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Myanmar's new government unveiled a 12-point national economic poli-

cy in July 2016, setting the direction for the country's economic devel-

opment during the next five years. The policy states that Myanmar 

should achieve people-centered, inclusive and sustainable development, 

where economic development serves "national reconciliation," creates 

jobs, diversifies its economy away from the natural resource sector, and 

produces "balanced development" across states and regions. Among 

others, it emphasizes public financial management reform, human re-

source development and infrastructure development, all of which are in 

dire need of attention as Myanmar tries to pull itself out of centuries of 

isolation and underdevelopment.  

What is conspicuous, though, is its treatment of industrial development. 

The sixth goal states that Myanmar should establish "an economic mod-

el that balances agriculture and industry, and supports the holistic de-

velopment of agriculture, livestock and industrial sectors, so as to enable 

rounded development, food security, and increased exports." What is 

clear from this document and also confirmed by the conversations I had  
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in Myanmar is that Aung San Suu Kyi's government sets agriculture as the major engine for 

growth, and has deep concerns about the negative impact of manufacturing development in 

the country, which has been heavily reliant on low wage labor and driven by FDI. During its 

campaign in 2015, Aung San Suu Kyi's National League for Development (NLD) declared 

agricultural development as one of the five areas of economic policy, but offered no specific 

pledge with regard to industrial development. Instead, it emphasized stronger compliance 

with international labor and environmental standards. The policy consensus in Nay Pyi Taw 

seems to be that Myanmar's agriculture, along with the country's natural resource wealth and 

tourism potential, can drive and sustain economic growth. 

Yet, the country will find it difficult to join the ranks of middle-income countries without devel-

oping its manufacturing sector. Manufacturing is effective for job creation in the formal sector, 

and more importantly, leads to technology development and innovation via export and partic-

ipation in global value chains. The consequent rise in productivity spills over to other sectors 

in the economy, serving as the key driver of long-term economic development.  

Myanmar needs to give more serious thought to manufacturing development. In 2015, the 

economic output comprised of agriculture (28.8%), industry (mining, manufacturing, energy, 

construction amounting to a total of 29.3%) and services (41.9%). While industry has been 

gradually gaining in total share since the year 2000, manufacturing, the backbone of industri-

alization, has remained stagnant. It is hard to imagine that any country with Myanmar's popu-

lation size can reach per capita income of US$ 20,000 while largely relying on agriculture-led 

development and tourism. Myanmar is also too populous to rely on its wealth of natural re-

sources for sustained growth. Agriculture and energy exports can carry Myanmar for the next 

decade or so, but in the long run, it will be manufacturing and active participation in global 

trade that takes Myanmar further. Therefore, there should be a commitment to, and planning 

for, this second-phase transition. 

Myanmar needs to emphasize the promotion of manufacturing in its economic development 

plans, not just based on revealed comparative advantage, but as a strategic tool for structur-

al transformation in the long term. Export promotion may be used as a substitute for industri-

al development strategy in the immediate term. The National Export Strategy 2015-2019 

(NES 2015-2019), launched in 2015, includes a component of export-supported industrial 

development. In the medium term, however, a full-fledged industrial policy should be pre-

pared. The Myanmar government's capacity for industrial policy formulation and manage-

ment should be strengthened in time to handle this challenge.  
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Myanmar's circumstances call for policies that stimulate change in the industrial structure in 

the broader sense, as opposed to conventional industrial policies. Rather than having the 

government directly foster an infant industry, by selecting one and protecting it with tariffs and 

subsidies, it is better advised to cultivate private-sector capacity by improving business envi-

ronments and solving information asymmetry through regulatory reform. Aggressive industrial 

policy may prove to be unproductive at this point, considering the risks of it turning into pro-

tectionism and undermining the competitiveness of domestic industries, as well as the recent 

changes in the international trade environment, and the limited capacity of the Myanmar 

government to target and implement industrial policy measures. 

At the same time, industrial policy formulation can also benefit from the private-sector devel-

opment programs currently being developed by some donor agencies. Private-sector devel-

opment involves a comprehensive approach that covers the reform of institutions and regula-

tory environments, financial accessibility for businesses, and human resources that could 

improve economy-wide business environments.  


