STATES,

&> 4"&1,
& o
S )
& = »

NP =
& 7
N o
S\ ¥
N
ONALDEY

§EP8” FROM THE AMERICAN PEOPLE

ﬁ iTa"i'T“ﬁi. ol TH







Mapping Yangon’s
Emerging Start-up
Ec o syste m

February 2015

DISCIAIMER:
The authors’ viewsexpressed in thispublication do notnecessarily reflect the
viewsofthe US Agency forlntemationalDevelopment orthe United States
Govemme nt.



Preface

This study isan important part ofthe United States Agency for
Intemational Development’'s effortsto promote SME
developmentin Myanmar, particulady by creating the
regulatory space and istitutionalcapability forthe entry of
new busine ssesin the Myanmarmarket. The logic al first step is
to increase ourunderstanding ofthe envimnment in whic h
entrepreneurs and start-upsare operating in Myanmar,
beginning with this study on start-upsin the commercialcapital
ofYangon. Following this study ofthe ecosystem, USAID, as
wellasotherdonorsand policy makersthatmaybe reading,
maybe betterplaced to initiate well-targeted inte rve ntions
that properdy addressthe needsofstart-upsand entre prene urs
in Myanmarin an evidence-based and open way.

The following study, Mapping Yangon’s Emerging
Entre pre ne urship Ec osystem, aimsto use a robust research
framework to examie the envimnment fornew, nno vative
start-upsin Myanmar, first with a focuson Yangon and in the
future examining othercities acrossthe country to compare
ecosystemsand constraints. The research and report
production wasled by Project Hub Yangon — Myanmar's first
start-up incubator, host of Global Entre pre ne urship Week in
Myanmar, and specialistsin start-up ecosystem development.

Steve Parker, Country Manager, USAID-funde d
Economic Reform and ASEAN Ihtegration Pogram

Participants registerat Yangon’s fust Wome n Entre pre ne urs
Conference in 2014, hosted by Nomwe gian NG O Partne rship for
Change.



Stude nts at Yangon University of Economics take partin an
e ntre pre ne urship forum for Global Entre pre ne urship Week 2014.
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Exe cutive Summary

In Myanmar—a primarly agrc ultural-based and
newly-opened economy —the entre preneurial system is
changing quickly in response to the politicaland economic
reformsthatbeganin 2011. Following decadesofisolation and
stagnant growth, the private sectorin Myanmar, and SMEs in
particular, wilbecome an important pillarin promo ting
economic growth, creating jobs, and providing value to
Myanmars 51 million citizens. h Yangon, Myanmars
commercialcapital reforms, foreign inve stment, and
increased accessto telecommunicationshave appeared to
breathe new life into young, innovative e ntre pre ne urs.

Entre preneurs who create new start-up businesses, which
furtherdevelop into SMEs, wil have a large rle to play in
Myanmarseconomic transition, but willalso need signific ant
support along the way.

T understand the constraints to start-up businessesin Yangon,
this study mapsthe start-up ecosystem of Yangon focusing on
innovative start-upsthatare providing new productsand
servicesin the Yangon market. Thisrelatively narmow scope not
only aidsthe research process, butalso providesan
understanding ofbrwad, high-levelconstraints to busine sse s
thatare likely felt by most entrepreneursin Yangon, whether
they are highly innovative ventures, microenterprisesorsmall
family b usine sse s.

Forstart-upsto flourish they need an envimnment thatis
conducive to entre preneurship and innovation, aswellas
businessin general Thisenvimnmentisoften referred to as the
Start Up Ec osyste m: the system o finstitutions, policies,

organizations, and actorsthatinteract with entre preneurs and
young fims to eitherfacilitate orrestrict theirgrowth. A
wellconnected and developed Start Up Ecosystem promotes
the growth ofnew, innovative and scalable companies.

Asstart-upsgrow, theirneedschange. A businessin operation
forone yearwil have different challengesand needsthan
one thathasoperated forone week.

™ accountforthese differentneeds, two frameworks of
analysisare applied where possible throughout the study:

a) The first focuseson 6 domainsofthe start-up ecosystem:
Fnance, Human Capital Culture, Support Syste ms,
Markets, and Policy;

b) The second differentiates start-ups through their gro wth
stages: Discovery, Validation, Efficiency and Scale.

These two frameworks provide a meansto understand what
typesofresourcesand supportservicesare available to
start-ups at different stagesof theirgrowth.

Through inte rvie ws with o ver 50 e ntre pre ne urs, financ ing firms,
and supportorganizations, we leam that most innovative and
suc c e ssful start-upsare applying catch-up innovation
principles —applying businessmodelsthatare tried and tested
in othermarkets, butlocalized to Myanmar. Such
entrepreneurs have oftencome (back) from abroad, are
generally welleducated, and come from familiesthatcan
supportthem financially. Also, they preferto target the high
end ofthe market with highertechnology solutions, leaving a
gap in servicesforlow-income and ruralareas



By talking to such entre preneurs and others about the ir start-up
joumey, the outlines ofthe Yangon Start-Up Ec osystem
emerge: kisgrowing and changing, with more entre prene urs
starting businesses, and more supportorganizations helping
them. But significant gapsand weaknesses persist. There are
few avenuesforfinancing, the regulatory envimnment is
prohibitive, and finding and retaining talent is d iffic ult. The
system lacks a strong policy foundation and a coordinated
networkof supportorganisationsto faciltate linkagesand help
entrepreneursovercome persistent bamers. hdividual
ecosystem actors must focuson improving the quality and
diversity of services. Acloserlookateach ofthe 6 start-up
ecosystem domainsrevealed the following findings:

Finance

Entrepreneursneed accessto affordable and diverse
financing options. In Yangon, however, start-upsrely heavily on
family funding, asbanksand investors focuson funding larger
b usine sse s. This is hig hly re stric tive forthe startup ecosystem.

Foreign inve stment hasincreased signific antly since 2012, but
fiims are wary to inve st in start-ups, which are seen as risky
options with high transaction costs, leaving inve stors se arc hing
forsaferoptionsata greaterscale. Furthermore, weaklegal
frameworks make writing inve stme nt ¢ o ntra ¢ ts d iffic ult.

Assuch, there are few financing optionsforeary-stage
start-ups, such as grants, competitions and loans, partic ulardy
atdiscovery stage. This limits e ntre pre ne urship to those with
financialbacking from familie s with disposable incomesor
re p atria te s with suffic ie nt savings.

Human Capital

Withouta ready and affordable workforce to draw on,
growing a start-up team ismore costly and lessefficient. n
Yangon, start-ups struggle to find people with the skills they
need, which are notaligned with the skills taughtin education
institutions in Yangon.

Start-upsare also dealing with high staff tumoverasmore
opportunities are available through high-paying multinational
companies. Potentialemployeesin Yangon are notoften
motivated by the start-up culture, orsee start-upsasa way to
improve theirskills and experience in the short-term before
moving on. Assuch, managersof small-startups re frain from
inve sting in training .

Human Capitalalso refers to the abilitie s o f e ntre pre ne urs to
manage business and identify o pportunities, both of which are
often assessed, especially by investors, to be limited. New
programsto develop entrepreneurialskillsets are be ginning to
fill the gap left by we ak unive rsitie s.

Culture

Entrepreneursin Yangon are generally risk averse. Families are
a strong force in shaping the attitudesofpotential

entre preneurs, with most parentsencouraging chidren to go
into safercareersratherthan starting theirown business. A lack
ofsocialsafetynetsand otherwaysto mitigate entre preneural
risksare notoften available.



In business, and as forstart-ups, mistrust and unc ertainty are
detrimentalto the emerging entre preneurial c ulture. At the
discovery stage in particular, the start-up ecosystem is
hindered by a non-collaborative culture where ideasare not
shared openly.

Finally, There isa lackmwle modelsand mentors, and media
coverage of entrepreneurship isoften focused onlyon tech
entre pre ne urship.

Support Systems

Although support organizations (training programs, incubators
and others) have grown substantially re c e ntly, start-up s still
demand more diversified supportofferings. Alarge
componentofthe supportecosystem isdevoted to tech start-
ups. Associations, in particular, represent a strong institutional
backbone in the ecosystem, but entrepreneurs want to see
more regular, substantive and diverse ac tivities coming from
them.

Infra struc ture representsa costly hurdle fornew busine sses,
with high costsin rent and telec o mmunic ations inc re asing the
prices and risk o f starting up. Also, there isa distinct gap in the

provision of affordable professionalservices fornew busine sses.

Ma ke ts

Despite acknowledging the huge market o pportunities in
Myanmar, new businesses and eme1ging entre preneurs are
finding it diffic ult to penetrate some domestic marketsor
industries. Many industries are protected orrestricted by

regulation ormonopolistic behaviorofestablished busine sses.
Ruralmarketsremain underserved and are costly to reach.
Govemmentisrarely a customerforstart-ups due to opaque,
complex, and restric tive public procurement proc e sses.

Further, nnovative entrepreneurs are struggling to attract
domestic customers due to the lackofconsumereducation
abouttheirproducts.

Policy

There are many legaland regulatory hurdles forstart-upsasa
result of poory considered policy.

Govemmentregulationsthateffectstart-upsare opaque,
complex, costly, and frequently changing. Entre pre ne urs want
predictability in policy and itsimplementation, especially with
regard to taxes, licensing, intellectual property and
registration, but there remains a much uncertainty and
confusion. Intellectualproperty law in particularisoutdated
and minimal

The recently promulgated SMElaw shows willingne ss by the
govemmentto bettersupport start-upsand SMEs, butitdoes
notindic ate streamlining orsimplific ation ofbusine ss
registration orregulatory complance. While po tentially
improving, institutions forre gulating start-upsand small
businesses are still weakand lack pro-active initiatives. Asa
re sult, start-upsavoid dealing with govemment, and often
registerin Singapore instead



Recommendations

Myanmarstransition presents many new opportunities for
entrepreneurs. Moreover, with incubators,acceleratorsand
othertraining programsbeing established bylocaland
intemationalorganizationsthere are more resources available
to entrepreneursthan everbefore. Nonethele ss, there is still
muchrmom forimprovementto develop a wellconnected,
wellresourced and dynamic ecosystem that promotes

entre prene urship and supportsthe growth of new firms.

Without a strong policy framework supporting it, and proactive
govemment and education institutions to develop

entre prene urial skillse ts, Yangon’s start-up ecosystem will
continue to be disconnected and underresourced.

Entrepreneursdemand more affordable and flexible ways to
fund theirnew businesses, more diverse training programs and
events,and lessbureaucracy in registration processes. The se
needsmustbe metin some casesbyremoving red tape and
reducing govemment interventions, and in othercases
developing proactive programs targeting entre pre ne urs.

A new culture ofentrepreneurship —driven by Myanmar
nationals retuming from abroad and otheryoung busine sses
operating in a more transparentand competitive environme nt
—canbe encouraged through mentorship programs,
promotion of entrepreneuralsuccessstores, and providing
accessble and up to date information resources.

This snapshot ofthe Yangon start-up ecosystem will c ontinue to
shift, grow and change. Policy makers, unive rsitie s, support
organizations,donorsand entrepreneurscan best supportitby

focusing on: developing entre pre ne ural skillse ts; fa c ilita ting
linksbetween the 6 ecosystem domains; and reducing
uncertaintiesand costsofdoing business by sharing
information and developing clearand simple policies.

These recommendationsare made m more detailat the end
ofeachchapter,and are summarized in the following table.



Ec o system
Domain

Fnance

Human
Capital

Recommendations

Develop a new businessorentre preneurship grant scheme to bridge the seed-funding gap
(from $10,000 —$100,000). Partners forsuch a scheme may include the SMEDevelopment
Center, UMFCCI MYEA oran intemationalorganization.

Banking sectorreform and capacity improvementsare criticalforproviding a viable source of
financing fornew businesses, but the financialsectormust furtherbe liberalized to achieve this.
Throughout the financialreform process, take into account the financing challengesofstart-ups
and involve entrepreneursin the reform process.

Provide accessble training programsforentrepreneursto be investorready, specifically

hig hlighting the challengesinvestorsare facing m Myanmar.

Promote diversified typesoflending, including through competitionsand grantsattached to
training programs.

Ensure that practicalentre preneuralskills and business acumen, inc luding te c hnic al skill in
mmnovative disciplines, are a part of the new cumicula being developed aspartof Myanmars
ongoing education sectorreform.

Develop flexible labormarkets, to ensure new businessescan attract the skillsthey need, such as
by reducing visa restric tions forre-patriots and foreign entre pre ne urs.

Develop an intemship program thathelpsplace talented unive rsity stud e nts in startups.
Develop information programsto increase awarenessand benefitsaboutcareeropportunities
with start-ups, and to rationalize perceptionsofrisk of entre preneuriallife style choices.
Improving the accessbility of information about trainings forentrepreneurs; develop a one-stop
portalfortraining providersto post entrepreneurial training, workshop and program

0 p p o rtunitie s.



Ec o system
Domain

Culture

Recommendations

New SMEpolicies and entre preneurship programs should be developed recognizing the special
pressures placed on women entre preneurs, and partic ulardy in te c hnic al ind ustrie s.

Bring in orsupportnew programsthatprovide exposure to the challengesand triumphsof
Myanmarentre preneurs, such asthough television shows and public events.

Develop regionalexchange programsforkey membersofthe entre preneurship ecosystem, such
asentrepreneurs,educators, and policymakers,to leam aboutand gain experience from other
start-up ecosystems

Continue to improve critic alinfra struc ture, such aselectricity generation and supply,asan
importantneed of start-upsand small busine sses.

Encourage greaterprovision of affordable legal, tax, and professionaladvisory services to
start-ups by inc entivizing private firmsto make specialoffersto start-ups,ordeveloping legaland
taxtemplatesforstart-upsto accessatthe SMECentre.

The SME Centre should support entre preneurs with up-to-date information on available support
services, such asthrough an improved website, and practicalinformation and training e vents.
Prio ritize me ntorship and training programs targeting entre preneurs and new busine ss o wne rs.
Appropriate partnersforsuch programsmay include localassociations, inte mational

01g aniza tio ns o r unive rsitie s.

Encourage programsthat provide supportto non-tech entrepreneursin Yangon to ensure
entrepreneurs in the middle ofthe spectrum (between micr-enterprise and inno vative
enterprises) are supported.

Associations should develop partnerships with inte mationalentre preneurtraining programs to
contextualize and delivertheirwell-established and successfulprogramsand methodologiesin
Myanmar.



Ec o system
Domain

Ma ke ts

P
e
Il

olicy
|

Recommendations

Ensure thatthere are antimonopoly and competition lawsin place to ensure a fairplaying field
forsmallbusinesses and startups.

Ensure smallbusinessesare a partofthe advisory structuresand feedbackprocessesthatshape
industry and widerbusine ss re gula tion.

Encourage entrepreneursto apprach cumently underserved rural markets, through inc e ntive
programs, innovation competitions ortax inc e ntive s.

Make the businessregistration processesclear, straightforward, transparent and affordable.
Build on the new SMElaw by developing regulation sparingly and in line with start-ups and SME
needs. Setpriortie s, targets, and commitments, and take measuresto protectthe policy
formulation process from vested inte re sts.

Cleary define the le,objective and resourcesavailable to the SME Ce ntre, orthe new
organization that willtake overitsles.

Increase the clarty and accountability of taxation, licensing and regulatory compliance for
registered busine sse s.

Develop pro-competition policy and transparent, accessible markets forpublic proc ure ment.
Open a one-stop information portalto provide entre prene urs with quality and up-to-date
information on re gistra tion, tax, licensing, and otherregulatory re quire me nts.
Supportdevelopmentlinkagesbetween universities and entre prene urs through incubation
centers, training programs and R&D.






Chapterl




Chapterl
Introd uc tion

Starting a businessischallenging. h Myanmar, however, it may
be more challenging than any othercountry!l. To facilitate new
busine ss gro wth, inno vation and entre pre ne urship,
entrepreneurs must be sumounded by a connected and
dynamic ecosystem thatprovidesadequate resources and
support. This start-up ecosystem, comprsed ofentre prene urs,
educ ators, institutions, firms, inve stors and others, isan essential
starting point to understanding the challengesfacing young
busine sses and start-upsin Myanmar.

In Myanmar, a primarily agriculturalbased and emerging
economy, the entrepreneurial system is changing quickly as
the country hasembarked on political economic and social
reformsoverthe pastfew years. n particularin Yangon, the

1The 2014 Doing Busine ss Survey conducted by the Word Bank ranked
Myanmarlastoutof 189 countriesin “ease of starting a busine ss”.

Myanmarscommercialcapital reforms, foreign inve stme nt,
and increased accessto telecommunicationsare breathing
ne w life into innovative entre preneurs. New support systems for
entrepreneursare emerging aswel,Lasdevelopmentagencies
establish themselvesand launch programsto build capacity of
entrepreneursand Smalland Medium Ente rprise s (SMEs). Ne w
policiesand regulationshave encouraged foreign and
intemationalentrepreneursto pivot towards the frontiermarket
of Myanmar, but also have motivated Myanmarnationals
living abroad to retum to theirhomeland and start new

b usine sse s.

Entre preneurs are the driving force behind start-ups and SMEs,
which in tum are an important pilarofmany economiesas
they supply innovative services and products, train staff, and
create jobs.In Myanmar, 99.4 percent of busine sses are SMEs.2
Entre preneurs will, therefore, have a large mle to play in
Myanmarstransition to a more open, dynamic and inc lusive
economy.

The following study is a first step toward examining and
mapping the existing entrepreneurialecosystem of Yangon. k&
aimsto ncrease understanding ofthe gapsand weaknessesin
the ecosystem to highlight whatcanbe done,by policy
makersand others, to ensure the ecosystem isbetterenabling
entre pre ne urship.

20rganisation forEconomic Cooperation and Development, Multi-
dimensional Review of Myanmar: Volume 1 Initial Asse ssme nt (Paris:
Organisation for Ec onomic Cooperation and Development, 2013), 104.
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Historic al Conte xt

In 2011, folowing decadesofrule by military junta, a newly
mmaugurated quasi-civiian President U'Thein Sein came to
office. Thisbegan an exciting and challenging time in
Myanmars history, asthe country embarked ona pathof
democratic, economic and socialreforms.3

In the yearsto follow, the Govermmentof Myanmar(GoM) set
ambitiousgoalsforreform in fourpriority areas: (1) Politic al
reform; (2) Economic and socialreformm; (3) Ad ministra tive
reform; and (4) Private sec torreform.* Further, the govemment
indicated theircommitment to facilitating the dome stic
private sector,placing emphasison SMEdevelopment,

educ ation, infrastruc ture development, tax struc tures, and
financialsystems, among otherpolicy areasthrough policy
frameworks such asthe Nay PyiTaw Accord, the Framework
forEconomic and Social Reform and the National
Comprehensive Development Plan.5

Results ofthe reform processhave included easing some
busine ss licensing procedures, encouraging foreign direct
inve stment, relaxing censorship and freeing a numberof

3 Abrieftimeline of milestonesin Myanmarsrecent history are presented in
Box 1.1.

4Sein, Thein U(2013), President U'Thein Sein delivering speech atthe meeting
with Unio n ministe 1s, re gion/state c hie f ministe rs, and de puty ministe rs, August

11, 2013, www.president-office.gov.mm/en/? q=briefing- mom/speeches-
and-remarks/2013/08/11/id-2536

5Fora comprehensive and detailed review of the politicaland economic
changesand historicalbackground of Myanmar, see OECD’s Multi-
dimensional Review of Myanmar: Volume 1 (2013).

politicalprisoners. New laws were also passed encouraging
private sectorgrowth, including: a new Foreign Inve stme nt
Iaw (2012) and a Citizens Investment Iaw (2013) that provided
taxincentivesforforeign and localinvestors; and a Foreign
Exchange Managementlaw (2013) reduced restrictionson
inte ma tio nal tra nsa c tio ns8.

These changeswere welcomed by the intemational
community with mo st countries choosing to reduce orlift trade
sanctionson Myanmar, leading to an influx of foreign inve sto rs
to explore opportunitie s in this “la st frontie r”.

The Opportunity for Entre pre ne urs

Myanmarrepresents a virgin market formany new products,
servicesand businessmodels. The challenge and the
opportunity forentre preneursin Myanmaris to comme rc ia lise
these new productsand businessmodelsin the localcontext—
oftenreferred to as“catch-up imnnovation” —and capture
market share before others, and to remain competitive and
nimble enough to survive in a changing, risky and increasingly
competitive environme nt.

6 Bissinger, J., and Maung Maung,L (2014), Subnational Govemme nts and
Busine ss in Myanmar, The Asia Foundation, 5.
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Box 1.1: A breftimeline of Myanmar

1826-1947
1947

1948
1958
1962

1988

1989
1990

1997
2005
2007
2008

2010

2011

2012

2013

Colonialperiod.

Pinlong Treaty —a federalunion blue print —is signed.
Gen. Aung San and ethnic leadersare assassinated.
Independence.

First (temporary) coup d’étatby the military.
“Burmese way ofsocialism”, including the
nationalisation of allnon-agric ultural e nte rprise s.
Unrest, and intemalcoup. Myanmarisdeclared
a marketeconomy.

Follo wing unre st, unive rsity campusesclosed.
First Foreign Investment law enacted.

Burma renamed Myanmar.

Following botched elections, sanctionsimposed
by inte mational c o mmunity.

Myanmarjoins ASEAN.

Capitalmoved from Yangon to Nay PyiTaw.
“Saffron Revolution” —extended civildisorder.
Cyclone Nargisdevastates Southem Myanmar,
killing up to 150,000.

Fist elec tionsin 20 yearsheld.

Opposition claims elections are fraudulent.
Aung San Suu Kyireleased from house arrest.
GeneralThan Shwe stepsaside;

President UThein Sein swom in, and padiament forms.

Foreign Inve stment Ilaw revised.

First visit from USPresident Obama.
Myanmars first Global Entre pre ne urship Week.
Citizen’s nve stment Iaw revised.

60% of Myanmarsforeigndebtcleared.
Word Bankand ADBre-engage.
Telecommunic ationslicensesawarded to

2 foreign companies.

2013 (Cont)

2014

Myanmar
today:

2015

2030

Myanmars first start-up incubatoropened.
6.5% GDP gro wth.
Surge in foreign tourism begins.

Myanmarchairs ASEAN forthe first time.
Banking licensesawarded to 9 foreign
Banks, but pemit limited transac tions.
8% G DP gro wth.

51 milion people;

70% with little accessto basic and essential services.
Poverty rate at37.5%, and GDP perperson at $1,105.
Over70% without accessto elec tric ity.

Generalelectionsplanned forNovember.
Citizens Investment [aw & Foreign Investment Iaw
to be merged.

McKinsey e stimate s potential for Annual
GDPofover$200 billion with 10 milion additional
non-agrc ulturaljobs.

Predict 19 millon membersofthe consuming class.

Relevant Sources:

Word Bank MyanmarQOuve rie w,
www.wordbank.org len/country /myanmarfove wie w

Mc Kinsey Global Institute (June 2013), “Myanmars Mome nt: Uniq ue
opporntunities, Majorc halle nges”, avaiable at:
www.mc kinsey.com [insig hts/asia-pac ific /myanmars_mome nt.
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Recentchangesin the businessenvimnment have meantnew
opportunities: new marketsand productsare more open for
entrepreneurs; politicaland economic reformshave led a
significant increase in tourism; and a majorinfrastruc ture hurdle
—telecommunications—isaddressed.

Myanmarisalso attractive to entrepreneursbecause ofits
large population of young and employable people (with 60%
ofthe totalpopulation aged 15-59 years)” with expectationsof
a rapidly growing consuming class, itsrich naturalresources
and itsfavourable position among large, rapidly growing
neighbours. Buteven a surface-levelinvestigation reveals
majorchallengesfacing entre preneurs and start-ups:

e Basic and fundamentalenabling services and
infra struc ture, such aselectricity, water, transport and
Intemetare widely lac king througho ut the c ountry.

e Astagnantand out-dated education system hasled to
anabsence ofskilled and affordable human resources
forstart-upsto draw upon asthey grow.

¢ 'The relationship between govemment and new
businessesiscomplex, varied, and fragile.

e Entrepreneursstruggle to navigate new and often
opaque policiesand proceduresand preferto avoid
interacting with govemment where possible.

e Supportsystems, in the form of associations, training
programsand incubation services, are usually focussed
on supporting only technology start-ups.

e Entrepreneursare unable to accessaffordable
financing options.

7UNFPA, MyanmarCountry Profile, available at:
http://c ountryo ffice .unfpa.org/myanmar/ 2009/11/11/1545/c o untry_pro file .

Why look at start-upsnow?

Each challenge presented on the leftreflectsa pillarofthe
envimnmentthatentrepreneursare operating in: the start-up
ecosystem. An understanding ofthese problems, their
complexity, and how they relate to each othercan provide
deeperinsightsinto what govemment, non-govemment
organisations, and developmentagenciescan do to promo te
a vibrant and supportive environment fornew busine sse s in
Myanmar, beginning with itscommercialcapital Yangon.

By mapping the existing and increasingly dynamic start-up
ecosystem of Yangon, thisreport aimsto benchmark the early
stage of reforms and identify challenges, opportunities, and
gapsto be addressed. Entre prene urs and inve stors will also
have a mle to playincreating anopen envionment
conducive to new busine sses.

Finally, the study also aims to tellthe stories ofthe new wave of
entrepreneursin Yangon that are starting less traditional
busine sses with hopesto capitalize on the expected growth of
the economy overthe next five years.

The following two chaptersprovide furtherdetails on the
methodology and frameworkofthe study and overalltrends
among start-upsin Yangon. Then itexploresthe sixdomainsof
Yangon’s Start-Up Ecosystem — Finance, Human Capital,
Culture, Supports, Marketsand Policy —providing a mapping,
assessmentsand recommendationson each.
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Chapter?2

Methodology &
Framework

Ecosystem

Image 2.1: The 6 Start-up Ec osystem Domains

Start-up ecosystemshave been analyzed globally by the
Word Economic Forum, the OECD, Start-up Genome, Babson
Unive rsity, Global Entre pre ne urship Mo nitorand many o thers.
The 2013 Entre pre ne urship Ec osystem Tbolkit, developed by the
Aspen Network forDevelopment Entre preneurs, breaksdown
nine different frameworksofecosystem analysis.® Mo st
apprmachesinclude identifying domainsin the ecosystem that
effectentrepreneurs and assessing the overall system through
the lensofeach domain. Differencesamong the analytical
frameworks lie in theirlevelofanalysis (nationalvs.local,
sectorfocusand levelofdetail A more detailed comparison
ofthe nine frameworks and theirdomainscan be found in
Annex 1.

The Babson Entre prene urship Ec o syste m
Domains

™ lookatthe start-up ecosystem of Yangon in a struc tured
and comprehensive way, thisreport hasadopted the Babson
Entre pre ne urship Ecosystem Project’'s “Domainsof
Entre pre ne urship Ecosystem.”? Thischoice wasmade based on
the relevance ofthe domains and the simplicity of the
approach. Further, the appmachcanbe applied atboth a
nationaland sub-nationallevel Following the frame wo rk, this
reportisdivided into six chapters,each addressing a domain
ofthe ecosystem, which are described in Table 2.1.10

8Aspen Networkof Development Entre pre ne urs (2013), Entre pre ne urial

Ec o syste m Dia gno stic T o kit.

9senberg, D. (2012), “Introduc ing the Babson Entre pre ne urship Ec o syste m
Project’, presentation available online.

04 chart detailing the Babson Entre pre ne urship Ec osystem elementscanbe
found in Annex 2.
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Framework 1:
Domains ofthe Start-up Ecosystem

Financialservices

hvestigate swhat the different typesof
financing are, who the main financing
organizationsare, how the se diffe re nt
organizations fit in at the different stages
of a start-up life cycle, what type of
financing start-upsare needed ateach
stage (angel seed, etc.) and who the
keyactorsare.

Re gulatory and legallandscape
Exploreswaysgovemmentscan support
start-up ecosystems, and coversthe
existing key policieseithersupporting or
constraining start-upsin Yangon.

Support org anizations and infrastruc ture
Examine s the typesofinfrastruc ture and
typesofsupport-syste m organizations

avaidable to entrepre neursin Myanmar.

Human resources and tale nt
Thissection willcoverthe key education
institutions that train and support
human resources, and the key
challengesregarding human capital

Access to Markelts

Surve ys the differe nt typesofmarkets
start-upsare targeting, inc luding

dome stic and inte mational marke ts; the
distribution c hannels e ntre pre ne urs use ;
and assessmentsof market
opporntunitie s fore ntre pre ne urs.

Culture

Re views how the culture in Yangon
relate sto entre pre ne urship. Doe s the
culture promote risk-taking, cre atity,
and entrepreneurship? How do people
view failure ? Is the culture conducwe to
entre pre ne urship ?

Table 2.1: The 6 start-up ecosystem domains descnbed
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Framework 2: Start-up Growth Stages

/

Thisreport also appliesa second frameworkofanalysisbased
on Start-up Genome’s Mamerstart-up lifec yc le .!! Startup
Genome,a web-based ecosystem mapping tool, usesthe
following frameworkto assessecosystemsglobally, providing a
basisforcomparing results from Myanmarwith tho se
throughout the word. k focuses more directly on the different
needsentrepreneurshave based on where they are in the
start-up joumey. Sinc e this study focuses on constraints to new
businesses, the final2 stagesof Mamerlife cycle are not
included in the frame wo rk.

Stage 1: Discovery
Startupsare focused on formulating a

solution to a proble m and dete rmining

whethercustomerswould be intere sted
j in theirsolution. The eventsthatoccur
"k during this stage may inc lude the

formation ofthe founding team, initial
market assessment, foundation of a
value proposition, creation ofa
minimalviable product, and
onboarding of first me ntors and
aduvisors.

11 Mammer, M., Hommann, B,, Dogrultan, E, Berman, R. (2012), “Startup
Genome Report”, online.

Stage 2: Validation

Startupslookto getaneary indication
that people are interested in their
productthrough initialconsumer
feedbackand/orsales. The eventsat
this stage include refinementofcore
product features, inttialuse rgrowth,
developing systems forgathernng user
data, seed funding, first key hire s, first
paying customers, and ve nfying
product-market fi.

Stage 3: Efficiency

Startup s re fine theirbusine ssmodeland
improve the efficiency oftheir
production and customeracquisition.
Eve ntsinclude value proposition

re fining, userexpernenced overhauling,
and developing repeatable sales
processesand forscalable customer
acquisition ¢ hannels.

Stage 4: Sc ale

Startups step on the gaspedaland try
to drive growth aggre ssively. Eve nts at
this stage can include large A-rounds
of financing, masswe customer
acquisition, bac k-e nd sc alability
improve me nts, first e xe c utive hires,
processimple mentation, and
establishmentof functional

de partme nts.

Table 2.2: The 4 startup growth stages
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Merging the two frame wo rks

Asillustrated above, thisstudy incorporatesthe two
frameworks foranalysis —the Babson Ecosystem Domains and
the MamerStagesof Start-Up Growth —in an attempt to
betterdescrbe the joumey of an entre preneurstarting up in
Yangon.

Fachsection ofthe report examinesone ofthe six pillarsof
Yangon’s startup ecosystem, and the different waysitcan
supportentrepreneursateach stage of startup growth. Where
possible,italso breaksdown the effect ofthe ecosystem pilar
on entrepreneurs atthe fourdifferent start-up growth stages.

Ourgoalisto capture a snapshotof Yangon’sstartup scene to

id e ntify the gaps, the challenges, and the opportunities for
entrepreneurs and aspiring entre preneurs, and to provide
recommendationsforwhat different stakeholderscan do to
help make the ecosystem more conducive forstart-ups.

®

&

Image 2.2 (right): Summary diagram ofthe two analytic al
frameworks

E_

Methodology

Inputs forthis study were collected by inte rvie wing
entrepreneursin Yangon thatrepresent different company
stages(discovery, validation, efficiency and scale) and viable
economic sectors (tech, F&B, retail and others).

Se mi-struc tured interviews were conducted with over40
entrepreneurs, 8 investors, and 14 support organizations. A
summary ofthe characterstic s ofthe busine sse s inte rviewed
canbe found in the Chapter3 and profilesofselected

start-ups are listed in Annex 3. / ‘

b i
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The Yangon start-up ecosystem wasalso examined through an
online survey. The survey wasconducted in both 2013 and
2014 through socialmedia networks within the entre prene urial
community in Yangon. The survey wasadapted from the
GlobalEntre pre neurship Policy Survey, which wasdeveloped
by the Kauffman Foundation.!2 Re sults from the survey are
presented in Chapter3. The survey wasused asa preliminary
toolto understand initialtrendsin the ecosystem, where data
are still diffic ult to come by. The survey has cle arlimita tio ns,
given thatit wasconducted both online and in Englsh, so it
should only be used asa guide and nota formalassessment
tool

Scope

This study represents a fiist attempt at understanding the
dynamicsofthe largest start-up ecosystem in Myanmar—that
ofYangon. The scope ofthe study focused on mnovative and
scalable start-ups. Start-up foundersincluded may be local
entre preneurs, foreigners, or “retuming” Myanmarnationals
seeking to bring a new product, service,orprocessto the local
market. Thiscommunity of entrepreneurs are those engaging
with support organizations, so they are bestable to provide
insig hts into the servicesavailable to them forsupport and the
challengesthey continue to face alone.

Assessing the constraints and challengesofevery new busine ss
and entrepreneurin Yangon would require much more
extensive research. Assuch, the research sample doesnot
include those operating in the mformaleconomy,
micro-businesses, established enterpriseslaunc hing a new

12See also: www.gew.co/content/gew-po lic y-survey

venture, nordifferent types ofnew businesses operating with
traditionalmethodsin mature industries (such as, forexample,
opening annew apparelfactory). These typesof firmshave
different inte rac tions with the ecosystem elements, and would
be lessa partofthe core start-up ecosystem thatthisreport
seeksto descrbe.

By focusing on innovative start-upsin Yangon —onesthatare
bringing new solutionsto the localmarket and actively seeking
outengagement with a widerc ommunity o f start-up
enthusiasts —the report wilnotonly begin to map the
connected elementsofthe start-up ecosystem of Yangon, but
willalso provide a basisforcomparison with othe r start-up
sectors, clusters, and citiesmapped in comparable studies.

De fining Start-Ups

Although there are many possible de finitio ns o f start-up s to
draw from, ourreport defines start-ups as busine sse s that:

(D) Hasbeeninoperation forlessthan 3 years,

(2) Istillconsidered a SMEperthe Myanmargovemment
d e finitio n,

(3) Employslessthan 50 staff, and

(4) Follows new orinnovative businessmodelsin the
Myanmarconte xt.
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The researchersaimed to interview a wide armay of

C ha p te r 3 entre prene urs, inc luding localentre prene urs, foreign nationals
and “repatriates” —Myanmarnationals who have studied and
d o 9 worked abroad and decided to retum to Myanmarrec ently.
Introducing Yangon’'s
Sta rt-Up s

Graph 3.1 (rig ht): Expat
Background of Re p a tria te 21%
e nire pre ne urs Myanma
inte rviewed National
38%
Thissection drawson data from entre pre ne urinte rvie ws and
the GlobalEntre pre ne urship Survey to highlight the type of
people thatare starting businesses, policy areasthey are
concemed about,and overalltrends in the types ofbusinesses
entrepreneursin Yangon are starting. Female 1210021
28%
Profilesof Yangon Start-ups
Male
New businessideasare explored every day in response to 2%
changing market opportunities; and businessesare fluid, as
they grow, pivotorfail Hence, thisresearch issimply a Graph 3.2 (le f:
snapshotofYangon’sstart-up ecosystem ata period of time Genderofentre pre neurs
(in late 2014). Charac terstic s of the 40 entre pre ne urs inte rviewed

interviewed forthis study are summarized in the following
graphsand brefprofiles ofthe businessesmay be found in
Annex 3.
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Products & Services 27.1

Tch 29.1

Graph 3.3: Breakdown of stant-ups inte rvie wed by industry.

Entre preneurs interviewed represented a range ofindustres, as
shown in Graph 3.3. Start-ups were assigned an industry based
on theirprimary businessobjectives, since many start-ups are
operating n more than one industry (ie. an online service for
the tourism industry can fallundertech and toursm).13

13 Forthe purposesofpresenting start-up profiles, industries were defined as
follows: “Tech businesses” include start-upsthatoperate primarily in the
online space and manage theirown web orapp-based product;
companiesthat provide web, graphic orotherdesign services were
assigned to the “Service industry”; “F&B” refers to restaurants, barsorshops
providing food products; and the “Other’ category includessocial
busine sse s, retail, tourism and othermiscellaneouscategores. More detailed
profilesofselected start-upscanbe found in Annex 3.

What the GlobalEntre pre neurship Policy
Surveys are telling us

Online, voluntary, English language surveyswere conducted in
2013 and 2014 to assessthe policy envimnment for
entrepreneurs and potentialentre preneursin Myanmar.
Approximately 50 personsresponded ineach year, and
respondents were notnecessarly the same each year.
Although thisdata to be conclusive orstatistic ally signific ant,
the information collected givesan indic ation of se ntime nts
aboutthe business envimnment forentrepreneurs. A fulllist of
que stions from the GlobalEntre pre ne urship Policy (“GEP”)
survey can be found in Annex 4.

The results —summarized in the following pages—suggestthat
there isa growing regard for Myanmarentre preneurship and a
greaterconfidence in the securty ofintellectualproperty and
faircompetition. However, it also showsa decrease in the
confidence oftaxlegislation, and inaccessto support

mec hanisms.
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Increase 30% ormore

Increase 15 -29%

Ihcrease 1-14% 2014

m2013

Stay the same

Decrease

0% 20% 40% 60%

Graph 3.4: Survey responses to the question “How do you expect
yourbusine ss's revenue in 2016 to compare to its cune nt reve nue ?”

When asked whetherthey are expecting greaterrevenue in
2016, Myanmarentrepreneurs are optimistic, and have

become slightly more optimistic overthe lastyear(Graph 3.4).

In 2014, 48 percentofrespondentsindicated they expect
revenuesin 2016 to increase 30 percentormore,compared
with 43 percentin 2013.

The numberofpeople reporting an interest to start a busine ss
overthe next yearhasalso ncreased since last year, from
61l percentto 68 percentasshownin Graph 3.5.

100%

80%
60%
No
40% B Yes
20%
0%

2013 2014

Graph 3.5: Survey responses to the question “Do you plan to start a
busine ss in Myanmarin the next twe lve months?”

The high positive response rate, however, may also be due to
the self-selection processofrespondents. Channelsused to
disse minate the survey were primarily online ¢ o mmunitie s that
have allrady expressed an interest in entre pre ne urship, and it
is likely that those c ommunitie s would have a higherinterest in
starting busine sse s.

Graph 3.6 showsa comparison 0f2013 and 2014 responses
relating to culture, policy and finance. In allofthe questions
respondentsindicated lessthan 5 points, signifying there is still
muchrmom forimprovementin allaspectsofthe policy
envimnment, which wasechoed through the one-on-one
inte rvie ws with e ntre pre ne urs.
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Strongly Generally Slightly Neutral Slightly Generally Strongly
Disagree Disagree Disagree Agree Agree Agree

! 2 3 4 5 6 7

. The process for registering businesses
C ha Ilg €sm the F£ 0 SySte m fIO m with the government is clear and easy ®

2013 to 2014

Public officials who regulate businesses

are competent and honest )
v Higherregard forentre pre ne urship and rsk
taking My competition operates in
compliance with the law @

v Slightly betterability to re adily hire wo ke rs with

. - Tax laws are not an impediment
desired skills to the development of businesses ®
v/ Improved a.c - e. S9UD G EDUTIER, DO National law protects business intellectual
and ¢ o mmunic a tio ns property from theft inside the country —®

v Inproved perception of nationallPlaw as The courts resolve disagreements between P 2013 2014
protec tion against IP the ft businesses fairly <]

Xlowerperceptionofaccessto advisors and Entrepreneurs with strong records and o
- compelling business ideas can obtain
LTS financing on reasonable terms

Businesses like mine have access to needed
energy sources, transportation networks, and
communications services at reasonable cost

X Mo re diffic ult to obtain financing

XThxlawsseen asa greaterimpe diment to 3 T i
Businesses like mine can readily hire

business development workers with the desired knowledge, B
skills, and abilities

Enfrepreneurs like me have access to P
advisors and mentors who can provide
helpful guidance

Graph 3.6 (Right): Median responses in 2013 and 2014 The nation's economic conditions P
to tio bout the start- . L are conducive to the development
questions abou ¢ star-up envuonmen and growth of businesses like mine

People have high regard for
entrepreneurship and risk-taking ®
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Overarc hing assessmentsof Yangon start-ups

What kind of businesses are entre prene urs starting? What kind
ofpeople are starting busine sses? The following asse ssme nts

addresssuch overarching questions about the ecosystem in
Yangon:

1. Most businessesare applying catc h-up innovation
principles

Mo st new businessesinterviewed are applying businessmodels
and solutionsthatare alerady successfulin othercountres,
such asSingapore orThailand, and innovating by applying
them to the Myanmarcontext—often termed as “catch-up
innovation”. Forexample, many are importing products and
franc hisesthat have been successfulelse where. Few
entrepreneursare developing entirely new, “frontier
innovation” business models orsolutions.

2. Entrepreneursare generally welleducated and
come from families with disposable income

Mo st e ntre pre ne urs starting inno vative busine sse s with gro wth
potentialcome from a highersocioeconomic class with ample
safety nets, specifically family support,to be able to absorb
the risk of failure. Most have also completed Unive rsity, eithe rin
Myanmarorabroad.

3. Many entrepreneurs have recently come (back) to
Myanmarto start tech start-ups

Many ofthe entre prene urs driving high-gro wth busine sses are
repatriates who have studied orworked abroad, orforeign
expatrates. Many Myanmarnationals are retuming from
Singapore and the USand are starting the ir first b usine sse s in
Yangon. Often these entrepreneursare focused on
technology oronline companies, which allow them to start
with little capitaland to quickly ntroduce servicesorproducts
already found in other marke ts. This community o f
entrepreneursisexplored in furtherdetailin Chapter6: Culture.

4. Many start-ups are targeting the high end of the
market,leaving a gap in services forlow-income and
ruralareas

The low-hanging fruit forentrepreneursisthe readily accessible
higherincome consumerclassof Yangon. Thismarket provides
a low-risk opportunity to test new productsorservices since it is
relatively cheap to reach them and there isa largerportion of
the population with disposable income. Few busine sse s
interviewed are targeting ruralmarkets due to the high-costsof
accessing ruralareasand generally high pric e sensitivity o f
ruralconsumers.
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Chapter4
Fnance

In thischapter, we lookatthe range offinancialservices
avaiable to entrepreneursin Yangon, including e quity, debt,
grants and subsidies.

Entrepreneursacrossallgrowth stagesidentified accessto
capitalasa majorconstraint to starting and growing their
busine sses. The Myanmar GEP survey showed that47 percent
ofpeople “generally disagree” thatin Myanmar

“Entre prene urs with strong recordsand compelling busine ss
ideascanobtain financing onreasonable terms”.

Forstart-upsin Yangon, there are gapsatalllevelsoffinancing
(seed financing, eady stage financing, and growth financing)
and foralltypesofcapital(debt financing, e quity financing,
and grants). Following a mapping of potential finance
avenues, thisChapterconcludes with asse ssments about the
Finance domain ofthe start-up ecosystem.

!
u

3!

Stage 1: Discovery
Bootstrapping, savings, family, grants and
compe titions

Stage 2: Validation
Angelinvestors, grants, family support, and
mic ro finance

Stage 3: Efficiency
Private Equity, Venture Capital, and Inpact
Inve sting

Stage 4: Sc ale
PO, M&A, Private Equity, Venture Capital,
and Inpact nvesting

Image 4.1: Summary ofthe typicaltypes of financing available for
each growth stage in a well developed start-up ecosystem.
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Discovery Stage Financing Options

Entre pre ne urs in the Discovery stage highlighted the lackof
funding optionsasa majorconstraint to testing theiridea and
launching a new venture. 32 percentofthe start-ups
interviewed are curently seeking financing options, or
indicated they are interested in exploring financing o ptions.
Most entrepreneurslean on theirfamily forstart-up capital,
although with the influx of foreign inve stment, engaging with
foreign investorsisbecoming easierand more common.

The primary finance optionsfornew businessesin Yangon are
descrbed below.

Personalorfamily funding

Outofthe start-upsinterviewed, 70 percentreceived start-up
capitalthrough personalorfamily funds.* Examplesofsuch
funding included: piggybacking ona parent'sregistered
company to reduce costs; taking outa loan from family
members;orpooling savingsamong a group offounders.
Family loansmay have interestratesattached to them, and
entrepreneursexplained thatthey would prefernotto bormow
from family membersifthey did not have to. One entre preneur
interviewed, who had previously bormowed $100,000 from
family loans, attempted to getbankloansinstead buthas
been unsuccessful Relying on family funds also presents

14 Finding s from the O ECD-UNESC AP-UMFC CIBusine ss Survey (2014) of 3,000
established SMEsin Myanmarsimilardy found that 71% of financialresourcesin
a businesscomes from personalsavings.

severalconstraints to start-ups, which are disc ussed in the
Assessmentssection atthe end ofthe chapter.

Crowdfunding

Crowdfunding represents a unique and relatively quick
opportunity to secure funding fora new businessoridea by
raising money through non-accredited investors. Globally,
thousandsofentrepreneursregulary pitc h theirideas on online
crowdfunding platforms such ashdiegogo, Kic kstarte rand
Start Some Good.

There have been a few successfulcrowdfunding campaignsin
Myanmarthatraised money fornew busine sses, mostly for
socialenterprises. Anew localplatform forcrowdfunding is
also being builtcalled “Crowdfund Myanmar’,buthasnotyet
been launched.

However, Yangon’sentrepreneursface two substantial
challenges with crowdfunding, reducing its viability formany
start-upsin Yangon:

(1) ntemetspeedsin Myanmarare notamenable to
uploading videos, documentsorviewing detailed we b site s;

and

(2) Entrepreneursdo nothave accessto online payment
systems, such as Paypal, to receive funds.
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Competitions

Businessidea and businessplan competitionsare anotherway
that some eary-stage entrepreneurs have secured small
amountsoffunding (ie. $10,000 - $50,000). In Yangon, a few
notable businessplan competitions exist. Forexample:

¢ Annual UMFC CIBusiness Plan Competition provide s
approximately $5,000 to the winning team.

e P.S. Business Schoolregulardy runs a Social Ente rp rise
Business Plan Competition popularamong students.

¢ Myanmarslargest supermarket chain, CityMart,
launched a competition forentrepreneurs develo ping
localfood productsin 2014. The winning e ntre pre ne ur
willreceive $10,000 in funding and theirproduct willbe
sold in CityMart stores acrossthe country.

e Some localentrepreneurshave also applied forregional
competitions, such asthe DBSSocial Ve nture
Competition and the Mekong Business Challenge.

Few start-ups interviewed were aware of business plan
competitionsavailable to them and none had applied to
locally-hosted competitions. Others highlighted that such
competitionsare very resourc e- and time -inte nsive, and
there’sa high riskthatthey won’t pay off, hence they do not
view them asa viable source of financing.

Grants and Subsidie s

There are no grantsorsubsidies from the Myanmar
Govemmentthattargeteandy-stage entrepreneurs. Thisis a
gap in the ecosystem that, atleastin the short-term, could be
addressed by the intemationaldonorc ommunity and
investors, and in the long-term should be addressed by the
Govemmentof Myanmar.

Mic rofinance

Although the majorty of the entre prene urs interviewed would
not qualify fora micro-loan, and no entre prene urs inte rviewe d
in this study had received a micro-loan, microfinance can now
be included asa viable option formany smallbusine ss owners
in Yangon. Over200 mic rofinance licenseshave been issued
to companies,cooperativesand NGOsin Myanmaroverthe
pastfew yearsand recently the maximum loan size was
increased from USD 2,000 to USD 5,000. Often, however,

mic ro financ e is insuffic ient to support ente rprise s with high
growth and job-creation potential, assuch start-upsin Yangon
aiming to scale theirbusinesses willre quire greaterthan $5,000
incapitall®

15 Bahoney, J (2011), The Entre prene urship I o kkit: Suc cessful Approachesto
Fo ste ring Entre pre ne urship. September2011, USADD.
http://egateg.usaid.gov/bgi
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Box 4.1: Koe Koe Tech wins an Ec hoing Green Fe llowship

Koe Koe T2chisone ofa few Yangon start-upsthathas
secured funding through an intemationalcompe tition.

A partnership between two cousins, one Burmese doctor, and
one Burmese-American lawyer, Koe Koe T2ch focuseson
providing He alth IT'so lutions to the dome stic market. “We
bootstrapped from the beginning. Iused the savingsIhad
afterworking ata law fim,” Co-FounderMike Iwin said. In 2014
the cousinswere awarded an Ec hoing Green Fellowship, a US-
based program thatprovidessocialentre preneurs with annual
capitalinjec tions, mentorship and networks. When asked
whetherKoe Koe Téch had considered seeking inve stme nt to
getstarted, Mike mentioned, “We were speaking with inve stors
mitially, but in the end, getting free moneyisalwaysbetter! In
the future, we’lldefinitely need scale financing, but right now
we don’tneed the money.”

Validation Stage Financing Options

Almostevery entrepreneurinterviewed stated the need fora
largerand more dynamic community of investors to support
start-ups and new businesses. Curre ntly, there are few private
equity orventure capitalfirms, and even fewerangelinvestors,
actively seeking investment opportunitiesin Yangon. (A listof
the inve stment community active in Yangon can be found in
Table 4.1.)

Sy

In the Validation Stage, suc cessful start-upsare often looking
fora largeramountofcapitalthan fiendsand family can
typically provide ($50,000+). This more substantial funding can
sometimesbe raised through similarsources asin the Discovery
Stage (crowdfunding, competitions, etc.), but at thisstage
entrepreneursare also more attractive to Angellhvestors —
high-net worth individuals who are often also succ e ssful
entrepreneurs and are willing to take on more rsks in their

inve stme nts.

Angeland Seed Investors

High-net worth individualsin the region are keen to inve st in
Myanmar, but find it diffic ult to id e ntify start-upsthatcan
absorb the investment and that exhibit the drive and busine ss
acumen that Angelswantto see.Iocally, a few high net-worth
Burmese entrepreneursactasangelinvestors, but they are
connected to entre prene urs through theirown networks and
do notnecessariy publicize that they are seeking to inve st in
start-ups.

Often entrepreneursin Myanmarare connected through
personalnetworksto angelsand seed funders from the region
—Singapore,Japan,orHong Kong. Forexample, loc alstart-up
NexIabs(a mobile developmentcompany) wasconnected
to an angelinterested in investing in Myanmarafter
coincidentally seeing a Facebookpostbya localincubator.
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In Yangon, there isno established networkof Angellnve stors.
Iocalaccelerator,ldeabox, started to bring togetherAngel
Investorsthrough their“AngelList”, Yangon Angels, but this
community is still focused on “networking and inve stment in
the high-tech space.”’® According to the Charterof the
Yangon Angels, members must commit to inve sting between
USD 10,000 and USD 100,000 overa period of 12 months.

Although some institutionalinve stme nt firms have sought to
investin eary-stage start-ups, most have found a limited
pipeline of opportunitie s that satisfy the irinve stme nt c rite ria .
The reasons are furtheroutlined below in Box 4.6. Anthem Asia,
anindependentinvestment and advisory ftm focused on
Myanmar, isone such firm thathasbeen able to make eany-
stage investmentsin Yangon in hospitality, media and public
relations by innovating on the traditionalinstitutionalinve stor
businessmodel

Table 4.1 (Right): Indic ative list ofinve stme nt firms ope rating in
Myanmar (not exhaustive).

16 Formore information, see www.ideabox.com.mm/yangon-angels.

Sy

Firm Type Targets Headquarters
Ubers Capital VC Growth stage UK
socialenterprises
Bagan Capital PE SMEs Yangon
Myanmarhvestment PE& VC SMEs Singapore
Group
Anthem Asia VC & SMEs and Yangon
Expansion start-up s
Insito r Fund VC Start-upsand Cambodia
socialenterprise s
Mandalay Capital PE& VC SMEs Canada
PMM Partne rs PE SMEs Hong Kong
Ronoc PE Mic ro finance keland
institutio ns and
SMEs
Myanmar PE& VC SMEs and start- British Virg in
Inve stme nts ups Ilands
YGA Capital PE Growth stage Yangon
and established
pre-IPO
Vina Capital VC Growth stage Vie tnam
Myanmar SMEs
Macan Capital/ PE& VC Allstages Singapore
Myanmar Strate gic
Inve stments
Champagne Capital PE Eary-stage start France
ups and SMEs
IotusImpact VC Social Enterprises Vietnam
Kathrein Ventures Angel Eary-stage Thailand
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Box 4.2: Kiva and Ubernis Capitalteam up to fill in funding gaps

A majorconstraint to Myanmarentre pre ne urs is the ‘missing
middle’ in financing —ie.,lackofoptionsin the range of
$20,000 to $200,000. Seeing thischallenge asan opportunity,
UK-based venture fund Uberis Capitalis working in partne rship
with Kiwa, an intemationalmicro-lending non-profit, to develop
a loan mechanism forMyanmarentre preneurs that willtarget
providing loansto entre preneurs ranging from USD 30,000 to
USD 50,000. Uberis c alls this “transition capital’, providing both
cash and advisory services to start-ups. The initiative aims to
buid up the numberofinvestable businesses and increase
dealflow available to investors. One challenge the partne rship
willface ishow to legally operate thismechanism, which falls
outside of microfinance, butmaybe too expensive to operate
asa Myanmarinve stment fund. One option they are exploring
isto base the fund outofSingapore and invite Myanmar
entrepreneurs to registerin Singapore to receive a loan for
their Myanmaroperations. The mitiative expectsto be
launched in 2015.

Sy

Venture capitaland private equity fiims are taking theirtime to
id e ntify promising entre prene urs and SMEs. Ac tive fims inc lude
PMM Partners, Ubers Capital, and Vina Capital Such firms are
looking forsecure retumsofover1l0 percent perannum, and
to minimize risk. Hence they tend to target established SMEs
with validated products and high growth potential, ratherthan
entrepreneurs and new businessesthatare untested and
perceived as more risky.

Venture Capital & Private Equity

Efficiency & Scale Stage Financing Options

Once start-upsreach the stagesofefficiency and scale, they
are often seeking more sophisticated financing options,
including venture capital, private equity and bankloans. Both
sources —equity investment and loans—present major
challengesforentre preneursin Yangon.

Box 4.3: Yangon tech businesses attract regional inve stors

Only 25 percent ofthe entrepreneurs interviewed had
received mvestmentofsome kind. Allexceptone investment
was done through investorsoutside of Myanmar. Start-ups such
asOway (online travelbooking), Rebbiz (onlne marketplace
website s) and Bindez (Myanmarlanguage onlne search
engine) allreceived foreign inve stme nt from inte mational
investors. In the case of Binde z, the entrepreneurs were
connected with an angelinvestorin Beiing who invested into
a holding company into Smngapore. Rebbizwasconnected
with an angelinvestorin Smgapore and is c urrently se eking
theirsecond round of funding. Oway’s financing came from a
venture capital fiim in Japan and theirsecond mund came
from fiimsin Cambodia and Singapore. While Oway and
Rebbiz are in the validation / efficiency phase, Bndezisone of
the first tech start-upsto receive angelinve stment in the
discovery stage.
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BankIoans

Despite having over20 localbanks, Myanmarsbanking sector
isstllunderdeveloped.l” Strict regulationson bankloansand
otherfinancialtransactions limit the ability of banksto offer
attractive loan packagesto start-ups and SMEs. Transa c tio ns
remain largely cash-based, few creditlinesare available, and
coverage ofservicesthroughout the country (through
branchesand ATMs) remains the lowe st in Southe a st Asia .18 E-
banking and mobile banking initiative s are just coming online
aslocalbanksbegin to strategize how to capitalize on the
fast-growing mobile networks following the opening ofthe
telecom industry.

Outofthe 40 entre pre ne urs inte rvie we d fo r this study, strikingly,
none ofthem had received a bankloanorevenconsidered
applying fora bankloan. Bankloansin Myanmarare not
feasible options forstart-ups given theirunfavorable terms and
conditions: interest ratesare high, collateraltakesthe form of
land orproperty, and the repayment period is short. As a result,
loanstargetestablished businessesthatare more likely to be
able to meetcollateralrequirements. A summary of the typical
loan productofa Myanmarbankcanbe found in Box 4.4.

7 Fora comprehensive review of Myanmarsbanking sector, see Foerch, T,
Thein, S. and Waldsc hmidt, S. (2013), “MyanmarFnancial Sector: A
Chalenging Environment for Banks”, GIZ avaiable at:
http://www.giz.de/en/downloads/giz2013-en-financialsectormyanmarpdf

18 bid.
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Box 4.4: Summary of the structure ofa typicalbank loan

Myanmarregulations limit the range of productsthatbanks
are permitted to offer, whic h inc lude s se tting the interest rate,
loan period,collateralrequirements and otheraspectsofbank
loansto smallbusine sses.

Ioan perod: One year
Average loan interest: 13% p.a. (flat)
Collateral: Iand and buildings, gold,

machinery, and exportcrops*
30-60% offorced-sale value of the
collateralforland and buildings;
80% forgold.

Ioan amount:

*In practice,according to bankrepresentatives, most banks
onlyacceptland and builldingsasformsofcollateral

Sources:

Foerch, T, Thein, S. and Waldsc hmidt, S (2013), “MyanmarFinancial
Sector: A Challe nging Envionme nt for Banks”, GIZ available at:
http ://lwww.giz.de Jen/downloads/giz2013-e n-financ ial-sector-
myanmarpdf

Bissinger, J. and Maung Maung, L (2014), “Subnational Gove mme nts
and Busine ssin Myanmar’, the Asia Foundation, avaiable online at
www.asiafoundation.org.
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Govemment Subsidies

ForYangon entrepreneurs, a bankloan subsidized by the GoM
isavailable and targets smallbusinesses, butis unlkely to fill the
finance gap foreanddy-stage start-ups. The program is run
through the Smalland Me dium Ihdustrial De velopme nt Bank
(SMIDB) and applicationsare processed by the SME
Development Centre.loansare offered ata subsidized rate of
8.5 percentperyear,howeverwith bankservice chargesthe
rate often comesto 9.5 percent.!® Further, the loan amounts
are limited to a maximum of approximately 100,000 USD, whic h
oftenleadsto customersneeding follow-onloansat
commercialrates. like private bankloans, the govemment
program also doesnotaddressthe primary concemsof
start-up entrepreneurs seeking financing: the lackofcollateral
in the form ofland orbuidings. Iessonscanbe leamed from
govemments around the region thatofferfinancing programs
to start-upsand one such program in Malaysia isdescribed in
Box 4.5.

Iitial Public Offering

Initial Public Offering (IPO) is the first sale of stockby a private
company to the public. Curently, there isno stockexchange
in Myanmarwhere companiescan selltheirshares. Plansfora
Yangon Stock Exc hange (YSX) have been underway fora few
years, since the passing ofthe Securities Exchange Iaw in June
2013. The YSX a joint-initiative by the MyanmarEconomic Bank

19 hte rvie w with SMIDB b ank re pre se ntative .

and Japan’sDawa Securities Group, plansto openin October
2015. Although it may eventually serve asa new growth
mechanism forMyanmarsmore established firms, it is unlike ly
to serve assource offinancing forcompaniesdefined in this
study as start-ups.

Box 4.5: Malaysia govemment ste ps in to support start-ups

One case ofhow a govemmentcan provide financialsupport
to start-upsand SMEsis seen in the Malaysian Young

Entre pre ne ur Fund (MYEF). Managed by Malaysia’s SME Bank
with financing provided by the Malaysian govemment, MYEF
offersloansto entrepreneursaged 18 to 30 who eitherplan to
start a businessoralready own one. Applicantsmay apply for
up to RM100,000 (30,600 USD) in start-up capitalorworking
expenditures. [oanshave aninterestrate of 5 percentper
yearand a 7-yearloan term. The primary objec tive ofthe
MYEF'is to assist young entre preneurs who were not qualified to
bormow money from commercialbanksorothergovemment
funding schemes. In 2013, the govemmentallocated RM50
milion (USD152 million at the time of writing ) to the fund, which
financed approximately 700 e ntre pre ne urs.
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Asse ssments

There ismuchmom forimproving financialsectorsupportfor
start-ups and entre prene urs. Pimary asse ssme nts o f the

financialpillarof Yangon’s start-up ecosystem are listed below.

1. An entrepreneurialecosystem dependenton
personaland family funding is highly re stric te d

The lackoffinancing optionsoutside of friends and family has
severalimplic ations on the entre prene urship ecosystem:

a) Restric ts start-up opportunitie s to those entre prene urs
with disposable personalorfamily income;

b) Alimited amountofcapitalcanbe bormowed through
family, whic h pre ve nts start-ups’ sc aling opportunities;

¢) Family supportofthe businessidea isoften required;

d) Priortizing safe bets, businesses are lesslkely to test
more innovative ideas.

Untilnew financing opportunitiesare developed through bank
loans, grants, competitions and angelinve stments, the growth
of start-ups willc ontinue to be limited.

2. hvestment into localstart-upsare imited by a lack
ofsuitable nvestment opportunities, aswellasweak
legalframeworks

Investors highlighte d severalissue s within the ec osystem that
are preventing the growth ofthe inve stment c o mmunity.
“Capitaliswaiting to come in, butit’'snotready to be
absorbed”, one mvestorcommented. The c onstraints in the
investment field canbe grouped into 3 areas—the size of the
inve stment, businessacumen of entre preneurs, and the legal
framework. These are presented in more detailin Box4.6 on
the following page.

3. More financing optionsare needed forDiscovery
Stage entre preneurs

The largest gap in financing isforeary-stage entrepreneurs. n
otherecosystems, such businessesare funded through
competitions, govemment subsidies and smallbusine ss lo ans.
These optionsare notattractive and/oravailable to start-upsin
Yangon. More diverse grants, competitionsand smallseed
funding opportunities are needed in the ecosystem so that
entrepreneursare enabled to develop and test new products
and services.
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I Type of Financing Summary of Main Challenges |

Bank Ioans .Require collateralofland/property

High intere st rate (13 percent).

Private Equity Investors are risk-averse, due to uncertain
regulationsand weakcountry legal
frame wo rk.

Oftennotfocused on backing new

b usine sse s

AngelInvestors Few AngelIlnvestors, and no established

networkin Yangon.

Family Common option, but limits funding pool

and busine ss a spira tio ns.

Crowdfunding Entrepreneurneedsaccessto a foreign
bankaccountto processdonations.

Iackofhigh-speed intemet.

Microfinance Accessble fora smallbut growing

portion of mic ro -e ntre pre ne urs.

Grants Few localgrantoptionsfornew
b usine sse s.
Competitions Tme consuming and often narmow focus

on a specific industry, such astech.

Table 4.2: Summary ofthe main finance options fore nire pre ne urs in
Yangon.

Ry

Box 4.6: Inve stors interested, but still wary of doing busine ss in
Myanmar

Investorsin Yangon are finding it diffic ult to find attrac tive
investments because ofthe following issue s:

1. Size of start-ups and size of investment

“The start upswe see are very smalland require only a small
amountoffunding”, stated one Yangon-based investor.
Investorsare typically looking fordealsthatare largerthan
whatmost Yangon start-upsare ready for. One firm indicated
theirdealtargetis USD 250,000++ to overcome the transaction
costsofvetting entre preneurs in the ¢ ountry.

2. Business acumen of entre pre ne urs

Investors assessthe entrepreneurand theirability to lead and
manage a business when undergoing due diligence fora
deal “Entrepreneursin Yangonlackmanagementcapacity
and stafflack training,” one investorstated. Inve stors he sita te
because they are notconfident in entre pre neurs’ b usine ss
planning and managementcapacities.

3. Weaklegal framework

“Investorsdon’tbelieve in Myanmarbecause there isno legal
protection,” anotherinvestorcommented. Others mentioned

that Myanmarsperceived “country risk” continuesto be very
high due to the weakjudiciary system and legalframework to
enforce contractualand property rights and to settle disputes.
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Recommendations

ForGovemment

Develop a new business orentre prene urship grant
scheme to bridge the seed-funding gap (from $10,000
to $100,000). Partnersforsuch a scheme may include
SMEDevelopment Center, MYEA oran intemational
01g a niza tio n.

Banking sectorreform and capacity inprovements are
crticalforproviding a viable source of financing for
new businesses, but the fmancialsectormust furtherbe
liberalized to achieve this.

Throughout the financialreform process, take into
accountthe financing challengesofstart-upsand
involve entre preneurs in the reform process.

Sy

ForGovemmentorothers

Provide accessible training programs forentre pre ne urs
to be investorready, specific ally highlighting the
challengesinvestorsare facing m Myanmar.

Promote diversified typesoflending, including through
competitionsand grantsattached to training programs.
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Chapterb
Human Capital

The scaling ofan eary-stage company is
enhanced by the quality and quantity ofits
workforce. Regions with a greaterdepthof
potentially elevantemployeescreate a more
hospitable environme nt forthe scaling ofearly-
stage companies.

—Word Economic Forum (10, 2014)

w

Throughouteach stage ofthe growth cycle of a start-up,
accessto a readily available and skiled workforce isneeded.
Entre preneurs themselves also need to have the skills
necessary to develop new ideas, design businessmodels, and
manage theirfledglng busine ss.

The Human Capitaldimension of the start-up ecosystem
should therefore primarily be facilitating the developmentof:
(1) entrepreneurialtalent; and (2) a skilled wo rkfo rc e . This
section willexamine the quality of highereducation and the
skilllevelofthe workforce in Yangon to betterunderstand how
these human capitalele ments support start-ups.

131

Discovery Validation

Management talent

Technicaltalent

Entre preneurialcompany
experience

’ F Fexible laborconditions and
4 accessto a migrant
Scale

wo rkforc e
Efficiency

Image 5.1: Summary oftypical human capitalneeds by start-ups
across all 4 growth stages.
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Availabilty of Human Capitalin Yangon

Following decadesofisolation and a stagnating higher
education system, Myanmarnow facessevere shortagesof
managernal, technicaland entre pre neurialtalent. The
challenge thatstart-upsface in finding skilled workers has
beenexacerbated by the recenteconomic reformsin the
country, which have led to dramatic influx of higherpaying
employers, and hence a significantincrease in the demand for
skilled worke rs. Start-ups, SMEs and multi-nationalbusine sse s
alike have commented on the shortage ofskilled wo rkers in
Yangon. Forexample,a UMFCCI UNESCO and OECD 2014
survey of 3,000 SMEs in Myanmarfound that 60 percentof
businessesreported skil shortagesasa majorconstraint to
doing busine ss.

When asked if “busine sse s like mine can readily hire wo rkers
with the desired knowledge, skills and attinbutes”, Myanmar
respondentsto the GEPSwere eitherneutral o rslightly
disagreed.

Overthe last 25 years, govemment inve stme nt in the
education system hasbeen exceedingly low, re sulting in
Myanmarlagging behind its neighborsin termsofworkforce
readiness. Forexample, public expenditure on education in
Myanmaris farless than its neighbors, with the GoM spending
lessthan 1 percentof GDPon education in 2011 where
Cambodia, Thailand and Inoseach spentbetween 3-4 per

W

cent.20nly 5 percentofworkersin Myanmarhave tertiary
and highereducation credentialsand only 15 percent have
finished secondary education, which is half the rate forthe
same in Vietnam and Thailand (30 percent).?!

Recognizing the need to reform an underperforming
education system, the GoM began the “Comprehensive
Education SectorReview (CESR)” in 2012 with the taskof
“ensuring that Myanmarseducation system promotesa
leaming society capable of facing the challengesofthe
Knowledge Age”.led by the Ministry o f Educ ation with
support from a numberofdevelopment partners, inc luding
UNIC EF, the Word Bank, ADB, the CESR processresulted in the
promulgation ofthe MyanmarNationalEducation Iaw of2014.
Thislaw hasreceived widespread critic ism, mainly from the
NationalNetwork for Educ ation Re form (NNER), the Myanmar
Indigenous Network for Educ ation (MINE), and student and
teacherunions, resulting in a yearlong protest that ultimately
resulted in studentleadersbeing amested.

In the long-run, education sectorreform e fforts, such asthe
CESRoritsupdates, wil hope fully have a positive impacton
the availability of human capitalforstart-upsand small
busine sse s. Ho we ver, sho rt-te rm so lutio ns to up-skill the
workforce and develop entrepreneurial skillsets are lacking,
and are much needed to addressthe cument defic its in
human capital

20 Mc Kinsey Global Institute, “Myanmar s Moment: Unique Opportunities, ajor
challenges”, June 2013.
21 bid
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Developing Entre preneural Skillse ts in Yangon

T reduce the skillsgap in the short term, the supply of training,
inc luding busine ss institute s, voc ational training and other
programs, has gro wn signific antly overthe past2 yearsin
Yangon. Foreign companies, inte mational unive rsitie s and
donorsare launching programsto train Yangon’s young
professionalsand graduatesin a variety ofareas, including
business management and entrepreneurship. A few programs
are described below,and a more comprehensive listcanbe
found in Annex 6.

P.S Business Sc hool(a private businessschool) offersa varety
ofbusinessmanagementcourses, ncluding a Masterof
Busine ss Ad ministra tion (MBA), diploma in human resource
management, marketing management and busine ss
management. PS Busine ss Schoolalso regulary organizes
businessidea competitionsand isespecially active in
promoting socialentre preneurship.

Strate gy First Institute (a private businessschool) wasfounded
in 2010 by a Burmese entrepreneurwho retumed to Yangon

afterliving and studying in the United Kingdom. Strate gy First
offerscoursesfora diploma from the Institute of Commercial
management, UK

The ADEPTProgram isa -funded projectthatcommenced in
eany-2014 to bring together4 partners: hdiana Unive rsity,
BusinessforSocial Re sponsibility (BSR), lotus Inpact, and

He wle tt Pac kard (HP). The partnersare working on vario us

W

initia tive s to suppo 1t the entre pre ne urship ecosystem, inc luding
(among others): building capacity of the Yangon Unwersity of
Economics’ MBA program by providing e ntre pre ne urship and

incubation training to faculty and students; and launc hing HP

Life Taining Centersin Yangon and othercities, where aspiring
entrepreneurscan complete online training programs.

>.: ‘&}
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Image 5.2: The launch ofthe HP Life Ce ntre atthe Yangon Institute of
Economics, February 2014

SPARKis an intemational NGO focused on providing technical

assistance in skilldevelopment and SMEdevelopment, aswell
asexploring opportunities to offerfinancial solutions to SMEs
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through its o wn inve stment fund. In November2014, SPARK
organized a training course on entre prene urship in educ ation
foracademic staff from universities and vocationalcollegesin
Yangon.

GIZis working on severalinitiative s in the e ntre pre ne urship field
aspartoftheirPrivate SectorDevelopment program.??2 One
suc h initia tive is theirtraining -o f-trainers (To'T) in the C EFE
methodology, a highly interactive and experentialapproach
to training.?? GIZhasalready completed two rundsofTT
training in 2014 reac hing over20 trainers.

The UNESCO-Pe psiCo Centre of Excelle nce forBusine ss Skills
Developmentisa partnership initiated in 2014 betwe en the
Yangon hstitute of Economics, Pe psiCo and UNESCO . k aims
to strengthen the businessand employment skills of Myanmar
youth by providing short training programs. Subjectareas
covered in theirprogramsinclude: “Navigating the word of
work”, “working with others”, “getting the workdone”, and
“introduc tion to the word ofbusiness”, aswellasa seriesof
guestlecturesand individualcareercounseling.

22 GIZstands forthe Deutsc he Ge sellsc haft fiir Inte ma tio nale
Zusammenarbeit GmbH,
23 CEFEstandsforCompentency Based Economies through Formation of

Enterprise and isan intemationally recognized experentialleaming program.

W

Otheropportunities forskildevelopmentinclude hackathons
and competitions, such asthose organized by Code for
Change. 'These eventsalso provide an opportunity foryoung
tech enthusiasts to hone theirskilsand leam new tools from
theirpeersand experts. Formore information on these, see
Chapter?7.

Image 5.3: Entre pre ne urship classes at the Yangon Institute of
Economics as part ofthe ADEPTprogram, September2014
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Asse ssments

Recruiting and retaining skille d sta ffis like ly the greatest
challenge to start-upspastthe discovery stage, with neady all
entre prene urs inte rviewe d highlighting it asa pressing
constraint in Yangon highlighted. In addition to finding skille d
sta ff, start-upsalso often lack the time and money to inve st in
training programs fortheirteamsorchoose notto due to high
tumover, with many employeesleftto leam on the job. Thisis
what start-ups are saying:

1. Start-upsare unable to find people with the skills
they need

Allentre preneurs interviewed indicated that finding ‘good
people’ with the right skills was a majorc onstraint forstarting
and growing theirbusiness. Across skillsets — from a driverto a
CFO —new businessesare unable to find suitable candidates
to recruit. In particular, IT'skills and financialmanage ment skills
are in high demand and in low supply. Otherentre prene urs
commented that finding staff with strong analytic alskills and
the ability to work inde pendently is diffic ult, although tho se
skills are essential forsurviving in a start-up e nviro nme nt.

“Some people [employees] might give up because ourwork
c ulture here is very different than traditional Myanmar

companies. We are still ‘family style’ but we workhard and

play hard.” —Founderofa Yangon tech start-up

W

2. Employeesare not motivated by the ‘start-up
culture’ and preferto workfora large company

Start-upsneed motivated employeesthat are willing to putin
extra hoursto getthe business offthe ground. They also need
employees with communic ation, ITand sales skillsto be gin
developing productsand reaching out to customers. But many
young professionalsin Yangon are more tempted by
permanent po sitio ns with multinationalfirms that are just
entering the market, suchasCoca-Cola, 7 le nor, KPMG and
others. Parents are also putting pressure on theirchildren, even
asadults, to pursue these saferopportunitie s overopportunitie s
working with start-ups, whic h is still viewe d a s high-risk. Start-up s
find it diffic ult to attractthe employeesthey wantasthey
cannotmatch the salariesand benefitsoffered by
multinationals. These socialorculturalbamersadd yet another
challenging element to the recruiting process, which willbe
furtherexplored in Chapter?7.

One interesting pooloftalent forstart-ups and the busine ss
community are the “repatriated” Myanmarc itize ns who have
been living, studying and working abroad. This o ften means
they are exposed to start-ups, betterunderstand the life style
choice,and are more likely to acceptit. However, many
repatriatesare notnecessarily joining the Yangon workforce or
the talent poolforstart-upsto draw on. In fact, many are
instead choosing to launch theirown busine sse s.
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3. There isa large discrepancy between skills
supplied by the education system, and tho se
demanded by start-ups

Start-up founderscommented that recruiting is further
complicated since degree and c ertific a tion qua lific a tions
oftendo notequate to practical applicable skills. Hence,
entrepreneurs are recruiting based on personality, passion and
motivation to work, instead of formaltraining and educ ation.
Many ofthe technicalskillsdemanded by start-ups, partic ulardy
online start-ups, are nottaught to a sufficient proficiency in the
education system.

4. High staff tumoverdiscouragesstart-up and SME
teams from investing scarce resourcesin training

Many ofthe startup entrepreneurs interviewed had similar
experiences where they had trained employeesonly to see
them leave within a short period oftime. Reputable start-ups
are treated asa careeranchorand stepping-stone to
higherpaid positionsin more established c ompanies. This
results in an underinve stment in training staff, and anoverall
undersupply ofneeded skillsin Yangon startups.

“I’s diffic ult to recruit forany position. tdoesn’t matter
to me if you have a degree from a University. E doesn’t
mean anything. I'm looking forpeople who are c urio us,

willing to leam and a good team player”.
—Founder, 2ch Company

W

Box 5.1 Start-ups develop innovative solutions to HRshortages

Human resource supplyisone ofthe biggestchallengesfornot
just startupsbut allbusinessesin Myanmar. There isa shortage
oftalent,capacity, and professionalism in the wo rkforce. Start-
ups, while constrained by resources, are developing innovative
waysto make sure they have a talentpoolto tap on, such as
that of Ignite So lutions:

Ignite Solutions—a web developmentcompany -came up
with a training program to dealwith the widespread human
resource problemsin Myanmar. Although the company isstil a
start-up and haslimited resources, the team spends weekends
training new recruits. Ignite chargesapproximately $30 per
month forweekend coursesabout web development. At the
end ofthe training program, studentsreceive a certific ate,
and intemship offersare given to the be st studentsin the
program. Aftera month ortwo ofthe free inte mship program,
those who fitin welland work wellforIgnite are offered full-
time jobs.

45




Recommendations

Policy Recommendations

e Ensure thatpracticalentre preneurialskills and busine ss Countdesneed to inve st in
acumen, inc luding te c hnic alskill in inno va tive human capitalto build and
disciplines, are a part ofthe new cumicula being retain a workforce not only
developed aspartof Myanmarsongoing education with the skills startups seek but
sectorreform. also to help build businesses

and innovate forthe future.
* Develop flexible abormarkets, to ensure new
businessescan attract the skillsthey need, such asby —-UPGlobal, 2014
reducing visa restric tions forre-patriots and foreign

entre pre ne urs.

Program Recommendations

e Develop an intemship program thathelpsplace
talente d unive rsity stud e nts in startups.

e Develop nformation programsto increase awarene ss
and benefitsabout careeropportunitie s with start-ups,
and to rationalize perceptionsofrisk of entre preneurial
life style choices.

¢ Improving the accessbilty of information about
trainings forentre preneurs; develop a one-stop portal
fortraining providersto post entre preneural training,
workshop and program o ppo rtunitie s.
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Chapter6
C ulture

“Ithink Burme se me ntality isvery entrepre ne urial.
Because ofthe limite d e nvironme nt, Burme se
were forced to be entre preneurialin the pastin
orderto survie.”

— F&Bentrepreneur, Yangon

This section examines different aspectsofthe cultural
dimension ofthe ecosystem in Yangon and how it may support
orhinderentre pre ne urship.

The culture dimension ofthe start-up ecosystem is the
undedying envimnment thateitherencouragesordiscourages
entre prene urs from starting and c ontinuing with a new

busine ss. Throughout a start-up’s life, the c ulture surmo unding
the entrepreneursupportstheirapproach to risk-taking,

creativity, and continualleaming. The culturalaspect of the
start-up ecosystem can sway an entrepreneurschoice
between starting a businessorgetting a job to workfor
someone else,orbetween solving a problem and waiting for
others (such asthe govemment) to solve it.

De fining ¢ ulture in a multi-c ultural c o untry

Even ata macr-level, “Myanmarculture” is multi-faceted and
encompassesmany ethnic groups—the Bamar, Karen, Kachin,
Chin, Rakhine, and many others. Each group has a history and
a culture allits own, making it diffic ult to define anover
arching “Myanmar”’ culture. Within and acrossthese ethnic
groups, there are also sub-cultures, such asa business c ulture.
Assuch, to assess Myanmarculture oreven Yangon culture is
inherently complex and influenced by the lensofreviewer.

In thiscontext, we break down the business c ulture ofthe city
into five elementsderived from the comments and stories
provided by Yangon entrepreneurs: i) tolerance forrsk and
failure ; i) family pre ssures; iii) ole models and suc ce ss storie s;
iv) preference forsef employment; and v) positive image of
entre prene urship and inno vation.

Tlerance forRisk and Failure

Yangon’s entre preneurculture is generally risk averse; failure is
frowned upon and seldom viewed asa leaming opportunity.
This c ulturalaspectis similarto othercountriesin the region,
such asSingapore and China, where the conceptof“saving
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face” —orensuring that yoursocialstanding orauthority isnot
questioned orweakened — limits risk taking and generatesa
culture where failure isfeared.

The lackofsocialsafety netsin Myanmarisalso a factorin the
willingnessofpeople to take risks. Without welfare, social
securty, credit, orothersafety nets, the perceived riskand cost
ofstarting a new venture can often be viewed to outweigh its
potentialbenefits. Assuch, itisunderstandable that start-ups
are commonly founded by those thatenjoy security through
family financial se c urity.

Role Modelsand Success Stories

The start-up joumey ischallenging, lonely and hasa high rate
offailure; hence it'simportant forstart-upsto be encouraged
through role models, mentors and successstories. Many
entrepreneurs interviewed commented on the difficulty of
finding such mle modelsand peersin Yangon.

The lack of institutionalmentorsorrle modelscould be partly
explained by the business envimnment that hasexisted under
the military junta where cronyism and coruption were
commonplace, and the opportunity formo st e ntre pre ne urs to
breakinto the businesselite waslimited. Such an envirornment
isnotconducive to promoting successstories and
mentorship.?* Yangon’sentrepreneursexpressed great inte re st

24 The Myanmar Busine ss Survey 2014 by UNESCAP, UMFCCIand OECD found
thatcoruption wasone ofthe largest constraints to busine ssesin Myanmar.

in developing a networkofengaged and suc c e ssful
entrepreneursto provide mentorship and guidance to the next
generation.

Family Pressures

Family units are close-knitin Yangon, and parentsand elders
have a strong influence overthe youngergeneration. n some
ways, thisculturalaspect limits e ntre pre ne urship bec ause mo st
parents and families have notbeen, until very rec e ntly,
supportive of starting new businesses. In general, parents want
to see theirchidren in stable jobs. Traditionalpractice is to
encourage children to be doctorsand engineers, which are
the mostrespected and highlyregarded careeroptions.

Sinc e the economic reform processesbegan in 2012,

entre preneurship isbecoming more ofa viable option with
familie s seeing new o pportunitie s in busine ss. Some
entrepreneurs are working with theirfamilies to start new
businesses. Forexample, one entrepreneurinterviewed
convinced herparents, who own a garmentfactory, to let her
explore launching a new fashion line that wilbe incubated
within herfamily business, and may eventually spin o ffinto a
separate line.

49



Preference forSef-Employment

There are two dynamicsatplayintermsofpreferencesof
careerchoice in Yangon. Talented potentialentre preneurs are
tom between pursuing new business and market opportunitie s
and the increasingly lucrative employment o pportunitie s with
multinationalcompanies. n general most people preferto
workforan established localcompany ora multinational,
which meansthere are fewerentrepreneurs launc hing new
ventures, and thatthere isa smallertalent poolforsmall
companiesand start-upsto draw on.

At the same time, there are those few entre preneurs who
made the leap into entre preneurship because they saw an
opportunity to make more money than they can in more
established jobs. In general salariesforstaffin Yangoncanbe
quite low —an entry-levelprofessionalposition can start at
100 USD permonth orlowerand increase only ata
predetermined rate —so thatsome see greaterfinancial
opportunity in starting theirown busine ssratherthan climbing
the corporate ladder.

Positive Inage of Entre pre ne urship and lhnovation

Entre preneurs and SMEs are viewed asproblem-solvers and
job-creators, whichcanbe seenin media coverage and
policy statements on entre prene urship. Forexample, in 2014 a
Myanmarentre preneurwon the regional Young Entre pre ne urs
ASEAN Business Award; and the FESR Policy Framework states
the GoM’s intention to support young entre prene urs through

the SMEDevelopment Centre and otherinstitutions.2> Howe ver,
many entrepreneurs interviewed —especially those that have
experience in otherstart-up ecosystems, suggest thatthere is
stillnot a culture ofopennessthatisfound in start-up
ecosystemsin developed countries. Entrepreneurs stated that
they hesitate to share ideas, which in tum hinderscollaboration
and innovation, and refrain from sharing stories oftheirsuccess
so asto notattract attention.

Women and Entre pre neurship in Yangon

Although women have yetto secure equalrepresentation in
politicalpositionsin Myanmar, women are well-represented in
the entrepreneurecosystem. Women entre pre ne urs
interviewed did notfeelthey faced specialchallengesor

p artic ulady diffic ult circ umstancesin business as a result of their
gender. Nonetheless, asseen in most countries, tech

entre preneurship in Yangon ismajority male. Women also
noted the following issuesthattheirmale counterparts may not
be faced with:

Family pressures

Women are strongly encouraged to find a secure job, and
eventually to find a husband and settle down asa housewife.
Women entrepreneursare often still responsible forhomecare

25 Govemment of Myanmar(2013), Famework forEconomic and Social
Reforms, available in English at:

www.the mimu.info/site s/ the mimu.info/file s/doc ume nts/ Re f%20Doc¢_Framew
o rkFo rEc o nomic And So cialRe form2012-15_Govt_2013%20.pdf
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and taking care ofthe children, in addition to managing their
b usine ss.

Diffic ulty gro wing the irne two rk

In Yangon, a single woman typically prefersnotto be seen
alone with a man, even in a business setting. Thiscan be a
deterrent forsome women to attend networking events held
afterwork hoursormeeting with inve stors, who are often male,
asthey would need to bring a friend to avoid critiq ue.

Diffic ulty e ntering some sec tors

In some casessuch asthe tech and logistics sectors, women
entre preneurs mentioned diffic ulty bre aking into the se marke ts
due to theirgender. One entrepreneurmentioned that
entering herindustry asa woman wasseen asodd, and she
had a diffic ult time getting people to take herseriously when
she was starting o ut.

Resourcesforwomen entre prene urs

The MyanmarWomen Entre prene urs Association (MWEA)
provides networking, training and support activities to women
who are members. Most women interviewed were not
membersofthe MWEA, asthey were uncertain of the process
to secure membership and the benefits associated with
membership. New women’sgroupsare also starting, such as
the Women’s Pro fe ssional Ne two 1k, whic h o rg anize s mo nthly

networking and leaming eventsfora diverse group of women
professionals and entre pre ne urs.

Box 6.1: Does Yangon’s culture support e ntre pre ne urship?

Below are a few quotestaken from interviews with Yangon’s
start-up entrepreneurs about the theme of culture and
entre pre ne urship:

“Burme se people have persevermnce butthey are not
risk-ta ke rs.” - Retail Entre pre ne ur, Yangon

“People don’t want to stand out, peopl don’t want to judge
and be cnitical there isa lack of cut-throat winning attitude.”
-Managerofa Yangon-based acceleratorprogram

“We associety don’t rewanrd inttiative taking. There used to be
severe consequencesfortaking initiative.”
-Yangontech start-up founder

“Culture ischanging....the youngergenemtion hasmore
opporntunities, familiesare becoming more supportiwe of
them.” -Yangontech start-up founder

“The closed economy meant thateverything was done
through personalrelationships...this is diffic ult to c hange.”
- Socialentrepreneur, Yangon
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Box 6.2: Repatriates bring in a new c ulture of e ntre pre ne urship

Repatriated Burme se entre preneurs— Myanmarnationals who
have spent time working and studying abroad and are now
retuming to theirhome country —represent a new dynamic in
the entre pre ne urship ¢ ulture of Yangon. This group is
dominated by young men (25-35 yearsold) who have been
working in Singapore in the IT, engineering orsimilarindustres.
Many are taking the opportunity of retuming to Yangon to start
theirown business, often with a tech focus. Othersleverage
theirnetworksabrmwad to bring in inte mational franc hises.

A few notable examplesinclude:

- Two new franchise sin town, Manhattan Fish Market and
PeriPeriChicken,were established by young repatriates
in the ir 20s.

- Koe Koe 2ch —a health-related app developerwas
founded by a Burmese-American lawyerand hislocal
¢ o usin.

- Revotech,a creative digitalagency doing mobile app
developmentand web development wasfounded by
Myo Myint Kyaw, who spent 10 yearsabrad in Iondon
and Singapore before retuming to Yangon in 2012.

- Oway,founded by Nay Aung, an ex-Google staffwith
experience working in Silicon Valley, provide s o nline
travelbookings forMyanmar.

Rebbiz offersonline classified websites forc ars, housing
and jobs. Theirfirst site waslaunched when the 3
partners were still working part-time in Sngapore. Now
the team hasa ful-time presence in Yangon.

Zwe nex offers software solutionsto SMEs. K was started
by Ko TharHtet, who studied computerengineering in
Singapore and stayed on forabouta yearworking to
get his first start-up off the ground.
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Asse ssments

1. Family supportisimportant for Myanmar
entre pre ne urs

In Yangon, familiesare a great influence on young
entrepreneurs. Eisimportant formany entre preneurs to have
both the financialand moralsupportoftheirfamily. Some
entrepreneurs have reported thatthingsare changing and
parentsare becoming more open to new ideasand are
curious about entre pre ne urship, but traditionalexpec tations
remain strong in particularforwomen entre pre ne urs.

2. Iackoftrust,cooperation and uncertainty are
detrimentalto the emerging entre preneunalc ulture

One ofthe biggest culturalimpediments to e ntre pre ne urship is
the lackoftrustand cooperation among the community. As a
productofhistory, in Yangon there is the culture of “minding
one’sown business” and keeping information orideasclose.
Start-up founderscommented on theirfearofhaving their
ideasstolen and the mistrust ofdeveloping partnerships for
theirnew businesses. There isalso a sense ofuncertainty,
particulardy stemming from a rapidly changing economic and
regulatory environme nt, whic h pre ve nts e ntre pre ne urs from
openly committing to and promoting theirbusinessesto a
generalaudience.

3. Media coverage and the entrepreneurimage is
often focused on tech entre prene urs

Many news stories about starting new businessesin Yangon are
eitherabout multinationalcompanies entering the marketor
aboutthe latest mobile phone app designed forMyanmar.
There isa need forbusinessesto be developed acrossevery
sectorin Yangon and there isa gap in providing quality stores
aboutbusinessesoutside ofthe tech sector. kisalso important
forthe community in Yangon to share stories of suc c e ssful
entrepreneursand to connectthose experienced

entre prene urs with the next generation of self-starters. Given
the lackofrle models, itisnot surprising that most
entrepreneurs interviewed mentioned theirinterest and need
fo r me nto rship .26

26 Me nto rship is furtherdisc ussed in Chapter7, Support Syste ms.

53



Recommendations

Forgovemment

New SMEpolicies and entre prene urship programs
should be developed recognizing the special
pressures placed on women entre prene urs, and
partic ulary in te c hnic al ind ustrie s.

Forgovemmentorothers

Bring in orsupportnew programsthat provide
exposure to the challengesand triumphsof
Myanmarentre preneurs, such asthough tele vision
shows and public events.

Develop regionalexchange programsforkey
membersofthe entre preneurship ecosystem, such
asentrepreneurs, educators, and policymakers, to
leam aboutand gain experience from other
start-up ecosystems.
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Chapter?7
Support Systems

Thischapterexploresboth the hardware and software
available to entrepreneursin Yangon to support the
developmentand growth oftheirstart-ups. Hordware refers to
the supporting infra struc ture, whereas software refers to the
programs, networks, and othersupportservicesforan
emerging busine ss. The typicalaspectsofthe Support System
domain are presented in Table 7.1.

@

Start-up Support Systems
Hardware / Infrastruc ture Software / Support

Te le c o mmunic a tio ns Tra ining
Ele c tric ity Ne two rks
Transport/ Roads Mentors

Professional Services
Incubators/ Accelerators

Water & Waste Management
Office space

Table 7.1: Dime nsions of the start-up ecosystem Support System
domain.

The Hardware

Entrepreneursin Myanmarfaced anamay of constraints in
terms of support infra struc ture, the greatest being the speed
and reliability ofthe Intemet and the second being rental
prices.

Ele c tric ity, transportation, and water waste management also
pose constraints forbusinessesin Yangon, but were not listed
as priornty constraints by e ntre prene urs when a ske d. Ele c tric ity
outagesare oftencombatted with generators, which increase
set up and running c o sts. Since mo st busine sse s inte rviewe d
focused on the Yangon market, transp o rtatio n infra struc ture
wasnotlisted asa majorproblem.
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Tele c o mmunic a tio ns

Mo st entre prene urs interviewed mentioned Intemet speeds,
the lackofreliable mobile connections, and elec trc ity as their
primary complaints ab o ut infra struc ture, respec tively.

The costoftelecommunic ationsis high forentre prene urs.
Curment pricesforwireless ntemetare upwardsof $100 per
month, with speed and connectivity varying greatly
depending on whether WIMAX, ADSLorfibre optic
connectionsare chosen, and where in Yangon the office is
located. Untilrec ently, purchasing a SIM card alone would set
businessownersback $200+. Ih late 2014, however, SIM card
pricesdropped dramatically, to lessthan $5,asOoredoo and
Telenorlaunched theirmobile networks. The pricesofmobile
data planshave also been decreasing.

ODevSpace ©Pmwject Hub

2013

Above:Image 7.1: Time line ofco-wonrking spaces setup in Yangon.

3
Re al Esta te

The costofrentin Yangon hasskyrocketed since 2012, and in
some casesthe price persquare footexceedsthatof
Singapore, New Yorkand Bangkok?” Iocalrent payment
practicesare also a burden fornew businesses. n 2012 the
typicalpractice wasto pay one yearofrent up-front and in
cash. Since then, many landlords have adjusted theirpolicy to
accepta 6-month payment up-front, which ismore feasible for
start-ups, b ut still re stric tive formo st e ntre pre ne urs. Many
businessownersexpressed concem about the volatile real
estate market, fearing a hike in theirrent price follo wing
renewaloftheirlease. Annex5 provides more details on set-up
costsfora typicalstart-up office in Yangon.

Inmanycitiesaffordable office options—such asco-working
spaces—provide flexible and collaborative spaces forstart-up
teams. At the time of writing, 4 such spacesdedicated to
entrepreneurs were operationalin Yangon, asshown in Inage
7.1below.

@Sule Tech

2014 2015

27See “Yangon More Expensive than NYC Sparking Boom: Real Estate” (June
2013) available at www.bloomberg.com and “Myanmarrealestate prices
skyro c ke ting” (July 2013) at www.bitimes.com.
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Support Systems: The Software

A range of supportorganizations existin Yangon to provide
servic es forstart-ups, inc luding inc ub a to rs, me nto rship
programs and c ompe titions.

Incubators

In the discovery stage, entrepreneursrequire a range of
supportservices, including affordable office space,

me ntorship, netwo ks, targeted training, and c onne c tions to
funding opportunities. hcubatorsoften fill thisgap by providing
a suite ofservicesateithera low costto the entrepreneur, orin
retum fora smallequity share ofthe future business. h Yangon,
there isonly one incubatorthatprovidesa fuland integrated
range of services to new businesses. Compare this with the
region, where there are fourin Phnom Penh, seven in Bangkok,
and three programs just within the Unive rsity o f the Philippines.

Project Hub Yangon (PHY) ran Myanmar's first full-time
incubation program for5 start-upsin Yangon from June to
November2013. ks programs provide me nto rship, workshops,
office space and networking opportunitiesto smallgroupsof
new entre prene urs. Throughout the program, start-ups workon
launc hing theirbusinesses, and on developing a robust
businessmodelto be ready forpresentationsto potential
investorsthatthey are introduced to atthe end of the
program. Two start-upsthatgraduated from PHY sincubation
program in 2013 have gone on to receive eary-stage
financing from intemationalinve stors. PHY hasplansto expand

@

itsprogramming to targetearly-stage entrepreneursamong a
range of sectors, atherthan focusing ontech sectorsthatare
the focusofYangon’sotherincubators.

Suletechisa collaboration between Ooredoo and
Phandeeyar,a new non-profit funded by OmidyarNe twork
and the Inte me ws Network. The Suletech space opened in late
2014 and offersco-working, events, and otherprograms for
techentrepreneurs. kdoesnotofferincubation programs.

Devlabs,a workspace and community fordevelopersand
entrepreneurs, providesaffordable workspace and regular
events fordigital entre pre ne urs. Fe w e ntre pre ne urs inte rviewe d
had taken advantage of Deviabs services.

Overthe nextyear, new players will likely enterthe incubation
space to addressthe demand forcurated servicesfor
entrepreneursin various industries (socialsector, tech, tourism,
etc.). MyanmarYoung Entre pre ne urs Association also
indicated they wilbe launc hing an incubatorin 2015.

Accelerators

In June 2013, Ooredoo Myanmarlaunched KHeabox,
Myanmarsfistacceleratorformobile tech busine sses. No
otheracceleratorsexist at the momentin Myanmar. Ideabox
focuseson accelerating start-upsthathave already passed
the Discovery phase,thatare in the Tormobile fields, and that
require office space,accessto funding, and can benefit from
privleged accessto Ooredoo’sinfrastructure. Ideabox tookin
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their first ound of start-upsin mid-2014. Out of 80 applic ants, 3
start-up teamswere selected to be inthe program. Selected
start-upsare offered $20,000 in funding in retum for20 percent
e quity.28

Box 7.1: Incubate, Invest, Accelerate: The Story of Binde z

Bindezhasbeen through a start-up joumey thatiscommon
around the word and incredibly uncommon in Yangon.
Bindez,a locallyled start-up thataimsto ‘beat Googl’ and
develop a Burmese-language search engine, had been in the
idea stage fora few years. n 2013, one ofits Foundersapplied
fora Project Hub Fellowship,a 6-month incubation program.
Afterparticipating in the program, the team developed a
prototype and wasable to secure a fist mund ofseed funding
from an Angellnvestorin China and registered theircompany
in Sngapore. n 2014, the company wenton to win a spotin
the deabox Accelerator, where they receive office space,
workshopsand funding in retum fora percentage ofequity.
The nextchallenge willbe to launch a userfriendly and
attractive productthat Burmese onlne users willsee as their
own home-grown Googl .The company haspotentialto be a
greatsuccessstory to inspire young entre prene urs in the future
and many aspiring Myanmarentrepreneurs are waiting to hear
what they do next.

28 At the time of writing, itisuncertain asto whetherldeaboxis c ontinuing its
operations.

@

Mentors

Entrepreneursbenefitgreatly by drawing on mentors—senior
business people and successfulentre preneurs —to help them
overcome managementchallenges, broaden theirnetwo rks,
and to provide motivation and guidance. In Yangon, there are
few organizationsthatare actively linking e ntre pre ne urs to
experienced mentors, although thisiscleardy a service valued
highly by entre prene urs. “Im very intere sted in the mentoring
process. Asa young entrepreneurlhave passion, butIneed to
leam more,” one restaurant founderstated in an interview.

Creating a practicaland worthwhile me ntorship program in
Yangonischalenging. Mostlocalbusinesspeople do not have
time to meetregulardy with entre preneurs; and few foreign
mentors know the Myanmarmarket well. Asone tech
entrepreneurstated, “High-level, strategic mentorsaren’t what
we need right now. We wantlocally established busine ss
people asMentors.”

Aside from mentors provided through incubators and
acceleratorslke Heabox and Project Hub Yangon, there isa
huge unmetdemand formentorship. Serge Pun Associates, a
leading conglomerate in Yangon, launched a mento rship
program targeted at young entrepreneursin November2013,
aspartofGlobalEntre pre ne urship Wee k, Myanmar, but the
program strugglesto recruit a diverse group of entre pre ne urs
(see Box 7.2).
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Box 7.2: SPA Start! links young entre pre ne urs with e xe c utive s

SPA Start! waslaunched in 2013 to match e xec utive s to
entrepreneurs and to provide young start-ups with advice on
busine ss planning, marketing, operationsand otherguidance.
The program hasselected seven Menteesand about fifteen
executivesare signed up to serve as Mentors.

SPA Start! aimsto develop a robust mentorculture, which is
diffic ult in Yangon where mentorship isa new concept. The
program also needsto manage entrepreneurexpectations, as
SPA Start! only offers Mentorship and doesnotprovide access
to seed funding, which many entrepreneurs are intere sted in.
Sinc e the program is housed within a large corporation, this
may also be a bamierto participants who may prefera more
neutralprogram. Iike many support servicesin Yangon, SPA
Start’srepresentative commented, “k seems like the c urre nt
menteesare people who have been recycling in various
entrepreneurship programs.” Eremainsa challenge to reach
outto a widercommunity of aspiring e ntre pre ne urs.

@

Associations and Netwo rks

There are eleven active networking groups and associations
targeting entrepreneursin Yangon (see also Annex 6 fora full
list of Associations). Such groupsprovide events, workshops
and networking opportunities forstart-ups.

Entre preneurs interviewed commented that many eventsare
ad-hoc and itis difficult to stay abreast with e vents and
opportunities. They highlighted a need fora central
information resource forstart-ups. Entre preneurs also want to
see more open associationsthatbring togethera varety of
ind ustrie s and entre prene urs with diverse backgrounds and
have regulardy scheduled events.

Professional Services (Iegal, Accounting, Thx)

Compared with otherstart-up ecosystems, there isa gap in the
provision of affordable and suitable legal accounting and tax
services forentre preneurs and start-ups. There are no firmsin
Yangon thatare providing unique packagesorprcesfor
entrepreneurs. “We’d love to see organizations help advise on
registration, provide mentorship, and to help navigate the
regulatory and legallandscape and advise on govemment
relations (visas and pemmits),” one entrepreneurstated.

One resource available to socialentrepreneursin Yangon is
Trustlaw, a program run by the Re ute rs Foundation. Trustla w
links socialentrepreneurs and NGOs with pro-bono lawyers,
including some based in Myanmar.
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Entre pre ne urship Training Programs

Entre pre ne urship training programs have grown rapidly over
the lasttwo years. While these services may inspire and better
equip the next generation of entre preneurs, they typically do
not fully meetthe immediate and practicalneedsof

entre preneurs moving through the start-up cycle, for example
intermsofproviding relevantlegaland taxadvice,
managementtips, recruitment tips, funding opportunities, and
platformsto network and meetinvestors. Rather, the training
programsavailable are mostly focused on building the
businessacumen of students and young entrepreneurs. A few
training programs, such asthose implemented by
Opportunitie s Now and HP life Centres, are examplesof
long-term, entrepreneurial programs that aim to support the
launch ofnew businesses. Alistofavailable training programs
canbe found in Annex 6.

Competitions

Competitions forentrepreneursinclude Code forChange
hac kathons, PS Busine ss SchoolSocial Enterprise Idea
Competition, and UMFCCIBusiness Plan Competition. In
general, competitionsare targeted atbringing participants
togetherinto teamsto develop new ideas, mobile appsor
businesses. Competitionsare a greatway to encourage
participantsto solve problemsand develop creative ideas, to
build c ommunitie s o f e ntre prene urs, and to expose young
entrepreneurs to new tools and skills.

@

However, the ability of such competitions to supportthe
launch ofviable new businessesislimited. One critique oflocal
competitionsisthat prizesare usually relatively small,
approximately $2,000 - $5,000, compared to busine ss
competitionsin the region. Forexample, the “Proofof
Concept’ competition in Vietnam istargeted atgreen and
innovative businesses and offers funding in the orderof
$48,000. These competitionsare too short to enable viable
businessesto be built, orto build the capacity of entre prene urs
overtime. Providing a longerterm programsallow
entrepreneurs to refine theirideasand skilsbefore competing.
One example ofa capacity building approach to busine ss
competitionsis Start Up Cup, a globalbrand of busine ss-
building workshopsending in a competition thathasbeen
successfulin otheremerging markets (see Box 7.3).

Eve nts

Regulareventsin Yangon thatbring togetherthe
entrepreneurial community fornetworking and exchanges
include Mobile Monday (a mobile developermeet-up), Net¢
Monday (a broaderintemet meet-up), Barcamp (a popular
annualtechnology industry meet-up), and eventsby MYEA
and My PC. Since 2012, Myanmarhasparticipated annually in
GlbalEntre preneurship Week (GEW), an intemationalweekof
eventsforentrepreneursthattakesplace each November. In
2014, GEW Myanmartookplace in 3 cities acrossthe country,
including Yangon, Mandalay and Thunggyi but much more
outreach needsto be done to rrach new communities across
the country.
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Most entrepreneurscommented thatthey appreciate such
networking opportunities, but they are also looking formore
content-driven eventsthatcan provide them with busine ss
tips, toolsand resources. Also, there isnota centralized source
ofinformation on events forentre pre ne urs.

Box 7.3: Start Up Cup Philippines launched by Young
Entre pre ne urs Soc ie ty

The Young Entre pre ne urs Society Philippine s (YES) isan
organization of young entre preneurs who are passionate
aboutbusinessand professionalgrowth. YESwasestablished to
promote and develop aspiring and suc c e ssful e ntre pre ne urs.

YEShas suc cessfully launched severalprogramsby securing
partnerships with globalprograms, such asGlbal

Entre pre ne urship Week, StartUp Cup, Cre ative Busine ss Cup,
and others. By establishing partnerships with already suc c e ssful
entrepreneurdevelopment programs, YESisable to avoid
spending resourceson developing new c ontent fortraining
and c ompe titio ns.

YES Philippinesispart of the YES lnte mationalnetwork, which is
the mostactive organization supporting entrepreneursaged
50 and below in the Asia-Pac Region. YESalso hasnetworksin
Singapore, Malaysia, Vietnam, hdonesia and Thailand.

@

Asse ssments

1. Entrepreneurs are struggling with high operating
costs and we ak infra struc ture

Entre preneurscommented that setting up theirbusine sse s in
Yangon hasbeen more expensive than they anticipated,
especially given the high pric es forrent, tele c o mmunic a tions,
and generators. Furthemmore, intemet and elec tric ity
connec tions frequently disconnect. While madsand water
unre liability were also mentioned, most small start-ups
interviewed considered accessto quality ntemetand
affordable rent asthe factorsthat mostlikely to keep

entre prene urs from starting a business in the first place.

2. Entrepreneursdemand more servicesand a wider
range ofactivitie s

There were two prevailing opinions from entrepreneursabout
the support system around theirbusine sses: some were ac tive
in the community, but unsatisfied orunaware ofthe events,
trainings and otherservice offeringsavailable in Yangon.

Entre pre ne urs fre que ntly highlighted an inte re st in me nto rship,
professionalservices, networking (forbusinessdevelopment
and investment expertise), and financing oppo rtunities.
Supportorganizationsinterviewed expressed a need for
greatercollaboration among each otherand transparency in
planning supportservicesso asto avoid duplic ating e ffo rts.
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3. The ecosystem lacksaffordable professional
advisory services

Currently, there are no advisory servicesthatofferspecial
packagesforentre preneurs orstart-up busine sses.

Entre preneurs are uncertain how to navigate the regulatory
envimnment, registration process, taxissues, contrac ting and
laborlaws, and otherissues, and they need affordable
professionalservicesthat meettheirspecialized needs. PWC,
KMPG , Rajah Tann Ilegaland otherforeign firms have
established officesin Yangon, butdo notcurmently provide
specialized ordiscounted servicesto start-ups. n other
markets, some fimsand associationsprovide standard legal
templatesforstart-upsto draw on forfree, orprovide services
in retum fora percentage ofequity in the busine ss.

4. Alarge componentofthe supportecosystem is
devoted to tech start-ups

The tech entre pre ne urship ecosystem isthe mostdeveloped of
the start-up c ommunity, whic h is not surprising given the
interest and inve stmentin mobile platforms since the opening
ofthe ICTmarket. Aswell, by theirnature, launching a tech
businesscan be lucrative without being capitalinte nsive.
Media coverage about entre preneurship in Myanmaralso
tendsto focuson tech entre preneurship.?®° Severalnew support

29 See: NPR“Can thisman bring Silicon Valley to Yangon?” (2013), ech
Crunch “How one Entre preneuris Building the Future in Myanmay’ (2014),
Tech in Asia “Burmese devagency NEX tums to produc ts” (2014).

@

organizationsfocused on tech businesses and innovation have
launched recently, such asDevSpace, Barcamp, and
Sule B ch.

Training, e vents, financing and othersupportservices are
missing forothertypesofbusinesses, such asfledglng retail,
F&Borservice companies.

5. Start upswantto see more active and diverse
asso ciations

Entrepreneursin Yangon expressed an interestin developing
more active and diverse associationsthatprovide information,
workshops, advisory, and mentorship servicesformembersin a
structured and accessible way. Entre pre ne urship Asso ciations
in Yangon wilneed to be wellresourced and wellgovemed to
respond to the growing demands from the next generation of
entre prene urs in the city. With limited re sources, associations
may considerbringing in inte ma tional e ntre p re ne urship
programs, such asStart Up Cup and othercompetitions, which
could reduce the time and costofcontentdevelopment.
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Recommendations
Forgovemmentorothers

Forgovemment

Following on from the liberalization of the
telecommunic ations market, continue to seek
improvements to critic al infra struc ture, such as
electrcity generation and supply,asan important need
of start-ups and smallbusine sses.

Encourage greaterprovision of affordable legal, tax,
and professionaladvisory services to start-ups and
entrepreneurs. Thiscan be done by inc entivizing private
firms to establish specialservice offerings forstart-ups, or
by developing legaland taxtemplates forstart-upsto
accessatthe SMECentre. The SMECentre may also
serve asa first-stop resource forentrepreneursto leam
about professionalservice firms serving start-ups.

The SME Ce ntre should aim to support both localand
intemationalentre preneurs with up-to-date information
onsupportservicesavailable in Yangon, such as
through a much improved website, and through
practicalinformation and training e ve nts.

Prio ritize mentorship and training programs targeting
entrepreneurs and new business owners. Appro priate
partnersforsuch programsmay include local

asso ciations, inte ma tional o rg aniza tio ns o r unive rsitie s.

Encourage programsthat provide supportto non-tech
entrepreneursin Yangon to ensure entre prene urs in the
middle ofthe spectrum (between micr-enterprise and
innovative enterprises) are supported.

Forassociations

Associations should develop partnerships with
intemationalentre preneurtraining programs to
contextualize and delivertheirwell-established and
successfulpogramsand methodologiesin Myanmar.
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Chapter8
Ma rke ts

New companies, partic ulady those with new products, need to
be located where there ispoolofreachable customersthat
cansupportuptake of new market solutions. Atallstagesof
the start-up life cycle, there isa need fora large and attrac tive
market, one thatcanbe reached through media orotherwise
exhibitsan open exchange ofinformation, and whichisopen
to new competition —ie., notrestricted by govemment
regulations and monopolstic frim behavior. n growth stages,
easyaccessto foreign marketsisalso needed. In this sec tion,
we lookatwhatentrepreneursare saying about the
availability of these market needsin Yangon and the bamiers
to attaining the se markets.

Stage 1: Discovery
Openmarketsforideas, and consumers
who readily take up new products.
I ' I Stages 2 & 3: Validation & Effic ie ncy

V| Fairaccessto distrbution networks, large

i’ !‘ customers (multinationalcorporations and
i govemment), and early adopters.

Stage 4: Sc ale

Faircompe tition, anti-mo no p o listic
regulatory environment, and easy access
to foreign marke ts

Image 8.1: Summary of market needs by start-up ecosystem stage.

Different dimensions ofthe Market domain ofthe ecosystem
foranalysisare asfollows:

e Eady Adopters

¢ Distrib ution Ne two rks

¢ Onlne marketplace

e Sizeable domestic and intemationalmarkets
¢ Multinationalcorporations

e GovemmentTenders
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Market Opportunities for MyanmarStart Ups

Myanmarisoften lauded asthe ‘last frontier, which alludes to
substantialmarket potentialthat hasthusfarbeen untapped.
The lure of providing services and productsto 53.7 million
people and the advantagesofbeing a first-moverin the
marketeasily peaksinterests; however, accessing thismarket
still pro ve s diffic ult due to we ak infra struc ture and distrib ution
networks,a lackofconsumereducation,and a small‘eary
adopter market. Further, the “consumerclass” in Myanmar-—
those with enough income fordiscretionary spending —isjust a
fraction ofthe totalpopulation, estimated at 2.5 mililon or4
percentotthe totalpopulation.3

Market AccessforMyanmarStart-Ups: What's
here

Entre pre ne urs interviewe d often highlighted the considerable
potentialofthe domestic market, but few are targeting
marketsoutside of Yangon. Yangon servesasa testing ground
formany new productsand services, due to itsrelatively large
consumerclassand more stable infra struc ture.

30 Mc Kinsey Global Institute (June 2013), “Myanmars Mome nt: Uniq ue
opporntunities, Majorc halle nges”, avaiable at:
www.mc kinsey.com [insig hts/asia-pac ific /myanmars_mome nt

Box 8.1: The MyanmarMarketin Numbers

Asthe ‘last frontier, Myanmarrepresentsconsiderable market
potentialin the long-term asthe consumerclass grows, butin
the short-term smallfims wilbe competing fora share ofa
smallerconsumerclass and wil find it diffic ult and c o stly to
accessrural markets.

53.7 million people

87 percentofpopulation living in ruralareas

2.5 million people in the consumerclassin 2013

19 million pote ntialconsumerclassby 203031

1.2 percent ntemet penetration in 2013

13 percentmobile penetration in 2013, up from 7 percentin
2012 and 2 percentin 201132

31bid.
32Word Bank Data (2014), RuralPopulation ( percentoftotalpopulation),
avaiable at: http://data.worddbank.org/indic ator’ SP.RUR.TOTLZS.
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Rural Ma rke ts

Ruralmarkets, which represent approximately 66 percentof
the population, are still diffic ult forstart-upsto provide services
to.33 Reaching these remote marketsiscostly, astransport and
IC Tinfra struc ture to ruralareasispoor, and distrib ution
networks are stillunderdeveloped and overregulated. Witho ut
Intermetand mobile penetration in ruralareas, marke ting
effortsare focused on TV and newspaperads, whichcanbe
expensive forstart-ups and often ineffective. Consumerbuying
powerin ruralareasisstilllow and pric e sensitive, re sulting in
low margins and sloweruptake ofnew products, especially
given issue s with distrb ution. As suc h, few start-ups are seeking
to innovate new products and services forrural markets,
despite large market gaps.

Eardy adopters

Eardy-adopters—consumers who more readily take up and try
new productsorservices—are vitalto supporting new busine ss
growth. Most entre preneurs interviewed sugge sted diffic ulty in
informing the widerYangon market about theirnew products
and service offerings. Although start-upsin Yangon are
increasingly attempting to reach these consumersby mobile
and Intemetapplic ations, most marketing is stilldone through
TV and print media, and localbusinessesare increasingly

33 Word Bank Data (2014), RuralPopulation (% oftotalpopulation), avaiable
at: http://data.wordbank.org/indic a to ¥ SP.RUR.TO TLZS.

realizing the value in marketing and advertising ascompetition
increases. “In the past,localbrandsdidn’t spend on marketing
atall But now, with intemationalbrandscoming in, they are
being forced to. They can’tsleep anymore,” said Ms. Aye Hnin
Swe, Founderofone of Yangon’sleading ad agencies Mango
Marke ting, in an inte rvie w.34

Multinationalcompanies, donors and the
Govemment

The GoM and multinationalcompaniesare two other
consumersthatentrepreneurscan target. Multinational
companieshave broughtin high-quality goodsand services to
the market, making localfimsworkharderto win consume1s.
At the same time multinationalsare huge consumer
themselvesoflocalized services, such asweb-design, PRand
distrbution. Entre preneurs are capitalizing on this by o ffering
multinationalcompaniestheirexpertise on how to suc c e ssfully
apprmachand operate in the Myanmarmarket. Overtime the
GoMcanalso become a target market forlocalstart-upsif
more effortsare made to open public procurementto greater
market competition. Most new businesses are stillnot sure how
to appmach the govemmentasa consumerand how to win
govemment tenders. Thisis where training programs, such as
those provided by inte mational NGO Buiding Markets,canbe
effective (see Box 8.2).

34 Inte rview with Aye Hnin Swe and Iynn Iynn Tin Htun (2014), “The dos and
don’tsofmarketing mn Myanmar’, www.mumbrella.asia.
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Box 8.2 Building Markets in Myanmar

In response to the lackofinformation on govemment and
donortendersand the need fornew businessesto develop
stong procurement and contracting practices, Building
Marke ts, an intemational NGO with ac tivitie s in Afghanistan,
Iiberia and othercountres, launched Sustainable
Marketplace hitiative Myanmar(SMEMyanmar) inlate 2012.

SMIEMyanmarprovidesa range of servicesaimed atreducing
bamiersto localprocurementand developing linkages
betweenlocalbusinesses and intemationaland dome stic

o ppo rtunitie s.

Aspartofthese services, SMIMyanmaroperates an onlne
tenderdirectory, Myanmar-opportunities.org, which
disseminates mostly govemmenttenders, but also those locally
relevanttenders from the developmentsector(such asthe
Unite d Na tio ns).

Since 2012, Building Marke ts’ services have helped Myanmar
busine sses win 139 contracts worth over$11 million. The

initia tive has also trained over400 busine sse s in inte mational
contractualstandards and procure ment re quire me nts.3?

35 Source: buildingmarke ts.orng Jour-inpact/myanmar

Domestic & Intemational Markets

Mo st entre prene urs interviewed were focusing on the
domestic market, which wasseen asa logicalfirst step where
they would have competitive advantagesbefore addressing
export-oriented opportunities. Many entre preneurs are also
intrinsic ally motivated to provide quality products and services
to Myanmarpeople who haven’t previously had accessto
such market solutions. A few entrepreneurs mentioned an
interest in engaging with inte mationalmarkets through export
opportunities, but were wary of navigating the lic ensing
processand any remaining sanctions, delaysin lo gistics and
shipping due to ine fficie nt c usto ms infra struc ture and systems,
communic ation issues when reaching out to partners, and
competing with regionalmarketleaders.

Online marketplace

The online marketplace, a relatively accessible marketplace in
mostcountries, emainsunderdeveloped in Myanmardue to
the lackofIntemet-enabled telecommunic atio ns syste ms,
online payment systems, and otherfacilitating servicessuch as
banking and credit card systems. Thisis quickly changing,
however, with the awarding of telec o mmunic a tio ns lic e nse s to
Telenorand Ooredoo,and the growth of theirnetworks and
competition in the market. There are now entre pre ne urs who
are directly filling the space ofonline marketplaces,
specifically forMyanmar, through businessmodelsthat have
been successfulelsewhere.
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Martket Ihnformation

Finally, like otheraspectsofthe ecosystem, nformation sources
onmarketsizes,appmachesand opportunitiesare scarce.
Entrepreneursexpressed interest in having a centrallocation or
portalwhere theycanaccessdata onthe Myanmarmarket
and link up with reliable and affordable marketing, advertising
and distrbution agencies.

Box 8.3 Attracting consumers in Myanmar

Many smallbusinessesin Yangon are reac hing customers
through traditional marketing mec hanisms. Television ads
dominate the advertising market in Myanmar, with joumals,
newspapers, magazines, and outdoorsigns following in
popularty, respectively. Digitaladvertising and marke ting,
which ismore affordable forentre preneurs, is just emerging in
Myanmardue to low Intemetand mobile penetration.

“Advertising, at thisstage in our[country’s] development,
should be kept simple,” rcommended Ms. Iynn Iynn Tin Htun,
FounderofMango Marketing mn Yangon in an interview. For
example,abstractslogans,suchasCoca-Cola’sOpen
Happinesscampaign, did nottake offin Myanmar. Instead,
Coke pivoted and focused on taste and refreshment, said Ms.
Tin Htun.

With the influx of intermmationalcompanies, competition has
intensified, and localfims are beginning to realize the benefit

ofa strongermarketing and PRstrategy and to allocate a
substantialbudget forthis.

Among the challengesforthe marke ting industry in Myanmaris
the lackofdata on media and publishing. Media monitoring is
stilin its nascent stagesand relevantdata isstillhard to come
by.

Entre preneurs in Myanmaruse mutli-fac eted marke ting
strategies, combining traditionaland online marke ting in the
eary stagesoftheirbusinessto understand what works best.
Outside ofnewspaperads, othertraditionalads, such as
outdoorbilboardsorTV ads,can be expensive forstart-ups.
New businessesare often seen posting large vinyl
advertisements, which are inexpensive to print, along the
streetsand buidingsto attract customers. Yangon start-ups are
also priortizing online marketing through socialmedia and
website s, setting them apart from established, olderlocalfirms
thatoften do nothave a website. In the future, asmore ofthe
population comesonlne, social marke ting te ¢ hnique s will like ly
become even more rewarding for start-ups.36

36 Source: Interview with Aye Hnin Swe and Iynn Iynn Tin Htun (2014), “The dosand don’ts of marke ting in

Myanmar’, www.mumbrella.asia.
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Asse ssments

1. Selling mnovative new productsis difficult because
ofalackofconsumereducation

Start-ups with new productsin Myanmarsmarket are finding it
diffic ult to find a sizeable early adoptermarketin most product
segments. The bulkof Myanmarconsumershave notbeen
exposed to many productsthatare regulardy found overseas,
and it remains a difficult and costly marketto communic ate
and deliverto.

One example isRebbiz,a localstart-up operating online
classified websitesforcars, jobsand houses. Eardy on, Rebbiz
struggled to explain how classified websites worked, stating “it
wasreally hard to justget5 carslisted.” They had to educate
both the buyers and the sellers about the value ofthe website
and needed to offertheirservice forfree at firstin orderto
gain eady traction. Eventually they reached outto Myanmar
nationalsabrad who knew about classifieds website s, and
latergotmore people to adoptthrough theirne two rks.

Mo st entre preneurs inte rviewed mentioned that Myanmar
people avoid risk, and thisisrelatesto how consumersbehave.
One entrepreneurmentioned that “there isa lotofmob
mentality whic h stems from the weakeducation system...
there isno powerto make ourown decisions.”

Myanmarconsumersare also lesslikely to buy intangible
goods, such asonline servicesorapps. Asone foundersaid,
“most people don’t know whatappsare and how to use apps
yet.” Also, customersare notready forgoods with lesstangible
value propositions, which was evident in luxury produc ts such
asart and designerfashion.

Se tting pricesfornew productsis also diffic ult formany stat-
upsin the validation and efficiency stages. The majority of
Myanmarconsumersare highly price sensitive, and don’tyet
value quality asmuch asin othermarkets. There isa gulf
between the rich market se gments with a high willingne ss to
pay and the bulk ofthe Myanmarmarket with lower
discretionary incomes. Although there isa temptation to make
thingsaffordable forthe Myanmarmarket, many start-ups
tend to tailorto the smallerwealthy segments while capacity
to supplyislow in the eardy daysofthe company.

2.Govemmentisrarely a customer, but big
comporatescan fill thisrle

Only one entrepreneurinterviewed mentioned govemment
contractsasa feasible market, and given the opaque nature
ofgovemment procurementin Myanmar, itisnot likely that
start-upsare able to benefit from public procurementasa
marketto help reachscale.

New large multinationalcompanies entering the market,

however, were mentioned asa viable anchorclient for
start-ups. When Oway was starting up, high-volume service
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contracts with two newly amved multinationalcompanies,
Ooredoo and Coca Cola,were importantin gaining eary
revenues.’” When Blink Agency began operating, they looked
primarily to foreign multinationalsasa market that understood
theirservice —public relationsand media —and who could sign
onforlong-term retainers, and were willing to pay a higher
price.?® One Yangon-based investordescrnbed the company
demographic in Myanmarto be “like a dumbbell”’, in that
there are a otofbig companiesand a otofsmallcompanies
and notthat many in the middle, whic h hig hlig hts the
importance ofthese largercompaniesasleading markets for
small start-ups.

3. New businessesand eme1ging entrepreneurs are
finding it diffic ult to penetrate some dome stic
marke ts orind ustrie s

Entrepreneursneed to be able to testoutnew productsand
new marketsin a cost-effective way. Bamiers to dome stic
marketsremain an issue fornew busine sse s. Entre pre ne urs
mentioned some industries are more diffic ult to tap into than
othersdue to the numberand strength of established and
dominant firms. In some cases anti-competitive busine ss
practices—eitherthrough influencing regulation, orthrough
industry oligopolistic behavior—were cited as preventing
entrepreneurs from entering a market, orforcing them to
reconsidertheirventure entirely.

370way.com isa Myanmarbased online travelservice.
38 Blink Agency isa Yangon-based Public Relations start-up.

A healthy start-up ecosystem should allow forcompetitive and
relatively open industry accessforlocalstart-ups. Regulatory
processes should be transparentand applied equally among
firms. This se nse o f te mito ria lism in ind ustrie s and marke ts is
detrimentalto a dynamic, growth-oriented start-up ecosystem
asit limits the competitive market opportunities fornew entres.

Box 8.4: Sprinkles Myanmaraims to adaptto the Myanmar
market

Sprinkle s Myanmarisan example of a start-up businessmodel
taflored to Myanmarmarket circ umstances, particulady in rural
areas. A formersalesman of high-end champagne, the CEO
hasidentified a widespread marketneed, found a suitable
imported product to satisfy the need, and hasdeveloped a
mode ofdelivery thatovercomesthe challengesin reaching
the ruralmarket.

The product, nutritional supplements formalnourished chidren,
re quire s distrib ution to ruralareas, and educating an
uninformed consumerabout whatitis, how it works, and why
they should pay forit. Sprinkle s, the re fore , use s e xisting
networks of hospitalsand schoolsto serve aspointsfor
distrbution and promotion. The CEO regulady travelsto schools
to educate parentsabout childhood nutrition through
workshops. In thisway, Sprinkle sopenssalesopportunitiesin a
poody informed, risk averse, and price sensitive market.
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Recommendations

Forgovemment

¢ Ensure thatthere are antimonopoly, and
pro-competition lawsin place to ensure a fairplaying
field forsmallbusine sses and start-ups.

¢ Ensure smallbusinessesare a part ofthe advisory
structuresand feedbackprocessesthat shape industry
and widerbusine ss re gula tion.

Forgovemmentorothers

Encourage entrepreneursto apprmach curently

underserved ruralmarkets, through inc entive programs,

innovation competitions ortax inc enntive s.

73






Chapter9

i



Chapter9
Po lic y

This se c tion will highlight what Yangon entrepreneurs are
saying aboutthe policy envinnment fortheirbusiness, what
organizationsare involved in thisenvimnment, and benchmark
casesin otherecosystems.

Govemmentsalwaysplay key rolesin the start-up joumey and
in the start-up ecosystem. ILaws, institutions, and re gulations
can positively ornegatively effect start-upsacrssallstagesof
the start-up life cycle,and can also affectotherpilarsofthe
start-up ecosystem. Foremo st forstart-ups, the legalization of

———

theirbusiness providesvalue by: enabling the sale ortransferof
companies from foundersto others; allowing shareholders to
poolresourcesand join forcesin a cleardy understood

struc ture ; facilitating the provision of certain public and private
services; protecting eardly employeesundercompany-spec ific
laws; and limiting the Lhability of company owners.?? Regulatory
authortie s and institutions around the world seek to make
starting a businesseasierby reducing the numberofprocesses,
making them simplerand faster, and reducing start-up capital
require me nts to facilitate the growth ofnew businesses, job

creation and increased mve stme nt.

Myanmars ranking in the
ease ofstarting a busine ss,
according to the 2014 World
Bank Doing Busine ss Survey.
Myanmarranked last
among countries surveyed.

Atallstagesofthe start-up life
cycle, the key role ofthe
govemmentis to simplify busine ss
registration processes and to
facilitate private sectorgrowth
through clearand efficient
regulations. Following 10 yearsof
conducting the Doing Busine ss
Survey, the Word Bank’s 2013
report summarized the effects
basic policy reformscan have on
a country’s busine ss environme nt

(see Box9.1).

39 Wold Bank. 2013. Do ing Busine ss 2014: Unde rstanding Re gulations for Small
and Me dium-Size Ente rprises. Washington, DC: World Bank Group.

76



Box 9.1 Developing a policy environmentthat promotes
economic growth

A simplified ookathow policiesand regulationscan impact
new businesscreation and economic growth are summarize d
in the table below. Most relevant to promote start-upsand
entre pre ne urship is simplifying the busine ss re gistra tion
process, which entrepreneursin Myanmarare finding
cumbersome, expensive and unclear.4°

Ieads to:
Economic growth

Policy objectives:
SMART:rb usine ss

re g ula tio n*!

Simple r b usine ss re gistra tion Greaterentre prene urship and
firm pro duc tivity
Improvesformalemployment
o p po rtunitie s

Reduced costofregistration

The importance of policy in the start-up
ecosystem

The policy envimnmentisan importantbackbone to any start-
up ecosystem. Enotonly hasthe potentialto facilitate and
promote entre preneurship through regulatory policies, but also
to strengthen otherdomainsofthe ecosystem, such as
finance, human capital, and support systems.

40 World Bank. 2013. Doing Busine ss 2013: Smarnter Regulations for Smalland
Me dium-Size Ente rprises. Washington, DC: World Bank Group.
41 Formore detailson SMARTb usine ss re gulations, see Box 9.5.

———

In addition to setting clearand simplified re gulations,
govemmentscan also help by considering start-up
stakeholdersneedsin policiesthataffectthe widerbusiness
envimnment. Forexample, municipalorregionallevel
policymakerscan considerthe clustering and flow of start-ups
and theircommon support systems when planning ec onomic
zones and zoning laws. Govemmentcan also play an
importantrole in fostering linkagesbetween aneducation
system that values and fosters e ntre pre ne urship with spe c ific
programsdesigned to develop entre preneurial skills and
research institute s that help the commercialization of new
ideas.

Acrossthe start-up life cycle, start-upsare looking forpolicies
and lawsthat: supporttheirmarket growth; protect their
contracts, intellectual property, and rights to fairc o mp e titio n;
and reduce the costofarbitration and bankruptcy. More
often than not, though, govemmentsregulate with larger
businessesin mind, and such regulationscanbe
insurmountable forsmallorwould-be start-ups. For
govemmentsthatrecognize the value of start-ups and their
promotion, they often choose to simplify the processand
reduce the costofstarting a business, and sometime s also
offerfinancialinc entives and subsidized supportservices for
smaller fiims and start-ups.
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The policy and institutionalenvironment for
Start-Upsin Myanmar

The primary policies and stitutions relating to start-upsin
Myanmarare summarized in Annex 7.42 Start-ups fallunderthe
category of SMEs and therefore are guided by the Private

Ind ustry Enterprise Iaw (2011), which defines SMEs as perthe
table below.

Medium
Over5 HP 25 -50 HP
Over10 50 — 100
Up to 1 1-5

Up to 25 25-5

Categories Small
Powerused (Horsepower)

Numberof wo rkers
Capitalinve stme nt (millio n kya ts)
Annualproduc tion (millio n kya ts)

Table 9.1: De finitions of SMEs in the Private Industry Ente iprise Law
(2011).

In April 2015, the Smalland Me dium Enterprise law was
promulgated, which addsto the legislation conceming how
the govermment interacts with SMEs. The new law also defines
SMEsin a complex framework, asshown in Table 9.2 (right).

42'Ihisnepor‘cfocuseson the areasofthe start-up envimnment that
entrepreneurscommented on asproblematic; fora comprehensive review
ofbusinessregulatory envimnnment for SMEs see also Bissinger(2014) and
Word Bank (Doing Busine ss Survey, 2014).

———

1. Manufac turing Industry 1
NumberofEmployees <50 51-300
Capitalinve stme nt (millio n kya ts*3) <500 501 — 1000
2. Iaborintensive / Contract

Manufa c turing

NumberofEmployees <300 301-600
Capitalinve stme nt (millio n kya ts) <500 501 — 1000
3. Wholesale business

Numberofemployees <30 31 -60
Annual tumo ve r (millio n kya ts) <100 101 — 300
4. Re tail busine ss

Numberofemployees <30 31 -60
Annual tumo ve r (millio n kya ts) <50 51 -100

5. Service business

Numberofemployees <30 31 -100
Annual tumo ve r (millio n kya ts) <100 101 — 200
6. Otherbusinesses

Numberofemployees <30 31 -60
Annual tumo ve r (millio n kya ts) <50 51 -100

Table 9.2: De finitions of SMEs in the SME Law (2015)

43 At the time ofwriting 1 USD was equivalent to 1024 kyats.
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The 2015 SMElaw setsa wide scope of potentialac tivities for
five govemmentbodies: a Central Committee, a Working
Committee, an Evaluation and Reporting Body, an Agency
(with Agency Branch Offices); and a Fund Management Body.

The Central Committee, headed by the Union President,
providesoversight and leadership to the SMEpromotion
activities of the otherbodies, and partic ulary to link the se

ac tivitie s with the govemment's widereconomic development
strategies, such asruraldevelopment, attracting foreign

inve stment, and industrial mo d e miza tio n.

The Working Committee, headed by a Vice President, is tasked
broadly to promote the interests of SMEs. Thisincludesexport
promotion, capacity building, technology transfer, inve stme nt
promotion, facilitating microfinance, and busine ss ad viso ry
se1vic e s.

The Evaluation and Reporting Body, chaired by a Central
Committee appointee,ismandated to ensure that the
outcomesofSMEdevelopment activities are monitored and
evaluated against the needsof SMEsin Myanmarand the
aimssetoutby the Central Committee.

The Agency (and Agency Branch Offices), which ischaired by
a Central Committee appointee ata Deputy Ministerlevel, is
the implementing body of SMEpolicy. The law o utline s spe c ific
tasks, such aslegalawareness, training, c oordination within
govemment and with inte mational o rg anisa tio ns, fa c ilita ting
busine ss netwo rks, dispute settlement, legalconsulting, and
data collection. The SMElaw also givesthe Agency a role in

———

busine ss re gistration, which potentially offers a new
administrative avenue to businessregistration, and a “one-stop
service” in Branc h Offic e s bring s this func tion to the regional
level

The Fund Management Body, chaired by a Central
Committee appointee, istasked to manage a fund that
provideslow-interest loans and SMEsupport ac tivitie s, but also
coordinating inve stment opportunities forlocaland foreign
mve stors nto Myanmar SMEs, and negotiating credit
guarantees for SMElo ans. hputs into the fund come from the
State’s support funds, grants from localand intemational
financialinstitutio ns, donations, and service fees. The Fund
Management Bodyisoverseen by the Working Committee in
consultation, and is to ¢ onsult with the Ministry of Finance and
the Central Bank

Othersectionsin the law outline the rights and re sponsibilitie s
of entre preneurs, and furtherdetailofthe Agency’ srole in
imformation management, produc tivity improvements, export
promotion, taxrelief, support services, and busine ss

re gistra tion.
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Asse ssments

1. The businessregistration processiscomplex and
costly forstart ups

Myanmarranked last among 189 countriesin terms of the ease
of starting a business, according to the Word Bank's 2014
Doing Busine ss Survey. This sentiment wasechoed by

entre preneurs interviewed, who highlighted diffe re nt
registration options, costs and timelines forre giste ring their

b usine ss.

In Myanmar, businessregistration processesare complex.
Iocalbusinesses may register with theirmunicipaloffice, which
canbe quite quick, orthey may need to re gister with the
Department of hvestment and Company Ad ministra tion
(DICA) in the Ministry of National Planning and Economic
Development, which ismore costly. Start-up foundersare
uncertain aboutthe costsand benefitsassociated with each
option. The Doing Busine ss Survey identified eleven procedures
forregistering a businessin Myanmar, more than triple thatof
Malaysia and Singapore, each with just three procedures.4

Adding to the complexity, the cost of registration is high for
start-upsrelative to income percapita mn Myanmar.
Entre preneurs interviewed quoted differentcostsoflocal

44 Word Bank. 2013. Doing Busine ss 2014: Understanding Regulations for Small
and Medium-Size Ente rprise s. Washington, DC: Word Bank Group.

———

company registration, mnging from $300 to $1500 for
administrative feesand $200 to $5,000 forlegalfees.
Compared to elsewhere in the region, minimum paid capitalin
Myanmarismuch higherthan average and the costof

re gistra tion is higher.

2. Entrepreneurs want predictability in policy and its
implementation, especially with regard to taxes,
lic ensing and re gistration

Myanmarentrepreneurs’ experience and engagement with
govemmentagenciesand regulationsisincredibly varied,
adding uncertainty to an already uncertain and challenging
start-up environme nt.

Be ginning with the registration process, where entre prene urs
quoted different costsand processing times, to lic ensing
regulations, import and export proceduresand tax
procedures, entrepreneursdescribed differentexperiences
depending on theirability and wilingnessto tap on personal
contactsand to payfeesor‘tea money’.

Aswith otheraspectsofthe ecosystem, the lackofinformation
readily available forentrepreneursleadsto uncertainty about
properproceduresand whatto expectfrom govemment. For
example, although Myanmartaxcodesare publicly available,
the hte malReve nue Depanment (IRD) doesnothave a
mechanism forupdating businessesifcodeschange .4

45 Bissinger, J., and Maung Maung,L (2014), Subnational Gove mments and
Busine ssin Myanmar, The Asia Foundation, 5.
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Centralplatforms providing updates, eminders and regulatory
information to businesses are integralparts of start-up
ecosystems (see Box 9.5).

3. The SMElaw doesnot simplify the regulatory
envimnment forstart-ups, butit doesshow greater
willing ne ss to support them

The SMElaw isan expansion ofthe govermment'sregulation on
SMEs, inc luding start-ups. The SMElaw indic ates the inte nt to
make the new SMEAgency a businessregistrar, butit doesn’t
suggestthatit would be the only registration body, that
existing registration bodies would be superseded, orthat the
registration processwould be streamlined.“ Rather, it hints at
an additionalreporting requirement of changing the busine ss
status afterthree yearsorif the businessgoesbeyond the
definitions of an SME The definition ofan SMEhasbecome
more complex since the Private Industry Enterprise Iaw (2011).
The addition ofcatch-allstate ments when defining the scope
ofthe newly formed bodies furthersuggesta expansive view
to regulating SMEs. The lackofdetaillon the purpose or
activities of the “one-stop service system” orin tax holidays
and supporteluded to in clauses 27 and 28, furthersugge sts
that the priornty is getting companiesregistered and compliant
with govemment policy.

The inclusion of “suitable representatives and ec onomists,
intellectuals, [and] experts from the busine ss a sso ¢ ia tio ns”
potentially o ffers anotheropportunity forseniorbusine ss
leadersto expresstheirvested interestsin policymaking. The

46 See clause 14:N, and clauses 29 to 31.

———

law also includes a section on Busine ss Asso ciations, which
hints at theirimportance butdoesn’toffersufficient detailson
theirrole orhow theirinte re sts willinfluence policymaking.

However, the draftlaw doesindicate the govemment’s
intention to promote entre preneurship, inno vation, training
and financing mechanisms, allof which could support
start-ups, and statesthe need to establish “necessarylegal
and administrative framework forenabling SMEs to flourish by
reducing bamiers forbusinesses”. The law recognizesthe need
to increase productivity and competitive ne ss o f SMEs,
particulardy through improved technology and inno va tio n.4?

Struc turally, the 2015 SMElaw suggeststhat SMEdevelopment
isa high priorty. The President’s chairmanship of the Central
Committee demonstrates high-levelsupport, asdoesthe Vice
President’s chaiimanship ofthe Working Committee. The

inc lusion ofregional Chief Ministe rs in the Working Co mmitte e
showsintentofimplementation in regionalareas. Also, the
formation of an Evaluation and Reporting body, along with
referencesto reporting obligationsofthe otherbodies
throughout the law, indicates a wilingne ssto make the newly
formed bodiesaccountable.

47 Entre pre ne urship is defined in the SMElaw by “mnovation of marketable
and more usefultechnology, products, manufacturing, and services”.
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4. Intellectualproperty law isoutdated and in some
c ase s non-e xiste nt

IPlawsfacilitate investment and innovation by protec ting
designsfrom competitors, generating revenue from IPsales,
and helping to secure retum on inve stme nt in R&D. Start-ups
continue to develop new servicesand productsin Yangon,
butare increasingly concemed aboutthe lack ofIP rights.

Intellectualproperty law in Myanmaris still in its nasc ent stages:

there ispresently no law on patents and industrialdesigns, for
example.*® Further, copyrights from othercountriesare not
recognized in Myanmarand foreign copyrightscannotbe
registered in the country. New IPlaws, conceming trademarks,
patentsand copyrights, are currently being drafted by the
Ministry of Science and Technology, with some support from
the Office of Attomey Geneml and intemationalexperts.

5. lacking institutionsand an absence of pro-active
initia tive s

The SME Ce ntre ,launched in 2012 under Ministry of Ind ustry,
provides workshops, draftslegislature, and provides basic
information to SMEsregarding bankloansand legalupdates.

48 Myanmaris a signatory to the Word Trade Organization’s TRIPS
agreement, buthasnotyetimplemented allprovisionsrelating to IPR.Asa
Ieast Developed Country, the deadline forMyanmarto imple ment the TRIPS
Agreement hasbeen shifted to 2021.

———

One expertinterviewed questioned theirimpactor
effectiveness, saying thatthey “need to really figure out what
people need fistbefore implementing policy to be more
effective, have more impact, and to not waste resources”.

The SMECentre claimsto offeradvice and information about
key processes, particulady around loans. Mo st e ntre pre ne urs
interviewed, however, had notinteracted with the SME Ce ntre
and were unaware oftheirservices. The SME Ce ntre’s ac tivitie s
were also perceived asbeing only forindustrial companies,
and notfortrading and services.

GLIZis supporting the SME Ce ntre through advisory and
consulting servicesto help develop its strategy and services.
GIUissupporting decentralization of servicesto 50 branc hes
throughout the country, although additionalfundsare needed
to supportthe fullprocess. The SMECentre also indicated their
intere st in starting an incubation program in the medium temm.

Aside from the limited resourcesprovided by the SME Ce ntre,
there remainslittle orno govemment support orinitiatives for
start-ups, particulady atthe discovery stage. The recent
promulgation ofthe SMElaw maylead to changesin this
assessmentin the coming years.
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Table 9.3 (left): Summary ofdoing busine ss re gulations and tax rate s
Overnall among Southe ast Asian neighbors.

ranking of (Source: Word Bank (2014) Do ing Busine ss Survey.)

Ease of

Starting a

Busine ss

No.of
procedures

No.of
days®

Cost
(%oofper
capita
income)

Minimum
capital
(%/income
percapitta)

Ttaltax
rate
(% of profit)

4 Note: Thisdoesnotinclude the amountoftime spent gathering
information, and no priorcontact with officials.
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Box 9.2: High tax rates increase the costof starting up in
Myanmar

Entrepreneursindicated a desire to formalize the irbusine sse s,
noting the long-term benefitsofregistration and tax
compliance. However, many noted they are uncertain
whetherornotthey are curmrently complant, asthey are
unclearon whatregulations pertain to them, orhow to
navigate the taxcodes.

Overall, entrepreneurs stated thattaxrates were too high,
policiesare changing too quickly, and taxproceduresare not
clear. Forexample, one businessinterviewed claimed they
were taxed 25% on totalannualrevenue causing them to
make a loss, when anothersimilarbusmness wastaxed 20% on
net profit. Most entrepreneursneed to hire accountantsor
otherprofessionalsto take care oftheirtaxes, increasing their
annualcostsofdoing business.

Although there isa taxholiday forcertain typesofnew
businessesin Myanmar,itdoesnotprovide a substantial
subsidy for Yangon start-ups. SMEs are exempt from tax forthe
first three years following incorporation oruntil theirannual
income exceeds 5,000 USD (Kb million). Hence, in practice the
taxholidayistargeted at micro-enterprisesthat may have an
annualincome oflessthan 5,000 USD. Entre pre ne urs
interviewed indicated an interest in more substantialtax

bre aks forstart-ups.

Myanmarscomparatively high taxratesrelative to its
neighborsin the region put entrepreneursat another
disadvantage. One entrepreneurmentioned that his
Myanmarbased businesswasputata taxdisadvantage
compared to his'Thailand based competitorand market
leader. Where the Myanmartaxation regime required him to
pay taxon both the online transactionsaswellason income,
Thaibased companiesdo notneed to pay double taxes.

Otherreports, such as Bissinger2014, have found that busine ss
taxescanbe negotiated, discounted, orotherwise adjusted
through personalconnections within the IRD orbrbery.

Sources:

Baker& McKenzie (2014), “Key Changesin Myanmarhcome Tax,
CommercialTax, and Stamp Duty”, avaiable at
www.bakerxchange.com.

Bissinger, J., and Maung Maung,L (2014), Subnational Gove mme nts
and Busine ssin Myanmar, The Asia Foundation, 5.
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6. Wheneverpossible, start-upsavoid dealing with
govemment, and often registerin Sngapore instead

Due to the diffic ulties and uncertaintiesfaced in Myanmarfor
start-ups, most preferto avoid govemmentasmuch as
possible. Forexample, one inve stment firm inte rviewed
claimed to lookonly at busine ss o p po rtunitie s with no
govemmentinvolvement. Most foreign and localstart-ups
interviewed that have sought foreign inve stment tend to
registerin Singapore when they are able.

Ofthe start-upsthathad received foreign investment, allbut
one had registered in Singapore to make the processeasierfor
theirinvestor. Asa businessreceiving funding from angel
investors and venture capitalistsata seed and scale stage, a
Singaporeanlegalentity can facilitate a fast and safe
contract with inve stors. Further, inve stors and entre pre ne urs
commented on the preference to workoutof Singapore

where possible asthe legal, IPRand othercormporate structures
are clear, trustworthy, and supportive.

———

7. Public procurement policy re presents a missed
opportunity forstart-upsand govemment alike

Asoutlined in the “Markets” section, start-upsrarely see the
govemmentasa potentialcustomer. Govemmentsare often
some ofthe largest consumersin a market; removing this
opportunity reduces Myanmarsmarket potential forstart-ups
sig nific antly, in both the eady-stagesand when scaling up.

Entrepreneursare wary ofthe tenderprocessforgovemment
contractsdue to a lackofinformation, high participation c osts,
and uncertainty asto whetherbrbesorothercomupt
practiceswould be expected when fulfilling the tenderorthe
contract. Hence, untiprocurement processesand outcomes
become more transparentand accessible, its unlkely that
start-ups willsee the GoM asa majorcustomer.
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Box 9.3: Best practice in Southeast Asia - ACRA Singapore

The Accounting and Comporate Regulatory Authonty (ACRA) is
the nationalregulatorofbusiness entities and public
accountantsin Sngapore. n 2013, ACRA registered 60,201
new busine ss entities and closed 40,019, leading to a listing of
447,661 busine ss entities as of August 2014.

The Singapore Govemment promotesstart-upsby drastically
reducing the businessregistration costs and time through
ACRA.Alegalentity canbe formed by Singaporeans within a
day and with aslittle as 315 SGD. ACRA also providesa
comprehensive website with How-To guides, FAQs, and online
services, including a section specifically for“start-ups”. The se
information servicesreduce uncertainty and time spenton
regulatory compliance forstart-ups.

Box 9.4: Developing SMARTBusine ss Re gula tions

Govemmentscan promote start-ups and entre pre ne urship
through a variety of polic y inte rve ntions, inc luding butnot
limited to: improving accessto financing, developing
entrepreneurship and managementcapabilties, and

simp lifying the business envirnnment.5° Policies forstart-ups
should be simple, transparent and enforceable, and SMART
The World Bank promotes SMARTbusinessregulationsasa
meansofpromoting business growth. SMARTregulationsare:

Streamlined: Regulationsthataccomplish the desired
outcome in the mostefficient way

Meaningful: Regulationsthathave a measurable positive
impactin facilitating interac tionsin the
marketplace.

Adaptable: Regulationsthatadaptto changesin the

enviro nme nt.

Regulationsthatare proportionate to the

problem they are designed to solve.

Transparent: Regulationsthatare clearand accessble to
anyone who needsto use them.

Rele vant:

50 Word Bank. 2013. Doing Busine ss 2013: SmarnterRegulations forSmalland
Me dium-Size Ente rprises. Washington, DC: Word Bank Group.
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J.
Recommendations

ForGovemment Forgovemmentorothers
¢ Make the businessregistration processesclear, .

Open a one-stop mformation portalto provide
straightforward, transparent and affordable.

entre prene urs with quality and up-to-date information
onregistration, tax, licensing, and otherregulatory

¢ Buid on the new SMElaw by developing regulation re q uire me nts.

sparingly and in line with start-ups and SMEneeds. Set

p rio ritie s, targets,a}nd commit'ments,and take measures * Supportdevelopmentlinkagesbetween unive rsitie s and
to protectthe policy formulation process from vested entre pre ne urs through inc ubation c enters, tra ining
inte re sts.

programs and R&D.

¢ Cleardy define the role, objective and resources
available to the SME Ce ntre, orthe new organization
that willtake overitsroles.

e Increase the clarty and accountability of taxation, “The economiesthatrank higheston the ease of
licensing and regulatory compliance forregistered doing businessare notthose where there isno
busine sse s. re gulation—but those where govemments have

managed to create rulesthat facilitate interac tions
in the marketplace without needlessly hindering the
developmentofthe private sector.”

e Develop pro-competition policy and transparent,
accessble marketsforpublic procurement.
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Chapter10
Conclusion

The political, economic and socialtransition of Myanmar
presents unique opportunities forentre preneurs to start
busine sses to introduce new products and services to the
Myanmarmartket. Developing a robust and well-connected
start-up ecosystem surmounding entre pre ne urs will fosternew
busine ss growth and the benefits they bring, such as
sustainable livelhoodsand home-grown, market-based

b usine ss so lutio ns.

By drawing on the experiencesoflocaland foreign

entre pre ne urs starting inno vative busine ssesin Yangon, this
report mapsthe start-up ecosystem in Yangon, looking at six
interacting domains, summarized below:

Finance

Entrepreneursneed accessto affordable and diverse
financing options. n Yangon, however, start-upsrely heavily
on family funding, asbanks and investors focus on funding
largerand more established busine sses.

Although foreign inve stment hasincreased signific antly since
2012, fims are wary to inve st in start-ups, which are seen as
risky and expensive options. There are few financing options
foreardy-stage start-ups, such as grants, competitions and
loans, which generally limits e ntre pre ne urship to individuals
with we althier familie s and high disposable incomes.

Human Capital

In genemal start-upsstruggle to find people with the skills they
need; moreover,they are dealing with high tumovero f sta ff
asmore opportunitiesare available through multinational
companies. Withouta ready and affordable workforce to
draw on, starting a businessismore costly and le ss e ffic ie nt.

Human Capitalalso refersto the abilities o f e ntre pre ne urs to
manage business and identify o pportunities, both of which
are often assessed by potentialinvestors. n Yangon, new
programsto develop entre preneurialskillse ts are e stablishing
to fill the gap left by universities, but more training
opportunities are needed thatare oriented towards
developing practicalentrepreneurialacumen.
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Culture Martke ts

Entrepreneursin Yangon are riskaverse and lackmle models Despite acknowledging the substantialmarket opportunitie s
and mentors to promote entre preneurship asa life style. In in Myanmar, new businessesand emerging entrepreneurs are
business, and asforstart-ups, there isa culture ofsecrecy finding it diffic ult to penetrate some domestic marketsor

where ideasare notshared openly, which can hindernew
businessideation. Families are also a strong force, either

supporting orrestric ting entre pre ne urship, with mo st customer. Further, entrepreneurs are struggling to
parentsencouraging chidren to go into attract domestic customers, due to the

careersratherthan starting theirown lackofconsumereducation about their
b usine ss. = products.
Suppor1t Systems == Po lic y

industre s; ruralmarketsremain underserved and are
costly to reach; and govemmentisrarely a viable

Although support organizations (training
programs, incubators and others) have
grown substantially oflate, start-ups still
demand more diversified support
offerings. There isa distinct gap in the
provision of affordable professional

STOI’TUD There are many legaland regulatory
Ecosysfem hurdles forstart-ups, ranging from costly
and time consuming company
registration processes to uncertainty
abouttaxand IPlaws. Entre prene urs
want predictability in policy and its
implementation, especially with regard
to taxes, licensing and registration. Much
more canbe done to make information on

re gistra tion, licensing, taxesand otherresources
available to entrepreneursin Yangon.

servic es fornew busine sse s. Asso ciations
represent a strong institutionalbackbone ®0 /
in the ecosystem, but entre pre ne urs want to w

see more regular, substantive and diverse ac tivitie s

coming from them.

Infra struc ture representsa costly hurdle fornew busine sses,
with high costsin rent and telec o mmunic ations inc re asing the
prices and risk o f starting up.

The new SMEIlaw demonstratesintent to support start-ups
and SMEs, but hasnotyetresulted in greaterclarity and
sim p lific a tion for SMEs to registerand comply with re gulation.
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Concluding Asse ssments

1. Despite an increase in start-upsand support
organizations, significant gapsand weaknesses
still e xist in the start-up ecosystem

The start-up ecosystem in Yangon provide s e ntre pre ne urs with
varous training, networking and market o pportunitie s to
supportthe setup and growth of new businesses. Start-ups
continue to struggle to find mentors, financing and to
navigate new regulationsand policies, which are areasofthe
ecosystem thatcan be strengthened through: programs
(providing mentorship), clearpolicies (with simple rules and

re gula tions forne w busine sse s), institutio ns (o ffe ring
information and services to start-ups), and a wideramayof
services (such asprofessionaladvisory servic es).

More financing options mustbe made available to start-ups
thrmugh bankloans, grants,competitionsand angel

inve stment. Entre preneurs and the workforce should be better
prepared to manage businessesthrough a strong education
system focused on developing problem-solving, analytical
skills and creativity. A strong policy frameworkhasyetto be
developed to underpin the ecosystem, but should include a
cleardefinition of SMEs and policy objectives forsupporting
eary-stage enterprisesand promoting e ntre pre ne urship.

2. FEcosystem actors must focuson improving
quality and increasing cross-functionallinkages

Apart from the quantity ofinstitutions and optionsavailable to
entrepreneurs, a healthy ecosystem should also aim to
develop the quality of, and linksbetween, these services.
Unive rsitie s should be linked to re se arch institutio ns,
incubators, govemment institutions, and c ompe titio ns. Banks
and investors should be communic ating with govemment
officerson financial policies affecting e ntre pre ne urs, with
entrepreneurs themselves, and with suppo 1t organiza tions.

Atthe moment, given the lackofinformation about the
Yangon ecosystem and the rapid changesthathave taken
place overthe pastfew years, connecting resources,
entrepreneurs,educatorsand policymakershasbeen
especially diffic ult. However, new SMEpolicies and institutio ns
should focuson linking togethereducators, finance
institutions, entre prene urs, policy makers and support
organizationsto increase collaboration and communic ation
to strengthen the ecosystem.
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3. Fnance, policy,and human capitalremain
weaklnksin Yangon’s start-up ecosystem

Finance, policy and human capitalare three essential pillars
thatare exceptionally weakin Yangon’s start-up ecosystem.
Start-ups, especially eary-stage entrepreneurs, do not have
viable and affordable funding options; start-ups are
burdened by complex, opaque and costly re gulations
(despite the recent promulgation ofthe SMEIaw); and,
entre pre ne urs find it diffic ult to recruit and retain skilled sta ff
fortheirstart-ups.

The recommendations provided in thisreport are overarc hing
polciesand programs forthe govemment, support
organizations, and financialinstitutionsto considerwhen
serving entrepreneurs and start-ups. Thisreport aimed to
identify a broad picture ofthe Start-Up Ecosystem of Yangon,
but furtherresearch should be done to go into each domain
in furtherdepth and to addressa wideraudience of

entre prene urs, inc luding those operating in the informal
economy, mic 1o -e ntre pre ne urs, manufac turing enterprise s
and otherfamily businesses. Finally, comparative studiescan
be done to map the start-up ecosystemsofothercitiesin
Myanmarto develop an understanding of nation-wide
obstaclesand opportunitie s forentre pre ne urs.
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Annex 1: Acompamnsonofframeworksofanalysisofstart-up ecosystems

| I ]

Domain Babson Councilon George Innovation | Koltai GSM OECD Wodd Wodd
Entre preneurship | Competitiveness | Mason Rainfore st Company, | Association Bank Economic
Ecosystem Unive rsity | Blue print 6+6 Forum
Project

Policy v v v v v v v v

Finance v v v v v v v

Infra struc ture v v v v v v

Ma ke ts v v v v

Human Capital |V v v v v v v v

Support/ v v v v v v v

Services /

Connections

C ulture v v v v v v v v

R&D Innovation |V v v v v v

Quality of Life v

Macroeconomic v

Conditions

Table A:A briefsummary of the variousdomains and the extent to which they are used ineach ecosystem framework. Adapted

from the Aspen Network of Developme nt Entre pre ne urs’ “Entre pre ne urial Ec o syste m 1o o lkit”, 2013.

95



Annex 2 —Eementsofthe Babson
Entre pre ne urship Ec o system

&, BABSON
& GLOBAL

Early Customers

Networks

* Entrepreneur’s networks
= Diaspora networks
= Multinational corporations

Labor

= Skilled and unskilled
= Serial entrepreneurs
= Latergeneration family

Educational Institutions

= General degrees (professional and
academic)
= Specific entrepreneurship training

= Uneguivocal support
= Social legitimacy

= Open door for advocate

Early adopters for proof-of-
concept

Expertise in productizing
Reference customer

First reviews

Distribution channels

= Telecommunications

= Transportation & logistics

= Energy

= Zones,incubation centers, clusters

5/19/2011

= Entrepreneurship strategy
=Urgency, crisis and challenge —

Support profassions

= Legal

= Accounting

= Investment bankers

= Technical experts, advisors

Domains of the Entrepreneurship Ecosystem
e

* Institutions + Researchinstitutes
e.g. Investment, support * Venture-friendly legislation
= Financial support « e.g. Bankruptcy, contract
e.g.for R&D, jump start funds enforcement, property rights,
= Regulatory framework and labor

. Incentives
) e.g. Tax benefits
= Micro-loans = Venture capital funds
= Angel investors, = Private equity

friends and family = Public capital markets
= Zero-stage = Debt
venture capital

—
‘ * Visible successes
* Wealth gzeneration for founders

* International reputation

= Tolerance of risk, mistakes, failure

= Innovation, creativity, experimentation
= Social status of entrepreneur

= Wealthcreation

= Ambition, drive, hunger

Non-Government Institutions

= Entrepreneurship = Conferences
promotion in non-profits = Entrepreneur-friendly
= Business plan contests associations

© 2009, 2010, 2011 Daniel Isenberg
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Annex 3 —Profilesof Yangon Start Ups
I [

The following pagesprovide basic profilesof 35
selected Yangon start-ups. Financialinformation is o ften
considered highly confidentialamong Myanmar
entrepreneursand hasnotbeenincluded. Some
profilesincluded in the following are of start-upsthat
were notinterviewed. The profilesare organized by
industry: technology, services, F&B, retailand other.
Tech Start-Upsinclude businessesthatare developed
primarily onlne orvia mobile apps. They must provide
theirown online services, productsorapps. Companies
offering only web design ordevelopmentservices are
included underServices.
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Tech Start-Ups

I I ]
BINDEZ
[§§er9pizacycd o
022325000 m
ILaunched 2013 Name Doe Myanmar
Description Bindeziscreating a Burme se native ILaunched 2012 - 2013
language search engine to tap into Description Doe Myanmarisa Burmese socialnetwork
information thatis coming online in the whose aim isto build an online Burme se
next few years. community. it is targe ting the people in
Industry keywords | Tech, online, search engine ruralareas who wilcome online soon, a
Background At the time of writing, the team c onsisted marketofarmund 40 millon people.
ofseven people, working outofone of Industry Socialnetwork, app
the Founders’ houses. Bindez also rec ently keywords
secured seed funding from an angel Background Doe Myanmardiffe re ntia te s itse If from
investorand are lining up forthe next Facebookby having a point system for
round ofseed funding to continue their ac tivity, while having an online store
research and development work. where pointscan be used.
Founder(s) Iocalentrepreneurs (male) Founder(s) Repatrate Burmese (male)
We bsite www.bindez.com We bsite www.doemyanmar.com
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MYANMA
DEALS

Name MyanmaDeals

ILaunched 2014

Description Daily dealsand discounts mobile app and
we b site .

Industry Online, coupons

keywords

Background Myanma Dealsisone ofthe five
companieschosen to be partofthe
Ideaboxincubation program.

Foundex(s) Repatriate (male)

We bsite www.myanmadeals.com

ILaunched February 2013

Description Creative web & mobile app software
house, providing affordable services to
smalland medium busine sse s. Also
developsitsown app products.

Industry Web,app,development

keywords

Background Ignite’s first product was mmdJunc tion,
whic h is similarto Eventbrite. it has since
moved onto creating a bus tic ke ting
system app aswellasdoing outsourced
projectsand services.

Founder(s) Repatriate Burmese (female)

We b site www.ignitemyanmarcom
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nex
ILaunched April 2014 ILaunched April 2013
Description Mylannisa localrestaurant discovery Description A results-driven mobile development
website and app to help the Yangon’s agency startup, with clients from allover
residents discovermore about the the Asia Pacific region.
re staurant sc ene in the city. Industry keywords | Web,app, mobile,development, services
Industry Restaurantdirectory, app Background Nex hasa stong team of 11 and a
keywords profitable businessmodel Founderplans
Background Mylannisa partnership between 3 young to expand into tech productbusinessin
entrepreneurs with experience abrmad. 2015.
The site aimsto become the leading local Founder(s) Burmese college studentin Sngapore,
restaurant discovery guide, the Yelp of male
Myanmar. We bsite www.nexlabs.co
Founder(s) Repatriate Burmese (male: 2, female: 1)
We bsite www.mylann.com
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PINLON TALENT

ILaunched 2012 ILaunched 2011
Description Oway isthe fastest growing travelagency Description Web developmentagency specialized in
in Myanmar. &k has fourbusine ss units, 1) providing market-oriented and web-
intemetplatform, 2) corporate service based IT'so lutions including corporate
management, 3) traditional o perations, website design and development,
and 4) writing so ftware solutions forhotels content management system (CMS), and
and airlines. others. Aside from the servic e busine ss,
Industry Tech, online, tourism, travel Pinlon Thlentis also improving Shwe
keywords Property,itsrealestate web portal
Background Founded in 2012 afterthe Founder product.
retumed from working and studying in the Industry Web,app,productdevelopment
US. Now the company is profit generating keywords
and hasgrown to a team ofaround 40 Background The founderlaunched Shwe Property
employees. alone in 2011 while he was still wo rking in
Founder Repatriated Burmese (Male) Singapore. He relocated backto Yangon
We b site WWWw.oway.com.mm in 2014.
Founder(s) Repatriate Burmese (male)
We bsite www.pinlontalent.com
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rebbiz

ILaunched 2012 Launched 2012-2013;team based in Yangon since

Description Pixel Dire c tsis a multime dia ma rke ting 2013
service agency thatdoesmarketing, Description Rebbiz builds innovative web portalsand
socialmedia management, advertising, online marketplacesthat make people’s
web design, graphic design, and video liveseasier. k c urrently has online cla ssified
production. Aside from its servic e s, it is also auction sitesforcars (MyanmarCarsDB),
working on a product, Discover Myanmatr, jobs(MyanmarJobsDB), and realestate
which wilbe launched by the end of (MyanmarHo use DB).
2014. Industry Tech, online, retail, c lassifieds

Industry Socialmedia, marketing, web, app, keywords

keywords development Background Three friends who studied and worked in

Background Founders spent time in the USbefore Singapore before deciding to come back
retuming to Myanmarto launch their to work fulltime on theircompany in 2013.
busine ss. Aim to put Myanmarbackon They are passionate and talented young
the map through tourism adults in their 20s who id e ntify themselve s

asgeeksand entre preneurs.
Founder(s) 2repatriated Burmese, male Founder(s) 3 Repatriated Burmese, male
We bsite www.pixeldire cts.com We bsite www.rebbiz.com
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Iaunched

2012

Description

Revo Techisa creative digitalagency
providing web development, mobile app
development, and socialmedia
management.

2 7

SN Mty |

Industry
keywords

web,app,and productdevelopment

Background

Originally started as a service business,
providing web and app developmentas
wellassocialmedia management.
Recently hasdeveloped a productof
theirown, which isto be launched in the
ne xt fe w months. The productiscalled
“Phew”, whichisa tabletapp that wil
teach chidren to leam how to write
Bume se.

Name Smart Deals Myanmar

Iaunched 2014

Description Providing couponsfordiscountsat
re staurants, spasand othershops.

Industry Online, coupons

keywords

Background Iaunched inlate 2014, Smart Deals
sourc e s disc ounts forits community that
candownload couponsonlne.

Founder(s) Iocalentrepreneur(female)

We b site Facebookcom/SmartDealsMyanmar

Founderx(s)

Repatriated Burmese, male

We bsite

www.revotech.co
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ZILPA

ILaunched 2013

Description Zilpa Techisa digitaltec hnology firm
offering creative services, online tic ke ting,
innovative advertising platformsand other
digital so lutio ns.

Industry Online, web,app, productdevelopment

keywords

Background Initially launched asdigitalad agency
and in-taxiadvertising venture. It started
work on its online tic ke ting platform in
2014 and are hoping to launch the ir first
product sho rtly.

Founder(s) Iocalentrepreneur, male

We bsite www.zllpatech.asia
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SERVIC ES

Iaunched

blink

Description

The Blink Agency isa Public Relations and
DigitalMedia agency whose goalis to
help clients controlthe dialogue. The Blink
Agencyisa PRfirm more focused in the
digitaldomain.

Name The Bridge
ILaunched March 2014
Description A creative media agency to fillthe need

forhigh quality media helping with
communicationsand campaign design.

Industry
keywords

Public relations, socialmedia, events

Industry keywords

Media, communic ations, design

Background

The Blinkteam hasgrown to 8 people after
it hassecured inve stment from Anthem
Asia atthe start 0f2014. The Blink Agency is
focused on digitalspace in PRbecause
they know the technology c o mmunity in
Myanmar.

Background

The vision is to fillthe space forhigh
quality creative media and bridging
Burme se culture with great creative
design. Within five years, The Bridge hopes
to become a majorcreative agency in
Myanmar.

Founderx(s)

2Iocalentrepreneurs with some
experience in abrmad in the USand
Singapore (male)

Founderx(s)

Iocalentrepreneur(female) and expat
(male)

We bsite

None found

We bsite

www.theblinkagency.com

105




n

J

DREAMLEA

nmntier

technology

partners

Description Multi-disciplinary creative design agency ILaunched 2013
specializing in digitalmedia. Description FIP offerte c hnolo gy so lutio ns forthe
Industry Web, app, digital so lutions Myanmarmarket, with a focuson innovation
keywords and execution. Collaborating with global
Background A Japanese-Myanmarjoint venture based technologyleaders, FIP provide the right
in Yangon thatdelivers website s, mobile marketleading solutions forthe Myanmar
apps & digital solutions fortable ts. market.
Founder(s) Repatriate (male) Industry IT'so lutions, mobile banking
We bsite www.dreamleap9.com keywords
Background Curmentprojectsinclude mobile banking
so lutions and SAP so lutio ns.
Founder(s) Repatriate (male)
We bsite http://frontiertec hnologypartners.com/
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Lychee Ventures

Omspira

ILaunched 2012 ILaunched March 2012

Description Iychee Venturesfollow two business Description Creative media agency whose mission is
models, while alwayskeeping a strong to enhance the growth oftheirclients
focuson execution and team buiding: 1) through word-classweb development
A venture inve stment platform which and design formarke t-d e fining so lutio ns
focuseson setting up promising start-upsin thatcreate value and competitive
Myanmar(ie: Myanmore and Waeyaung) advantage. ksclientele are bothlocal
and 2) consultancy service that func tions and intemational
asa market entry platform. Industry Web, design, services

Industry T urism, retail onlne, web keywords

keywords Background Initially mSpiralhad a high volume-low

Background First venture was Myanmore,a local costapproach butrefined its busine ss
discovery guide, started in 2012. Iychee modelto high quality-high cost
Ventures second start up is an online approach.
marketplace, Wae Yaung (Buy Sell). The Foundex(s) IocalBurmese (male), Expat(male)
team isnow more than 10 staff. We bsite www.mspiralcom

Founder(s) Expat(male)

We bsite www.lycheeventures.com
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Myanmar Office Mart

Name MyanmarOffice Mart Name Pixillion Cre ative
ILaunched 2014 ILaunched Eary 2011
Description Office supply delivery service forlocaland Description Graphic design studio specializing in
inte ma tionalb usine sse s. graphic communication design forlocal
Industry Delivery, office supplies, service s and intemationalclients. k providesweb,
keywords mobile app, identity, and print design in
Background MyanmarOffice Martlaunched in mid-2014 underseven days.
through a 6-month incubation program in Industry Graphic design, web design, app
Yangon. kaimsto provide affordable and keywords development
quality office supply delivery servic e to its Background Originally started Iotcos Inc in May 2011,
customers. which provided web development, web
Founder(s) Iocalentrepreneur(female) design, and graphic design services. Then
We b site Facebook.com/MyanmarOffice Mart in October2013, rebranded Pixe llion
Creative.
Founder(s) Iocalentrepreneur(male)
We bsite www.pixellion.co
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Name The Analytics Company (TAC) Iaunched Oct2013
ILaunched 2012 Description Yangon Door2 Doorisa food delivery
Description Ieading providerand distrlbutorof word- service partnering up with re staurants
classITproducts & solutions in Myanmar. armund town to deliverfood to customers’
Industry Data analytics, retail doors with bicycles.
keywords Industry Delivery, online , F&B
Background With limited and low quality data in keywords
Myanmar, TAC looked to expand into Background Iaunched by a Yangon-based expatwho
otherbusinesses, which is when it went developed the idea in late 2012 and
into becoming a retailerof Apple launched website in late 2013. Iooks to
productsin 2012, before officially expand to delivery ofotheritemsbesides
becoming an authorized resellerforApple food in the future.
in August 2013. Founder(s) Expat, male
Curre ntly, the retailbusiness has grown We bsite www.yangond2d.com
largerthan the software enterprise
b usine ss.
Founder(s) Repatriate Burmese entrepreneur(male)
We bsite www.tacmm.com
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So ci1al Busine sse s

| 1
Iaunched December2012 Iaunched 2014
Description ZwenexisanITcompany thatprovides Description So cialbusine ss providing ¢ o o king
softwave‘ so lutionsto consumersaswellas classesto tourists, whic h funds its
dom‘e stic SME firims. The company also ¢ ommunity-building, fo o d-truc k
providesweb and app development and initia tive
also doesoutsourced work. Ind Social .t ; food
Industry IL, web,app,development ustry calenterpnse, 100
K keywords
eywords -
Background Curently a team of4,led by founderwith Background Hamoneataimsto promote peace-
experience working with start-upsin building and communic ation through
Simgapore. food. k subsidizesits work by providing
Founde r(s) Bumese educated in Singapore, male cooking classesin Yangon to to urists.
Website WWW.ZWenex.c om Founde(s) Expat (female and male)
We b site www.hamoneat.com
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Indigo | Energy

Electrifying Myanmar

ILaunched 2012 ILaunched 2014
Description Aims to improve the reliability of ele ¢ tric ity Description KoeKoe Tech aims to re vo lutio nize
in Myanmarand bring it to the three Myanmarsdata-deprived health sector
quartersofthe country who do nothave it by creating a nationaldata network
through solarpowerand micro-grids. involving allloc alhe alth nstitutions, as well
Industry Ruralele c tric ity, so cial e nte rprise, mic ro astrainlocalpeople from dive rse
keywords grids backgrounds.
Background Indigo Energy first focused on wind Industry Socialenterprise, health, app
projectsand cycled through a variety of keywords
different powerrelated opportunitie s Background KoeKoe hasinstalled software atseveral
before settling on focusing to provide majorhealth institutions in Myanmar, with
electrcity and lighting forthe ruralsector. plansto scale regionally and then
There isnow a team of four. nationally. Koe Koe'slong-term aim is to
Founder(s) Expat(male) develop a nationwide health information
We bsite www.indigoenergy.net exchange where health information,
properdy anonymized and secured, willbe
shared among Myanmarhe alth institutio ns
to inform evidence-based health policy to
improve and save lives.
Founder(s) Iocalentrepreneur(male), re patriate
(male)
We bsite http://koekoetech.com/
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Food & Beverages

ek

| 11—
— 8
AINnie's
ILaunched May 2014
Description An allnaturalyogurt wholesalersupplying
to hotelsand restaurantsin Myanmar.
Industry Delivery, tourism, dairy
keywords
Background Responding to a gap in the yogurt market
in Yangon, Annie’sprovides premium high
quality yo gurt, diffe re ntiating theirproduct
to be “organic”, “allnatural’, and greek.
Founder(s) Expat who grew up in Myanmar(male)
We bsite Facebookcom/anniesmyanmar

ILaunched 2012

Description A gastro barproviding cocktails and fusion
food; targets high-end customersin
Yangon.

Industry Bar, re sta ura nt, nig htlife

keywords

Background T expand into a chain around Yangon

Founder(s) Iocalentrepreneurs with some experience
abrad (male)

We bsite www.escapegastrobarcom
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Name Rangoon Tea House ILaunched April 2014
ILaunched 2014 Description Sproutsis the first salad barin Myanmar
Description Upmarket, Burme se -style tea shop. providing a healthy food option forlunch
Industry Restaurant,local and dinner.
keywords Industry Re staurant, take away, downtown
Background Afterretuming from abmwad, the Founder keywords
wasexploring start-up opportunities in the Background Sproutstargets providing a healthy food
food industry. Afterpartnering with two option forlunch forthe expatcommunity
otherentrepreneurs, launched Rangoon in the downtown area. Due to a growing
Teah House in late 2014. customerbase and higherdemand,
Foundex(s) Repatriate (male) Sproutshasalso started to provide a
We bsite Facebookcom/Rangoonteahouse delivery service.
Founder(s) Expats (male)
We bsite WWW.sproutsmyanmar.com
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PUN + PROJECTS
ILaunched 2014 ILaunched 2013
Description Everyday ready to wearfashion forthe Description Pun + Projectsisa firm focused on
modem Myanmarwoman. creating luxury retailconceptsin Yangon,
Industry Retail, fashion, women Myanmar.
keywords
Background CiCisfoundercompleted a 6-month Industry Iuxury, retail, gallery, re staurant
incubation program atProject Hub, where keywords
she worked on the conceptforthe fashion Background Fscumentprojectinclude TS1 art space
line. CiCiaims to launch a flagship store in and isworking on launc hing a Myanmar
2015. seafood gastrobarsoon.
Founder(s) Iocalentre pre neur with US unive rsity Founder(s) an Pun isthe son of Serge Pun, a well
education (female) known entrepreneuractive in Myanmar
We bsite Facebook.com/CiCiMyanmar forover20 years.
We b site www.punprojects.com
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CHIN | FABRICS I CI@THING I FASHI@N

ILaunched mid-2014

Description Retailsalesof Chin fabrics and value-added
fabric products. Rosy sells through
Facebook, pop-up shopsand out herhouse.

Industry Retail

keywords

Background Rosy completed a 6-month incubation
program at Project Hub in 2014. She aims to
sellhigh-quality Chin fabrc s to inte mational
and localmarkets.

Founder(s) Iocalentrepreneur(female)

We bsite www.facebook.com/RosysChinFabric s
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Annex 4 — GlobalEntre pre ne urship Po lic y Survey Que stio ns
| 1 1

Please tellus about yourself and your entre pre ne urial e ffoxts.
Gender:

o Male
o Female

Age:
Country:

Family’s Annual Ihcome (in USD, e stimate range ie. $40,000-$50,000):

Have you spent time studying or working abroad?
o Yes

o No

Ifyou answered “Ye s”:

Where ?

Have you been involved with stantups abroad?
o Yes

o No

Do you cumrently operate a business?
o Yes

o No

Ifyou answered “Ye s”:
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Whatis industry ofthe business? [please selectone]

0O O 0O O O O O 0O O O o o o o o0 o

In what yeardid you start yourbusine ss?
How many workers does yourbusiness cunently employ (otherthan yourselp?

Agric ulture

Pub lic Utilitie s
Construction

Mining

Manufacturing

Retail Tade

Wholesale Thade
hformation

Fnance and Ihsurance
Re al Estate
Professionaland TéchnicalSerices
Education

Health Care

Ants

T urism

Other

[please selectone]

0O 0O O 0O O O O

0

1-4
5-10
11-19
20-49
50-99
100-249
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o 250-499
o 500and above

How do you expectyourbusiness’s revenue in 2016 to compare to its cunment reve nue?
o Decrease

Same
Increase 1-14 percent
Increase 15-29 percent

0O O O O

Increase 30 percentormore

Did you own anotherbusiness be fore you started yourc ume nt busine ss?

o Yes
o No
Are you aware of how to registera company in Myanmar?
o Yes
o No
Is yourcompany registered in Myanmar?
o Yes
o No
Do you plan to start a busine ss in the ne xt twe ve months?
o Yes
o No

Ifyou answered “Ye s”, Whatis industry ofthe business? [selectone]
o Agrculture
o Public Utilitie s

o Construction
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Mining

Ma nufac turing

Retail Trade

Wholesale Trade
Information

Fnance and Insurance
Re al Esta te
Professionaland Technical Service s
Educ ation

Health Care

Arts

To urism

Other

0 0O O OO0 OO0 O o O o o0 o

How many workers do you hope to have three years afterstartup ?
0

1-4

5-10

11-19

20-49

50-99

100-249

250-499

500 and above

O 0O O 0O 0O 0O O O O

Are you aware ofhow to registera company in Myanmar?
o Yes
o No
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Now we would like you to tellus about yourexperience as an entrepreneur. Please indicate the extent to which you
agree ordisagree with each statementbelow.

Strongly | Generally | Slightly Slightly | Generally | Strongly
Disagree | Disagree | Disagree Neutral Agree Agree Agree

1 2 3 4 5 6 7
Regulation

1) 'The processforregistering busine sses with the govemmentisclearand easy.
1 2 3 4 5 6 7

2) Public officials who regulate businessesare competent and honest.
1 2 3 4 5 6 7

3) Mycompetition operatesin compliance with the law.
1 2 3 4 5 6 7

4) Thxlawsare notanimpedimentto the development ofbusine sses.
1 2 3 4 5 6 7

5) Nationallaw protectsbusinessintellectual property from the ft nside the c ountry.
1 2 3 4 5 6 7

6) 'The courtsresolve disagreements between busine sse s fairdy.
1 2 3 4 5 6 7

Access to Resources
7) Entrepreneurs with strong recordsand compelling businessideascan obtain financing on reasonable te ms.
1 2 3 4 5 6 7

8) Businesseslike mine have accessto needed energy sources, transportation networks, and communic ations service s

atreasonable cost.
1 2 3 4 5 6 7
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9) Businesseslike mine can readily hire workers with the desired knowledge, skills, and abiltie s.
1 2 3 4 5 6 7

10) Entre preneurs like me have accessto advisorsand mentors who can provide helpfulguidance.
1 2 3 4 5 6 7

The Environm e nt for Entre pre ne urship

11) The nation’seconomic conditionsare conducive to the development and growth ofbusine sse s like mine.
1 2 3 4 5 6 7

12) People have high regard forentre pre ne urship and rsk-taking .
1 2 3 4 5 6 7

13) My parentsare supportive of my entre prene urial ve nture .
1 2 3 4 5 6 7
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Annex 5 —Typicaloffice set-up costsin Yangon

I 1 1
Item Description Estimated Cost
Re nt $1+ persquare foot; 500 sq. $6000

feetspace;one yearlease

paid up front
Fbre Ihtemet Dependsonlocation $500 - $700
Installation
Pho ne line installation $50
AirCon Installation For2 pieces $600+
Total Set Up Costs $7150++

(Not including fumiture and renovations)

Ele ¢ tric ity Bill Mo nthly $50 - $80
Se rvic e s Bills Building service charges $30
Fbre inte me t mo nthly $200
bill

Monthly Payments $280+
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Annex 6 — Mapping the Entre prene urship Support System of Yangon
| 1 |

The following tables A through G list schools, training programs, incubators, co-working spaces, associationsand other
mitiative s providing support to entrepreneursin Yangon.

kamsto be ascomprehensive aspossble, but given the rapidly changing envimnment some newerprogramsmay be
notbe included.

The table doesnotinclude finance institutions, which are listed in Table 4.2.

a) Schools

Busine ss Capacity Run by Yangon Unive rsity o f Ec onomic s MBA Alumni, BCBoffersa varety of professionaldevelopment
Build ing Institute and management programs.

1510 RN B RS 1 A OXI RS Titha n Unive rsity plans to launc h its first Te ¢ h Entre pre ne urship c ourse in Aprl 2015.

(Technopreneur

Program)

Robinson Busine ss Priva te institute o ffering business managementclassesin downtown Yangon.

School

Stra te gy First Founded by a Burmese entrepreneurwho retumed to Yangon afterliving and studying in the UK
Strategy First offerscoursesfora diploma from the Insittue of Commercialmanagement, UK

Yangon Unive rsity o f Myanmarstop ranking local MBA program provides full-time and part-time business management

Ec onomic s (MBA) degrees. The University began working with Indiana Unive rsity in 2014 to develop the entre preneural
capacity of faculty and students through the ADEPTProgram.

PS Busine ss School Offersa varety of businessmanagementcourses, including an MBA, diploma in Human

Resource management, marketing management and business management. PSBusine ss
Schoolalso regulardy organizesbusiness plan competitionsand isespecially active in
promoting socialentre preneurship.
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b) Taining Programs

Building Ma rke ts Building Markets providesregularworkshops and trainings for SMEs about tendering processes and
procure me nt.

Entre p re ne urship Iaunched a Myanmarfocused program in 2014 called Grassroots Entre pre ne urship Educ ation and Pro -
DR R n N ERav8i:e  Po o r Ente rprise Develo pment.

Asia (EDNA)

Entrepreneursdu Providestechnicalsupport to microfinanc e institutes, conducts perfformance assessmentsofsocial
Monde businesses and holds seminarson socialentre pre ne urship and micrm finance.

G IZ CEFE Tra ining GIZsponsors CEFE Training of Trainers, whic h is an experiential e ntre pre ne urship training program. T'Ts
have been conducted in Taunggyiand Yangon.

HP Life E-le aming Funded by USAID’s ADEPTPro gram, HP Life E-leaming Centresare being established in Yangon and
Centres otherruralareas. One centre in Yangon waslaunched in 2014 and provide s online busine ss and
entre pre ne urship c o urses.

WhERhnkhddatnichicni-niiiy Managed by entre pre ne urs with C EFE c e ttific a tions, o ffers c ourse s on starting a busine ss, finance,
Development marketing, and generalbusine ss skills.

Association

Opportunitie s Now Provide s inte nsive training coursesto disadvantaged youth to start theirown businesses. Microloans are
provided following the course.

Spark Inte mational NGO focusing on providing tec hnicalassistance in the areasofskilldevelopment
and enterprise (SME) development, aswellasexploring opportunities to offerfinancial
so lutio ns to SMEs through its o wn inve stme nt fund.

UNESC O -Pe psiC o Iaunc hed in 2014, the Centre isa partnership between the Ministry of Educ ation’s Yangon Unive rsity o f
O iinie il b @R Economic s, PepsiCo, UNESCO. | aims to strengthen the businessand employment skills of Myanmar
Busine ss Skills youth through sho rt-te rm training programs.
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c) Incubators & Accelerators

Ideabox Funded by Ooredoo,ldeaboxprovidesa 3-month acceleratorprogram formobile app start-ups.
Proje c t Hub A socialbusine ss o ffering 6-month incubation programs, businessidea competitions and otherworkshops.
Yangon

d) Workshops, Eve nts, Ne two rking

Iaunched in late 2014, offers workshops, networking and events fortec hnology enthusiasts and civil so c ie ty
groups.

Backed by Ooredoo, offers weekly seminars forthe tech start up community in Yangon.

Backed by Telenor, offersregularseminars and networking forthe tech start-up ¢ o mmunity.

| BarCamp Yangon

EERIOER NN Annualtech-focused ‘unconference’ entering its 6% yearin 2015.

e) Co-working spaces/ Affordable office spaces
Pro je c t Hub Thrgeted atentrepreneurs, freelancers and consultants. located in Dagon To wnship, Yangon.
Sule Te c h Thrgeted atthe tech and civilsociety community. Iocated in Kyauktada T wnship, Yangon.
Office Cubed Thrgeted atentrepreneursand seasonalworkers. Iocated in Thingangyun To wnship, Yangon.
Devlabs Thrgeting web developers. [ocated in Dagon T wnship.

f) Entre pre ne urship Associations

=
S
>

MyanmarEntre pre ne urship De velo pme nt Asso ciation

Myanmar Young Entre pre ne urs Association

MyanmarWomen Entre pre ne urs Asso cia tion

Union of MyanmarFederation of Chambersof Commerce and Ind ustry
MyanmarComputerFederation
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g) Other Networking Groups

Women’s
Pro fe ssional
Ne two rk

Inte mational Mo nthly ne two rking o p po rtunitie s for wome n.
Friend ship Group

My Pro fe ssional

Club

g) Mentorship Programs

SPA Sta 1t!
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Annex 7 —-Mapping of policiesin Yangon Start Up Ec o system

The below listof policie s and institutions givesan overview of the policy envimnment forMyanmarstart-ups. Eisnot an exhaustive

List.

Policies & Iaws

Description

Draft SMEIaw and Prvate Industral
Enterprise Iaw (updated 2011)

Curmently, smalland medium enterprisesare defined according to the Private Ind ustrial
Enterprise Iaw (2011). Anew law to addressmore specifically the needsof SMEs and to
facilitate growth of SMEs wasdrafted in 2013 and is stillunderconsideration.

Myanmar Citize ns hve stment law
(updated 2013);

Provide s various inc entive s, inc luding tax inc entives, to domestic inve stors similady to the
Foreign Directinvestment law.

Foreign Inve stment Iaw (2012)

Provides foreign investors taxincentives and defines framework forforeign inve stme nt,
inc luding lists o f re stric ted sec tors.

MyanmarCompanies Act (1914)

Dic tate s the requireme nts forestablishing public and private companies.

TaxCodes

Including commercial income taxes, land, building and othertaxes.

Institutions

Description

SMEDevelopment Central Committee

Chaired by President U'Thein Sein and composed of govemment and busine ss
representatives, the committee ischarged with coordinating among Ministries engaging with
SMEs (Industry, Commerce, Finance, National Planning and others).

Ministry o f Ind ustry

Overseesthe SMECentre and responsible forbusiness lic ensing inspec tions and ind ustrial
inspections (wiring, transformers, etc.).

SMEDevelopment Centre (2012)

Underthe Ministry o f Ind ustry, the SMECentre aims to supportthe development of SMEs into
large-scale enterprises. The new SMEIaw (forthcoming) issaid to detail furtherthe role

Directorate of hvestment and

DICA ishoused underthe Ministry of National Planning and Economic Development. i
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Company Administra tion registers allbusine sse s that inve st underthe Foreign hvestment law and the Myanmar
Citize ns Inve stment Iaw.

Ministry of Iabor Conductslaborrelated inspections, notably of enterprise s in ind ustrial zone s.

Intemal Revenue Department The IRD, housed underthe Ministry of Finance, Collectsincome and commercialtaxes from
businesses, aswellasvariousothertaxes and duties.

Sources:
Bissinger, J., and Maung Maung,L (2014), Subnational Gove mme nts and Busine ssin Myanmar, The Asia Foundation, 5.

SME Development Center(2014), hittp://lwww.smedevelopme nicentergov.mm /
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