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Maximising the full potential of 

Myanmar’s SEZs 
The soon-to-be publicly listed Thilawa special economic zone (SEZ) celebrated its six-month 

anniversary in March after it opened for business in September 2015. Policymakers hope that the 

SEZ will become a pillar of economic growth for Myanmar. However, much will depend on 

whether the new government can effectively utilise its strategic location. A good deal of 

progress is already under way in Thilawa, which has access to nearby ports and fast-growing 

consumer markets in the commercial hub of Yangon, but The Economist Intelligence Unit's 

recent site visit casts doubt on the SEZ's ability in the near term to integrate more broadly with the 

rest of the country. 

According to the World Bank, the tendency of the previous government, led by the military-

backed Union Solidarity and Development Party, towards centralised power left a lack of 

transparency and accountability in the public sector. This, on top of decades of 

underinvestment by the junta, is responsible for many of the infrastructure deficits that can be 

seen clearly today in Myanmar. Years of international isolation and civil war have left the 

country behind in many key industries. Catching up alone will be difficult. 

Amid such challenges to economic development, the government hopes that the Thilawa SEZ 

will drive growth by creating a more conducive environment for investors. However, the way 

forward will still be difficult owing to the ageing and overloaded roads in the surrounding areas. 

Myanmar's electrical grid, which currently reaches only a fraction of the country, is subject to 

frequent blackouts, but the Thilawa SEZ will at least make some headway in addressing this for 

the firms located within the zone. According to the Thilawa Management Committee (TMC, the 

organisation that oversees the SEZ), the zone has a more reliable power grid, separate from that 

which is causing problems for the rest of the country. Yet the backup generators located behind 

the TMC's offices would indicate otherwise. 

SEZs in a different world 

In trying to catch up to the world and move as quickly as possible up the value chain, Myanmar 

is partly following the well-trodden path of using SEZs to drive economic growth, bringing in 

international investors hoping to take advantage of the country's low labour costs, natural 

resources and strategic location in Asia. Without the skilled human capital that other 

neighbouring countries have spent years building up, however, this path is not a sure bet for 

rapid success. Many of the industries that the government hopes to developed in the coming 

years, especially those in low-end, labour-intensive export manufacturing, are already 

established in nearby countries. 

The well-documented success of SEZs in China owes in part to that country's government taking 

full advantage of the structure of the global economic environment a few decades ago. Earlier 
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on during China's rise, the country had only a few viable competitors for low-cost export 

manufacturing outsourced from the developed world. Today, such outsourcing is politically 

charged and less labour is being used in manufacturing overall owing to advances in 

technology. 

Greater connectivity within needed to realise full potential 

Notwithstanding the current global context, Myanmar is in many ways better situated than some 

nearby countries to develop rapidly. After all, the first-mover advantage is ever present in an 

economy that has only really been open to the global economy over the past few years. The 

country's population of more than 50m—the fifth-largest in the Association of South-East Asian 

Nations (ASEAN)—boasts relatively high rates of literacy and the lowest labour costs in the region. 

As a member of ASEAN, Myanmar will continue to benefit particularly from investment from the 

region: roughly 55% of approved foreign investment since 2013 has come from Singapore. Lastly, 

the country also borders both India and China, two of the world's largest and fastest-growing 

economies. 

Nevertheless, maximising the full potential of Myanmar's SEZs like Thilawa will require the 

development of transport links between these zones and the rest of Myanmar, including its 

shared border regions with China, India and Thailand—its top three export markets. Many of 

these border areas continue to be subject to intense fighting between the army and a host of 

ethnic-minority armed organisations, which helps to account for why the country has been 

unable so far to take advantage of its strategic location fully. Overall, connecting these SEZs to 

neighbouring giants over land will depend on a more genuine nationwide ceasefire and peace 

deal. Decades of internal conflict have completely cut off old land borders, with many roads in 

poor condition or destroyed entirely. 

The development of the Thilawa SEZ and its fledgling counterparts, Dawei and Kyaukphyu, in 

separate points along Myanmar's coast is a step in the right direction. However, more needs to 

be done to develop infrastructure leading to and away from these zones in order to maximise 

their potential. Over the longer term, the government may look at establishing SEZs or similar 

environments in border regions themselves to better capitalise on the country's location at the 

crossroads of East and South Asia. 
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