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Ready to take off
yanmar and Germany have enjoyed a
well-developed diplomatic and business
relationship since 1954. Last year, in a
clear indication of the strengthening of ties
between the two countries, the President of
The Union of the Republic of Myanmar H.E
U Thein Sein embarked on an official visit
to Germany, where he met with Chancellor
Angela Merkel.
During the visit, Thein Sein explained Thein Sein
President
that cooperation between both countries,
in sectors such as education, agriculture, ICT and tourism, will
help Myanmar improve its economic situation, as well as aid social
inclusion.
Germany is Myanmar’s largest source of European investment and
its biggest trade partner, with $250 million of bilateral trade recorded
in 2013. As a member of the Association of Southeast Asian Nations
(ASEAN), which proffers easy access to a 600-million customer
market, Myanmar can cement its position as a key regional partner
for Germany.
The Southeast Asian nation offers many competitive advantages for
business people and is experiencing an historic moment as it transitions
to democracy and adapts from being sanctioned by the west for the
demeanours of past governance. Myanmar today is open to foreign
investment, trade, innovation and know-how, and supporters believe
that as a country that has received a substantial amount of negative
press in recent years, the positive groundwork now under way should
be brought to the world’s attention.
The Myanmar government is extremely appreciative of Germany for
its ongoing support. In May, the German-Myanmar Business Chamber
was launched to positive effect, while Gesellschaft für Internationale
Zusammenarbeit (GIZ) is making a difference by updating Myanmar’s
banking system, among other initiatives.
With a general election around the corner, this is a decisive year for
Myanmar, as investors and western governments need to know that
political stability and an open business climate are in place.
Newly implemented structural reforms have seen growth soar by
around 7.7% and the general feeling is one of optimism and looking
forward. President Thein Sein, who became the country’s first noninterim civilian president in 49 years, in February 2011, takes up the
story.
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Myanmar and Germany boost relations

Inle Lake, Shan State
“In the short-term, we obviously need financial resources and capital,”
he says. “We are lacking technology, know-how and are still in the early
stages of human resources development so we are trying to attract FDI
from abroad, including countries like Germany. As a consequence of
economic sanctions imposed to our country on the past 20 years, the
poverty rate here is high — 26% at present. We are depending on our
capacity to generate more jobs to alleviate this.”

“There are many new projects under construction, such
as ports and airports. We are also giving priority to small
and medium enterprises..”
Thein Sein, President, Myanmar
In November 2012, the government approved a foreign investment
law, representing a huge step forward for international business
relations. In terms of opportunities and interest, the oil and gas industry
is currently top of the list, with other areas such telecommunications,
and transport on the radar.
“There are many new projects under construction, such as ports
and airport,” Thein Sein says. “We are also giving priority to small and
medium enterprises. We are trying our best to produce value-added
products, so this is good opportunity for investors and for the country.

Cultivating a prosperous, sustainable, export-led
agriculture sector for the next generation.
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Parami Energy empowering rural leaders.
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I mention SMEs as we know that Germany is a leading country in this
field. In addition to that, a systematic and well-planned extraction
industry is needed, not just because the resources [which include
gems, metals, water, and oil and gas] are limited but because the
activity has a profound impact on the environment. We have submitted
our application to become a member of the EITI (Extractive Industry
Transparency Initiative) and are a candidate member for the process.”
Fundamentally, however, with rich, fertile soil, and 12.25 million
hectares of workable land, Myanmar is an agricultural country, with
crops such as rice, pulses and sesame seeds among its highest exports.
The country’s strategic location between China and India gives it an
excellent advantage and represents a huge potential for a thriving
agribusiness, value-added sector.
“We are trying to switch from traditional farming methods to
mechanised farming, and were delighted when Angela Merkel
expressed her willingness to provide the necessary assistance to
develop the sector,” President Thein Sein says. “To enjoy sustainable
development, we need to strengthen our industries to reach the status
of industrialized nations such as Germany”.
As Minister of Agriculture and Irrigation Myint Hlaing reports:
“Agriculture is the biggest sector of Myanmar’s economy, employing
around 70% of its working population and generating around 32%43% of its GDP and around $2,000 million in exports last year.
“The agribusiness sector is a critical driver of growth with rural
development and agribusiness poised to potentially lift millions of
Myanmar citizens out of extreme poverty. Basic infrastructure —
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roads, airports, communications and electricity — are inadequate and
compromise market access, distribution and competitiveness.
“For the vast bulk of families who are living below the poverty
line, agriculture is their primary source of income. But many of these
farmers face a range of market barriers including a lack of knowledge
and tools for efficient production, as well as a lack of technology to
support agricultural processes, ensuring that the quality and quantity
of their yields remain low.
“Many young people have left the sector altogether in search for
better-paid jobs in urban areas or abroad. ”
Despite government efforts to organize micro-financing projects,
access to funding or investment for local farmers remain low.
“We are the second in ASEAN region in terms of land resources,
just behind Indonesia,” Minister Myint Hlaing explains. “In terms of
water resources, we are among the top five countries in the world. With
western help, we could improve our efficiency and double or even triple
our GDP. The return on investment (ROI) is extremely high. If you were
to invest say USD100 billion in any other country, you could make a
ROI of around USD200 billion in one or two years. But if you come to
Myanmar, you could make around USD500 billion, two or three times
more than elsewhere.”

Agriculture promoted through private initiatives
Myanmar Agribusiness Public Corporation (MAPCO) is a wholly-owned
non-government public corporation, established in 2012. MAPCO was
formed to mobilize public savings and foster broader investment in
Myanmar’s agriculture and agro-based industries.
MAPCO is the leading player in the agriculture sector and the business
arm of the Rice Federation (most company shareholders come under
this Association), and will shortly be listed on the new Yangon Stock
Exchange. MAPCO is a platform for the development of Myanmar’s
agriculture sector, working with international organizations, and
partnering with international businesses. It supports and contributes to
the farmers, small-holder farmers, as well as other activities like contract
farming and involvement in fertilizers, agro-chemical, distribution. It is
also involved in the processing and manufacturing of rice commodities.
“We started exporting rice to Japan in 2013 and 2014,” says MAPCO’s
managing director U Ye Min Aung. “It was a milestone as we hadn’t been
able to export to that market for around 40 years. We also initiated
rice exports to the EU: they have granted us access to the generalized
scheme of preferences and are lending huge support.”
One of the many strengths in Myanmar’s favor is the fact its uses very
few chemicals in the production process ensuring biodiversity, food
safety and sustainability, something particularly attractive for German
palates.
“We can export around three to five million metric tons a year,
www.prismagroup.de

without negatively impacting our environment,” U Ye Min Aung says.
“We look at Germany and see them strong in agricultural machinery
and equipment. We can work together and also in the food processing
and manufacturing activities. Those are areas where they can definitely
make a difference. We need to sustain this peaceful transformation and
for that, we need the support of the international community. Without
its recognition and support, this process would not be complete.”
While rural infrastructure development is a step in the right
direction, Myanmar also needs to develop air, sea and road links in
order for the goods to get to the more developed parts of the country.
Villages surrounding the country’s main arterial highway from Yangon
to Mandalay are yet to be linked.
The good news, however, is that an increase in FDI since President
Thein Sein came to power in 2011. The building of new manufacturing
plants, both for and outside SEZs, has contributed to around a quarter
of total infrastructure development in recent years.
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Embracing internationalization
The Lat War Group is one of the largest locally-owned garment and
textile contract manufacturer in Myanmar and has been the go-to name
for international brands from Europe, Japan, Korea, Russia and Hong
Kong for years since it was incorporated in 1999.
In line with Myanmar’s business reforms over the last two years, Lat
War Group has expanded into other business activities in the and now
boasts four distinct business lines – Garments and Textile Contract
Manufacturing, Paper and Pulp, Power Generation, and Real Estate
Development. Khin Maung Aye, chairman, takes up the story:
“We started the garment and textile contract manufacturing business
in 1999 with our first garment factory. We then opened a second premise
in 2010 — our flagship factory — in Hlaing Tharyar Industrial Zone
3, Yangon. In 2009, we diversified into the high-end condominiums
business by co-developing the Golden Rose Condominium (the first ever
condominium development in Yangon which introduces the concept of
indoor swimming pool) then the Hill Top (1 and 2) developments and
the latest one Polo Club (Asia) Residence.”

“We are strategically located within Asia and our eyes
are on Europe We are looking forward to the arrival of
German technology, as well as the much-needed training
and transfer of skills.”
Khin Maung Aye, Chairman, Lat War Group
“We also developed the Yaeni Industrial Park—a strategicallylocated project featuring strong inland connectivity, water sources, and
proximate to townships with high populations.
“In 2011, I made a promise to myself that in 2015 my group of

www.prismagroup.de

companies must employ 10.000 workers. This is to help the people and
support the government’s vision, because although the profit margins
in the garment industry are limited, the impact on people is very high.
“We usually look to Germany as the biggest European economy, and
know a lot about the market because, since 1999, our major products
having been going to Germany and we have very good buyers from
there. We are strategically located within Asia and our eyes are on
Europe. We are looking forward to the arrival of German technology, as
well as the much-needed training and transfer of skills.”

Industrialization - the next milestone
The manufacturing sector attracted USD 1.8 billion in FDI in 2013-14
and USD 1 billion of investments in 2014 (April-November). While some
of this investment has gone into job-creation and material imports,
Myanmar has also benefited from new market entrants such as CocaCola, Carlsberg and Unilever who have set up base in the country.
It is an optimistic moment in time, and the opportunities are
numerous. The Ministry of Industry, now led by U. Maung Myint, has
had a complete change of mind-set in recent years, and is looking at
the private sector as growth drivers.
“Our team has changed substantially to support the private sector,”
he says. “We had more than 100 factories under this Ministry, but now
we are leasing around 59 of our factories to the private sector. Terms
and conditions are imposed from the central government and the
Myanmar Investment Commission.
“We recognize that some investors are on stand-by because of the
political situation and the forthcoming elections. My message to them
is not to hesitate to come to Myanmar: this government is committed
to democratization and we are doing so step-by-step. We do not have
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any intention of going back; these changes are
here to stay.”
Myan Shwe Pyi Tractors Ltd is the
authorized Caterpillar dealer for Myanmar.
Known as “MSP CAT”, it provides a full range
of Caterpillar machines, engines, parts and
services to world-class standards. MSP CAT is
a total-solutions provider, offering the lowest
costs for the life cycle of heavy machine
Khin Maung Win
equipment and power systems equipment
Chairman
while giving the best product support available
MSP CAT
through its customer service and training.
“With more than six locations and 400 employees, MSP CAT is
making huge efforts in training and invests a lot in facilities and human
resources in order to provide local workers with the skills needed to
maintain and use their equipment,” says chairman Khin Maung Win.
“Multinational companies are having a huge impact on the workings
of local companies: not only how they take care of their staff, but also
the communities in which they operate. A lot of benefits come with
these global operators so we look forward to that. More multinationals
operating in Myanmar brings better value and it will be good for the
sustainable growth of the country. You need to look beyond your
customers and your team and try to see what is your impact socially on
the communities and on the environment.”
In the meantime, there are several automobile and motorcycle
manufacturers entering Myanmar’s competitive market using
Complete Knock Down (complete knock-down) assembly lines, and
benefiting from the government’s decision to allow the importation of

used cars from 2011 to brand new car imports from 2013.
For Super Seven Stars (SSS), an esteemed group of companies in the
automotive industry that specializes in both passenger and commercial
brands, including SsangYong, KIA, Peugeot, Hyundai, and KingLong,
this has been a phenomenal boost.
“We have showrooms all across the country,” says San Linn, SSS
chairman. “We set up a factory that opened in 2009, with a technical
collaboration agreement with two Chinese companies.
“In 2012 we had this new elected Government coming in and then
in September of that year they allowed import of used cars first (more
than 98% coming from Japan). In 2013, when the government gave
permission to import brand new cars, we were the first company to act.
“Frankly speaking, Myanmar’s economy is not well developed yet, so
so most people are buying reconditioned used cars. We were the first
company to distribute KIA cars and set up the KIA showroom. Up to
now we are the front-runner in sales volume of brand new cars. Our
market share in the brand new sector is about 25% at the moment.”
“It’s quite expensive to set up the infrastructure needed, so we would
advise investors to import the cars and then move into assembly, so
that people get accustomed to the brand. They should also find a local
partner. We have an assembly line here and our workers are trained by
Chinese and Korean experts. We are the only ones with an assembly
and spraying line in the country, so if they want to produce a limited
volume, we can be the partner they need.”

My message to investors is not to hesitate in coming
to Myanmar: this government is committed to
democratization and we are achieving it step-by-step.
U. Maung Myint, Ministry of Industry
“We are looking for German car manufacturers to come and work with
us. We are experienced in sales, manufacture spare parts with some
technical assistance cooperation, and we can open service stations to
get more accustom to German brands. We also acquired 300 acres of
land for industrial zones to build an automotive complex and need to
have a partner to work with us with this project. We are now hoping
Audi will cooperate with us.”
Myanmar is probably the last country in the world to present so many
investment opportunities, having been isolated from the international
community for so long. Every single sector has potential and invites
investment.
The government cannot do it alone and it knows that—so for the
last three years, it has been demonstrating itsr aim to welcome FDI. It
therefore welcomes input from Germany as it rides this growth curve
and transforms to a thriving business center.

Quality and integrity
delivered to international standards
Lat War Group, driving inclusive and sustainable
economic development in Myanmar since 1999.

LatWar Group 51/A Corner of East Race Course Road and Laydaungkan Road
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