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ABSTRACT

Purpose —This article is devoted to international business development issues taking into considerations the
electric industry in Myanmar.

Methodology - The primary research methodology of this paper is based on conducting comparative and sys-
tematic analyses, causes and consequences analysis, methods of statistic grouping and expert assessment. It
also implemented risk management analysis and market analysis in terms of the electric industry in Myanmar
and ASEAN.

Originality/Value - Myanmar, previously known as Burma, is the second-largest country in South East Asia
with a strategic geographic location bordering India, China, Thailand, Laos and Bangladesh having many
contemporary attractive competitive advantages for international business development. The given research is
studied the electric industry in the context of analysis of two big electric companies — ‘Thai Yazaki Electric’
(TYE) and ‘Peace Myanmar Electric Holding” Company, operating both in Myanmar and ASEAN commu-
nity. Thus, this paper presents the most contemporary analytical review of this current economic situation
based on the latest data of 2016-2018.

Findings —It has been conducted the country’s macro-analysis, as well as micro-analysis of Myanmar’s cable
and wire market including external and internal business environmental aspects. It has been studied the entry
modes of the considered companies. On the basis of risk management methods, it is carried out the risk iden-
tification and risk assessment, and strategic risk management proposals are presented. Based on the current

market review and strategic approaches to the competitiveness by M. Porter, it is revealed the positioning of
companies and competitive advantages for the electric power industry within the domestic and foreign mar-

kets. Moreover, it is proposed the recommendations to accelerate the development of international business in
the given industry.
Key words — International business, development, electric industry, Myanmar, ASEAN.

INTRODUCTION
Myanmar is the second-largest country in South East Asia with a strategic geographic location bordering India,
China, Thailand, Laos, and Bangladesh. 70% of its 55-million population is rural. Myanmar’s GDP per capita
is USD 1484,2 in 2017. The economy is predominantly agrarian and agriculture accounts for more than 70%
of employment [1].

Myanmar was riddled with deep economic sanctions for nearly three decades as the international com-
munity reacted to the oppression of democratic liberties in the country. With restrictions on foreign investment
and lack of assistance from multilateral organizations, Myanmar’s economy lagged behind its potential. With
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a new government taking office in 2011, Myanmar’s foreign relations have been improved. Sanctions are in-
creasingly being lifted and assistance has started pouring in from ADB and World Bank.

As Myanmar embarks upon reversing the damage and realizing its potential, availability of electricity is
crucial in all spheres — economic, health-related and educational. However, nowhere is the immensity of the
task at hand more apparent than in the electricity sector. Less than 30% of households are connected to the
electric grid. Per capita consumption of power is lowest in ASEAN. There is over-reliance on hydropower and
erratic demand side management, especially in summer months. Current supply is almost 30% below demand,
manifested in sweeping load-shedding [2]. Planning is centralized, haphazard and seemingly untouched by
market dynamics. Power plants have numerous breakdowns and abysmal efficiency. Transmission and distri-
bution networks are antiquated and omit large expanses. Highly-subsidized electricity tariffs and resulting fis-
cal deficits have crippled public investment in infrastructure. Skepticism over political stability, heavy-handed
government terms, and deficient financing ecosystems discourage private entrants.

This paper is devoted to the study of international business development in the case of Myanmar electric
industry, particularly taking into consideration two big electric companies - Thai Yazaki Electric (TYE) and
Peace Myanmar Electric Holding company - operating in Myanmar and ASEAN.

In Thailand, Thai Yazaki Electric (TYE) wire company limited was founded in 1962 and the new fac-
tory has been completed in 1974 that to produce copper rod and aluminum rod, low-voltage power and
control cable, high voltage power cable, aluminum cable, PVC insulated flexible wire and cable, PVC
electric insulating adhesive tape, automobile insulating adhesive tape, automobile wire and cable, tele-
phone and communication wire and cable. Thai Yazaki Electric has been agreed with Peace Myanmar
Electric Holding company limited in 2014, to distribute their products as the only one authorized distribu-
tor in Myanmar. Currently, Peace Myanmar Electric Holding company is distributing the various prod-
ucts of TYE as well but according to the Myanmar market situation, they have to invest for production in
Myanmar [3].

Peace Myanmar Electric Holding company limited was founded in 1994 and their main business
is distributing the electric products and service for low voltage and high voltage power transmission and
distribution system. The wire, cable and its related products are essential need to expand the electric pow-
er business. PME Holding has also distributed circuit breaker, meter, pipe lock lamp, relay and so many
panel accessories over 20 years’ experiences on those business partners so that they understand to ex-
pand which the related market needs [4]. Thus, the key research findings of the research are presented
below.

KEY RESEARCH RESULTS

Macro-analysis of Myanmar. In Myanmar, wire and cable market with price competitiveness and good op-
portunities business in the future that are leading by Yazaki, Sumitomo, Standard, Eland, LS, TaiHan, Triple
Circle, Golden Lion, Tai Sin, RR, Sun Light, Wilson, Universal such are penetrating since before 2014 but
mainly have be competing by Yazaki, Sumitomo, LS, RR and Golden Lion. According to the contemporary
market survey, their positions are as the followings (Figure 1).
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Figure 1 - Competitive Profile Matrix of Myanmar Electric Market
Note: Source — Compiled on the base of [2,3,4].

Building competitive profile matrix of Myanmar electric market, it needs to mention that Myanmar elec-
tric industry has over 20 years’ experiences in electric and power system and also they have a lot of customer

loyalty and strong organization.

Table 1 — Key Distribution Companies Network in Myanmar Electric Market

Distributor Company
PMEH WM Power Alpha Power Classic Engineering Golden Lion
Critical Success Factor W R S R s R s R s R S
Advertising & Promotion 0.12 -+ 0.48 2 0.24 2 0.24 1 0.12 2 0.24
Product Quality 0.12 -+ 0.48 * 0.48 - 0.48 B 0.48 -+ 0.48
Price Competitiveness 0.12 1 0.12 2 0.24 2 0.24 2 0.24 2 0.24
Sales Distribution 0.12 3 0.36 2 0.24 3 0.36 2 0.24 2 0.24
Organization 0.02 3 0.06 3 0.06 2 0.04 2 0.04 1 0.02
Customer Care 0.02 3 0.06 2 0.04 3 0.06 2 0.04 1 0.02
Financial Position 0.08 3 0.24 3 0.24 3 0.24 2 0.16 3 0.24
Management Experience 0.08 3 0.24 2 0.16 3 0.24 2 0.16 2 0.16
Customer Loyalty 0.1 B 0.4 3 03 3 03 1 0.1 1 0.1
Global Expansion 0.05 2 0.1 4 0.2 2 0.1 2 0.1 2 0.1
Market Share 0.08 3 0.15 2 0.1 2 0.1 1 0.05 1 0.08
Sales Support 0.12 -+ 0.48 2 0.24 2 0.24 2 0.24 2 0.24
1 3.17 2.54 2.64 1.97 2.13
Yazaki SUMITOMO LS RR Golden Lion

Note: Source — Compiled on the base of [2,3,4].

The distribution network is country wide already strategically located with branches at capi-
tal city Naypyidaw and Mandalay as well. According to CPM analyst (Table 1), (1) PME Holding, (2)
Alpha Power company, (3) Wa Min Power company, (4) Golden Lion, and (5) Classic Engineering
company.

There are three kinds of selling type as the marketing intermediaries that are modern trade, whole sellers
and dealers for the wire and cable market in Myanmar. Modern trade like the one-stop selling for construc-
tion material and electric power of low voltage. The whole seller almost same the dealer but they are so many
outlets more than the dealer and the dealer type like an electric shop.

The customer market is different from some Asian country that is an army. Normally, the market type or
segment are a consumer, business, government, reseller and international but it needs to divide the army and
government for the government sector in Myanmar cable market.
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The Public. Between 2010 to 2018, the media publics is improving effectively more than the past as the
rest, the local publics, government publics and internal publics are changing to improve that to be developed
the country.

The Micro-analysis of Myanmar. Geographic Opportunities. Myanmar is the strategical located be-
tween India and China and has the neighbor countries of the important business window with India 1468Km,
China 2129 Km and Thailand 2416Km and the coastline 1930Km is the chance to connect with western world
(Figure 2).

CHINA

Figure 2 — Myanmar in the Context of Geographic Opportunities
Note: Source [2].

It is many chances to do the seaport across the coastline. Currently, Yangon seaport is the main port and
the other main port are Dawei seaport, Sittwe seaport and Kyaukpu seaport and then other prospective ports
are Thandwe, Pathein, Mawlamyine and Kawthaung. The Dawei SEZ economic zone and Kyaukpu SEZ eco-
nomic zone are constructing as the plan.

On the other hand, (Link-1) the strategical economic corridor link plan start form Dawei SEZ —
Bangkok(Thailand) — Phnom Penh(Cambodia) — Hochiminh City(Vietnam). (Link-2) the Mawlamyine(Myanmar)
— Thailand — Laos — Vietnam. (Link-3) From India — Tamu(Myanmar) — Naypyidaw — link to Mawlamyine.
(Link-4) From India — Tamu(Myanmar) — Mandalay — Muse(Myanmar) — Kunming(China) — until Qinzhou [5].

The Demographic factors. According to the 2018 Census, the current Myanmar population is 55,3 mil-
lion, and the population growth rate of 0.91%. The age structure 0-14 years 26.85%, 15-24 years 17.75%, 25-
54 years 42.36%, 55-64 years 7.52% and 65 years and over 5.53% [2;5].

The 2018 Census shows an overall increase in the number of covenantal households from 6,495,621
in 1983 to 10,877,832 in 2018. The highest increase was recorded in Kayin State (166 percent), Shan State
(119 percent) and Yangon Region (108 percent). The detailed information concerning demographic factors in
Myanmar is presented in Figure 3.
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Figure 3 — Demographic Factors of Myanmar
Note: Source — Compiled on the base of [1;2;5].

Political factors. The threats of the political issues are cease-fire problem that mainly in Kachin state
northern of Myanmar, Shan state and Kayin state in the east. Another problem is in western Rakhine state that
is watching as a global issue. It is the neighbor country Bangladesh border as the problem of the race of Bangali
case. Another one is the inherited oppression that the previous government held heavily visible mass releases
of political prisoners almost 1,200 people have been freed since 2011 to begin locking up a new generation of
activists simply for taking part in demonstrations over issues like education reform and land confiscation [2;6].

Economic factors. In Myanmar, construction market presents opportunities in real estate, building con-
struction materials & building finishing materials that the market grew from USD 2.4 billion in 2011 to USD
3.95 billion in 2013, with 87% of spending coming from the private sector, especially from local companies.
In the coming years, Solidiance forecasts Myanmar’s construction market to reach at least USD 6.6 billion by
2018 that frontier market the fastest growing construction industry in the region [2;7-9].

According to the data provided in Figure 4, during 2016-2017 Foreign Direct Investment result, USD 9.6
billion invested that are mostly in power and oil and gas sectors as the government tenders [9].

Foreign investment in Myanmar’s construction comes mostly from Asian companies like HK & Shanghai
group, Capitaland, and Lotte. As foreign companies cannot buy land in Myanmar, they tend to partner with
large local conglomerates like Yoma, Max, Naing & Shwe Taung Group [10].

Legal factors. As the new legal issue, the key Element of Myanmar investment law three mainly announc-
es that are the most investment proposals no longer need to be screened or approved by the Myanmar Invest-
ment Commission. Tax ‘holidays’ of up to seven years are available for promoted sectors in certain geographic
areas. The funds can be transferred overseas by foreign and domestic investors [11].

The key element of company law is the foreign investors will be able to own up to 35% of a Myanmar
company before it is considered a foreign company [12]. The replacement of the inflexible Articles of As-
sociation and Memorandum of Association with a corporate Constitution. A company must have at least one
resident director but that director does not need to be a Myanmar citizen. New protections for minority share-
holders.
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Figure 4 — Myanmar Foreign Direct Investment
Note: Source — Compiled on the base of [2;7-9].

Environmental factors. The huge mine of Monywa and Letpadaung copper mine project in the Sagaing re-
gion in Myanmar is running by China North Industries Corporation. Myanmar military government and China
North Industries Corporation and Canada’s Ivanhoe Mines Ltd agreed to operate since 2007. Many Myanmar
people going up against the mine because of the environmental damage and those living near villagers against
for health problems and environmental devastation around the mine that also chemical concentrated water,
dying crops, higher cancer rates. In 2012, the parliament launched an independent organization was headed by
Nobel laureate Aung San Suu Kyi but the villagers argued and to stop the mine and want to get their old land
[13].

Regarding the Thai, Yazaki Electric has been agreed with PMEH as direct export since 2014 that are using
parallel direct export mode international representative office and foreign distributor (PMEH) [12]. For Thi-
hlawa SEZ economic zone, it is running by mostly Japanese investors that while TYE is joining and dealing to
direct connect the Japanese customers by the representative but if they have agreed to contract, PMEH can sell
and deliver to them because the TYE representative office made only the negotiation and manage the customer
requirements. For the government and some localize projects, PMEH distributes as a foreign distributor with
agreement right. But according to the market situation, TYE has to make investment mode of joint venture
subsidiary and as the production subsidiary of the rationalized manufacturer. In high voltage cable market and
government tender, TYE direct export to PMEH and they will distribute and compete the tenders. On the gov-
ernment side, they define the spec in with premium brand, for example; country of origin must be able to have
Europe or Japanese brand. For the building wire and cable, market is not easy to compete especially for the
price and local production so that they should invest and a joint venture with PMEH to produce only building
wire for competitive advantage before anticipating by the competitors. If they produce in local, can save the
commercial tax and tax “holidays” of up to seven years and lead time for inventory shortage and high potential
market demand of housing projects and rural power supply projects.

Risk Assessment and Risk Management. The risk has everywhere and every situation but different
more or less depending on project expectation. The investment of the building wire production has many risks
to manage with four steps that are risk identification, risk assessment, risk response development, and risk
response control. According to risk identification, TYE has to consider landowner side to build the factory
as the financial risk, and another one is human resource management and they have to recruit as well as any
contractual obligation risk in the current political situation. In Table 2 below it is building the risk assessment
matrix describing risk events, risk probability, risk impact and risk score ratings.
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Table 2 — Risk Assessment Matrix

Risk event Probability Impact rating Score
To build the factory with land side of ownership and financial assessment | 100% B (50) 50
To recruit the good train workers and supervisor level as HR assessment | 100% B (50) 50
To avoid the impact of political and regulation unstable, contractual | 90% B (50) 45
obligation consistent

To complete right time schedule before anticipating by a competitor, | 100% A (100) 100
distribution plan

To plan and schedule for the manufacturing assessment in time until the | 100% A (100) 100
distribution process

Note: Source — Compiled by authors on the base of [3,4,7].

To construct the building wire factory, they have to plan like short term, medium term and long term that
it shall start level 1 production line up and set up the machine for it after that the plan to upgrade and modify
partially. Level 2 production development plan and level 3 with a contingency plan. The HR assessment also
needs to prepare that increased manpower to depend on the production plan. The schedule is important that
action plan and will reduce the risk level upon likelihood.

The Thai Yazaki Electric focuses are where government 40% in high voltage and medium voltage, the
construction business that are main contractors, sub-contractors and developers 25% in medium voltage, the
dealers and the electric retail shop of distributor that direct from PMEH 40% in low voltage as the building
wire market and others 5% [3;4;7]. That they expect to invest to build the product in Myanmar market.

The Competitor’s Analysis. According to Michael Porter’s [14] competitive strategy, TYE have to use
the focus best-value strategy during penetrate the market and branding after that to use the differentiation
strategy that a business model can’t offer the best product at the lowest price and maintain a sustainable
competitive advantage that managing together with PMEH company in Myanmar. The reason for using the
focus best-value strategy firstly, the medium voltage and building wire market niche is large especially in the
government sector, they want quality brand and products as their spec in and another market niche in the main
contractors and sub-con are going to handle mega project that also need the quality brand in the construction
industrial included Thihlawa SEZ, Kyaukpu SEZ, and Dawei SEZ projects. Before entry of foreign investor
around 2010-2013, the cable and wire industry leader (e.g. Golden Lion cable & wire) is local and they do not
care that huge market niche by using cost leadership strategy to success because they don’t have multi-product
range and avoid that risks [15]. And also the cable and wire market is very complicated segments and many
market niche in Myanmar that while they are taking care of their loyal customers only. On the other hand, the
most of competitors are penetrating with the cost leadership strategy that included LS, they also prepare to pro-
duce the building wire in Myanmar that market will be reduced the market niche coming future. The ‘Yazaki’
brand is worldwide that cannot be able to change to cost leadership and the local rival seller already have the
sources and many costing methods rather than foreign investors. TYE have many ways to differentiate for the
different value and also many competitors as diverse that can complicate the buyer needs and the market trend
also switch to quality products.

CONCLUSION

To conclude, nowadays Myanmar has very good opportunities not only the cable and wire but also the con-
structions, infrastructure development plans, the real estate potential, power supply need assessment are ready
to develop in the implementing era. According to identified mega-projects before 2020 by Solidiance Research
and Analysis, USD 4.087 billion in infrastructure, USD 1.262 billion in commercial and residential, USD
3.605 billion in industrial and USD 26.3 billion in power transmission and plant. Moreover, the strategic ap-
proaches of the Myanmar governmental bodies are directed to building activities including the plan where
10,000 housing units will be built and sold installments for low-end basic people [16]. The electricity and
power supply will produce 6,000 MW more than the current 3,000 MW in case of the rural electricity develop-
ment plan that is one of the reasons to increase the cable and wire market demand.
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As for recommendations, the TYE could establish the representative office in Myanmar to study the mar-
ket deeply and collaborate with PMEH. And then to use the investment mode for the building wire and do the
joint venture with a local company as a rationalize manufacturer. For the medium voltage and high voltage,
to use the direct export to the foreign distributor. Finally, to use the focus best-value strategy and after that
change, differentiation strategy will be beneficial for the economic development of the country and ASEAN
community as the whole.
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TYWUIH

ArtanraH Makaia OM3HECT1 XaJlbIKapaliblK JaMBITy MocenesepiHe, aTan aiTKanaa MbsHMaaarsl SJIEKTp
OHEpKACiOIHIH ~ JaMmyblHa apHanraH. MbsHma, Oyran neitin bupma perinme Oenrini,Onrycrik IbiFbic
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AzusiAarbl YIKEHAINT — JKOHIHEH eKiHOm ell OONbIN TaObulajibl, TeorpadusuIbIK OpHAJIacybl CTPATETHSIIBIK
MaHb3bl, YHpaictaH, Keitaiéi, Tawnann, Jlaoc sxoHe bBanrmanerineH iiekreceil, XajablKapaiblK OW3HECTI
JaMbITyFa apHAJIFaH KONTEreH Ka3ipri 3aMaHFbl TapThIMIbl OoceKelecTik OachMIbIKTapra wue. byi
3eprreyne Mesiima aymarbiHga xoHe ACEAH koramuacThIFbIHAA ~ OpEeKeT eTEeTiH €Ki ipi DJIEKTp KOM-
nauusiapsl - «Taii Msasaxu Dnexrpux» (TYE) xone «IIuc MbsaMa DIekTpuK XOIIHHI» KOMIIAHHSCHIH
Tanjay KOHTEKCIHIE 3JICKTp ©HEepKaciOi 3eprreiui. Makanajarbl 3epTTEY/iH HEri3ri MEeTOJ0JIOTHSICHI
CaJIBICTBIPMAJIbl JKOHE JKYHeNi Tajjgayra, ce0enTep MEH cajapiibl, CTaTUCTHKAIBIK TONTaMa dSJICTepiH
JKOHE capanrtaMaliblK Oaranayjabl TaljayFa Heri3jenareH. Bk Makpo-Tainjay, COHjah-ak OHM3HECTIH
CBIPTKBI JKOHE 111K aCHEKTLIepiH Koca anFaHaa MbsHMaHbIH KaOesbIiK dKOHE ChIMIIBIK XKeJlijepl HapbIFblHA
MUKpO-TaNjay >Kypriziuai. KapamaTblH kKoMmaHWsUIapblH HapbIFbiHA Kipy pexumi 3eprrengi. Toyeken
MEHE/DKEMEHT 9JicTepi HeTi3iHAe, TOyeKelaepal COMKEeCTeHIipy MeH Oarajay JKYpri3uimi, onapibl
Oackapy OOWBIHIIIA CTPATETUSUIBIK YCHIHBICTAp OepiireH. HapbIKTBIH Kazipri 3aMaHFbl IIOJNYbIHA JKOHE
M. Tloprepain 0acekere KaOUICTTUIITIHIH CTPATETUsJIBIK KO3KapacTapblHa HET13/1e/1e OThIPa, KOMITAHUSIAP,IbI
KaWFacThIPY JKOHE iIIK1 )KOHE CHIPTKBI HAPBIKTAp/a YIIEKTP SHEPTeTUKACHI YIIIiH O9CEKeNEeCTiK apTHIKIIBUIBIKTAP
aHBIKTAIABl. ByFaH Koca, aTanFaH canaja XalbIKapaJlblK OHM3HECTI JaMbITyIbl JKbULAaMAaTy OOMbIHIIA
YCBIHBIM/IAP YCHIHBUIIBI.

PE3IOME

JlaHHast cTaThsl TOCBSIIEHA BOMPOCAM MEXKIYHAPOJIHOTO Pa3BUTHSI OW3HECA, B YACTHOCTH Pa3BUTHIO
JJIEKTPUYECKOW NPOMBIIIIEHHOCTH B MbsHMe. MbsiHMa, paHee W3BECTHas Kak bupma, siBisieTcst BTOpOM
no BenuuuHe crTpaHod B HOro-BocTowHoil A3uM €O cTpaTerMyecKkd 3HAYUMBIM Teorpaduieckum
nonoxeHueMm, rpanudameid ¢ Wumueit, Kuraem, Tawmmanmom, Jlaocom um banrmagem, nMeer MHOTO
COBPEMEHHBIX MPHUBIIEKATEIBHBIX KOHKYPEHTHBIX MPEUMYILIECTB JJIsl Pa3BUTHUS MEXKIYHApOIHOTO OHM3Heca.
B naHHOM uccnenoBaHUU M3y4yeHa JIEKTPUYECKas TPOMBIIUIEHHOCTh B KOHTEKCTE aHajIu3a JBYX KPYIIHBIX
3NEKTpHYECKHX KoManwuii - « Tait Msasaxu dnextpux» (TYE) u komnanuu «ITuc Mpsama DnekTpuk XOJIHMH,
JeicTByronMX Ha Tepputopunr MbsiaMmbl U B coobmectBe ACEAH. OcHOBHAs METOM0JIOT S UCCIICIOBAHUS
CTaTb OCHOBaHA HA IIPOBEJIEHUU CPABHUTEIBHOTO M CUCTEMATUYECKOIO aHajau3a, AHAIW3A IPUYHUH U
IIOCJIE/ICTBUM, METOJIOB CTATUCTUYECKOW I'DYIIIMPOBKU U 3KCIEPTHON OLICHKU. BbUI IIPOBENEH CTPAHOBOM
MaKpoaHajm3, a TAK)Ke MHKPO-aHaJIi3 PhIHKA KaOelbHBIX U IPOBOJHBIX ceTeil MbsIHMBI, BKITIOUYasi BHEIIHUE U
BHYTpPEHHHE acTeKThl Ou3Heca. M3yueHsl pexMbl BX0/1a Ha PhIHOK paccMaTpuBaeMbIX kKoMmnaHuil. Ha ocHoBe
METO/IOB PUCK MEHE/PKMEHTa MPOBeIeHa ACHTH(QHUKALIUS U OL[EHKA PHUCKOB, MPEJICTABICHBI CTPATErnYeCKUe
MPEUIOKEHHS TI0 MX yIpaBieHHi0. Ha ocHOBE cOBpeMEHHOro 0030pa phIHKA M CTPATErHYECKHX MOJIXO/I0B
KoHKypeHTocrocoOHocTr M. [lopTepa ObUIM BBISBICHBI MMO3MIIMOHUPOBAHNWE KOMIIAHMH M KOHKYPEHTHBIE
MIPEeNMYIIECTBA IS 2JIEKTPOIHEPTeTHKY Ha BHYTPEHHUX U BHEUTHHUX phIHKAxX. bosiee Toro, Obutn npeamokeHs
PEKOMEH/IAIMH TI0 YCKOPEHHIO Pa3BUTHUS MEXKIyHAPOJIHOTO OM3HECAa B JAHHOW 00JIacTH.
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