating a
business. However, these changes take time to be reflected in the system. To
sum up, this constraint and others mean that much work needs to be done to
develop a healthy private sector.

Implications
This report discusses various action plans for addressing the constraints listed
above. Improving access to electricity, for example, starts with effectively
overseeing and managing the sector. An independent regulatory body should
approve regulations, issue licenses, screen power purchase agreements, and
approve tariff proposals, among other governance functions.
Constraints stemming from the legal and regulatory environment could be
addressed by identifying the laws that add the greatest value in unlocking
growth and supporting PSD. Improved administrative practices and
procedures, working through joint public and private sector collaborations can
reduce compliance costs and build confidence in the business community.
The suggested approach is to create a dedicated government agency that
focuses on critical improvement areas such as better law drafting, vetting and
translations; coordination across government ministries; and triaging laws
where immediate focus is needed.
The constraints of access to finance have a number of implications for the
private sector. The inability to secure loans against receivables, inventory,
and equipment severely restricts growth, especially for small and mediumsized enterprises (SMEs), which tend to own more movable than immovable
assets. The reliance on land for collateral disproportionately disadvantages
women, and the lack of formal financial products reaching rural dwellers and
farmers means a reliance on the more costly informal market. Developing a
comprehensive microfinance sector strategy would help extend finance options
to multiple sectors, ethnic groups, and women. This should be part of developing
a comprehensive banking sector strategy that builds a robust set of commercial
banks and assigns clear responsibilities to the Central Bank of Myanmar (CBM)
to steer development of the sector.
A crucial focus should be adopting a universal policy of transparency in the
CBM and Financial Regulatory Department (FRD), and include open and
frequent consultation with the finance industry. Inside government bodies, there
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is a need to develop human capital and skills to support changes—for example,
expanding the number of accredited and trained accountants and auditors that
can enforce existing regulations on financial reporting and identify additional
transparency measures for financial institutions.
A sector-by-sector analysis is needed to identify priority areas for SOE reform,
such as in energy and transport. PPPs have several implications for helping
address private sector constraints. A short-term plan should include creating a
PPP center tasked with developing and rolling out a communications plan and
capacity-building training courses. As with other areas of reform, a lead agency
could provide technical assistance and develop a PPP policy to coordinate
between intergovernmental implementing agencies and local government.
Developing human capital has big implications for the private sector in
preparing younger generations with relevant knowledge and skills for evolving
industry demands, and for building capacity across all sectors and government
agencies. Plans should reflect new data from the census, labor force survey,
and other sources. Subsequently, the plan should seek to prioritize, sequence,
and implement improvements in capacity, and apply adequate budget and
other resources for this.
Trade and investment is constrained by the level of bureaucracy and unnecessary
complexity of operations. This can be improved by reducing the high number
of goods subject to import licenses and instituting transparency, predictability,
and consistency across customs and trade enforcement. Reducing red tape
plays a crucial role in business formalization, and means that jobs come online
faster, adding value. Furthermore, there is an opportunity to use international
trade commitments to guide domestic reforms. Using recognized principles
of transparency, rule-based governance, and predictable and impartial
enforcement of trade rules and regulations will help Myanmar develop its
regulatory framework.
Successful PSD involves policy coordination and collaboration across the private
sector, development partners, and government agencies. These stakeholders
should develop practical actions and define expected outcomes. Building
mutual trust, credibility, and confidence will enable faster progress and growth
of the private sector. An important theme across many of the constraints is
building human resource and institutional capacity. This applies to civil servants
at all levels that need new skills, training and support, as well as businesses
that need to adjust to a changing regulatory environment and an increasingly
market-driven, and connected global economy.
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International benchmarking can help make outcomes results-driven, spur
positive competition with regional peers, and add credibility through anchoring
and measuring key performance indicators in globally accepted standards. In
addition, development of the PSD agenda needs to manage risk and stress
inclusion of vulnerable groups, and especially women and ethnic minorities, so
that all have a fair share of the benefits of trade and investment. Finally, political
and economic stability are the foundations for developing a thriving private
sector.
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1. Introduction
1.1 Background
This report assesses Myanmar’s private sector and identifies and examines
the principal constraints to the future development of the country’s business
environment. The specific goals of this report are to: (i) support private sector
development (PSD) activities; (ii) help strengthen the private sector; and (iii)
support policy dialogue.
This paper comprised two main data-gathering elements: (i) a detailed desk
study of research relevant to this paper; and (ii) interviews with decision makers
and leaders from the private sector, government, and development partners in
Mandalay, Naypyitaw, and Yangon. These interviews, conducted from 2014 to
2016, allowed the authors to gather information that is not in the public domain,
pursue more detailed information on relevant issues, and exchange information
with key stakeholders on pertinent issues and interventions.
Those interviewed included: (i) officials from relevant government agencies;
(ii) parliamentarians; (iii) economic advisors; (iv) bilateral and multilateral
development partners; (v) pertinent Myanmar non-governmental organizations
as well as international non-governmental organizations; vi) consultants working
on PSD-related interventions of various kinds; vii) local as well as foreign
lawyers, auditors, and other professional experts; and viii) additional relevant
stakeholders.
In addition, this paper has sought to inform the design of components of the
Mekong Business Initiative (MBI), a regional project which spans Myanmar,
Cambodia, the Lao People’s Democratic Republic (Lao PDR), and Viet Nam.

1.2 Why Private Sector Development?
As noted above, one of the specific goals of this report is to support PSD.
PSD is a dynamic and multi-faceted process by which the government
creates a business environment that encourages citizens to start and expand
businesses that contribute to market-led economic growth. This assumes that
equitable and inclusive economic growth will reduce, and ultimately eradicate
poverty and inequality through providing employment and raising household
incomes. Most economies require a robust and active private sector to be the
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main creator of employment, and Myanmar’s fast-growing economy should be
no different.
Healthy private sector development has a number of characteristics: robust
enterprise and job creation; dynamic SMEs; entrepreneurship, risk-taking,
innovation, and healthy competition; gender equality; growing trade; human
resource and industrial development; and expanding businesses which
provide goods, services, and opportunities for all citizens. It is the principal
generator of expanding investment and the tax revenues essential for a
responsible and citizen-responsive government. Economic growth and social
development also enhances national productivity, competitiveness, and
economic security.
PSD is a common component of economic development strategies in less
developed countries. The role of PSD is primarily one of systematically
addressing and improving regulatory obstacles, market failures, and/or other
barriers that constrain the private sector from performing its role. However, it is
important that economic growth is inclusive, with special attention paid to the
disadvantaged who are at risk of missing out on the economic progress enjoyed
by others. There is a need to consider gender issues too, especially in those
sectors where employment opportunities and incomes for women are lower than
for men, or where social or cultural norms pose additional obstacles for women
entrepreneurs and employees. In addition, PSD should ensure that the right
social and environmental safeguards are firmly in place so that consumers and
others are protected from unfavorable and illicit business practices. These are
similar to other countries in the Mekong region, with some unique differences in
Myanmar based on geography, history, and culture.
PSD has several components. One component seeks to create a conducive
business enabling environment through initiatives that can range from
improving physical infrastructure, such as roads and utilities, to solving legal
and regulatory problems, and ensuring sound economic governance. Another
component is SME development, with particular attention paid to smaller and
younger businesses.1 A third component is promoting foreign direct investment
(FDI) and domestic investment, as well as external trade flows by assisting
1. The views, theories and evidence on whether SMEs create more and better jobs
than large-scale firms, and therefore merit greater attention by policymakers and
development partners, has been the focus of much discussion. For a discussion of
this issue, notably in the context of developing Europe, see M. B. Jones and C. Gries,
Eds. 2011. “Proceedings of the Environmental Information Management Conference
2011 (EIM 2011).” Santa Barbara: National Center for Ecological Analysis and
Synthesis, University of California.
https://eim.ecoinformatics.org/eim2011/eim-proceedings-2011/view
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particular industries and product lines to better integrate into, and then move
up, value chains and participate in cross-border production networks. Inflows
of foreign investment typically also introduce new skills and technology, and
government policy can encourage this. Conversely, facilitating exports can
open up large, new markets and generate foreign exchange. The provision of
business development services (BDS) and technical and vocational education
and training (TVET) can play important roles as well in building up the capacities
of the private sector. Indeed, the list of potential PSD interventions is long,
activities are often cross-cutting in their scope, and they require significant
coordination and harmonization.
Socially and culturally sensitive PSD is critical in this time of accelerating
globalization and regional competition. An expanding, efficient, and fairly
regulated private sector, adhering to international standards, is the foundation
for both the economic strength and the social well-being necessary to support
national security and peace.

1.3 Private Sector Development Considerations
Specific to Myanmar
In economies undergoing transition from a centrally-planned economy
towards a more market-driven one, a common issue is whether state-owned
enterprises need a change in ownership or structure in order to become more
commercially-oriented (and therefore less of a drain on the national budget).
Or, if some SOEs play such an important social or strategic function that they
should remain under state ownership, then the considerations are: (i) how can
SOEs be corporatized in some fashion so they are profitable and thus not a
drain on the state’s budget; and (ii) how can conflicts of interest be prevented
when line ministries are both owners and regulators in the same sector. Where
SOEs do remain in place, it is important to ensure that they do not compete
unfairly with private companies. The pursuit of good corporate governance
standards and practices also is included in PSD, along with concepts such
as inclusive businesses, social enterprises, responsible investment, and
corporate social responsibility (CSR).
In addition, in countries such as Myanmar that have previously been isolated,
there is a need to provide technical support for re-integrating the country’s
economy into a global business community that in recent decades has
become increasingly rules-based, and much more complex as a result of
the growth in various kinds of bilateral, multilateral, and regional trading and
investment agreements. Technical assistance could also prove valuable in
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Myanmar to promote public-private partnerships. In recent years, a number
of developing countries have found that promoting PPPs can provide much
needed infrastructure or services at lower cost to the state, while also utilizing
private sector equity and debt. Through such mutually benefiting partnerships,
there is significant potential to pool resources, leverage skills, and achieve
more than would be possible if the state and private sector work separately.
Another important consideration is the increasing concern about climate
change and environmental problems that have given rise to new PSD
interventions such as lowering carbon emissions and achieving “greener”
growth. This has heightened emphasis on long-term sustainability, adaptation
to climate change and mitigation through reducing greenhouse gas emissions,
and preserving biodiversity. The latter is particularly important in Myanmar
where much of the flora and fauna remain surprisingly well preserved, and
there is need to take into account environmental risks such as increasingly
erratic weather. Agribusiness, in particular, must contend with a much more
challenging climate than was previously the case. The devastating impact
of Cyclone Nargis on Myanmar’s delta region in 2008, and the floods and
landslides of 2015, are both fresh in the minds of most citizens in Myanmar.
As such, Myanmar has been identified as one of the most likely countries
in Asia to be adversely impacted by climate change—most notably through
rising sea levels, salinization of land currently used for growing paddy and
other crops, and storm surges. Embedding such considerations in designing
private sector development initiatives will therefore be critical.

4

2. Country and Economic Overview
2.1 Geography, environment, and natural resources
Myanmar’s geography is unique
in being directly linked to two of
the BRIC2 global growth poles:
India and the People’s Republic
of China. The country’s 5,800
km of borders also connect it to
Bangladesh, Thailand, and Lao
PDR—a combined market of 2.8
billion people (or about 41% of
the world’s population and about
20% of the world’s GDP).3
Myanmar is the largest mainland
Southeast Asian country, spanning over 676,000 square kilometres (km2), and
making it more than 150,000 km2 larger than Thailand. Roughly half the country is
wooded and much is mountainous. Around 20% of the country is arable land, with
only about 16.5% of the total land area under cultivation. Myanmar is rich in natural
resources, including teak, precious and semi-precious gems, gas and oil, and
other mineral products and soft commodities. For example, approximately 90%
of the world’s rubies come from Myanmar.4 The abundance of natural resources,
along with the country’s unique position between the mighty economies of India
and the PRC, are some of Myanmar’s greatest natural advantages.
The diverse geography and access to water offer tremendous opportunities,
too. The geography is dominated, in part, by the Irrawaddy River that flows
south from the foothills of the Himalayas, and into the Bay of Bengal, where
there is an extended coastline of around 2,800 kilometres (km). The delta region
of Myanmar is both densely populated and highly fertile, and the primary area
2. BRIC is the acronym for four large economies considered to be at a similar stage of
newly advanced economic development—Brazil, the Russian Federation, India, and
the People’s Republic of China.
3. ADB. 2014b. Myanmar: Unlocking the potential. Country Diagnostic Study. Manila:
Asian Development Bank https://www.adb.org/sites/default/files/publication/42870/
myanmar-unlocking-potential.pdf
4. Russell Shor and Robert Weldon. 2009. “Ruby and Sapphire Production and
Distribution: A Quarter Century of Change”, Gems & Gemology, Vol. 45, No. 4, pp.
236–259. https://www.gia.edu/gems-gemology/winter-2009-ruby-sapphire-shor
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for rice cultivation. Renewable water resources, at about 19,000 centimetres
per capita per year, are among the highest in Southeast Asia, and the current
utilization rate is only 5%.5 The availability of inland water sources and 1,900
km of coastline provide great potential for the production and export of fish
and shrimp, industries that have recently grown rapidly and to a large size
in neighboring Thailand. Pristine beaches, snow-capped mountains, scenic
lakes, and a diversity of flora and fauna, coupled with archeological heritage
sites such as Bagan, offer strong potential for tourism growth.
Despite the bounty of natural resources, Myanmar is still at risk, especially from
the impact of rapid economic growth. It has a poor environmental record, ranking
153rd out of 180 countries on the 2016 Environmental Performance Index,6
with scores among the world’s worst on nearly all aspects of environmental
management. There is currently a ban on the export of teak, but protection of
terrestrial biodiversity and forests has been especially problematic, with the
share of forested land falling from 61% in 1975 to 46% in 2013, representing
a 40% loss.7 Much of the deforestation has been in the most dense and
biologically important forest areas.
Pollution has also emerged as a growing problem. Seventy-three percent of
organic solid waste in urban areas is dumped openly and only 22% is recycled.8
Chemical and nutrient loading from farming inputs is evident in inland water
bodies, with high nitrate concentrations observed in Inle Lake and the Ayerwaddy
River system, and even higher concentrations at the mouth of the Yangon River.
Air pollution is also now a serious problem, especially from vehicle emissions,
which are the highest in the region.9 The rapidly growing economy will add
additional pressure to the already-stressed environment, increasing the urgency
to build institutional capacity to design policy and effectively enforce laws and
regulations that encourage good environmental behavior among firms, farms,
households, and the government itself. Notably, environmental deterioration
tends to have a disproportionate impact on those living in the poorest conditions,
so protecting the environment also helps the poor.10

5. ADB. 2014b. Myanmar: Unlocking the potential. Country Diagnostic Study.
6. Angel Hsu, et al. 2016. “Global Metrics for the Environment: 2016 Environmental
Performance Index”. Center for Environmental Law & Policy. New Haven: Yale
University. http://epi.yale.edu/ http://epi.yale.edu/sites/default/files/2016EPI_Full_
Report_opt.pdf
7. ADB. 2017. Inclusive and Sustainable Growth Assessment. Manila: Asian
Development Bank. https://www.adb.org/sites/default/files/linked-documents/cpsmya-2017-2021-ld-01.pdf
8. Ibid.
9. Ibid.
10.Ibid.
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2.2 Economic performance
Despite its strong recent economic growth and future potential, Myanmar is
one of the poorest countries in Asia as the economy stagnated for years at a
time, with adverse consequences for the country’s citizens. For most of the 20th
century, Myanmar’s GDP compound annual growth rate was 0.1%, compared
to 1.7% for Asia during the same period.11 From 1990–2010, GDP growth rose to
2.9%, but still lagged behind its Association of Southeast Asian Nation (ASEAN)
neighbors. In 2010, 26% of the population was living in poverty.
However, Myanmar’s GDP growth rose sharply to 8.4%, 8.7%, and 7.2% in
2013, 2014, and 2015, respectively.12 The country’s economic growth eased last
fiscal year due to widespread flooding and landslides; however, ADB forecasts
Myanmar’s economic growth to recover to 8.4% and 8.3% in fiscal years 2016
and 2017 [Figure 1]. Despite the recent GDP growth, in 2014/15, Myanmar had
a per capita GDP of $1,228, which is on the lower end of per capita GDP in
Southeast and South Asia.13

11.World Bank Group Open Data http://data.worldbank.org/
12.ADB. 2016a. Asian Development Outlook 2016 Update: Meeting the Low-Carbon Growth
Challenge. August. Manila: Asian Development Bank. https://www.adb.org/sites/
default/files/publication/197141/ado2016-update.pdf
13. IMF. 2015. Myanmar Staff Report for the 2015 Article IV Consultation August. IMF Country
Report No. 15/267 Washington, DC. International Monetary Fund. https://www.imf.
org/external/pubs/ft/scr/2015/cr15267.pdf

7

Figure 1: Myanmar GDP annual growth rate14

Myanmar’s economy remains narrowly based, and growth is driven in large part
by exports of natural resources (mostly gas and mining products), construction,
and tourism. Agriculture generates around 20% of exports (largely rice, beans
and pulses). Within manufacturing, garments and wood products are the major
exports. Myanmar’s recent economic growth has been supported by higher
levels of investment, propelled by improved business confidence, commodity
exports, buoyant tourism inflows, and some growth in credit.15
The agriculture sector dominates Myanmar’s economic profile, accounting for
31% of GDP, and over 50% of all employment.16 The industry sector, which
includes lucrative mining and the natural gas and energy sector, accounts
for about 32% of GDP. Despite a similar size of GDP to agriculture, industry
represents only 12% of total employment. Trade and services account for the
remaining 37% of GDP. As a comparison, the ASEAN GDP average is 12% for
agriculture, 41% for industry, and 47% for services.17
14 ADB. 2016. Asian Development Outlook 2016: Asia’s Potential Growth. Manila: Asian
Development Bank.
15.ADB. 2016a. Asian Development Outlook 2016 Update. Manila: Asian Development
Bank.
16.ADB. 2016b. Myanmar Asian Development Bank Member Fact Sheet. Manila: Asian
Development Bank https://www.adb.org/sites/default/files/publication/27782/mya2015.pdf
17.ADB. 2014. Myanmar: Unlocking the Potential, Country Diagnostic Study. Philippines:
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Figure 2: GDP composition, by sector of origin
The high employment in
agriculture reflects the high
number of smallholder
subsistence
farmers,
mainly growing rice. These
farmers struggle with low
and poor quality yields,
lack of mechanization and
inputs, challenges with
access to financing, and a
history of problematic
government interventions.
The agricultural sector
represents 24.6% of export earnings, and the new government has made it a
focus to grow exports while ensuring food security. The government has also
started reforming land titling and returning previously confiscated land to
farmers, which should contribute to agricultural productivity.18 Forest output has
dropped as logging has been temporarily banned in an effort to re-establish
forests. Widespread flooding and landslides caused agriculture growth to drop
to 2% in 2015–2016 (compared to 5.6% in 2014–2015), but it is expected to
recover.19
In industry, manufacturing maintained solid growth while exports of natural gas
slowed with the drop in worldwide oil and gas prices. Garment manufacturing
maintained solid growth with new foreign-owned garment factories opening in
2016 in Bago, Pathein, and Thilawa. Exports of garments rose to an estimated
$2 billion, a 28% increase from 2015 to 2016.20
In 2016, exports of natural gas in terms of volume increased by an estimated
2.9%, a much slower pace than in 2015. The value of gas exports fell to $3.5
billion, about 18% from the previous year.21

Asian Development Bank
18.ADB. 2016a. Asian Development Outlook 2016 Update. Manila: Asian Development
Bank.
19.WBG. 2016. Myanmar Economic Monitor. May. Washington, DC: World Bank Group.
http://documents.worldbank.org/curated/en/232051468186846783/pdf/105944REVISED-PUBLIC-World-Bank-report-DIGITAL-amended-June-8.pdf
20.ADB. 2016a. Asian Development Outlook 2016 Update. Manila: Asian Development
Bank.
21.Ibid.
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The service sector has been performing well. The telecommunications sector
continues to attract investment as the sector grows and telecom services play
a larger role in the overall economy. Malaysia’s Axiata Group Bhd. invested
$125 million in a telecommunications firm in December 2015, and the US
government’s development finance institution in 2016 announced a $250 million
loan to Apollo Towers Myanmar Limited for the construction and maintenance of
telecommunications towers.
Figure 3: Tourism indicators

Tourism has increased exponentially in recent years driven by increased global
awareness of Myanmar’s political stability and the excitement of a newly opened
destination with remarkable natural and cultural sights. Tourist arrivals rose from
less than a million in 2011 to 4.7 million in 2015, and are expected to hit 6 million
in 2016. Tourist spending has also risen year-on-year, reaching $2.1 billion in
2015.22 Estimates suggest that by 2030, 2.3 million people could be working in
tourism (less than 1 million today) with a sector potential of roughly $14 billion.23
22.Ibid.
23. MCRB, DIHR, and IHRB. 2015. Myanmar Tourism Sector Wide Impact Assessment. Yangon: Myanmar Centre for Responsible Business, Danish Institute for Human Rights,
and Institute for Human Rights and Business. http://www.myanmar-responsiblebusiness.org/pdf/SWIA/Tourism/00-Myanmar-Tourism-Sector-Wide-Assessment.pdf ]]
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Investment in tourism pales, however, in comparison to other sectors and is
principally from Asian investors. Growth constraints in tourism relate to those
already highlighted in this report: poor infrastructure, lack of human resources
capacity, and an immature business enabling environment. The recent rapid
growth in the tourism sector raises concerns about environmental impact and
preservation of tourist assets. There is an opportunity here for Myanmar to both
benefit from tourism, while applying lessons learned from the tourism-related
problems experienced in other fast growing Asian economies.
Inflation rose sharply from 5.9% in 2014 to 11% in 2015, peaking in October 2015
at 16.2%. Inflation reduced in 2016, and is predicted to further decline in 2017,
but still remaining higher than 2014 and previous years. Big drivers of inflation
have been increases in food prices as a result of the floods and landslides in
2015 and 2016, and the depreciation of the Myanmar kyat. The rapid growth in
the monetary base and credit extended to the private sector—estimated at 45%
year-on-year—have also added to the inflationary pressures.24
The consolidated fiscal deficit widened in 2015 as a result of high government
spending during an election year, rising from 2.9% of GDP in fiscal year
(FY 2014) to 4.8% in FY2015.25 In January 2015, Treasury Bill auctions were
introduced which broadened options for funding the deficit, but the auctions
have yet to raise the amounts targeted. Once fully implemented, the auction
system should end the inflationary practice of monetizing the deficit through the
sale of government debt to the central bank.26
As a member of ASEAN, Myanmar is expected to also be a member of the
Regional Comprehensive Economic Partnership (RCEP), a free trade agreement
that comprises the 10 member states of ASEAN, along with six countries that
have signed free trade agreements (FTAs) with ASEAN: Australia, the People’s
Republic of China (PRC), India, Japan, South Korea, and New Zealand.27 There
are also plans for a Bangladesh-PRC-India-Myanmar economic corridor, which
would flow roughly east-west, across northern Myanmar. As of August 2016,

24.ADB. 2016a. Asian Development Outlook 2016 Update. Manila: Asian Development
Bank. pp. 216–219.
25.Ibid.
26.Ibid.
27.In 2012, the RCEP’s 16 members had a combined GDP in excess of $21 trillion (just
under 30% of the global total), total exports in excess of $5 trillion (35% of the global
total), intra-regional exports in excess of $2 trillion, and inward FDI stock of $3.6
trillion (24% of the global total). See UNCTD. 2014. World Investment Report, 2014:
Investing In the SDGS: An Action Plan. New York and Geneva: United Nations Conference on Trade and Development. p. 119. http://unctad.org/en/PublicationsLibrary/
wir2014_en.pdf
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Myanmar had bilateral investment treaties with nine countries, and a further 16
international investment agreements of various kinds.
Despite the impressive economic performance since 2011, the new
administration faces significant challenges, a number of which are highlighted
in the constraints section of this report. An important one is maintaining stability
on the macroeconomic front and in regions affected by conflict. Battling
poverty, child malnutrition, and income inequality are high priorities, and natural
disasters in recent years highlight susceptibility to drought in the dry zone in
central Myanmar and unseasonable rainstorms in lower Myanmar. Other risks
include an economy that is narrowly based, with growth dependent on natural
resources and a few industries; an unproven new government elected with
high expectations; ongoing ethnic and sectarian tensions; and thin external
and fiscal buffers. With regard to addressing all of these problems, strong
economic and social data will be needed to inform policy formulation and
planning.

2.3 Political Transition Process
Myanmar has recently undergone a political transition, with large ramifications
for private sector growth and development. Myanmar effectively commenced
its political transformation with the completion of a new constitution in 2008,
establishing a unitary constitutional republic, headed by a civilian president.
The constitution came into effect in January 2011, when the new government
was convened for the first time, drafting a longer-term development view for
Myanmar through a 20-year National Comprehensive Development Plan. The
first five years of the plan prioritized the basic needs of food, clothing and shelter.
From 2011, many countries and global organizations began to re-engage with
Myanmar as the government took steps to move further towards to a marketbased economy.
In November 2015, Myanmar held free and fair elections for members of the
bicameral Union Parliament (Upper House and Lower House) and 14 unicameral
state/region parliaments. The National League for Democracy (NLD), led by
Aung San Suu Kyi, won with just under 80% of all contested seats. The Union
Parliament, on 15 March, elected U Htin Kyaw, a close confidant of Aung San
Suu Kyi, as President of Myanmar. U Myint Swe, the current Chief Minister of
Yangon, who was nominated by the military, was elected First Vice President. U
Henry Van Thio, an ex-army officer and NLD representative from (ethnic) Chin
State, was elected Second Vice President of Myanmar. The new government
assumed office on 1 April 2016 in a peaceful transition.
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The Ministries of Finance and National Planning and Economic Development
have been merged into the new Ministry of Planning and Finance, the Ministries
of Electric Power and Energy have been merged, as have the Ministries of
Transport and Rail Transportation. Daw Aung San Suu Kyi holds two ministerial
portfolios—the President’s Office, and Foreign Affairs—as well as the newly
created position of State Counsellor, which is akin to a prime minister, with
access to all branches of government and the Union Parliament. Fourteen
other ministers effectively represent the NLD, and two ministers were appointed
from the USDP, the previous ruling party, while the Defense, Home Affairs, and
Border Affairs portfolios were appointed by the military commander-in-chief as
per the Constitution. In mid-May, a new Ministry of the State Counsellor was
created. The list of cabinet members includes a few qualified politicians and
experts with knowledge in their respective ministry’s areas, but the main factor
in the selection of cabinet members appears to have been loyalty to Aung San
Suu Kyi. All cabinet members are Buddhist; only one—Aung San Suu Kyi—is a
woman; and the vast majority is of Bamar ethnicity.
The new government will face many challenges in its first year in office,
including: (i) following the landslide electoral victory of the NLD, the people
have very high—and potentially unrealistic—expectations; (ii) the peace and
reconciliation process is at a critical juncture; (iii) the relationship with the military
is highly sensitive and will need to be carefully managed; (iv) addressing the
daunting socioeconomic development agenda will require sound analysis,
prioritization, and execution. The political transition will also provide challenges
for development partners and the private sector in engaging with the new
government: (i) it will take time to get to know the completely new team of
ministers who have limited exposure to international development agencies;
however, initial indications are that the new ministers are relying strongly on
the bureaucracy, thus ensuring continuity and technical inputs; (ii) Aung San
Suu Kyi will be extremely busy in her two ministerial roles, and the role as State
Counsellor; (iii) indications are that micromanagement and assertiveness from
the top may affect development partners’ operations.

2.4 Ethnic diversity and the peace process
The ethnic profile of the country’s 51.5 million people is diverse, comprising over
135 different groups, and making Myanmar the world’s 25th most ethnically diverse
country. Ethnic minorities make up an estimated 30%-40% of the population,
and ethnic states, which largely lie along the country’s borders, occupy some
57% of Myanmar’s land. Regional boundaries are generally based on ethnicity.
Seven of the states are named after seven large ethnic minority groups: Chin,
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Kachin, Kayah, Kayin, Mon, Rakhine, and Shan. The Bamar have no state named
after them, but are the dominant ethnic group and the majority in seven regions
(Ayeyarwady, Bago, Magwe, Mandalay, Sagaing, Tanintharyi, and Yangon). There
are also six self-administered areas, each named after the minority group that
forms the majority in that area (i.e., Danu, , Kokang, Naga, Palaung, Pa-O and Wa).
Even before gaining independence in 1948, Myanmar struggled to achieve
lasting peace between numerous ethnic armed groups, preventing the country
from initiating an inclusive economic development strategy. After years of internal
conflict and struggle, a cease-fire agreement was signed between the Myanmar
Government and eight rebel armies in October 2015. However, the biggest
insurgent forces were absent from the signing ceremony. The 21st-century
Panglong Conference, referencing the historic 1947 conference by the same
name, in August 2016 kicked off the new government’s vision to host peace talks
every six months in an attempt to bring all groups to a comprehensive peace
agreement. This would likely require an arrangement that shares political and
economic power with subnational governments in a manner acceptable to the
ethnic groups. Speaking in August 2016, State Counsellor Daw Aung San Suu Kyi
emphasized that “without long-term peace, we cannot control the economy for
public development” and that the economy would falter without peace.28
All sectors are affected by the peace process in one way or another. One sector
that is particularly affected by the fortunes of the peace process is the oil and
gas sector, as well as other extractive industries located in ethnic conflict areas.
As the ADB’s oil and gas sector-wide assessment notes, “Myanmar’s extractive
industries have become intimately entwined with ethnic conflict over the last
few decades. The desire of ethnic minority groups for more control over and
benefit from natural resources in their areas has been one of the key drivers of
conflict and demands for constitutional change. Currently ethnic minorities see
very little benefit from [oil and gas] extraction in their areas.”29
28.Pyae Thet Phyo. 2016. “Government envisions Union peace dialogue every six
months”. Myanmar Times, 16 August 2016. http://www.mmtimes.com/index.php/
national-news/nay-pyi-taw/21977-government-envisions-union-peace-dialogueevery-six-months.html
29. The report by the Myanmar Centre for Responsible Business, goes on to say: “The
extractive sector is consequently pulled into the complex dynamics around three
ongoing processes: proposed Constitutional reform, peace negotiations between
the Union Government and non-state armed groups, and the push for transparency
around more localised distribution of revenue flows.” See MCRB, IHRB and DIHR.
2014. Myanmar Oil & Gas Sector Wide Impact Assessment (SWIA) September 2014.
p.8. Yangon: Myanmar Centre for Responsible Business, Institute for Human Rights
and Business, and Danish Institute for Human Rights http://www.myanmar-responsiblebusiness.org/pdf/SWIA/Oil-Gas/00-Myanmar-Oil-and-Gas-Sector-Wide-Assessment.pdf
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Although some fighting has continued between the military and a few ethnic
armed groups in the country’s north, there is optimism that with a new government
could come to a nationwide peace accord. It is clear that delivering on economic
reform and development and maintaining peace, are interdependent. Without a
peace agreement, economic growth, and an increase in incomes, it would also
be difficult to maintain peace.

2.5 Gender
On the gender inequality index, Myanmar ranks in the middle (85th of 155
countries),30 but women face a number of challenges. There have been notable
improvements in social and economic indicators for women over the past decade,
including female literacy and educational completion, labor participation, and
gradual increases in women’s non-agricultural employment. However, there
remain causes for concern such as a continuing, culturally-rooted perception of
women as mothers primarily; women’s continued lower labor force participation
rates and concentration in the informal sector; domestic and sexual violence;
and unequal access to some social services, such as health services.
Gender equality and women’s rights were laid out in the 2008 Myanmar
Constitution, but in many walks of life, such as government participation,
women’s participation lags behind men’s. The number of parliamentary seats
held by women doubled in the 2015 elections, however at 12.9%, Myanmar is
short of the 30% target on women’s representation, as stipulated by the Beijing
Framework of Action, and ranks behind neighbors such as Cambodia (21.1%),
Lao PDR (25.2%), and Viet Nam (25.8%).31 At a local level, women are poorly
represented in decision-making positions in village administration and township
offices. In terms of peace-building and reconciliation activities, Women’s
organizations are active in informal, community-level activity, but “remain largely
excluded (with a few exceptions) from formal and high-level peace-making
initiatives, including bilateral negotiations and nationwide ceasefire talks.”32
In the broader labor market, women face similar challenges, but their labor
participation has steadily increased throughout all sectors in the last few years.
30.UNDP. 2015. Human Development Report 2015: Work for Human Development. New
York: United Nations Development Programme, Page 224. http://hdr.undp.org/sites/
default/files/2015_human_development_report.pdf
31.ADB. 2016c. Myanmar: Inclusive and Sustainable Growth Assessment. May. Yangon.
Asian Development Bank
32.Transnational Institute. 2016. “No Women, No Peace: Gender Equality, Conflict and
Peace in Myanmar”.
Myanmar Policy Briefing No. 18, January 2016. Amsterdam: Transnational Institute
https://www.tni.org/files/publication-downloads/myanmar_briefing_18.pdf
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Women make up roughly half of the labor force,33 which could, in part, be
driven by women’s high participation in agriculture, which dominates overall
employment.34 Just over 27% of Myanmar firms have some degree of female
participation in ownership (compared with 55% regionally and 37% globally),
yet 29.5% of Myanmar firms have a woman as the most senior executive
of the company (on par with the regional average and well ahead of the
global average of 19%).35 The Organisation for Economic Co-operation and
Development (OECD) data suggests that the gender imbalance increases with
larger organizations, as there are only around 7% female business owners in
enterprises with more than 100 employees.36 Yet, the distribution of female
workers in different positions within SMEs is similar to that of men (Figure 5). For
example, the share of men in the management of micro-enterprises is 24.4%,
while the share of women in the same position is 18.9%).37

33.WBG. 2015a. Doing Business 2016. Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank.
34.Miriam Amine, Heike Steckhan and Stefan Silvestrini. 2016. GIZ Baseline Report for
the German-Myanmar Programme on Sustainable Economic Growth, Bonn: German
Institute for Development Evaluation (DEval) and Masato Abe and Margit Molnar.
2014. Myanmar Business Survey 2014: Survey Results. Bangkok: OECD and UNESCAP.
http://www.unescap.org/sites/default/files/MBS_Survey_Results.pdf
35.UNDP. 2014. Myanmar One Pager Business Census 2013-2014: First General Report.
Yangon: United Nations Development Programme. August 2014.
http://www.mm.undp.org/content/myanmar/en/home/library/democratic_
governance/myanmar-one-pager-business-census-2013-2014.html
36.OECD. 2014. OECD Investment Policy Reviews: Myanmar 2014. Paris: OECD
Publishing. http://www.oecd-ilibrary.org/finance-and-investment/oecd-investmentpolicy-reviews-myanmar-2014_9789264206441-en
37. Miriam Amine et al. 2016. GIZ Baseline Report for the German-Myanmar Programme on
Sustainable Economic Growth.
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Figure 4: Share of male and female employees in different functions, in
percent38

One major driver of women’s disadvantage is lack of formal education and
vocational training. The 2016 World Bank Diagnostic Trade Integration Study
(DTIS)39 found that nearly 40% of women have no formal education, so even
when employment opportunities develop, women miss out on meaningful
promotion opportunities into entry-level managerial jobs that require
adequate levels of basic education and training. This can be seen clearly
in the garment sector. An ADB report points to similar patterns in other
industries: “in agriculture where women tend to be relegated to less skilled
tasks, [they] have less access to agricultural extension information and
show lower utilization of technology. In contrast, women account for a higher
proportion of tertiary graduates than men. While the employment outcomes
of these graduates are not yet reported, women’s lower representation at
senior levels of the public and private sector, including in firm ownership,
38.GIZ Baseline Report for the German-Myanmar Programme on Sustainable Economic
Growth, 2016.
39.Sjamsu Rahardja, Fabio Artuso, and Olivier Cadot. 2016. Opening for Business:
Myanmar Diagnostic Trade Integration Study (DTIS). Washington, DC: World Bank. http://
documents.worldbank.org/curated/en/899541467002864601/pdf/AUS13904-v1REVISED-PUBLIC-World-Bank-report-DTIS-June-30.pdf
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means that Myanmar is not optimizing this highly educated female cohort.”40
A major PSD constraint is access to finance (discussed in section 4.3 below),
which can affect women disproportionately. In Myanmar, woman have less
control over family assets than their male counterparts and limited ownership and
control of land and other productive assets needed for credit. For example, the
household’s land title is usually in the man’s name. The current implementation
of inheritance and family laws make capital accumulation difficult. Only a
small percentage of women are landholders, and that even inherited land may
actually be registered in their husband’s name.41 Women owners and managers
of slightly larger firms are also less likely to have the same access that men do
to business networks and information sources.
Gender equality would benefit the country as a whole. Besides increasing
national productivity, closing gender gaps also promotes inclusion, builds
social capital, makes institutions and policies more representative, and
increases the resilience of households to shocks. Although gender equality is
now enshrined in the Constitution, one of the biggest challenges is embedding
it in policies, institutional mandates, and standard operating procedures, both
in the private and public sectors.42 Policies and programs should analyze the
impact on gender equality in addition to other metrics like socioeconomic
poverty reduction aspects, and ensure all statistics are gender disaggregated
(to the extent possible). Public investment programs could prioritize certain
infrastructure programs, such as rural electrification and rural transport, water
and sanitation, and clean energy sources, which yield high economic and
social returns while promoting gender equality.

2.6 Connected persons
Another contextual issue is the legacy effects from US sanctions and of
“connected persons.” As a function of Myanmar’s economic design and
trajectory over recent decades, a number of individuals are widely understood
to have direct or proxy ownership of numerous large businesses, some of which

40. ADB. 2016c. Myanmar: Inclusive and Sustainable Growth Assessment. May. Yangon.
Asian Development Bank.
41.Asian Development Bank, United Nations Development Programme, United
Nations Population Fund, and the United Nations Entity for Gender Equality and the
Empowerment of Women. 2016 Gender Equality and Women’s Rights in Myanmar: A
Situational Analysis.
42.These should include (but not be restricted to) socioeconomic rights, such as
property ownership (including land) and access to education, health, and security.
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dominate specific market sectors.43, 44 These individuals have been profiled
by the US Department of Treasury, and for many years were included on the
Specially Designated Nationals s (SDN) list of people within Myanmar who are
linked with the former military regime.45 Except when authorized, US persons
and companies were generally prohibited from dealing with blocked individuals
(or their families) if on the SDN list. This also applied to any entity that directly or
indirectly had a 50% or more ownership link to one or more of such persons. As
a consequence, numerous foreign investors and development partners have
been wary of directly or inadvertently breaking a sanction, and triggering the
costs associated with legally defending such an allegation, as well as the likely
financial penalty associated with a conviction.
While the change in US policy will mean that the remaining 111 Myanmar
individuals and companies listed on the SDN will be dropped, it does mean that
all economic sanctions will not be removed. Penalties intended to block the drug
trade and to bar military trade with North Korea will still apply, as will a visa ban
barring some former and current members of the military from traveling to the
US. Beyond possible business relations with military conglomerate entities, the
move does not normalize relations with Myanmar’s military. It is expected that
some individuals listed on the Myanmar SDN will move to a global SDN, given
their ongoing potential ties to drug and the illegal arms trade—the implications
of which are not yet clear for the business community.
The continued reluctance to interact with “connected” persons poses challenges
for Myanmar’s economic transition in general, and for PSD in particular. Most
notably this pertains to the “elite capture” dichotomy. In addition to potentially
lobbying against market liberalization, connected persons need to be part of
the economic transition process because their dominance in key product and
43.Possibly about a dozen. Larkin refers to the Myanmar Billion Group, or Biz-15,
as the best-connected individuals and conglomerates in the country. See Stuart
Larkin. 2012. “Myanmar at the Crossroads: Rapid Industrial Development or Deindustrialization.” January. Yangon”: Network Myanmar. http://www.burmalibrary.
org/docs12/Stuart_Larkin-Myanmar_at_the_Crossroads.pdf
44.Not all conglomerates are deemed to be those of connected persons. For example,
as Thura Swiss (2013), notes: “FIMC has its shares trading in the unofficial [over-thecounter] OTC market in Myanmar. In addition, FIMC’s Yoma Strategic Holdings is
listed on the [stock exchange] SGX in Singapore, making it one of the few Myanmar
companies available to foreign portfolio investors seeking to gain public financial
exposure to Myanmar’s economic growth.
Note, these are: i) five subsidiaries in the real estate sector (its main line of
business); ii) eight subsidiaries in the automotive sector; iii) three subsidiaries in
financial services, including a 35% stake in Yoma Bank; iv) three subsidiaries in the
agribusiness sector; and v) one subsidiary each in retail and tourism.
45.U.S. Department of the Treasury. 2016. “Specially Designated Nationals Specially
Designated Nationals (SDN) List”.
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service markets is potentially crowding out private sector rivals, or creating
excessively high barriers to entry. While the market dominance of connected
persons could be terminated or diluted by government legislation, their
connections to the administration, and members of parliament, make ending
their influence unlikely. Instead, a means should be found through which the
interests of connected persons are at least partially aligned with the economic
reform and business liberalization process.
In effect, bringing connected persons into the economic reform process, rather
than seeing them as the enemy of reform, is necessary almost by default. But
this will not be possible as long as most foreign investors and development
partner are unwilling to work with such individuals and their businesses. As Min
and Kudo46 noted in their study of 11 elite business groups: “In the context of the
economic reform, previously favored business people appear to recognize that
the risks of challenging economic reform could outweigh the likely benefits…
With limited options, the cronies of the conglomerates will have to reform
themselves from their murky past and rebrand and re-establish themselves as
valuable contributors to Myanmar’s new economy.”47
Another peril of trying to work around the “connected persons” issue, is that
undue emphasis will be placed on those “unconnected” individuals that own
and run the many SMEs operating in Myanmar. While SME development is
undoubtedly necessary in the country, it should not become the sole or primary
point of emphasis by the development partner community and policymakers.
Most SMEs will not develop to become the robust and competitive businesses
that establish linkages with foreign investors and penetrate overseas markets
with their products and services.
While the size of the domestic economy in Myanmar is already substantial,
sustainable PSD will necessitate some degree of export orientation, particularly
with regard to job creation. This will require that larger business entities are
allowed to scale up quite rapidly. Some of that growth will almost certainly be
generated by foreign-invested enterprises that elect to establish manufacturing
46.Aung Min and Toshihiro Kudo. 2014. “Business Conglomerates in the Context of
Myanmar’s Economic Reform”, In Lim, H. and Y. Yamada (eds.) Myanmar’s Integration
with Global Economy: Outlook and Opportunities. BRC Research Report No. 13.
Bangkok: Bangkok Research Center and IDEJETRO Bangkok p. 138-172. http://
www.ide.go.jp/English/Publish/Download/Brc/pdf/13_07.pdf
47.Min and Kudo go on to add: “On the other hand, the US government needs to show
clear criteria why they put these business entities and persons on the sanctions
list. Moreover, the US government needs to show the due procedures how these
business entities and persons subject to the sanctions can be reinstated.” Ibid. p.
138
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in Myanmar, but with a market of more than 50 million people there will certainly
be a domestic market component to Myanmar’s growth. It is in this context
that some of the country’s larger private enterprises, including those owned by
connected persons, can play an important medium-term role.

3. The Private Sector and Business
Enabling Environment
3.1 Government Economic Policy Framework
In July 2016, the government launched an economic program which
essentially constitutes a broad set of economic principles rather than a
detailed set of policy measures for individual sectors and industries. The
vision of the government is to achieve inclusive and sustainable economic
development with national reconciliation, equitable development, protection
of natural resources, and job creation as overarching goals. The 12 policy
priorities are: fiscal prudence, reform of SOEs, building human capital,
improving infrastructure (with infrastructure policy to be developed shortly),
generation of employment opportunities, agricultural development, private
sector development, financial sector development, sustainable cities, tax
reform, strengthening property rights to promote innovation and advanced
technologies, and readiness of the private sector for the ASEAN Economic
Community.48
This policy document is similar to the NLD’s 2015 election manifesto;49 while it
does not provide detailed measures, the government has engaged international
experts to aid in economic policy making and created new committees. The
NLD established an 11-person National Economic Coordination Committee
to oversee economic policy, comprising a mix of senior government officials,
economists, and private sector representatives. The government is also
establishing a pan-ministerial private sector development committee, chaired
by the Vice President, with five sub-committees, broadly congruent with the
five “pillars” of a Private Sector Development Framework and Action Plan that
was developed with assistance from ADB.

48. ADB. 2016a. Asian Development Outlook 2016 Update: Meeting the Low-Carbon Growth
Challenge. Manila: Asian Development Bank.
49.NLD. 2015. 2015 Election Manifesto. Yangon: National League for Democracy. http://
www.burmalibrary.org/docs21/NLD_2015_Election_Manifesto-en.pdf
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The government re-launched the Myanmar Investment Committee (MIC) in
June 2016. A core role of the MIC is reviewing and approving FDI license
applications, though securing investor interest will also require a strong and
transparent regulatory framework. Major revisions of two laws are helping
with this. The century-old Companies Act is being updated with the help of
ADB to create clear, transparent, consistent regulations with better corporate
governance and accountability. The new Myanmar Investment Law (MIL)
consolidates and replaces the Myanmar Citizens Investment Law and the
Myanmar Foreign Investment Law (MFIL) to ensure consistency with best
practices in the ASEAN region, and also signals Myanmar’s commitment to
the ASEAN Economic Community. The Myanmar Development Institute, an inhouse government socioeconomic strategy think tank, will also be reassigned
from the Ministry of Education to the newly merged Ministry of Planning and
Finance.

3.2 Local Enterprises, Foreign Enterprises, and
State-owned Enterprises
Myanmar’s private sector is almost entirely domestic in orientation, both in
terms of its ownership, management, and customer or client base. According
to a 2014 World Bank Enterprise survey50 of 630 private sector business owners
and managers, foreign ownership was a mere 0.7% in Myanmar, compared with
an average of 9.8% regionally, and 9.4% globally. The World Bank estimated
Myanmar’s total labor force to be around 30.2 million in 2014, with the private
sector accounting for 77% of all employment, the public sector representing
just 8%, and the remaining 15% unemployed.
Comparatively, most firms in Myanmar are owned by a single person. Just
under 93% of all firms surveyed by the World Bank were incorporated as sole
proprietorships (compared with 56% regionally, and 41% globally). Just 5%
were partnerships, 2% were public companies, and a mere 0.4% were limited
liability companies (compared with 20.5% regionally, and 38.5% globally).
The average age of firms was 12.5 years, which was broadly on par with the
average figure for the East Asia and Pacific Region, and globally (14 years and
15.8 years, respectively).
There are an estimated 40,000–45,000 formally registered companies, with
approximately 220,000–250,000 semi-informal businesses registered at the
50.World Bank. 2014a. Myanmar Enterprise Survey 2014: Early Findings. Washington, DC:
World Bank. http://documents.worldbank.org/curated/en/415071468061752759/
Myanmar-enterprise-survey-2014-early-findings
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municipal level (and paying taxes).51 Also, there are an estimated 650 SOEs,
with a further 100 or so firms owned and operated by the military. In addition,
about 700 foreign investment approvals have been issued, although the
number and scale of foreign direct investment (FDI) projects is rising rapidly.
Myanmar also has close to 30,000 cooperative societies, syndicates, and
unions. And the corporate sector, as a whole, is represented by around 70−80
different business associations, of which the main ones largely come under
the Union of Myanmar Federation of Chambers of Commerce and Industry
(UMFCCI) umbrella.
The 2013 UNDP business census52 reported that Yangon had 7,844 firms,
Mandalay 6,698, Ayeyarwaddy 3,593, Sagaing 2,504, Shan State 2,022,
and the remaining states and regions had less than a thousand businesses
each, with the smallest being Chin State with just 139. Thus, 73% of all firms
in the formal sector appear to be in one of five main locations: Ayeyarwaddy,
Bago, Mandalay, Sagaing, and Yangon53 and a north-south corridor of more
concentrated corporate activity is apparent.
Over 99% (30,908 firms) in the census had only one establishment, with the
remaining 185 firms reported having multiple establishments. Also, almost 95%
(29,496 firms) produced only one product or had one business line. Regarding
number of employees, most firms were small—over 80% of firms had 10 or
less employees (Figure 5). Only 1% of firms had 200 or more employees. If
measured by employees, most of the larger firms are located in the Dry and
Delta zones, including Mandalay and Yangon.
When looking at revenues, a broadly similar corporate sector profile emerges.
Over 60% of the surveyed firms had sales of under $10,000. Only 4% of firms
had revenues over $210,000 (250 million kyats) per year.54
51.The 1-page business survey, which UNDP conducted in mid-2013, had a sampling
frame of 179 townships that included: i) all the firms licensed by the Myanmar
Investment Commission (MIC); ii) all the townships with at least two or more firms
registered by the Directorate of Investment and Company Administration (DICA);
iii) all the townships where more than 10 firms were approved by the local Smallscale Industrial Department (SSID); and iv) any township with 100 or more small
firms. At the time of the UNDP survey, the MIC had licensed 41 enterprises, DICA
had registered 12,784, the SSID had approved 12,576 firms, and the DISI had
approved 32,199. The census sought to “strip out” those firms with duplicate listings
(i.e. registered by more than one of the four agencies mentioned), as well as those
firms not in actual operation at the time of the census, leaving 31,093 as the total
census size, with no distinction made for state or private enterprises. See UNDP.
2014. Myanmar One Pager Business Census 2013-2014: First General Report.
52.Ibid.
53.Just three townships—Mandalay, Mon Ywar, and Yangon—have more than 500 firms.
54.Just 2% of firms had revenues greater than the equivalent of $500, 000.
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Figure 5: Myanmar firm size by employees

Figure 6: Myanmar firm size by revenue
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All of the 31,093 companies covered by the 2013 UNDP 1-page business
census employ slightly under 470,000 workers, generate revenues of just under
$22 million, and use aggregate fixed assets of slightly under $33 million. In
addition, only 21% of firms claim to have annual financial statements reviewed
by external auditors—well below half the average figure cited regionally and
globally—suggesting that internal governance structures are likely to be
relatively weak.55
Regarding information and communications technology (ICT) and innovation, the
average for most manufacturing companies was below regional and global norms.
Less than 2% of firms surveyed by the World Bank in 201456 had an internationallyrecognized quality certificate (well below the 16.5% regional average), and
only 6% of manufacturing companies claimed to be using technology that was
licensed from a foreign firm. Less than 15% of firms had a website, with roughly
double that figure using email to interact with either clients or suppliers.
One field where venture capital and private equity interest is rising is
telecommunications (ICT and e-business). This rapid growth has occurred
despite the fragile, and until recently, relatively-high cost of telecommunications
systems in Myanmar which served only a small proportion of the total population.
This has been encouraged, in part, as a result of the launch of Ooredoo and
Telenor (the two foreign firms licensed to provide mobile telephone services
in Myanmar). However, rising ICT investment also reflects the drive of young
entrepreneurs to use ICT in areas such as information management, human
resources, and business-to-business initiatives.
Given the small aggregate size of Myanmar’s corporate sector, the size of
most individual firms, the number of employees in firms, and firms’ capital and
revenues, it is going to be challenging for Myanmar to develop a corporate
sector that is robust and competitive enough to serve the supply chains of
foreign-invested companies in Myanmar or to export anything other than
unprocessed natural resources and agricultural commodities.

55.See World Bank. 2014a. Myanmar Enterprise Survey 2014: Early Findings. According
to the Enterprise Survey, this feature is highly reminiscent of Viet Nam in the 1990s,
when some attempts were made by foreign private equity investors—such as
Mekong Capital—to take equity in private firms. One of the biggest and most costly
challenges was the financial due diligence needed in order to value prospective
investees, and ensure their finances were in good order. On some occasions, at
least, this was not simply a case of carefully auditing the firm, but of effectively
“creating” a set of financial accounts for the firm for the first time. ADB was the
anchor investor in Mekong Capital’s first two funds, the Mekong Enterprise Fund I
and II, along with a handful of European bilateral development partners.
56.Ibid.
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The state’s role in business and service delivery has been in transition since
the late 1980s, but there remain very large, influential state-owned enterprises.
Before 1989, all infrastructure and major commercial activity involved the state,
with services either delivered directly by government ministries or through SOEs.
SOEs typically lacked commercial enterprise features such as a legal identity, a
balance sheet, financial and management autonomy, and an adequate budget.
Over time, service quality and reach deteriorated and SOE market dominance
continued to dampen economic growth and crowd out private investment.57
In 1989, the government started taking cautious steps to reduce SOE market
dominance and slowly privatize SOEs. By early 2003, 180 of the 600 SOEs had
been privatized, however, the economic space occupied by the SOEs has not
been substantially reduced. In 2013, SOEs were estimated to contribute over
55% of state revenues and make up 40% of exports. From 2011 to 2016, the
government focused on more ambitious reforms to sell off assets, corporatize
select SOEs, and establish PPPs.58

3.3 Population and Labor Force
The country’s total labor force is approximately 30 million, although many citizens
working abroad may be unaccounted for in this estimate. The first census in 30
years59 was conducted in 2014 by the Ministry of Population and Immigration
and indicated a population size of just under 51.5 million (up from 35.3 million
in 1983, when the last census was undertaken). However, the total population
of Myanmar could be slightly greater than this as the census was not carried
out in some areas of Kachin, Kayin, and Rakhine, some estimates had to be
made for these areas. Additionally, the census also failed to capture Myanmar
citizens residing abroad at the time the census was taken; a diaspora that is
widely thought to be large in number, most notably working in neighboring
Thailand and Malaysia, but also much further afield.60 This may go some way to
57.DICA. 2016. Private Sector Develop ment Framework and Action Plan. Yangon:
DICA. http://www.dica.gov.mm/sites/dica.gov.mm/files/document-files/psd_framework_
final_01_apr_englidh.pdf
58.Ibid.
59.DIP MOIP. 2015. Myanmar Census 2014: 2014 Population and Housing Census. Census
Report Volume 2.
Naypyidaw: Department of Population, Ministry of Immigration and Population, May
2015. http:// www.dop.gov.mm or http://myanmar.unfpa.org/census
60.In May 2013, The Economist magazine commented: “In 2009 the International
Organisation for Migration (IOM) estimated that 10% of Myanmar’s population,
then estimated to be 50m to 55m people, were living abroad. The IOM’s estimate
is roughly in line with a more recent one [a study published in April 2012] which
suggests that there are between 2m and 4m of Myanmar’s workers in Thailand,
perhaps another half-million in Malaysia, more than 100,000 in Singapore, a few
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explaining why, prior to the latest census, many observers had been estimating
a markedly higher population size (over 60 million).
The recently released census results help to provide a basic profile of Myanmar’s
domestic market. The population in urban locales of Ayeyawady, Mandalay,
and Yangon, if combined, account for about 38% of the total population,
while the relatively new capital Nay Pyi Taw is home to just over 2% of the
population. Yangon, alone, is the most populated locale, at just under 7.4 million
people, or around 14% of the country’s total population. Roughly 14.9 million
(or approximately 30%) of citizens are urbanites. Not surprisingly, Yangon and
Mandalay are the most densely populated areas, at 723 and 206 people per
km2. The average density for the country as a whole is 76 persons per km2. The
population growth rate is around 1.8% per annum.

3.4 Informal Sector
The informal sector, which seeks to remain outside the formal business
community and regulatory framework, is by nature difficult to measure.
The World Bank’s 2014 Myanmar Enterprise Survey of private sector firms
attempted to shed some light on the informal sector.61 The survey found that
31.2% of surveyed companies believe that they face unfair competition from
unregistered or informal firms (a figure much below the regional average of
East Asia and the Pacific of 53.2%). Also, over 88% of surveyed firms claimed
that they had formally registered when they commenced operations—a figure
similar to regional and global averages. However, Myanmar’s results differ from
the regional and global norms regarding whether the informal sector is viewed
as a major constraint for formalized companies. Just 2.6% of surveyed firms
cited this as a major constraint in Myanmar, compared with an average of 14.9%
in East Asia and the Pacific, and 28.9% globally.62
Similar to other markets, mature and emerging, a significant issue for government
with regard to the informal sector is missing out on tax revenues. Although the
authors of this report have not seen any empirical evidence on the number
thousand in Japan and South Korea, and then a totally unknown number in India and
China.” That would indicate that around 5 million people from Myanmar are living
overseas. See Economist. 2013. “Too Many Chits for Kyat. Myanmar’s Remittances”.
Economist. May 30, 2013. http://www.economist.com/blogs/banyan/2013/05/
myanmars-remittances
61.The survey and analysis only covered formally-registered manufacturing firms, and
didn’t include any informal operating firms. These biases mean that the survey’s
results should be treated with extreme caution.
62.See WBG. 2014b. Myanmar Enterprise Survey 2014: Informality. Washington, DC: World
Bank. http://www.enterprisesurveys.org/data/exploretopics/informality
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of informal firms in Myanmar, and private sector complaints about informal
firms indicate this may be an issue, the authors believe that many informal
businesses pay tax of some kind to local government. If so, the revenue issue
may be less serious. It is worth noting that in Viet Nam, a substantial number
of previously-informal businesses that formalized in 2000 and the years since,
did so for several reasons. The reason most often given was the introduction
of the more liberal Enterprise Law, and a marked reduction in the number of
required sector-specific business licenses—thus less time and cost required
to fulfill government requirements. Another key factor was the introduction of
value-added tax (VAT) at the time the Enterprise Law came into effect, and this
created a substantial incentive for many informal businesses to “formalize” so
they would be eligible to claim back what they paid in VAT.
In addition to the informal sector mentioned above, there are illegal elements
in Myanmar’s economy—growing and producing narcotics and laundering the
money associated with this activity. The United Nations Office for Drugs and
Crime (UNODC) reports that Myanmar is the second largest cultivator and opium
producer in the world, and represents 88% of the total regional cultivation.63 In
2013, 57,800 ha of land in Myanmar were being used for opium cultivation,
up 13% in 2012, producing around 870 tonnes of opium, the highest figure
since UNODC started tracking Myanmar production in 2002.64 From 2006 to
2012 opium cultivation doubled in Myanmar, and while it is believed to have
stabilized in recent years, the total land area under poppy cultivation is still at
significantly high levels.65 From the farmers’ perspective, opium is an easier and
higher value cash crop then other competing agriculture options. Most of the
opium production is in upper Shan State, with some in Kachin State. This has a
significant impact on the private sector in Myanmar.
As well as serving as an important source of income for remote and foodinsecure villagers, anecdotal evidence suggests that poppy production
is distorting wages in the wider agricultural sector in geographical areas of
opium production. At times of planting and harvesting, opium farmers offer
63.UNODC. 2015. Working Paper: Reframing Alternative Development in the Greater
Mekong Subregion Bangkok, United Nations Office of Drugs and Crime] https://www.
unodc.org/documents/southeastasiaandpacific//Publications/2015/Alternative_
Development_Working_Paper_2015.pdf
64.For further details, see UNODC (ibid) and Transnational Institute. 2014. “Ethnicity
without Meaning, Data without Context: The 2014 Census, Identity and Citizenship in
Burma/Myanmar” Burma Policy Briefing Nr 13 February. Amsterdam: Transnational
Institute. https://www.tni.org/files/download/bpb_13.pdf
65.UNODC. 2015. Working Paper: Reframing Alternative Development in the Greater Mekong
Subregion. Bangkok, United Nations Office of Drugs and Crime] https://www.
unodc.org/documents/southeastasiaandpacific//Publications/2015/Alternative_
Development_Working_Paper_2015.pdf
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migrant laborers significantly higher wages than farmers of other crops can
afford to pay, and this results in shortages of labor in some agricultural areas.
Related laundering of narcotics money can cause distortions that are severely
detrimental to the financial and the private sector. In an economy where very
little credit is available, businesses that are financed by narcotics money have
a marked advantage as they are able to invest greater equity than competitors.
Also, as their primary role is to launder money, such businesses can tolerate
operating at a loss. This gives them a distinct advantage too over legitimate
businesses that must be commercially viable. In cases where narcotics funds
are remitted through informal financial channels, such as the “hundi system,”66
this undermines the development of the formal financial sector. If this money
does move into the formal financial sector, it damages the reputations of the
financial institutions involved and anyone else linked to them. This makes
operating in Myanmar more complex for foreign institutions.

3.5 Foreign Investment
Foreign direct investment in Myanmar has increased from among the lowest in
Southeast Asia to among the highest as the country has opened up. Despite
the great challenges in doing business in Myanmar, there is strong interest in
Myanmar as one of Asia’s last remaining untapped markets. As shown below,
FDI has increased significantly since 2010. However, this trailed strong growth
across the rest of East Asia and the Pacific, which showed higher growth in
the early 2000’s. As of mid-2016, PRC, Singapore, and Thailand have been
the largest investors, collectively contributing roughly $42 billion, or twothirds of FDI. Other top contributors are Hong Kong, PRC ($7.4b), the United
Kingdom ($4.1b), Republic of Korea ($3.5b), and Malaysia ($1.9b).67 There is
more modest investment from Europe and the USA due, in large part, to the
US Treasury’s historic prohibitions against individuals on the SDN list. However,
with US sanctions lifted, this could change.

66.For details on how the hundi system works, see Aye Thidar Kyae. 2014. “Hundi
remittance lives on”. 15 July 2014. Myanmar Times. http://www.mmtimes.com/index.
php/special-features/194-your-money-2014/11067-hundi-remittance-lives-on.html
67.Myanmar Directorate of Investment and Company Administration - http://www.dica.
gov.mm/en/topic/foreign-investment-country
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Figure 7: Foreign Direct Investment, net inflows (BoP, current USD, 1990
- 2015)68

Myanmar

East Asia & Pacific

In the fiscal year ending March 2016, investment approvals reached a record
high of $9.4 billion for 217 projects. This was up from $8 billion in 2014/15 and
from $4.1 billion in 2013/14. Interestingly, the range of FDI approvals shows the
potential for the market, both from a local market consumption perspective as
well as from an export perspective. Historically, oil and gas and power have
attracted the biggest investment, followed by manufacturing, transport, and
communications.69 One of the largest foreign investments in decades was
announced in April 0216 when the PRC state-controlled commodity trader,
Guangdong Zhenrong Energy Company, won approval from the government to
build a $3 billion refinery, and take a 70% ownership stake.70 In local consumer
packaged goods, Colgate-Palmolive Co., the New York-based maker of
toiletries, bought a Myanmar toothpaste company for approximately $60 million
in 2014. Kirin Holdings of Japan bought 55% of the country’s largest beer
producer, Myanmar Brewery Ltd., for $560 million in August 2015. Malaysia’s
Axiata Group invested $125 million in a telecommunications firm in December.71
There are three broad categories of FDI that will probably be most evident in
the near future. The first category is natural resources development, including

68.World Bank Website - http://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD?end
=2015&locations=Z4&start=1990&view=chart
69.Myanmar Directorate of Investment and Company Administration - http://www.dica.
gov.mm/en/topic/foreign-investment-sector
70.Aizhu Chen. 2016. “China firm wins Myanmar approval for $3 bln refinery”. Reuters
April 5, 2016. http://www.reuters.com/article/china-myanmar-refinery-idUSL3N1782MS
71 Joyce Koh “Foreign Investors Are Starting to Flock to Myanmar Deals”. Bloomberg.
June 15, 2016.
https://www.bloomberg.com/news/articles/2016-06-14/dealmaking-excitementbuilds-over-beers-in-newly-opened-myanmar
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agribusiness and fisheries, extractive industries (such as mining and forestry),
as well as oil and gas (onshore and offshore). The extent of the latter two
depends on whether the government issues licenses to would-be investors.
The second category is based on Myanmar’s relatively cheap labor force, with
the likely focus on garments, footwear, and possibly electronics assembly. The
third category concerns a range of services, including banking and finance,
property (and construction), logistics, hospitality, and tourism.72 The overall
prospects for even greater FDI pledges and disbursements are considerable,
notwithstanding the country’s current limited absorptive capacity. While this FDI
influx could pose a threat to some of the domestic corporate sectors, some
FDI projects are also expected to offer local firms opportunities to become incountry suppliers, as well as linking them to international trade and production
networks.
Almost $4 billion of 2015/16 FDI approvals came at the end of the fiscal year
in March. In the final month before the transfer of power, there was a rush of
investment applications. Additionally, some investors had been taking a “wait
and see” approach, given the political transition, and then sought approval.
Under the new NLD government, a restructured Myanmar Investment Council
was established in June 2016, chaired by the new finance and planning
minister, and responsible for approving FDI. The MIC has been working
through a multibillion dollar backlog of applications for investment licenses,
demonstrating that interest continues to be strong.73
The surge in FDI demonstrates optimism that Myanmar will overcome a
number of challenges. In 2016, the World Bank ranked Myanmar at 160 out
of 188 countries for the ease of starting a business, making it the lowest in
the region.74 OECD’s FDI Regulatory Restrictiveness Index (2015)75 ranked
Myanmar fifth from the bottom in its ranking framework, stressing the need
for improved public governance, legal consistency and coherence, investor
72.The OECD notes that: “Most of the investment that Myanmar has received has
gone into natural resource sectors, with only a negligible role for foreign investors in
manufacturing or services. The removal or, in some cases, suspension of sanctions
has created an opportunity for Myanmar to follow the example of its peers in
ASEAN by building up export-oriented production orchestrated largely by foreign
multinational enterprises. This includes not only manufacturing but also tourism
services for which Myanmar’s potential is vast.” See OECD. 2014. OECD Investment
Policy Reviews: Myanmar 2014.
73.Oxford Analytica. 2016. “Myanmar economic policy gaps may deter investors.” Daily
Brief. August 10, 2016. https://dailybrief.oxan.com/Analysis/DB212915/Myanmareconomic-policy-gaps-may-deter-investors
74.WBG. 2015a. Doing Business 2016. Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank.
75.OECD. 2015. FDI Regulatory Restrictiveness Index. http://stats.oecd.org/Index.aspx?datasetcode=FDIINDEX#
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protection, investment approval processes, and the approach to incentives.
While sanctions have been lifted and individuals and entities have been taken
off of the US Treasury’s Myanmar SDN list, a number of individuals will likely still
fall under the international list of people with ties to the drug and arms trade.
It is unclear how the private sector will proceed, and if the legacy of ties to
the former regime will continue to pose similar challenges even with the policy
change.
A number of changes could help pave the way for a continued increase in FDI.
While some individuals remain subject to US global sanctions due to narcotics
and arms trafficking, all other Myanmar-specific economic and financial
sanctions were lifted in October 2016. A new Companies Act is being updated
to create a set of clear, transparent, consistent regulations with corporate
governance and accountability, and a new Investment Law was passed in
October 2016.
The newly opened stock market in 2016 could further boost opportunities
if opened to foreign investors. The government announced plans to allow a
number of joint venture companies to go public with the goal of boosting market
liquidity by inviting foreign investors to invest. Earlier in 2016, the US removed
sanctions on state-owned Myanmar Economic Bank, which has a majority share
in the Yangon Stock Exchange (YSX). This could clear the way for US banks and
individuals to do business with the exchange. In the meantime, Myanmar will
continue to be the preserve of a small number of boutique asset management
companies and investment funds focused on select “frontier markets” and
willing to spend the relative high transaction costs entailed in identifying and
structuring private equity and project finance deals. For firms with business
exposure to Myanmar, but shares listed outside of the country, there is little
choice at present—one of the few examples is Yoma Strategic Holdings which
is listed on the SGX in Singapore.76
76.The lack of listed firms with strong Myanmar exposure, relative to portfolio investor
demand, has seen Yoma’s share price increase considerably in recent years (almost
10-fold between 2011 and 2013), and the firm is currently valued at over 850 million
in Singapore dollars. Another possible Myanmar-related investment would be Hoang
Anh Gia Lai (HAGL) of Viet Nam, which is listed on the Ho Chi Minh City Stock
Exchange. Both firms are largely property companies, but have sought to diversify
into other areas, including agri-business. In the case of Yoma, the company has
established a subsidiary—Yoma Agricultural & Logistics Holding—to pursue the
following: i) piloting a coffee plantation in Maw Tin Estate, in partnership with ED&F
Man (Volcafe), ii) investing in UHT milk production, and iii) investing in an agricultural
cold chain business with Kokubu of Japan. See Fanny Potkin. 2016. “Myanmar’s
Stock Exchange: Open For Business and Soon to Foreign Investors.” Forbes. JUN
5, 2016. https://www.forbes.com/sites/fannypotkin/2016/06/05/myanmars-stockexchange-open-for-business-and-soon-to-foreign-investors/#3b8a187871ca
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FDI will be a crucial component in Myanmar meeting its medium- and longterm goals. The OECD notes that, “Myanmar’s potential to attract FDI remains
largely unexploited. By almost any measure, foreign investment has played
less of a role in Myanmar than in most other countries in the region.”77 In a
region that has used FDI to help fuel export-led development, Myanmar is an
outlier. The McKinsey Global Institute78 has predicted that Myanmar’s GDP
could be $200 billion by 2030. ADB predicts that by 2030, $60 billion will
be needed to upgrade transport systems, with another $60 billion needed
for power and telecommunications upgrades.79 McKinsey Global Institute
also reported that Myanmar80 may attract as much as $100 billion in foreign
direct investment by 2030 if it spends enough to achieve its economic growth
potential.

3.6 Business Associations in Myanmar
Myanmar’s corporate sector has a wide range of business associations, the
largest of which is the Union of Myanmar Federation of Chambers of Commerce
and Industry (UMFCCI). Once more closely associated with the government,
the UMFCCI is still regarded as a quasi-governmental body, although it is
now officially independent and unlike previously, it holds elections for senior
positions. The UMFCCI is viewed as an important actor in Myanmar’s private
sector with around 28,639 members; 10,230 of whom are considered active.81
Previously, business associations in Myanmar would be required to give the
government regular updates on pricing and volume in specific sectors, and that
data would be used as inputs for government when setting floors for calculating
taxes on the trading of goods. The presence of some well-connected persons
in UMFCCI’s leadership poses difficulties for some company owners that would
rather distance themselves from such connected people.
There are 16 regional business associations in key municipalities, states and
regions, and over 40 affiliated sectoral business associations, spanning a wide

77.OECD. 2014. OECD Investment Policy Reviews: Myanmar 2014. Paris: OECD Publishing
78.McKinsey Global Institute. 2013. Myanmar’s Moment: Unique Opportunities, Major
Challenges. New York: McKinsey & Company. http://www.mckinsey.com/globalthemes/asia-pacific/myanmars-moment
79.ADB. 2016a. Asian Development Outlook 2016: Asia’s Potential Growth. Manila: Asian
Development Bank.
https://www.adb.org/sites/default/files/publication/182221/ado2016.pdf
80.McKinsey Global Institute. 2013. Myanmar’s Moment: Unique Opportunities, Major Challenges. http://www.mckinsey.com/mgi/: McKinsey Global Institute.
81.Miriam Amine et al. 2016. GIZ Baseline Report for the German-Myanmar Programme on
Sustainable Economic Growth. Bonn: German Institute for Development Evaluation
(DEval).
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range of industries.82 About a dozen associations pertain to business and PSD.
Officially, virtually all the associations come under the UMFCCI national umbrella.
However, anecdotal evidence indicates that not all business associations are
wholly comfortable with this arrangement, and do not always defer to the
UMFCCI. Furthermore, in some sectors, membership becomes almost essential
for relevant firms, as the pertinent association holds key powers that would
make it difficult for non-members to operate and compete against members.
Business association capacities and their degree of proactivity seem to vary
widely, as do the services they provide to members. Some bodies appear to
primarily focus on elevating the status of key members and they allow for “elite
capture” of inbound opportunities, while others appear more democratic and
equitable in their approach to business development in their respective sectors
or locales.
Across the board, business associations need to develop capacity in order
to work with an expanding private sector and SMEs. For example, the SME
Development Law (2015) anticipates more involvement between the Central
Committee and business associations, which are to act as key representatives
of the private sector. On average, only 4% of micro, small, and medium-sized
businesses belong to a business association. Amine and co-authors have
pointed out that “business and sector associations, including UMFCCI… are
even less able to speak for SMEs, which are barely included in such networks.
Interventions should thus bear in mind that associations or other networks need
to be strengthened to make sure that the perspective of the private sector is
represented at the policy level.” This representation of multiple views has often
been a challenge in associations, especially when representing views of the
private sector to liaise with the government; however, there are best practices
for inclusive business associations. 83

3.7 Start-Ups and Entrepreneurial Ventures
As a result of Myanmar’s years of isolation, and the government’s control of all
business sectors, the country lags behind its more developed neighbours in
cultivating a good environment for entrepreneurs. However, with the political
transformation to democracy, and especially since the new government took over
in April 2016, opportunities for businesses are opening at all levels—including
for entrepreneurs. Additionally, interest in entrepreneurship from government
82.Myanmar Chamber of Commerce (UMFCCI). September 2014. Department
Brochure: Your Gateway to Doing Business in Myanmar. Yangon, UMFCCI.
83.Miriam Amine, et al. 2016. GIZ Baseline Report for the German-Myanmar Programme
on Sustainable Economic Growth. Bonn: German Institute for Development Evaluation
(DEval)
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and international companies and organizations has been growing rapidly over
the last few years, and activities promoting and supporting entrepreneurship
have grown exponentially.
In November 2016, the 5th annual Myanmar Global Entrepreneurship Week
(GEW) was held in 10 cities across Myanmar, with 35 local and international
organizations collaborating to sponsor a total of 42 events.84 These workshops,
forums, conferences, discussion panels, and competitions attracted more
4,500 people.
The GEW is a global event held each November, and now in its 11th year of
bringing together “innovators and job creators who launch startups that bring
ideas to life, drive economic growth and expand human welfare.”85 Around the
world, GEWs involve over 10 million people in 160 countries who celebrate
entrepreneurship in various ways.
One of the key organizers of the GEW in Myanmar was the Myanmar Young
Entrepreneurs Association (MYEA), which was founded in 2012 to facilitate
entrepreneurship through startup events, promoting awareness, providing
training, and improving access to finance. At the Myanmar Entrepreneur
Summit 2016, the MYEA released a whitepaper it prepared with support from
USAID, which summarized the results of over 350 interviews across seven
states and divisions. Among the key findings MYEA presented to senior levels
of government, were the following:
•

The vast majority of Myanmar entrepreneurs are home-grown and have
not lived or studied abroad. Half are “serial entrepreneurs,” who have
started more than one business, and 46% of entrepreneurs are women.

•

Interviewees said they expect to hire, in total, 6,500 new full-time
employees in 2016, and many more part-time employees. Also, 72% of
firms expected their sales will grow in 2017.

•

Nearly all interviewees said they face problems with access to finance,
unreliable infrastructure such as electricity and roads, and finding
appropriately skilled labor.

Phandeeyar (which means “creation place” in the Myanmar language) was
launched in 2014 following a series of hackathons called “Code for Change
84.http://www.mizzima.com/business-domestic/global-entrepreneurship-week-2015hits-10-cities-across-myanmar
85.G.E.W. 2016. Global Entrepreneurship Network. 14–20 November 2016. http://
mm.gew.co/myanmar/global-entrepreneurship-week-2016
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Myanmar.” These “brainstorming” events, which attracted dozens of technology
innovators, highlighted the potential of Myanmar’s technology revolution and
the need for innovators to connect with each other. As a tech-focused, startupenabling organization, Phandeeyar has hosted over 100 events annually since
its launch. These include weekly activities, discussions, and an accelerator
that provides growth-promoting business services to promising startups. In
addition to Phandeeyar, numerous organizations are supporting entrepreneurs,
including the Myanmar Women’s Entrepreneur Association, Building Markets,
and the Myanmar Business Executive Association.
Despite such support, much work still needs to be done to support Myanmar’s
innovative entrepreneurs so that they can achieve their potential. As MYEA’s survey
of entrepreneurs shows, startups in Myanmar still face a number of challenges,
including business registration and other forms of compliance, accessing finance
and services from local banks, and finding capable human resources. In MYEA’s
study, application of the Entrepreneurship model developed by Daniel Isenberg86
showed that Myanmar ranks on the low end of each key pillar of support for
an entrepreneurship ecosystem. Among the initiatives that could substantially
achieve improvements are: increasing access to finance through microfinance,
angel networks, and other forms of financing; and increasing the number of
business training programs, accelerators, and co-working spaces.
Figure 8: Comparison of Myanmar’s entrepreneurship ecosystem with
other countries87
Country

Access to
Markets

Access to
Finance

Human
Capacity

Supports /
Networks

Culture of
Entrepreneurship

Entrepreneurship
Policy

Myanmar

1.5

1

1

1.5

1

1

Cambodia

1.5

2

2

1.5

1

2

Lao PDR

1

1.5

1.5

1

1

2

Malaysia

2.5

2.5

2.5

3.5

1.5

4

Singapore

3.5

4

4.5

3.5

3.5

4.5

Thailand

2.5

2.5

3.5

2

3.5

4

Viet Nam

2.5

2

2.5

2.5

3.5

3

Ireland

4.5

4

4.5

3.5

3.5

4.5

86.Daniel Isenberg. 2014. “Introducing the Entrepreneurship Ecosystem: Four
Defining Characteristics” Forbes May 25, 2011. https://www.forbes.com/sites/
danisenberg/2011/05/25/introducing-the-entrepreneurship-ecosystem-fourdefining-characteristics/#45e17eb95fe8
87.Wai Phyo. 2016. “First Myanmar Entrepreneurship Summit 2016 Key Findings of the
White Paper” October 22, 2016. https://myea.org.mm/downloads/
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The rapid rise in affordable cell phones and internet access in Myanmar means
that there is great potential for businesses to profitably use these technologies.
This potential was captured in a 2016 Tech In Asia article that stated: “One of the
biggest connectivity revolutions in the world has quietly unfolded in Myanmar
over last few years. …Myanmar is a potential goldmine for startups. Think tens
of millions of new internet users, all on mobile, realizing simultaneously that they
can use technology to fix anything from traffic congestion to money transfers.”88
The timing of Myanmar’s mobile penetration coincides with the availability of
cheaper smartphones from the PRC and other lower-cost manufacturers. As a
result of their nation-wide use, smartphones could become the central tool in
Myanmar not only for phone and Internet connectivity, but also for saving and
transferring money, making purchases, and many other things.
At the Myanmar Entrepreneur Summit 2016, Myanmar’s State Counsellor and
Foreign Minister, Aung San Suu Kyi, pledged that there would be transparency
and accountability in the country’s economic system. She also responded
positively to MYEA’s presentation on the many challenges facing entrepreneurs,
and committed to working with MYEA and other private sector stakeholders to
solve the key constraints identified in MYEA’s study. Such government support
from the top will be critical for improving the entrepreneurship ecosystem.

88.Eric Crouch. 2016. “Myanmar’s first startup accelerator is open for business”
TechInAsia. June 10, 2016.
https://www.techinasia.com/phandeeyar-myanmar-accelerator
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4. Key Constraints on Private Sector
Growth
Although Myanmar’s economy has experienced significant growth and the
government has implemented a number of beneficial reforms, the private sector
still faces serious challenges that prevent it reaching its potential, and that limit
employment opportunities, productivity gains, and regional competitiveness.
Several sources have ranked the key constraints to the private sector in Myanmar,
including the World Bank’s Myanmar Investment Climate Assessment (2015),89
the World Bank’s Doing Business 2016,90 and the Private Sector Development
Framework 2016, which was supported by the ADB’s Mekong Business Initiative.91
Figure 9: Share of firms identifying the main obstacle (%)

Source: World Bank Myanmar Investment Climate Assessment, 2015

89.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
http://documents.worldbank.org/curated/en/219161468109465403/MyanmarInvestment-climate-assessment-sustaining-reforms-in-a-time-of-transition
90.WBG. 2015a. Doing Business 2016: Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank.
91.MBI. 2016.Myanmar Indicative Private Sector Development Framework and Action Plan.
Yangon: Asian Development Bank, Mekong Business Initiative.
http://www.dica.gov.mm/sites/dica.gov.mm/files/document-files/psd_framework_
final_01_apr_englidh.pdf
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Through synthesizing the private sector constraints reported across the
analytical reports listed above, this report focuses on understanding the top
six constraints so that development actors can offer programming and funding
to support improvements. The six key constraints are: (i) lack of access to
electricity, (ii) lack of a legal and regulatory framework, (iii) lack of access to
finance, (iv) the state’s role in business services delivery, (v) lack of qualified
workers, and (vi) lack of trade and investment. There are other important
constraints too in the private sector context; however, this report seeks to focus
on the top constraints at this stage of Myanmar’s growth trajectory.

4.1 Lack of Access to Electricity
Figure 10: Electricity use per capita in selected ASEAN countries, 2013
(kWh per capital)92

The private sector consistently cites lack of access to electricity as one of
their top three constraints. Although the number of electrified towns and
villages in Myanmar has been increasing, only one-third of the population has
access to electricity, falling to 16% for rural households.93 The World Bank
ranked Myanmar at 168th out of 192 countries for electricity consumption
per capita, which was 165 kilowatt hours (kWh) per capita in 2013. That

92.World Bank Myanmar Investment Climate Assessment, 2015
93. WBG. 2016. Myanmar Economic Monitor. May. Washington, DC: World Bank.
http://documents.worldbank.org/curated/en/232051468186846783/pdf/105944-REVISED-PUBLIC-World-Bank-report-DIGITAL-amended-June-8.pdf
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compares to the global average of 3,000 kWh per capita.94 Myanmar has
abundant natural resources, but in the past, significant FDI in oil and natural
gas, and in hydroelectric projects, was largely to supply the Chinese and
Thai markets. Below-cost tariffs meant that domestic electricity supply
suffered from inadequate investment, and consequently, energy generation
and transmission infrastructure is now outdated, the supply of electricity is
intermittent, the coverage of the national grid is limited, and the electricity
sector’s financial constraints inhibit appropriate maintenance and new
investments to expand supply and import new technologies.
At a time of unprecedented growth, this is creating concern, and is now a
major obstacle to economic activity, job creation, and improvements in health
and education services. The manufacturing sector and large firms suffer the
most. Forty-six percent of large firms cite access to electricity as their number
one obstacle.95 Electricity demand is expected to increase five-fold by 2030,
especially if all homes become electrified. To achieve this, electrification needs
to increase from 200,000 homes per year today to a half a million homes a
year by 2020, and sustain that level of increase for a decade.96 Development
of industrial parks and the gradual industrialization of the country relies on
adequate supplies of reliable and affordable electricity and gas.
Table 1: Problems of electricity supply facing various sectors in Myanmar
Description

All
Manufacturing
Sectors

Retail

Other
services

1 Electricity as biggest obstacle (% firms)

17.9

31.2

12.7

11.1

2 No. of electricity outages in a typical month

12.5

13.3

13.6

11.4

3 Duration of electrical outages (hours)

1.5

1.8

1.3

1.4

4 Value lost due to electrical outages (% of sales)

2.1

2.6

2.3

1.7

5 % of firms owning or sharing a generator

75.7

86.7

62.4

75.9

6 Electricity from generator (%)

16.8

21.7

11.8

16.0

Source: World Bank Myanmar Investment Climate Assessment, 2015

94.PWC. 2016. Doing business in Myanmar. 4th Edition. May 2016. Yangon: PricewaterhouseCoopers Myanmar Co., Ltd http://www.pwc.com/mm/en/publications/assets/
myanmar_business_guide.pdf
95.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
96.ADB. 2017. Inclusive and Sustainable Growth Assessment. Manila: Asian
Development Bank. https://www.adb.org/sites/default/files/linked-documents/cpsmya-2017-2021-ld-01.pdf
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Even for those that are connected, frequent power outages and lack of
predictability are disruptive to doing business. Ninety-four percent of firms
experience power outages, resulting in 2.1% of sales lost due to outages.
That reaches as high as 6% in some areas, such as Bago. A total of 75.7% of
businesses own or share a generator—the highest level of generator ownership
in the region. This adds to the cost of doing business, both in owning and
running a generator, which is itself a more costly form of energy. Firms rely
on generators for 23% of power, compared with 21% in Lao PDR and 10%
in Viet Nam.97 If a business is not connected, it can take up to a year for a
connection, but waiting times vary widely, creating an extra layer of uncertainty
for businesses. The World Bank ranks Myanmar at 148 out of 189 economies
on the ease of getting electricity.98 In East Asia and the Pacific, only Lao PDR
ranks lower, and the average cost for a connection is 1,673.40% of income per
capita.
Figure 11: Access to electricity as the main constraint, by firm size99

Source: World Bank Myanmar Investment Climate Assessment, 2015

97.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
98.WBG. 2015a. Doing Business 2016. Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank.
99.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
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Figure 12: Share of firms experiencing power outages in the region (%)100

The government has been taking steps to address electricity issues, setting
national plans and targets. The former administration adopted the National
Energy Policy, focused on sustainable energy development and balancing the
need to export energy as a major source of public revenue, with the longerterm development objectives of improving the security, reliability, and quality
of energy supply in the domestic market. The government also hopes to
achieve universal access to electricity by 2030. The new Ministry of Electricity
and Energy, a merger of the former powerful and influential Ministry of Electric
Power (MOEP) with the former Ministry of Energy (MOE), is responsible for all
aspects of the oil and gas market, including exploration, drilling, production,
the onshore pipeline network, and natural gas extraction.
The 2014 Electricity Law is being revised to encourage more local and foreign
investments and participation, and will allow region and state governments to
have the right to implement small-scale projects (up to 10 megawatts [MW])
and medium-scale projects (up to 30MW).101 Power generation capacity is

100.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
101.PWC. 2016. Doing business in Myanmar. 4th Edition. May 2016. Yangon:
PricewaterhouseCoopers Myanmar Co., Ltd http://www.pwc.com/mm/en/
publications/assets/myanmar_business_guide.pdf
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expected to increase with the development of over 40 new power plants, and
the increase is expected to raise the per capita power consumption to 493
kWh by 2020, and 854 kWh by 2025.102 The government has also been doing
some restructuring and corporatization. It already initiated corporatization of
the Yangon Electricity Supply Corporation and created the Mandalay Electricity
Supply Corporation. These initiatives have helped lower transmission losses
and encouraged more efficient revenue collection. The government is expected
to continue shifting its focus to a regulatory and planning role and away from
generation and distribution.
New plans call on the private sector to meet fast growing demand. The 2014
Electricity Law separating regulatory and operating functions of the MOEP, and
invited greater private sector participation. Contracts to hire several independent
power producers (IPPs) were competitively tendered using international standard
documents and procedures, and the emerging PPP program in the sector is
now serving as a model for planning, preparing, and competitively tendering
PPP contracts. However, progress in signing power-purchase agreements has
been slow, with only 10% of installed capacity coming from IPPs by 2015.
The investment needed in the power sector is large, totaling roughly $30 billion
over the next 15 years.103 ADB forecasts that $27 billion of new power generation
projects must be in place and approved by 2025 to meet 2030 supply targets.
Another $12 billion is required for transmission and distribution for rural
electrification. This is based on a “least-cost” investment strategy and “medium”
case growth forecasts. The government hopes to mobilize investments and
improve efficiency by attracting additional IPPs, promote PPPs to accelerate
construction of modern power generation plants, and reduce power distribution
losses. A major constraint for the construction of new gas-fired power plants
in the near to medium term is likely the availability of gas. The government
has established a framework for self-generation of reliable power for industrial
zones.104
Increasing access to electricity is critical for the expansion of productive sectors
as well as for the delivery of public services in urban and rural areas. However, to
successfully attract the large investments needed in the power sector, projects
need to be financially viable. The World Bank notes that “this critically depends
102. Ibid.
103. WBG. 2016. Myanmar Economic Monitor. Washington DC: World Bank.
http://documents.worldbank.org/curated/en/232051468186846783/pdf/105944REVISED-PUBLIC-World-Bank-report-DIGITAL-amended-June-8.pdf
104.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
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on tariff policies both for gas supply to the power sector and for electricity
distribution.”105 To sum up, aligning the right policies, FDI, and private sector
participation to increase access to energy, could have a very significant impact
on productivity, competitiveness, and inclusive growth in Myanmar.
Figure 13 and Figure 14: Access to energy (electric power consumption
kWh per capita) and access to electricity (% of population in selected
countries from 1990–2012)

Source: World Bank Group, Myanmar Economic Monitor, 2016

4.2 Legal and Regulatory Environment
Myanmar has a complex and fragmented legal and regulatory framework—a
result of decades of military rule followed by the shift towards a market-based
economy. The many layers of laws, regulations, administrative practices, and
procedures sometimes overlap, are inconsistent, or outdated, and vary from
one part of the country to another. Enforcement of laws and regulations also
varies. As the World Bank Group’s Doing Business Survey 2016106 clearly shows,
Myanmar’s regulatory environment for business needs improvement on virtually
all fronts and is one of the top constraints for the private sector.

105.WBG. 2016. Myanmar Economic Monitor. Washington, DC: World Bank.
http://documents.worldbank.org/curated/en/232051468186846783/pdf/105944REVISED-PUBLIC-World-Bank-report-DIGITAL-amended-June-8.pdf
106.WBG. 2015a. Doing Business 2016. Measuring Regulatory Quality and Efficiency.
Washington, DC: World Bank.
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A related issue is effectively implementing and enforcing laws. Some are structured
as “frameworks” instead of specific directives, making them difficult to implement
and giving officials extensive discretion over implementation and enforcement.
Framework laws also often have little relationship to actual procedures, and result
in poor coordination between ministries and the public. Myanmar needs to build
government capacity to identify and address weak or non-implementable laws.
Equally, legal and law-drafting expertise needs to be improved within government
to reflect a modern business sector. In addition, many government agencies lack
institutional memory when applying laws and regulations. In the case of some new
laws, the implementing regulations are inadequate, and the physical resources
and institutions needed to implement and enforce regulations are not available.
The budgetary impact of new laws should also be considered.
A common issue noted by the private sector is weak coordination among
government agencies. In many cases, agencies focus on their own mandates,
and are unwilling to collaborate and share information with others. This lack
of coordination is a problem not only among government agencies, but within
agencies themselves. While operating like silos is understandable, on crosscutting needs, the lack of government cooperation and coordination leads
to duplication of effort and misses potential synergies. In the case of private
sector development, the confusing regulatory environment makes it difficult
to navigate and be compliant, which in turn adversely impacts an enterprises
operational costs and competitiveness. In addition to adjusting to a different
external environment, government institutions are undergoing internal changes
themselves. The new government has reduced the number of ministries, which
may help streamline operations longer term, but adds near-term complexity to
an environment already in flux.
Despite improvements, the cost and time to start and operate a business is still
very high as a result of the poor regulatory environment. Half a dozen laws currently
regulate firm entry, and they vary widely by sector, location of the investment, and
whether the investment is from a foreign or domestic source. At 27 days, firms in
Myanmar, on average have to wait longer for their operating licenses to be granted
longer than any other ASEAN country. This compares to 16 days in Viet Nam, 14
days in Lao PDR, and 11 days in the Philippines.107 There are a number of agencies
and ministries that businesses typically have to visit, and numerous inspections
carried out by different government agencies. Businesses report that interaction
with both national and subnational authorities can be time-consuming, and makes
compliance with regulations challenging. Lack of capacity in government also
107. WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
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poses difficulties in managing and enforcing business regulations. For example,
analysis of the social and environmental impact assessments submitted by
investors happens far too slowly. Government capacity also poses constraints
with regard to the enabling environment for business. Businesses need access
to reliable and affordable power, communications, transport links, and other
essentials for competitive business activity. When companies are navigating
such a challenging regulatory and physical environment, they may adopt illegal
or corrupt practices in order to get preferred treatment.
Figure 15: Number of days for an operating license

Source: World Bank Myanmar Investment Climate Assessment, 2015

These challenges have led to a high number of informal businesses which has
a negative impact on the private sector. Fear of government interference is
a major reason why such a large percentage of businesses have remained
informal. The World Bank’s 2015 Enterprise Survey shows that “among the
informal firms surveyed, the majority do not really see any benefit in registration.
This could be due to the under-utilization of formal finance, which is even lower
than it is for the formal firms. And yet, a third of informal firms report their desire
to have their business registered.”108

108.World Bank. 2014a. Myanmar Enterprise Survey 2014: Early Findings. Washington DC:
World Bank.
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A strong regulatory environment is imperative for economic growth and stability.
A number of new laws have been passed since 2012 to help address the
challenges, but they are at different stages of implementation:109
• Myanmar Citizen Investment Law 2013 and Foreign Investment Law 2012,
which provide a solid framework for the regulation of domestic and
foreign investment, have been consolidated into the new Myanmar
Investment Law 2016 which came into force in April 2017;
• Securities Exchange Law 2013, which established a securities exchange
for Myanmar and provides a framework for capital market development
and regulation of the securities industry;
• Myanmar Special Economic Zone Law 2014, which seeks to support exportorientated industries and related supply chain industries by providing
incentives for investments in specially designated economic zones;
• Competition Law 2015, which provides a framework for regulating anticompetitive conduct, monopolistic behaviour, and entrepreneurs’
unfair market practices came into force in February 2017 (although the
regulations necessary for its implementation have not yet been approved);
• Financial Institutions Law 2016, which provides a framework for regulating
Myanmar’s banking sector and financial system has been passed (and
regulations are being developed); and
• Preparation of a new Myanmar Companies Law, which will revise and
update the current Myanmar Companies Act 1914, has been submitted
to the Union Parliament and is expected to be passed in 2017.
Given the strong correlation between a better business environment and greater
investment activity, the incentive for pursuing reforms is clear. However, given
the significant capacity constraints of the government entities concerned, it is
important that reforms place the greatest emphasis on simplifying and streamlining
procedures, rather than on adding to them. Building the skills and capacity of the new
government should be a top priority of development partners and the government in
order to keep pace with the speed at which laws and policies are changing.

4.3 Access to Finance
The financial sector is still small, despite growing rapidly, and needs to
overcome the legacy of public mistrust after many years of mismanagement.110
109.MBI. 2016.Myanmar Indicative Private Sector Development Framework and Action Plan.
110.In 2003, a banking crisis led to severe liquidity problems for all major private banks,
and the public lost trust in private financial institutions.
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The sector consists of the quasi-independent Central Bank of Myanmar (CBM),
the newly formed Ministry of Planning and Finance,111 four state-owned and 24
private banks, branches and representative offices of nine foreign banks (with
four more in process), finance companies, the newly opened Yangon Stock
Exchange (YSX), the Securities Exchange Commission of Myanmar (SECM),
securities companies, and insurance companies.112
In terms of constraints to doing business in Myanmar, access to finance is cited
the most frequently as the largest obstacle. It is among the top three obstacles
cited by all firm sizes, and 23% of firms cite it as their number one obstacle.113
Within industry, 23% of manufacturing firms, 36% of retail trade firms, and 14%
of services firms cite it as the top obstacle.114 Only 30% of firms have a bank
account and only 7% have a line of credit or loan—the lowest level among all
comparator countries.115 Micro, small- and medium-sized firms are the furthest
behind. As discussed above, the current legal and regulatory framework is
complicated and outdated, and creates a number of barriers through items such
as an interest rate cap, a maturity limit, and onerous collateral requirements.116
Rural dwellers and farmers are especially poorly served by the formal financial
system, and have to rely on the more costly informal market. The Myanmar
Agricultural Development Bank only serves a small number of farmers and is
inefficient, consistently loses money, and does not provide adequate amounts of
credit.117 A lack of access to finance essentially makes farming in Myanmar more
expensive. Domestic producers in the food processing industry, for example,
face growing competition from cheaper imports that are not hampered, as is the
case with Myanmar’s processors, by weak supply chains and financing.

111.Formed under the new government by merging the Ministry of Finance and Ministry
of National Planning and Economic Development.
112.PWC. 2016. Doing business in Myanmar . 4th Edition. May 2016. Yangon: PricewaterhouseCoopers Myanmar Co., Ltd http://www.pwc.com/mm/en/publications/assets/
myanmar_business_guide.pdf
113.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington DC: World Bank.
114.Ibid.
115.Ibid.
116.Ibid.
117.MBI. 2015. Myanmar Indicative Private Sector Development Framework and Action Plan
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Figure 16: Share of firms that purchased a fixed asset (%); source of funding

Source: World Bank Myanmar Investment Climate Assessment, 2015

Lack of access to the formal financial sector means most firms self-fund fixed
assets and working capital, which limits their growth. In 2014, 46% of firms
acquired fixed assets, reflecting a high growth rate, yet only 1% of fixed asset
investment costs were financed through a bank. A total of 92% of firms relied
on their own funds, and 87% also used their own funds for working capital,
the highest in the region.118 Fewer people buy on credit, and a smaller portion
of purchases is made with credit than is the case in any other country in the
region. As a result, smaller enterprises rely on taking out personal loans to
finance business activity. While this should not be common practice for large
companies, 82% of these also use personal loans or a combination of personal
and business finance, which is very unusual when compared with other countries.
Few firms (4%) applied for loans in 2014, compared to 54% in Viet Nam, 35%
in Lao PDR, and 22% in the PRC.119 Survey data does not show why this is the
case. Forty percent of micro, small, and medium enterprises cite procedural
complexity, unfavorable interest rates, and strict collateral requirements as the
primary reasons why they do not apply for loans.120 Low loan applications could
also reflect a gap between desired and offered current loan products.

118.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
119. Ibid.
120. Ibid.
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Figure 17: Share of firms using only own funds to finance (%)

Source: World Bank Investment Climate Assessment, 2015

A number of regulatory constraints restrict banks on what financing products
they are allowed to offer. The maximum lending rate is 13% per year, there is
a floor of 8% on deposit rates, and there are limits on the fees that banks can
apply to loans.121 Together, these may not suffice in allowing banks to provide
sustainable financing products, especially to SMEs and the retail sector. Limits
on loan maturity restrict bank financing as an option for investment purposes.
Collateral restrictions and the reliance on land as the main form of collateral
severely restrict a number of firms from accessing formal financing, especially
micro, small, and medium enterprises. Lack of access to land to pledge as
collateral when borrowing is cited as a top constraint by the private sector,
and is clearly intertwined with companies’ ability to finance business activity.122
Secured transactions reform is needed to facilitate lending of working capital.
Like modern financial systems in other countries, Myanmar should allow
borrowers to pledge movable collateral such as vehicles, equipment and
accounts payable.

121.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
122.Ibid.
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Myanmar’s leaders and key policymakers have made good progress towards
building a modern, more inclusive financial sector since 2011. In general, the
policy approach has been sensible, building a solid foundation for further
financial sector growth. However, financial regulators have not always acted
consistently and the occasional bias shown towards powerful interest groups,
such as local commercial bank owners, underpins the need for a change in
mindset.123 Notable changes include: the 2012 Foreign Exchange Management
Law, the 2013 Central Bank Law, the 2014 Anti-Money Laundering Law, the
2011 Microfinance Law, the 2014 launch of the Financial Regulatory Department
within the MOF to supervise MFIs, the 2015 development and approval of the
United Nations Capital Development Fund’s Financial Inclusion Roadmap; and
the 2016 passage of the new Financial Institutions Law (FIL), replacing the 1990
FIL. The Yangon Stock Exchange launched in 2016, but it is still small.124
In the second quarter of 2016, the CBM introduced new regulations governing
mobile phone financial services. This will enable mobile phone network operators
to strengthen financial inclusion with more diversified and stable financial
services to the 75% of the population that do not have access to banking
services.125 The rapid introduction of electronic money and mobile payment
services would significantly expand financial access, and mobile banking is
expected to make the financial system more stable, effective, and safer while
benefiting the underbanked population.
As is the case in most developing countries, the condition of Myanmar’s
banking and financial sector will be a key determinant in the development of the
country’s private sector. It is an essential macroeconomic instrument needed
to inject funding into a greatly under-invested business community. Having
laid a foundation, the new government needs to show strong and consistent
leadership to deepen financial sector reforms. Care must be taken not to fall
back on old tendencies to restrict and control, or to favor the narrow concerns
of bankers over the needs of the broader public who are poorly served—or
not served at all—by financial institutions. Addressing the constraints is not
straightforward and involves system-wide reforms, including how banks are
regulated and supervised. Policymakers and regulators will need to develop
new technical and banking skills while focusing on transparency and standards
to regain public trust.

123.MBI. 2015. Myanmar Indicative Private Sector Development Framework and Action Plan
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4.4 The State’s Role in Business Enterprise and
Service Delivery
As introduced in Section 4.2, some state-owned enterprises (SOEs) have
been in transition over the last few decades, but continue to play a dominant
role in many sectors. The special privileges enjoyed by SOEs could thwart
competition and crowd out the private sector. Under the previous administration,
the Myanmar Investment Committee’s discretionary powers to grant licenses
to both foreign and domestic private investors in some sectors where SOEs
dominate, posed risks and uncertainty. As the US Department of State’s
Investment Climate Statement of June 2014, notes: “MIC has routinely granted
numerous exceptions including through joint ventures or special licenses in the
areas of banking (for domestic investors only), mining, petroleum and natural
gas extraction, telecommunications, radio and television broadcasting, and air
transport services.”126
Corporate governance standards and practices in SOEs are often weak, with
managers and senior executives having few incentives to make a profit. Where
SOEs are losing money, and do not provide an essential public service, they
pose a burden on the government’s already stretched budget. They also create
a false economy as prices are not driven by market forces.127 This is an issue
in the energy sector where household tariffs have been artificially kept low and
subsidized, in part, by higher business tariffs and state budgets. The resulting
lack of capital over the years is reflected in poor infrastructure and its limited
reach. As discussed previously, major investment will be needed to upgrade
energy infrastructure, while transitioning consumers to higher prices that enable
providers to be sustainable. In this case, there is a risk that the public will have a
poor opinion of the new administration, and of private infrastructure providers if
customers are not adequately educated about why prices need to rise and the
longer-term benefits of paying more now.
A number of factors make SOE reform a challenging issue for policymakers
in Myanmar. These potential issues include poorly-managed transitions, joblosses, lost pensions, resistance from entrenched lobby groups, and inaccurate
valuation of SOEs. Many SOEs are in poor condition, with physical assets that
are probably worth little in book value terms. Some are located in undesirable
locations or supply a market where demand has declined. Capital investment
has often lagged as well, and thus the quality of the product or service supplied
126.US Department of State. 2014. “2014 Investment Climate Statement”. Yangon: US
Embassy. https://www.state.gov/documents/organization/227136.pdf
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is often times poor. In these circumstances, potential buyers may be more
interested in the SOE’s land, or particular business privileges, as opposed to
the value of the SOE’s physical assets or revenue stream.128
One lucrative sector that is reserved for SOEs is timber and forestry. Only
the state-owned enterprise Myanmar Timber Enterprise (MTE), is permitted to
provide timber to state-owned businesses in Myanmar, although it has been
reported, anecdotally, to occasionally provide timber to private companies.
These are members of the Myanmar Timber Merchants Association which
has over 1,100 members, spanning 90 factories and around 100 furniture
manufacturing firms. The association also includes a smaller number of
producers of rattan and bamboo products. But all extraction charges are
paid by MTE, which also processes timber in its more than 80 mills and
factories, some of which it wants to lease to other companies. MTE aspires to
corporatize in the future, principally in order to end the various budgetary and
other constraints it faces as an SOE.129
Another important issue regarding SOEs, is determining the requirements for
who should be able to buy and operate them. Some government members are
concerned that any large-scale privatization scheme would see a large number
of SOEs sold to connected persons who have capital ready to purchase these
entities, and that this would be undesirable. Some argue that if SOEs were
bought by connected persons, their assets might be sold off rather than new
investment made to turn money-losing firms into profitable ones. This concern
is part of the wider “elite capture” debate in Myanmar.130
There is an on-going debate about whether a change in ownership (i.e.
privatization) is best, or whether SOEs should remain in government hands,
but made more competitive and commercially-oriented (i.e. corporatization).
Given assessment of the status of many SOEs, some experts express doubts
about being able to transform many SOEs into competitive operations, and they
suggest dissolving these SOEs altogether. Developing a common approach
is complicated by the fact that SEOs are distributed among many ministries,
128.Ibid.
129.US Department of State. 2014. “2014 Investment Climate Statement”. Yangon: US
Embassy. https://www.state.gov/documents/organization/227136.pdf
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which have different approaches, guidelines, and methodologies for managing
reforms. Few ministries have tied reforming sector development in parallel to
SOE reform. To avoid disrupting services and economic activity, privatizing of
SOEs will need to be carefully planned and sequenced.131
The current approach of the government appears to be selling unprofitable
SOEs and keeping and reforming SOEs with the potential to be profitable.
International best practice favors privatization, so retaining some SOEs could be
the result of the government wanting to continue to retain an element of control.
The Privatization Commission, created in 2012, adopted new procedures that
emphasized open tenders and public-private partnerships. Implementation of
PPPs is also driven by ministries with different approaches, but there have been
a number of PPP successes in recent years. Four areas where there have been
notable achievements include the (i) liberalization of the telecommunications
sector, (ii) liberalization of the transport sector, (iii) liberalization of the energy
sector, and (iv) preparation of a modern commercial law.132

4.5 Human Capital
Lack of human capital is a significant constraint to the private sector in Myanmar,
and it is a cross-cutting issue, affecting all sectors, including the public sector.
Lack of access to skilled workers is the 4th largest constraint in the 2015 World
Bank Myanmar Investment Climate Assessment for Myanmar,133 listed above
taxes, regulations, and bureaucratic barriers. Significantly, 9% of all firms cite
it as their top constraint, with medium-sized firms, at 12%, feeling the greatest
challenge. In support of these findings, human capital was identified as the
2nd largest constraint by the 2014 Myanmar Business Survey. This is the result
of half a century of underinvestment in education and health that has severely
stunted human capital development and resulted in a dearth of skills at all levels
that have either already become a binding constraint to inclusive growth or will
soon become one.

131.MBI. 2015. Myanmar Indicative Private Sector Development Framework and Action Plan
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Figure 18: Access to skilled workers as main constraint by firm size

Source: World Bank Investment Climate Assessment, 2015

Improving human capital is of critical importance for Myanmar. Empirical economic
analysis and development experience firmly establish a close relationship between
the quality and quantity of human capital and the level of economic output (through
labor productivity), as well as between the rate of economic growth (through the
absorption and diffusion of new product and process technologies). Human capital
will be particularly critical to support the following key economic transitions: from
a largely inward to an outward focus, with increasing engagement in regional and
global markets; from an economic model focused on natural resource exploitation
to one focused on the manufacturing and service sectors; and within each sector,
climbing the technological ladder to shift production from a low-skill, cheap labor
model, to higher value-added goods and services.
Services and manufacturing firms are affected the most by the human capital
challenges, with firms citing an inadequately educated workforce as a major
obstacle. Services and manufacturing businesses tend to be more skill intensive,
and therefore find an inadequately skilled workforce to be a major constraint to
creating value. In particular, “among the subsectors, those firms in post and
telecommunications, electrical machinery manufacturing, air transport, motor
vehicle manufacturing, petroleum product manufacturing, supply of electricity,
gas and water, computer related activities, mining of metal ores and chemical
products manufacturing find it more difficult than the average to recruit skilled
workers.” 134 The agriculture, forestry, and fishing sectors also experience
134.Masato Abe and Margit Molnar. 2104. Myanmar Business Survey 2014: Survey Results.
Bangkok: United Nations Economic and Social Commission for Asia and the Pacific
(UN- ESCAP). http://www.unescap.org/sites/default/files/MBS_Survey_Results.pdf
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workforce challenges, but not as acutely, and the sectors reporting the lowest
concerns about workforce skills were extractive industries and traders. The
latter is presumably the case because the extractive and trading sectors usually
can pay a premium for workers and therefore get top candidates.
Figure 19: Inadequately educated workforce as major or severe obstacle
to firm operation by sector135

Younger firms and those trying to expand or launch new products are also
affected deeply by human capital challenges. As the World Bank 2015 Investment
Climate Assessment found, firms that increased employees over the previous
3 years were twice as likely to report inadequately educated employees as
a major constraint. This is typical of any growing economy where growing or
innovative firms need employees with skills that meet industry standards, but
they have difficulty finding and retaining such talent. This can prevent firms
from achieving their desired growth, and prevent some firms from launching or
expanding their operations.
The common constraints cited by firms are “lack of required skills” and “excessive
wage demands of those possessing the skills.” For white collar workers, 54%
of firms say applicants lack the required skills, and 51% say applicants want
higher wages than the firm can offer. For blue collar workers, 43% of firms
say the applicants lack skills, and also want wages that are too high.136 For
unskilled labor, the problem is either too few applicants (22% of firms cite this)
135.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
136.Ibid.
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or applicants lack adequate social and behavioral skills (49% of firms cite this).
In Lao PDR, like Myanmar, there is a combination of lack of skilled workers and
skilled workers who demand wages that are too high—problems that both result
from the extractive industries.
As expected, given Myanmar’s history, the poor education system is the primary
cause of human capital problems. Although public expenditure on education
rose from roughly 0.8% to 2.0% of GDP between FY2011 to FY2015, this is still
about one third the level of spending in Thailand and Viet Nam, and is low by
international standards.137 Over 80% of firms claim that the educational system
does not produce enough workers who have up-to-date knowledge or skills
(both hard and soft skills) of the kind needed in the workplace.
There are three main issues with the education system: (i) a high drop-out rate
from primary to secondary school, (ii) poor instruction, rote learning, and too
much focus on exams and diplomas, resulting in a lack of the analytical, problem
solving, and critical thinking skills necessary for jobs (“hard” and “soft” skills),
and (iii) dropping out of high school which restricts education and vocational
training opportunities.
Figure 20: Percent of employers who agree that the education system
does not produce enough people with

Source: World Bank Investment Climate Assessment, 2015

137. Ibid.
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According to the private sector,138 even individuals that do have a high school
diploma still lack knowledge as well as key competencies (such as critical
thinking, analysis, and problem solving skills) which means that employees are
more difficult to train. Rote learning is one reason for poor learning outcomes,
but another is the practice of switching the language of instruction for uppersecondary science classes from Myanmar (the official language) to English.
Myanmar also has one of the highest average pupil-teacher ratios in Southeast
Asia, at 28.2 for primary school and 34.1 for secondary school—and pupilteacher ratios are even worse in rural areas.
Also, in Myanmar, students lack access to technical and vocational education
and training (TVET) in public schools, and relatively few companies provide
technical training for their employees. Additionally, adult vocational training is
very supply-driven, and the subjects taught are reported to have “no or little
affiliation” with what the labor market demands. TVET for adults is extremely
limited (with only 3.4% of adults ever attending such training), and this is
especially true for the poor and those who live in rural areas.
Firms are often unwilling or able to compensate for the low quality of education
and to address the skills gap. Consistent with other countries, large firms offer
more training, but only 31% do so, which is the smallest percentage by far
when compared to neighboring countries. Employers in the manufacturing and
services sectors express concern that if they invest in workers’ training workers
will demand higher wages or leave for firms that pay more. As such, firms often
decide not to invest in training.

138. Ibid.
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Figure 21: Share of firms in manufacturing that provide training (%)

Source: World Bank Investment Climate Assessment, 2015

Human capital issues are closely linked to other key constraints described in
this paper; in fact, they can often compound other challenges for the private
sector. For example, gaps in trade and investment promotion, combined with
skill gaps can undermine FDI in modern sectors, while domestic firms’ weak
access to finance limits their ability to modernize and expand, including by
investing in on-the-job-training.
The government recognizes the importance of solving this challenge. In 2016,
the NLD listed fostering human capital and improving and expanding vocational
education and training among its 12 economic policy objectives. The National
Skills Standard Authority (NSSA) was established in 2007 in order to improve
the quality and relevance of vocational training, and improve access to it. By
mid-2015, the NSSA had developed skills standards for 155 occupations, of
which 55 have been applied in curriculum development.139
Moving forward, Myanmar will need to improve the overall quality of the
educational system and align skills to market demands—both “what” is being
139.WBG. 2015b. Myanmar - Investment Climate Assessment: Sustaining Reforms in a Time
of Transition. Washington, DC: World Bank.
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taught and “how” it is being taught. However, even with strong government
commitment and steady implementation of fundamental reforms in service
delivery, the impact on skills availability will take years, if not decades, to rectify.

4.6 Inadequate Enabling Environment for Trade and
Investment
Since 2011, Myanmar has made great strides in trade and investment. In fact,
a recent report of the Department of Investment and Company Administration
(DICA) stated that “Trade almost doubled from $18.2 billion in 2011 to $29.2
billion in 2015, and foreign direct investment (FDI) approvals grew from $2
billion to $8 billion over the same period.”140 However, there is still much room
for improvement in order for Myanmar to compete well in the global economy.
The government will need to build institutions, infrastructure, and capacity for
increased domestic and foreign investment, as well as international trade.
Obviously, trade and investment apply across all sectors of the economy, and as
such, there are interrelationships between this constraint and other constraints
mentioned above—from lack of electricity and human capital to problems with
the legal and regulatory environment.
Different industries are at different stages of liberalizing trade and investment.
Mobile phone telecommunications was liberalized in 2013, with two new foreign
competitors entering the market the following year, significantly increasing mobile
phone penetration and Internet access. Mobile broadband penetration in 2013
was only 1.6% spiking to over 70% mid 2017.141 Over 80% of the population
now gets 3G coverage, and urban areas, 4G.142 The oil and gas sector has
also been liberalized and opened for competition with the public auction of offshore and on-shore blocks for exploration. However, other markets remain less
open to competition or market entry such as the banking and financial services
market, and agriculture where land ownership is a challenge.
Recently, a number of changes have been made which make it easier to trade
and invest. For instance, on trade, Myanmar has: (i) developed a National
Export Strategy (NES) and has begun initial efforts to implement it, (ii) reduced
the number of imports subject to licenses, (iii) ended the requirement for
140. MBI. 2016.Myanmar Indicative Private Sector Development Framework and Action Plan
141.Ericsson. June 2017. Ericsson Mobility Report with South East Asia and Oceania
appendix. Stockholm, Sweden. Ericsson.
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most exports to obtain a license, (iv) reformed sea and land customs law and
regulations; and (v) participated in the World Trade Organization (WTO) Trade
Facilitation Agreement and the ASEAN Customs Transit System. Investment
has become easier since the passage of the new Foreign Investment Law and
Myanmar Citizen Investment Law, and is expected to further improve under
the new Myanmar Investment Law passed in October 2016. These changes
have contributed to the strong growth of registered companies from 30,407 in
2010/2011 to 58,789 in 2014/2015 (cumulative), and brought important new
sources of foreign direct investment (FDI), most notably in telecommunications
and banking.143
However, significant constraints still exist, holding back trade and investment.
Over 50% of goods require import licenses, which is still very high compared
to international standards. Customs and trade operations are reported to be
burdensome, carried out manually, and hence slow. The current dual regimes
for foreign and domestic investment and financing are not conducive to
investment in, and operating, a business. For example, domestic companies
cannot borrow from foreign banks, and foreign investors cannot buy into local
firms without government approval and re-registration.
It will be important for Myanmar to continue to connect with and integrate into
regional and global value chains to drive forward inclusive growth. “Myanmar
has restored normal trading relations with most of its major export markets.
Myanmar can also trade with European Union countries under the Generalized
System of Preferences which allows 0% tariff on all imports from Myanmar, except
arms and ammunition. As a result of this improved market access and domestic
reforms, trade and investment have increased and diversified in sectors where
Myanmar has a comparative advantage. As per the National Export Strategy,
the government has been working with the private sector to develop value
chains for key export products as well as nascent trade promotion capacity
and networks.”144
One potential solution is that Myanmar could use international trade
commitments to guide domestic reforms. “Myanmar is a founding member of
the World Trade Organization (WTO), a member of the Association of Southeast
Asian Nations (ASEAN), of ASEAN’s wider free trade agreements (ASEAN+),
and the country has signed 10 investment treaties. As a result of these trade
agreements, Myanmar has lowered tariffs according to ASEAN and ASEAN+
commitments. With the exception of meeting the tariff reduction schedules in
143.MBI. 2016.Myanmar Indicative Private Sector Development Framework and Action Plan
144. Ibid.
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ASEAN and the ASEAN+ free trade agreements (FTAs), Myanmar’s international
trade commitments are largely “best effort” endeavors.145
WTO agreements promote key principles of transparent, rule-based governance
such as regulatory independence, having rules and regulations that are
transparent and “not more burdensome than necessary,” and predictable and
impartial enforcement of rules and regulations. However, Myanmar has not
taken advantage of these principles in developing its regulatory framework.
Without a clear schedule for liberalization guided by treaties, Myanmar’s FDI
liberalization will be ad hoc. ”
While seeking to improve trade and investment, it will be critical to manage
risk and ensure inclusion of all Myanmar’s men and women. Growth has been
strong over the last 5 years, but economic risks exist such as (i) inflation, (ii)
depreciation of the kyat, and (iii) overheating of the property market. All of these
could potentially decrease trade and investment. “Having the capacity to take
early action to sustain macroeconomic stability is a big challenge now that
Myanmar has an increasingly open and integrated economy. For this and other
reasons, data on the economy should be significantly improved so that policy
makers and businesses can make better-informed decisions.”146

145.Ibid.
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5. Implications and Suggested Priority
Actions for Supporting PSD
The primary aim of this report was to describe and diagnose the current structure
of the private sector in Myanmar. However, a natural question after analyzing the
private sector is, “what should be done?” In this brief section, suggested initial
actions are summarized. However, the following prioritized actions should be
reviewed by other key stakeholders, including the private sector, development
partners, and the government—with a goal of seeking to develop consensus
on timing, prioritization, and sequencing of the action plans to best support the
development of the private sector.

5.1 Access to Electricity
Access to electricity is consistently cited as a top constraint by the private sector.
Thus, it will be critical to establish governance and institutions to effectively
oversee and manage the strategic planning of electrification and the growth
of the sector. Experts have suggested starting by creating an appropriate
regulatory framework to support private sector participation, both through PPPs
and through other means. In addition, an independent regulatory body should
be created that promulgates and approves rules and regulations. This should
issue licenses to electricity industry participants, as well as manage other
regulatory functions, including screening and approving power purchasing
agreements and tariff proposals.

5.2 Legal and Regulatory Environment
Constraints stemming from the legal and regulatory environment could be
addressed in the short term by conducting a review of all key private sector
laws, and then focusing on a priority list of laws that most support private sector
development. The current legal environment suffers from a proliferation of
laws, some which unnecessarily add additional complexity and cost without
driving more value. An analysis of which policies could unlock the largest
growth would help to direct government resources toward the highest value
laws and regulations and build confidence in the business community. This
regulatory review should be done in conjunction with the private sector, with
the objective of improving administrative practices and procedures and
reducing the compliance cost and burden on SMEs. For example, developing
reliable government websites that clearly describe licensing requirements,
or mapping the requirements for various sectors through joint public–private
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sector collaboration, could be helpful in reducing the administrative burdens
on businesses.
Restructuring law drafting procedures is another way of addressing issues
that have led to the current legal and regulatory constraints. This could be
done by establishing a dedicated government agency or commission under
the President’s Office or the Union Attorney General’s Office to manage all
law drafting, gathering inputs, vetting, and coordination across government
ministries. This centralized function could (i) develop standard practices for the
end-to-end legislative drafting process, (ii) build human resource skillsets and
specialized legislative knowledge, and (ii) improve the quality of translations
and usage of standardized technical terms for key laws. This agency would
also be well positioned to determine the laws on which immediate focus is
needed, and to prioritize which laws help support private sector development.

5.3 Access to Finance
Lack of access to finance has had a number of negative implications for the
private sector. The inability to secure loans against receivables, inventory, and
equipment severely restricts business growth, especially for SMEs which tend
to own more movable than immovable assets. The reliance on land as collateral
also disproportionately disadvantages women business owners and managers,
as, based on historical Myanmar cultural reasons, women tend to have limited
control of land and other productive assets. Additionally, the lack of formal
financial products reaching rural dwellers and farmers means they have to rely
on more costly moneylenders. The Myanmar Agricultural Bank is not able to
serve the large, mostly rural-based population, and generally, the government
lacks the experience and technical expertise to manage a modern financial
sector.
A crucial step towards increasing banking services to people and enterprises
is increasing the strategic planning for financial sector development, and
adopting a universal policy of transparency in the financial sector. This should
be the top agenda item at the Central Bank of Myanmar (CBM) and the
Financial Regulatory Department (FRD), with regulatory bodies adopting public
information procedures and policies that facilitate open and frequent consultation
with the financial industry. Rapidly expanding the number of accredited and
trained accountants and auditors would help with enforcing existing regulations
on financial reporting, and help to identify additional transparency measures for
financial institutions.
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Another top priority for extending access to finance to multiple sectors, womenled SMEs, and ethnic groups is developing a comprehensive microfinance
sector strategy. A crucial step will be building capacity in the FRD and other
relevant bodies to fully understand MFI operations and the needs of MFI clients.
Also important will be building public awareness of the role microfinance would
play in increasing the geographic reach of the Myanmar financial sector.
Regulations that unnecessarily restrict the outreach and product range of
MFIs should be modified, while promoting the development of an effective
microfinance association that (i) advocates on behalf of the industry, (ii) is
inclusive, (iii) promotes professionalism, and (iv) implements best practices
developed by MFIs globally.
A comprehensive banking sector strategy is needed too that includes the
MFI subsector, and that builds a robust number of local and international
commercial banks. Clear responsibilities should be assigned to the CBM to
steer development of the sector. Liberalization of the banking sector has begun,
and continued well-managed liberalization of the banking sector should happen
through developing regulations for the Financial Institutions Law (FIL) and
Foreign Exchange Management Law (FEML). Developing the human resources
and their skills will be important for (i) strengthening governance; (ii) developing
clear policies, procedures and guidelines; and (iii) vetting bank board members
and senior managers. This can be done through better vocational education
programs for new bank employees, internal trainings for banking sector
employees at the mid-level and senior-level, the creation of training institutes,
and increasing the use staff and advisors with foreign banking experience.

5.4 The State’s Role in Business Enterprise and
Service Delivery
Over recent decades, SOEs have established market dominance that crowds
out private investment and dampens economic growth. The legacy of SOEs
in Myanmar will have ongoing implications for the private sector until a clearly
defined SOE policy outlines the role of the state in the economy, with details
on governance arrangements and commercial principles. The policy should
also address how to manage SOE employee redundancies and their pension
liabilities in an equitable manner, and facilitate private sector participation in
target SOE sectors. A sector-by-sector analysis across the economy is needed
to identify priority areas for SOE reform such as in energy and transport.
PPPs have several implications for helping to address both public sector and
private sector constraints. In the short term, a PPP center should be created
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that is tasked with developing and rolling out a communications plan and
conducting capacity-building training courses. PPP foundational courses
should target both government implementing agencies and the private sector.
Based on a PPP assessment across the economy, pilot programs should be
launched across one or more sectors, using international best practices and
standardized procedures and forms. It will be important to have a lead agency
provide technical assistance to implementing agencies, and develop a PPP
policy to coordinate between intergovernmental implementing agencies and
local governments.
Developing human capital has deep and expansive implications for both
the private and the public sector in preparing younger generations with the
relevant knowledge and skills for evolving industry demands, and for building
capacity across all sectors and government agencies. The new government is
refining and finalizing the draft National Education Strategic Plan (NESP), and is
subsequently launching sector policies and plans that are transparent, cohesive,
and responsive to evolving industry demands. As plans develop, they should
reflect new data from the census, the labor force survey, and other knowledge
sources and research in order to prioritize, sequence, and implement capacity
development dimensions, and ensure adequate budget and resourcing.

5.5 Inadequate Enabling Environment for Trade and
Investment
In terms of the enabling environment for trade and investment, Myanmar has not
historically used international trade commitments to guide domestic reforms.
FDI liberalization has been ad hoc, without a clear schedule based upon
the treaties to which Myanmar has committed. Aligning to international trade
commitments, such as those in the WTO agreements, and using recognized
principles of transparency, rule-based governance, and predictable and
impartial enforcement of rules and regulations, will help Myanmar develop
its business enabling environment, which should unlock future trade and
investment.
Trade and investment are also constrained by the level of bureaucracy and
unnecessarily complex procedures. Myanmar’s dual regimes for foreign and
domestic investments may protect firms in one sector while disadvantaging
firms in others, and prevent local companies from attracting needed foreign
capital and technology. While this is currently changing into one investment
law for both domestic and foreign investors, it will still take time for the full
implementation of the new law.
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Most of the customs and trade operations are performed manually, and are
inefficient due to weak inter-agency coordination and low capacity. Starting a
business is time consuming and costly. Trade could improve by reducing the
high percentage of goods that are subject to import licenses and instituting
transparency, predictability, and consistency across customs and trade
enforcement. Reducing red tape plays a crucial role in business formalization
and means that jobs are created faster, adding value.

5.6 Cross-Cutting Implications
High-level policy coordination and collaboration across the private sector,
development partners, and government agencies are important elements of
successful private sector development. Together, these groups must define
a PSD agenda, subsequently form a PSD policy, and then develop practical
actions and anticipated outcomes. Effective coordination and collaboration
builds mutual trust, credibility, and confidence among all key stakeholders,
and enables faster progress and growth of the private sector. In order to
support action on each of the priority pillars, the Core Advisory Group for the
PSD Framework and Action Plan has developed preliminary priority actions for
coordination mechanisms and public–private dialogue. These are:
•

An inspiring PSD vision, and well-defined economic development goals
and desired outcomes;

•

Understanding of the complementary roles of government and the
private sector;

•

Due consideration of global best practices, principles, and lessons
learned;

•

Appreciation of Myanmar’s country-specific assets and potential drivers
of private sector growth, as well as key challenges and constraints that
need to be addressed;

•

Understanding of the multi-faceted nature of PSD and the significant
cross-cutting relationships across different policy focus areas;

•

Effective institutional mechanisms and processes for policy formulation,
coordination, and implementation; and

•

The political will, leadership and shared mindset of government officials
to engage in dialogue and collaborate with the private sector.147

147.MBI. 2016.Myanmar Indicative Private Sector Development Framework and Action Plan.
p 30.
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Supporting the government and private sector in building human resources
and institutional capacity is crucial. Civil servants at all levels need new skills,
training opportunities, and other human resources support to work effectively
on the PSD agenda, especially given the unprecedented level of change
happening across nearly every area of the business enabling environment in
Myanmar. Equally, the private sector needs support in rapidly developing the
capacity to understand and adjust to a changing regulatory environment, and
what it means to operate in an increasingly market-driven, connected, and
global economy.
Related to the point above is the gap that currently exists between the
government’s ambitious PSD vision and goals, and government staff that
are either new and inexperienced, or overstretched, and in many cases still
following an outdated public sector philosophy and ineffective institutional
mechanisms. Government leaders should recognize that a significant shift
in mindset is needed from direct participation in private enterprise to setting
policy and coordinating with the private sector to effectively respond to market
forces. As the PSD Framework Team has highlighted, “continuing with past
approaches will not close the gap between the government’s aspirations and
the challenges facing both government and the private sector.”148
Another cross-cutting necessity is high quality and modern technology, and
especially ICT, to gather key PSD data and information, analyze it, and share
the results. Government agencies and nation-wide staff need the support of ICT
to communicate effectively and efficiently across agencies, and with the private
sector. Having the right tools available online such as those for registering a
business, applying for permits, and paying tax will help improve transparency,
reduce corruption, and save businesses’ time and money by speeding up
procedures and approvals.
International benchmarking can help make outcomes results-driven and spur
positive competition with regional peers. Using international indicators of
progress such as the World Bank’s Doing Business report or the World Economic
Forum’s Global Competitiveness Index, can highlight reform progress by anchoring
and measuring key performance indicators with globally accepted standards.
International rankings also bring additional credibility as they are not vulnerable
to government manipulation.
An important precondition for successfully developing trade and investment
is political and economic stability. An important part of this is ensuring that
148.Ibid.
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vulnerable groups, and especially women and ethnic groups, get a fair share of
the benefits of trade and investment.
As discussed above, the progress in Myanmar is remarkable, especially given
many decades of military rule, and very difficult economic circumstances. For
anyone who has lived in Yangon or Myanmar’s other major centers, visible
changes in the form of construction sites, roadworks, new residential buildings,
hotels, and thriving businesses are dramatic. The private sector is experiencing
a level of activity not seen in over half a century.
Continued progress, however, requires tackling severe deficits in basic
infrastructure that affect all areas of economic well as social development. This
essential infrastructure includes power, water and sanitation, telecommunications,
logistics, and transport. Years of neglect and underfunding means that it will
take many years, even with strong internal efforts and external financial support,
to bring Myanmar’s infrastructure up to a level where the country can compete
on the global stage.
Finally, there is a sense of urgency that cuts across all areas as a result of the
expectations for this new chapter in Myanmar’s political history. Internally, many
people have struggled and suffered for years in order to see change happen.
As a result, expectations are very high that government will respond quickly and
prioritize areas where capacity is lacking. Equally, since the elections in 2015,
Myanmar’s presence on the world stage has increased. The global media’s
coverage of the peaceful transition to a civilian government, the announcement
and subsequent lifting of US sanctions, pledges of foreign investment and
other development means that many more players are targeting opportunities
in Myanmar. Thus, it is a key cross-cutting challenge to keep the private sector
informed and bring both internal and external stakeholders along on the journey,
while also setting realistic and achievable goals.
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