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EXECUTIVE SUMMARY

e While businesses and individuals in post-coup Myanmar have generally fared poorly
due to economic decline, some businesses have survived or grown. Of these, some —
including those owned by the regime, key leaders and their families — have exploited
their positions and connections since the coup for significant financial benefit. Others
have grown not because of their relationships with the military but because of their
business characteristics, business model, managerial initiative, or other circumstances.

e Competitors with military-linked businesses have often suffered — but not always. For
example, public boycotts dramatically hurt Myanmar Beer sales, reportedly boosting
sales of competitors not affiliated with the regime.

¢ Business performance has been shaped by dependence on foreign exchange and trade,
or operations in sectors viewed as strategically important by the military regime. Price
controls and regime interventions have hurt many businesses in key commodity sectors,
including rice, cooking oil, fuel, and gold.

e Shifting savings and investment patterns have boosted many businesses that help
Myanmar people avoid, mitigate, and cope with post-coup economic conditions, but
hurt businesses focused on investment and productivity. Businesses in sectors related
to land, property and gold have fared comparatively well, as have some in the
construction sector.

e Creditors have generally been hurt by inflation, which has reduced the real value of
kyat-denominated loans. Debtors, on the other hand, have benefitted from this same
phenomenon, as well as from administrative caps that keep interest rates below
inflation, though credit has become increasingly scarce.
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INTRODUCTION

Since the 2021 military coup, the economic fortunes of many businesses and individuals in
Myanmar have declined dramatically, mainly due to how the State Administration Council’s
(SAC) economic policies have fundamentally changed economic incentives. However, this has
not been the case for all businesses. Some have exploited their relationship with the military to
benefit financially. These businesses — sometimes called collaborators or cronies — have
received widespread criticism, and some have been sanctioned.! Some groups have even
argued that cronies are “the only people who can work in Myanmar now.”? Yet not all
businesses that have survived or grown since the coup have done so because of their
relationships with the military. Several factors, including their business characteristics,
business model, circumstances, or managerial initiative, have shaped their fortunes.

This paper reviews the complex drivers of post-coup business performance and shows that
business survival under the SAC may, but does not necessarily equate with cronyism. Post-
coup economic change is complex, shaped by the SAC as well as by public resistance to its
rule. This affects the production, consumption, and investment decisions of millions of
individuals and businesses in Myanmar. Business performance varies across time, space and
business characteristics, and sometimes has counterintuitive results — like businesses growing
even in a down economy. Businesses in Myanmar are not homogenous; many dislike the
regime and are natural allies for groups that seek federal democratic governance and the
stability that it theoretically promises. A more nuanced understanding of the economic forces
shaping business performance in Myanmar is therefore needed to inform discussions around
cronyism and economic justice.

ECONOMIC CHANGE SINCE THE COUP

Perhaps the most significant post-coup economic shift is the SAC’s move away from allocation
through market prices and towards allocation by regime fiat. Numerous steps, such as the 2012
exchange rate harmonisation, increased the economy’s market orientation under the USDP and
NLD governments. The SAC has undone many of these and now relies heavily on
administrative controls to direct resource allocation. This is reminiscent of previous military
regimes, under whom “in significant parts of the demand-supply nexus, one sees the state’s
hand instead of the invisible hand of the market.”

The regime’s control is notable in foreign exchange (forex) allocation. The SAC has reverted
to using multiple rates that do not reflect market conditions. In June 2023, it began forcing
exporters to exchange forex using a Central Bank of Myanmar (CBM)-run platform. In
December, it announced that the platform rate, which is ultimately determined by the CBM,
was the market rate, despite the fundamental contradiction in such a statement. Since this
announcement, the market rate has diverged from the platform rate significantly, and is now
29% higher.*

The regime has tried to force businesses trading key commodities such as fuel, edible oil, and
rice to sell at administratively-determined prices. However, selling at these prices is sometimes
not feasible, especially for goods imported with dollars bought at the market rate. In some
cases, the regime provides importers with forex at the administratively-controlled platform rate,
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allowing them to sell at administratively-determined prices. The regime sometimes cracks
down on merchants selling at market prices. However, this often results in performative
compliance, with businesses selling a small amount of goods at SAC-dictated prices and the
rest at market prices, or simply not selling goods at all. Commodities are increasingly
unavailable at SAC-dictated prices. For example, factory workers who should have access to

‘affordable rice’ report that very few shops sell it, and it often requires queueing all day, so
most are forced to buy at market prices.’

The regime has expanded controls over trade licensing. It now requires import licenses for 79%
of the total number of HS classification lines, up notably from previous regimes.® Most of these
are available only through the ‘non-automatic channel’, meaning that each consignment needs
manual approval, a clear entry point for corruption and control.”

These strategies and controls are complemented by other changes that also affect the economy.
Since the coup, the regime has increased deficit monetisation (e.g. money printing), and has
printed a total of 30 trillion kyat (US $6.5 billion at market rates) through June 2024. This has
been a key driver of inflation and has eroded savings, real wages, and living standards. The
regime has also changed its enforcement of parts of the legal and regulatory framework,
including wage and labour laws. Labour groups report more violations, and trade unions are
unable to operate due to persecution from the regime. The SAC has only added 2,000 kyat (US
$0.43 at market rates) of additional allowances to the minimum wage, despite rampant inflation
and the Minimum Wage Law’s requirement that wage setting — which should happen every
other year — consider changes in living costs.’

BUSINESS PERFORMANCE AND RELATIONSHIPS WITH THE MILITARY

Since the coup, some businesses — including those owned by the regime, key military leaders
and their families — have exploited their positions and connections for significant financial
benefit. The profiteering of Min Aung Hlaing and his family is the most prominent example.
Min Aung Hlaing is “one of the biggest shareholders” in military conglomerate MEHL, which
controls many businesses, including some in natural resources.'® Min Aung Hlaing’s family
has also benefitted — his son Aung Pyae Sone’s construction company has reportedly received
numerous military construction contracts through non-competitive processes.!! Aung Pyae
Sone’s insurance company, Aung Myint Moh Min Insurance Co., has reportedly sold
compulsory life insurance plans to all military members,!? and has monopolised the supply of
expensive medicines to the military.!> While the Min Aung Hlaing family has been the most
prominent beneficiary, numerous military officials have enjoyed economic benefits from the
coup.

Military-linked businesses and individuals likely benefit from access to forex at
administratively-determined rates. Accessing forex at these rates requires permission from the
regime-controlled CBM. While in 2022 and 2023, the regime provided more forex to
businesses and associations to import key commodities and sell them at fixed prices, recent
evidence suggests that less forex is being allocated to these schemes.!* Waiting periods for
import licenses, even for necessities such as pharmaceuticals, have grown. Edible oil imported
with undervalued forex was also scarce and were sometimes resold at market prices.!>
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The regime is capturing a greater percentage of this cheap forex, while incentivising avoidance
of formal financial channels subject to forced conversion. They may use it for imports or sell
it into the black market, earning rents from the arbitrage.! As administratively fixed exchange
rates diverge further from the market rate, access to cheap forex presents an increasingly
attractive arbitrage opportunity.!” This drives corruption, even amongst military leaders, and
brings SAC ‘crackdowns’ on this behaviour. For example, the former head of the regime’s

Foreign Exchange Supervisory Committee, Moe Myint Tun,'® was arrested in 2023 on charges
of treason, bribery, and illegal possession of foreign currency.!”

Competitors with military-linked businesses have often suffered — but not always.
Construction, insurance, and pharmaceutical companies seeking military contracts have likely
been hurt by reported preferences given to companies owned by Min Aung Hlaing’s family.
Similarly, businesses competing against firms with access to cheap forex have lost market
share. However, for other products, independence from the military has boosted sales. For
example, boycotts of military-owned Myanmar Beer resulted in sales declines estimated at 80-
90pc.?® The decline was so significant that in 2023, Myanmar military personnel were
“threatening owners of convenience stores who were not selling Myanmar Beer.”?! This
change in consumer preferences helped competitors of Myanmar Beer increase sales and
market share, as Heineken noted in their 2021 annual report.??

BUSINESS CHARACTERISTICS AND THEIR EFFECT ON PERFORMANCE

Many factors beyond military connections are shaping business performance in post-coup
Myanmar. One of the most important is dependence on forex and trade. Immediately after the
coup, Myanmar’s domestic economy suffered significantly. Exporters - who sell to
international markets and earn forex — were insulated and did comparatively well, at least
temporarily. They benefitted from the depreciating exchange rate, which made exports more
competitive in global markets. However, as the SAC’s forced exchange rate requirements
spread and exchange rates diverged, these policies increasingly hurt exporters. In some cases,
the regime interfered in export markets for political purposes — for example, by limiting rice
exports temporarily in 2023 — though other exporters including India also adopted rice export
controls around the same time.??

Exporters who operate cut-make-pack (CMP) manufacturing or function from the Thilawa
Special Economic Zone (SEZ) have been less affected by some changes because they are
governed by different legal frameworks. CMP exporters have a special customs procedure that
allows temporary admission of imported inputs which are unaffected by increased import
licensing.?* Similarly, the SEZ is not part of Myanmar’s customs area,?® so businesses there
have avoided some of the same effects.

Importers have generally suffered from trade and forex restrictions. Import licenses are only
granted for “around 10% of imported goods.”?¢ Businesses that resell imported goods or rely
on imported inputs have been hurt, as have individuals and businesses that buy from them.
Manufacturing and service businesses that sell domestically but have foreign currency
expenses have been particularly hurt, as increasing expenses have far outpaced increasing
revenues. This affected power provider VPower, which was paid in kyats to produce electricity
but purchased the needed LNG in dollars.?’” However, for domestic businesses that compete
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with imports, trade and forex restrictions have sometimes been beneficial. Some domestic food
manufacturers found new opportunities to sell goods through modern retailers, many of whom
have had to find local replacements after access to imported products was significantly

hampered due to post-coup import restrictions. This is part of a broader shift in sales “towards
locally produced goods,” the result of inflation, regulation, and lower real incomes.?®

Businesses in sectors the SAC views as strategically important have attracted more attention
and sometimes direct intervention from the regime — as happened in telecommunications. The
regime demanded that operators install active intercept equipment to spy on resistance groups.
Telenor refused, noting that the equipment was subject to Norwegian and European
Sanctions.?” It chose to divest and took a $782 million write-off on its Myanmar unit.>° The
regime refused to approve the sale to a wholly foreign-owned operator. It later approved the
sale when military-connected Shwe Bain Phyu was included as the majority owner of the joint
venture.

Businesses in key commodity sectors, including rice, cooking oil, fuel, and gold, have been
hurt by price controls, which the SAC adopted in hopes of reducing inflation and quieting
popular discontent. This approach has not proven to be feasible, so the regime has resorted to
scare tactics. However, they lack the scale to continually monitor compliance, and the
economic realities make it impossible for controls to sustainably lower prices. Instead, it affects
business decision-making and puts the personal safety of business owners and employees at
risk. In August 2023, for example, five leaders of the Edible Oil Dealers Association were
arrested for selling edible oil at market prices after obtaining forex at the official rate.’!

Commodity importers who receive cheap forex benefit more, compared to other importers and
domestic businesses. Especially in 2022 and 2023, the regime provided some commodity
importers with undervalued forex so that they could import and sell goods at prices fixed by
government committees. For example, the SAC partnered with the Edible Oil Dealers
Association to import and sell palm oil at a fixed ‘reference rate’.>> These businesses benefitted
from guaranteed sales of these goods and would have reaped outsized benefits if they corruptly
sold some of the goods at market prices.

Some businesses have suffered because they operate in sectors that have been
disproportionately affected by economic decline. This is true for the tourism sector, which has
shrunk dramatically. The number of international tourists fell precipitously during the COVID
pandemic, and never rebounded due to the coup, even as other ASEAN countries saw tourism
numbers increase to a much higher percentage of their pre-COVID levels.

Shifting savings and investment patterns have boosted businesses that help Myanmar people
avoid, mitigate, and cope with post-coup economic conditions but hurt businesses that are more
focused on investment and productivity. These shifting patterns are due in part to the kyat’s
decline, which is driven by deficit monetisation (e.g. money printing) and widespread public
distrust in SAC economic management. Some areas that have been hurt include businesses
supporting capital investment, whose returns are now far more uncertain. The decline in
“investment product” imports, down at least 38% since before the coup, has hurt these
importers.*3 Similarly, interest in education has declined as perceptions of decreasing returns
discourage human capital accumulation.
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Because the kyat is no longer an effective store of value, people have moved into gold, land
and property, driving up prices and helping businesses in these sectors. Gold has long been a
popular store of value, and post-coup, many people “have bought gold for investment
purposes.”* Property prices have increased significantly in Yangon®® and other cities such as
Taunggyi, which have also benefitted from perceptions of safety.>® Inexpensive land plots in
peripheral Yangon are also in demand, as the “number of people who buy land for investment
is increasing.”” People are also buying land in secondary cities such as Pyay.’® People have
also moved money out of Myanmar, including to Thailand, whose property market has seen an
influx of Myanmar buyers. This has even benefitted some insurance companies, who have seen
sales increase due to “client fears and the relative appeal of insurance to provide protection and
savings/investment opportunities.”®

The increased interest in alternative stores of value has also helped construction businesses and
their suppliers. Cement demand is down only slightly from before the coup, from 11-12m tons
in 2020 to 10-11m tons in 2024.%° Steel demand has rebounded from 2021.4! The number of
building permits issued by YCDC has grown steadily since the coup,*? and construction
businesses have been “operating regularly”.*> Some construction activity takes place due to
government contracts. This may be facilitated by a large domestic supply of cement, which is
probably relatively low-cost and further aided by the fact that a large share of construction
costs occur in Myanmar kyat (of which the regime has a relatively abundant supply).*

Total number of building permits by YCDC*

11-2019 05-2020 11-2020 06-2021 12-2021 06-2022 12-2022 06-2023 12-2023 06-2024

Businesses and consumers across Myanmar have been hurt by increasing logistics and supply
chain costs. This is caused by disruptions near border trade posts and along key road corridors,
increased fuel prices, more stringent travel authorisation protocols, increased number of
checkpoints, growth in informal payments, and a lack of vehicle spare parts.*® Myanmar’s most
recent CPI showed transportation costs increasingly quickly — up 92% since the coup. Surveys
of trucking companies echo this, showing rates reportedly doubling on some routes from 2020
to 2023, due partly to a three to four-fold increase in “unofficial tolls and checkpoint fees.”
Trade disruptions in some areas, notably Southeast Myanmar, have been significant and some
routes have been completely impassible for periods in 2024.*® Logistic and supply chain issues
have caused stock shortages for retailers and made some imports uneconomical, pushing sales
towards domestically produced products.*” Some exporters, such as those of watermelon, have
redirected sales into the domestic market due to the higher transport costs and lower
infrastructure quality of remaining export routes via Mongla, Bhamo, or Kengtung, which
damage produce and increase financial losses.’® While this benefits domestic consumers, it
harms farmers and traders.
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Creditors have generally been hurt by inflation, which has reduced the real value of outstanding
kyat-denominated loans. Debtors, on the other hand, have benefitted from this same
phenomenon, as well as administrative caps that keep interest rates below inflation. This has
unsurprisingly led to a decline in available credit. However, prospective debtors, including for

microfinance loans, have suffered as credit has become scarce and real loan values have
decreased due to inflation.

Wage workers, including in garments, have done poorly compared to self-employed and other
groups. Prior to the coup, garment workers had seen steady gains, thanks to the sector’s growth
and policies such as the minimum wage. However, nominal wages have risen only slightly—
less than 25%—from the coup until the end of 2023, despite consumer prices increasing by an
estimated 87% over this period.’! Wage workers have also fared poorly compared to
employees and other types of workers and have been at greater risk of suffering from food
insecurity and inadequate diet quality.>

Workers in select sectors have also suffered disproportionately. Workers in manufacturing and
services have “experienced sharper reductions in consumption and increases in poverty than
workers in agriculture™?® Workers in agriculture fared better in 2023, and even experienced a
slight increase in median real income per adult.>*

CONCLUSION

Business performance in post-coup Myanmar has been shaped by numerous factors, including
business characteristics and how those intersect with post-coup economic change. Overall,
individuals and businesses have suffered greatly, and the economy has performed poorly, albeit
that some subsets of business have done well. This has especially been the case for sectors of
the economy that help people adapt to and mitigate the effects of SAC rule — such as gold,
property, and land sales. Other businesses that have done well include some domestic
manufacturers and a few competitors to military-owned businesses. The drivers of this are not
military connections or cronyism but instead are certain complex economic changes. In
practice, few businesses like the regime, and almost all want a level of stability and
predictability that the SAC is unlikely to be able to provide. Though business is sometimes
portrayed as an ally of the military, in reality, many of them share common cause with
Myanmar’s people and resistance.
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