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Overview of Myanmar’s 
Development Status & 
Challenges
The Government of the Republic of the Union of Myanmar is 
in the midst of democratic transition and, at the same time, 
accelerating its economic reforms to reconnect with the in-
ternational community as the largest country in mainland 
Southeast Asia. After decades of isolation, Myanmar is now 
experiencing impressive growth. Another factor that sparked 
Myanmar’s rapid industrial development was the lifting of 
sanctions from the West, providing Myanmar’s economy with 
an opportunity to quickly integrate into regional and global 
networks.

Myanmar is endowed with abundant natural resources and 
has a comparative advantage of low-cost labor. Moreover, 
Myanmar has great growth potential due to its advantageous 
geographical location. Myanmar is located at the juncture of 
the Association of Southeast Asian Nations (ASEAN) and bor-
ders the world’s most dynamic and fast-growing countries, 
China and India. Ever since the economic liberalization in 
2011, Myanmar has recorded skyrocketing growth. The Gross 
Domestic Product (GDP) grew by an annual 5 – 8 percent, over 
the last five years. With the inauguration of the new demo-
cratic government, further reforms to promote economic de-
velopment are expected.

Despite some impressive progress, Myanmar is still in the 
early stages of industrialization. Rapid industrialization is 
underway, but the industrial base is still weak. Currently, 
around 57 percent, the majority of the total population, is em-
ployed in the agricultural sector. Labor force statistics show 
that Myanmar is still an agrarian economy. Rice is the most 
important product. Other major crops include beans, pulses 
and sesame. Nonetheless, it is important to note that the ag-
ricultural sector has low value-added activities and low labor 
productivity. The primary sector had a 29.5 percent share of 
the total GDP in 2013-14, as demonstrated in Table 1. The in-
dustrial sector took up 32.4 percent during the same fiscal 
year, while the manufacturing sector trailed with a share of 
only 19.9 percent. It is evident that the manufacturing sector 
has grown rapidly up to 2010/11. Since then, however, there 
has been stagnation of growth. 

Recently, Myanmar has recorded a trade deficit. It is especial-
ly apparent since 2012/13, as illustrated in Table 1.2. Trade is 
largely concentrated in the ASEAN regions and not globalized 
yet. Most of Myanmar’s exports are directed at China, India 
and especially Thailand, where over 40 percent of the exports 
go. Currently, the export level is very limited. Myanmar is high-

Table1.1 Sectoral shares in the GDP at current prices (%)

Sectors 2000-01 2005-06 2010-11 2011-12 2012-13 2013-14
Primary
Agriculture
Livestock
Forestry

57.3
48.8

7.9
0.6

46.7
38.4

7.7
0.6

36.8
27.9
8.5
0.4

32.5
24.0

8.1
0.4

30.6
22.1

8.1
0.4

29.5
21.2

8
0.3

Industry
Manufacturing
Construction

9.7
7.2
1.8

17.5
12.8

3.7

26.5
19.9
4.6

31.3
19.7
4.7

32.4
20.1
4.9

32.4
19.9

5.3

Services
Transportation

33.0
5.7

35.8
10.4

36.7
11.5

36.2
11.9

37.0
11.9

38.1
11.9

Source: CSO

Table 1.2 Value of Trade ($ million)

2005-06 2010-11 2012-13 2013-14 2014-15 2015-16 (Apr-Jan)
Exports 3,558.0 8,861.0 8,977.0 11,204.0 12,523.7 8,898.2

Imports 1,984.4 6,412.7 9,068.9 13,759.5 16,633.2 13,737.9

Trade Balance 1,573.6 2,448.3 -91.9 -2,555.5 -4,109.5 -4,839.7

Source: CSO



4

1. OVERVIEw OF MYANMAR’S DEVELOPMENT STATuS & ChALLENGES

ly dependent on exports of natural resources like natural gas 
and agricultural products, a few primary commodities and la-
bor-intensive manufacturing products with low value-added.

The challenges facing Myanmar, on its current industrial 
development path, can be divided into three aspects; 1) in-
dustrial structure, 2) business-enabling components and 3) 
institutional capabilities and governance mechanism within 
the government. 

1. Myanmar’s industrial structure is not diversified. As al-
ready mentioned above, Myanmar’s current industry is 
highly focused on limited sectors such as agriculture, 
natural resources and some labor-intensive manufac-
turing industries. The majority of the manufacturing in-
dustries are labor-intensive, low-technology industries 
engaged in relatively low value-added activities like tex-
tiles/garments. Very little has been invested in the manu-
facturing sector, partly because of import restriction and 
also due to the overall absence of a favorable climate for 
investment. Consequently, Myanmar shows significant 
import dependency in many industrial materials and 
parts. Clearly, Myanmar needs to produce higher-value 
commodities in order to eventually achieve industrial di-
versification in the manufacturing sector, which should 
stimulate long-term economic growth.

 Another aspect of the industrial structure that is hinder-
ing Myanmar’s industrial development is the inefficiency 
of state-owned enterprises (SOEs). Currently, SOEs cover 
a wide range of sectors including extraction of natural re-
sources, power, telecommunications and industry. SOEs 
dominate the industrial sector in Myanmar. Most of them 
are inefficient, poorly managed and have low productiv-
ity. It is crucial to reform the SOEs in Myanmar. In addi-
tion to this, the development of small and medium-sized 
enterprises (SMEs) to complement the current SOEs-cen-
tered industrial structure also poses a big challenge. In 
contrast to the SOEs, the SMEs have a disadvantage in 
terms of receiving government support. 

 Also, there are growing rural-urban disparities in Myan-
mar. There is significant rural poverty and income ine-
quality between urban and rural areas. Rural areas most-
ly rely on agricultural employment with low productivity. 
It is likely that rural communities may become direct sup-
pliers of resources to industrial companies in the urban 
area. So it is equally important for rural communities to 
benefit from economic growth and industrial develop-
ment.

2. Myanmar has a very weak business-enabling infrastruc-
ture because, currently, most of the major supportive 
factors driving industrial development are absent or lim-
ited. Reasons for this are insufficient access to finance, 
poor logistics and electrical power infrastructures, lim-
ited human resources development and a lack of skilled 
workers, etc. These are significant deterrents for industri-
al development in the country and demand appropriate 
policy measures be introduced immediately.

3. A poor institutional policy framework and a non-exist-
ing governance mechanism are also huge challenges 
for industrial development and need to be addressed 
and overcome effectively. Although the government has 
been introducing a series of policies, Myanmar still lacks 
the necessary legal/institutional framework and policy 
mechanism needed to accelerate the growth of indus-
tries. So, industrial policies neither meet the demands of 
businesses nor conform to regional or global standards 
and best practices. Many laws and legislations are obso-
lete, stemming from military regimes. Some have been 
newly drafted, but many have not been enacted yet. For 
example, the current Intellectual Property (IP)-related 
laws are ineffectual and extremely outdated. And the For-
eign Investment Law and the State-Owned Economic En-
terprises Law are still in effect despite the fast-changing 
business environment in Myanmar. Also, due to the frag-
mented administrative structure, there is some complex 
legislation regarding questions of land, with more than 
70 different laws.

 

Table 1.3 Myanmar Exports 1995-2013

Main Exported Goods (hS2) Share of Exports (percent)
1995 2000 2005 2010 2013

Mineral products (most petroleum gas)
Textiles
Vegetables products (most dried legumes)
wood Products
Precious stones, pearls, metals
Animal products (most crustaceans, fish, others)
Rubber and plastic
Footwear and headwear
Metals
Other products

2.3
10.0
29.0
37.0

1.0
15.0
2.9
0.1
0.3
2.5

8.1
53.0
10.0

5.1
0.6

13.0
1.1
1.2
3.1
4.8

49.0
12.0
13.0

7.2
1.2
8.8
1.5
1.2
3.6
2.5

43.0
10.0
19.0
13.0
0.6
7.1

3.2
1.5
0.9
1.7

44.0
12.0
12.0
12.0
10.0
4.0
2.1
1.3
1.2
1.4

Source: Observatory of Economy Complexity (2016) and UN Comtrade



Strategic DirectionS for inDuStrial Development
Summary of inDuStrial Development Strategy 2017

5

MYANMAR

 Moreover, the structure within the government is com-
plex and highly fragmented. There is a lack of effective in-
ter-ministerial coordination over policy issues assigned 
to different ministries. Also, the reality, due to long years 
of military rule and isolation, is that many policy makers 
and government officials simply do not have the relevant 
expertise needed to design and implement industrial 
policies.

In short, although the recent economic growth of Myanmar 
and the government efforts for its economic reforms are im-
pressive, Myanmar is still entrenched in an agro-based econ-
omy. The early stages of industrialization present quite a few 
challenges for industrial development. By successfully ad-
dressing these demanding tasks, Myanmar has the opportu-
nity to transition to a more efficiently industrialized economy. 

Keeping all that in mind, this Myanmar Industrial Develop-
ment Strategy 2017 has been formulated by the United Na-
tions Industrial Development Organization (UNIDO) to provide 
comprehensive and detailed strategy directions and policy 
recommendations in different industrial priority sectors. 
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Myanmar’s  
Development Plans
Since the economic liberalization in 2011, the Government 
has introduced a series of economic reforms and policies 
to promote industrial development with the support of the 
international community. The reforms, combined with the 
below-mentioned plans, show the Government’s strong de-
termination and commitment to accelerate economic devel-
opment towards a democratic market-oriented system. In the 
last years, the Government has formulated some significant 
development plans and set forward national priorities. The 
existing plans include the following:

 → National Comprehensive Development Plan (NCDP)
 → Myanmar Industrial Development Vision (MIDV)
 → National Export Strategy (NES)
 → The Industrial Policy Paper
 → 12-point Economic Policy

National Comprehensive 
Development Plan 
(NCDP)
The NCDP is a comprehensive 20-year vision and a national 
development plan that was formulated after the transition to 
civilian rule. It is intended to guide the strategic direction for 
development until 2030. The NCDP has a goal of establishing 
“Myanmar as a prosperous nation, integrated in the global 
community.” There are two strategic long-term goals. First, 
to build a growing, diversified and sustainable economy. The 
report emphasizes the significance of implementing de-con-
centration and de-centralization processes to achieve com-
parative advantages. Second, it’s objective is to ensure and 
promote inclusive growth and human-centered development. 
The long-term goals are supported by a framework of seven 
strategic thrusts (ST) as illustrated below: 

ST1. Strengthening Public Institutions & Governance

ST2. Creating and Enabling an Environment &  
a Strong Enterprise Base

ST3. Expanding Domestic & Global Connectivity and 
Economic Integration

ST4. Fostering Internationally Competitive Sectors & 
Industries

ST5. Developing Local Economic Potential &  
Reducing Regional Disparities

ST6. Promoting human Development

ST7. Safeguarding the Environment & Resource Base

Understandably, most of these strategies are closely linked 
to promoting the industrialization of Myanmar. ST1 encour-
ages updating the legislative base and regulatory framework 
and developing the public sector institutional capacity and 
necessary reform of SOEs. ST2 is also tied to this, as it empha-
sizes strengthening FDI systems, increasing access to capital 
for productive enterprises & projects and developing private 
sector capabilities. ST3 emphasizes linking national and in-
ternational connectivity and facilitating trade. ST4 is directly 
tied to stimulating industrial development by encouraging 
diversifying & upgrading production; adding value to primary 
goods exports; strengthening domestic SME export poten-
tials; establishing production links & enterprises clustering; 
supporting domestic innovation and green technologies. ST5 
promotes industrial growth through regional & state develop-
ment and the build-up of cross border economic zones. Final-
ly, ST7 is related to sustainable environmental management 
in the industrialization process.

The implementation of the NCDP is divided into a set of four 
Five-Year Plans until 2030/31. 

The First Five-Year Plan focused on reforms undertaken by the 
government and the realization of “quick win” initiatives. 

The second Five-Year Plan of 2016/17-2020/21 has two key 
objectives, which are (1) encouraging the private sector-led 
industrial development and (2) promoting value-added prod-
ucts. During the second Five-Year Plan, the main efforts will 
concentrate on agriculture modernization to boost regional 
and states development through comparative advantage. 
Also, the development of first level processing of primary 
goods and labor-intensive industry would add value to prima-
ry goods exports and foster competitiveness. 

The goal of the third Five-Year Plan during 2021/22-2025/26 
will be 1) promoting export-oriented products and 2) develop-
ing medium-technology industries. 

Finally, the fourth Five-Year Plan during 2026/27-2030/31 will 
focus on 1) accessing the regional production network and 
global value-chain and 2) introducing new high-technology 
industries.
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Myanmar Industrial 
Development Vision 
(MIDV)
The MIDV has two main objectives: (1) to elaborate projection 
of Myanmar’s staged industrial development that simultane-
ously achieves geographically balanced development, “Ur-
ban-Rural Synergy,” and sustainable economic growth and 
(2) to clarify priority industrial policies to be implemented for 
the next five years. Furthermore, this vision stresses the im-
portance of increasing international competitiveness and es-
tablishing a stable macroeconomic base. Some of the priority 
industrial policies highlighted in the MIDV are: improving in-
frastructure and connectivity to boost industrial development 
and improving institutions to create efficient business envi-
ronments. Finally, the MIDV will concentrate on upgrading hu-
man resources and realizing high-value added in agriculture, 
fishery and forestry industries. 

The National Export 
Strategy (NES)
The vision of the NES is to achieve “sustainable export-led 
growth and prosperity for emerging Myanmar.” The NES 
highlights the importance of export development to acceler-
ate economic activity and industrialization. A coherent short-
term trade strategy is presented and the NES is composed of 
seven priority sector analysis and four cross-sector functional 
strategies. The seven priority sectors are: 1) rice, 2) beans, 
pulses and oilseeds, 3) fisheries, 4) textiles and garments, 
5) forestry productions, 6) rubber and 7) tourism. The four 
cross-sector strategies aimed at strengthening the business 
environment are 1) trade facilitation and logistics, 2) quality 
management, 3) access to finance and 4) trade information 
and promotion.

The Industrial  
Policy Paper
The Industrial Policy Paper was formulated by the Myanmar 
Ministry of Industry, in August 2015. The paper emphasizes 
Myanmar’s vision, missions and plans for industrial develop-
ment. The goal of the State is “to establish a new peaceful 
and modern developed democratic nation” and the objective 
of this Industrial Policy Paper is to “establish a new modern 
industrial nation.” The Paper examines the structural chal-
lenges and potentials of Myanmar. The overarching goal of 
this report is to show the need to transform Myanmar’s in-
dustrial structure from an agricultural country to an industrial 
country. The Industrial Policy Paper is very important in many 
ways, because it offers the Government’s view and direction 
for Myanmar’s industrial development. The Industrial Policy 
Paper molds Myanmar’s future without delivering specific im-
plementable policies and Action Plans.

12-Point Economic Policy
The most recently released 12-point economic policy of the 
new government emphasizes how vital it is to develop a mar-
ket-oriented system and put national reconciliation as its top 
priority. The Government expressed commitment to financial 
sector reform in order to create an attractive international 
business environment. This translates into opportunities of 
greater regional cooperation and bigger growth potentials. 
Also, the government aims to reform SOEs and support SMEs 
to improve the ease of doing business in Myanmar. Emphasis 
is on supporting competition to create a vibrant private sec-
tor. Furthermore, the government prioritizes the development 
of an effective basic infrastructure including transportation 
and access to electricity. Through modernization and devel-
opment of the agriculture sector, Myanmar expects to pro-
mote inclusive growth, bolster industrial and service sectors 
and, ultimately, increase exports.

2. MYANMAR’S DEVELOPMENT PLANS
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Vision & Objectives for 
Myanmar’s Industrial 
Development
In order to promote and accelerate inclusive and sustaina-
ble industrial development, the vision is to “establish a new 
modern industrialized nation.” More specifically, Myanmar is 
encouraged to build a share of the industrial sector up to 40 
percent of the GDP by 2030/31, in which the manufacturing 
sector should reach approximately 27- 28 percent.

The following objectives are recommended to promote “In-
clusive and Sustainable Industrial Development (ISID)” in 
Myanmar:

 → Successful industrial diversification and upgrading 
based on both agriculture modernization and higher 
value-addition & introduction of new technology in 
manufacturing industries

 → Promotion of gradual integration into regional 
production network and global value-chain

 → Realization of balanced development between SOEs and 
SMEs/private sectors as well as SOEs’ high efficiency

 → Development of high-skilled human resources and 
creation of more employment opportunities with quality 
jobs through industrialization 

 → Reduction of rural poverty and disparities between rural 
and urban areas by promoting industrial production 
with value-addition by rural areas
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Strategic Directions for 
Myanmar’s Industrial 
Development for  
the Next Five Years
The strategic directions and policy priorities for industrial 
development need to be set up, taking into careful consider-
ation Myanmar’s industrial development objectives, as well 
as, resource availability, potential, feasibility, urgency, etc. 
in the country. In general, given the limited capabilities that 
developing countries will inevitably face in the process of in-
dustrialization, the strategy of selection and concentration is 
an absolute must.  As mentioned already, the National Com-
prehensive Development Plan (NCDP) of Myanmar has spec-
ified key development goals for every five years, with short-
term goals to be applied from 2016/17 to 2020/21, in order to 
encourage the private sector led-industrial development and 
to promote value-added products. With this goal and the in-
dustrial development objectives suggested in this Industrial 
Development Strategy 2017 taken into account, the strategic 
directions for the short-term period need to be well defined. 
In other words, the Government is encouraged to formulate 
more strategic development directions, focused and feasible 
policies to achieve successful industrial development within 
the next five years. This Industrial Development Strategy puts 
forward, in two sectors at large, the cross-sector industrial 
policies and the short-term priority industries proposed by 
the Ministry of Industry of Myanmar.

1. Cross-Cutting  
Policy Sectors
Direction One
The top priority should be to ensure a business-enabling en-
vironment so that companies can expand their businesses 
and navigate the complicated context in Myanmar more ef-
ficiently, the emphasis being on financing, infrastructure, tax 
and procedure relief, and foreign direct investment issues. 
This can be done by:

a) Creating easier access to finance: It is of paramount im-
portance to continuously reform the financial sector to 
more effectively support industrial development, espe-
cially SMEs. 

 This could be realized through 1) introducing  non-collat-
eralized loans, 2) establishing an institutional and legal 
framework to ease companies’ financial burden need-
ed for investment in machinery and equipment such as 
passing  a “Law for Leasing and Hire-Purchase Contracts” 
and inviting foreign export credit agencies (ECA), 3) pro-
viding financial products innovation through a set of 
suitable financial services required by companies at any 
stage of industrial development, from an idea to growing 
production in a high-tech environment, and 4) offering 
non-discriminatory access of local companies to finan-
cial products. Collaboration and technical assistance 
from international development partners are highly rec-
ommended in financial reforms.

b) Exploring development potentials of infrastructure for 
industrial use: Every infrastructural component in Myan-
mar such as roads, railways, waterways and sources of 
energy remains largely underdeveloped despite its po-
tentials. Currently, Myanmar has very complex and highly 
fragmented policy governance without effective coordi-
nation mechanisms between ministries. 

 To begin with, the government needs to strengthen the 
inter-ministerial coordination mechanism. It can do this 
by establishing an independent coordination body with 
the mandate of determining infrastructural priorities and 
defining required standards for the construction and 
maintenance of the infrastructure. 

 Then, it needs to build excellent networks in the infra-
structural sub-sectors for industrial use with the focus 
on short-term solutions. Let us take the energy infrastruc-
ture as an example, here a short-term solution would be 
to formulate a plan for immediate action to rehabilitate 
and upgrade existing generation capacity and to accel-
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erate the development of non-controversial sources of 
renewable energy (e.g. small-scale hydropower plant, 
solar-powered facilities). As for the roads, it would be 
wise to prioritize the upgrade of rather long sections, 
in a topographically uncomplicated terrain, that can be 
realized within a tight budget and time-frame to ensure 
a smoother flow of traffic. In executing infrastructure 
projects, rather than defining one particular model of a 
private-public partnership (PPP), the government should 
decide, on a project-by-project basis, how to engage the 
private sector in an optimal way. In general, competitive 
tendering processes and an internationally advised for-
mulation of a PPP comprehensive framework is required.

c) Accelerating tax reform and procedure relief: The Gov-
ernment should maintain a tax reform policy as an inte-
gral part of a business-enabling environment. 

 First, the creation of a tax system conforming to interna-
tional standards is most important. For this, the sugges-
tion is to replace the current commercial tax with the val-
ue-added tax system. For corporate or business income 
taxes, rational income-based tax allowances need to be 
offered to encourage the formalization of companies. At 
the same time, a progressive income tax system needs to 
be introduced to ensure sustainable fiscal incomes. 

 Second, an improvement of special tax regimes is re-
quired. In order to improve the current incentive schemes 
mainly focused on Foreign Direct Investment (FDI) and 
Special Economic Zones (SEZs), a more favorable tax 
structure should be designed, regardless of the location 
(outside the SEZ) so that SMEs can enjoy general incen-
tives through helpful new tax benefits. 

 Third, highly complex and time-consuming procedures 
need to be immediately streamlined. The creation of 
“One-Stop Services” is encouraged to support business 
startups and new investments. This center must have the 
authority to approve different permits or directly liaise 
with the responsible government institutions for approv-
als of other issues that need to be followed up.

d) Improving the business environment for Foreign Direct 
Investment (FDI): The Government should draft an at-
tractive policy allowing foreign investment in all sectors 
without any ceiling limit or insistence on local partners, 
except a restrictive list of strategic sectors for national 
security concerns. And, the Government should estab-
lish a more rational governance scheme in approving 
investment projects, by gradually moving from a system 
based on discretionary powers by the Myanmar Invest-
ment Commission (MIC) to one founded on clear and 
transparent criteria. 

 On top of this, it would be good to enhance incentive 
schemes for FDI, in order to host foreign firms’ branches 
or representative offices for Southeast Asia in Myanmar 
and promote R&D activities. In addition, there is an ur-

gent need to establish an Alternative Dispute Resolution 
(ADR) system, complying with the internationally accept-
ed principles, and to set up a separate regulatory frame-
work to resolve Investor-State disputes, as confidence 
building measures for foreign investors.

Direction Two 
The second priority should be to develop human resources 
and upgrade technology, as this is integral in directly enhanc-
ing industrial competitiveness and productivity. This can be 
done by:

a) Developing skilled human resources: Low-level training 
provided by public institutions is currently prevalent in 
Myanmar. Completion rates of secondary and tertiary ed-
ucation are low. This has led to a significant mismatch 
between workforce demand and supply, with a big short-
age in skilled and semi-skilled labor. 

 The first step is for Government to increase the current 
very low budgetary spending in public education (of only 
0.8 percent of the Gross Domestic Product (GDP) in 2011) 
and look into the possibilities of establishing a human 
resource development fund based on e.g. natural re-
source revenues. 

 The second step involves strengthening overall human 
resource development initiatives as feasible approach-
es to meet industry’s demands. In this regard, the Gov-
ernment can consider introducing policies to encourage 
private investment in education, internationalization, 
modernization and specialization. In particular, a strong 
reform to update the respective educational sub-sec-
tors is crucial. In higher education, new programs/syl-
labus are required and an adjustment of the enrolment 
quota in universities for the industries, where demand 
of skilled human resource is growing in the foreseeable 
future. Since the current training level is generally low-
er than required by industry, TVET (Technical and Voca-
tional Education and Training) should be upgraded and 
customized. For this, the Government may establish a 
central body under the Ministry of Education to enhance 
the cooperation of ministries, identify skills gaps in the 
industry and develop frameworks for curricula compris-
ing the needed skills.

b) Establishing a strong base for facilitating research & de-
velopment and innovation: There is an urgent need to ad-
dress the “lack of technology,” recognized as one of the 
biggest obstacles facing manufacturers in Myanmar. The 
Government should promote national R&D and innova-
tion initiatives for industrial development by establish-
ing a “National Committee for Technology Development 
and Innovation”. 

4. STRATEGIC DIRECTIONS FOR MYANMAR’S  
INDuSTRIAL DEVELOPMENT FOR ThE NExT FIVE YEARS
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 On top of this, the Government can set up R&D programs 
and incentive schemes for product development and 
quality control, targeted at the priority industry sectors. It 
is necessary to build up the institutional infrastructures 
for systematic advancements in science and technology, 
such as the National Technology Development Institute, 
the National Productivity Center and the National Center 
for Technological Innovation. In terms of promoting 
open innovation to ensure cooperation among indus-
try, university and research institutes and international 
partners, it would be a good idea to organize a regular 
technology consulting fair to actually help explore co-
operation opportunities. As intellectual property rights 
(IPR) protection is an important component in encourag-
ing technology transfer and innovation, the enactment 
of a law for the protection of patents and copyrights is 
required.

Direction Three
The third priority should be to take strategic steps to expand 
the market in order to facilitate the integration of Myanmar’s 
economy into the global markets beyond the current in-
tra-ASEAN oriented trade tendency. 

Initially, one could establish an export-friendly business en-
vironment 1) by increasing the presence of foreign banks and 
insurance companies in the country in order to expand the 
base of the financial services for trade; 2) by releasing trade 
licenses and eliminating export tax; and 3) by developing an 
e-custom platform. Then, one would need to build up the ca-
pacity of international trade operations for enterprises and 
entrepreneurs. And, in terms of improving the institution-
al capabilities in export promotion, the creation of a Trade 
Promotion Agency should be a priority. Finally, the govern-
ment should enhance support for enterprises in exploring 
new markets beyond the neighbors. It is important to have 
stronger trade promotion activities, including promoting the 
value of “Made in Myanmar” through the creation of a fund. 
This fund should subsidize the cost of exhibiting goods man-
ufactured in Myanmar. Conformity to international standards 
is also crucial in the current context of Myanmar, hence, the 
government should make it obligatory for domestic manu-
facturers to comply with international standards and laws 
on standards that the government is currently developing. To 
support this, the Government needs to establish testing and 
certification laboratories in major industrial areas.

Direction Four
And last but not least, the fourth priority, in line with the de-
velopment goal of private sector led-industrial development, 
is implementing a privatization policy to reform the SOEs in 
Myanmar that are mostly not profitable in spite of the bet-
ter business environment that SOEs enjoy over private en-

terprises. The “Privatization Commission” as an independ-
ent institution needs to be established to exhibit a political 
commitment of the government for undertaking reforms. The 
Commission should conduct objective evaluations for the 
feasibility of all SOEs and identify restructuring possibilities. 
To facilitate this, an inter-ministerial technical body under 
the Commission needs to be set up. It should look into all 
issues related to legal, financial and operational aspects, as 
well as come up with a process for restructuring of the SOEs. 
Privatization is primarily aimed at eliminating any incentives 
that insulate the SOEs from the impact of poor performance. 
However, successful privatization of SOEs requires fiscal and 
other incentives for the initial period of its operation includ-
ing a tax holiday for a fixed period (e.g. for five years), se-
cured access to finances, tariff relaxations over technology 
imports in the form of capital equipment and spare parts, 
simplification of legal requirements and incentives for work-
force restructuring.

2. Short-Term Priority 
Industries
The following ten industries were selected as short-term pri-
ority industries by the Ministry of Industry of Myanmar.

1) Textile & Garment Industry; 
2) Food Processing & Packaging Industry; 
3) Plastic Processing Industry; 
4) Construction Materials Industry; 
5) Labor Intensive CMP Industry; 
6) Machine, Tools & Parts Industry; 
7) Chemical Industry; 
8) Tire & Rubber Industry; 
9) Pulp, Paper & Paper Products Industry; 
10) Pharmaceutical Industry 

Considering the development strategy and policy for the ten 
short-term priority industries, some common strategic de-
mands in many of the industries were identified. The most 
representative overarching strategy recommendations sug-
gested in the Industrial Development Strategy are for exam-
ple; value & supply chain improvement, cluster formation, 
capacity building for human capital, technology upgrade, 
consolidation of SOEs, import substitution, compliance to 
international standards & norms and environmental sustain-
ability.

a) Value & supply chain improvement: The current low 
value-adding oriented development status needs to be 
transformed towards a higher local value-addition and 
a greater supply chain in the respective industries. This 
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could be realized through investments in more diversi-
fied sub-sectors within specific industries, development 
of parts & materials and the creation of strong forward 
and backward linkages. 

b) Cluster formation: The Government is urged to establish 
cluster-based industrial parks, as an effective, inclusive 
and sustainable industrial development strategy. This 
will undoubtedly create synergy and increase productiv-
ity on the road to development. Given the high impor-
tance of cluster-based industrial development on a coun-
trywide scale, the following aspects are to be elaborated 
on to further clarify concept and approach: 1) industrial 
focus areas and locations, 2) reducing national dispari-
ties and increasing trans-national cooperation, 3) private 
sector integration in the establishment of industrial clus-
ter parks, 4) inclusive and sustainable industrial devel-
opment and 5) transformation of the current industrial 
structure.

c) Capacity building for human capital: As mentioned in 
the section on “Strategic Directions in Cross-Sector In-
dustrial Policy,” capacity building initiatives need to be 
undertaken straightaway, through education and TVET, 
to meet the specific demands of the workforce capacity 
from the respective industries.

d) Technology upgrade: In view of developing high quali-
ty products, enhancing production efficiency and even-
tually moving up the value chain, a technology upgrade 
is an essential strategy for most industries. Based on an 
assessment of national capabilities and practical needs, 
introducing new technologies into the priority industries 
needs to be undertaken by the Government, enterprises, 
universities and research institutions.

e) Consolidation of SOEs: In some priority industries, the 
consolidation of SOEs through privatization or strategic 
alliance needs to be promoted as a development strate-
gy. In this context, it would be beneficial to start restruc-
turing SOEs in those sectors that can improve efficiencies 
once a balanced and transparent disinvestment policy is 
arranged at a national level.

f) Import substitution: Given the current broad imports of 
manufactured products, especially in parts and compo-
nents, resulting from the weak manufacturing competi-
tiveness of Myanmar, the Government should promote 
import substitution by setting up specific targets for local 
contents and incentivize it with diverse policy tools such 
as fiscal incentives, tariff barriers or import quotas.    

g) Compliance to international standards and norms: As 
a fundamental base for local industries to successfully 
explore foreign markets as well as compete with foreign 
companies in domestic markets, compliance with inter-
national quality standards and norms is a must. Above 
all, respective quality assurance systems for the indus-
tries where quality is a key issue need to be clearly de-

signed. This should include standards on the quality of 
materials, component design and technology used.   

   
h) Environmental sustainability: Given the inadequate 

environmental management practices in Myanmar, it is 
necessary to ensure environmental sustainability in the 
industries that pose a threat to the environment. To ef-
fectively address this issue, it would be prudent to; es-
tablish a specific governmental entity responsible for the 
approval and monitoring of environmental impact as-
sessment process; enhance environmental regulations; 
raise awareness of key stakeholders on the possible en-
vironmental impact; and open the lines of communica-
tion between local communities and investors to prevent 
conflicts.

Taking this into account, the development strategy for the 
priority industries can be applied to some groups based on 
the industrial development objectives of Myanmar as well as 
strength and potentials of the respective industries.

1. To begin with, as emphasized in the National Compre-
hensive Development Plan (NCDP), the Government 
needs to develop first level processing industries of pri-
mary goods to add value, which includes the food pro-
cessing & packaging industry and the plastic processing 
industry.

 In order to secure Myanmar’s competitive advantage in 
agro-related industry, the priority should concentrate on 
all three stages of the value chain, namely (i) Upstream 
Stage (increasing the agricultural production and diver-
sifying into high return products) (ii) Midstream Stage 
(upgrading food processing capabilities) and (iii) Down-
stream Stage (developing food packaging technology, 
lowering logistics cost, and improving market extension 
and support systems). Thus, the development target will 
focus on production, diversification and value addition 
with the vision of “Increase Output, Move-Up the Value 
Chain & Diversify Portfolio.’’

 To fulfil this vision, the following development strategies 
are suggested: 

 The expansion of institutional contract farming to in-
crease the overall farm output and productivity can be 
a sound development strategy. For this strategy to work 
there needs to be a legal framework and governance 
scheme for contract farming, i.e., a proactive contract 
farming policy and a law for enforcement and dispute 
resolution of contracts. The strategy of the cluster for-
mation for secondary and tertiary processing, and com-
plementing packaging sector would be applicable. The 
Government is urged to enact a Special Purpose Vehicle 
(SPV) to implement the basic operational framework for 
cultivating an agro-processing cluster zone, where sec-
ondary and tertiary processing facilities could be devel-
oped for value addition. Also, setting up a Technology In-
cubation Center (TIC) for the packaging sector, could lead 
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to a transformation of the nascent packaging sector into 
a sophisticated technology driven sector in Myanmar.

 The development target in the plastic processing indus-
try will focus on improving competitiveness of local plas-
tic production by taking the strategy of creating strong 
forward and backward linkages, and promoting tech-
nology upgrade. To implement the strategy of creating 
strong linkages in the supply chain, a coordination body 
between the demanding industries (e.g. agro-industry) 
and the plastic industry could be established that fa-
cilitates the sharing of knowledge about the expected 
quantity and quality requirements on the demands of 
new products. Also, providing incentives, in the form of 
commercial tax cuts, to industries using regional plastic 
products can be a useful policy option for stimulating lo-
cal plastic production.

2. The labor-intensive industries that can benefit from the 
comparative advantage of low-cost labor also need to be 
advanced towards creating high added value and mov-
ing up the value chain. The textile & garment industry 
and the labor intensive CMP (cut-make-pack) industry 
are the ones this applies to in Myanmar. 

 The textile & garment industry in Myanmar aims to pro-
duce high quality and value-added products in an ethical 
and sustainable manner. In order to reform the garment 
sector into a socially and environmentally sustainable 
and inclusive growth industry, the following develop-
ment strategies should be considered: 

 One, there is a need to drive strategic initiatives to 
ensure responsible growth and modernization of the 
overall garment sector; by providing full support to the 
implementation of the 10-Year Garment Sector Develop-
ment Strategy through allocating ministerial support to 
the Garment Project Management Unit; by undertaking 
capacity building initiatives to enhance productivity; and 
by establishing dedicated industrial parks for garment 
factories, etc. 

 Two, strong garment supply sub-sectors and domestic 
value chains need to be developed; by promoting verti-
cal integration of value-added production areas to move 
from CMP to FOB production; by establishing a large-
scale textile cluster park in Central Myanmar ensuring 
environmentally sustainable textile production; and by 
supporting the emergence of national fashion brands 
and specialized brands through the academic and pro-
fessional training of fashion designers.

 Besides the textile & garment industry, labor intensive 
CMP industries such as light manufacturing industries 
and cottages industries are also expected to have poten-
tial for development in Myanmar. This will contribute to 
absorbing a significant workforce. The light manufactur-
ing industries should prioritize key sectors that already 
have the necessary prerequisites: production of wooden 

components and the production of footwear. As a core 
strategy, it is important to take into account the entire 
value chain for the promising sub-sectors. So the Gov-
ernment should try to attract and tailor the supplying 
industries (upstream) according to the actual labor-in-
tensive production step by exempting them from taxes 
and duties on inputs. And, the cottage industries are to 
be made more competitive as international small-scale 
industries for the production of cultural and traditional 
artifacts and products of traditional livelihoods. A first 
step can be to enhance the overall sector structure be-
cause only parts of Myanmar’s handicraft producers are 
organized in the Myanmar Arts and Craft Association. 
Then, the Government should set up particular training 
courses suited to the needs of companies and independ-
ent producers to generate technological and managerial 
skills. Also, it is important to increase the share of val-
ue-added production through processing of available 
natural resources and materials (jade, gold, etc.).

3. Resource-intensive industries such as the rubber & tire 
industry and pulp, paper & paper products industry can 
be significantly developed if the respective challenges 
are overcome successfully. 

 In the rubber industry, the improvement of value chain 
capabilities should be the number one goal. Warehouse 
centers should be established in strategic locations, 
promoting respect for technical norms and quality cer-
tificates. The warehouses will facilitate the supply chain 
and the trade mechanisms. Besides, the assessment 
of the product’s quality and classification according to 
norms and market demands will also be possible at the 
warehouse. Such an infrastructure could be built through 
private-public partnership (PPP) models, whereby the 
government provides land while the private investors 
build the warehouse centers. 

 Another strategy is to promote sector transformation 
and scale-up in rubber plantation by introducing a col-
laborative production system. In this system, scattered 
micro-producers will be organized as “one collaborative 
enterprise” that aims to increase the economies of scale 
and productivity, as well as to achieve quality standards. 
The Government should enact a new law recognizing the 
“Collaborative Enterprises” as a type of private company, 
owned by the same micro-producers, selling their goods 
to the collaborative enterprises.

 In the pulp, paper and paper products industry, despite 
the availability of the raw materials, there is an unstable 
supply of pulp and recycled waste paper which prevents 
a stable production environment. Thus, along with the 
privatization of SOEs of this industry, it is essential to 
ensure a stable supply of materials for production. To 
begin with, the expansion of tree plantations and pulp 
plants should be promoted. This calls for an evaluation 
of the current and future demand for pulp. Then, incen-
tives should be offered for investments in the two SOEs 
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in Tharbaung and Yeni, which suffer from frequent stand-
stills in pulp mills. Privatization of SOEs will allow a more 
stable supply of pulp for paper production. And, as re-
cycled waste paper reduces harm to the environment, 
the Government should promote the increased use of 
recycled paper through local programs to improve re-
cycling practices. Funding should be allocated for local 
programs to collect waste papers from households. On 
top of this, as sector specific needs, some environmental 
regulations to control disposing wastewaters by paper 
enterprises need to be enhanced.

4. An import substitution strategy needs to be adopted in 
the machinery industry and chemical industry. SOEs in 
both sectors should be privatized or consolidated. To-
gether with this strategy, the Government is urged to pro-
mote and provide incentives to the local value-addition 
of the motorcycle and agricultural machinery industry as 
well as the chemical industry. Increasing local value-ad-
dition can be stimulated through programs, which may 
include specific targets for components of import sub-
stitution. For instance, in the case of the motorcycle and 
agricultural machinery industries, the current status is to 
assemble CKD vehicles where most of the parts are im-
ported. Then, the target for local content can be estab-
lished to ensure increasing local value addition. Eventu-
ally, one can expand the local production of components 
including engines. In the chemical sector, it is necessary 
to review the policies for extending incentives for import 
substitution to attain a critical mass by erecting tariff 
barriers or quotas on certain imported commodities and 
granting re-imbursement of tax, then setting up a local 
industry to produce these goods. In addition, consider-
ing that tariffs on finished product are lower than those 
on raw materials in the chemical sector, the current tariff 
policy should be reviewed to eliminate any inverted tariff 
structure in the chemical sector. The Government needs 
to raise tariffs selectively on basic chemicals, agrochemi-
cals and industrial chemicals to remove any price advan-
tage enjoyed by imported chemicals. 

5. Ultimately, it would be good to develop traditionally 
competitive industries, like the natural medicine sector, 
with a cluster approach. Myanmar has indigenous knowl-
edge and heritage accumulated through studies on bo-
tanical resources. It has specialized institutions devoted 
to research & education. And they are already exporting 
natural medicine products. To promote industrialization 
and commercialization of natural medicines, resources 
should be invested in specialized universities and re-
search centers devoted to natural medicines and a phar-
maceutical cluster should be established. The cluster 
could be formed under a private-public partnership, with 
the collaboration of the stakeholders: private enterprises 
and their associations, universities, and the central and 
local authorities. Moreover, one would need to enhance 
human capital, especially in pharmaceutical engineering 
and natural medicines. Currently, pharmaceutical en-
gineers cannot be educated in Myanmar due to the ab-
sence of such programs. Consequently, universities must 
update and introduce a program for pharmaceutical en-
gineers. And, it is necessary to provide capacity building 
programs concentrated on generating skills and knowl-
edge to deliver natural medicines on an industrial scale.
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Development Strategy & 
Policy Recommendations  
for Industrial Priority 
Sectors

1. Cross-Sector Industrial Policy

1.1. Human Resource 
Development
 

Current Status & Key Issues 

As demands for high-skilled and well-trained human resourc-
es are generally high and increasing in the process of industri-
alization, substantial improvement of the education sector is 
required to accomplish Myanmar’s vision of an industrialized 
state. Myanmar’s education system is still underdeveloped 
in terms of the physical infrastructure available for teaching 
as well as applied teaching methodology that mostly has not 
changed or developed over the past decades. Thus, the need 
for specialized training, in addition to high-quality education, 
is offset by low-level training provided by public institutions 
that is currently the rule in the country. Completion rates of 
secondary and tertiary education are low. Public expenditure 
on education in Myanmar has remained low with the country 
spending only 0.8 percent of GDP in 2011. Moreover, funds 
are concentrated on primary education, which takes up over 
half of the education budget, leaving 24 percent and 19 per-
cent for the secondary and tertiary levels, respectively. 

A study, conducted by McKinsey in 2013, revealed a signifi-
cant mismatch between workforce demand and supply due to 
the low level of qualification of the available workers. There 
was also a big shortage in skilled and semi-skilled labor sup-
ply, while low-skilled labor was being oversupplied. 

Various issues were identified in the public and private edu-
cation, and vocational training system: In the education sys-
tem in general, 1) insufficient spending and outdated teach-
ing methods in public education system led to the low quality 
of teaching; 2) most of the diplomas and degrees awarded 
from private sector were still not officially recognized by gov-
ernment or industry; and 3) current vocational training was 
mostly related to basic skill developments and did not meet 
industrial demand. 

Therefore, some changes are required: 1) employable skills 
and interdisciplinary studies need to be provided for stu-
dents to enter the labor market. In technical and vocational 
education and training, 2) Myanmar needs a nationwide sys-
tem defining standards and a basic framework.

Policy Directions & Recommendations

First, it is necessary to develop the present education system 
in Myanmar to correspond to the demands for improvement 
of educational institutions. In order to effectively address the 
requirements of educational institutions, which may range 
from expansion of school buildings to the need for additional 
teaching aids, the Government is urged to increase budget-
ary spending in public education by establishing a human 
resource development fund based on e.g. natural resource 
revenues. At the same time, the Government should also look 
into meaningful solutions for educational improvements, in-
dependent of the governmental budget or available at mini-
mal costs, such as online and other media education.
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Second, overall human resource development initiatives 
need to be strengthened by promoting private investment, 
internationalization, modernization and specialization to 
unleash industrial development. An assessment of future 
demands for skilled human resource in the priority industry 
sectors should be an initial step. Based on the results of the 
assessment, respective feasible approaches to meet the de-
mands of the industry need to be arranged and implemented. 

The Government is urged to invite and facilitate the private 
sector to engage in education related service and investment 
and undertake the following measures; 1) Propose educa-
tion-related investments with a robust framework for quality 
assurance and standardization in terms of government-rec-
ognized degrees; 2) design a national framework for require-
ments and standard procedures for internship (or appren-
ticeship) programs; 3) organize guest lectures by company 
executives or technical experts at universities; and 4) provide 
obligatory vocational training programs supported by em-
ployers for employees, which might be encouraged through 
tax cuts to cover parts of the training costs for internally and 
externally arranged courses.  Also worth considering is at-
tracting international expertise by integrating the foreign ex-
perts, academics, teachers, professors and researchers into 
the education sector. 

The following measures to enhance the inclusion of inter-
national best practices in human resources development as 
well as industrialization should be considered; 1) including 
foreign expert volunteers (e.g. retired persons) in advisory 
and teaching roles; 2) establishing mutually beneficial ac-
ademic exchange programs for students and professors, as 
wells as scholarships; and 3) designing modern curriculum 
according to international standards. A strong reform to mod-
ernize the respective educational sub-sectors is crucial. In 
higher education, new education programs/syllabus should 
be introduced and enrollment quota in universities adjusted 
for the industries where increased demand for skilled human 
resources is foreseen in the future. Moreover, establishing a 
National Polytechnic University that can offer online teaching 
courses is also a viable option. It is vital to upgrade and cus-
tomize training programs in the field of TVET (Technical and 
Vocational Education and Training). The current level of TVET 
is generally lower than required by industry. The Government 
could establish a central body under the umbrella of the 
Ministry of Education to enhance the cooperation of various 
ministries focusing on education, with the goal of identifying 
gaps in skills and developing a framework for curricula com-
prising the skills industry demands.

1.2. Development of  
Technology & Innovations

Current Status & Key Issues 

According to the Technology and Innovation Index as part of 
the Global Competitiveness Report 2014-15, the values of My-
anmar’s “Technological Readiness” and “Innovation Poten-
tial” are very low, although the Government has been aiming 
to extend the national capacity in scientific research and in-
troduce modern production technologies. In most indicators, 
Myanmar ranks as one of the lowest among 144 countries, 
coming in last place in “availability of latest technologies” 
and “firm-level technology absorption”. Myanmar Business 
Survey conducted by OECD-UNESCAP-UMFCCI in 2014 recon-
firms this deficit. “Lack of technology” is recognized as the 
second biggest obstacle faced by manufacturers in Myanmar. 
Key issues in R&D sector can be largely identified in two as-
pects. In regard to policy and governance, the Government’s 
R&D policy objectives and priorities are not clear enough to 
connect with national development plans and strategies. 
Public R&D resources are spread thin without any inter-in-
stitutional or inter-ministerial linkages and synergies (weak 
efficiency and fragmentation). And, it appears that Myan-
mar lacks a legal framework to effectively protect intellectu-
al property rights and has no policy mechanism to promote 
technology transfer. In view of R&D resource constraints, 
Government R&D expenditure in Myanmar is very low with 
only 0.042 percent of the GDP in FY 2012-13. According to the 
above survey almost 56 percent of companies do not invest 
to innovation at all.

Policy Directions & Recommendations

To begin with, it is necessary for the Government to promote 
national R&D and innovation initiatives for industrial devel-
opment. To ensure systematic R&D policy at national level, 
explore research synergies and align industrial R&D activi-
ties, a “National Committee for Technology Development and 
Innovation” needs to be established under the Ministry of Ed-
ucation and other related ministries. On top of this, the Gov-
ernment should set up R&D programs and incentive schemes 
for product development and quality control targeting the 
priority industry sectors. For the sake of promoting R&D in-
vestment of private sectors, the government may consider a 
regulation for mandatory spending of, for example, at least 
2percent of the annual turnover on R&D by large enterprises. 
In addition, direct and indirect incentives for private R&D and 
innovation investment may be granted through legal means 
like tax deductions, duty exemptions on imported research 
materials, etc. In terms of the implementation modality of 
R&D programs as well as basic principle for the innovation 
activities of the economic bodies, open innovation to ensure 
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cooperation among industry, university and research insti-
tute along with international parties should be pursued from 
the earliest stage. Organizing a regular technology consult-
ing fair to actually help explore cooperation opportunities is 
an example of a platform for open innovation. As intellectual 
property rights (IPR) protection is an important component in 
encouraging technology transfer and innovation. The enact-
ment of a law for the protection of patents and copyrights is 
required.

Furthermore, it is necessary to build up the institutional in-
frastructures for a systematic advancement in science and 
technology such as the National Technology Development 
Institute, the National Productivity Center and the National 
Center for Technological Innovation. As a research-focused 
institution in Myanmar, the National Technology Develop-
ment Institute may centralize expertise, and provide R&D as-
sistance to effectively support the structural transformation 
of Myanmar to an industrialized state. The National Produc-
tivity Center could continuously improve value creation in 
all sectors of the economy, whose mandates are to identify 
fundamental problems, negative practices and inefficiencies 
that affect productivity and international competiveness of 
Myanmar. It could initiate fundamental change for productiv-
ity enhancement. In conjunction with activities of the Nation-
al Productivity Center, the National Center for Technological 
Innovation could conduct technological benchmark studies 
and a non-targeted “Innovation Scan” as well as a targeted 
“Innovation Hunt”. In addition, it could, among other things, 
promote frugal innovations, provide one-stop service for in-
novation and diffuse technology and innovation.

1.3. Financing Policy 

Current Status & Key Issues 

The Government of Myanmar has shown valuable commit-
ment to the development of SMEs including the creation of 
access to debt financing. The Government has also imple-
mented a comprehensive set of reform measures to stabilize 
and liberalize the financial sector. Only recently, the Central 
Bank of Myanmar (CBM) has made the transition from a dual 
exchange rate system for the Myanmar Kyat (MMK) to a cur-
rency float. However, the financial sector is not able to effec-
tively support industrial companies. From supply perspec-
tives, banks and non-bank financial institutions are not in the 
position to offer a sufficiently large portfolio of well-defined 
products to address the need of companies in Myanmar. This 
insufficient access to finance is a central obstacle articulated 
particularly by SMEs. On the demand side, industrial finance 
is not systematically oriented towards supporting the natural 
growth process of micro enterprises to small-scale industries 
and beyond. Also, Myanmar companies have a disadvantage, 
compared to foreign-invested companies in Myanmar, when 

it comes to access to finance. Companies seeking debt-fi-
nance in Myanmar face the standard loan terms including 
obligatory collateral, limited loan maturity (1 year) and inter-
est rates set by the CBM without taking into account market 
realities, the inflation rate or the risk for default associated by 
the respective loan.

Policy Directions & Recommendations

First, financial sector reforms should be continued so as to 
more effectively support industrial development. Adverse 
restrictions on the financial sector need to be lifted immedi-
ately to unleash economic growth. In particular, there is an ur-
gent need to introduce the concept of non-collateralized lend-
ing. And the legal framework for “Leasing and Hire-Purchase 
Contracts” for industrial machine and equipment purchases 
will open up important new opportunities. The Government 
is also advised to invite foreign export credit agencies (ECA) 
to extend government-insured foreign currency finance in the 
case of the import of machinery and equipment for industrial 
purposes under a leasing agreement.

Second, financial products innovation is necessary for indus-
trial growth through modernization and internationalization. 
A set of suitable financial services required by companies at 
any stage of industrial development should be defined and 
delivered, in collaboration with development partners active 
in the financial sector. Financial services are to support the 
road to development – from an idea to production in a high-
tech environment. This should enable project financing, mod-
ernization and expansion, promoting trade and improving 
day-to-day business operations. Furthermore, given the fact 
that the scope of unavailable financial products to local com-
panies is still significant (e.g. syndicated loans offered by for-
eign bank branches in Myanmar), non-discriminatory access 
of local companies to financial products should be provided. 
Meanwhile, severe deficits of the insurance sector need to 
be addressed particularly for foreign companies entering the 
market in Myanmar.

Third, it is crucial to strengthen financial administration in 
the private and financial sector. The lack of a credit bureau, 
recording a client’s credit history in Myanmar, is a principal 
reason why the risk-averse financial sector only awards fully 
collateral-backed loans. In this sense, a credit bureau and a 
credit registrar need to be established to allow financial in-
stitutions to engage in risk management. At the same time, 
membership organizations in the industrial field (i.e. Myan-
mar Industries Association, UMFCCI) or certified private ser-
vice providers should offer high-quality courses to enhance 
the private sector capacity in financial accounting and busi-
ness planning.
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1.4. Infrastructure 
Development Policy 

Current Status & Key Issues 

It is clear that every infrastructural component in Myanmar 
such as roads, railways, waterways and power is facing a 
challenging situation. The energy infrastructure is still under-
developed in terms of generation of power, transmission and 
distribution.  In 2013, electricity consumption was only 156 
kWh per-capita compared to Viet Nam with 1,285 kWh and 
Malaysia with 4,345 kWh. In industrial zones, electric power 
is not supplied to companies uninterruptedly. The quality of a 
majority of the highways is inferior. Certain roads are season-
ally impassable. Logistics costs are high due to frequent toll 
gates. Despite promising initiatives, the potential of the rail-
way system for facilitating industrial growth in Myanmar has 
not been sufficiently explored. Feasibility studies for trans-
national railway linkages have been conducted, but none of 
the respective transnational connectivity projects have been 
launched as of yet. The possible role of domestic waterways 
as part of the national logistics infrastructure for industrial 
growth remains largely unexplored, despite the potential to 
bridge important gaps. The current focus on only one port 
location with significance in international trade needs to 
be shifted to a system of multiple ports closely integrated 
into domestic logistics networks. In general, infrastructures 
in industrial zones do not meet all the needs of the tenant 
companies. The establishment of the SEZ in Thilawa, Dawei 
and Kyaukphyu demonstrates the effort of the Government 
of Myanmar to create a business-enabling environment to at-
tract investment. Currently, Myanmar has very complex and 
highly fragmented policy governance in this field, but there 
are no specific effective coordination mechanisms between 
ministries to assure the timely and appropriate provision of 
infrastructure to companies and industrial zones.

Policy Directions & Recommendations

First, it is necessary to build excellent networks in the in-
frastructural sub-sectors for a strong industrial sector in 
Myanmar. In the energy infrastructure, as a short-term solu-
tion to rapidly growing electricity demand, the Organization 
advises the government formulate a plan for immediate ac-
tion to rehabilitate/upgrade existing generation capacity and 
to accelerate the development of non-controversial power 
sources (e.g. small-scale hydropower plant, solar-powered 
facilities). As a long term solution to guaranteeing a sufficient 
and reliable supply of electricity, the government should inte-
grate the existing comprehensive power development plans 
from development partners such as ADB, World Bank Group 
etc. Based on the resulting map of the energy requirements 
throughout the country, the government should create a long-

term new “National Power Plan” corresponding to the target-
ed scenario of industrial growth in Myanmar. This plan should 
explicitly include possible and suggested locations for in-
vestments into the energy infrastructure. It should determine 
the desired energy mix and comprise a clear timeline, as well 
as a streamlined process for achieving full electrification of 
Myanmar by 2030. In the roads sector, in terms of harness-
ing the potential of Myanmar’s road infrastructure through 
“quick wins,” the priority should be to upgrade rather long 
road sections in topographically uncomplicated terrain. This 
can be accomplished within a comparatively tight budget 
and timeframe and greatly help to improve the flow of traffic. 
The upgrade of structures requiring complicated engineering 
work (e.g. bridge construction, construction in mountainous 
terrain) is to be undertaken at a later stage. 

The Government is advised to develop a priority list with 
road improvement projects in line with an industrial and 
trade development plan; to set a clear and reliable timeline 
serving industrial investors. As for the railway network, the 
best possible options for establishing a well-developed rail-
way network in Myanmar should be explored to facilitate the 
flow of cargo for industrial use. Moreover, given that the me-
ter spacing of the rails being currently used in Myanmar is 
incompatible with the standard gauge used in China as well 
as the broad gauge in India, the Government is also urged to 
establish a system with multiple gauges that would allow car-
go trains to pass Myanmar. This would significantly move for-
ward the realization of concepts of UNESCAP for a Trans-Asian 
Railway System. For the waterways, the government needs to 
develop inland channels, ports and coastal shipping as axes 
of transportation. Cargo traffic volumes along the major river 
systems of Ayeyarwaddy River and Chindwin River currently 
still remain unexplored. There is also a lack of river ports with 
cargo handling facilities. Establishing new freight routes via 
the river systems and along the coastal routes would allow in-
creased connectivity of the industrial locations Pathein, Pyay, 
Pakokku, Mandalay, Monywa, Kalewa and Mawlamyine, and 
expand to international ports in the future.

In executing infrastructure projects, rather than defining one 
particular model of PPP, the Government has to make deci-
sions on a project-by-project basis. They must find an optimal 
way to engage the private sector. In general, competitive ten-
dering processes and an internationally advised formulation 
of a PPP comprehensive framework is required.

Second, Myanmar’s infrastructure is to be managed and gov-
erned in the best possible way through efficient governance, 
market-based pricing and intermodal transport. To begin 
with, the Government needs to strengthen the inter-minis-
terial coordination mechanism by establishing an independ-
ent coordination body with the mandate of determining in-
frastructural priorities and defining required standards for 
the construction and maintenance of the infrastructure. This 
body may include permanent members from different minis-
tries along with temporarily participating representatives of 
the private sector such as logistics companies, distributors 
and manufacturers. Then what is needed, is to provide in-
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frastructural services at appropriate prices reflecting market 
conditions. In infrastructural sectors, prices for the use of ser-
vices are currently fixed by the government at a comparatively 
low rate. Technical assistance should be provided to differ-
ent line ministries in charge of infrastructural sub-sectors to 
offer guidance in determining an ideal pricing structure that 
balances affordable service provision and covers needed in-
vestments for modernization. And finally, containerization, to 
allow intermodal transport, needs to be encouraged in Myan-
mar. The lack of standard containers in Myanmar hampers the 
introduction of intermodal transport on a larger scale. Techni-
cal assistance in terms of capacity building should be provid-
ed to relevant private sector stakeholders in order to promote 
the use of standard containers on a countrywide scale. Ulti-
mately, it is pertinent to establish research and central data 
collection in the field of logistics. Technical assistance should 
be provided to the Ministry of Transport or UMFCCI so that the 
different datasets can merge into one database, and infra-
structural bottlenecks can be avoided. It is also important to 
determine the logistics costs along major economic corridors 
and synergies between different modes of transport.

1.5. Market Expansion 
Policy 

Current Status & Key Issues 

Myanmar has a greater share in intra-ASEAN trade than with 
the rest of the world. Its commerce with other ASEAN members 
accounts for around 50 percent of total exports and around 40 
percent of its total imports. In previous years, Myanmar has 
rapidly increased its integration into the global markets. The 
trade growth is impressive, as exports rose about 65percent 
and its imports about 298 percent from 2009 to 2014. How-
ever, the trade deficit has grown as well since 2012. The most 
significant challenge facing current commerce in Myanmar is a 
weak financial system and insurance services for trade. Pres-
ently, there is no government structure to provide export credit, 
insurance and guarantees. In addition, quite a few trade barri-
ers also restrict the expansion of Myanmar’s exports. 

The first concern is export procedures; they are highly complex 
and require various documentations that take a long time. 

The second concern is export tax. Myanmar carried out ex-
port tax reforms in 2011. At the moment, the commercial tax is 
levied on the exports of five commodities to preserve natural 
resources. However, it is still regarded as a counterproductive 
policy in market expansion. In addition, a cess is collected by 
Customs on four products. 

The third concern is export prohibition and licensing. Exports 
of some products (arms and ammunition; pornographic arti-

cles; antiques; all kinds of narcotic drugs and psychotropic 
substances; crude oil; and raw logs) are prohibited by law. In 
2013, export license requirements were completely removed 
from 152 goods. For others goods, exporters must apply for an 
export license. The time required to obtain a permit depends 
on the type of commodity, but in general it is a very restrictive 
and time consuming process.

Policy Directions & Recommendations

First, it is necessary to establish an export-friendly business 
environment. The presence of foreign banks and insurance 
companies in the country must be increased in order to ex-
pand the base of financial services for foreign trade. This 
implies offering more flexible regulations and opening the 
market to private investments specialized in supporting in-
ternational banking operations. And trade license and export 
tax need to be released, so that the cost of doing business can 
be reduced. Myanmar is categorized as a cash-based country, 
which greatly hampers the efficiency of customs operations. 
For this reason, it is necessary to reinforce the development 
of an e-custom platform.

Second, capacity building for enterprises and improvement 
of institutional capabilities to promote export are needed. 
The Government is urged to set up a training system including 
an on-line training program for enterprises and entrepreneurs 
in international trade operations. 

Some of the training areas should focus on 1) export mech-
anisms, incoterms, customs and shipping procedures, 2) fi-
nancial and insurance services for international trade and 3) 
technical norms and certifications. And in terms of improving 
the institutional capabilities in export promotion, the crea-
tion of a Trade Promotion Agency should be a priority.

Third, the Government needs to increase support of enter-
prises exploring new markets beyond its neighboring states. 
There should be stronger trade promotion activities that in-
clude providing the necessary advice and information to 
stakeholders. One way is to promote the value of “Made in 
Myanmar” by creating a fund. This fund should support and 
subsidize the cost of exhibiting goods manufactured in My-
anmar. Compliance to international standards is also crucial 
in the current context of Myanmar. The adoption of interna-
tionally recognized standards, quality management system, 
certification and testing are big challenges for businesses in 
Myanmar. Currently, Myanmar has very weak key elements 
of a national quality infrastructure from legal metrology to 
standards and regulations to certifications. 

Thus, the Government should make it obligatory to comply 
with international standards for domestic manufacturers in 
regard to the law on standards that the Government is now 
developing. To support this, the Government needs to es-
tablish testing and certification laboratories in major indus-
trial areas. The National Standards Council, expected to be 
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created by the Government, should recommend innovative 
schemes for the manufacturing sector to conform to adopted 
international standards. The Government is also encouraged 
to partially reimburse the expenses for ISO quality assurance 
certification by domestic manufacturing units.

1.6. Tax & Procedure 
Relief Policy 

Current Status & Key Issues 

Tax revenues in Myanmar come from three main sources: 
commercial tax, income taxes (converging two sources: cor-
porations and individuals) and tariffs, stamp duties and the 
lottery among others. Currently, Myanmar’s tax revenue is 
largely dependent on commercial tax (39 percent) and in-
come tax (36percent). Tax reform is an on-going process that 
is expected to continue in the forthcoming years. The most re-
cent tax reforms took place in 2015, where tax harmonization 
between resident and foreign companies took place. One of 
the main problems facing Myanmar is the commercial tax that 
is applied to any type of commercial activities in Myanmar. It 
does not represent a Value Added Tax and the VAT is absent 
in the current tax regime. This, of coupe, is not in sync with 
international standards and best practices. Commercial tax 
is applied at a standard rate of 5 percent. However, there are 
some higher commercial tax rates that range from 8 percent 
to 50 percent for some goods. Income tax covers corporate 
and individual taxes with 25 percent of the applied standard 
rate for all companies. 

Recently, there have been new modifications in reducing 
the discriminatory income tax rates between the resident 
and non-resident taxpayers. This is a huge progress since 
the tax rate for non-resident used to be around 40percent. 
In Myanmar, the investors in the SEZ (Special Economic 
Zones) can obtain strong tax cuts and reliefs. Also, there are 
exemptions and reliefs on import taxation. Foreign Invest-
ment Law is another cross-sector law that aims to promote 
foreign investments within the State by granting cuts or relief 
from taxes to investors. In 2015, Myanmar had the lowest tax 
revenue-to-GDP ratio, among ASEAN countries, with only 8.2 
percent. Now, the Ministry of Finance and Revenue (MoFR) 
has set a target for achieving a 10 percent tax-to-GDP ratio 
by 2018. As for procedure regulations, there are some major 
regulations that hinder industrial development in Myanmar, 
especially investment activities and access to property. Pro-
cedures for industrial investment are complex due to the frag-
mented administrative structure. Access to property is one 
of the most complex legislations with more than 70 different 
laws. Despite the various initiatives to streamline business 
registration and procedures including One-Stop-Shop under 
Directorate of Investment & Company Administration (DICA), 

the current system remains cumbersome and multi-layered, 
with investors needing multiple contacts with different minis-
tries and local authorities.

Policy Directions & Recommendations

First, there needs to be a tax system coherent with interna-
tional standards to ensure a more adequate and transparent 
tax environment for industrial operations. In this sense, the 
current commercial tax could be replaced with a value-added 
tax system and export taxes eliminated. In addition, corpo-
rate or business income taxes should encourage the formal-
ization of companies with rational tax allowances linked to 
the income generated to reduce the large shadow economy of 
Myanmar. At the same time, this should ensure sustainable 
fiscal incomes with the introduction of a progressive income 
tax system corresponding to the turnover size of the compa-
nies, as has been adopted by many advanced economies.

Second, an improvement of special tax regimes is required 
to support industrial development. In order to improve the 
current special tax schemes, mainly focused on Foreign Direct 
Investment (FDI) and Special Economic Zones (SEZs), the Or-
ganizations advises designing a more favorable tax structure 
regardless of the location (outside the SEZ). The SMEs can en-
joy general incentives through the introduction of appropriate 
tax incentives directly linked to industrial development. These 
incentives can be categorized as the following tax benefits: 
Tax allowances on pre-operative expenses, special regimes for 
accelerating depreciation of assets, tax incentives on R&D and 
innovation and tax incentives for investment in strategic infra-
structures for industrial development. And meanwhile, given 
the fact that Myanmar’s economy and the Government’s fiscal 
revenues are highly dependent on non-renewable resources, 
we recommend levying a special tax on non-renewable re-
sources to support industrial development. A portion of the 
income from the special taxes can be transferred to create an 
“Industrial Development Fund”, which can be used to support 
industrial diversification of the country. 

Third, procedures need to be improved to support industri-
al investments. With regard to the operation of the current 
one-stop-shop, DICA will require a widespread decentraliza-
tion drive along with an extensive reduction of paperwork. In 
this sense, the one-stop-shop needs to have the authority to 
approve different permits or directly liaise with the respon-
sible government institutions for approvals of other issues 
that need to be followed up. Also, some relevant procedures 
should be outsourced by the business association to save 
time, reduce coordination costs and bring them closer to the 
enterprises. The Government may also consider introducing 
a law of “Administrative Silence” or “Tacit Acceptance Pro-
cedure” to industrial investment projects. The enactment of 
this law will make it possible to automatically consider the re-
quest as positive after an indicated maximum period of time 
if the authority has not yet delivered acceptance or observed 
the permit request.
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1.7. Foreign Direct  
Investment Policy

Current Status & Key Issues 

As of Oct 2013, Myanmar approved an FDI of $43,902 million. 
Oil and gas, energy (hydroelectric dams) and mining account-
ed for 83 percent of the FDI. Manufacturing and services sec-
tors have, so far, received very little investment, partly because 
of import restrictions in key markets such as the US or EU, but 
also because of the overall absence of a favorable investment 
climate. China, Thailand, Hong Kong and Republic of Korea 
have dominated the foreign investment approvals in Myanmar. 
Together with Hong Kong, Chinese firms represent 61 percent 
of the realized investment or almost half of the total approved 
investment. Up until 2009, the FDI inflows into Myanmar were 
less than $1 billion. In 2010, Myanmar experienced a sharp 
surge, when the FDI inflow breached the $2 billion mark. Since 
2010, the FDI inflows have had repeated sharp drops and surg-
es with $1 billion in 2014. There are immediate challenges for 
Myanmar’s FDI policy in the aspects of macro-level business 
environment and operational environment. 

At a macro-level business level, Myanmar faces enormous 
challenges in terms of attracting foreign investments, which 
include i) weak public institutions; ii) narrow economic struc-
ture; iii) inadequate connectivity of transportation and tele-
communication; iv) under-developed private sector; v) lack of 
skilled human resources; and vi) little access to credit. 

The operational environment should be improved by address-
ing major issues such as the complex and opaque regulatory 
framework on FDI, restrictions on foreign investment and in-
adequate protection of intellectual property rights (IPR). The 
needs to be protection against expropriation and a non-dis-
crimination principle in place. In particular, regarding the reg-
ulatory framework, the enactment of the Foreign Investment 
Law in 2012 marked a milestone towards a more open and se-
cure legal environment for investment. However, the law still 
left many questions unanswered, most notably with respect 
to investor protection and the criteria for admitting foreign 
investors. The mechanisms for enforcing contracts and prop-
erty rights and for settling disputes remain weak. In addition, 
the current regulatory framework is complex with half a dozen 
laws regulating the entry of investors depending on the sector 
and location of the investment and on whether or not the in-
vestor is foreign. The approval process is equally complicated 
and not very transparent. Moreover, the associated rules list 
extensive sectors in which foreign investment is either pro-
hibited or restricted.

Policy Directions & Recommendations
First, it is vital to upgrade the legal and institutional frame-
work for foreign investment. A new “Regulatory Commission” 
should be entrusted with the responsibility of charting the 
roadmap for legislative reforms. It will not only recommend 
the repeal of antiquated laws, but also advise the govern-
ment on enacting new laws to establish an attractive and se-
cure business environment for foreign investments. And, as it 
seems the process of screening of investment projects is ex-
posed to significant preferences by government entities, the 
government needs to gradually move from a system based on 
discretionary powers by the Myanmar Investment Commis-
sion (MIC) to one based on clear and transparent criteria for 
approval of investment projects. It will require restructuring 
the existing systems and decentralizing procedures, while 
increasing efforts to strengthen the capacity and legitimacy 
of the MIC. On top of this, the Government must draft an at-
tractive new investment law that complies with the national 
treatment principle. It should allow foreign investment in all 
sectors without any ceiling limit or insistence on local part-
ners, except for a list of strategic sectors that are restricted for 
national security reasons. 

Second, the Government should reform other complement-
ing policies for investment as well as enhance incentives for 
foreign investors. 

To begin with, there should be a coherent non-discriminato-
ry mechanism for granting land ownership rights to foreign 
investors, for example, granting long term leases, i.e., a free 
hold lease of 99 years. And the existing policy for granting 
public land has a variety of zoning restrictions and minimum 
acreage ceiling limits on foreign investment, which could di-
rect the flow of foreign investment. These restrictions should 
be eliminated or must be applied to all parties without dis-
crimination. 

Then, foreign investments need to be protected against ex-
propriation. Myanmar’s current legislation is silent on the 
issue of administrative and judicial recourse for investors if 
their properties have been seized. It is crucial to improve and 
clarify the rules for expropriation and compensation. Three, 
incentives for foreign investment need to be enhanced in or-
der to make Myanmar an attractive destination for FDI. One 
of the major strategies adopted to generate investment was 
based around SEZs. However, SEZs alone are not an appropri-
ate substitute for improving the general investment climate. 

Some specific incentives for foreign companies need to be 
introduced: a) currently, there is a tax holiday of five years 
for foreign companies registered under Myanmar Investment 
Law – a definite incentive for foreign investors. However, 
there is no clarity on the tax regime for the post-tax holiday 
period, which seems to be quite unpredictable in the present 
regime. To make it more transparent and appealing to inves-
tors, foreign firms that establish their Southeast Asian branch 
or representative office in Myanmar should be entitled to re-
ceive a 10 percent corporate income tax on net profits after 
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the tax holiday period; b) at present there is a provision of 25 
percent tax on royalties collected by foreign firms in Myan-
mar, which is considerably higher than its immediate neigh-
bor Thailand (15%). Therefore, it is recommended that a 10 
percent rate of tax on royalties received from its affiliates may 
be set to promote technology-driven industrialization; and c) 
to make it more attractive for investment in R&D, an initial 
25 percent allowance for immovable property acquired by the 
foreign company should be offered if the company carries out 
R&D activities on the premises. In fact, the latest incentive for 
attracting FDI in Thailand in specific and AEC in general also 
include some of the above stated measures. 

Third, the government needs to ensure access to justice 
and alternative dispute resolution for investors. Companies 
undertaking business in Myanmar are not yet permitted to 
conclude arbitration agreements for potential disputes aris-
ing out of their business activities to be submitted before an 
arbitral tribunal held outside of Myanmar. Even though the 
Alternative Dispute Resolution (ADR) system is recognised 
at many levels, the framework is still not in place in Myan-
mar. There is an urgent need to establish an ADR system that 
complies with the internationally accepted principles. And it 
is also necessary to set up a separate regulatory framework, 
maybe under arbitration law, to resolve dispute between 
investors and the state, as a measure to build up the confi-
dence of foreign investors.

1.8. Privatization & 
Restructuring Policy 

Current Status & Key Issues 

After Myanmar’s tryst with democracy, the private sector is 
now permitted to enter into a number of industries. But SOEs 
are still the major contributors to the GDP. Although SOEs typ-
ically enjoy lower cost structures and better public services 
than private enterprises (e.g. preferential land allocation, dis-
counted utility prices, a stable electricity supply, soft loans 
from development banks and quick licensing), the majority 
of SOEs are not profitable but drain on scarce government re-
sources. This deficit structures strongly suggests that many 
SOEs require reforms. This might include restructuring, man-
agement changes, capacity building and the adoption of cor-
poratization strategies. The past government in Myanmar was 
seriously committed to carrying out the SOE reforms, includ-
ing corporatization and in some cases privatization. More 
than 700 SOEs have been privatized since the late 1990s. All 
in all, presently, there are only 44 SOEs. However, the remain-
ing SOEs are still very large and cover a wide range of sectors 
including extraction of natural resources (almost half of total 
SOE activity), energy, telecommunications and industry. 

Privatization of the SOEs has been one of the Thein Sein gov-
ernment’s top priorities, but its implementation was incon-
sistent. Every part of the government was actively engaged 
in privatization activities, but individual stakeholders did it 
their own way. No common policies or procedures existed. 
Therefore, the key challenges of privatization of SOEs revolve 
around the weak state capacity, i.e., the capacity of the gov-
ernment to formulate and implement sound policies. 

Besides, some of global observations on challenges in SOE 
sector reform are equally relevant to the challenges faced by 
Myanmar: 1) Interest groups have been resisting changes in 
the status quo. Politicians are always struggling with com-
mercial/economic decisions and political cost; 2) Myanmar 
still needs to create a ‘level playing field’, a balanced legal 
and institutional framework for good corporate governance 
and an effective and efficient monitoring and evaluation sys-
tem for the SOEs.

Policy Directions & Recommendations

First, it is necessary to establish an independent institution 
for the privatization of SOEs. The “Privatization Commission” 
needs to be set up as a corporate body under the act of par-
liament to exhibit political commitment of the government for 
undertaking reforms. The law should spell out clearly its role 
and responsibilities. After the Commission’s objective eval-
uation for the feasibility of all SOEs, each identified SOE for 
restructuring shall have an independent mode and process 
of restructuring in legal, financial and operational aspects. To 
facilitate this, an inter-ministerial technical body under the 
Commission needs to be formed to look into all these issues 
and prescribe the process of restructuring of the SOE.

Second, the Government needs to provide an economic en-
vironment conducive to obtaining desired gains from the 
privatization of SOEs. To begin with, SOEs operations should 
adhere to Competition Law. Then, the Companies Act of 1914 
needs to be revamped. Private businesses today operate un-
der the Companies Act of 1914 in Myanmar, which is currently 
in the process of being rewritten so as to be relevant in the 
21st century. It should allow the SOEs to engage in fair com-
petition with private players. 

The Government also should attempt to incorporate interna-
tionally accepted principles of corporate governance within 
the new Companies Act. Ultimately, even though privatization 
is primarily aimed at eliminating any incentives that insulate 
the SOEs from the impact of poor performance, successful 
privatization of SOEs requires fiscal and other incentives for 
the initial period of its operation. This includes a tax holiday 
for a fixed period (e.g. for five years), secured access to fi-
nance, tariff relaxations over technology imports in the form 
of capital equipment and spare parts, simplification of legal 
requirements and incentives for workforce restructuring.
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1.9. Land Policy 

Current Status & Key Issues 

All land in Myanmar is owned by the State and, with the ex-
ception of some freehold titles mainly in urban areas, the 
remaining land parcels in the country (except forest land, 
grazing land, land held in cantonment and monasteries) are 
rented out to individuals and companies through grants, 
leases or licenses. This gives the State considerable leverage 
over how land is used, who uses it and for how long it is used. 
The legal framework for land in Myanmar, comprised mainly 
of at least 73 laws that overlap, is conflicting and does not 
refer to preceding laws. As the Myanmar economy continued 
to pursue the path of liberalization, within the established 
legal and regulatory environment, it became clear that the 
current legal framework was unable, in its present form, to 
adequately protect the full spectrum of land-related rights of 
citizens, businesses and communities. Poor records and an-
tiquated regulations resulted in the vagueness of land own-
ership rights, which made it hard for businesses to identify 
adequate building sites. 

In determining the comprehensive position of law on the spe-
cific question of land governance, the following laws, in par-
ticular, are of central relevance: The Farmland Law (2012), The 
Management of Vacant, Fallow and Virgin Land Act (2012), 
The Special Economic Zone Law (2014), The Foreign Invest-
ment Law (2012), and The Yangon City and Mandalay City De-
velopment Laws. The Special Economic Zone Law addresses 
the question of land acquisition, places the burden on ‘devel-
opers’ and ‘investors’ to transfer and pay compensation costs 
associated with land-based investments. The Foreign Invest-
ment Law explicitly addresses land questions in several of its 
key clauses.

Policy Directions & Recommendations

First, the Government should ensure efficient land admin-
istration and regulated land markets. It is very important to 
legally protect land tenure. In this sense, a framework that 
allows households or individuals to obtain and possess se-
cure rights to the land has obvious benefits. Some of these 
are: enhanced investment incentives, reduced potential for 
conflict and the use of land as collateral. The establishment 
of such a framework requires legal recognition of land ten-
ure rights; institutional reforms including setting up an inde-
pendent body for monitoring land-related public institutions 
to ensure transparency and efficiency in land administration 
system; and incentive structure to manage conflicts over land. 
It is also necessary to increase access to land and land use. 
Great emphasis should be placed on mechanisms to trans-
fer land in ways that eases the burden on the buyer. In the 
land sales market, as most restrictions on land sales tend to 

undercut tenure security and investment incentives, we rec-
ommend that all land related measures be weighed carefully, 
taking into account not only the conceptual justifications of 
the regulation, but also the ability to enforce the law and the 
costs of compliance. For the land rental market, the govern-
ment can encourage a more open and competitive rental mar-
ket by; educating people about types of rental contracts and 
the obligations they involve; reducing the cost of establishing 
rental contracts through standardized contracts; and making 
information on rental prices more widely available to poten-
tial tenants. Ultimately, land-related fiscal policy for efficient 
land administration needs to be introduced. Greater reliance 
on fiscal instruments such as fees and taxes or tradable per-
mits can help reduce the difficulties involved in monitoring 
and supervision of land administration and management.

Second, it is necessary to continue and enhance land re-
forms. Most importantly, adoption of appropriate land-use 
regulations is crucial for land reforms. The new 2012 laws 
have been criticized for failing to resolve weaknesses of out-
dated regulations in previous legislations and for not ade-
quately protecting all land users. Therefore, zoning and other 
land use regulations that promote relevant land uses should 
be supported by careful assessments of the nature and dis-
tribution of costs and benefits, the local conditions, and the 
implementation capacity available.

Third, it is important to establish a land acquisition and a 
dispute resolution system. Myanmar’s current legal frame-
work provides only general authorizations on expropriation 
“in the public interest” with no further procedural or substan-
tive restrictions. The Government is urged to announce a new 
Land Expropriation/Acquisition Policy, which must coherent-
ly spell out the process of acquisition and compensation in 
a transparent and time-bound manner. Dispute resolution is 
also an important component. Farmland Management Bodies 
(FMBs) under the Ministry of Agriculture, Livestock and Irriga-
tion are responsible for resolving disputes, but there are no 
provisions for appealing land disputes through the judicial 
system. There is an immediate need for the law makers to in-
stitute a dispute resolution mechanism, which is independ-
ent and entrusted with adjudicating powers.

1.10. Competition Policy 

Current Status & Key Issues 

The Competition Law of Myanmar was enacted in 2015, which 
will come into force in Feb 2017. Though, the legislation cov-
ers wide areas of anti-trust principles, it is arguably muddled 
in framing the exact scope and the relevant legal tests. For 
example, although the law prohibits abusing the dominant 
position of one’s own business in the relevant market, it does 
not elaborate on the words ‘abuse’ and ‘dominant position’. 



30

5. Development Strategy & policy recommenDationS for inDuStrial priorit y SectorS 
5.1. croSS-Sector inDuStrial policy

Also, a business or businessperson cannot conduct any ac-
tivities which causes a ‘market monopoly,’ that term however 
being undefined. Secondary legislation may clarify things, 
but a lot of the work is likely to be left to the new Competition 
Commission to create a robust anti-trust regime. 

The most significant challenges for Myanmar in a competition 
regime are as followings: 1) the judiciary has so far remained 
subservient to the executive and it will be difficult to sudden-
ly assume a position of independent and fair judiciary. 2) As a 
regulatory body, the role and responsibility of the Competition 
Commission is not quite clear. Competition Law falls short of 
vesting quasi-judicial powers to the Commission, as it is only 
authorized to carry out investigations. Competition Law also 
makes the Competition Commission subservient to the Min-
istry of Commerce, which implies lack of independence. In 
addition, the main concern for businesses could be regarding 
the Commission’s overly wide discretionary powers. 3) UNIDO 
suggests curbing the occurrence of anti-competitive practic-
es that inhibit investment in a particular economy along with 
institutionalizing competitive neutrality. 4) There is lack of 
specialized human capital within agencies and complemen-
tary educational and professional institutions resulting in ex-
treme human resource constraints.

Policy Directions & Recommendations

First, the Government is urged to set up an independent, 
quasi-judicial regulatory body to oversee the market oper-
ations. For this purpose, the statutory status of the Competi-
tion Commission of Myanmar needs to be enhanced. 

The Competition Commission should act as 1) an independ-
ent regulator, an impartial independent statutory authority 
responsible for the implementation of competition policy ad-
ministration and enforcement; 2) a quasi-judicial body which 
has powers and procedures resembling those of a court of 
law or judge. There is a need to set up processes and pro-
tocols within the rules so that any aggrieved or likely to get 
injured party due to anti-competitive practice can approach 
the Commission for justice and relief. Moreover, the regulato-
ry body must ensure competitive neutrality, which means that 
significant government business activities that are in compe-
tition with the private sector should not have a competitive 
advantage or disadvantage simply by virtue of government 
ownership and control.

Second, the Government needs to make sure that enabling 
government policies can allow a free and fair market by pur-
suing trade liberalization, industrial openness, privatization 
of SOEs, consumer protection policy, etc.

Third, it is essential to build up domestic capacities for the 
stakeholders involved. Myanmar should work closely with 
other ASEAN member states to improve the domestic capaci-
ty of law officers, government officers and the general public. 
For instance, building capacity to conduct a detailed assess-
ment of the net benefits from a competition policy regime; 
providing advice on how competition policy can help achieve 
other policy objectives. It is also necessary to foster the tech-
nical (legal and economic) skills needed for the establish-
ment and implementation of a national competition policy, 
such as, the technical assistance to build skills in legislative 
drafting, formulating guidelines and resources required to 
promote a culture of compliance, investigative techniques, 
and the building capacity of judiciary to handle competition 
cases. Besides, the competition regulatory body also needs 
to have a sound outreach program to raise public awareness.
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2. Short-Term Priority Industries

2.1. Textile & Garment  
Industry

Current Status & Key Issues 

Garment manufacturers in Myanmar are currently, in great 
part, only performing CMP (cut-make-pack) production on be-
half of international brands. In principle, this means that gar-
ment factories in Myanmar are exclusively performing some of 
the lowest value-adding labor-intensive steps in the garment 
value chain. The current production volume is 66,000 tons of 
seed cotton, 25,000 tons of lint cotton or 188 million meters 
of woven textiles. The number of workers in the garment field 
is around 260,000, mostly women. In the light of the growth 
prospects for the garment sector in Myanmar, this figure may 
grow substantially in the coming years, as garment exports 
have increased significantly from $53 million in 1995-1996 to 
$1,022 million in 2014-2015. According to “the 10-Year Gar-
ment Sector Development Strategy”, exports in this sector are 
projected to grow from $912 million in 2012 to $8-10 billion in 
2020, employing up to 1-1.5 million workers. 

Together with the Myanmar Garment Manufacturers’ Associa-
tion (MGMA)’s ambitious vision of manufacturing high quality 
and value added products in an ethical and sustainable man-
ner, Myanmar’s garment producers need to enhance compet-
itiveness and productivity levels to sustain lasting coopera-
tion with international brands. Particularly in distinction and 
addition to current industrial development plans (i.e. Nation-
al Export Strategy and 10-Year Garment Sector Development 
Strategy), the focus of policy recommendations in this sector 
is directed at an ideal garment industrial structure based on 
criteria related to macro-economic and social sustainability, 
inclusiveness and people-centrism.

Development Strategy &  
Policy Recommendations

In order to reform the garment sector into a socially and en-
vironmentally sustainable and inclusive growth industry, the 
following development strategies are suggested, along with 
respective policy recommendations. 

First, strategic initiatives should be taken to ensure respon-
sible growth and modernization of the overall garment sec-
tor by; fully supporting the implementation of the 10-Year Gar-
ment Sector Development Strategy by allocating ministerial 
backing to the Garment Project Management Unit; undertak-
ing capacity building initiatives for enhancing productivity; 
establishing dedicated industrial parks for garment factories 
according to the highest standards with exemplary factory 
designs, housing and recreational facilities; and structurally 
improving the working conditions in existing industrial parks.

Second, it is important to encourage the development of 
strong garment supply sub-sectors and domestic value 
chains by; promoting vertical integration of value-added pro-
duction areas to move from CMP to FOB production; estab-
lishing a large-scale textile cluster park in Central Myanmar 
ensuring environmentally sustainable textile production; and 
supporting the emergence of national fashion brands and 
specialized brands through the academic and professional 
training of fashion designers.  

Ultimately, it is necessary to enhance the social and environ-
mental sustainability of the garment production by; accom-
plishing the full registration of workers for assessing, mon-
itoring and better understanding the working constraints in 
the garment industry; developing a roadmap for an enhance-
ment of knowledge, competences and qualification of work-
ers in the garment field; enforcing strict compliance by insti-
tuting legal proceedings against factory operators violating 
human, labor and other rights and principles of the conserva-
tion of nature; and raising awareness of key stakeholders of 
the garment sector on the possible environmental impact of 
the garment industry.
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2.2. Food Processing & 
Packaging Industry

Current Status & Key Issues 

Myanmar is one of the world’s “food surplus” countries, pro-
ducing between 60 and 80 million tons of agro-foods per 
year. It is the world’s second largest exporter of dry beans, 
peas, pulses and lentils. It also exports fish and seafood. 
However, agriculture development in Myanmar is largely an 
unexploited opportunity so far. Per capita agriculture income 
averages around $200 annually, which is almost 30-50 per-
cent less than that of its neighbors, like China or Thailand. 
Despite the availability of raw material and adequacy of the 
market, many factors have contributed to the long-standing 
weaknesses of Myanmar’s economy. Most noteworthy are low 
productivity and weak export realization in the food sector on 
account of poor quality seeds, lack of institutional credit for 
small hold farmers, lack of technological support, and limit-
ed funding and support for post-harvest technology. The food 
processing and beverage sector is the most common form of 
business in Myanmar. There are 1,371 listed establishments 
in the food and beverage category, almost 18percent of the 
total registered businesses in Myanmar. This sector employs 
43,684 workers and emerges as the second largest employ-
er with a share of 12.27 percent, after the manufacturing of 
textiles. 

In order to secure Myanmar’s competitive advantage, the 
main focus should cover all three stages of the value chain, 
namely (i) Upstream Stage (increasing the agricultural pro-
duction and diversifying into high return products) (ii) Mid-
stream Stage (upgrading of food processing capabilities) and 
(iii) Downstream Stage (developing food packaging technol-
ogy, lowering logistics cost, and improving market extension 
and support systems). 

Development Strategy &  
Policy Recommendations

Thus, the development target will center on production, di-
versification and value addition with the vision to ‘’Increase 
Output, Move-Up the Value Chain & Diversify Portfolio’’. To 
fulfil this vision, three development strategies are suggested, 
below, together with respective policy recommendations. 

First, the expansion of institutional contract farming to in-
crease the overall farm output and productivity can be one 
of the development strategies for Myanmar. To carry out this 
strategy, UNIDO recommends establishing a legal framework 
and governance scheme for contract farming, i.e., a proactive 
contract farming policy and a law for enforcement and dis-

pute resolution of contracts. Contract farming can enhance 
productivity by addressing issues such as developing high 
quality seeds, providing institutional credit, and promoting 
mechanization and technological support.

Second, it is necessary to have a strategy to form clusters for 
secondary and tertiary processing, complementing the pack-
aging sector.  A Special Purpose Vehicle (SPV) should set the 
basic operational framework for an agro-processing cluster 
zone. In this zone, secondary and tertiary processing facili-
ties should be developed for value addition. Also the estab-
lishment of a Technology Incubation Center (TIC) for the pack-
aging sector is expected to transform the budding production 
into a sophisticated technology driven domain in Myanmar. 

Finally, the strategy of trade prioritization to provide an out-
let for surplus production should be considered. There is a 
need to diversify into ‘cash crops’ that offer high return pros-
pects or confer strategic benefits such as palm oil, rubber, 
fruits and vegetables, dairy, meat and fisheries. And govern-
ment can improve market support and extension services for 
trade prioritization by forming an “Expert Group’’ to examine 
and research market news and innovations. 

2.3. Plastic Processing 
Industry

Current Status & Key Issues 

The plastic industry in Myanmar is made up exclusively of 
private enterprises. Based on the 30 surveyed key plastics 
companies, 66.7 percent of the examined companies operate 
in the packaging sector, which holds the largest market share 
in the Myanmar’s plastics industry. Other sectors include 
housewares (16.7%) and filament (6.7%). The production and 
sales of Myanmar’s plastic processing and production indus-
try is approximately $100 million. Consumption of plastic is 
growing by a yearly average of 10 percent in Myanmar as the 
local demand for packaging and household plastic products 
increases and PP woven bags are widely used in packaging 
export products such as farm products, forest products, ma-
rine products and others. 

However, the local plastics supply is insufficient to meet 
regional demands, leading to significant imports to supple-
ment local production. The main plastic imports are polymers 
of propylene and polymers of ethylene. Plastics exports are 
very low compared to the high degree of imports, resulting in 
a large negative trade balance. The key issues in this sector 
are outdated and old machinery. The low technology affects 
the competitiveness of products. Also basic raw materials for 
plastic production such as resins are imported despite the 
fact that plastic resins can be produced in Myanmar with the 
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significant reserves of gas and oil. They can be manufactured 
in this country by developing a petrochemical industry. In ad-
dition, it must be noted that Myanmar does not have proper 
regulations and technology standards that ensure the quality 
and standard of their domestic products.

Development Strategy &  
Policy Recommendations

The development target will focus on improving competitive-
ness of local plastic production by creating strong forward 
and backward linkages, and promoting technology upgrades 
of the plastic industry. To implement the strategy of creating 
strong linkages in the supply chain, a coordination body 
needs to be set up between the demanding industries (e.g. 
agro-industry) and the plastic industry. This will allow shared 
knowledge about the expected quantity and quality require-
ments and about the demands of new products. Providing 
incentives as commercial tax reduction for the use of local 
plastic products by the different industries can be a useful 
policy option for stimulating local plastic production. Mean-
while, allocating areas for plastic industries in SEZ in close 
proximity to demanding industries can have many advantag-
es such as lower transportation costs, easy access to infor-
mation of the demanding industry, and easier coordination 
between both parties. Ultimately, development of upstream 
industries including refineries and plastic resin factories for 
plastic production is also crucial in ensuring competitiveness 
and a full-fledged domestic value chain in the plastic indus-
try, considering the abundant reserves of oil and gas resourc-
es in Myanmar. 

In order to promote technology upgrades of the plastic in-
dustry, the most important step should be to introduce tech-
nological standards for the sector. Currently, plastic factories 
in Myanmar are using inferior technologies for manufactur-
ing. The result is low quality and productivity. In order to ad-
dress this issue, there needs to be a broadening of existing 
mechanical engineering and machine-operating training pro-
grams for the domestic workforce. The other issue is insuffi-
cient investments resulting in low technology in the sector. 
Establishing tax incentive schemes for technology upgrade 
investments can be beneficial. A tax deduction for machinery 
investments in the plastic industry can be a significant incen-
tive to modernize and upgrade the technological level of the 
industry. This can be accompanied by other promotion meas-
ures such as reducing tariffs levied on imported machinery.

2.4. Construction 
Materials Industry

Current Status & Key Issues 

The structure of the construction materials industry is com-
plex and made up of a wide range of components. Due to the 
complicated nature of the industry, this paper will mainly fo-
cus on two specific construction materials, steel and cement. 
The construction industry shows the largest demand for steel 
in Myanmar and its use of steel represents 65 percent of the 
total steel consumption. Currently, there are about 100 pri-
vate steel companies in Myanmar and their steel production 
has been rapidly growing, increasing by 40 percent between 
2012 and 2014. According to recent statistics from 2015, iron 
and steel as construction materials ranked sixth in the top 
ten import items in Myanmar. The country has a high depend-
ency on steel imports and presently iron and steel imports 
come from China. Meanwhile, there is a clear dependency on 
imports of cement as well. Myanmar ranked 12th among the 
world largest importers of cement in 2014, which represented 
a remarkable demand. In 2015, Myanmar’s main sources of 
cement were China (37.1%) and Malaysia (34.7%). However, 
the share of domestic production has declined in the past 
years because the current state owned industrial structure is 
not able to take advantage of the increasing demand in My-
anmar. The key issues in this sector are outdated technology, 
particularly among the SOEs where the average equipment is 
20 to 30 years old, and the lack of a structured energy grid 
which is essential to energy intensive industries.

Development Strategy &  
Policy Recommendations

The first development strategy for the two prioritized sectors 
should focus on the conversion of technology and products 
toward high efficiency and value-addition. In order to enhance 
the efficiency of cement production, UNIDO recommends con-
verting wet process cement plants to dry process. The cement 
output using the dry process is five to six times more effective 
than the wet process and it is much more economical, espe-
cially in terms of energy consumption. For the value-addition to 
steel, it is important to identify the type of goods that represent 
more growth potential and investment opportunities in tech-
nologies for the downstream steel products.                                                                                                    

Steel industries are essential in supporting industrialization 
strategies. Its development can positively impact the eco-
nomic diversification and value added capabilities. With the 
aim of achieving a spillover effect that can also support the 
diversification of the steel industry and promote the emer-
gence of more complex industrial products, it is necessary to 
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form a cluster of steel industries to increase productivity and 
industrial diversification.

Last but not least, to secure the sustainability of these indus-
tries, it is necessary to promote good practices in environ-
mental management because cement and steel-based in-
dustries can be detrimental to the environment if inadequate 
environmental management measures are applied. 

2.5. Labor Intensive  
CMP Industry

Current Status & Key Issues 

Industries based on rural livelihoods (agriculture, forestry/
livestock and fisheries) have the potential to expand with 
an effective industrialization strategy. However, at the mo-
ment, there is systematic disintegration of rural livelihoods, 
logistics, rural finance and rural industries. A substantial 
share of the population is in the rural areas, so it is impor-
tant to add-value to agricultural production. Also, Myanmar 
possesses fertile land and a broad range of climate zones, 
which allow for the cultivation of a variety of crops. Howev-
er, considerable areas are already covered by crops that do 
not lead to sufficient rural incomes. Mostly, this is due to the 
poor quality seeds. There is also a lack of modern machinery 
and proper storage capacity, as well as a low level of knowl-
edge related to principles of integrated agriculture. Hence, it 
is crucial to begin to immediately structurally improve and 
transform rural livelihoods based on market perspective and 
criteria of environmental and social sustainability. Also, loan 
schemes of the Myanmar Agricultural Development Bank 
only support small-scale farmers in a purely agricultural field 
(paddy cultivation). The rest of farmers, earning other types of 
livelihoods, do not have access to loan schemes. An intensifi-
cation of agriculture through mechanization and sustainable 
fertilizer as well as expansion of irrigation systems will open 
up significant potentials to increase rural incomes.

Labor-intensive light manufacturing industries (production 
of toys/shoes, manufacturing of soccer balls or assembling 
of electronics) also offer great opportunities to absorb work-
force. At the moment, the majority of goods are being import-
ed from China and not manufactured in Myanmar to any ex-
tent. Ideally, the light manufacturing industries require input 
from various supportive industries and logistics services. 
However, Myanmar does not have any established facility for 
the supplying industries. While the garment sector is current-
ly dominating the labor-intensive light industry, footwear, toy 
production and other sectors do not yet possess representa-
tive structures.

Cottage industries (handicraft) possess exceptional poten-
tial, because Myanmar is rich in terms of different cultural 
groups with valuable traditions and cultural artifacts, which 
are unique and typically produced in cottage industries. As 
a country endowed with natural resources, it would be make 
sense to use the natural resources, precious metals and gem-
stones (gold, silver and jade) to benefit rural communities. In-
stead, the extraction of such natural resources has been dom-
inated by informal economic activities. Encouraging growth 
towards internationalization and competitive product quality 
will enhance job opportunities in rural areas and also help 
maintain valuable cultural practices.

Development Strategy &  
Policy Recommendations

First, it is important to maintain and develop rural liveli-
hoods in agriculture, forestry, livestock and fisheries. First 
of all, an agricultural map of Myanmar should be created that 
visualizes which crops are suitable in a particular region. 
Based on this information, rural agricultural crop zones could 
be formed that would gradually expand to the rest of the 
country. On top of this, broadening the system of agricultural 
and providing rural education is an urgent priority. Ultimately, 
as the capacity of the Myanmar Economic Bank in providing 
financial resources for the lending operations of Myanmar 
Agricultural Development Bank is limited, the government is 
advised to create another development bank to expand ag-
ricultural financing with international technical assistance. 
It may operate at international standards with international 
capital access and with lending/borrowing at market rates.

Second, it is necessary to develop a diversified portfolio 
of light manufacturing industries to substitute current im-
ports and to explore further domestic/international market 
potentials. In particular, key sectors should be prioritized 
that already have the necessary prerequisites: production 
of wooden components and the production of footwear. It is 
important to realize the entire value chain for the promising 
sub-sectors. The Government should make an effort to draw 
the supplying industries (upstream) towards actual labor-in-
tensive production by exempting them from taxes/duties on 
inputs.

ultimately, the Government should support cottage indus-
tries to be more competitive and promote international 
small-scale industries to produce cultural and traditional 
artifacts and make products of traditional livelihoods. The 
initial step can be to support the overall sector organization. 
Only parts of Myanmar’s handicraft producers are organized 
in the Myanmar Arts and Craft Association and other individ-
ual producers are in women organizations. With a view of ad-
dressing the lack of technology and management skills, the 
Government needs to set up specific training courses tailored 
to the needs of the companies and independent producers 
to obtain technological and managerial skills. Also, it will be 

5. DEVELOPMENT STRATEGY & POLICY RECOMMENDATIONS FOR INDuSTRIAL PRIORIT Y SECTORS 
5.2. ShORT-TERM PRIORIT Y INDuSTRIES



Strategic DirectionS for inDuStrial Development
Summary of inDuStrial Development Strategy 2017

35

MYANMAR

important to increase the share of value-added production 
through processing of available natural resources and mate-
rials (jade, gold, etc.).

2.6. Machinery, Tools  
& Parts Industry

Current Status & Key Issues 

At present, a total of 111 enterprises are registered; 20 of 
them are SOEs and 91 are private enterprises. Available data 
confirms an unstable trend in the production volume of the 
majority of commodities, with an overall decrease of quanti-
ties. The cause of these instable production quantities is the 
failure of SOEs. With poor management and low productivity, 
SOEs have shown inconsistent profit structures and invest-
ment plans. They have low technology levels that results in 
low competitiveness. At present, there is an increasing de-
mand for agricultural machinery, despite the overall decreas-
ing trend in production volume. Also, the motor car industry 
has also experienced growth due to the increased number of 
registered vehicles in recent years. The most rapid increase 
was noticed in motorcycle utilization. The categories men-
tioned above: motorcycles, agricultural machinery & equip-
ment and parts of vehicles like battery and oil filters – have 
been identified as the industry’s priority sub-sectors. Myan-
mar’s trade balance in this industry is strongly negative and 
relies heavily on imported goods with exports being almost 
negligible. On the bright side, domestic demand for ma-
chinery and vehicles continues to expand, due to economic 
growth. International companies are showing an interest to 
invest in Myanmar’s MT&P industry.

Development Strategy &  
Policy Recommendations

First, the Government is urged to promote private invest-
ment through privatization of SOEs and strategic alliances. A 
roadmap should be designed with a schedule of privatization 
process for the SOEs, which must also include preferred pri-
vatization options. It should have a flexible approach, so that 
negotiations can be opened to meet the needs of both private 
and national interests. In order to promote private investment 
in the SOEs, an advertising campaign in foreign countries can 
be launched.

Second, imports should be substituted and the domestic 
market expanded. The Government needs to promote and in-
centivize local value-addition for motorcycle and agricultural 
machinery industries. This can be encouraged through pro-

grams, which may include specific targets for components of 
import substitution. For instance, in the case of the motorcycle 
and agricultural machinery industries, the current status is to 
assemble CKD vehicles where most of the parts are imported. 
One goal would be to create the local content, thereby ensur-
ing an increased local value addition, which could eventually 
be expanded into the production of components including 
engines. And in order to broaden domestic markets, rental 
services of agricultural machinery could be introduced. This 
would help create a strong demand for agricultural machin-
ery. It is important to encourage CKD (Complete Knock-Down) 
imports for the development of car assembly factories. Im-
porting CKD creates more jobs and it is economically cheaper 
than CBU (Completely Built Unit). The action plans like giv-
ing tax incentives for import of machinery and raw materials 
should be implemented to support the CKD model. Moreover, 
given the hot climate and poor road conditions in Myanmar, 
there is a huge demand for spare-parts such as batteries and 
oil filters. In this sense, the development of the car-parts sec-
tor through joint-ventures is also promising for Myanmar.

ultimately, it is vital to enhance the quality of products 
through the establishment of a quality assurance system. 
Quality assurance is a key matter in any industry but for 
motorcycles, machinery and cars, it is essential for safety 
reasons. In order to develop an effective quality assurance 
system in MT&P industry, standards need to be established 
regarding the quality of materials, component design and 
technology used. In addition, testing the materials, compo-
nents, and functionalities of vehicles requires locally set up 
specialized services.

2.7. Chemical Industry

Current Status & Key Issues 

The chemical industry in Myanmar has not been classified as 
an independent economic sector, it is divided among an ar-
ray of industry categories. According to the Ministry of Labor 
(2015), there are 232 registered chemical industrial estab-
lishments in Myanmar which include State Owned Enterpris-
es (SOEs), Joint Ventures, MSMEs, etc. This sector employs 
less than approximately 10,000 workers. It is evident from the 
share of chemical producing establishments (3.05%) among 
all enterprises and its share of employment (2.79%) that the 
industry as a whole is at infancy level. The chemical indus-
try sector has not attained a critical mass to ensure servicing 
of local demand at good quality and competitive price.  The 
demand side is forced to rely on imports. A large part of cur-
rent production is comprised of limited variants of chemical 
industry. Moreover, the current tariff structure in the chemical 
sector is inverted because the tariff on finished products is 
lower than the raw material one. All in all, the chemical in-
dustry in Myanmar exhibits a strange paradox, i.e., the up-



36

stream supply chain remains weak and largely untapped. 
The mid-stream sector is dominated by the inefficient SOEs. 
The downstream linkages are almost non-existent. Domestic 
chemical producers remain perennially dependent on raw 
material imports. 

The identification of a specific priority sector must be aimed 
at strengthening the supply sides and focus on import sub-
stitution of the three stages of the value chain, namely (i) Up-
stream (ii) Midstream and (iii) Downstream. At the upstream 
supply side stage, there is potential for vertical Integration 
for Natural Gas Cracking Plant and Oil Refinery-Petrochemi-
cal Plant. At the mid-stream supply side stage, caustic soda, 
chlorine and sulfuric acid are chosen as priorities. For down-
stream linkages, agrochemicals, plastics, textiles, food pro-
cessing, construction & building material, paper & pulp in-
dustry, and packaging material could be priorities.

Development Strategy &  
Policy Recommendations

In order to attain a critical mass to influence the overall chem-
ical sector in Myanmar, the Government will be required to 
adopt a multi-pronged strategy based on (1) Consolidation 
of SOEs on the supply side, (2) Set up of a chemical sector 
agglomeration as a pilot project, and (3) Incentivizing import 
substitution. 

1. The consolidation of SOEs on the supply side should be 
promoted as a development strategy. In this context, it 
UNIDO recommends developing a balanced and transpar-
ent disinvestment policy for improving efficiencies in the 
SOEs, e.g. the Myanmar Oil and Gas Enterprise (MOGE). 
After bifurcation of the MOGE into two independent in-
stitutions of oil and gas respectively, the government 
may initiate proceedings for strategic sale or joint ven-
ture operation with successful MNCs. The downstream 
SOEs, Myanmar Petrochemical Enterprise (MPE) and the 
Myanmar Petroleum Products Enterprise (MPPE) can be 
offered for strategic sale to major international players 
in the sector so that the enterprise can secure a compet-
itive advantage by introducing new technologies. Also, 
the existing restrictions to deter foreign investments in 
the petroleum and natural gas sector need to be made 
more attractive to draw foreign inflows into this sector.  

2. For the chemical sector agglomeration strategy, it is nec-
essary to develop and implement a pilot chemical sec-
tor project of setting up a chemical industrial complex 
in Thilawa or Dawei SEZ. The agglomeration or cluster 
shall house chemical industries from the supply and de-
mand side of manufacturing sectors. Through a Special 
Purpose Vehicle (SPV), the cluster should provide world 
class infrastructure, formation of vibrant labor market, 
establishment of market extension services, strength-
ened institutional frameworks, connectivity through 

multi-modal transport systems for competitive logistics 
operations.

3. Finally, the strategy of incentivizing import substitution 
should be promoted. It is necessary to review the poli-
cies for extending incentives for import substitution in 
the chemical sector to attain a critical mass by erecting 
tariff barriers or quotas on certain imported commodities 
and granting re-imbursement of tax, then setting up a 
local industry to produce these goods. In addition, the 
current tariff policy should be looked into, so as to elim-
inate any inverted tariff structure in the chemical sector. 
The Government needs to raise tariffs selectively on ba-
sic chemicals, agrochemicals and industrial chemicals to 
remove any price advantage enjoyed by imported chem-
icals. Also, the Government should wave off the custom 
duties on inputs, machines and other equipment import-
ed inside the chemical cluster. 

2.8. Rubber & Tire Industry

Current Status & Key Issues 

In the past decade, the rubber & tire industries have grown 
very fast in the Asian market. This dynamic has been driven 
mainly by the rapid growth of the Asian automobile sector. 
In the last ten years, Myanmar’s rubber plantations have al-
most tripled.  This rapid development is due to the increase 
of international rubber prices and particularly, the expansion 
of rubber demand from China. Despite the accelerating pro-
duction volume, Myanmar is struggling to expand exports as 
Myanmar relies heavily on ASEAN countries, China and Ma-
laysia. The rubber market faces challenges caused by rapid 
growth in such a short time period, oversupply & excessive 
rubber plantations and low quality of rubber. Also, Myanmar 
has low productivity per acre of production. 

Two main causes of low productivity are 1) the inferior quality 
of planting materials and 2) outdated technology. In addition, 
the rubber supply chain has inadequate logistic facilities for 
rubber warehousing and transportation. The tires industry is 
unique because it is dominated by a few corporations glob-
ally, so there is a high level of competition in the local mar-
ket led by the dominant global players. Myanmar’s tire mar-
ket has been growing as well, which is strongly linked to the 
development of the automobile market. In the recent years, 
Myanmar’s total number of registered vehicles has more than 
doubled. The increasing domestic demand for cars/buses is 
raising the opportunity of expanding the tire industry in the 
country. Since the 1980s, Myanmar has had the skills and ex-
perience to produce tires. Currently, there are four tire facto-
ries, but only one factory is able to export and the quality fails 
to meet international standards.
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Development Strategy &  
Policy Recommendations

First, the rubber industry must improve the value chain ca-
pabilities. The Government is urged to support the creation 
of warehouse centers in strategic locations and promote the 
usage of technical norms and quality certificates. Rubber pro-
ducers require better facilities to increase the storage capacity. 
The warehouse will facilitate the supply chain and the trade 
mechanisms. Besides, the assessment of the product’s qual-
ity and classification according to norms and market demands 
will be possible at the warehouse too. Such an infrastructure 
should be built through private-public partnership (PPP) mod-
els, whereby the government provides land while the private 
investors build the warehouse centers. At the same time, it is 
essential to provide capacity building to increase the overall 
productivity in both the rubber and the tire sectors. The objec-
tive would be to provide rubber and tire production techniques 
and training programs to different groups at different levels in 
vocational training centers and universities.

Second, it is necessary to promote sector transformation 
and a scale-up by introducing a collaborative production sys-
tem. In the rubber plantation, scattered micro-producers will 
be organized as “One Collaborative Enterprise” that enables 
economies of scale because larger amount of commodities 
can be managed together. This collaboration aims to increase 
the economies of scale and productivity, as well as achieve 
quality standards and build capacity in the value chain. Thus, 
introducing a collaborative production system will boost com-
petitiveness in this agro-based supply chain.  The Government 
should enact a new law to recognize that the “Collaborative 
Enterprises” is a type of private enterprise, owned by same 
micro-producers, selling their goods to the collaborative enter-
prises. In addition, the transformation of the tire sector should 
gradually be carried out by improving technology, innovation 
and market capabilities. The Government should consider 
re-shaping the tires industry in Thaton as a pilot-project.

2.9. Pulp, Paper &  
Paper Products Industry

Current Status & Key Issues 

The pulp and paper industry is among the most resource-in-
tensive and highly polluting industrial sectors. This industry 
was established in the early stages of industrial development 
in Myanmar. Some of the major types of fibrous raw materials 
needed for the PP&P industry are bamboos, tropical hard-
woods and agricultural residues. Despite the availability of 
the raw materials, there is an inconsistent supply of pulp and 

recycled waste paper which hinders a stable production en-
vironment. The domestic production of paper was 71,175 tons 
in 2015. Over 60 percent of this paper production comes from 
private factories, while SOEs produce less than 40 percent. 
However, the domestic supply has not been able to meet the 
domestic demand because domestic consumption – about 
178,500 tons annually – significantly exceeds domestic pro-
duction. Hence, Myanmar relies on imports to complement 
the domestic supply. The PP&P Industry of Myanmar is com-
prised of four SOEs and 274 private enterprises. The chief dif-
ference between their operations is that the main raw materi-
al for private enterprises is recycled waste paper while SOEs 
mostly use virgin pulp. Also, SOEs have more complicated 
production processes. Currently, SOEs suffer from financial 
losses due to frequent closures, low volumes of production 
and weak management systems. 

On the bright side, there are increasing foreign interests to 
invest in Myanmar’s PP&P industry. The rising demand in 
global paper consumption, particularly from China is anoth-
er opportunity to establish cooperative policies to attract 
private investment. Establishing strong foundations for 
SMEs to foster productivity and competitiveness is pivotal 
in meeting the growing demands in global markets. Addi-
tionally, careful environmental regulations are required in 
order to prevent ecological harm. The main priority products 
in Myanmar are pulp & folding paper. Pulp is vital to the pro-
duction cycle with backward linkages to forest production 
and forward linkages to the paper production industry. Fold-
ing paper has diverse uses in other sectors like commerce 
and industries like food processing.

Development Strategy &  
Policy Recommendations

First, it is essential to privatize the SOEs in the pulp, paper 
and paper products industry. A program needs to be initiat-
ed to privatize SOEs. A similar strategy that was employed in 
the “Machinery, Tools and Parts Industry” could be applied. 
On top of that, environmental regulations must be enhanced 
– because paper enterprises have been violating certain reg-
ulations by disposing wastewaters directly into the river with-
out proper treatments.

Second, ensuring a stable supply of materials for produc-
tion is vital. To begin with, the Government should promote 
the expansion of tree plantations and pulp plants based on 
the evaluation of the current and future demand for pulp. 
This diagnosis also should consider the existing and poten-
tial locations for paper production enterprises and the pro-
duction capacities. Then, incentives should be offered for 
investments in the two state-owned pulp mills in Tharbaung 
and Yeni. Privatization of SOEs will allow a more stable sup-
ply of pulp for paper production. Ultimately, the Organiza-
tion encourages supporting an increased use of recycled 
paper through local programs to improve recycling practic-
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es. The government needs to allocate funding for local pro-
grams to collect waste paper from households.

ultimately, the technological infrastructure and workforce 
capacity building should be strengthened. For the PP&P in-
dustry, technology upgrade mainly requires the acquisition 
of new modern machinery in order to replace the old and 
technologically outdated equipment. Specific supportive 
programs for technology renewal may include facilitation and 
simplification of regulations, financial facilities to undertake 
the necessary investments, and temporary tax benefits. Tax 
incentives may include elimination of the commercial taxes 
and tariff reductions for new machinery investments. The gov-
ernment can also provide guidance on international quality 
standards of technological infrastructure. In terms of work-
force capacity building, there need to be Industrial Training 
Centers that provide specific courses for the PP&P industry. 
At present, there is no specific training for this sector in the 
already existing Training Centers. Qualification training cours-
es at level 1 (semi-skilled) and 2 (skilled) need to be created.

2.10. Pharmaceutical 
Industry

Current Status & Key Issues 

At present, Myanmar’s pharmaceutical market is underdevel-
oped. Myanmar is heavily dependent on imports; as more than 
5,000 types of medicines are imported. It is estimated that the 
local production only supplies about 5 percent of the domestic 
demand. In 2013, more than half of the total imports were from 
India, Thailand and China. Despite the limited local production 
capacity, there are numerous factories operating under the 
Ministry of Industry. Also in recent years, many foreign com-
panies have expressed an interest in Myanmar’s unexploited 
pharmaceutical market. The underdeveloped structure of the 
pharmaceutical industry can be explained by the existing de-
mand-side and supply-side bottlenecks. The demand side 
hold-ups are related to the poor healthcare system in Myan-
mar. It has failed to stimulate the growth of the pharmaceutical 
industry. Also, the pharmaceutical market is not market-driven 
but guided by public procurement. There are two government 
entities that control public procurement but, both suffer from 
budgetary constraints. They cannot meet the pharmaceutical 
needs of neither public nor the military hospitals. In the sup-
ply side, Myanmar’s pharmaceutical production is fundamen-
tally stuck due to the absence of basic requirements: modern 
factories with updated technology. There are five state-owned 
pharmaceutical factories in Myanmar, which have not been up-
graded in the last 50 years. Also, the development of the sector 
has become a real challenge due to Myanmar’s geographical 
proximity to the two major producers, India and China. Myan-
mar faces severe competition from these countries. 

Based on Myanmar’s circumstances, there is potential in nat-
ural medicines. Myanmar has 1) indigenous knowledge and 
heritage accumulated over centuries and through the study 
of botanical resources, 2) existing specialized institutions de-
voted to research/education and 3) natural medicine indus-
tries that are already exporting.

Development Strategy &  
Policy Recommendations

First, it is important to set up Good Manufacturing Practice 
(GMP) facilities and enhance capacity building in GMP to 
support local companies’ quality assurance. GMP facilities 
should be established, where all firms can have access at low 
prices. Also, the GMP capacity should be enhanced. Through 
these GMP facility, the government can help companies meet 
international standards and achieve GMP certification. Cur-
rently, Myanmar is not able to export any products due to the 
fact that Myanmar FDA’s GMP accreditation is below the in-
ternational level. Therefore, it is important to improve GMP 
accreditation of Myanmar’s FDA to meet international stand-
ards and facilitate access to the global market. Ultimately, it 
is necessary to improve production and certification of legal 
medicines and strongly block the commercialization of adul-
terated medicines. In this respect, it is important to introduce 
new drug law to meet new market demands, assure adequate 
distribution of medicines and enforce proper use of prescrip-
tions. Also, the illegal cross-border transport of medicines 
into Myanmar needs to be reduced.

Second, the natural medicine sector should be promoted with 
a cluster approach to expand Myanmar’s pharmaceutical in-
dustry. Currently, only a few firms have managed to industrial-
ize and commercialize natural medicines. So, it is important to 
invest in specialized universities & research centers devoted to 
natural medicines, while simultaneously establishing a phar-
maceutical cluster. The cluster of pharmaceutical industries 
should be near universities, research centers and enterprises. 
For this to work, the presence of anchor institutions, such as 
universities is crucial, so that they can generate spillover-ef-
fects. The presence of SMEs is essential in promoting the emer-
gence of complementary services around large companies. The 
clusters should be formed under a private-public partnership 
(PPP), with the collaboration of three main stakeholders: pri-
vate enterprises and their associations, universities, and the 
central and local authorities.

Finally, it is vital to enhance human capital, especially in 
pharmaceutical engineering and natural medicines. Currently, 
pharmaceutical engineers cannot be educated in Myanmar due 
to the absence of such programs. Consequently, universities 
are encouraged to update and introduce programs for pharma-
ceutical engineers. Also, in order for Myanmar to deliver the 
rich natural medicine they are endowed with to the market un-
der industrial standards, it is absolutely necessary to provide 
capacity building programs focused on generating skills and 
knowledge to deliver natural medicines on an industrial scale.

5. DEVELOPMENT STRATEGY & POLICY RECOMMENDATIONS FOR INDuSTRIAL PRIORIT Y SECTORS 
5.2. ShORT-TERM PRIORIT Y INDuSTRIES
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