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Preamble

International Business Myanmar - a
most extraordinary student project
International Business Project (IB) is an annual non-profit student project initiated by Innovation Norway in 1984. The purpose of IB
is to identify foreign business opportunities for Norwegian companies. It is a unique opportunity for students from top universities in
Norway to provide their perspective on new market opportunities in the world. This year we have been 12 students from the Norwegian
School of Economics (NHH), BI Norwegian Business School (BI) and the Norwegian University of Science and Technology (NTNU),
having travelled to the newly opened Myanmar to investigate opportunities and challenges for Norwegian companies looking to expand
to Myanmar.
Myanmar has gotten a lot of media attention after it decided to open its boarders in 2011. This has particularly been the case in Norway,
due to a strong interest from companies such as Telenor and Statoil, as well as the visit from the Norwegian Royal family in 2014. Our
investigation and research in Myanmar has allowed us to meet a wide range of individuals and companies, ranging from journalists and
entrepreneurs to country managers from large multinational companies. We have sought out a diverse group of interview objects in order
to ensure that our report has great depth and diversity so as to give our readers a holistic perspective on doing business in Myanmar.
This report has allowed us to work with the project from start to finish, raising funds and new partnerships, working with a self-defined
scope, allowed us to meet entirely new types of challenges and providing us with an immense opportunity to learn from our partners, our
interviewees and most importantly from each other. We have been able to drive each other’s ambitions and play on each other’s strengths,
which we hope are reflected in the quality of our report and our conclusions.
International Business Project is truly an extraordinary student project. The experience we have gained from working together with
other students from different educational backgrounds, as well as investigating a country with relatively few reliable secondary sources
has been highly relevant for our future careers. Having worked mostly as a virtual team with team members scattered across the world
have further enhanced our experience.
Our ambition has been to create a report that offers a unique and thorough assessment of the opportunities in Myanmar, expressed in
the honest way. The report condenses one year of intensive research and presents major opportunities and challenges for Norwegian
companies wanting to invest in Myanmar. Behind the compressed material of each section lies extensive research, which forms basis for
our recommendations. We hope that it will shed some new light on the mysterious country of Myanmar, that it will be an enjoyable read
and prove useful for those who are considering expanding to Myanmar.
On behalf of the International Business team of 14/15, thank you for showing an interest in our project.
Mingalabar!
Caroline Røstadli
CEO of International Business Project Myanmar
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I’m pleased that the International Business student project this year has chosen to focus
on Myanmar. As Minister of Trade and Industry, I’m in charge of promoting Norwegian
trade and investments abroad. During my visit to Myanmar in December last year I was
accompanied by a delegation of more than 30 different Norwegian companies, all with an
interest in entering this emerging market.
Norwegian businesses are aware of the great opportunities in Myanmar. Telenor has
successfully entered the market, and an increasing number of Norwegian companies
are now expressing an interest in the country. Different sectors such as energy, telecom,
maritime and offshore are of particular relevance to Norwegian industry.
Trade and investments are important driving forces for employment, economic growth
and development. Through an ambitious trade policy agenda, this government is actively
supporting Norwegian companies’ operations in emerging economies. Government support
is of particular importance for businesses entering high-risk markets such as Myanmar,
where rules and regulations are not yet fully implemented. Under these conditions, we
expect that Norwegian companies contribute to sustainable development in Myanmar by
exercising corporate social responsibility.

Photo: Trond Viken, Ministry of Trade, Industry and
Fisheries.

As Myanmar’s economy continues to evolve, it will invoke interest from companies across
more sectors. Its strategic position between China and India, and with access to the Indian
Ocean, provides Myanmar with easy access to trade links with the rest of the world. That
provides a good foundation for a diversified economy in the future.

I support the work carried out by the students of NHH, BI and NTNU in preparing this year’s International Business report. The report
yields valuable insights for both businesses and other actors interested in the Myanmar market.
Monica Mæland
Minister of Trade and Industry
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met a country and a people with a huge potential: A large and young population, rich in
raw materials both onshore and offshore, a lot of available labor, strong GDP growth and
a clear determination to develop the country up to 21th century standards.
These factors, among others, make it attractive to foreign companies. But despite the
strengths and great potential, doing business in Myanmar is also considered very challenging. This project provides useful insight by
shedding a light on some of the most prominent challenges and obstacles you need to overcome to accomplish healthy business
cooperation, investments and trade.
As I know the quality of the work in International Business projects, I am confident that you will contribute with valuable information
and insight to Norwegian exporters, entrepreneurs and investors.
International Business is also a great opportunity for ambitious students to get work-related international experience, in combination
with skills like leadership, cooperation and project management. Innovation Norway is happy to support International Business with
their annual market initiatives.
Anita Krohn Traaseth
CEO
Innovation Norway
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Executive Summary
This report provides an analysis of the
investment climate in Myanmar, based on
factors such as the political environment,
foreign trade relations, sector assessments,
and human resources. The research
methods and sources of information
include desk-research, interviews, seminars,
site excursions, and company visits.
Conducted by an interdisciplinary group of
students, this report aims to give a nuanced,
yet hands on approach to doing business in
Myanmar, from a Norwegian perspective.
The project period has been one year,
with a two-week field trip to Myanmar
being the primary basis for research. The
observant reader will find that the report
has some limitations in terms of sectors
assessed, as the composition of sector
analyzes has been attempted balanced
against the interest and core competencies
of Norwegian businesses.
Investors entering Myanmar will face
a largely untapped market with unique
opportunities. Highlighted in this report, is
the wide range of natural resources, within
the sectors of oil and gas, hydropower
and aquaculture – areas of expertise
where Norwegian industries possess deep
knowledge and long-time experience.
Companies seeking cost efficient labor
markets will find Myanmar attractive for
traditional manufacturing processes and
other labor-intensive modes of production.
On the other hand, tech companies
providing products, and services, will find
a market of curious consumers, willing to
learn, adapt and progress rapidly.
Myanmar is a country undergoing rapid
change. Certain issues discussed in this
report might require a different approach,
due to fast-changing markets and political
order. There are numerous structural
challenges that investors will face, integrated
within culture, practice, and institutional
governance. Among these challenges is
systemic corruption, which requires an
exhaustive risk assessment. Corporate
social responsibility (CSR) policies such as
clean business practice, and transparency
can help mitigate these issues, as well
as initiating and maintaining sustainable

value creation and market demand in an
emerging economy, in which only 4% of
the population is currently considered part
of the consumer class.
Another major challenge is the lack
of human resources. Companies starting
operations in Myanmar will face a scarcity of
skilled labor, resulting in fierce competition
among international companies in the
labor market. As a result, skilled workers,
with international experience and English
proficiency price themselves with a high
market value, leaving companies with
significant challenges in regards to labor
retention. Thus, employers will have to
provide certain skill development programs
and training, and apply a long-term
approach to recruitment, in order for the
local workforce to meet demand.
Investors will also see a requirement
for active involvement in the area of
infrastructure. Connection facilities, such as
roads, railways, pipelines, grids and internet
access are lacking in both quantity and
quality, and far below western standards. The
same holds for the legislative framework,
which is largely outdated. As both physical
and legal infrastructure are prerequisites to
business activities, the lack of facilities has
placed Myanmar at the very bottom of the
Doing Business index by the World Bank,
in terms of start-up environment.
Based on our conclusions, we would like
to give the following recommendations for
companies seeking to invest in Myanmar:
• Make sure to do your planning
thoroughly. Change and progress
occur at a rapid pace, and
companies should be prepared to
adapt accordingly. Myanmar is rife
with examples of failed projects
due to lax preparation.
• As infrastructure is lacking,
prepare for logistic challenges
and expenses. Address your
needs, and be ready to cooperate
throughout the sector or within
private-public projects in order to
carry out the construction required
for your business.
• The level of corruption is high,

•

•

•

•

•

and requires strong policies and
commitment within all layers of the
corporate structure. Be prepared
for delays from sub-contractors as
well as in legal processes. Develop
adequate systems to handle highrisk situations where corruption
might occur, and make sure the
corporate anti-corruption regime
is
thoroughly
communicated
among both employees and external
partners.
Investors should take a long-term
view. Time consuming factors,
such as bureaucratic hinders,
legal processes, small markets,
and infrastructural challenges will
require investors to be patient in
terms of projects to break even.
Corporate responsibility should
be assessed. Pioneers should be
aware of their responsibility as
shapers of an international business
environment which has been absent
until recently. Trust is key, and
companies willing to build the local
affiliation required, will find it easier
to thrive.
Investors should identify conflict
areas, and run in-depth risk
assessments if operating within
areas of ethnic disputes. Local
affiliation, transparency, and clear
communication are crucial measures
of corporate risk management.
Make use of legal consultancy,
and be sure to allocate resources to
follow up on new legislation. The
legal framework is largely outdated,
but the demand for new regulations
to cope with the new business
environment have already created
changes, and more will come.
Focus on core values. Myanmar
is a less developed country, yet
with a great willingness to adapt
and to make progress. Whatever
business or sector you are in there
is a demand for your products in
Myanmar.
Preamble
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Brief history
The area that today is called Myanmar was assembled as a united empire as early as the year 1000 AD, when the long conflict between the
Himalayan Bamar people and the Tibetan Plateau’s Mon people ended. The conflict had endured so long that the two cultures had effectively merged, and left the country united. In the 11th century the Bamar king Anawratha converted Myanmar to Theravada Buddism,
and spent the country’s resources on golden stupas. The amount of resources used to build these stupas left the country weakened, and
an easy prey for the Mongols lead by Kublai Khan in 1287. This invasion, combined with the excessive use of money and other resources,
caused Myanmar to decline into what is known as the dark ages. Not much is known about the dark ages, but the traces of the Myanmar
history begins again with the arrival of the Europeans.
After a series of conquering wars, Myanmar became a part of British India in 1886. The British brought big changes, both in demographics as well as infrastructure, and many Burmese where unhappy. In 1937 Myanmar became a separate self-governing colony of
the British Commonwealth, and finally gained their independence in 1948. Following their independence, civil war broke out between
ethnic minorities. In 1962 General Ne Win took power, introduced socialism and brought the economy to a standstill. He resigned in
1988, after a series of confrontations between the military and the pro-democracy demonstrators. The military eventually crushed the
rebellions, and promised to hold elections in 1989. Aung San Suu Kyi organised an opposition party, known as the National League for
Democracy (NLD), which won the election with more than 85% of the vote. The military Junta put Aung San Suu Kuy in house arrest,
refused to hand over the power and arrested most of the NLD party leadership. Aung San Suu Kuy remained in house arrest until 1995,
and arrested again from 2000 to 2002, and 2003 to 2010.
In early May 2008 the Cyclone Nargis struck the Myanmar coastline, and left 138 000 dead and many thousand injured and homeless.
This caused Myanmar to open for international help for the first time in decades. In November 2010 a parliamentary election was held,
and the ruling Union Solidarity and Development Party won with over 75% of the seats. Former Prime Minister Thein Sein was elected
president, and named a government consisting of several former or current military officers. In spite of this the government has initiated
many reforms leading to a substantial opening of the long isolated country. Aung San Suu Kuy now servers as an elected Member of
Parliament, and most political parties have begun preparations for the next general election in 2015.

Overview
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The Political Climate
Moving from dictatorship towards
democracy, the USDP (Union Solidarity
and Development Party) is currently
the leading party in Myanmar, with the
former military general Thein Sein as
President. Currently 25% of the seats
are reserved for the military, giving
them veto power over constitutional
amendments. For many, the 2015
general election represents a test of
Myanmar transition to democracy.
Although the NLD (National League
for Democracy), fronted by the
immensely popular Aung San Suu Kyi,
is a clear favorite to win the election,
the constitution currently bars Suu Kyi
from taking office. Together with the
reserved seats to the military and the
experience the USDP have in running the
country, many expect the USDP and the
military to continue to play a key role in
the politics in the country in the coming
years. Hence, though it is impossible
to predict the outcome of the general
election, one can expect Myanmar’s
process of internationalization and
foreign investment to continue, or even
accelerate.

Historical overview

Myanmar gained its independence in 1948;
however, democracy in the country was
short lived. In 1962 a military coup led by
Gen Ne Win overthrew the government
and inaugurated “the Burmese Way
to Socialism”. The economy became
nationalized and a single party state was
formed with the Socialist Program Party
as the sole political party. In 2008, a new
constitution allocating a quarter of seats in
the parliament to the military, and banning
Aung San Suu Kyi from holding office, was
put into place (Vindo Anand, 2013).
In November 2010, the first election in
20 years was held. Though it was boycotted
4
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by several of political parties, amongst
them the three largest opposition parties,
47 parties signed up for registration, with
37 parties being allowed to run. The
military-backed party Union Solidarity
and Development Party (USDP) declared
victory, though many claimed election
fraud. In March 2011 General Thein Sein
was elected President, who launched an
ambitious reform agenda. The Myanmar
parliament was given a genuine role in
monitoring government policies, as well as
in legislative and budgetary matters. In April
2012 the National League for Democracy
(NLD), fronted by a released Aung San Suu
Kyi, contested in the by-election, winning
43 out of the 44 seats it contested (Nilsen
& Tønnesson, 2013).

The Myanmar Parliament and
the Role of the Military

In addition to his position as President, Sein
also holds the position as Chief of State
and Head of Government. The cabinet is
appointed by the President and confirmed
by the parliament (CIA, 2014).
The Parliament, being made up of
the lower and upper houses, has 664
representatives, comprised of 166 military
appointed representatives, 291 elected
representatives from the Myanmar-majority
regions, and 207 representatives from the
seven ethnic-dominated states. Hence, the
elected representatives make up 75% of
the bicameral Union Parliament, whereas
the military hold the remaining 25% of the
seats, as granted by the constitution (Din,
2014).
This makeup gives the military a veto
over constitutional amendments, as changes
to the constitution require more than 75%
of the votes in parliament. In addition,
the military backed USDP won closer to
75% of the seats in the upper and lower
houses in the 2010 election (including the

uncontested seats), meaning that there are
currently few nonmilitary representatives
in parliament, though NLD achieved great
success in the 2012 by-election (ALTSEAN,
2010). It is furthermore important to note
that the current President Thein Sein is
a former general, suggesting altogether
that the military still holds much power.
However, the military’s role could arguable
be said to be decreasing, as the budgetary
control of national budget and the defense
forces is now being exercised by the
President and Parliament and the legislative
control is with the Lower House Speaker
(Vindo Anand, 2013).
Each State/Region has a unicameral
legislative assembly, known as the Hluttaw.
The President appoints the Chief Minster
for each State and Region. The list of the
eight areas that the Hluttaw can pass laws
can be found in the Schedule Two of the
Constitution. They can legislate issues on
land revenue, municipal taxes on buildings
and land, as well as sale, lease and other
topics involving property of the State/
Region. The power to legislate on “Energy,
Electricity, Mining and Forestry” however,
is rather limited and revenues from the
exploitation of the natural resources of a
State/Region shall be paid to the Union
Fund, rather than to the State/Region
(MCRB, IHRB and DIHR, 2014).
Without any amendments to the
constitution, the military will play an
important part in politics also in the coming
years. However, despite the military’s history
of human right violations, land seizure, and
forced labor, our research finds that there
is some skepticism to NLD’s ability to
lead the country without the support and
experience of the USDP and the military.
There is a degree of certainty that whatever
the outcome of the election, the military
will remain an integral part of Myanmar’s
politics in the coming years.

The General Election in 2015

Today Myanmar has a single-member
constituency voting system, benefitting
larger parties. Despite this a great number
of parties split before the 2010 election,
as there were internal disagreements on
whether or not to boycott the election.
Currently, there are discussions of possible
mergers between the bigger parties taking
place within four of the seven ethnicminority states. These are taking place
between the two major Shan, Mon and
Chin parties as well as the two major parties
in the Rakhine State. The ethnic-minority
parties will have to compete against an
NLD fronted by Aung San Suu Kyi and the
mergers will ensure that they do not have to
compete with their own rival ethnic parties
as well (Nilsen & Tønnesson, 2013).
The general election in Myanmar is set
to late October or early November 2015.
A nationwide referendum has been planned
in May 2015, to adopt a draft constitution
amendment, though it has already been
announced that any amendments to the
2008 Constitution will only be enacted after
the election. Currently the constitution
bars Aung San Suu Kyi from standing for
President, meaning that if the NLD will
have to work with a President other than
Suu Kyi if they win the election (Htwe,
2014). That the government refuses to
amend the constitution calls into question
the possibility of free and fair elections in
2015 and the establishment of a democratic
government.
In line with other analyses (Kurlantzick,
2014), our findings reveal that if the
elections are free and fair, the NLD and
Aung San Suu Kyi will most likely not win
such an overwhelming victory as it did in
1990 (Borge, 2015) (Allender, 2015). There
is some doubt about NLD’s ability to lead
Myanmar without any support from the
more experienced USDP. Furthermore, the

USDP have undoubtedly also gained some
status recently as it is Thein Sein that have
successfully launched and implemented
Myanmar’s reform process thus far
(Kurlantzick, 2014).
Though it is too early to predict a certain
outcome of the election, there is little
dispute that if the election is free and fair,
Aung San Suu Kyi and the NLD will with
almost certainly emerge as the victors. With
the current constitution being what it is, the
NLD will have to govern the country with
another President than Suu Kyi, possibly
the current parliament speaker Shwen Mann
from the USDP (Aung, 2013). Without
much experience in parliament, some
claim that the NLD will nevertheless be
dependent on the experience and expertise
of the USDP, in addition to that the military
still hold 25% of the seats. There is also a
great amount of doubt that the election will
be free and fair due to current human right
abuses and deprivation of media freedom.
Hence there is little to suggest otherwise
than that the military will play an important
role in Myanmar’s politics regardless of the
outcome of the election in the next coming
years.

Recommendations

Despite the attention, the upcoming general election Myanmar has been given in international media few expect the direction
Myanmar is heading towards to change as
a consequence of the outcome of election.
This is partly due to the fact that although
there are many different possible outcomes of the election, the most probable
is that some way or another the USDP and
the military will continue to be central in
Myanmar’s politics. This is not necessarily so much of an issue: It is after all the
military that initiated the democratization
process and opened up Myanmar to the
outside community. Many military officials

have considerably more to gain from Myanmar being open to foreign investors than
they have to lose. In fact, these are seen to
vote more radical than the average local
businessman.
The human rights situation has declined
in 2014, reversing progress made since the
reform process commenced some years
earlier (Human Rights Watch, 2015). The
military-dominated government has been
criticized for repressing ethnic Rohingya
Muslims, limiting growing media freedom
and having blocked crucial constitutional
changes in advance of the 2015 elections.
Without a doubt there are several of critical
ethical aspects to consider before expanding to Myanmar. However, these aspects
will probably remain the same also after the
election in late 2015. Our research reveals
that there are few signs of disruptive political change as a consequence of the election. Hence, if the company is settled on
expanding to Myanmar there is no reason
to wait on the fence until after the election.
Still, there are a great number of companies
doing just that (Borge, 2015).
Main political parties of Myanmar
•
All Mon Region Democracy Party
(AMRDP).
•
National Democratic Force (NDF)
•
National League for Democracy (NLD)
•
National Unity Party (NUP)
•
Rakhine Nationalities Development
Party (RNDP)
•
Shan Nationalities Democratic Party
(SNDP)
•
Shan Nationalities League for
Democracy (SNLD)
•
Union Solidarity and Development
Party (USDP)

Poltical Climate
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The Economy
As the Myanmar government continues
to make progress on economic reforms,
and foreign sanctions continue to be
relaxed, growth potential is rising.
Initial reforms, such as the liberalization
of the foreign exchange and the
creation special economic zones, has
attracted foreign direct investment in
telecommunications,
infrastructure,
financial, and manufacturing sectors, and
bring growth to a previously stagnant
economy.
Myanmar enjoys some key advantages
in the form of its ASEAN membership,
geographic location, high per capita
resource supply, and attractive
demography. However, the country still
faces significant economic challenges;
macroeconomic and financial risks are
rising, and strained institutional capacity
is slowing reform.

A note on data

Due to poor or missing data, it is difficult
to consider Myanmar’s economic indicators
from before 2012, when the Kyat was
harmonized under one interest rate. Even
today, data is difficult to find, and their
verifiability is suspect, mainly to be due to
low organizational competence and not
malicious intent, sources in the country
report. It is therefore advisable to treat
any economic data from the nation with
caution.

Economic performance

Over the recent decades, the government of
Myanmar has reported high GDP growth
rates, averaging 12.2 percent between
2000 and 2010. (International Monetary
Fund, 2014) However, a broad coalition
of international organizations believe these
values to be highly distorted due to poor
statistical method, and issues with the
former exchange rate system. Using other
economic indicators, the International
Monetary Fund (IMF) has estimated that
average GDP growth from 2002 to 2010
was 4.6 percent. This low growth rate seems
primarily driven by low investment rates,
limited global integration, inefficient state
enterprises, and macroeconomic instability.
6

The Economy

Average GDP growth has since been
approximately 7% the following years,
mainly as a result of wide scale economic
and political liberalization. (Morrison, et al.,
2014) Myanmar’s share of world exports
is growing significantly, mostly driven by
increases in natural resource exports. As the
economy matures, this growth is most likely
to accelerate, especially with the opening of
offshore gas fields in 2017-2018. (Asian
Development Bank, 2014)

Inflation

The reported inflation rate was 4.2 percent
for 2011 and 6.2 percent in 2012, which
while low, seems to be exception to
Myanmar’s history of very high and variable
inflation. (International Monetary Fund,
2014) With increased economic growth,
multiple sources, including the IMF and
local analysts, predict stable inflation in the
next several years, kept in check by high
GDP growth.
The recent fall in oil price will most likely
help contain inflation, as Myanmar exports
oil and gas at fixed price agreements, and
imports at market price. While there is
high growth in labor and real estate costs,
this seems to reflect a lack of skilled labor
and real estate supply, rather than other
inflationary pressure, sources in the country
report.

Exchange rates and currency
reserves

Following floating the Kyat in 2012, the
currency has depreciated, but not as
much as some analysts feared. The Kyat
has stabilized at approximately 1000 Kyat
to the US dollar, with the Central Banks
method of auctioning off US dollars
to banks sustaining the managed float.
Upward pressure on exchange rates is
expected due to increased tourism, foreign
aid, and investment. (Asian Development
Bank, 2014)
In the 2013-2014 period, the
government’s
international
currency
reserves have increased significantly. While
these reserves are expected to experience
further growth as a result of increased
foreign direct investment, the country will

most likely remain well below the IMF
recommendation of 5-6 months of imports
in the short run.

Central bank independence

President Thein Sein signed a new central
bank law in 2013, granting the Central
Bank of Myanmar (CBM) a greater degree
of independence, and removing it from
the Department of Finance. However, the
degree of true central bank independence
is unclear, in part due to the leadership of
the junta-era central bank governor, there
seems to be a broad consensus that both he
and his support apparatus is pragmatic and
reform minded. (Economist Intelligence
Unit, 2013)

Government spending

The government continues to run a fiscal
deficit, with increasing transfers from the
Union Government to states and regions,
as well as spending on major infrastructure
projects. While tax revenues are increasing
in nominal terms, in part due to an
increasing revenue base and improved taxcollection, this will not be sufficient to
cover the government shortfall. As a result,
the underlying fiscal deficit is expected to
increase to 5.5 percent of GDP in the short
term. (International Monetary Fund, 2014)
The deficit is expected to fall in the medium
term due to administration reforms and in
the long term due to tax reform, multiple
sources in the country report.
Analysts at Grant Thornton expect the
government to cut tax rates in the near future
to increase economic competitiveness and
to induce the population to pay taxes. It is
also common for foreign firms to receive
tax holidays once they enter the country,
casting the government’s ability to cover its
costs in the short run further into question.
It is uncertain whether this will have a
positive effect in the medium to long term,
inducing a larger and more developed tax
base.

Capital markets

The financial sector in Myanmar is the least
developed in Southeast Asia, and among
the most immature financial sectors in
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the world. The economy itself is still cash
driven, and as of 2013, less than 10% of
the population had bank accounts, while
many places still do not accept credit or
debit cards. (Anon., n.d.) Many locals prefer
the informal capital market, where they
can receive loans at far better rates than
the 13% mandated by the government. In
the larger cities, debit cards and ATMs are
becoming more common, but the services
they provide, according to expatriates,
are inconsistent and not congruent with
Western standards.
The banking sector is regulated by
the Central Bank, which appears reform
minded and forward thinking. The
commercial banking sector is dominated by
largely inefficient state owned banks, which
lag behind international standards in terms
of competence and services. Anonymous
sources indicate that these banks may
have low capital bases, but this cannot be
confirmed directly.
As of January 2015, nine foreign banks,
all from Asia or Oceania, have received
licenses from the Central Bank. Foreign
banks are restricted to one branch each,
with operations limited to commercial
lending in foreign currency. While these
may not be able to reach the citizens of
Myanmar directly, it is likely they will
improve capital access and bring an inter-

bank market to the country. (Mahtani, et
al., 2014) Previously, few non-local banks
were willing to lend money for projects in
Myanmar, due to perceived risk of legal
action against the lender, which may be
changed with these new entrants.
The slated opening of the Yangon
Stock Exchange (YSE) in October 2015
might help address the nation’s capital
woes, spurring investment and non-bank
saving. However, while the Securities
Exchange Law was passed in July 2013,
little legal documentation specifying the
rules for securities and exchange trade has
been released, and it is still unclear what
standard the exchange will be held (Kumar,
2015) (Taniguchi & Thu, 2013). This said,
it will most likely be more successful than
the current Myanmar Securities Exchange
Centre (MSEC), which has only two
companies listed since its opening in 1996,
a limited number of employees, and little
influence in the economy (Tun, 2011).

Institutional capacity

Myanmar’s institutional capacity is low,
further aggravated by sweeping reforms.
Myanmar’s lack of qualified and skilled
labor applies not only to private enterprise,
but also to the government sector. This
lack of capacity is the most likely cause
of the government’s ad-hoc policy making

and “huddle” mentality, as they simply do
not have the resources to complete large,
overall reforms simultaneously.
This said, sources report that reforms
seem to be in good faith, and several
international businesses in the country
report transparent government processes,
as well as timely responses to inquiries and
applications. The piecemeal approach to
economic reform may be a result of “eating
a dragon piece by piece”, with China as a
cautionary example of too much reform
too quickly.

Recommendations

The primary hurdle the economy of Myanmar has to overcome is the lack of skilled
labor and poor capital markets. The introduction of foreign banks, and the slated
opening of a stock market in 2015, will do
much to ease the latter, while the human
capital issue is far more long term. A source
with business dealings in the country explained this to be a “generational issue”.
While the economy seems ripe for secondary sector industry, a service economy
will most likely not emerge until younger
well-educated Myanmar nationals return to
the country, and the education system improves.

The Economy
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Foreign trade
Following the political and economic
liberalization of Myanmar, many of the
sanctions placed on the country have
been lifted or suspended. This has
resulted in a radical increase in foreign
investment, but Myanmar still faces
challenges in the form of low foreign
currency reserves.

Foreign Direct Investment

Foreign direct investment (FDI) to Myanmar
amounted to US$6.62 billion from April to
December 2014 according to the Myanmar
Investment Commission (MIC), almost the
double of the total inflows of the 2013-14
fiscal year. Singapore-listed companies,
having invested a total of US$3.8 billion in
Myanmar, have dominated the inflows to the
country. China is still the dominant country
in terms of accumulated investment in
Myanmar, though they were only the fifth
biggest investor in the abovementioned
period. Other contributors are firms based
in the United Kingdom, Hong Kong, the
Netherlands, India and South Korea (Mon,
2015).
Myanmar assumed the chair of
ASEAN in 2014, having been a member
since 1997 (Sun, 2014). The main trading
partners of ASEAN today are China, EU
and Japan. ASEAN is transitioning into a
real economic community, with a slated
completion by the end of 2015, entailing
reduced trading barriers, and a free flow
of investment, capital, and skilled labor.
Undoubtedly Myanmar will benefit from
the ASEAN Economic Community
(AEC), as well as the Initiative for ASEAN
8
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Integration (IAI), which aims to narrow the
development gap between members and
to accelerate economic integration of the
newer members (Hansakul & Keng, 2013).

International sanctions

Prior to 2012, major trading nations, such as
the United States and the United Kingdom,
had strict trade embargoes implemented
on the country. Recently, many embargoes
have been lifted or suspended, but certain
restrictions still apply1.
The United States
The “Burma sanctions program” began
in 1997, under executive order by then
President Bill Clinton. These restrictions
were slowly eased in 2012, as democratic
processes started taking place in the
Myanmar.
For Norwegian businesses, the primary
concern should be that these restrictions do
not only apply to US entities, but also US
nationals.
Direct prohibitions
American individuals and entities are
prohibited from dealing in the property
and interests in property of an individual
or entity on the Office of Foreign
Assets Control (OFAC) list of Specially
Designated Nationals and Blocked Persons
(SDN). Transactions in the property and
interests in property of any entity that is
1) Note that this section is purely an overview of
the main sanctions and restrictions, and may not be
exhaustive.

owned 50% or more by a person on this list
is also blocked.
License regulated trade
The OFAC may authorize otherwise
prohibited transactions by issuing a license.
Activities requiring licenses, and general
prohibitions present in these licenses, are
presented below.
Financial services: While it is generally legal
to export or re-export financial services to
Myanmar from the United States or by US
individuals with a Burma General License
(GL 16), some restrictions still apply. It
is prohibited to provide financial services
to the Myanmar Ministry of Defense, any
armed group including the military, or any
entity in which any of the abovementioned
own a 50% or greater interest. It is also
illegal to provide financial services to any
person on the SDN list, and some Myanmar
banks and accounts are still restricted.
New investment: New investment in Myanmar
by US nationals is legal with a different
general license (GL 17), subject to certain
limitations and requirements. Similar to
financial services, investment with the
Myanmar Ministry of Defense, any armed
group including the military, or any entity in
which any of those mentioned above own
a 50% or greater interest is not authorized.
The license does not authorize transactions
with any person whose property and
interests in property are blocked under the
Burma sanctions program.

Transactions involving blocked banks: The OFAC
authorizes most transactions, including
opening and maintaining accounts and
conducting other financial services, with
four blocked financial institutions: Asia
Green, Development Bank, Ayeyarwady
Bank, Myanma Economic Bank, and
Myanma Investment and Commercial Bank,
provided the transactions are authorized
under the Burma sanction program. Any
US entity or individual is allowed to engage
in transactions with non-blocked Burmese
banks, subject to the requirements of any
applicable general or specific licenses.
License regulated trade
Transactions that are neither omitted nor
included by a general license can be grated
by the OFAC, which issues specific licenses
to applicants on a case-to-case basis.
Penalties
With penalties up to $250,000 or twice
the amount of the underlying transaction
against any person who violates, attempts
to violate, conspires to violate, or causes
a violation of the Burmese Sanctions
Regulations, it is not difficult to understand
that there is some reservation towards
dealings with Myanmar, particularly in the
financial sector. For Norwegian businesses,
it should be noted that Myanmar still raises
a red flag for some American institutions
(O. N. Borge, personal communication,
January 7, 2015).
The European Union / United Kingdom
The EU implemented several sanctions
and restrictive measures against Myanmar
in 2000, including freezing assets of certain
individuals with political and economic
connections to the military government
in Myanmar. Later, prohibitions were
introduced on the financing of certain
Burmese state-owned enterprises active in
the extractive industries.
Recognizing the country’s recent
transition from military dictatorship to
civilian rule, the restrictions (with exception
of the arms embargo) were first suspended
in 2012, for then to be lifted altogether in
April 2013. (The Council of The European
Union, 2013)
Australia
In response to the Myanmar government’s
failure to recognize the National League
for Democracy as the winning party of the
elections in Myanmar in 1990, a sanction
regime towards Myanmar was introduced.
The sanction regime originally included an
arms embargo, targeted financial sanctions
and travel bans.
In response to the recent positive

developments in Myanmar, the Australian
Government lifted the targeted financial
sanctions and travel bans in July 2012.
However, the government emphasizes its
ability to re-impose targeted financial and
travel sanctions regarding Myanmar. (The
Australian Government, Department for
Foreign Affairs and Trade, 2014)
Canada
Enacted in 2007, Canada’s sanctions
and export restrictions against Myanmar
prohibited most activities between a
Canadian party and Myanmar. The
sanctions included investment, exports and
imports, the provision of financial services
and technical data, the transiting of ships
and aircrafts, and dealings with designated
persons. Due to the recent developments
in Myanmar, the Canadian government
revoked most of the economic sanctions
against Myanmar. Myanmar has also been
removed from the Area Control List (ACL),
resulting in exports and transfers of goods
and technology from Canada to Burma no
longer being prohibited.

Trade in Myanmar
•
Main trading partners: China, Thailand,
Singapore, India and South Korea.
•
(Cimb ASEAN Research Institute,
2015)
•
Main exports: Natural gas, wood
products, pulses, beans, fish, rice,
clothing, jade and gems
•
Main imports are: fabric, petroleum
products,
fertilizer,
plastics,
machinery, transport equipment;
cement, construction materials, crude
oil; food products, edible oil (CIA, 2014)

Sanctions still in place
Certain sanctions continue to apply. It
is prohibited for persons in Canada and
Canadians outside Canada to deal with
persons listed in the Regulations. The list
cover 44 companies and 38 individuals
and the prohibitions include dealing in any
property held by or on behalf of designated
persons, wherever situated. Furthermore, it
is prohibited to enter into or facilitate any
transactions related to such dealing or to
provide any financial or related services
in this regard. Likewise the prohibitions
include a ban of making any goods available
to a designated person in the list, wherever
situated, and also to provide any finance or
related service to, or for the benefit of, such
a person.
In respect of property owned or
controlled by listed persons and related
proposed or actual transactions, Canadian
companies and individuals are subject
to the Royal Canadian Mounted Police

(RCMP) reporting requirement. Financial
institutions are required to monitor and
determine continuously whether they are in
possession or control of property owned
or controlled by or on behalf of a listed
person.
Finally persons in Canada and Canadians
outside Canada are prohibited from
supplying, transporting or otherwise dealing
in any arms or related material destined for
Myanmar or any person in Myanmar. The
military trade embargo further on extend to
the transfer of technical data and provision
of financial services related to military
activities or dealings in arms and related
materials. (Boscariol, 2012)

Bilateral Investment Treaties

Myanmar has seven investment treaties in
force, as well as having signed a bilateral
investment treaty with Japan in December
2013. Together with four other investment
treaties that have been negotiated with or
through ASEAN, Myanmar’s investment
treaties cover investment relationships
between Myanmar and 15 other countries.
These are China, Australia, New Zealand,
South Korea, India, Japan and the nine
other ASEAN Member states. However
some treaties seem never to have entered
into force, such as the bilateral investment
treaties with Kuwait, Laos, Thailand and
Vietnam. These treaties were signed in
2008, 2003, 2008 and 2000, respectively
(Bonnitcha, 2014).
Myanmar and the EU have started
negotiations on bilateral investment
protection
negotiations,
though
negotiations are made particularly tough
because of the human right issues
(Borderlex, 2014).

Recommendations

The landscape of foreign direct investment
in Myanmar is changing. More companies, including European companies, are
increasingly investing in Myanmar. There
are very few sanctions left outside of the
United States, and as this is increasingly
recognized, trade with Myanmar is becoming gradually streamlined. However, it is
important to notice the current sanctions
placed by the US government on individuals and companies. As direct consequence
of these sanctions, even legal transactions
from Myanmar sometimes raise a red flag
at the US counterparty. This can slow, and
possibly hinder, legal transactions between
a Norwegian branch and a US counterparty simply out of fear of risking to violate
the current sanction program. It can thus
be important to follow up the US party, to
clarify and justify why these specific transactions are legal.
Foreign Trade
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Government Intervention: legal and
political risks to foreign investors

The legal framework is undergoing rapid
change, as foreign investments create
demand for a more secure and clear
investment climate. Processes take time,
and companies who are willing to invest
time and effort, will in general experience a
government willing to listen and cooperate
– particularly in the case of large-actors
providing critical infrastructure and
development. Several legal changes have
been initiated and are under way. However,
there are still certain issues related to lacking
legal infrastructure.

constitution states that “the Union shall
not nationalize economic enterprises”
(Ministry of Information, 2008:10). This,
along with other specifications within the
legal framework, leaves the risk of direct
expropriation low.
However, uncertainties concern indirect
expropriations, be it changes in standards
or political priorities. One recent legal
addition aimed at clarifying the issue, the
Foreign Investment Law (FIL) of 2012,
specifies that compensation should be
awarded if expropriations take place. This
is in accordance with the customary Hull
Rule of international law, which states
businesses right for fair compensation at
market value in the case of expropriation
(OECD, 2014). However, this should not
be taken for granted with FIL, as it does not
determine the relative size of compensation.
According to chapter 13 in FIL, as well as
chapter 12 in the Special Economic Zone
Law, both prohibit nationalization in the
permitted period. The uncertainty occurs
concerning what will happen when the
permitted period is expiring.

Expropriations: Policies and Practice
Foreign investors dealing with Myanmar’s
investment treaties will find that all of
them contain provisions on expropriation
(Bonnicha,
2014).
The
Myanma

International Cooperation
The accession to the Association of
Southeast Asian Nations (ASEAN), along
with the 2013 accession to the World Bank
Multilateral Investment Guarantee Agency

Myanmar, as a resource rich and
ethnically diverse country, is prone to
conflict. Foreign investors are particularly
vulnerable to rapid change and instability
in policies and practice concerning land
and resources. International companies
undertaking risk assessment should be
aware of sector specific uncertainties,
partly due to insufficient legal coverage,
as well as the uncertainties concerning
indirect expropriations.

Legal Framework
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(MIGA) are significant game changers for
legal and economic investment guarantees.
The admission to ASEAN has facilitated
investment into the Myanmar for the
respective member countries, paving the
way for multilateral agreements on issues
related to foreign ownership and national
property. Countries outside ASEAN
have been relying on bilateral investment
treaties to offer the non-discriminatory
Current property laws and regulations in
Myanmar
1882: Transfer of Property Act
1894: Land Acquisition Act
1908: Registration Act
1987: Transfer of Immovable Property
Restriction Law
2008: The Constitution of the Republic of
Union of Myanmar
2011: Notification 39 on the Right to Utilize
Land
2012: The Farm Land Law
2012: The Management of Cultivable, Fallow
and Waste Land Law
2012: Myanmar Foreign Investment Law
2014: Condominium Law

standards and protection from dispute
with government. With the country’s
accession to MIGA, protection is offered
on a multilateral level. According to Keiko
Honda, the agency’s Executive President,
they will actively support “investments

in sectors such as energy, telecom, and
agribusiness […], investments that create
jobs and provide critical infrastructure”
(Interview with World Bank representatives,
December, 2013).
Land and property disputes
Land disputes are often concerning farming
land. The agricultural sector employs
approximately 70% of the population, and
changes in land ownership may therefore
have significant impacts on rural livelihoods.
A major challenge in this respect is the
lack of legal papers and documentation
– a problem that stems from a culture in
which an oral agreement is just as valid as
a written one. Thus, it can be difficult to
identify the real owner. Conflicts of interest
in rural areas usually occur between farmers
and the government, and are usually not a
major concern for foreign investors. In
urban areas, however, the picture is more
complex, with multiple parties involved
in the process. This is mostly due to
the complicated system with property
restrictions, with a system of leasing and
sub-leasing.
The 1987 Property Restriction Law
prohibits foreigners to own land and
physical property. The increasing amount
of foreign investments has pushed for a
change in this law, as demand for property

is immense, both in terms of business
facilities and private housing. With the
condominium law proposed in 2012,
foreigners have a greater access to housing
facilities, yet land still has to be leased.
The maximum period is 1 year, which
constitutes a significant risk, given the large
sunk costs and long-term nature of foreign
direct investments. Companies with largescale land requirements should therefore
consider entering into special agreements
with the government, in order to ensure the
project’s predictability.

Sector-specific risks

As the risks of expropriations are higher
when national interests are at stake, certain
industries should be prepared to comply
with a higher risk level. This applies
particularly to mining, which is a significant
contributor to the country’s GDP (Haijzler,
2010). According to the British consulting
agency Maplecroft, Myanmar is considered
an “extreme risk” destination to mining
(2013). Other sectors, such as oil and gas
are also prone to risk, having medium to
long-term investments, with large sunk
costs in an energy scarce country. However,
the broader picture seems to illustrate
a positive trend, with new national and
international regulations and initiatives
having a significant impact.

Recommendations

Being well prepared is key if your business
is to make success and avoid the major legal pitfalls in the Myanmar market. There
are few dispute settlement tools outside the
court system, which should be an incentive
for businesses to do their homework. An
advice regarding legal aspects and conflict
avoidance is to rely on consultants or inhouse lawyers to cover the juridical aspects
– especially for issues related to land lease
and property, as this area is still not covered by one single legal framework. What
is more, companies are advised to start and
maintain a good dialogue with governmental bodies, like the Myanmar Investment
Commission (MIC). This applies particularly for larger enterprises running major projects, like critical infrastructure and
energy supply. Moreover, with the MIGA
membership companies can enjoy greater
legal protection that before. However, it is
common practice in sectors such as oil and
gas to include a clause in the agreement regarding expropriation protection.
Be prepared for a time-consuming process.
With patience, legal expertise and a longterm perspective, the legal aspects are manageable.
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Corruption
Corruption and cronyism have been
embedded in the culture of the former
dictatorship. While the last years’
development has brought changes in
institutional and legislative framework
for fighting corruption, cultural norms
are not changed overnight. Despite
president Thein’s statement to fight
endemic corruption (UNODC, 2013),
international assessments of corruption
continue to rate Myanmar amongst
bottom scorers. For businesses investing
in Myanmar, corruption is a major
challenge that should not be overlooked.
The following sections present major
characteristics of the corruption risk
and concrete recommendations for
management of corruption risk.

Systemic corruption

In a business survey conducted for
the OECD, local companies identified
corruption as the greatest challenge to
business in Myanmar, slightly exceeding
lack of skilled labour and technology (Abe
and Molnar, 2014). In fact, around half of
the respondents replied that bribes were
necessary for registration of the enterprise.
While this survey is conducted among
local small to medium sized companies,
it exemplifies an important point; the
widespread and endemic characteristics of
corruption. Other surveys and rankings
illustrate the same point. Transparency
International’s Corruption Perceptions
Index 2014 ranked Myanmar 156/175;
with score 21/100, the same as Zimbabwe
and Cambodia and just one point above
Syria (Transparency International, 2014).
The changes in the Corruption Perceptions
Index over time show that the challenge
of corruption in public office is yet to be
12 Corruption

overcome; the first years after opening of
the country proved positive signs in the
battle against corruption, however the
improvements from 2014-2013 stalled
(Transparency
International,
2014).
Likewise, in the World Bank’s yearly
governance indicators rating, Myanmar
has consistently received very low scores
on control of corruption; for 2014 in the 12.4
percentile rank, which is the highest score
for the country in years (2014a).

Legal and institutional framework

Since Myanmar opened for foreign help
in 2008, legal and institutional frameworks
concerning corruption have changed.
The Myanmar government has started
to address the challenge of systemic anticorruption. Shortly after the ratification
of the UN Convention against Corruption
(UNCAC) the 20th of December 2012,
president Thein Sein announced a
“third phase reform” against corruption
(UNODC, 2013).
Anti-Corruption law of 2013
As part of enforcing the UNCAC, a new
Anti-Corruption Law was passed by the
Union Assembly Parliament in August
2013. The new law, which came into
effect on 17th September 2013, condemn
corruption and bribery in politics, public
sector and by other individuals, including
both supply and demand side of bribes
(Herbert Smith Freehills, 2014). Members
of the branches of government are
according to the new legislation required
to declare assets, additionally the bill sets
framework for investigation of bribery. An
anti-corruption committee consisting of
members from both houses in Parliament

and members appointed by the president
are to ensure implementation of the anticorruption law. The commission has
however yet to prove its relevance in any
accomplishments for anti-corruption.
Extractive Industries Transparency
Initiative
Myanmar has previously received critique
for lack of transparency in extraction
of valuable natural resources like fossils,
hydropower and minerals. The resources
are mainly concentrated in ethnic conflict
areas, in which there have previously been
little control and information on resources,
conditions and rights (Chêne and Hodess,
2012). In 2014, Myanmar was granted
membership of the Extractive Industries
Transparency Initiative (EITI), a global
voluntary reporting standard of natural
resource extraction for companies and
government. A national multi-stakeholder
group have been formed to establish a
work-plan and evaluate which sectors
and industries to include. Essentially, the
initiative require companies of extraction
industries to disclose payments to the
government, which discloses revenues
within extraction industries to the civil
society. The national multi-stakeholder
group, Myanmar Extractive Industries
Transparency Initiative (MEITI), has until
2016 to meet the seven formal EITIrequirements and publish its first report.
It is worth noting the importance of
enforcement, as previous studies have
shown that legal foundation is crucial for
effectiveness of the national EITI-group
(World Bank, 2014b). If properly enforced,
the initiative promotes transparency and
civil monitoring of resource extraction,
which could possibly improve trust in

High Risk Situations
Import, export and other licences
Customs

Year

2014

2013

2012

2011

Registration process

Corruption
Perceptions
Index score

21/100

21/100

15/100

1.5/10

Land acquisitions, property lease
and building licences

Corruption
Perceptions
Index rank

156/175

Taxation payment
157/177

172/174

180/182

Score and rank of Myanmar in the Corruption Perceptions Index published yearly by Transparency
International: positive improvements can be seen in the Corruption Perceptions Index from 2012-2013,
whereas from 2013-2014 there is no change in CPI-score. Note: The CPI scoring system changed in the period
2011-2012, results from years 2011 and after are therefore not directly comparable.

government.
Need for practical implementation
Even though increased legal and
institutional framework are positive, these
frameworks are by themselves no leapfrog
step excluded concrete implementation.
The Anti-Corruption law of 2013 requires
policies for practical implementation and
the anti-corruption commission has yet to
prove its value. Further, despite changes
in national implementation, enforcement
of UN Convention against Corruption is still
weak and need additional measures for
implementation. Distrust in government
and state institutions adds to challenges
for anti-corruption, as low levels of state
legitimacy reduce overall effectiveness of
legislative, institutional and implementation
efforts towards anti-corruption. Nationally,
there exist few independent sources
to monitor state of governance and
corruption. Government administration
is opaque and bureaucracy complex, with
strict state security authorities and limited
press freedom. For companies, it is worth
noting this opaqueness in government,
despite efforts on anti-corruption the last
years.

Corruption in public administration and judiciary

Public administration and government is
still closely tied to the military, in which
military still hold powerful positions in
ministries, parliament and through powerful
trade companies. Cronyism has been an
embedded part of the culture and for
decades there have been no formal selection
process. Prior to the new constitution
passed in 2008, and which were operative
from 2011, the country had no formal

High risk situations for corruption: our research
suggests there are some situations where companies
should be particularly aware of the risk of corruption.
In many cases this involve demands for facilitation
payments (tea money) or bribes in contact with local
bureaucracy. For political corruption and corruption
in judiciary, see the previous section.

separation of powers. The new constitution
of 2008 guarantee separation of powers and
independent judiciary, practice is, however,
somewhat different. The executive branch
has increased power on the expense of
the legislative and the judiciary branch,
in addition to close ties to military. Our
findings does in particular suggest systemic
corruption in judiciary, which is supported
by the 2013 report conducted by the
International Commission of Jurists (ICJ,
2013). Though lawyer independence has
significantly improved over the last couple
of years, the legal system is still plagued
by corruption, in forms of bribery, delay,
lack of procedural advancement and
obstruction (IJC, 2013). Still, there are some
improvements, including investigations of
high level grand corruption, exemplified
by the investigation of ex-minister of
Posts and Telecommunications (Vllasic and
Atlee, 2014).

findings suggest that companies do not
experience corruption as a particularly
bigger challenge than in neighbouring and
comparable countries. Foreign companies
report bureaucratic corruption is present,
yet avoidable through well-established risk
management and a value chain perspective.
Next, both companies, organizations and
individuals have a positive experience of
government’s effort on anti-corruption.
Critical voices have previously claimed that
changes in anti-corruption legislation and
institutional framework is purely to please
and calm foreign investors. Regardless
of intention, the previously mentioned
changes in legislative and institutional
framework and tone-at-the-top are steps
in the right direction. Multiple sources
highlight the way these positive steps can
be further promoted by foreign companies
and in benefit of both international
business and the civil society.

Business experiences on level
of corruption

Risk situations
In particular, our findings suggest that
bureaucratic corruption is widespread, in
for instance licencing, registration and land
acquisitions. In the World Bank’s Doing
Business 2015 report, Myanmar is ranked
at the very bottom for ease of starting a
business (2014b). As these findings account
for local small to medium sized start-ups,
findings are not directly transferable to
foreign establishments. However the report
indicate that companies should be wellprepared for time-consuming bureaucracy.
Foreign businesses often use local agents
to navigate in new markets; however, this
can backfire to the company’s disadvantage.
Agents have been known to use facilitation
payments for fast processing through
bureaucracy and involve in unjust actions

Businesses investing in Myanmar should be
prepared for the extensive use of facilitation
payments (locally referred to as tea money).
The following section describes results
of business experiences of corruption in
Myanmar, including business interviews,
interviews of professionals, research
reports and other sources. Concrete
recommendations based on the findings of
the research are presented in the end of this
section.
Business experiences and international ratings
It is worth noting that in spite of low
ratings on Transparency International’s
CPI and other international ratings, our
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on behalf of the company. The same
applies for suppliers, which according to
Vicky Bowman from Myanmar Centre for
Responsible Business could experience time
constraints as tighter than in reality. Given
corruption being such an embedded part
of the culture, foreign investors that want
to operate in a clean way could experience
delays, omissions and lack of administrative
progression. Several of the interviewed
companies do for example report customs
processes of several months due to the
company’s unwillingness to pay facilitation
payments (tea money).
Risk situations depend on sector and
size of the company and results from
research suggest that large multinationals
are less vulnerable to corruption. These
have both the financial resources and
political leverage to withstand and escalate
incidents of corruption. Companies of
small and medium size may not have the
same resources and power to sustain a
longer period of stall in operations.
Corruption – a major risk for investment
Even though public initiatives move
corruption out from the shadows, both the
UN ratification and the EITI are lacking
wholesome implementation, and further
steps need to be taken so ensure a real
improvement. For businesses, corruption
still represent a major risk when investing
in Myanmar. The understanding of
corruption in Myanmar should however
be nuanced, while corruption is endemic
and present at all levels of the society,
companies present in the country report
manageable corruption risk at level with
comparable countries. Firms investing in
Myanmar therefore need a well-designed
anti-corruption programme, anchored in
business culture and actively communicated.

Recommendations

Based on earlier identified risk situations
and from the extensive research behind
the report and, some key recommendations have been formulated. Next, Albert
Wolders and Ragnhold Georgsen from Deloitte present general red flag situations and
anti-corruption requirements.
• Anchor anti-corruption in local
business culture: firms firstly need to
establish values and standards to operate from, based on company profile,
as well as international and national
legislation. Norwegian companies are
bound by the corruption clauses of
the Civil Penal Code, which condemns
all forms of corruption, including facilitation payments and complicit corruption. In anchoring anti-corruption
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•

•

•

in the business culture, lie not only formal guidelines and procedures, more
importantly anti-corruption needs
to be communicated at all levels and
understood by employees. Essentially,
the company will need to build anti-corruption into the internal business
culture, which can require substantial
efforts due to different cultural understanding of corruption. Workshops
and dilemma trainings can be beneficial to promote a common understanding among employees of what
corruption is and how to deal with it.
Value chain perspective: businesses
should perform an extended due diligence to ensure responsible business
aligned with company values in the entire value chain.
• Explicit communication: companies need to be explicit in
communication of anti-corruption, to avoid misunderstandings with local suppliers and
agents. For instance, suppliers
may think that constraints are
tighter than in reality, therefore
engaging in corruption on behalf of the company
• Avoid or restrict use of local
agents: Intermediaries could, if
not clearly specified not to, engage in corruption on behalf of
the company to secure contracts
or avoid delays. Businesses
ought, therefore, to avoid intermediaries and instead go directly
to source to exert greater control of the business transaction.
If agents are used, these should
be explicitly told that the company requires clean operation
and is not willing to pay any facilitation payments.
Transparency and accounting:
proper accounting and transparency
is key to promote anti-corruption, as
it opens for external control. Further,
transparency can reduce scepticism
from world society and home market
consumers related to the investment
in Myanmar. Businesses are therefore recommended to report through
existing initiatives or public on a voluntarily basis. Businesses in resource
extraction industries are to be bound
by the Myanmar Extractive Industries
Transparency Initiative (MEITI) when
this is implemented.
Risk assessment and explicit
guidelines: firms are recommended
to perform a proper risk assessment
of activities to identify high risk situations, in particular the establish-

•

•

ment phase. This early phase includes
many bureaucratic processes, including many of the previously identified
high risk situations. Explicit operating
guidelines should be made for all the
activities identified as high risk and explained for all parts involved.
Time perspective for investment:
firms investing in Myanmar need to
understand the complexity of the
country, in terms of vast challenges
at different levels, systemic corruption
and an ineffective bureaucracy. Consequently, investments require a long
time perspective for success, as the
first phases are likely to be time consuming and resource demanding.
• Be prepared for delays. Clean
business without the common
use of facilitation payments can
delay or complicate simple bureaucratic processes of licencing
or registration. Because corruption is so widespread, companies that want to operate clean
need to prepare operationally
and financially for delays.
• Time to build an ethical internal
culture. Anchoring anti-corruption in the local business culture
takes time and can delay original
plans for expansion.
Knowledge sharing: because of the
endemic corruption in Myanmar, larger changes are more likely to follow
from greater, systemic pressure. Share
knowledge with other foreign companies. Practical knowledge sharing is
beneficial for businesses both in terms
of transparency and mutual learning.
• Common front towards government and institutions. In
particular, small and medium
sized businesses can benefit
from forming a common front
in anti-corruption issues, as it
increases political leverage and
reduce the resources needed in
each company. Firms operating
in Myanmar have previously had
success with escalation of incidents to high-level government
for resolution.
• Support local anti-corruption
initiatives. By supporting local
initiatives, firms can promote
civil society participation for
anti-corruption, which in the
long-term benefits business environment.

Helping companies identify and fight
corruption
Albert Wolders

Director ERS
Leader of Anticorruption
Deloitte Norway

Ragnhild Georgsen

Consultant Legal & Forensic
Deloitte Norway

Due to an increasing focus on battling
corruption, both national and international
legislators and organizations have
implemented strict anti-corruption laws,
proclaiming zero tolerance for corruption.
Especially the UK Bribery Act from 2010
shows the development in the view of anticorruption. The law is extra- territorial, and
can be enforced anywhere in the world.
The penalties for corruption expands from
fines to imprisonment and/ or corporate
penalties. In addition, a company associated
with corruption can experience a severe loss
or damage of reputation. Such reputation
damage can lead to enclosure form buyers
and suppliers and in some cases whole
markets.
It is therefore vital that foreign
companies have a clear understanding of
the signs and related risks of being exposed
to potential corruption in order to help
reduce corruption. Companies engaged
in international business should carefully
examine whether they have the effective
policies and procedures in place to manage
fraud and corruption risks.

The following section includes a
selection of red flags and considerations
that companies doing business in foreign
countries should be aware of.

Environment
•

•
•
•
•
•

The country where the transaction
takes place has a low score on the
Transparency International Corruption
Perception index or a history of public
corruption
Rumours circulating about unethical
behaviour by agents* or employees
Failure of company to respond
adequately to issues raised by
whistleblowers
Excessive pressure for sales without
appropriate ethics messaging
Significant use of third-party agents
Lack of transparency in third-party

•
•
•
•
•
•
•
•
•
•
•

contracts
Charitable or potential donation work
in at risk foreign jurisdictions
Unusual business relationships
Sales to government agencies with
high unit price, low frequency
Request for commission payments to
other countries
Payments to foreign countries,
especially tax havens
Excessive payments for services
rendered
Vague description of terms, conditions
and delivery in contracts
Lack of bid process
Favourable treatment of one supplier
over another
Losing bidders hired as subcontractors
Award of contract to candidate with
inadequate experience
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Agents
•

•

•

•
•

•
•

Excessive reliance on agents as a
means of obtaining work, such as:
• “Networking” with foreign
public officials is the agents only
qualification
• The agent makes reference
to political or charitable
contributions as a way of
influencing official action
• The agent has family or business
ties to relevant foreign public
officials
Unnecessary third parties performing
services. Some examples of this
include:
•
The agent proposes unusual or
overly generous subcontracts
• Agents
specifically
recommended by government
officials
Incomplete or inadequate disclosure
by third parties such as:
• The agent provides unusual or
incomplete documentation of a
transaction
Refusal to certify compliance with
anti-corruption laws and regulations.
The agent has hidden ownership with
undisclosed principals, associates or
subcontractors with whom fees or
commissions are split
Lack of contract with agent or
inadequate terms and monitoring
Unusual payment terms, such as:
• The agent requests upfront
payments
• The agent requests payment in
cash
• The payment requested is more
than one would normally expect
to pay for the services to be
rendered
• The agent requests an unusually
high commission
• The agent requests an unusual
method of payment such as
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•

payment through a third party
or payment in a third country
The agent provides excessive,
false or vaguely described
payment requests

Record keeping and transactions
•
•
•
•
•
•

Thin file syndrome for agents
Requests for payments to thirzd parties
Payments in cash
Political or charitable contributions
tied to agents
Poor documentation for expense
reimbursements
Contract payment oddities. Some
examples of this include:
• Payments to numbered accounts
or to “haven” or other offshore
banks
• Commissions or fees in
abnormal amounts not flagged
• Advance fees paid
• Significant
write-offs
on
government contracts
• Large termination fees
• Frequent undocumented change
orders
• Use of foreign bank drafts/
wire transfers with little
documentation

Training and promotion
•
•

Visits to vacation locations requested
for “training”
Lack of ethics or anti-corruption
training to sales people.

Tools against corruption

To secure compliance with applicable anticorruption laws and regulations, protect
your company’s reputation and create
awareness amongst your employees you
should consider the following tools:
1. Tone at the Top – Management
should take the lead in the fight
against corruption and create

awareness amongst its people.
Risk Assessment – Assess the risk
of corruption beforehand; what
is the likelihood of corruption in
that area/country and what are the
consequences should it occur
3. Policies and procedures – Design
and implement adequate policies
and procedures against corruption
defining situations, stating desired
attitude related to facilitation
payments, gifts, entertainment,
charity and political contributions
4. 3rd party integrity due diligence –
Make sure you have assessed every
third party you do business with
before you do business with them.
5. Contract provisions – Implement
adequate anti-corruption clauses in
contracts securing compliance with
laws and regulations and enabling
audit and/or termination in case of
corruption
6. Training – Create awareness
amongst your team of people by
providing anti-corruption training
including practical cases and
dilemmas
7. Responsibility – Have a designated
person responsible for compliance
and available for questions
8. Whistle Blowing function –
implement appropriate whistle
blowing procedures to be able to
respond appropriately to real life
cases and detect, investigate, report
and prevent corruption.
9. Financial & accounting procedures
– implement adequate control
procedures,
especially
within
the procurement and payment
processes.
10. Audit – audit your anti-corruption
program to secure compliance and
adequate implementation.
2.

Corporate social responsibility
Undoubtedly, the pioneers of foreign
investments in Myanmar have particular
influence in shaping the business
environment. Businesses are at the
same time dependent on local support
and market knowledge for successful
expansion. The choice of strategy for
corporate social responsibility (CSR) can
therefore play a vital role in influencing
the outcome of the investment. This
section presents the results from
business interviews and research on
the value of and recommendations for
corporate social responsibility.

CSR in the perspective of
Myanmar

Myanmar is lagging behind in most
areas of responsible business and
lack implementation of international
standards in areas such as labor & human
rights, and occupational health, safety
and environment (HSE). The legal and
institutional framework for businesses
operating in Myanmar is however fast
changing. Therefore, businesses that take
a proactive role can benefit from staying
ahead of the framework of minimum
compliance in Myanmar.
The responsibility of the pioneers
The recent opening for foreign investors
makes new, resource-rich investors
particularly influential in promoting
responsible business in Myanmar. Norms
and standards for international business
entering the Burmese market are yet to
be established, meaning that the pioneers
have a particular responsibility in shaping
the business environment. According to
Chief Representative Myanmar of Telenor
Group, Per Erik Hylland, the government
furthermore expects large multinational
companies to bring international standards
in for instance HSE and corruption,
which in turn promote positive change in
competing, local firms.
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The importance of local affiliation
After years of dictatorship and misspending,
there is natural skepticism towards the
government and to some extent foreign
investments. Most people express a positive
attitude towards foreign companies; still
they are not convinced about the benefits
of foreign investment for the country.
For instance, Chinese companies are
sometimes blamed for draining resources
from the country, which indeed holds
little benefit for the inhabitants. According
to several sources, people express less
skepticism towards Norwegian companies.
Business conduct of companies investing
in Myanmar will continue to shape the
impression and attitude towards foreign
companies.
Local support is crucial for both
navigation and success in the market.
Myanmar still has vast challenges at
different levels, which increase complexity.
These challenges include amongst others
infrastructure, human resources, corruption
and ethnic conflicts. For instance, firms are
dependent upon successful communication
with different ethnic groups in order to
establish a nationwide brand. According
to general manager, David Horvath, in
Jotun Myanmar, marketing and sales rely
on interpersonal communication, making a
positive reputation all the more important.
Corporate social responsibility could
hence provide mutual benefits for both
business and social development in order
to strengthen brand reputation.

Areas of attention

Myanmar is lagging behind in most
areas connected to responsible business,
including human rights, occupational health
and safety, anti-corruption, labor rights,
press freedom and freedom of association,
environment and child labor. The scope of
a report like this cannot give an exhaustive
analysis of each issue; instead, it exemplifies
some important areas of attention.

Human resource development
As elaborated in previous sections, the
labor force of Myanmar lacks the necessary
competencies and skills. Additionally,
retention of competent people is hard
due to increasing competition. For
development, Myanmar is dependent upon
an increasing level of education and skills
amongst the population. Coincidently,
business need to find, attract and keep the
right human resources, while at the same
time build local affiliation. CSR-strategies
focusing on human resource development
are therefore beneficial for both community
development and business development.
The Norwegian company Jotun employs
this strategy in developing and retaining
human resources, in which opportunity for
personal development increases affiliation
to the company, thus increasing retention
rates. This strategy can be expanded to
formal education programmes of various
size and range. Businesses could benefit
from establishing specialized education
programmes or skill-programmes designed
for needs within the company. Through
opportunities for personal development
and company influence, employees are
likely to experience increased affiliation to
the company, improving retention rates of
the company.
Implementing international standards
International standards on HSE, labor rights
and human rights can benefit development
in two ways. Firstly, through empowerment
of employees and community, in for
example increased purchasing power
and/or knowledge. Secondly, because
of competition for skilled labor local
companies are over time likely to start
implementing the international standards.
For instance, since labor rights and
occupational health and safety attract local
employees, competition for skilled labor
may also drive local businesses to change.
The same applies for other areas, where

foreign business in time can drive changes
in local business.
Military and military owned companies
The history of the former military
dictatorship still plays its part in modern
Myanmar. Ties between the government,
military and business are strong; with a
permanent parliament percentageand
strong military influence in business. The
two holding companies of the military, the
Union of Myanmar Economic Holdings
Limited (UMEHL) and the Myanmar
Economic Corporation (MEC) are both on
US sanction list (MCRB, IHRB and DIHR,
2014). Both of these conglomerates are
involved in multi-sectorial industry and
trade, with numerous affiliations, and
linkages to military owned companies
are therefore not always easy to detect.
Moreover, the regime has formerly been
linked to organized crime, including
narcotics, trafficking, illegal trade of gems,
timber and wildlife (Chêne and Hodess,
2012). In the Myanmar Oil & Gas Sector Wide
Impact Assessment, the Myanmar Centre for
Responsible Business (MCRB), along with
Institute for Human Rights and Business
(IHRB) and the Danish Institute for
Human Rights (DIHR), recommend firms
dedicated to responsible conduct to avoid
business with military and military owned
companies (2014). This recommendation is
valid for other sectors too; businesses ought
therefore to do extended due diligence to
avoid business linked to the military.

Recommendations

Based on the research behind this report,
some general recommendations are given
for how to conduct responsible business in
Myanmar. Obviously, there exist no activities that fit all companies; instead, we would
recommend companies to focus on core
activities within the company and implement CSR-activities that promote mutual

benefit to society and the company. In addition, the company should of course strive
to neutralize the negative impact on society.
• Establish standards aligned with sustainable business practice: firms need
to evaluate existing legislation in Myanmar compared with company values,
home-state laws and international
legislation. Firms are recommended
to align with international recognized
standards. In addition, different areas
will require more or less attention depending on the company, industry and
company profile.
• Value-chain perspective: firms should
have a value-chain perspective on responsible business and CSR. International standards may require due
diligence of suppliers and extensive
integrity. Due-diligence is therefore
recommended to ensure that suppliers
align with company values. By implementing international standards for
HSE, human rights and corruption
and promoting these amongst suppliers, foreign corporations affect the
future for international business in
Myanmar.
• Show caution with military owned or
affiliated companies, as these are often associated with breaches on human rights (MCRB, IHRB and DIHR,
2014).
• Integrate global business values in the
local business culture: A global business culture is not always transferred
easily to a new country, instead it may
require time and effort to find the right
people and build competencies, while
global business values become part of
the local business culture. This can be
a time-consuming process; however,
our findings suggest that this is beneficial in the long-term. Workshops and
training can be essential in transferring
and teaching local employees global
values and standards.

•

•

•

•

•

•

Focus on local affiliation and participation: connected to the abovementioned
recommendation, local affiliation is
important due to several reasons, including reputational effects on a local/
global level, market share and employee recruitment and retention.
Human resources programs: human
resources are a major challenge of investment in Myanmar, in the long term
businesses can therefore benefit from
investing in competencies and skills of
the community and employees.
Support of civil society programs
and non-governmental organizations.
Through support of local initiatives,
firms can promote civil society participation.
Focus on strategies related to core activities: depending on company activities, different areas are likely to be of
greater importance. The strategies for
corporate social responsibility should
be chosen based on what increases
the firm’s competitiveness in the longterm.
Knowledge sharing: frms are recommended to share knowledge and experience with other foreign and local
companies, suppliers and local organization to promote mutual learning and
social development.
Transparency and reporting: our findings show some skepticism towards
foreign investment and benefits, moreover many international organizations
and customers are critical towards foreign investment in Myanmar. Through
openness and public reporting the
company can promote trust and share
experiences and challenges from the
investment.
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Cultural Differences
The Myanma culture can hardly be fully
explained in a satisfactory manner
in the scope of a report like this. The
complexity of a culture stemming from
135 ethnical groups, a period under
colonial rule and several years under
military junta with “the Burmese way to
socialism” has all had its impact on the
present culture in Myanmar, and the
results appear to be a more fragmented
culture than elsewhere in the region
(Rarick and Nicherson, 2006).

Regional similarities

In general, the culture of Myanmar has
several similarities with its Southeast Asian
neighbours. One of the most prominent
features is the helpfulness of the people.
The people are in many ways very obliging
and willing to help, but also culturally
constrained to help regardless of their
subjective abilities. This implies that you
in some cases might get directions that are
incorrect, simply because the person asked
is unwilling to lose face and admit that he
does not know the answer to your question.
This feature is also prominent within the
business culture. Several of the conducted
interviews revealed that Myanma employees
are likely to agree to a given task, although
they might not have understood the essence
of the task, or might have realized that
they do not have the abilities to solve it. It
is simply not in their culture to say no. In
order to manage local employees one must
therefore give very clear instructions, and
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be sure to follow up on the progress more
regularly, and detailed than what would be
necessary in Norway.
Unlike most Asian countries, Myanmar
is not a particularly hierarchical culture.
Using Hofstedes cultural dimensions, this
implies a low score on the power distance
dimension (Charles Rarick, An Exploratory
Study of Myanmar Culture Using Hofstede’s
Value Dimensions, 2006). The culture of
Myanmar and the neighbouring countries
are thus inclined to demand justification
of the inequalities observed in society, and
to wish for equal distribution of power.
In the business culture, this dimension
can be transferred to the management
style. The Myanma people typically prefer
a less hierarchical structure, with a more
open and consultative management style.
This is not particularly different from the
management style in Norway, where the
working environment in general is more
informal compared to other business
cultures. Nonetheless, it is crucial to be
clear from the very beginning on what kind
of management style that will be applied
within the firm.

The Burmese Waiting Game

Like its many neighbouring countries, the
perception of and importance of time
in Myanmar is different from Norway’s.
According to our findings, it seems
especially the government officials’ view
of time is what culture theorist Richard
Gesteland refers to as fluid time, where

they are more people-oriented, rather
than task-oriented. It seems local business
people, like in many other Asian countries
have started to adapt a more task-oriented
view of time, especially in Yangon where
most western businesses reside. However,
when dealing with the government or even
small local contractors and partners, some
companies mentioned that keeping time
frames and schedules may prove difficult.
An example was given by an interviewee
who describes his visits with government
officials and ministers: Most large contracts
for infrastructure improvements are
decided by the government, and companies
will in many cases need to meet with
ministers directly in order to propose
and get contracts for their solutions and
projects. However, when you contact the
ministry you may get an appointment, but
they will not give you a specific time, only a
date. In other words you will need to travel
to Naypyitaw and expect to wait the whole
day. If you are lucky you will be summoned
first, and if not, like our interviewee
experienced with several occasions, it might
take hours or even days. The reason, he
explained, is the hierarchical system within
the governmental bodies. The minister
received a phone call from the president’s
office on two different occasions and
dropped everything in order to oblige. No
new time was given for his return, and our
interviewee simply had to get back in line.
While businesses in Myanmar prefer a low
power distance, our interviewee describes

a high-power distance in the Government.
This can perhaps be explained by an
influence of the long military rule and
traditions.

The importance of corporate
culture

A challenge many foreign companies face in
Myanmar is the shortage of skilled labour.
As a result, companies often compete
for the same workers and we have found
examples of entire work forces changing
employers over a minimal increase of pay.
This lack of long-term orientation differs
from the neighbouring Southeast Asian
countries, and combined with their high
uncertainty avoidance, the workforce is
used to living “hand-to-mouth” instead of
planning ahead. This means that for some
workers it is more important to earn a little
bit more right now in order to afford better
healthcare and education for their families,
rather than ensuring a lasting working
relationship with their employers.
Many of the companies we interviewed
during our research saw the importance of
keeping a loyal work-force and had found
means of keeping their employees by
focusing on corporate culture. They solved
it by not necessarily providing the best
salary, but by lowering power distances,
including the workers in decisions,
delegating responsibilities and continuous
follow-up and training. In combination
with good benefits and competitive salaries
they were able to keep their work-force

over longer periods of time by giving the
employees ownership of their efforts
and opportunities for advancements as
the companies grow. By taking the time
and effort to support and mould the
employees, the companies saw returns of
their investment through increased levels
of independency, efficiency and loyalty.

Recommendations

Based on the above assessment, the following recommendations are given to Norwegian companies in dealing with the culture
of Myanmar:
• Expect to meet and deal with people
of diverse backgrounds, both cultural-

Do’s:
•
Use the greeting of two hands closed
together similar to “Namaste” in India, or
nod your head followed by “Mingalarbar”
which means “Hello” or literally “May you
have an auspicious moment”.
•
Offer articles or business cards with both
hands, or with the right hand. The left
hand is considered dirty.
•
Keep your feet on the ground as much as
possible.
•
Wear clothing that goes below the knees
and covers the shoulders, generally dress
conservative.
•
Take off shoes when entering someone’s
home or offices, not including public
offices.
•
Keep in mind that a lot of Burmese are
vegetarian or don’t eat beef and pork if
you are offering food.

•
•
•
•

ly and religiously. Show respect.
Understanding the many various aspects of the culture will require time
and effort
Give clear and concise instructions,
and make sure the message has gone
through.
Follow up to ensure progress - a yes
might mean a maybe or even a no.
Be clear on what the employees can
expect from the management - and
what are expected of them in return.

•

Keep in mind that many Burmese do not
drink alcohol, especially women.
•
Always offer something more than once,
as it is polite to refuse the first time.
•
Expect to give gifts and tokens of
gratitude/tips after a job is completed.
Dont’s:
•
Men should not touch women in public.
•
Hug or kiss in public – it is illegal.
•
Touch someone’s head. This is
considered being treated like an animal.
•
Point your finger straight into someone’s
face
•
Handle religious images with disrespect.
•
Wear shoes or socks inside temples or
compounds, places where Buddha’s
images are kept or monks/nuns reside.
•
Be openly homosexual – homosexual
acts in Myanmar is illegal (Penal Code, Act
45/1860, Section 377).
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Recruiting in Myanmar: the challenges
of a tight labor market
Companies wanting to start a business
or establish a subsidiary in Myanmar will
sooner or later face the challenges of the
recruitment process. The labor market in
Myanmar is extremely tight, which is due
to both the increasing demand for skilled
workers from international companies
on the one hand, as well as decades of
marginalization of the education sector
on the other. Traditionally, it has been
widely known among state officials and
bureaucrats that any transfer to the
ministries of education, as well as those
of culture and health, were intended as
a punishment for poor performance.
Today, the results are evident in the form
of lacking expertise within all sectors.

Sector-specific divides

Within the areas of finance and
accounting, several of the executives
and HR departments we have spoken to,
confirm that the labor supply is slightly
more reliable, both in terms of quantity
and qualifications. Nonetheless, there is a
great demand for more expertise, especially
as the banking sector is opening up and
expanding. As far as the other sectors are
concerned, expatriates from neighboring
countries such as India, Bangladesh,
Thailand and Pakistan, have to a large
extent saturated the demand. Companies
should be aware that cultural clashes may
occur when applying this strategy, due to
religious, as well as historical issues.

Looking abroad

A trend that can be seen is companies
hiring from the Myanma diaspora. This is
a resourceful group, having education and
work experience from countries such as
Singapore, United Kingdom and the United
States. However, one should be aware of
the value added that those workers have
obtained, and the requirements they have in
terms of standards, such as salaries, services,
housing facilities etcetera. Nonetheless,
those people constitute a particularly
valuable group of workers as they have
internationally acknowledged skills and
practice, a high English proficiency,
experience from international teams,
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and not least, the insider’s knowledge of
Myanmar, in terms of language, network
and cultural understanding.

Ethnic conflict in the labor
market

Another challenge is related to the term
local. If one operates within the more
remote areas, and bring in what you will
refer to as Burmese locals from Yangon,
one should be aware that they are not
considered locals within this specific
community (MCRB, IHRB and DIHR,
2014). As the locals on community level
rarely have the skills required for the
projects at stake, one is dependent upon
bringing in expertise from more central
areas, or even abroad. However, measures
should be taken to avoid conflict. A strategy
could be to involve in dialogue at an early
stage, pointing at the community gains of
the specific project, and if possible engage
locals through training, which may make
them suited for light or semi-advanced
tasks.

Language barriers

In terms of language barriers, the low
level of professional English among the
workforce is an everyday challenge within
all sectors. According to recent polls, and
as illustraded illustrated in figure 1, 90%
of the population in Yangon speak either
poorly English, or nor English at all (Thura
Swiss, 2014). However, there seems to
be a willingness to learn, and this is well
reflected within the cultural sphere and the
mass media. In contrast to its neighbou
ring countries, Myanmar television does
not dub English-speaking programs, but
is rather using subtitles. This will clearly
have an impact on the English proficiency,
especially among the younger generations.
The rapidly increasing use of mobile
phones,phones and data usage in particular,
is also likely to have a significant impact on
language skills, as people seek knowledge,
entertainmententertainment, and contact
beyond the previously closed borders.

Recruitment strategies

When recruiting within the Burmese

Myanma labor market, international
actors should be aware of their role as a
development agent in the country. Through
internal training and skill development,
companies can contribute to a sustainable
supply of workers in the market. As the
labor market is extremely tight, companies
will face competition. International
employers will run the risk of having shortterm employees, using the position to climb
career layers. This applies especially for the
small and medium sized enterprises. A
tactic expressed by most of our informants
in this regard, was the emphasis on
positive working environment, a relatively
flat structure and a focus on personal
development and future career prospects
within the company. Larger companies on
the other hand, should be aware of their
role as a great customer consumer of labor
services, and should apply recruitment
strategies accordingly – focus should be
on employing with long-term development
of a sustainable labor pool. Making sure
there is a certain amount of skilled labor
remaining in the market is key in order
for small- and medium sized businesses to
develop and for crucial growth, innovation
and cluster effects to take place .

Legal framework

The Myanma labor force is not enjoying full
legal protection, with the lack of an overall
labor legislation as the main issue. Yet, there
are a number of labor laws that employers
should be aware of, the oldest ones dating
back to the 1920’s and still being in effect.
When the Labor Organization Law came
in 2012, it was the first additional law
regulating labor issues in sixty-three years.
An additional law, the Employment and
Skills Development Law, came into effect
in 2013, and is aimed at providing training
to develop the labor pool. Due to the fact
that a lot of the laws are not updated to
suit an international and more competitive
labor market, companies should expect
changes in the near future.
Crucial legal regulations and practices
for employers to know, can be summarized
as follows:

2%

Fluent English

5%

Good English

46%

No English

47%

Poor English

English Speaking Proficiency Level in Yangon, Thura Swiss (2015)

Contracts: All employees are obliged and
entitled to have a contract, which should
be registered with the Ministry of Labor
within 30 days.
Expat employment: Work visas are issued
as stay permits, in combination with reentry visas, and are issued for six to 12
months.
Leave: Public holidays in Myanmar are
multiple, and employees are entitled
fourteen public holidays off, with full
payment. In addition, they may have ten
days of vacation, after one year of full
employment. Workers are further entitled
to six personal days, and thirty days of sick
leave.
Social security: The social security rate
is 4%, shared between the employer and
the employee, with a 2.5% and 1.5%
respectively, given that the company
employs more than five people. The aim is
to provide coverage for expenses related to
health, injuries, maternity leave and so on.
Trade Unions: Labor formations became
legal with the Labor Organization Law as
of 2011, and are now numerous. Strikes are
permitted, on the condition that a notice
is given in advance – fourteen or three
days ahead for public and private firms
respectively.
Wages: The minimum wage law passed
in 2013, stipulates a framework for wage

determination, based on factors such as
type of industry and costs of living. Salaries
are to be paid in kyat on regular workdays,
and legal action might be carried out in the
case of delayed payments. Average monthly
salary salaries are 70-80 USD, which may
add up to 100-120 USD when overtime and
insurance costs are added (Clean, 2014).
Working hours: A regular week consists
of six workdays, with Sunday off. Weekly
work hours span from 44 to 48 hours.

Recommendations

Based on the above assessment, the following recommendations are given to Norwegian companies in the process of recruiting
and employing locals in Myanmar:
• The labor market is extremely tight. Be
prepared to look abroad for suitable
candidates. A combination of international and local employees is recommended, in order to contribute to
increasing skill and knowledge levels in
a sustainable matter.
• Be aware of your role as a shaper of a
safe and sound working environment.
• Know your strengths as an employer. The competition in the skilled and
educated layers of the labor pool is
immense, thus focusing on core corporate values such as personal development, future possibilities and a fa-

•

•

•

vou rable working environment is key.
A Norwegian structure of flat hierarchy, combined with an Asian understanding of clear management roles is
often proving successful1.
While there is a general lack of a
broad set of skills, make sure to provide training aimed at developing the
specific expertise required within your
company. The market value of skilled
workers is substantial, thus employers
should focus on core activities in their
skill development programs
Contribute to the further development
of the labor pool, by encouraging a
culture of knowledge sharing and skills
development. This applies both within
the internal corporate environment, as
well as in the macro environment.
Think long-term – the Myanma labor
force is lacking skills and knowledge,
but are willing to learn. Combined
with a relatively high literacy rate, the
potential for rapid learning is large.

1 This was the most common strategy for
organizational structure among our informants.
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Ethnic Conflicts
There are over 135 different ethnic
groups in Myanmar (Burma Citizenship
Law of 1982, 2013), and ethnicity has
been the source of unrest and many
civil wars. These conflicts are generally
concentrated around the border area of
Myanmar, where most minorities reside
and natural resource wealth is high. As
a result, companies that wish to invest
in Myanmar seem to face a tradeoff
between operating in non-conflict
areas, which include only about 60%
of the population, or spend much time
conducting a detailed consultation of
the local community to operate in the
resource-rich areas. Ethnic conflicted
areas represent both opportunities and
challenges.

group in Myanmar. Around 60% of the
population belongs to this group, which
controls both the government and military.
The remaining 30-40% of the population
is comprised of many different minority
groups, mostly settled around the border.
The border regions possess a great amount
of natural wealth, including minerals and
gems, hardwoods, hydropower, and natural
gas deposits offshore. As a result, the
military has forcibly removed people from
these areas to develop projects and extract
resources, causing many people to become
internal displaced or refugees.

Current situation and history

The seven biggest ethnical minorities in
Myanmar are the Chin, the Kachin, the
Karenni, the Karen, the Mon, the Rakhine,
and the Shan. (IRIN, 2012). Myanmar is split
into seven states, each named after these
groups. The majority group, the Burman
people, is influential in politics, trade and
economics, and hold most important
positions within these sectors. However,
different ethnic groups have fought for
equal rights and influence in politics and
economics. Several of these have their own
armies, resulting in interethnic conflict.

Interethnic conflicts

The Burmans are the majority ethnic
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Distribution of ethnic groups in
Myanmar: The Burmans (deep purple in
this illustration) constitute about 60% of the
population.

The UN Special Report on the Situation
of Human Rights in Myanmar states

that between 1996 and 2006 the conflict
generated an estimated 1 million internally
displaced persons (IDPs), many of whom
belong to minority ethnic nationalities
(2014). At the same time, roughly half a
million Myanmar refugees live in Thailand,
China, India and Bangladesh. (Oxford
Burma Alliance, 2013)
Historically, the Myanmar army’s
rebellion against ethnic minority opposition
groups has resulted in numerous violations
of international human rights. The military
has a violent history; when they arrived
the minority villages, they used people as
slaves, ruined villages and raped and killed
many of the inhabitants. The minorities
has have made some armed resistance,
but ion a much smaller scale. (Amnesty
International, 2008)
The conflict has prevented the
economic development in the border areas
of Myanmar. In these areas, the poverty
rates are high -- in the Chin State, 73%
of the population lives below the poverty
line (International Crisis Group, 2014).
Parts of Kachin and Shan are among the
most demanding areas in Myanmar, with
rebel armies consisting of up to 30,000
militants. An establishment here will require
cooperation with these.

Religious minorities

Muslims, who live in many parts of
Myanmar, are a minority of the population.
Anti-Muslim sentiment and discrimination
are widespread, and intercommunal

violence between Buddhists and Muslims
broke out in Rakhine State in 2012. As a
result of this conflict, 143 000 people in
Rakhine State remain displaced (UN Office
for the Coordinations of Humanitarian
Affairs, 2013).
Some members of the Buddhist Sangha
in Myanmar lead the ““696” movement”,
which claims that Muslims are trying to
take over the country. This movement
encourages
Buddhists
to
boycott
Muslim businesses (ICG, 2013). The
telecommunication provider Ooredoo has
had some problems in Myanmar because
of its Arab origins.
Christians comprise a small minority
in the country, and as other members
of minority religions, are generally not
promoted to senior positions within the
civil service or military.

Operating in Ethnic minority
areas

Operating in conflict-filled areas is
demanding, both for extractive industries
and for importers/exporters operating
across the border. Investment and
especially resource extraction in the ethnic
states require a long-term trust building
process. According to Myanmar Centre of
Responsible Business’ field assessments,
the pre-investment process of the
companies, which are present in those areas,
involved little to no consultation with the
communities (MCRB, IHRB and DIHR,
2014). . Companies should be sensitive and

responsive to the prevalent view that ethnic
minorities see very little benefit from the
operations, especially the extraction from
the oil and gas companies, and thus local
connection and communication throughout
the process is vital.
The Myanmar State has historically
never been present in the armed areas.
Companies who are going to invest in
these areas would need to undertake a
detailed consultation with the group that
is the authority in that area. According to
sources in the country, it is common to
States of Myanmar
•
Shan State: 145,600 IDPs (TBBC, 2011)
•
Karenni State: 35,100 IDPs (TBBC,
2011)
•
Pegu Region: 44,900 IDPs (TBBC,
2011)
•
Karen State: 106,800 IDPs (TBBC,
2011)
•
Mon State: 40,000 IDPs (TBBC, 2011)
•
Tanintharyi Region: 77,600 IDPs
(TBBC, 2011)
•
Kachin State: 55,000 IDPs (UN-OCHA,
2012)
•
Chin State: 65,000 (Physicians for
Human Rights, 2011)
•
Rakhine State: 80,000 IDPs (Narinjara
News, 2002)

have State Liaison Officers (SLO), at state
level, who have a local background. These
SLOs typically work as teachers or social
workers, and talk with citizens in these
areas, informing them about businesses
and what plans they have in their local area.

These precautionary activities may be time
consuming, but are necessary.

Recomendations

A large share of the population and vast
amounts of natural resources are concentrated in minority areas. Eliminating these
areas, companies eliminate large amounts
of the market and possible resources. However, operating in minority areas requires
careful preparation and prevention. Detailed consultation with the local community is vital in order to inform and involve
the people. This requires early preparations
for assessing risk, security, and group orientation.
Based on our research, and extensive
communication with locals, as well as
businesses operating within conflict areas,
we will give the following recommendations:
• Utilize locale representatives with local
knowledge. These can act as mediators
and increase local anchoring.
• Do not give any areas special treatment
• Businesses might need permission
from both local and central authorities.
Some places this also applies for rebel
armies – for instance in Kachin and
Shan. Make sure that you operate as a
neutral part in those processes.
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Gender Equality
In business

Based on our interviews with different
sources, being a woman running a business
in Myanmar is not more difficult than being
a man. As figure 1 illustrates, minimum 80
% of businesses confirm that a woman and
a male in the same positions do receive the
same wage (Abe and Molnar, 2014). The
same survey-based study further concludes
the satisfaction among female respondents
regarding employment opportunities to
be higher than by overall respondents,
87 % and 84 % respectively. According
to Ola Nicolai Borge at Grant Thornton
Myanmar, running a family business is quite
common, and thus you find a great number
of women in different positions, even in
executive roles (personal communication,
January 7, 2014).

Education and political
representation

However, the picture is slightly different
when looking at education and politics.
As Lway Aye Nang, secretary-general of
Women’s League of Burma (WLB) has
stated, “in both the cities and in rural
areas, there is a greater likelihood that
parents may keep their boys in school and
take the girls out. Family members do not
support daughters going to school if there
is limited funding.” (Macan-Markar, 2010).
Consequently, the faulty educational system

leads to the deepening of differences
between genders, consolidating inequality
within the society. Moreover, the military
rule has slowed down the progress of
increasing women’s participation in politics

and women’s rights, she has contributed to
empowering women’s voice in the ongoing
democratization, and has undoubtedly been
shaping the political climate in Myanmar.
Even though she has announced her
candidacy for the 2015 elections, the new
constitution has included a clause on having
children with non-Burmese passports –
which in effect stops her from running for
presidency.

Recommendations

No measured wage gap between the genders: Abe
and Molnar (2014)

(Global Justice Center, 2013). The 2008
Constitution, which guarantees a certain
military dominance within the political
system, is the main barrier hindering women
from increased political power. By creating
a political infrastructure so closely linked
to the military, obviously created a strong
gender bias. This bias is further illustrated
by the low rate of female representatives in
parliament – currently at about 6 % (UNDP
, 2014). Hence, Myanmar is ranked as 80
out of 148 countries in the UN Inequality
Index (GOV.UK, 2015).
An important role model in terms of
promoting gender equality is Aung San Suu
Kyi. Being a significant impetus for equality

In summary, the gender equality in Myanmar is improving, and compared to other
developing countries, the situation is fairly good. The majority of the international
companies operating in Myanmar do not
experience gender discrimination at work.
However, this deviates when viewing at
politics. This year’s elections will be interesting and crucial not only to democracy,
but also in terms of women’s influence in
the society. In addition:
• Be aware of the differences in
perceived inequality across different
sectors and areas of society
• Norwegian companies are encouraged
to promote a gender equal practice, by
supporting and mentoring their employees, and especially women, so that
they strengthen their capabilities and
capacity.
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Education
Structure

The education system in Myanmar has
several structural challenges. It is currently
organized through several committees
and councils, with the Union of Myanmar
Ministry of Education (MOE) being the
highest executive authority. These bodies,
however, are potentially subject to policy
changes within the education sector, the
most recent being with the education
reform of 2014. Due to protests from
students, teachers and academics, the
reforms have been postponed multiple
times.

English

The low level of English proficiency is an
outspoken challenge among businesses
seeking to recruit from the Burmese labour
stock. Despite it colonial roots to the British
Empire, the language is not used outside of
the international corporate environment
and the tourist sector.

Initiatives

As the majority of the adult population
has a very limited educational background,
training and lifelong learning programmes
are crucial if the workforce is to develop
and adjust to current and future demand.
The education sector is struggling with
a large amount of dropouts and slow
progression. A significant proportion

of the working force has neither the
academic nor the practical skills in an
increasingly competitive working climate.
As an initiative aimed at overcoming these
challenges, the Government has established
a Technical and Vocational Education and
Training program (TVET), which has been
launched as one of six focal areas under the
Comprehensive Education Sector Review
(CESR) initiative. The targeted groups,
according to governmental sources, are
primarily youth, school dropout and
vulnerable. The industrial focal areas
are related to “construction, electrical,
electronic, mechanical, hotel and tourism,
pharmaceutical and nursing, agriculture
and livestock breeding.”, among others
(TVET Myanmar, 2015).

•

•

Main Challenges

The challenges for the education sector in
Myanmar are many, and need long-term
solutions and strategies. However, there are
some challenges that seem more evident.
They are summarized as follows:
• Despite increased government spending on educational services, there is
a lack of earmarked funds for basic
equipment, such as furniture and other
physical assets.
• The process of broad inclusion is still
a challenge in geographical, socio-economic and linguistic terms. The latter

•

is mainly a question of the role of ethnic, cultural identities. Despite changes
in the status of ethnic languages, all
formal education is still carried out in
the Burmese language.
Decades of military rule have influenced the curriculum, reflecting
a non-critical, streamlined mindset.
This is not only an outspoken challenge for labor-seeking business – it is
also an obstacle to the value creation
enhanced by innovation and development, assets that are crucial for the
further growth and prosperity of the
Burmese economy.
Due to structural problems, a great
challenge to be overcome is the mismatch between the skills obtained
through university degrees and those
in demand by the growing industrial
sector. This issue applies both in terms
of dated and non-applicable knowledge, as well as practical skills needed
to operate in the everyday business environment. This has been particularly
evident within disciplines such as geography and natural science.
There is a great demand for qualified
teachers at all levels of the education
scale. Many of the teachers lack both
the academic knowledge as well as the
more practical teaching skills necessary
to educate a workforce for the future.
Education 29

Healthcare
Myanmars low expenditure
cause major challanges

Despite an increase from 0,2 % to roughly
2 % of GDP, governmental expenditures
on the Myanma health sector remains
one of the lowest in the ASEAN region
(Shobert, 2013). In comparison, countries
like Laos and Cambodia spend 4.5 % and
5.6 % respectively. The public health care
system is administrated by the Ministry
of Health (MOH), and main hospitals are
located in Mandalay and Yangon (Ipsos
Business Consulting , 2013). The meager
expenditures have caused major challenges
within the system, and have affected the
population’s health situation negatively,
which in turn has limited the country’s
possibilities for progress.
A UNICEF report tracked that the
maternal mortality rates are high (240 per
100,000 births), as well as the under-5
mortality rate (66 per 1000 births) (Asian
Development Bank, 2012). Further, among
the under-5, 30 % are underweight, with
major outcome of tuberculosis, malaria and
diarrhea. The HIV treatment is extremely
low, which covers only 1 in 3 people of
those in need. Compared to the other
countries in the region, Myanmar has
the lowest life expectancy, at less than 65
years on average (OECD/World Health
Organization, 2014).

High level of need for services
and facilities

With the increasing population, the basic
health care services and facilities and rural
health centre infrastructure are lagging
behind due to the under-compensated
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personnel, frequent stock-out of medical
devices and essential medicines, and
disparities in affordability (OECD/World
Health Organization, 2014). Consequently,
the access to rural healthcare is suboptimal
and inadequate.
To illustrate the inadequacy of the health
care system, one can look to the public
health clinics in the provincial areas. There
will be signs indicating there is a public
health centre, but the probability of finding
a doctor is minimal. In order to persuade
the doctor to come, people have to pay
for it. Most of the doctors set up a private
clinic and work for themselves, regardless
of whether they are employed in the public
sector or not (V. Bowman, MCRB, personal
communication January 9, 2015). Hence, it
is very rare that you will find a doctor in a
public hospital. This also leads to the vast
majority entering a private-pay polyclinic
or monastery where they get basic primary
care services for a smaller fee (Shobert,
2013).

Other challenges and role of
NGOs

Another rising issue is the growth of
the geriatric population. The World
Health Organization (WHO) estimated
6 million older people, approximately
10 %, to be vulnerable persons (World
Health Organization, Country Office
for Myanmar, 2014). Based on their
research, common health problems were
heart disease, cancer, strokes, high blood
pressure, lung diseases related to smoking
and musculoskeletal problems. Myanmar
Health Vision 2030 was passed in 2000

and is a health development plan aiming
at improving and expanding the health
facilities and services, reducing the public
health impact of communicable diseases
and to give training in HR within the
entire nation (World Health Organization,
Country Office for Myanmar, 2014).
Most of the people in Myanmar live in
rural areas, under poor conditions, and due
to climate changes, the country is vulnerable
to environmental shocks. Therefore, nongovernmental organizations play a major
role in the field of health. UN agencies and
NGOs such as UNICEF, UNDP, Myanmar
Maternal and Child Welfare Association
(MMCWA) and Myanmar Red Cross Society
(MRCS) operate to support and promote
health-care services in rural areas (World
Health Organization, Country Office
for Myanmar, 2014). Especially, after the
cyclone Nargis hit Myanmar in 2008, both
local and global NGOs played a major role
in supporting and helping affected families.
In addition, several organizations have
educational programs concerning health,
water and sanitation (Asian Development
Bank, 2012).

Recommendations
•
•
•

Make sure your employees are sufficiently covered by health insurance.
Be prepared for emergencies and disease – know where the more adequate
hospitals and clinics are located.
Engage in health awareness and programs if possible – both within your
organization and within society in general.

Myanmar Taxation
Ola Nicolai Borge

Grant Thornton Myanmar

The Internal Revenue Department under
the Ministry of Finance and Revenue
announces and issues notifications and
updated rules and regulations of taxation
in Myanmar. The taxation in Myanmar is
governed by:
• The Income Tax Law (1974)
• The Commercial Tax Law (1990)
• The Myanmar Stamp Act (1935)
• The Law Amending the Income
Tax Law (2014)
• The Law Amending the Commercial
Tax Law (2014)
• The Law Amending the Myanmar
Stamp Act (2014)
• The Union Tax Law (2014)

Individuals and Resident criteria

Income tax is levied on non-resident and
resident individuals. Foreigners who stayed
in Myanmar for at least 183 days during
an income year (same as financial year, 1
April to 31 March) are considered resident
foreigners. Regardless of the period of stay
in Myanmar, foreigners who are working
for a company set up under the MFIL are
treated as resident foreigners. Residents
are subject to income tax on all income
derived from sources inside and outside
of Myanmar. Non-resident foreigners are
taxed only on income derived from sources
within Myanmar.

Tax rates

From 1 April 2014, the income tax on
employment income, profession, property,
business and other sources of income of
a resident foreigner and Myanmar citizen
received in local currency or foreign
currency is determined in accordance
with the following table presented as the
personal income tax schedule:

Taxable income after
deduction of personal
allowance

Tax rates

From (MMK)

To (MMK)

1

2,000,000

0%

2,000,001

5,000,000

5%

5,000,001

10,000,000

10%

10,000,001

20,000,000

15%

20,000,001

30,000,000

20%

Above 30,000,000

25%

Personal allowances are as follows:
• Basic allowance of 20% of total
income, up to a maximum amount of
MMK10,000,000 and social security
contribution made by employee.
• Life insurance premium on taxpayer
and spouse.
• Spouse allowance of MMK500,000,
provided the spouse has no assessable
income and is eligible for only one
spouse.
• Child allowance of MMK300,000 per
child for any unmarried child who
is below 18 years of age. If a child
is above 18 years of age, he must be
receiving fulltime education.

Taxation of non-residents

Non-resident foreigners or foreign entities
are taxed only on income derived from
sources within Myanmar with the tax rate of
35%. There is no deduction of allowances
available for employment income of nonresident foreigners.
Amounts paid to a non-resident
company for the procurement of goods
and services rendered within Myanmar are
subject to a tax rate of 3.5% imposed as
withholding tax.

Companies

Resident companies are taxed on a
worldwide basis and thus, income from
sources outside of Myanmar is taxable. A
resident company is a company defined
and formed under the Myanmar Company
Act or any other existing law of Myanmar

including the Myanmar Foreign Investment
Law (MFIL). However, a company formed
under MFIL is not subjected to tax on its
foreign sourced income.
A non-resident company is a company
that is not formed under the Myanmar
Company Act or any other existing law
of Myanmar. Generally, a foreign branch
is deemed to be a non-resident company.
For non-resident companies, only income
derived from sources within Myanmar are
taxed. Tax rates are different based on the
residency status.
At the time of publishing, group
taxation regime, transfer pricing rule,
controlled foreign company rule and thin
capitalization rule were not in place.

Liability to tax

Among a number of taxes and duties in
Myanmar, income tax, commercial tax,
stamp duties, withholding tax and capital
gain tax are administered by the IRD, under
the Ministry of Finance and Revenue. These
kinds of taxes are imposed in accordance
with the respective acts and laws as per the
above summary of this section.

Tax rates

There are current corporate tax rates under
the following different business entities:
Type of business entity

Tax rates

Investing under the FIL with
an MIC Permit

25%

Investing under Myanmar CA

25%

Special Companies engaged
in business with the State

25%

Branch office investing with
an MIC Permit

25%

Non-resident foreign entity
(e.g. branch of a foreign
company)

35%

Allowance and deductions

In computing taxable profit, deductions are
allowed for expenditures incurred for the
purpose of earning income, and depreciation
allowance. Capital expenditures, personal
expenses, expenditure not commensurate
with the value of business, payment made
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to any member of an association of persons
other than a company or a cooperative
society, and inappropriate expenditure are
non-deductible items.
A taxpayer entity may claim tax
depreciation on the qualifying assets used
for its business purpose based on prescribed
rates under the Income Tax Law as follows:
Type of capital assets

Building

Tax
depreciation
rates

Resident foreigner or Myanmar Citizen
Non-resident/foreigner

5.0% - 10%

Machinery and plant
(including electrical
appliances)

2.5% - 10%

Marine Vessels (Marine
Transport)

5.0% - 10%

Vehicles (on land
transportation)

12.5% - 20%

•

10% - 20%

Other business related
General

2.5% - 20%

Filing of tax returns

Companies registered under MCA or MFIL
are required to complete and file the return
of their income for the year within three
months (till 30 June) of the end of the
fiscal year, which starts 1 April and ends 31
March the next year.

Use of losses

Except the loss from capital assets or
a share of loss from an association of
persons, other losses may be offset against
income accruing from any other sources.
Additionally, loss that is not fully deducted
in a year can be carried forward for the
next three consecutive years. Losses cannot
be transferred to other companies. The
mentioned two exceptions of losses cannot
be offset against other sources or carried
forward.
No taxes are collected for dividends
received from companies by shareholders.

Non-resident/foreigner

•

•

2%
3.5%

Payments made under contracts or
agreements or any other agreement
made by foreign enterprises for work
done and procurements made within
the country
Resident foreigner or Myanmar Citizen

General
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Withholding tax is to be paid to the
IRD within seven days from the date of
withholding. They are:
• Payments made under contracts or
agreements or any other agreement
made by a state organization, local
authorities, co-operatives, partnership
companies, entities formed under any
existing laws for procurements and
services rendered within the country

1.5% - 10%

Furniture and fittings installed
in buildings

Dividends

Withholding taxes

2%
3.5%

Royalties paid for the use of licenses,
trademarks and patent rights
Resident foreigner or Myanmar Citizen

15%

Non-resident/foreigner

20%

Interest payments
Resident foreigner or Myanmar Citizen

0%

Non-resident/foreigner

15%

There is no withholding tax on dividends
distributed by Myanmar companies. Branch
profit of an association of persons with has
been taxed are exempt, and thus, they are
not subject to withholding tax deduction.
For residents, deduction of withholding
tax shall be accordingly offset against tax
payable on final income tax assessment.
For non-residents, the deduction of
withholding tax represents the final tax
settlement.

Commercial Tax

In Myanmar, commercial tax is levied
as a turnover tax on goods and services
produced or rendered within the country,
based on the sales proceeds. Being the
commercial tax is an additional tax upon
commercial transactions, it is not, per say, a

value added tax except only to the specific
transactions listed in the Commercial Tax
Law, the Law Amending the Commercial
Tax Law and the Union Tax Law.
For commercial tax purposes, goods
means imported articles or articles
produced within the country for the
purpose of sales proceeds. Service means
the rendering of a service for remuneration,
fee or consideration. This expression also
includes trading enterprises, entertainment
enterprises, hotels, lodging and restaurant
enterprises, tourist enterprises and
enterprises prescribed from time to time by
the Government as service enterprises. All
services are subject to the tax rate 5% on
total service income except 26 exempted
types of services as per chapter 5 of the
Union of Tax Law. Sales proceeds means
money received or receivable from the
sale of goods on a cash basis or on credit
or another deferred payment system or
advanced sales system, before levy of tax
under the Commercial Tax Law.
The commercial tax is levied on imported
goods, based on the landed cost, which
is the sum of the imported value (cost),
insurance and freight (CIF), plus custom
duty. A commercial tax registered business
can claim back the commercial tax (input
tax) incurred on the purchase of goods
if certain conditions are met. However,
the first 10 items of special goods as per
chapter 5 of the Union Tax Law 2014 or
commercial tax paid on services cannot be
qualified to claim back.
In terms of threshold, commercial tax
is exempt if the amount of sales or receipt
from services for a financial year is not
more than MMK15,000,000.
Commercial tax is also exempt on all
exports of goods except for five natural
resource items, which are crude oil, natural
gas, jade, teak logs and wood, and gems.
Commercial tax ranges from 0% to
100%, depending on the nature of the
goods and services described in the
schedules appended to the Commercial Tax
Law and incurred on business purchases
and expenses, except 16 items of special

goods as per Chapter 5 of the Union Tax
Law 2014. With effect from 1 April 2014,
the commercial tax rates are as follows:
No.

Commercial tax

Tax rate

1

Totally exempted goods
(18 items)

0%

2

Basic and essential
goods (60 items) (if they
are produced within the
country)

0%

3

Basic and essential goods
(60 items) (if they are
imported into the country)

5%

4

Special goods (16 items)

8% to
100%

5

Natural resources (5 items)

5% to
50%

6

Other goods not inclusive
of categories (1) to (5)

5%

7

Other goods not inclusive
of categories (1) to (5)
produced and sold by
local companies which
are owned by Myanmar
nationality

2%

8

Exports of goods except
natural resources as per (5)

0%

9

Services (except 26 items
of exempted services)

5%

Effect of treaties

Tax Returns

Corporate income tax and personal income
tax returns must be lodged within three
months of each tax year-end, which is by
30 June, to the IRD.
The company shall register for
commercial tax at its township IRD and
quarterly returns need to be filed within
one month after the following quarter end
of 30 June, 30 September, 31 December
and 31 March.
For personal income tax, the employer is
responsible for withholding the tax amount
on payment of salary and subsequently
needs to pay that amount within seven days
from the date of deduction. The employer
is also responsible for the filing of annual
salary statements within three months after
the end of the income year. If the employer
fails to submit this statement, penalty will be
10% of the amount of tax to be deducted
on annual salary.

Payment dates

this income has been fully subject to tax
withheld of the employer, is not obligated
to file a personal tax return. On the other
hand, the employer is responsible for
payment of the amount withheld from the
employee’s salary, to IRD within seven days
from the date of deduction as well as for
filing the statement of annual salary within
three months from the end of the fiscal
income year.
Commercial tax needs to be paid within
seven days after the approval of IRD on
summation of commercial tax return.
If an entity withheld tax from a supplier
according to the provision of withholding
tax rule in Myanmar, the tax so withheld
is to be paid to the IRD within seven days
from the date of withholding.

Based on the estimated total income for
the year, advanced tax payment is required
either on a monthly or quarterly basis
within the income tax year. These advance
payments and taxes withheld (if any) are
creditable against the final tax liability,
the date of which is notified in the notice
of demand by IRD upon summation of
annual tax return.
The individual, having only income
from employment in Myanmar, and where

Tax treaties have been concluded with the
United Kingdom, Singapore, Malaysia,
India, the Republic of Korea, Thailand,
Vietnam and Laos. To ensure the correct tax
amount has been withheld in compliance
with the respective tax treaty, the Company
Circle Tax Office (CCTO) under the IRD
suggests making enquiries first with the
CCTO. The application of tax treaties
is under the Ministry of Finance and
Revenue and thus, tax payers need to apply
an administrative procedure to the CCTO
for claiming a tax exemption based on the
relevant tax treaty. There is no provision for
unilateral relief.

Other taxes
Stamp duty
Stamp duty is levied on various types of
transactions under the Myanmar Stamp Act
and rates of stamp duties are as follows:
Types of transaction

Stamp duty

Sale or transfer of immovable
property (not located in
Yangon, Mandalay or Nay Pyi
Daw)

3.0% of the
value

Sale or transfer of immovable
property (located in Yangon,
Mandalay or Nay Pyi Daw)

5.0% of the
value

Transfer or Sales of shares

0.3% of the
value

Rental of immovable property
(contract from one to three
years)

1.5% of
average
annual rent

Rental of immovable property
(contract above three years)

5.0% of
average
annual rent

located.
Classification

Tax rate

General Tax

8.00% of annual value

Lighting Tax

5.00% of annual value

Water Tax

6.50% of annual value

Conservancy Tax

3.25% of annual value

In Myanmar, there are restrictions on
foreign ownership of land and immovable
property under the Transfer of Immovable
Property Restriction Law 1987. For
the acquisition of land and immovable
property by a Myanmar citizen, the tax shall
be imposed on the amount of income that
has never been taxed, and used for this
transaction by the following rates:
From (MMK)

To (MMK)

Tax rate

1

50,000,000

3%

50,000,001

150,000,000

10%

150,000,001

300,000,000

20%

Above 300,000,000

30%

The balance amount of the transaction
that has been taxed and from the known
sources is not subject to this tax.
Estate tax/inheritance tax
There are no inheritance taxes in Myanmar.
However, inheritances and gifts may be
subject to stamp duties and registration
fees.
Capital gains tax
Tax return for capital gains has to be
filed within one month of the date of
disposal of the capital assets. In case of
discontinued business, the taxpayer has to
file returns within one month from the date
of discontinuance of business.
There is 10% capital gains tax for resident
companies and 40% for non-resident
companies, except transfer of shares in an
oil and gas company where the rates range
from 40% to 50%. Tax will apply on gains
as follows:
Gain on transfer of shares
in an oil and gas company
(MMK)

Rate

Up to 100 billion

40%

Between 100 to 150 billion

45%

More than 150 billion

50%

Property Taxes
Property taxes are levied on the property’s
annual value or the property’s anticipated
gross rent, if it is leased unfurnished. The
property’s annual value is determined by
the local authorities where the property is
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Fisheries and Aquaculture
Myanmar has extensive water resources
suitable for fishing and fish farming.
Fisheries in Myanmar are normally
classified into one of three categories;
marine, inland or aquaculture (Soe,
2008).
The production as of 2010 equaled 3.9
million tons, and according to consulting
firm McKinsey, an increase in production
capacity will create a contribution to annual
GDP of $6 billion by 2030 (Chhor et al.,
2013). Fisheries are believed to employ
approximately 5% of the population,
and as much as 25%, if the sub-services
and indirect benefits are counted. With
an increase in FDI, and the augmenting
demand for labor within sectors such as
manufacturing, those ratios might indeed
be challenged in the future. More efficient
methods and application of technology are
other factors that may contribute in the
same direction. However, the potential for
new value creation within the sub-sectors
and – services are significant, especially
within a cluster development approach.

Marine

According to the Fisheries and Aquaculture
Department, the marine sector accounts

for approximately 75% of total output.
Traditionally, this sector has been lagging
behind, due to challenges in regards to
logistics and consumer markets (Soe, 2008).
Despite efforts towards more efficient
methods and technology in recent years,
the potential is still significant. With a
coastline of 1,930 km, Myanmar has a
marine territory rich on fish resources, and
several species are yet to be identified.

Inland

The inland production is an important
contributor to domestic food consumption.
Intense and exhaustive fishing practices
are threatening the eco-system and the
sustainable future for local livelihoods.
Livelihoods purely based on water are
vulnerable to environmental change
and impoverishing extractive practices
(Curran and de Sherbinin, 2004). The
example of Inle Lake, the second largest
lake in Myanmar, located 900 meters
above sea level, serves well to illustrate
the situation. With an annual production
of approximately 600 tons, the lake has
significant sustainability challenges in terms
of pollution and overfishing, largely due
to tourist inflows, as well as the lack of

regulations (Pfc, n.d.).

Aquaculture

Most of the aquaculture projects are found
in freshwater. The Ministry of Livestock
and Fisheries has taken significant measures
to develop the industry of integrated
aquaculture, which has resulted in significant
increases in output. However, progress in
production methods and efficiency has
been slow, and most fishermen still practice
traditional methods. Challenges related to
feeds and disease control remain barriers to
further development of the sector - areas
of expertise to actors within the Norwegian
aquaculture business.

Recommendations

Norwegian businesses entering the sector,
are encouraged to draw on their expertise,
not only in terms of technology, experience
and know-how, but also in regards to environmental and sustainability challenges. A
cluster-based approach may prove fruitful
to production of scale, creating shared value throughout communities and contributing to the development of the Myanma
economy as a whole.
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Oil and gas
Myanmar has the potential to reestablish itself as a growing economy in
the region. One of the tools to achieve
this goal is through development of
the oil and gas sector. After the recent
onshore and offshore tenders in addition
to the pending renewal of legislation,
Myanmar is taking major steps toward
developing its capabilities within the oil
and gas sector.

Recent bidding rounds

There are 101 blocks demarcated for oil and
gas operations, 53 for onshore and 48 for
offshore. Through the Ministry of Energy
(MoE), the coordinating body in charge of
the Oil and Gas sector, a bidding round for
18 onshore blocks opened in January 2013
with the results announced in October
2013. Following the successful onshore
bidding round, the offshore bidding round
was announced for 11 shallow water and
19 deep-water blocks in April 2013, with
the result announced April 2014. Total,
Petronas, Daewoo, BG, Woodside, Shell,
Statoil, ConocoPhilips, Chevron and
Oil India are just some of the operators
present in the Myanmar Oil and Gas sector
after the recent tenders. (MCRB, IHRB and
DIHR, 2014)

Establishment

Companies are required to cooperate with
at least one locally owned company for
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onshore and shallow water blocks. This
requirement is not compulsory for deep
water blocks. The Myanmar Oil and Gas
Enterprise (MOGE), under the MoE, have
the exclusive right to carry out all oil and
gas operations with private contractors
(MCRB).
Companies
undertaking
petroleum exploration and production
activities in Myanmar will be required to
sign a Production Sharing Contract (PSC)
or an Improved Petroleum Recovery
Contract (IPR) with MOGE (MCRB). As
the oil and gas investments become more
capital intensive, several foreign companies
jointly invest in product sharing contracts,
and the stakeholder with majority acts as
the operator (OECD, 2014).
The Myanmar Investment Commission
(MIC) handles each application for foreign
investment under the Myanmar Foreign
Investment Law (MFIL). Upon the
assurance of a permit, the ministry approves
the contracts under MFIL. Companies with
an MIC permit and incorporated under
MIC have entitled 5 years of tax holidays,
from the date of commercial operations
(MCRB). Unfortunately, the tax holiday
does not apply to royalties.
The three standard PSCs used by the
National Energy Planning Department
(NEPD), responsible for negotiating those
contracts with foreign firms, include buyin provisions. For onshore blocks, 15%
undivided interest is reserved for MOGE,

with the option to increase their share up
to 25% undivided interest. For offshore
blocks, MOGE has the right to buy-in
up to 20% upon commercial discovery
(Myanmar Legal, 2014).

Considerations

Several considerations should be taken
into account before investment and/or
establishment in Myanmar is undertaken.
The royalty percentage is 12.5%, together
with bonuses is entitled MOGE, which
inhabits the role of both partner and
market regulator (Myanmar Legal).
Concerning
dispute
resolution,
the current model for offshore PSCs
provide for arbitration according to the
UNCITRAL Arbitration Rules. Myanmar
acceded without reservation to become
a contraction state of the New York
Convention (Chandler and Kyi, 2014).
However, a new arbitration act must
pass before the convention can become
effective; the existing Arbitration Act from
1944 is severely outdated (Pandjaitan,
2013).
The wet season in May to September
can offer major challenges, especially
for the onshore blocks. With the current
infrastructure, parts of the country are
partly isolted during this season.
Myanmar has two possible rig ports,
Thilawa Port (depth of 9 meters) and Port
of Yangon (depth of 5meters), and for

country rig movement the main limitation
is the outdated road network and the road
condition (Elegen Energy, 2014). Support
and re-supply of offshore exploration
activities (seismic, drilling) is most often
carried out from bases in Singapore and
Thailand (Ranong) due to limited facilities
and shallow draft at most Myanmar
ports (Selbekk and DiBiagio, personal
communiction, January 14, 2015).
Geological challenges in drilling
are present in the onshore sector with
changing geological environment due to
the continental block and high pressure.
The offshore blocks in general have the
same environment as the North Sea
and regional waters, but the geological
structure can be faulted and the formations
potentially damaged due to past drilling
practice (Elegen Energy, 2014). In regard
to ethnical tension areas for the onshore
blocks, this has so far not been an evident
problem (Selbekk and DiBiagio, personal
communicaion, January 14, 2015).

Future prospects

After the award of a significant number of
new deep-water exploration blocks last year
recent activity has focused on finalization
of PSC terms and technical studies in the
respective new areas. It is expected that
seismic acquisition will start this year to
be followed by drilling of new exploration
wells as early as 2016. There is a general

expectation in the industry that some of
these new deep-water blocks could yield
significant discoveries. In regard to the
recent drop in oil prices by January 2015
and whether this will impact oil and gas
investments or not remains to be seen,
however the answer is fragmented between
offshore and onshore. The offshore
investments usually have a 10 year or
greater time perspective for investment
to look at break-even. In comparison the
onshore sector operate on a monthly or
yearly basis and will have a greater difficulty
to cope with the dropping oil price (Selbekk
and DiBiagio, personal communication,
January 14, 2015). The weak oil price could
somewhat reduce or delay oil and gas
investments in the near term, however it is
not expected to be a significant factor for
the deep-water exploration in the medium
to long term.
Due to under-developed infrastructure
for processing oil and gas, 80% of the
natural gas is exported even though
Myanmar suffers from acute energy
poverty (MCRB, IHRB and DIHR, 2014).
The immediate neighbors India, China and
Thailand are the main importers of natural
gas and crude oil, which have led to the
building of three pipelines, two pipelines
to Thailand (Yadana Project operated by
Total and Yetagun operated by Petronas)
and one to China (Shwe Project operated
by Daewoo) (MCRB, IHRB, and DIHR,

2014). The Chinese pipeline could be the
most significant, where parallel oil and gas
pipelines have been built with the intension
of transporting crude oil from Africa and
Middle East from Maday Island outside
Rakhine State to the Yunnan Province in
China, completely bypassing the Straits of
Malacca.

Recommendations

Our findings indicate the complexity of
running operations within the oil and gas
sector in Myanmar. There are numerous
of challenges and governmental issues, but
with the recent development of pipelines
together with legalization it seems Myanmar is moving in the right direction. This is,
however, given that the infrastructure continue to evolve forward, especially the onshore blocks depends on this development.
There have been limited findings so far in
the offshore blocks, but the established
operators are working with a ten year or
greater time perspective. The investments
will generate opportunity for both foreign
firms and local operators.
The established Chinese pipeline offers the
possibility to further develop trade with
China and shorten transportation. Myanmar is continuing to move forward and this
could be an opportunity both for doing
well and doing good.
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Renewable energy
Myanmar has a large variety of energy
resources, and the Asian Development
Bank has announced its involvement
to assist Myanmar in developing its
renewable energy potential. The country
is rich on energy resources, such as
water, gas and sunlight. However,
future prospects for energy supply and
stability are highly dependent upon
governmental policies for infrastructural
development, both in terms of physical
and financial infrastructure.

Energy Demand and Supply

Unreliable, unstable, and inadequate
electricity supply is a major constraint on
economic development. Although the
energy potential is substantial, particularly
in gas and hydropower, supply is suffering
from lacking infrastructure and project
investment. As shown in the figure below,
energy consumption in Myanmar is the
lowest in Southeast Asia, and 20 times
lower than global average (World Bank,
2012).
In 2013, hydropower represented the
greatest contribution to the energy mix,
with 73,5% of total output. Gas and coal
constituted 25% and 1,5% respectively
(Myanmar Ministry of Electric Power,
personal communication, December 2,
2014). Future prospects show that the
hydropower share will eventually go
down to 45% within 2030, while coal is
up to 17%. The rapid demand for energy
requires more efficient supply, giving coal
an advantage to the more long-term hydro
power plant investments, which often takes
up to 10 years to complete.

Hydro

Myanmar has a great hydro power potential
of up to a 100,000 MW, which is nearly
30 times the currently installed capacity.
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The average annual rainfall is 2341 mm
(CLEAN, 2014) and is concentrated
around the monsoon season (from late May
throughout October). To boost the hydro
power sector the country has got support
from major global institutions, such as
the World Bank and the International
Hydro Power Association (IHA) (Chu
& Kyaw, 2015). Norway has also been
an active partner in this regard, pushing
the project development forward trough
knowledge sharing and capacity building.
Norwegian renewable company SN
Power, the Norwegian Water Resources
and Energy Directorate (NVE), and the
Norwegian Institute for Water Research
(NIVA) are all involved in exploration
and development, the former looking to
construct power plants with a potential
output of 2000 MW over the next ten years.
Handled in a sustainable manner, and taking
environmental and social concerns into
account, hydropower is a clean, affordable
and reliable source of energy that will
have effects beyond the initial increase
energy supply, in terms of economic
growth, poverty reduction and sustainable
development.

Solar

of total power generation by the time of
completion. In terms of social impact, such
mega projects make up a significant source
of employment. By the planned completion
in 2016, the solar plants will have employed
a total of 400 construction workers, in
addition to an estimated 100 people in
permanent maintenance and operations
positions. Companies within large-scale
infrastructure projects such as these should
thus be aware of their role as shapers of
local community development – also
beyond the specific facilities constructed.
In addition to the larger projects, several
companies are looking into micro- and
remo-grid solutions for solar energy output,
as a more cost-efficient alternative to less
populated areas where the market potential
is otherwise low.

Wind

The Myanmar Renewable Energy
Association (MREA) is planning to build
wind power plants in 27 locations in
Yangon, the Ayeyarwaddy regions, Rakhine
and Chin states (Min, 2014). Previous
assessments confirm the potential, and
estimate the output from wind energy to
be 365 TWh (Min, 2014). Being a nonpolluting resource, this might be a clean
addition to the energy mix. However, such
an investment requires significant financial

The solar energy potential is significant,
with solar radiation being at its highest from
February to May. In 2014,
Myanmar
as part of its green policy
agenda, the Government
Cambodia
entered into an agreement
Philippines
with ACO investment
Thailand
group to develop the first
solar plants in the country
China
(Chan, 2014). The two 150
Singapore
MW farms have attracted
an accumulated investment
2000
4000
6000
8000
10000
of 480 mill. USD, and will 0
cover an estimated 10-12% Energy consumption per capita: (World Bank, 2012)

backing, as the initial costs are high. As a
consequence, Myanmar is to a large extent
dependent upon foreign investments to
carry out large-scale wind projects.

Recommendations
•

•

•

Norway follows the OECD standards
for export financing, which implies
that Norwegian investors benefit from
an 85% export funding, with a repayment timeframe of 18 years. This
is especially beneficial to high-capex
projects such as power plants. There is
a requirement concerning Norwegian
content, so make sure that at least 30%
of the project is involving Norwegian
participation.
The grid structure and the possibilities
for energy exchange, both domestically and across borders, are crucial concerns for power producers. The physical, as well as political and economic
infrastructure should therefore be
carefully examined. A close dialogue
with the government, in terms of clarifying needs and interests, is thus recommended.
The need for a predictable macro en-

•

•

vironment is obvious when running
large-scale project within the energy
sector. Within a political risk assessment, investors should look into governmental plans and policies for the
energy sector as a whole, aiming at
identifying factors such as state subsidies and regulations – both in a current
and future perspective.
Large-scale infrastructural investment
will eventually affect local communities and livelihoods. As part of a responsible and ethical business practice,
we strongly recommend a practice of
compensation. However, compensations should not be offered as cash or
other up-front payments, but rather
as long-term investments that could
contribute towards community development. Such a practice will limit inequality, and may also create a greater
goodwill towards the project development as a whole, which is further limiting the risk of security threats.
Legal concerns, such as land lease and
other property issues have to be handled carefully. The legal framework
does not allow for foreigners to ac-

•

•

quire property in Myanmar, but investors may enter into lease contracts.
Safety and environmental rules and
practices, which are strongly incorporated within the Norwegian business
culture, are weak at best, and usually
absent in Myanmar. Several hazardous
tasks, combined with a local workforce
accustomed to slack restrictions, make
the energy sector prone to risk. This
applies especially to the construction
phase of the project, in which a greater number of low-skilled workers are
involved. Health, Safety and Environment (HSE) training and awareness
cannot be stressed enough
Natural resource extraction, whether it is from traditional or renewable
sources, is a process prone to conflict.
As Myanmar is a diverse country, with
multiple ethnical conflicts, investors
will have to closely examine the geographical areas, and be prepared to
apply multiple security measurements
throughout the value chain.

IB 2014 sponsor
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Telecommunication
Myanmar is a unique country seen from
a telecommunication perspective.
Before licenses where open for foreign
firms, Myanmar had less than 5%
mobile penetration and this in a country
measuring a population of 51 million
(Deloitte, 2013b). This offers great
opportunities, but also great risks.

Growth

Through the Framework for Economic
and Social Reform the government has
set a high goal of a 50% mobile phone
penetration by the end of 2015. The targets
of 50% is probably overly optimistic,
entailing an annual growth of more than
130% in subscriber numbers starting in
2012, but the government has engaged
in comprehensive reform to develop the
telecommunication sector. (OECD, 2014)

Legal issues and tender processes

The Telecommunication Law was enacted
In October 2013 and opened the mobile
telecommunication to private investment.
The Ministry of Communications, Post
and Telegraph (MCTP) has acted as
a regulator and an operator through
Myanmar Post and Telecommunications
(MTP). Under the new telecommunication
law, the Myanmar government committed
to establish an independent regulator
within two years, together with four
telecom licenses. Experiences from Asian
countries have revealed that the greater
improvements in the sector’s performance
are attained when reforms are accompanied
along with an independent regulator and a
favorable microeconomic environment
(OECD, 2014). Two of the four licenses
were subject to international tenders where
the winners, Telenor and Ooredoo, where
announced in June 2013, while the last
two were given to MPT and Yatanarpon
Teleport Internet Service. The new licenses
are valid for 20 years and are renewable,
but the terms for renewal have yet to be
specified. In November the government
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issued a first draft of the Proposed Rules
for Telecommunications Sector, which
contained a set of implementing rules
and procedures. The rules are mostly up
to international standards and promote
competition and facilitate the rollout of
telecom network, and adopt a multi-service
licensing framework and technology-andservice neutral rules (OECD, 2014).
In relation to number portability, a
more careful approach is taken to give the
incumbent operator MPT time to adapt
to the competition at the initial stage of
the market. Number portability will be
introduced after the market stabilizes and
the trends become clear. In the near future, a
revision to regulation on number portability
should be considered and implemented to
further enhance competition and protect
consumers’ interests. (OECD, 2014)

Barriers

One of the major barriers in Myanmar for
telecom penetration has been artificially
high handset prices together with
extremely high retail price for SIM cards.
In comparison with other markets, low-end
handsets were USD 20-30 more expensive,
and SIM cards had a retail price of USD
150-200 (OECD, 2014). After the decision
to open up the sector, the high prices for
owning a mobile phone have declined
dramatically. In January 2015 a basic SIM
card with 30 days free use of data has a
retail price of USD 1.5-2.0, while low-end
handsets have declined to match other
regional prices.
Except the high price for end user equipment,
the telecommunication infrastructure faces
uncertainty. There are uncertainties around
the lease of land for telecommunication
towers and the government’s capabilities
in processing the approvals in a timely
manner (see Governmental Intervention).
Estimates from Deloitte (2013a) show the
need of 15,000 telecom towers together
with thousands of kilometers with fiber
line to meet the targets established by the
government, requiring investment of more

than USD 4 billion (Deloitte, 2013a). In
addition, the unstable power supply could
force the telecom towers to run alternative
solutions, which would heavily increase the
investment cost depending on the necessary
back-up time span (OECD, 2014). The use
of alternative solutions may also require
special permits.
Before the transnational tenders the
network coverage was limited and mainly
concentrated in the area around Yangon
and Naypyitaw, this together with a lack
of interconnections between the different
networks required the user to use multiple
SIM cards to have stable network coverage
(our findings). The general irritation and
disappointment with MTP and the previous
network coverage are positive trends
for the new operators. Their experience
from building network infrastructure and
marketing/branding can be a powerhouse
to expand an increasing end-user volume.
To foster greater competition in
telecommunication,
particularly
for
internet and mobile services, and further
increase the building of fiber optic network
Myanmar could consider increasing the
amount of licenses (OECD, 2014).

Recommendations

The recent foreign investments and the
governmental focus in the telecommunication sector have led to one of the fastest
growing sectors in Myanmar. The customer needs usually follow the pattern where
technology development starts with GSM/
GPRS and slowly expands toward 3G and
4G. However, in Myanmar the customer needs have skipped several technology
steps and gone straight for data (3G). This
rapid development together with the size
of the customer volume offers opportunities especially in regard to data application
services.The current state of the telecommunication infrastructure is still poor, but
steadily growing. Obstacles to time management for construction are present, in
the form of bureaucratic inefficiency and
changing weather conditions.
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Infrastructure
One of the key factors holding back
the economy of Myanmar is the lack of
and poor quality of infrastructure. The
major infrastructural challenges facing
businesses are instabilities in electricity
supply and poor transportation
networks. According to the latest World
Bank Logistics Performance Index
(LPI), Myanmar was ranked 145 out of
160 (Arvis et al., 2014). It is suggested
that an investment of $320 billion in
infrastructure is needed from 20102030 if the economy is to achieve the
growth target of 8% a year (Chhor et al.,
2013). Myanmar is situated strategically
with borders to India, China, Thailand,
Laos and Bangladesh; hence it has the
potential of becoming the land link
between some of these countries, if the
standards and road network improved.

Electrification

About 73 % of the population in Myanmar
lacks access to electricity. The consumption
of electricity is twenty times less than the
global average and is one of the lowest
in the world, according to statistics from
the World Bank (2014a). Existing power
infrastructure only meets half of the
demand in the country which is frequently
experiencing blackouts and rationing of
electricity supply; four times as frequent as
the average for the economies in East Asia
and the Pacific.
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A survey conducted among a
representative sample from the private
sector in Myanmar in 2014, strongly
indicate that the country’s infrastructure
needs to be updated and expanded (World
Bank, 2014b). The results further reveal
that the private sector compensates for
the poor provision of electricity through
generators - almost 75 % of private
companies own or share one. If, however, a
grid connection is within reach, companies
should be prepared for a time consuming
process - the average number of days upon
application to obtain an electric connection
exceed a hundred.

Water Supply

Myanmar relies heavily on the surface water,
which supplies 91% of the total water
distribution (CLEAN, 2014). However,
the groundwater potential is substantial.
With an increasing population and greater
demand for water resources for economic
activities, pollution and continuous
groundwater pressure are imminent
threats. In May 2014, Japan agreed to assist
Myanmar in the development of a safe
and regular water supply for Yangon and
Mandalay.

Transportation

Transportation is an infrastructural
challenge facing businesses in Myanmar
and Myanmar’s transport sector is

considerably under-developed for a country
of its population, size and potential (Fujii,
Ramamurthy, Kasemsarn, Borge and
Chaturvedi, 2013). The sector is somewhat
chaotic – lacking a singe agency with a clear
oversight.
Traffic
Motorbikes constitute the favorite mode of
transportation, being affordable relative to
cars. However, this is exclusive to the areas
outside of Yangon, as there is a ban for the
two wheeled vehicle in the former capital.
The number of new cars is relatively modest – with new cars being less than 25.000 in
2014 (Economist Intelligence Unit, 2014).
Factors such as high car prices, underdeveloped car service market and inadequate
road infrastructure are all factors hindering
the potential for growth within the automotive market. Still, the road capacity cannot
match the modest increase in vehicles, and
traffic jams are widespread. A joke among
locals, is that Hillary Clinton brought traffic - she visited the country in 2011 (Perrottet, 2013) and as a result, the U.S. and
many western countries started aiming at
Myanmar as a new destination, both for
investment and tourism. In addition to the
lack of road capacity, there is a profound
lack of road safety, both among drivers and
pedestrians. Although one drives on the
right hand side of the road, the majority of
cars also have the wheel placed on the right

hand side - a combination that can make
driving hazardous.
Road standard
Generally, the roads in Myanmar are of
poor quality. Changing climate conditions
affect the roads, and overland travel can
be hazardous in the rainy season (May to
October). Roads can become impassable
and bridges damaged. The shape of the
roads is reflecting low investments. However, travelling from Yangon to the capital
Naypyitaw by car, one can experience the
results of a heavier investment. The relatively moderate number of people living
within the new capital can enjoy multi-lane
roads of high standard. However, the road
supply in Naypyitaw by far outgrows the
modest demand with its current population
of approximately 1 million, of which very
few own a car. This is in sharp contrast to
the traffic chaos that prevails in Yangon. As
stated by one of our interviewees: “After
few days in Yangon, I think you can already
feel how poor the transportation is. Myanmar doesn’t have the budget for it, and public transportation is very bad”. The fact that
Yangon did not have a central traffic light
system until very recently, further illustrates
this point.

Railway

The railway sector is operated by the stateowned Myanmar Railways. The rail net-

work is in poor condition and investments
have been inadequate. A trip between Yangon and the capital Naypyitaw which takes
approximately 5 hours by car, takes 9 hours
by train, in comparison. This significant difference is often due to flooded tracks and
mechanical problems. As stated by Lonely
Planet, “train travel in Myanmar is an experience (not always a good one!), but does
have its fans” (Richmond, Elliott, Ray, Bush
and Eimer, 2014: 24).
Airports
Myanmar currently has a total of 32
operational airports. Three of these are
international airports; Yangon, Naypyitaw
and Mandalay, of which the former is the
main airport, while the latter is the more
modernized one. The most common
route to Myanmar is via Bangkok, though
there are also direct flights from other
regional cities, such as Singapore and
Kuala Lumpur. Myanmar’s domestic airline
industry can become overstretched at peak
times and delays are frequent. With the
increase of both domestic and international
travelers the demand for airports meeting
international standards is on the rise.

or lacking infrastructure. Based on this, our
recommendations are the following:
• Investors should be prepared for delays the entire establishment process,
and if the planning and mapping is not
done thoroughly before investment
occurs, the costs may be large.
• Businesses investing or establishing
themselves in rural areas, may have
to entirely develop adequate infrastructure at their own expenses. This
is especially important for businesses
looking to expand outside Yangon,
Mandalay and Naypyitaw. However,
such development projects can prove
useful in terms of contributing to a
value flow into the local communities,
and can easily be integrated into a corporate social responsibility program.
• Business travels should not take scheduled flights for granted. Experiences
with domestic flights reveal that delays
and low information sharing is common. Travelling by car might in fact
prove more efficient. There might,
however, be certain seasonal road
damages impact due to rain.

Recommendations

The challenges related to infrastructure are
both numerous and substantial. Our experiences reveal that businesses investing in
Myanmar should be aware of the additional
costs that may appear related to insufficient
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Manufacturing: Development and
trends
Those investing in Myanmar should
be aware that short-term success is
unlikely, and rather focus on long-term
investment. After the reform process,
investor’s optimism towards the future
growth of the manufacturing sector
has attracted new foreign capital.
Dominated by the small and mediumsized enterprises (SMEs), the sector is
experiencing challenges facing stateowned enterprises (SOEs) in a longterm perspective, due to high expenses
and cost structures (OECD, 2014).
The Ministry of Industry (MOI) and the
Ministry of Co-operatives act as the
main supervisors of manufacturers,
and assist different interests, such as
SMEs, SOEs, micro-manufacturers and
manufacturing co-operatives (OECD,
2014).
As outlined by Abe, Myanmar is a
net importer of manufactured goods,
mainly industrial goods like automobiles,
machinery, electronic products, iron and
steel (2014) Seeking to improve the trade
balance, the government is developing
special economic zones (SEZs) to
enhance FDI inflows and exports in
the manufacturing sector. The main
manufacturers today focus on low-valueadded sectors such as processed foods,
beverages, textiles, and wood products.

General Barriers

Corruption, lack of skilled labor and
technology, high rent prices and financing
are only some of the barriers facing
manufacturers in Myanmar. In regards to
corruption, the situation that is precarious,
as is the case in many emerging economies.
Based on a survey of OECD, more than
half of the respondents had to do underthe-table payments in order to register a
firm, get a license or a permit (2014). These

extra payments were between USD 500 and
USD 5000.
Lack of skilled labor and low productivity
is another major barrier (Chhor et al., 2013).
Results from the previously mentioned
OECD survey stated that roughly 60 %
of all respondents face challenges finding
skilled labor. Respondents within the subsectors petroleum, electrical machinery,
motor vehicles and chemical products find
it harder than average to recruit skilled
labor. Firms that require analytical thinking
or technical skills find it particularly hard
to recruit, due to low human capital.
Moreover, there are several manufacturers
facing employees with lack of English skills
and previous practice within their service
and customer care operations.
Weak infrastructure is restricting
the overall investments in the country
and causes the slow growth in the
manufacturing sector. As one of our
sources said, a big Korean investor moved
its project to Vietnam because of the
electrical uncertainty, which withheld the
foreign investment. Another bottleneck is
the lack of deep-sea ports, which is needed
when exporting and importing goods.

Laws and regulations

Foreign companies are not allowed to have
an import license, which implies that they
have to import through local companies.
Even if a foreign company builds its own
factory, it can only trade on the products
they manufacture – hence, you only sell
what you make in Myanmar. The license
ban for foreigners also concerns trading
licenses. As a result, foreign companies will
have to import goods from neighboring
countries, such as in the case of Norwegian
manufacturer Jotun. This will require a
local partner to facilitate (David Horvath,
personal communication). Typical to
Myanmar is the continuously changing laws

and regulations, causing a major challenge
for foreign companies to keep up to date
on legal issues.
In order to stimulate and develop the
manufacturing sector, the government
has enforced several strategies. In regards
to the private sector, they are opening up
the markets, as well as fostering SOEs
partnership with private and foreign
investors by joint ventures (Kubo, 2013).
In Yangon, the MOI created the SME
Development Centre to build and support
enterprises, in addition to create key legal
and regulatory frameworks to supervise the
growth.

Recommendations
•

•

•

Manufacturers seeking to expand
to Myanmar are advised to put up
production facilities within the national
borders. This way the company can
sell their products directly to the
market without any local partners.
Patience is key. It may take many years
to reach the break-even point, as focus
will be on growth and on building a
good base before profit maximization.
The manufacturing sector will increase
through export-oriented and laborintensive manufacturing, as Myanmar
has a large working-age population.
However, due to the employees’ lack of
skills, companies are to take measures
towards educating their current and
future employees. Among foreign
companies we have spoken to, sending
employees abroad or to special training
centers and institutes are often applied
strategies. This will build and further
strengthen the corporate culture
among the employees, improving
the working environment, and thus
increasing the probability of retaining
employees within your company.
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Tourism in Myanmar
Myanmar, long isolated by decades of
military rule, has developed into a country
attracting tourists from many parts
of the world. The increase of tourism
can deeply permeate a local economy,
and Myanmar is a country with unique
archeological attractions as part of an
exotic culture, history, and nature that
may cause benefits such as employment,
new business establishments, increasing
community facilities and conservation of
cultural heritage.

The situation today
Growing tourism
Although there has been a general increase
in tourists from all over the world, the
majority of tourists are indisputably
originating from Thailand and China
(Ministry of Hotels & Tourism, 2014).
Myanmar offers a wealth of scenic beauty,
and popular tourist sites are Yangon,
Mandalay, Bagan, Inle Lake and Kalaw area,
Bay of Bengal and the capital Nawpyitaw.
Travelers tend to visit a handful of classic
and relatively accessible destinations, and
according to Marcus Allender, founder of
Go-myanmar.com, Myanmar has more to
show and more variety than many of the
other mainland countries in South-East
Asia. “There is [a] huge amount of things
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to do, but it is slightly hamstrung by lack
of infrastructure and some of the places
don’t have hotels that are up to standard.
But for the future, it is a big country with
a lot more to do than people realize”
(personal communication, January 13,
2015). However, what is worth noticing is
that the speed of change is threatening to
damage fragile cultures and landscapes.
Employment
The total number of people employed in
the industry is 870.000 – approximately
6.5% of the total workforce (Thura Swiss,
2015). The increase of tourism has helped
transform Myanmar from pariah to one
of the world’s most sought after countries.
This has generated jobs for local people by
creating demand for drivers, tour guides
and hotel and restaurant staff.
Visa Application Procedures
As stated by the Ministry of Immigration
and Population, citizens from Norway
and 99 other countries have the option of
applying for a VISA electronically before
travelling to Myanmar (2015). The E-Visa
is valid for 90 days after approval, and
the maximum length of stay is 28 days.
The online application has made it easier
for tourists to travel to the country, and
it is also being considered to offer a joint

VISA between Thailand, Cambodia, Laos,
Vietnam and Myanmar. Such an agreement
could increase the growth of tourists
further.

Challenges

The threat of overdevelopment is an
unanticipated consequence of Myanmar’s
rapid political change over the last four years.
For instance, as stated by Thant Myint-U, a
Burmese academic and historian, “Yangon
is a colonial treasure, with no parallel to
Southeast Asia, however it is on the verge
of a construction blitz where historic
architecture could disappear” (Perrottet,
2013). The reason for such a statement lies
in the fact that investment in restauration
by local officials has been time-consuming,
and the government opened the door to
restauration of several prominent sites in
early 2012, but nobody is quite sure on
what criteria leases were awarded.
Guides and service
The lack of trained guides is a big challenge,
as many do not speak foreign languages.
Several NGOs, such as Norwegian
Partnership for Change (PfC), have focused
on this challenge, offering vocational
hospitality and guide schools. Large hotel
chains and restaurants look to these schools
and hire graduates. Still, the service level

of locally trained personnel is a long way
from where it needs to be. Strengthening
of vocational skills should therefore be on
the agenda for companies wanting to invest
in tourism in Myanmar.
Pricing
Hotel rooms tend to be overpriced, due to
the mismatch between construction speed
and rising demand, both from tourists and
business travelers. However, there are signs
indicating a decrease in room rates, as some
tour operators have had problems getting
acceptance from their clients for the raised
prices. Also, added capacity in the bigger
cities, tend to lower the price level, which
however is still steep in comparison to
neighboring countries.

Inle Lake as a “dying eco-system” (personal
communication, January 19, 2015). A few
years ago the Norwegian government was
active in terms of offering assistance to
help manage the increase of tourism to
Myanmar. However, as noticed by other
nationalities, Norway pulled out when it
came to implementation of the Tourism
Master Plan it co-financed. “Right now,
the tourism in Myanmar is getting out
of control” Molstad adds. “Its noble
objectives for steering it in a sustainable
direction is severely hampered by shortterm commercial interests” (personal
communication, January 19, 2015).

•

Recommendations
•

Future prospects

A central question is what will become
of MyanmarsMyanmar’s
architectural
treasures now, as the country is experiencing
rapid economic change and openness to
external influences. As Thant phrases it:
“When the country began to open in 2011,
everyone felt we had to change as much as
possible, as quickly as possible. Very few
people were paying attention to what could
be lost” (Perrottet, 2013). Arild Molstad, a
Norwegian environmental consultant who
specializes in sustainable tourism, describes

•

•

For investors looking into the Myanma
tourism sector, finding a trustworthy,
local partner is key. There are numerous tour operators, but most are lacking the required competence. Nonetheless, they are noticing an increase of
interest from international companies.
Some international agents have been
operating in Myanmar for a while, such
as Asian Trails, Columbus, Diethelm,
Exotissimo Travel and Khiri.
The increasing number of tourists reveals a potential for airline companies
to offer flights to Myanmar. Based on
our research, we therefore recommend

•

Norwegian airline companies to look
into the potential of offering Myanmar as a destination
Tourism conferences are great opportunities to build network, share experiences and gain knowledge about
development and trends. For instance,
Myanmar Hospitality and Tourism
conference is held yearly.
The tourist industry in Myanmar is
still growing and will continue to do
so, thus constituting an interesting investment opportunity. Those opportunities should be examined by focusing
on the value chain within businesses
and markets. Integrating locals can be
a profitable CSR strategy, which will
play a significant role in the society,
as the lack of human resources is currently challenging.
Restoration and preservation activities
might prove lucrative in the long run,
as the tourist industry in Myanmar will
have to move on to a more sustainable path. Investors should encourage
awareness of sustainability matters
amongst new and returning tourists, in
order to make sure Myanmar continues to be an attractive destination.
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Selected Business Risks
When entering Myanmar, as any new
market, it is vital to examine both
opportunities and risks. It is in the scope
of this report to give a nuanced view on
both, and below we have assembled
some elements that appear to inherit
various degrees of risk for a newly
established company in Myanmar. Some
of them might seem trivial at first glance,
but it is often the trivial factors that
involve the biggest surprise.

It has happened during the last few years
that armed conflicts have broken out. It is
unlikely with violent conflicts in centralMyanmar. There is great tension between
many of the minorities, as well as the
repression from the majority’s side - and this
can cause violent conflicts. As mentioned in
the previous section – the outcome of the
2015 election will play a role in the future
political influence of minorities, and may
thus influence the conflict climate.

Unstable political climate

Large minefields

Our research reveals that the chances
for significant changes in the country’s
power structures are minimal, regardless
of the outcome of the 2015 elections.
Nevertheless, the political instability
contributes to an unstable investment
climate, due to dynamic sanction programs,
as with the introduction of new US target
sanctions on prominent business figures
in Myanmar (Palser, 2015). Undoubtedly
the election will create more uncertainty
for investors in terms of new potential
targeted sanctions that can come into place
as a result of the outcome. Further, the
outcome will have a significant impact on
the regional level, in regards to minority
representation in parliament.

Civil War

There is moderate probability of civil war
in Myanmar. This applies to areas along
the border, where the minorities reside.

Myanmar is one of the countries in the
world with the largest areas of minefields.
These areas are not sufficiently mapped,
thus it is crucial to apply sufficient safety
standards when operating in remote and
less developed areas. Furthermore, it is
recommended to initiate cooperation with
ethnic groups in order to better understand
the local conditions.

Copyright laws

The Myanma people are not familiar
with international copyright laws and
intellectual property laws, and therefore it
is recommended to register your product
before entering the Myanma market.

Restricted access to Internet
and proper cell phone coverage

Across Myanmar, the access to fully
functioning Internet is still limited.
Especially outside Yangon, the Internet is

untrustworthy, and can be a potential hinder
for efficient work. Also the cell phone
coverage is a problem in Myanmar. You are
likely to need two different SIM-cards, one
from each of the current main suppliers
(Telenor and Ooredoo), in order to enjoy
both telephone calls and internet access (M.
Allender, personal communication, January
13, 2015). Although the situation is likely
to improve, it can nonetheless constitute
a challenge when compared to Norwegian
standards.

Frequent strikes and public
holidays

Being an employer in Myanmar makes you
more vulnerable to strikes. The country
inherits more than a hundred labor unions,
and strikes are frequent. Also, the number
of public holidays adds up to almost 2527 days a year (CLEAN, 2014). During
these holidays, all private companies are
closed, and the holidays are in general
greatly celebrated in the public sphere. This
implies that is it difficult for international
companies to get things done as well.

Traffic

The traffic system in Myanmar is chaotic,
and is a source of frustration, time
inefficiency and potential accidents. At
certain timeslots, the traffic is almost at a
standstill for hours, especially in Yangon.
The public transportation system is also
lacking, so the alternatives are few.
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