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This impact assessment was developed by the International Trade Centre (ITC) as part of its
support to the Government of Myanmar in the design of its National Export Strategy 2020-2025.

ITC is a joint agency of the World Trade Organization and the United Nations. As part of the
ITC mandate of fostering sustainable development through increased trade opportunities, the
Research and Strategies for Exports section offers a suite of trade-related strategy solutions
to maximize the development payoffs from trade.

Technical support was provided by Victor Deleplancque, Olga Khomula, Anushka Wijesinha,
Carlos Giriffin, Ruatpuii Cira, Floriana Borino and Charles Roberge.

This document has been developed as part of the Myanmar Trade and Investment Project
funded by the Government of the United Kingdom and implemented by ITC. The project aims
to promote inclusive and sustainable economic growth, and decent work for Myanmar citizens
through increased trade and investment.

The views expressed herein do not reflect the official opinion of ITC. Mention of firms, products
and product brands does not imply the endorsement of ITC. This document has not been
formally edited by ITC.

This document has been produced with the financial support of the Government of the United
Kingdom of Great Britain and Northern Ireland. The contents of this document can in no way
be taken to reflect the views of the Government of the United Kingdom.
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The outbreak of the COVID-19 pandemic has
hampered the global economy and it has rap-
idly penetrated Myanmar’s economic activities.
However, Myanmar has not yet seen the full im-
pact of the COVID-19 pandemic. This situation is
resulting in real economic consequences for our
country. Myanmar’s export industries are facing a
drastic drop in demand. At this stage, it is crucial
to propose rapid solutions to face the crisis and
provide support to national industries to keep them
on their feet.

The upcoming National Export Strategy 2020-
2025 (NES) provides a comprehensive roadmap
support to export industries, and it provides priority
activities on addressing needs of exporters facing
the impact of the COVID-19 pandemic. The NES,
in full alignment to the Comprehensive Economic
Relief Plan (CERP), now takes into consideration
our exporters’ priorities in terms of recovering from
COVID-19 pandemic, as well as their longer-term
objectives for reaching new markets.

This report emerging from the NES design pro-
cess presents the key global dynamics, and sum-
mary of exporters’ challenges since the beginning
of the outbreak. Many companies have faced de-
creased orders, rejection of orders, and many face
various uncertainties about the next few months.

The economic recovery will take time but we
strongly believe that this situation will open up new
opportunities for Myanmar economy and that we
will recover and become a stronger and more re-
silient state better able to adapt to a fast-changing
and evolving world.

| sincerely appreciate the effort of UMFCCI
and all the associations, companies, and indi-
viduals involved in making this report available. |
would like to express my gratitude to Trade and
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Investment proje

development initiative
of the United Kingdom and imp
International Trade Centre (ITC).

This digital publication of the COVID-19 impact
on export sectors confirms the commitment of
MYANTRADE, the Ministry of Commerce, and the
Government of Myanmar to support national in-
dustries, provide timely information and guidance
on the way forward for our country’s sustainable
growth.

Naw Mutakapaw

Director General

Myanmar Trade Promotion Organization
(MYANTRADE)

Ministry of Commerce

The Republic of the Union of Myanmar







TABLES OF CONTENTS

\

CONTENTS

ACRONYMS AND ABBREVIATIONS Vi

§3l§: 1

mgrSgoteazs mgrondagudea:aeeol 03ud-op & 3o ra0ndeaPd

=
w

§62&E&@N 2800820160200 MEPISE 0D§20EEEFEC00IFTPM
22§ 3 (% FPQPRS PR 20

C\?OG&)QCQJ(TSE{PSU&C (Q V) ﬁS@G 396:? 9
3200:0 waﬁ[:wcﬁespcrgg ................................................ 9

INTRODUCTION 13

COVID-19 IMPACT ON THE GLOBAL ECONOMY AND WORLD TRADE 15

CURRENT SITUATION IN MYANMAR’S KEY ECONOMIC SECTORS

AND TRADE SUPPORT FUNCTIONS 20
OVERALL IMPACT . oo e 20
ELECTRONICS AND ELECTRICAL MACHINERY . . . ..o 23
INFORMATION TECHNOLOGY SERVICES. . . . . ..o 26
FOOD PROCESSING . . . . .ot 28
FISHERIES . . 31
FOREST PRODUCTS . . . ettt e et e e e e e e 33
TEXTILES AND GARMENTS . . . 36
RUBBER . . .o 40
RICE. . 42
BEANS, PULSES AND OILSEEDS . . ... 44
TRADE IN A NEW REALITY . .o e 46

REFERENCES 48



Vi

COVID-19: IMPACT ON MYANMAR EXPORT SECTORS

FIGURES

Figure 1: GDP and GDP growth in Myanmar (constant prices), 2010-2021 (per cent)

Figure 2: Contribution to real GDP growth in Myanmar (year-on-year growth), 2013/
14 10 2017/18 (per cent)

Figure 3: Natural gas prices and exports of hydrocarbons in Myanmar 2010-2020
(US$ billions)

Figure 4: Impact of COVID-19 on Myanmar businesses, by sector
Figure 5: Top five buyers’ commitments for the second quarter of 2020, by sector

Figure 6: Estimated reduction of exports of intermediates by importing partner countries,
15 most impacted sectors (US$ millions)

Figure 7: Projected reduction of exports of intermediate inputs in the EEM sector
in Myanmar, top 10 most affected markets (US$ thousands)

Figure 8: Estimated reduction of exports of intermediate wood products
and vegetable materials due to supply chain disruption, by importing
partner countries (US$ millions)

Figure 9: Projected reduction of exports of intermediate apparel inputs from Myanmar,
top 15 most affected markets (US$ millions)

Figure 10: Projected export reduction due to supply chain disruption, by destination
(US$ millions)

Figure 11: Evolution of international rubber prices over the period June 2019
to May 2020 (US$ /kg)

Figure 12: Evolution of international rice prices May 2019 to May 2020 (US$ /ton)

16

16

18
21
22

23

24

34

37

41

4
43



Vii

BOXES

Box 1: Impact on oil and gas FDI

Box 2: COVID-19 impact on FDI in Myanmar

18
19

ACRONYMS AND ABBREVIATIONS

ANRPC Association of Natural Rubber Producing

ASEAN Association of Southeast Asian Nations

EEM
EU
FDI
GDP
GVC
HS
IMF
IT

Countries

electronics and electrical machinery
European Union

foreign direct investment

gross domestic product

global value chain

Harmonized System

International Monetary Fund
information technology

ITC
MoHS
MSMEs
NES
SMEs
T&G
TIR
WTO

International Trade Centre

Ministry of Health and Sports

micro, small and medium-sized enterprises
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COVID-19: IMPACT ON MYANMAR EXPORT SECTORS
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The ultimate economic impacts of the COVID-19
pandemic remain highly uncertain. Even in places
where social distancing measures successfully limit
the spread of the virus, the resumption of normal eco-
nomic activity depends on a number of factors, any
of which have the potential to cause delays of months
or even years.” These factors include the duration of
immunity, if any, for the recovered; the time needed to
develop and widely distribute antibody tests, therapeu-
tics and vaccines; the logistical and financial feasibility
of increasing and sustaining levels of medical equip-
ment, staff and facilities; and the development and
widespread adoption of protocols, equipment, tech-
nologies and legal/regulatory frameworks for tracking
and isolating the infected, and contact tracing.

At the same time, containment measures triggered
by the spread of the virus are having a large economic
impact. These measures include wide-ranging restric-
tions on transportation and labour mobility, as well as
plant closures and overall reduced activity, which are
spilling into global and regional supply chains through

7.— According to the study below form the Harvard T.H. Chan School
of Public Health, social distancing may be needed into 2022 to
avoid exceeding critical care capacities: Kissler, Stephen M. and
others (2020). Projecting the transmission dynamics of SARS-CoV-2
through the postpandemic period. Science, vol. 368, No. 6493
(May), pp. 860-868. Available from https://science.sciencemag.
org/content/368/6493/860.

different channels. These include a supply shock as
production falls due to significant supply chain disrup-
tions and cutbacks in many sectors, as well as demand
shocks caused by reduced purchases by both enter-
prises and households, amplified by the contraction
of available income. The economic uncertainty gener-
ated by the COVID-19 outbreak is leading to reduced
or delayed consumption of goods and services, and
delayed or foregone investment.

While these uncertainties do not allow confident as-
sertions about the pandemic’s consequences for trade
in Myanmar, it is nevertheless possible to:

1. ldentify unfolding consequences and options to
mitigate negative impacts

2. ldentify a range of possible consequences for
which contingency plans may be needed.

Considering Myanmar’s limited fiscal space, suc-
cessful management of the economic response to the
pandemic will require exceptional proactivity, crea-
tivity and coordination. Economic recovery should
be adjusted and resources reoriented based on the
emerging needs of industries and new opportuni-
ties. Consultation with chambers of commerce, sec-
tor associations, exporters and investors will provide
the information needed by Government to adjust its
response.


https://science.sciencemag.org/content/368/6493/860
https://science.sciencemag.org/content/368/6493/860
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As countries implemented quarantines and social
distancing practices to contain the spread of the vi-
rus, many cities and countries around the world went
into lockdown. The resultant collapse in activity hit
economies with unprecedented force and speed. In its
April 2020 World Economic Outlook, the International
Monetary Fund (IMF) projects global growth to fall to
-3% in 2020, a downgrade of 6.3 percentage points
from January 2020 (IMF, 2020). Growth in advanced
economies is projected at 6.1% while emerging and
developing economies —with normal growth levels well
above advanced economies— are projected to have
negative growth rates of -1.0% in 2020 (-2.2% exclud-
ing China) (IMF, 2020). Supported by policy actions
taken around the world to cushion the impact of the
crisis, global growth is projected to rebound to 5.8% in
2021. However, economic activity will remain below the
level initially projected before the COVID-19 outbreak.

©ITC

While the full extent of the COVID-19 impact on
Myanmar is yet to be seen, the country is expected
to suffer economically as a result of reduced domes-
tic consumption and a downturn in trade. Economic
growth is expected to drop to 1.8% in 2020 (IMF esti-
mates —see Figure 1). In particular, Myanmar will likely
be hit by the sudden slowdowns— and associated fall
in foreign direct investment (FDI) —observed in the
services and industry sectors which were driving the
structural transformation of the economy. The econom-
ic downturn will also inevitably contribute to reducing
domestic consumption, which remains the main driver
of economic growth in Myanmar (Figure 2). The an-
ticipated increase in unemployment and subsequent
contraction of available income will also lead to lower
household consumption. The IMF anticipates a rapid
economic recovery over the medium term as gross do-
mestic product (GDP) growth is expected to rebound
to 7.56% in 2021.
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Figure 1: GDP and GDP growth in Myanmar (constant
prices), 2010-2021 (per cent)
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Source: IMF, World Economic Outlook, October 2019 and April 2020.

While all industries have been affected, the manufac-
turing sector has been hit particularly hard by lockdown
measures. According to the United Nations Industrial
Development Organization, global manufacturing out-
put growth registered a sharp decline of 6.0% in the
first quarter of 2020. This is the first decline of such
magnitude since the financial crisis of 2008/09.° During
the first quarter of 2020, China, the world’s largest man-
ufacturer, registered an unprecedented decline in man-
ufacturing output of 14.1% (United Nations Industrial
Development Organization, 2020). As the majority of
countries halted their economic activities from March
2020 onwards (China went into lockdown sooner), a

8.— United Nations Industrial Development Organization (2020).

World Manufacturing Production: Statistics for Quarter I, 2020.

Available from: https://stat.unido.org/content/publications/world-
manufacturing-production#: ~:text=Global %20manufacturing %20
output%20growth%20has, motivated %20by %20COVID%2D19%20
pandemic.&text=The%20global%20outbreak %200f%20COVID,the %20
first%20quarter%200f%202020..

Figure 2: Contribution to real GDP growth in Myanmar
(year-on-year growth), 2013/14 to 2017/18 (per cent)
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Source: ITC calculations based on Myanmar Planning Department data.

massive decline in manufacturing output is expected
in industrialized economies and in most develop-
ing countries in the second quarter of 2020 (United
Nations Industrial Development Organization, 2020).

Plummeting manufacturing output in industrialized
countries translated to severe supply-side disruptions
in the domestic manufacturing sector in Myanmar.
As the COVID-19 outbreak is hitting major industrial-
ized countries, including China, the United States and
European Union (EU) Member States, direct supply
disruptions are hindering manufacturing production. A
supply chain contagion effect is amplifying this direct
supply shock as manufacturing sectors in less affected
nations such as Myanmar find it harder to acquire the
necessary imported industrial inputs to manufacture its
export products. This is especially impacting the tex-
tile and garments (T&G) industry in Myanmar because
over 90% of raw materials for cut-make-pack garment
activities are imported from China.

g

MYANMAR STREET R, DOWELL-MYANMAR STREET (109 of 117).jpg
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The COVID-19 pandemic repres
unprecedented disruption to wc

International trade is one of the leading mechanisms
through which the virus damages domestic economies
and spreads internationally (Baldwin and Tomiura).®
By their very nature, trade flows are susceptible to de-
mand and supply shocks, as purchases in one country
and production in another may fluctuate significantly.
In addition to these shocks, the COVID-19 outbreak is
generating global economic uncertainty which has al-
ready translated into contracted global demand, raising
the likelihood of a global recession.!®

As production and consumption are scaled back
across the globe, the COVID-19 outbreak led to
a 3% drop in global trade values in the first quarter
of 2020 (United Nations Conference on Trade and
Development, 2020). This downturn is expected to ac-
celerate during the second quarter of 2020 because
most of the impact of measures to halt the spread of
the pandemic will affect global trade then, with an es-
timated quarter-on-quarter decline of 26.9% (United
Nations Conference on Trade and Development, 2020).
In 2020, world merchandise trade is set to plummet
by between 13% and 32% (World Trade Organization
(WTQO), 2020). This broad range reflects the high un-
certainty regarding the duration and gravity of the pan-
demic. Estimates of the expected recovery in 2021 are
equally uncertain, with outcomes depending largely on
the duration of the outbreak and the effectiveness of
policy responses (WTO, 2020)."

This economic downturn, exacerbated by the expo-
sure of Myanmar to the slowdown in China, is likely to
have a major and long-lasting impact on the economy
of Myanmar.

Weaker regional and global demand will result in
a deceleration of export growth in Myanmar. A de-
cline in global demand is inevitable as advanced
economies, hit hard by COVID-19, fall into a reces-
sion (hardest-hit nations include the G7 plus China).
Demand-side shocks in these economies, especially
China, Myanmar’s largest trading partner, will spill over
to the Myanmar economy via trade and production
links because imports will fall. Export earnings in key

9.— Baldwin, Richard E. and Eiichi Tomiura (2020), Thinking ahead
about the trade impact of COVID-19. In Economics in the Time of
COVID-19, Richard E. Baldwin and Beatrice Weder Di Mauro, eds.
Geneva: VoxEU.

10.— The World Economic Outlook published by the IMF in April 2020
projects global growth in 2020 to fall to -3%.

11.— World Trade Organization (2020). Trade set to plunge as COVID-19
pandemic upends global economy, 8 April.

Available from www.wto.org/english/news_e/pres20 e/pr855 e.htm.

strategic sectors including natural gas, tourism, T&G
and agricultural products are therefore likely to be se-
verely impacted in the short-to-medium term.

Movement restrictions and border closings have
resulted in a fall in border trade, especially for agricul-
tural products exports. Strong cross-border links with
China, Myanmar’s largest trading partner (capturing
about half of all agricultural products exports) will result
in significant adverse effects in the short run, especially
for commodity exporters. Myanmar exporters of perish-
able raw materials such as fresh fruit and vegetables
and livestock have been particularly impacted. In ad-
dition, stricter food safety requirements from importing
countries should be expected as cross-border trade
gradually resumes. China has already been introduced
more stringent phytosanitary import requirements and
controls which could severely impact trade, includ-
ing informal trade. Other key trading partners in the
Association of Southeast Asian Nations (ASEAN) re-
gion are also expected to tighten such measures and
inspections.

The fall in exports causes financial distress for
exporters. Delays in receiving payments, buyers re-
questing extended credit periods, and potential order
cancellations or buyer defaults are causing major fi-
nancial problems. Companies may shut down due to
the lack of demand while still having to pay workers
and service debt, with the consequence of mass bank-
ruptcies among households and firms.

The drop in hydrocarbon prices is a double-edged
sword, reducing Myanmar’s external oil bill while de-
creasing the revenues generated from natural gas
exports. Brent oil prices have dropped dramatically fol-
lowing the contraction of global demand, from about
US$65 per barrel in early January 2020 to as low as
US$20 in April 2020, its lowest level ever. In early June
2020, Brent oil futures recovered to US$40 as investors
factored in the reduced lockdowns in most countries
and resulting expectations of higher demand for oil.
Similarly, natural gas prices hit record lows, with little
demand support on the horizon. While declining hydro-
carbon prices may provide some relief and reduce the
country’s oil expenditure as well as moderating infla-
tion, it will also deeply impact the country’s natural gas
exports (Figure 3).


http://www.wto.org/english/news_e/pres20_e/pr855_e.htm
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Figure 3: Natural gas prices and exports of hydrocarbons in Myanmar 2010-2020 (US$ billions)
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Box 1: Impact on oil and gas FDI

Low oil and gas prices threaten new and existing FDI projects in Myanmar, as well as public revenue from natural gas sales and
the tender of new blocks. The oil and gas sector is Myanmar’s most attractive by value, accounting for 37% of total FDI inflows
between 2011 and 2018." The fall of global petroleum prices will discourage output by existing projects, reduce Government
revenues from natural gas exports and pause new exploration. It will also force the Government to choose between proceeding
with a planned tender of 33 new blocks at likely discounted prices or waiting and postponing revenue. During any downturn in this
sector’s investment and production, the Government can still strengthen the sector for FDI and improve its potential to generate
revenue for the public budget.

1.~ ITC calculations based on Myanmar Directorate of Investment and Company Administration and fDi Markets data for the period
January 2011 to September 2018.

The appreciation of the Myanmar kyat negatively
impacts the competitiveness of Myanmar exports.
Because of the uncertainty surrounding the global
financial market, the local currency is strengthening
against the United States dollar and the euro. The ap-
preciation of the kyat makes Myanmar exports rela-
tively less competitive and could lead to a reduction
in export earnings. However, this impact is likely to be
partly offset by the decrease in the real cost of import-
ing commodities and raw materials for manufacturing.
More generally, increased financial volatility may affect
the region’s economies through capital (both equity
and bond markets), credit and foreign exchange chan-
nels. It may also become harder in the short term to ob-
tain dollar credit for trade transactions, due to intense
risk aversion by financial markets. Counterpart banks
overseas will raise their risk radar and turn off providing
counterpart facilities to some Myanmar banks and this
will affect domestic traders.




19

Box 2: COVID-19 impact on FDI in Myanmar

Major disruptions in FDI into Myanmar are to be expected as the outbreak affects views on future business activity. A number of
FDI projects are expected to be suspended or postponed as a consequence of drops in aggregate demand, amplified by uncertainty
and resulting in investment delays by firms. Major decline is likely in the tourism sector, due to the current and anticipated delayed
impact of travel restrictions. Investment projects in the natural gas sector will also likely be stifled as the drop in hydrocarbon
prices will inevitably discourage investment in the short-to-medium term. Investments in the T&G industry, mainly originating
from China, are also likely to halt, at least in the short run.

The T&G industry, Myanmar’s most attractive sector for FDI (by number of projects), is at major risk of collapse, threatening
350,000 jobs. Fully 30% of Myanmar’s announced FDI projects between 2011 and 2018 were in garment assembly.! T&G is a
globally diffuse sector with high sensitivity to lead times and cost efficiencies, particularly in the low-margin segment occupied
by Myanmar.

The halt to tourism virtually eliminates the near-term potential to attract hotel operators, deprives food businesses of demand, and
deprives Myanmar of an important image-building tool. The Asian Development Bank estimates that Myanmar will see a decline
in tourist revenue of US$53 million per month, at least until September 20202

Food and agribusiness offer the best opportunities to FDI but require Government intervention. Food has perhaps the most stable
demand of any good during the pandemic. Consumer demand within Myanmar and regionally persists, particularly for rice, fruits,
vegetables and oilseeds in southwest China; grains and seafood in Thailand; and vegetables in India. FDI projects in Myanmar’s
food and agribusiness sector, existing and planned, remain attractive in principle. However, investors deciding whether to proceed
with a project or divert their resources elsewhere will place a premium on predictability of supply chains, distribution channels
and trade logistics.

FDI'in critical infrastructure is at risk of long delays and potentially cancellation. Infrastructure projects undertaken as part of the
China-Myanmar Economic Corridor may be paused for months to years or even abandoned. The most immediately anticipated
projects include the Kyaukphyu deep sea port, the Muse—Mandalay railway, the New Yangon Development Project, three border
economic zones in Kachin and Shan states, the Myitsone hydropower project and the Kyaukphyu-Kunming railway line. Most of
these already faced considerable challenges in terms of local buy-in, environmental concerns and potential to aggravate regional
tensions.

FDI will not return to Myanmar as quickly as it leaves. In a period of nascent economic recovery, even cash-flush investors are
likely to be more cautious than before the pandemic, building stronger safety nets in case of a pandemic resurgence and waiting
for signs that the economic recovery is real and sustained.

Myanmar’s Union Government, possibly through the Myanmar Investment Commission’s Monitoring and Working Group for
COVID-19 economic impacts, should aim to keep abreast of developments in leading export markets and FDI source countries.

1.—ITC calculations based on Myanmar Directorate of Investment and Company Administration and fDi Markets data for the period
January 2011 to September 2018.

2.— Asian Development Bank (2020). ‘The Economic Impact of the COVID-19 Outbreak on Developing Asia’. ADB Briefs, No. 128, 6
March. Manila: Asian Development Bank. Available from www.adb.org/sites/default/files/publication/571536/adb-brief-128-economic-
impact-covid19-developing-asia.pdf.


http://www.adb.org/sites/default/files/publication/571536/adb-brief-128-economic-impact-covid19-developing-asia.pdf
http://www.adb.org/sites/default/files/publication/571536/adb-brief-128-economic-impact-covid19-developing-asia.pdf
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CURRENT SITUATION IN
MYANMAR'S KEY ECONOMIC
SECTORS AND TRADE
SUPPORT FUNCTIONS

Overall impact

Most export sectors are —and will be— affected by
the COVID-19 crisis and post-recovery period. An in-
direct impact of the pandemic will be seen in changed
consumer behaviour in buying, eating and travelling;
more challenging market access for companies; dif-
ficulties complying with stricter food safety and hygiene
requirements; logistical problems with transportation
and border restrictions; digitization and changing of
manufacturing practices, to name a few.

Guidelines and prevention measures for factories
and worksites issued by the Ministry of Health and
Sports (MoHS) on 30 March and 19 April 2020 are im-
pacting most sectors. These require companies to ar-
range shifts, apply social distancing requirements and
assign costs for preventive measures (masks, gloves,
washing areas, thermo-scanning and transportation
arrangements).

Ministry of Labour, Immigration and Population fac-
tory and worksite reopening conditions require compa-
nies to demonstrate compliance with MoHS guidelines.
This will delay various operations, as the factories can-
not be open before an inspection is completed and
permissions granted. While awaiting inspection teams,
all payments need to be continued without production
being possible.

After shutting down during the Thingyan holiday period,
factories across the country were required to suspend
operations for an additional 10 days and to introduce vi-
rus preventive measures for workers in line with the in-
structions of MoHS. On 19 April, the Ministry of Labour,
Immigration and Population announced that factories were
only allowed to reopen after the Thingyan holiday period
once COVID-19 preventive measures set by MoHS had
been introduced and an inspection conducted.

COVID-19 impact on Myanmar export sectors

A survey assessing the impact of COVID-19 on ex-
port sectors was conducted in May 2020. A total of
266 companies across the National Export Strategy
(NES) priority sectors responded to the survey, with a
minimum 20 respondents per sector. Key findings are
presented below.

® Nearly 30% of businesses were strongly affected,
while 46% were moderately affected. The tourism
sector was affected the most, followed by the T&G
sector (

® Figure 4). The rubber sector, almost entirely depend-
ent on its export activities for revenue generation, is
also strongly impacted. Smaller entities also appear
to be significantly more affected.
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The survey shows that 50% of Myanmar companies
faced reduced demand from their top five custom-
ers, while 18% had to cope with cancelled or re-
turned orders (see figure 5).

More than half of companies anticipate orders will
decrease in the three months following the survey.
Among them, 19% expect a severe decline of more
than 20%. There are also signs of uncertainty asso-
ciated with the global economic downturn, as 36%
of the businesses could not confirm their order book
for the following three months.

Some 40% of the companies interviewed reported
having difficulty exporting their products as a con-
sequence of the crisis. Purchasing inputs was also
challenging in 34% of cases, whether sourced from
abroad (18%) or domestically (16%).

Delays due to increased border checks/closures
have affected more than half of the surveyed busi-
nesses operating internationally. Other major pro-
cedural issues cited include additional sanitary
regulations and procedures (22%) and difficulties
in logistics arrangements and shipping (20%).
Among the Government measures to help cope
with the crisis, ‘tax waivers or temporary tax breaks’
(26%), ‘financial programmes’ (24%) and ‘rent sub-
sidies or waiver/postponement of utility bills’ (18%)
were the three most preferred measures. This out-
come highlights the financial distress caused by
COVID-19 and the need for a financial/fiscal stimu-
lus package to cushion the impact.

YangonContainerPort,YANGONContainerPort _ Pégina 06 _Imagen _ 0001.jp0

Figure 4: Impact of COVID-19 on Myanmar businesses, by sector
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Figure 5: Top five buyers’ commitments for the second quarter of 2020, by sector
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Note: Respondents were asked ‘Have your top five customers committed to any of the following for the next quarter?” (Multi-select).
Source: ITC calculations based on Myanmar COVID-19 Impact Survey. Data collected 9—26 May 2020.

Anticipated r

According to an forecasting analysis of global value
chains (GVCs) for manufacturing conducted by ITC
and assuming a two-month shutdown in all partner
countries due to COVID-19, the projected reduction in
exports of intermediate inputs from Myanmar amounts
to US$137.6 million."”” The apparel sector is by far the
most impacted industry, alone accounting for 20.0%
of the expected reduction in exports with an anticipat-
ed loss of US$27.6 million (see Figure 6). Other NES
sectors have been severely hit by the crisis, including
natural latex and rubber (accounting for 13.5% of total
disruption with a US$18.6 million reduction in exports
of intermediates), wood products and vegetable ma-
terials (12.2%; US$ 16.8 million) and electronic equip-
ment (2.7%; US$ 3.7 million).

12.— This analysis focuses on exports/imports of manufacturing
inputs within supply chains, defined as inputs used in production
located in at least three countries (or crossing two borders).
Excluded from this analysis: final goods, inputs that go into final
goods, and inputs that go into goods that are sold domestically. The
analysis is further narrowed within supply chains by evaluating the
initial direct shock to manufacturing inputs. The initial shock refers to
the first wave of the shock, caused by Government-ordered factory
shutdowns in partner countries to ensure social distancing to prevent
the spread of the coronavirus. Only the manufacturing sector is
considered in this analysis.

Pictures for Brochures, EEM 5.jpg

According to this analysis, trade disruption with
China is responsible for more than 47% of the total
anticipated reduction of exports of intermediates from
Myanmar, especially affecting sales from the rubber,
apparel, chemicals and minerals sectors. Responsible
for an anticipated loss of US$24.3 million, the EU —in-
cluding the United Kingdom- is the second largest
source of disruption, of which 57% concerns exports
of inputs from the apparel industry.
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Figure 6: Estimated reduction of exports of intermediates by importing partner countries,
15 most impacted sectors (US$ millions)
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An initial brief assessment of the COVID-19 impact
on key sectors is presented hereafter.

Electronics and electrica

In Myanmar’s electronics and electrical machinery
(EEM) sector —an emerging industry with great po-
tential— COVID-19 caused sharp supply shortages
for imported inputs, followed by a demand collapse
that triggered order cuts and cancellations. Labour
constraints due to the lockdown and logistics difficul-
ties affected factory operations but these have gradu-
ally eased. Beyond the immediate demand shock, the
medium-term outlook for the sector remains promis-
ing, with greater demand for digitization following
COVID-19. With supply chain de-risking efforts likely
to accelerate across Asia, Myanmar must focus on
improving investment climate conditions to attract FDI
that is now looking for new locations. Meanwhile, a
focus on building domestic capabilities by leveraging
public procurement opportunities, particularly in the
energy sector, could become a key priority in helping
the industry overcome the fallout of the crisis.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S ELECTRONICS AND
ELECTRICAL MACHINERY SECTOR

The EEM industry, whose operations are globalized
and rely on production inputs from a handful of coun-
tries, including China, was most exposed to the initial
supply chain disruptions triggered by COVID-19. EEM
production was halted because of the logistics slow-
down and unavailability of the workforce across the
globe. Measured by the Grubel-Lloyd index'? of intra-
industry trade (i.e. supply chain connectivity), China’s
integration in GVCs for electrical machinery is a high
0.425. According to the Electronic Components

13.— The Grubel-Lloyd index is a measure of the intra-industry trade that
takes place between countries within an industry. A score would equal
zero if a country only exports or imports a particular good, and a score
would be one if a country imports exactly as much of that particular
good as it exports.

14.— United Nations Conference on Trade and Development (2020).
‘Trade and Development Report Update: Global Trade Impact of

the Coronavirus (COVID-19) Epidemic’, 4 March. Available from
https://unctad.org/en/PublicationsLibrary/ditcinf2020d1.pdf.
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Industry Association —a global industry group— as
many as 60% of respondents to their member survey
report that they do not have ‘adequate visibility on the
supply chain and are unable to quantify the impact of
the crisis’"®

In the Myanmar COVID-19 impact survey,'® 67% of
respondents reported their business was ‘moderately’
or ‘strongly’ affected by COVID-19, and 62% of firms
reported difficulties importing inputs from abroad.
Among them, over three-quarters (77%) indicated fac-
ing this during March and April and beyond, while less
than a quarter (23%) reported that they had not faced
difficulties earlier but had begun to since mid-May.
Industry consultations indicated that while there were
sufficient supplies up to the Thingyan holiday period,
afterwards foreign and domestic supply chain short-
ages occurred.

Demand shocks followed the supply-side shocks.
As the outbreak spread and most countries went into
lockdown, demand in key markets for Myanmar —i.e.
Japan, China, Hong Kong (China), Singapore, the
Republic of Korea, Europe, the United Kingdom and
the United States— collapsed. The shutdown of retail

15.— Control Engineering (2020). Survey on impact of COVID-19 on
electronics industry released, 28 March. Electronic Components
Industry Association. Available from https://www.controleng.
com/articles/survey-on-impact-of-covid-19-on-electronics-industry-
released/.

16.— Myanmar Covid-19 Impact Survey by ITC. Data collected from 266
total respondents 9-26 May 2020.

shops and showrooms, as well as many e-commerce
companies pausing the delivery of non-essential items
(including most electronics products), is affecting de-
mand. According to the survey, 38% of companies
reported a reduction in their order book of more than
10%. Industry players report that customer orders
up to June are being fulfilled and some new orders
came in due to shifts from regional locations like the
Philippines and Malaysia, as factories there remained
shut. Beyond June, the outlook seems uncertain as
a majority of survey respondents (48%) were unable
to indicate the outlook for orders. Overall, demand is
expected to be subdued for the next 12 months.

GVC analysis provides some quantitative indications
of the impacts of EEM sector disruption. Assuming a
two-month shutdown in all partner countries, the pro-
jected reductions in Myanmar’s exports of electrical
machinery and electronic equipment (as intermedi-
ates) amount to US$5 million and US$3.7 million re-
spectively, across Harmonized System (HS) 85 and 84
product categories. The expected impacts are mainly
to the markets of China, Japan, Malaysia, Thailand,
Singapore, the United States, Hong Kong (China),
Viet Nam, Germany, Indonesia, the United Kingdom,
Chinese Taipei and the Republic of Korea.

In the domestic market, manufacturers have noted
that demand has remained buoyant but retail and dis-
tribution have been affected. Although there has been
some trend towards online purchases, this has been
limited for goods in this sector.

Figure 7: Projected reduction of exports of intermediate inputs in the EEM sector in Myanmar,
top 10 most affected markets (US$ thousands)
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The impact on operations has been driven by not
only the shortage of raw materials from abroad but also
domestic lockdown conditions. There have been some
labour supply shortages because workers from differ-
ent states have not yet returned in full back to Yangon
and areas with EEM factories. Some 38% of survey
respondents reported temporarily reducing employ-
ment but none indicated workers had been laid off.
An overwhelming 65% of respondents also indicated
that they did not envisage business closure, while 10%
and 15% expected closure in one and three months,
respectively.

Factories must strictly adhere to Government orders
prior to restarting production. Ministry of Labour teams
inspect and then provide formal clearance to recom-
mence operations. In some cases, factories have been
shut for between three days and one week until this
inspection is done and clearance granted. Industrialists
have reported a sharp increase in costs — 15%—-20%
—associated with COVID-19 safety measures such as
extending production lines and installing plastic divid-
ers (to enable social distancing), as well as renting pri-
vate transport for workers. Government officials have
observed that some less well-resourced factories have
not been able to adjust to the new requirements and
follow Government guidelines for reopening.

Trade logistics have also been difficult. Air cargo
capacity has been cut due to the reduced number
and suspension of flights. The COVID-19 impact sur-
vey revealed that 21% of reported cases were delays
due to increased border checks and border closures,
while 14% were difficulties in logistics arrangements
and shipping.

OUTLOOK FOR THE ELECTRONICS AND
ELECTRICAL MACHINERY INDUSTRY:
RISKS AND OPPORTUNITIES

In the short term, all discretionary spending will de-
cline, affecting products in the EEM space. However,
because electronics offer several benefits as an
enabler and a meta resource, increased use of cell
phones; information, communications and technologi-
cal equipment; servers; hand-held devices and scan-
ners is to be anticipated in the near future. For instance,
Myanmar’s existing competency in manufacturing tem-
perature sensors for household kitchen appliances
could be leveraged to cater to the medical sector, as
temperature checks are becoming ubiquitous glob-
ally. Meanwhile, the electrical equipment sector caters
mainly to two areas, i.e. infrastructure (which is depend-
ent on Government spending, for instance on electri-
fication programmes) and real estate development
(which will most likely stay subdued for some time).

Appetite for new investments is unlikely to grow in
the near future as existing global capacities are already
underutilized and firms focus on conserving cash.
Domestic players observed that investors are reluc-
tant to engage in expansion plans to take advantage
of supply chain shifts, instead adopting a wait-and-see
approach. Moreover, there is a likelihood of dumping
practices by countries with large excess capacity once
production and exports fully resume; a concern that
Myanmar’s industry and Government authorities must
guard against.

In the medium term, though, renewed investor appe-
tite to find alternative and additional production bases
is to be anticipated, as part of an active supply chain
risk diversification and de-concentration strategy. The
exclusive focus on cost efficiency in the supply chain
is making way for a focus on resilient supply chains. A
key feature of this will be risk mitigation and geographi-
cal diversity. For instance, a ‘China + 1’ strategy could
be adopted by manufacturers, which refers to the prac-
tice of international businesses active in China coupling
their investments with a second facility, generally in an-
other Asian economy. This could be an opportunity for
Myanmar to position itself as a viable manufacturing
and export destination in this sector but will require ear-
ly implementation of the recommendations contained
in the Myanmar NES 2020-2025. The country has stra-
tegic geographical, social and economic advantages
that need to be leveraged without delay as the oppor-
tunity window is short and the competition fierce.

Globally, assembly and manufacturing activities in
the EEM industry could be subject to a shift closer to
final markets and to large finished goods manufactur-
ers. Therefore, as India and China are expected to con-
tinue to dominate the final goods markets, Myanmar
should aim to invite a few key brands and anchor firms
to invest and assemble in the country. The upstream
and downstream supply chains, at least partially, would
follow the leaders.

As the next round of minimum wage negotiations
edge closer, new pressure will emerge. Industrialists
are concerned that cost pressures they face may not
be sufficiently taken into consideration in deciding the
new wage rates. A truly collaborative and evidence-
based process would need to be adopted to protect
both firms and workers.

ELECTRONICS AND ELECTRICAL
MACHINERY SECTOR’S IMMEDIATE
RESPONSES TO THE PANDEMIC

Among the Government measures introduced
to cope with the crisis, ‘tax waivers or temporary
tax breaks’ was the most popular among surveyed
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companies (33%), indicating a need to identify so-
lutions to ease the financial burden faced by EEM
businesses.

To provide a rapid response to industry’s develop-
ment, the following interventions should be prioritized.

1. Protecting the health of workers while production
activities get back up and running should be a
primary focus of industry players and Government
authorities alike. Most factories have adopted new
hygiene measures, introduced private transport for
workers, adjusted factory floor plans to adhere to
social distancing. The Government may need to
consider an income tax double deduction on the
additional costs incurred by firms.

2. Provide advice to businesses on how to manage
production and productivity to adjust to likely
changes in supply chain dynamics. Priority focus
training areas would include top management
on reworking business models for more digitized
supply chains, and capacity-building of manage-
ment teams on quick response manufacturing and
improving manufacturing competitiveness.

3. Some economic relief measures would need a
closer look if they are to benefit the sector. The
current tax deferral scheme (monthly commercial
and income tax deferred to September 2020) is pur-
portedly aimed primarily at small and medium-sized

Information technology

Myanmar'’s information technology (IT) sector has
played a critical role in the country’s COVID-19 re-
sponse and recovery efforts. This has ranged from
enabling working from home to developing contact-
tracing apps to stem the spread of the virus, to leverag-
ing e-commerce to meet consumer needs during the
lockdown period. Yet the industry is facing a challeng-
ing time as new contracts will shrink in the short term,
resulting in critical cash flow constraints that existing
financial relief schemes are only partly covering. The
outlook is nevertheless bright for the IT services sector,
with many opportunities emerging due to a heightened
focus on digitization brought on by the pandemic. In
order to fully take advantage of these opportunities,
Myanmar needs to focus on strengthening its informa-
tion security and privacy credentials, craft and promote
a strong sector destination brand, double down on im-
proving soft skills, and ensure tax and regulatory con-
cerns are quickly resolved.

enterprises (SMEs). The scope of the scheme may
need to be expanded to larger entities. Additionally,
there is a need to consider a grace period or in-
stalment scheme for payment of deferred income
taxes.

4. Public procurement can provide vital leverage for
domestic firms to enhance their abilities. Industry
players have repeatedly advocated for reconsid-
ering procurement rules and reforming tender
processes (legal and commercial terms) to make
reputed domestic players more eligible for public
contracts, especially in the growing energy sector.

5. The focus on establishing industrial standards
and enhancing quality testing and certification will
enhance Myanmar’s international attractiveness for
EEM manufacture.

6. Start-ups and innovative ventures must be encour-
aged to take advantage of the new medium-term
opportunities in the EEM market brought on by
the heightened demand for digitization. In par-
ticular, young people entering the sector must be
promoted.

7. Industry stakeholders reiterated that the formation
and active involvement of a Sector Development
Committee is more important than ever, in order to
build strong public—private coordination to handle
all matters relating to the sector’s recovery from the
COVID-19 crisis.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S IT SERVICES SECTOR

While the services sector will be heavily impacted
by COVID-19, the WTO nevertheless noted that ‘some
services may benefit from the crisis’, with reference to
the IT services sector. The WTO further observed that
‘demand [...] has boomed as companies try to enable
employees to work from home and people socialize
remotely’.’” Businesses in diverse sectors and of di-
verse sizes have come to rapidly rely on digital tech-
nology practically overnight as the pandemic triggered
lockdowns, curfews and stay-home orders around
the world.

The global economic fallout of COVID-19 is hav-
ing obvious impacts on the cash flow of clients of IT

17 — World Trade Organization (2020). Trade set to plunge as COVID-19
pandemic upends global economy, 8 April. Available from www.wto.
org/english/news_e/pres20_e/pr855 e.htm.
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services exporters around the world. There is an on-
going slowdown and softening of export services and
product sales as all end markets are dealing with the
immediate shock and undoubtedly postponing pur-
chases. Industry experts anticipate a cut of 30%—-40%
in sales, globally, over the next six months. Industry
sources further observed that there have been tempo-
rary shutdowns of some businesses, some temporary
reduction of salaries and probable reduced employ-
ment in the short term.

Myanmar firms in the sector reported that their cli-
ents are focusing on controlling capex and conserving
cash. IT services firms are consequently affected as
clients are reducing person days/hours contracted and
delaying or suspending outstanding payments due to
cash flow issues. Customized work that customers had
already allocated budgets for has been largely unaf-
fected but the concern is that new customers have
been non-committal and undecided, putting new con-
tracts on hold.

From the outset, IT services firms in Myanmar have
taken the right steps to ensure the safety of their staff,
enabling them to work from home wherever possi-
ble. Industry players noted that even once lockdown
measures are eased, they will continue remote work
for some time to avoid any risk of COVID-19 cases and
subsequent office shutdown. Most businesses have
adopted business continuity plans in the event that a
patient is found among the workforce, and have split
teams into two groups that work on alternate days.

New trends and responses have emerged in the
domestic landscape as businesses have embraced
various online cloud platforms and remote meeting
tools. The Myanmar Computer Federation worked
closely with Government and formed a ‘COVID-19 Tech
Support Team’, comprised largely of volunteer tech
talent. There has also been some new online content
development, especially in the e-learning space. The
MICT Park in Yangon has offered 20% rent subsidies
for all tenants, and the Government concessionary loan
scheme is operational for micro, small and medium-
sized enterprises (MSMEs), albeit no specific scheme
is available for the IT sector.

OUTLOOK FOR THE IT SERVICES
SECTOR: RISKS AND OPPORTUNITIES

There will be heightened domestic demand for
digital commerce and remote operations-related
IT products and services in the medium term. The
COVID-19 crisis has accelerated demand for digital
transformation, especially among legacy businesses.
Digital transformation projects that save costs for busi-
nesses will remain important as businesses focus on

consolidation, survival and driving new competitive-
ness.'® Even as capex budgets are slashed in the short
term, digital transformation projects that can demon-
strate financial benefits and quicker return on invest-
ment will be prioritized by some clients.

The disruptive effects of COVID-19 have under-
scored the need to move to digital-friendly business
models for many industries.'® Many industries will want
to accelerate their digital transformation initiatives to
recover lost time, to lower the cost of customer service
and to de-risk their traditional business models. To sur-
vive the crisis, firms globally will need to increase their
productivity, in particular through the development of
automated systems and by making staff remote-ca-
pable. Most global jobs will first move from in-person
to remote-domestic, and in time they will go from re-
mote-domestic to remote-overseas. Myanmar must be
ready to position itself as a high value—low cost option
to capitalize in areas of focus. Moreover, as noted in a
recent report by Deloitte Consulting, ‘most organiza-
tions do not have a tech stack in place for a reliable
business continuity plan. Due to enhanced remote
work scenarios, IT departments will play a larger role
in future business continuity plans and will need help
from IT service providers in specialized software, set-
ting up a resilient, flexible and secure network, disaster
recovery systems and IT security’.?° All these throw up
new opportunities for Myanmar IT services firms, some
of which already provide similar services to clients in
Japan, Singapore and Europe.

In the medium term, the IT services sector worldwide
is expected to be shaped by the emergence of sev-
eral trends to which Myanmar firms will have to adjust
rapidly:

*® Virtualization of events, activities and interactions
driving higher demand for digitization services

® Acceleration of automation of processes and services

® Heightened focus on and demand for customer in-
timacy/centricity

® Acceleration of digital transformation by legacy busi-
nesses (e.g. Japan, Europe).

18.— Ayan Pramanik (2020). Digital transformation deals may

weather COVID-19 storm: Analysts. The Economic Times,

14 April. Available from https://economictimes.indiatimes.
com/tech/ites/digital-transformation-deals-may-weather-
covid-19-storm-analysts/articleshow/75126016.cms?utm_
source=contentofinterest&utm_medium=text&utm_campaign=cppst.
19.— Sengupta, Chirajeet (2020). Drifting the Curve: Three Opportunities
for Service Providers in a Post-COVID-19 IT Services Industry. Everest
Group, 31 March. Available from www.everestgrp.com/2020-03-drifting-
the-curve-three-opportunities-for-service-providers-in-a-post-covid-19-it-
services-industry-blog-.html.

20.— Deloitte (2020). Understanding COVID-19’s impact on the
technology sector, 25 March. Available from https://www2.deloitte.
com/global/en/pages/about-deloitte/articles/covid-19/understanding-
covid-19-s-impact-on-the-technology-sector-.html.
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IT SERVICES SECTOR’S IMMEDIATE
RESPONSES TO THE PANDEMIC

Among the Government measures introduced to
cope with the pandemic, ‘tax waivers or temporary tax
breaks’ was the most popular among surveyed com-
panies in the IT sector (33%), followed by ‘rent subsi-
dies or waiver/postponement of utility bills” (20%). This
indicates that, while economic prospects are bright,
businesses from the sector have nevertheless suffered
during the lockdown period.

To provide a rapid response to support the sector’s
development, the following interventions should be
prioritized.

1. Government relief measures need to be adjusted
to the industry’s needs. Several stakeholders
noted that the existing relief programmes are not
well suited to IT businesses and reiterated the need
for immediate payroll financing as well as project
financing in the medium term to ease current
cashflow issues and prepare for the next stage of
growth.

2. Privacy and information security need to be an
industry-wide concern that receives Government
support. Several entrepreneurs in the sector noted
that customer concerns on intellectual property,
data privacy and information security have height-
ened due to the current work-from-home condi-
tions. While individual firms have been seeking legal
advice on data privacy and convincing customers
that Myanmar has the legal tools to deal with their
concerns, more systematic measures need to be
taken to strengthen this area. The industry can learn
from the case of India, where efforts to address
global customers’ concerns around privacy and
data protection were tackled by the private sector

Food processing

Food products being essential items, the demand
shock triggered by Government measures to halt the
spread of the pandemic all over the world was less
severe than for other non-essential items. The indus-
try was nevertheless severely affected by supply chain
disruptions for some products and the impossibility for
a number of food processors of sourcing necessary
ingredients for the manufacture of processed food.
From a demand perspective, once past the panic buy-
ing phenomenon at the start of the outbreak, sales of
processed food fell due to lockdowns and closure of

itself through the ‘India INC’ campaign, led by their
industry body, the National Association of Software
and Services Companies. The Government could
consider tax rebates for security and quality audits
as well as for obtaining certifications for informa-
tion security management and IT governance in
enterprises.

3. In order to capitalize on new opportunities in the
area of digitization services, workers from the IT
services industry in Myanmar would need to ac-
celerate improving their soft skills. A particular
focus should be given to understanding client
needs, problem-solving and communication skills.
Customers are already expecting IT services
companies in Myanmar to provide more mature
services, in particular by playing a consulting role
and co-creating solutions. Overseas clients are also
increasingly expecting Myanmar service providers
to work independently and integrate seamlessly
with their teams in other countries. Insufficient com-
munication skills in the sector are currently holding
this process back.

4. The IT services sector and Government institu-
tions should identify champion companies that
are best equipped to take advantage of emerging
opportunities and provide them with the required
resources (i.e. affordable financing, market links,
talent pipeline, etc.). As part of this effort, resolv-
ing outstanding tax and regulatory bottlenecks
faced by the industry is essential, as highlighted
in NES Plan of Action for the Myanmar IT services
sector.

5. Industry stakeholders and international experts
have reiterated the need to craft and promote a
strong sector brand and invest in digital channels.
This would play a vital role in propelling the country
onto the global stage of service delivery locations.

restaurants, schools, etc. The industry is now anticipat-
ing a reduction in consumption as a result of the global
economic slowdown caused by the pandemic. Food
processing segments are affected to varying degrees
by the current events and their consequences, non-
essential products being the most affected.
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IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S FOOD PROCESSING
SECTOR

Overall, being mainly domestic-driven, the food
processing industry in Myanmar was not as severely
impacted by the fall in international trade as other ex-
port-led sectors in the country. A survey conducted
with 23 small, medium and large companies from the
industry indicates that only 13% of the respondents
consider that their business operations have been
‘highly” affected by the COVID-19 pandemic, while 61%
have been ‘moderately’ impacted.

From a supply perspective, the food processing in-
dustry has experienced some disruptions. A number
of companies have been unable to source some ingre-
dients used to manufacture final products. While road
transportation is progressively getting back to normal,
securing domestically produced raw material supply
from rural areas proved difficult due to delivery and
transportation delays. For imported inputs, in addition
to international flight disruption, professionals from the
sector also reported some delays in Customs clear-
ance due to reduced Customs staff during the lock-
down. This situation has forced food processors to use
existing stocks, when possible.

The most significant impact for Myanmar food pro-
cessors has been the contraction of domestic sales as
a result of the measures imposed by the Government
to combat the virus. The most visible impact has been
the cancellation of orders from the public sector, in

particular with the closing of schools, universities and
cinemas, which are major consumers of processed
food, including snack food and soft drinks. The reduc-
tion of activity in the tourism industry also contributed
to lower demand for processed food. In addition, lo-
gistics difficulties led to supplies to most states and
regions being temporarily halted, further contributing to
the reduction in domestic sales (the activity was mainly
limited to Yangon Region). Reduced logistics services
were cited by 23% of survey respondents as the most
significant difficulty caused by the COVID-19 crisis.

International sales, although still relatively lim-
ited, were severely impacted during the first quarter
of 2020 with border closures and movement restric-
tions imposed by governments. Movement of people
and goods at crossing points with China, India and
Thailand have consequently been suspended, causing
major trade disruption as a large proportion of pack-
aged food exported is moved to neighbouring coun-
tries by land routes, particularly to Thailand and China.
Some 68% of the processors surveyed indicated that
they are facing reduced demand from foreign buyers.

Export procedures also appear to have been a ma-
jor factor of trade disruption. Measures implemented
by the Government to combat the virus resulted in de-
layed inspection procedures and longer administrative
processes, exacerbated by insufficiently developed e-
Government services. This factor was confirmed by
48% of survey respondents from the sector, who cited
increased administrative bottlenecks as the major dis-
ruptive factor caused by COVID-19.
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While few businesses seem to be at risk of perma-
nently shutting down because of the crisis, food pro-
cessors are nevertheless facing cash flow issues. As
there were virtually no sales or income for food pro-
cessors in April, it is anticipated that companies will
face difficulties purchasing intermediate inputs for the
production of final products in the coming months as
cash flow problems arise. The situation is exacerbated
by the fact that businesses were asked to pay their
workers in April, when most factories were closed.?!

OUTLOOK FOR THE FOOD PROCESSING
INDUSTRY: RISKS AND OPPORTUNITIES

The economic slowdown and anticipated rise in un-
employment in Myanmar will result in a contraction of
disposable income, in turn leading to reduced house-
hold consumption. This will mainly affect non-essential
products such as snack food. The expected drop in
remittances from Myanmar citizens abroad will exac-
erbate the situation.

A slowdown in international sales is also to be ex-
pected as a result of the economic downturn that is
already affecting most economies. According to the
survey, 68% of the respondent companies anticipate
a reduction in orders —irrespective of their origins— for
the next three months, confirming the expectations
that demand for processed food will not rebound in
the short term due to the inevitable economic slow-
down and the reduced consumption associated with
it. However, the reduction in orders is anticipated to
be moderate: half the survey respondents foresee a
decrease not exceeding 10%. In the same vein, almost
half (48%) of the professionals from the sector also
indicated that their top customers would reduce their
orders for the next quarter.

Ensuring food safety along the food supply chain
and being able to demonstrate compliance with ex-
port market requirements is needed more than ever
to increase Myanmar exports of food products. While
cross-border trade is gradually resuming, Chinese
authorities have already tightened border controls re-
garding quality and sanitary and phytosanitary meas-
ures and the conformity of the associated certificates.
Because a number of traders do not comply with these
requirements, this results in trade disruptions as non-
compliant shipments are blocked at the border (as of
May 2020, only 25% of exports were going smooth-
ly, according to the Myanmar Food Processors and
Exporters Association).

21.— The Government provides 40% of the social security fees for
workers from factories and workshops that are temporarily suspended
for health inspections.

Besides the primary processes of production and
distribution, the nature of doing business has also
changed.?? Offices are closed and staff are typically
working from home as most countries in the world
have imposed quarantine measures, though with dif-
ferent degrees of strictness. This changes the way of
communicating with customers, which may continue
and become the new normal. Against this backdrop,
sales staff and purchase managers have had to reas-
sess their priorities. Securing the existing flow of goods
is now the highest priority and new projects have
to wait.%

Online grocery shopping has grown substantially
during the pandemic, urging the country to take rapid
actions to facilitate the development of e-commerce
activities and boost sales. Some 52% of Myanmar food
processors that took part in the COVID-19 impact sur-
vey have adopted online sales strategies to cope with
the crisis, the highest occurrence among all sectors
surveyed.

FOOD PROCESSING INDUSTRY’S
IMMEDIATE RESPONSES TO THE
PANDEMIC

‘Tax waivers or temporary tax breaks’ (28%) and
‘financial programmes’ (23%) were perceived as the
most helpful Government measures introduced to cope
with the crisis, in particular to ease cash flow problems.
However, accessing COVID-19-related assistance pro-
grammes has proven difficult for most businesses from
the food processing industry (59%).

To provide a rapid response to support the indus-
try’s development, the following interventions should
be prioritized.

1. Trade finance to support companies is the top
priority in the short term (six months) for payment
clearance, to avoid delayed payments and busi-
nesses going bankrupt. According to the survey,
70% of businesses from the sector favour financial
programmes such as a low interest credit lines, loan
repayment deferrals or credit guarantees as priority
Government measures that would be most helpful
to cope with the crisis.

2. Introduce an income tax rebate for exports of food
products using exclusively (or in large proportion)
locally produced ingredients. This would encour-
age food processors to source locally produced

22.— Centre for the Promotion of Imports from Developing Countries
(2020). How to respond to COVID-19 in the grains, pulses and oilseeds
sector. Available from www.cbi.eu/market-information/grains-pulses-
oilseeds/how-respond-covid-19-grains-pulses-oilseeds-sector/.

23— Ibid.


http://www.cbi.eu/market-information/grains-pulses-oilseeds/how-respond-covid-19-grains-pulses-oilseeds-sector/
http://www.cbi.eu/market-information/grains-pulses-oilseeds/how-respond-covid-19-grains-pulses-oilseeds-sector/
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agricultural inputs (e.g. sugar, corn, wheat, etc.) and
support strengthening and structuring of the supply
chain. Sourcing large amounts of raw material at
a relatively low price would also allow the indus-
try to increase the quantity produced and reduce
unit costs through economies of scale. Increased
volumes would, in turn, improve the capacity of
Myanmar processors to compete with imported
food products in the domestic market.

3. Improve the quality of the products produced local-
ly to compete more effectively with food imported
from neighbouring countries in the domestic mar-
ket. To improve the compliance of Myanmar food

Fisheries

Since the outbreak of the COVID-19 pandemic, the
fisheries sector has been affected worldwide, although
to varying degrees. The closure of certain establish-
ments and companies, as well as movement restric-
tions, are greatly disrupting supply chains, leading
to a sharp drop in global demand. The imbalances
between falling consumption and an overabundance
of fresh produce in various markets are resulting in a
generalized drop in prices. Supply chains in develop-
ing countries are particularly affected due to a lack of
adequate infrastructure. These include storage limita-
tions and limited ability to chill or freeze a large propor-
tion of fisheries products.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S FISHERIES SECTOR

In developed countries, consumers’ need to store
food as a consequence of the pandemic led to a shift
in demand from fresh seafood products to packaged,
frozen and non-perishable products. Prices have
dropped and logistical difficulties along the supply
chain remain, including border restrictions and health
inspection delays. Aquaculture harvest is also delayed
due to labour shortages caused by the implementation
of social distancing measures in many countries. The
unpredictable duration of the pandemic and the vari-
ous measures that countries adopt in regard to produc-
tion and trade add to the uncertainty about the future
development of the sector globally.2*

24.— Food and Agriculture Organization of the United Nations (2020).
How is COVID-19 affecting the fisheries and aquaculture food systems,
10 April. Available from www.fao.org/3/ca8637en/CA8637EN.pdf.

products with international quality and food safety
standards, the establishment of private international
service providers in the field of conformity assess-
ment should be encouraged to improve businesses’
access to such services.

4. Encourage and support small-scale FDI projects,
in particular from Thailand, possibly through joint
ventures. The aim would be to benefit from Thai
technologies in food processing and benefit from
the opportunities offered by the Thai market, pos-
sibly taking advantage of their well-established
export channels.

In Myanmar, production activities such as catching
and aquaculture are threatened by a general slowdown
in foreign trade as well as by the closure of restau-
rants and hotels, and the temporary shutdown of most
processing plants. Both inshore and offshore fishing
activities slowed down considerably as a result and a
number of fishers have been forced to sell their ves-
sels, although it is hard to get accurate data at this
early stage. The curfew put in place by the Government
as well as social distancing measures are also severely
impacting these activities, as a number of processing
plants were closed and additional protective measures
were put in place to reduce the risk of the virus spread-
ing. According to private sector associations, about
6,000 people lost their jobs in fishing and 4,000 in activ-
ities related to the fisheries sector (e.g. fishing landing
sites, auctions, etc.). Processing plants reduced em-
ployment by about 25%, resulting in 1,000 job losses.

Limited supply of inputs, feed, fish seed and materi-
als such as ice or packaging also threaten productive
and processing activity. According to the ITC Myanmar
COVID-19 impact survey, 68% of companies operat-
ing in the fisheries sector faced input sourcing con-
straints in March and April.? In the case of aquaculture,
a large proportion of fish stocks have had to be kept
longer than originally planned, which increases both
the costs and risks of production. In Ayeyarwady and
Tanintharyi Regions, a number of shrimp farms are
planning to reduce their stocking rate and even consid-
ering temporary shutdown due to the delayed harvest
and restocking as a result of restricted transportation,
reduced market price and a fall in orders from interna-
tional buyers.

25.— ITC Myanmar COVID-19 Impact Survey, carried out 9-26 May 2020.
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Most companies face logistics constraints to pro-
duce and export due to constrained supply of in-
puts and additional bottlenecks with transportation.
Companies reported difficulties obtaining inputs and
exporting because of reduced logistics services (31%).
Some 22% of reported cases cited reduced invest-
ment and 20% increased administrative bottlenecks.
They are greatly affected by an increase in lead times,
particularly with regard to transport because of long
delays at the border, but also in the transfer of goods
because of precautionary measures. Companies also
faced difficulties arising from procedural obstacles re-
sulting from the pandemic. According to the survey,
delays due to increased border checks/closures (21%)
and problems in logistics arrangements and shipping
(18%) were the most cited issues, followed by addi-
tional sanitary regulations/procedures (13%) and non-
sanitary regulations/ procedures (16%). These delays
weigh heavily on the competitiveness of businesses as
they result in higher production costs.

The fall in exported volume coupled with a collapse
in prices is having disastrous consequences on the lev-
el of national production. The situation has deteriorated
considerably since April because exports of most fish-
eries products have stopped. Trade with Bangladesh,
the EU, Australia and the United States has been vir-
tually suspended, while Thailand and India temporar-
ily closed their borders with Myanmar. China, on the
other hand, continued to import very low value-added
products such as small fish and shrimp at relatively low
prices. Most companies have faced reduced demand
from their buyers as a result of the COVID-19 crisis, with
68% of the businesses surveyed reporting reduced or
cancelled orders.

The full impact of the global pandemic on the
Myanmar fisheries sector remains uncertain but com-
panies have started to experience order reduction or
cancellation. According to the Myanmar COVID-19
Impact Survey, 45% of companies have been mod-
erately affected, while 27% stated that they have been
strongly affected by the pandemic since its eruption
at the beginning of 2020. Most companies (76%) did
not envisage a permanent shutdown of their business,
while 19% of companies expressed the possibility
of a shutdown within a month and 5% in the coming
months.

OUTLOOK FOR THE FISHERIES SECTOR:
RISKS AND OPPORTUNITIES

Rapid adaptation to the pandemic and post-pan-
demic era will define the success of measures put
in place by the Government. In the aftermath of the
crisis, a number of changes to business models are
to be expected. These include the emergence of new
products and new market destinations, as well as a
possible increase in domestic demand and changes
in consumers’ patterns (e.g. higher demand for frozen
seafood and canned products, less demand in luxu-
rious seafood, etc.).?® According to survey respond-
ents, 27% of companies increased their marketing
efforts but no companies used online selling to cope
with the crisis.

26.— Infofish International (2020). Global COVID-19 Situation
Report: Update, March. Available from http:/ /infofish.
org/v3/images/pdf/situation%20report.pdf.
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It is expected that demand will pick up as soon as
borders open again because most of the global mar-
ket will still require supply. Myanmar will have to adjust
rapidly to additional food safety measures and require-
ments implemented by importing countries, as well as
changing global patterns and consumer preferences.
To cope with the impact of COVID-19, it will be neces-
sary to keep the trade open, disseminate timely infor-
mation and provide support to companies for export.

FISHERIES SECTOR'’S IMMEDIATE
RESPONSES TO THE PANDEMIC

Among the Government measures required to cope
with the crisis, ‘tax waivers or temporary tax breaks’
was the most popular among surveyed companies
(30%). Reduction of tariffs on imported inputs was also
among the top three most valuable measures (29%), as
well as ‘rent subsidies or waiver/ postponement of utility
bills’ (24%). However, 36% of companies found it diffi-
cult to access information about and benefits of COVID-
19-related Government SME assistance programmes.

To provide a rapid response to support the sector’s
development, the following interventions should be
prioritized.

1. Ensure efficient broodstock management and
hatcheries development to have sufficient supply
of broodstock, post-larvae, live food, etc. for aqua-
culture development.

2. Create better links between producers and pro-
cessing companies. This can be achieved through
contract farming and clustering of aquaculture
farmers and fishing vessel owners with processing

Forest products

Measures introduced to prevent the spread of
COVID-19 are having substantial impacts on the tropi-
cal timber sector, with thousands of workers laid off
worldwide and plummeting global demand for these
non-essential items. The anticipated slowdown in the
construction industry worldwide will also create a me-
dium-term demand shock. While limited production
of outstanding orders could resume as restrictions on
people’s movements are progressively eased, a quick
recovery in international demand is unlikely because
many buyers have delayed or cancelled orders.

plants to reduce production risks, price and market-
ing costs, and ensure increased production of high-
quality products. Financial support and technical
guidance should be provided to farmers.

3. Introduce national standards on Good Aquaculture
Practices to provide clear guidelines and codes
of conduct for aquaculture, and implement the
National Aquaculture Development Plan.

4. Encourage domestic market consumption of both
freshwater and marine products to make up for
the first wave of export restrictions to neighbouring
countries due to border closures.

5. Upgrade the Department of Fisheries Laboratory
on quality, nutritional value and safety parameters
according to the National Residue Monitoring Plan
(EU requirement). Increase laboratories’ capaci-
ties and facilities for diagnostics and testing ser-
vices for aquaculture products, in compliance with
ISO17025.

6. Increase private sector awareness of emerging
global trends and importing countries’ requirements
and regulations.

7. Accelerate negotiation of bilateral trade agreements
and continue trade negotiations with new partners
(Gulf Cooperation Council and others); explore op-
portunities for trade negotiation with the Russian
Federation; and finalize the memorandum of under-
standing signature process with China.

8. Expand outreach to new markets, support the par-
ticipation of companies in trade fairs and arrange
business-to-business meetings to increase access
to the market for certain products.

9. Form a sector development committee to guide
sector reorganization strategically and plan imple-
mentation of strategic programmes.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S FOREST PRODUCTS
SECTOR

Given its high dependence on export activities, the
forest products industry in Myanmar is very exposed to
the demand shocks observed in key international mar-
kets. Businesses from the sector report a sharp drop
in export revenues as most orders from international
buyers have been either cancelled or put on hold, par-
ticularly from the markets most affected by COVID-19
such as the United States and Europe (Italy, United
Kingdom, Spain, France). In these countries, the retail
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market for furniture and wood products has come to a
standstill. A slowdown in demand from neighbouring
countries is also being observed, especially in India
and China. A survey conducted with 25 small, medium
and large forest products manufacturers in Myanmar
indicates that 78% of businesses are facing reduced
demand from foreign partners.

Containment measures triggered by the spread of
the virus are also creating major supply chain disrup-
tions. These measures are spilling over globally as pro-
duction falls due to significant supply chain disruptions
and cutbacks taking place in the industry. Because
Myanmar mainly exports intermediate products such
as sawn wood or sheets for veneering, the shutdown of
manufacturing facilities using these inputs to produce
finished goods in partner countries is having a severe
impact on the country’s exports, even though Myanmar
has been relatively spared by the pandemic itself.

According to a study conducted by ITC and assum-
ing a two-month shutdown in all partner countries due
to the pandemic, the projected reduction in exports of
intermediate inputs of wood products and vegetable
material from Myanmar due to supply chain disrup-
tion amounts US$ 16.8 million. The most impacted in-
termediate inputs (used to produce other products)
include wood charcoal (accounting for 27% of the ex-
pected reduction in exports), sawn wood (27%) and
sheets for veneering (14%) (see figure 8). According
to the study, trade disruption with China is responsible
for 84% of the total anticipated reduction of exports
of intermediate inputs. Very much dependent on the
tourism sector, the rattan and bamboo and handicraft
segments also anticipate a reduction of 60%—-80% of
their sales, according to their respective private sector
associations.

Figure 8: Estimated reduction of exports of intermediate wood products and vegetable materials
due to supply chain disruption, by importing partner countries (US$ millions)
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Source: ITC GVC analysis.

As a result of the fall in orders, the forest products
industry in Myanmar is experiencing cutbacks in pro-
duction, cash flow problems and layoffs of workers.
Because the sector is largely export-driven, the sharp
reduction in export earnings results in most manufac-
turers being at risk of no longer being in the position to
make advance payments due to insufficient cash flow.
Complete closures of manufacturers seem inevitable in
the near future. Overall, 72% of the businesses inter-
viewed believed their business operations have been
‘moderately’ affected by the COVID-19 pandemic, while
8% have been ‘strongly’ impacted.

Containment measures introduced by the
Government of Myanmar are having a significant im-
pact on forest products manufacturers, in particular in
accessing wood resources domestically. The Myanma
Timber Enterprise postponed teak and other hardwood
tenders, resulting in wood supplies being completely
cut off.2” Log imports by private operators being sub-
ject to high Customs duties (i.e. 15%) as well as other
taxes, manufacturers are currently unable to source
timber and are relying on stocks. This situation was

27— As of 1 June 2020, there have been no announcements of future
open tender sales by Myanma Timber Enterprise.
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confirmed by 68% of sector survey respondents, who
indicated facing input sourcing constraints over the two
months prior to the survey and continue to. Supply dis-
ruptions have also been observed in the rattan and
bamboo segment, in particular as Government meas-
ures to halt the spread of the pandemic coincided with
the harvest period for rattan and bamboo.

Difficulties in obtaining the various permits and
authorizations from Government offices have been
reported, mainly due to delays in inspections for per-
missions approval. Similarly, time-consuming Customs
clearance procedures —as well as delays— have been
observed due to shortages of Customs staffs. The sur-
vey confirmed that 52% of businesses suffered from
increased administrative bottlenecks during the lock-
down period.

While necessary, the introduction of COVID-19 pre-
ventive measures in factories is also negatively impact-
ing the industry’s productivity. In particular, arranging
workers’ shifts and reorganizing the workspace to
comply with social distancing measures is likely to
represent challenges for manufacturers in the short-
to-medium term. Movement restrictions also continue
to prevent a number of workers from reaching their
workplace.

OUTLOOK FOR THE FOREST PRODUCTS
INDUSTRY

A sharp drop in demand for forest products, espe-
cially wooden furniture, is to be expected in the short
term as the purchase of these non-essential items can
be delayed by most consumers. Demand from neigh-
bouring countries, including India and China, is not ex-
pected to rebound significantly in the coming months.
The retail market for furniture and wood products in
the United States and Europe is also likely to face a
slowdown as a result of the economic downturn.

The pandemic may lead to export market shifts to
which manufacturers in Myanmar will have to adjust.
While the ultimate impacts on demand trends remain
highly uncertain, potential market opportunities may
arise in countries and regions that have been less af-
fected by COVID-19, including Scandinavian countries,
the Middle East and South Africa.

A delayed impact on the sector’s sales is also
feared as orders are generally made for a period
of several months (very few new orders have been
placed since March 2020). As a result, the vast major-
ity of the forest products manufacturers surveyed in
Myanmar anticipate a reduction in orders for the next
three months because a large proportion of customers
have already reduced their orders for the next quarter.
However, this reduction is expected to be moderate:
72% of the survey respondents foresee a decrease not
exceeding 5%. Most sector businesses anticipate a
rapid recovery: 52% of the respondents do not foresee
the reduced demand from foreign markets exceeding
one month.

FOREST PRODUCTS SECTOR’S
IMMEDIATE RESPONSES TO THE
PANDEMIC

Among the Government measures introduced to
cope with the crisis, ‘tax waivers or temporary tax
breaks’ was the most popular among surveyed com-
panies (29%), followed by ‘financial programmes’
(e.g. low interest credit line, loan repayment deferral or
credit guarantees —26%) and ‘rent subsidies or waiv-
er/ postponement of utility bills’ (23%). This outcome
clearly indicates the urgent need for a financial stimulus
package from the Government to cushion the impact
of the crisis and ease cash flow problems. The survey
also highlights the difficulties currently faced by the
industry in accessing information about and benefits
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from Government COVID-19-related assistance pro-
grammes, a view shared by 74% of respondents.

To provide a rapid response in supporting the sec-
tor’s development, the following interventions should
be prioritized.

1. Advocate for the immediate waiver of the 10% spe-
cial goods tax and 2% advanced income tax for
forest products exports.®

2. Increase the COVID-19 Fund —established at the
Myanmar Economic Bank and currently worth MMK
100 billion (US$70 million, 0.1% of GDP)-to at least
2%—-3% of GDP, also considering the forest prod-
ucts sector as a priority for financial support.

3. Strengthen coordination and communication be-
tween the Government and private sector associa-
tions regarding the management of the COVID-19
crisis. The Sector Development Committee, acting
as a public—private dialogue platform, could be
instrumental in this regard.

4. Additional financial support from the Government is
required to cover wages paid.?® Support for MSMEs
is also needed, including for those operating in the
informal sector. See Comprehensive Economic

28.— Income and commercial tax payments due in the second and third
quarters of the fiscal year have been made extendable to the end of the
fiscal year, and an exemption for the 2% advance income tax on exports
to the end of the fiscal year has been announced (IMF).

29.— The Ministry of Labour, Immigration and Population will provide
40% of the social security fees for about 1.3 million insured workers
from factories and workshops that are temporarily suspended for health
inspections (IMF).

Textiles and garments

The containment measures triggered by the spread
of COVID-19 caused sharp supply shortages in
Myanmar’s T&G sector, followed by a demand collapse
triggering order cancellations, suspensions and cuts.
The situation resulted in the shutting down of dozens
of factories in quick succession, leaving thousands of
mostly female workers unemployed. Initial estimates
suggested that over 25,000 workers from more than
40 factories lost their jobs early in the crisis (as at the
end of March 2020, Delegation of the EU to Myanmar).
As the economic downturn caused by the pandemic
continues to affect global demand for clothing, more
layoffs are to be expected. Meanwhile, heightened
pressures from retailers and consumers for sustainable
fashion will continue to weigh on the country’s T&G
manufacturing sector. The sector can survive and thrive

Recovery Plan activity 2.1.5. ‘Tax Credits (Fiscal
Stimulus)’ to allow for a deduction equal to 125%
of wages paid.

5. Extend payment deadlines (or allow delayed pay-
ment terms) for log buyers through Myanma Timber
Enterprise tenders for the period May—-December
2020, at no additional cost. This measure would
lessen the financial impact of pandemic control
measures on businesses.

6. Ease regulations and procedures for exports to
stimulate export activities. Potential intervention
areas include removing licensing restrictions and
forest products’ legality certification for rattan
and bamboo finished products and handicrafts,
reducing the release time for export licences and
simplifying regulations and procedures for exports.

7. Realign Myanmar technical standards requirements
to conform to international standards, with a view to
boosting exports when market demand picks up.

8. Take advantage of this slow period to complete for-
est inventories (including rattan and bamboo) and
make the information publicly available.

9. Explore potential shifts in key markets and market
reorientation for exports of forest products from
Myanmar as a result of the pandemic.

10. Public procurement can also provide a vital lever-
age for domestic firms to enhance their abilities and
generate alternative sources of revenue. Advocating
for a review of procurement rules and reforming ten-
der processes to make reputed domestic players
more eligible for public contracts could be envis-
aged in this regard.

through the COVID-19 crisis by focusing on sustainable
and ethical manufacturing, and improving investment
climate conditions to attract foreign investors looking
for new locations.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S TEXTILE AND
GARMENTS INDUSTRY

The T&G industry, whose operations are globalized
and which relies heavily on the production of inputs
from a handful of countries, particularly China, was
most exposed to the initial supply chain disruptions
triggered by COVID-19. As the outbreak spread and
most countries went into lockdown, demand collapsed
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in key markets for Myanmar, including Japan, Europe
and the United States, adding a demand shock to the
supply chain disruptions.

Given that clothing products are considered discre-
tionary and non-essential, the global industry for cloth-
ing is particularly vulnerable to economic downturns.
As retail outlets remained closed for a relatively long
period of time and unemployment and underemploy-
ment affect spending ability, sales of new clothing are
expected to remain muted throughout 2020. Estimates
suggest that as much as US$297 billion will be wiped
off the global clothing market in 2020, a 15.2% decline
compared with 2019.%° More than 70% of European
and American consumers expect to cut back spend-
ing on apparel, compared with an overall 40%—-50%
drop in global discretionary spending.®!

30.— Armnold, Michael (2020). Global apparel spending to slump by $300
billion in 2020, says GlobalData. Inside Retail Asia, 15 May. Available
from https://insideretail.asia/2020/05/15/global-apparel-spending-to-
slump-by-300-billion-in-2020-says-globaldata/.

31.— McKinsey & Company (2020). Global surveys of consumer
sentiment during the coronavirus crisis. Available from www.Mckinsey.
com/business-functions/marketing-and-sales/our-insights/global-
surveys-of-consumer-sentiment-during-the-coronavirus-crisis.

An analysis assuming a two-month shutdown in
all partner countries due to the pandemic projected a
reduction in Myanmar’s exports of garments (as inter-
mediates) of US$27.6 million, or 38% of the estimated
reduction of exports of intermediates for the whole
economy. The contractions are largely attributable to
the HS 62 category — products like men’s and women’s
wind-jackets, overcoats and capes; men’s and wom-
en’s shorts and trousers; and some categories of baby
garments and accessories. Just 20 product categories
(at the HS six-digit level) account for nearly 60% of the
projected reduction. The most impacted trading rela-
tionships for Myanmar would be with China, Germany,
Spain, Turkey, Italy, France and the Netherlands (see
figure 9). The projected reduction in the textiles seg-
ment amounts to US$3.7 million.

Figure 9: Projected reduction of exports of intermediate apparel inputs from Myanmar,
top 15 most affected markets (US$ millions)
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According to an ITC COVID-19 impact survey,*
68% of T&G firms surveyed reported being ‘strongly
affected’ by the crisis. This is more than double the
average of 30% recorded across all sectors surveyed,
and second only to the tourism sector. Some 86% of
survey respondents also asserted that their top five
customers had reduced or cancelled orders for the
next quarter, in particular with the prevalence of ‘return
orders’ (23%). A high proportion of respondents in the
sector (46%) believe that the demand reduction in the
top five foreign markets would last 3-12 months, while
only 5% believe it will last more than a year. Half of
respondents were unable to indicate the duration of
the impacts, signifying the continued uncertainty being
faced by firms in the T&G sector.

Labour impacts have come in the form of job cults,
reduced working hours and reduced overtime. Even as
the lockdown has eased and factories have been al-
lowed to operate under strict health guidelines (by mid-
May, around 80% of capacity was operating), overtime
has been prohibited and this is reportedly having a big
impact on worker incomes. According to the firm-level
survey, 23% of firms reported having implemented tem-
porarily reduced employment and 13% reported they
had laid off employees — the highest among all sectors.

The collapse of the industry has important implica-
tions for socioeconomic inclusion, given the high prev-
alence of women (approximately 84% in garments and
75%—77% in the textiles sector) and MSMEs (around

32.— Myanmar COVID-19 Impact Survey by ITC. Data collected from
266 total respondents 9-26 May 2020.

31% in garments and over 81% in textiles) in the T&G
workforce, including a large number of migrant workers
from other states and regions of Myanmar.

Immediate labour impacts have been eased, in part,
with donor assistance. The EU launched a 5 million
euro (MMK 7.9 billion) Myan Ku or ‘Quick Assistance’
fund to provide income support for up to 80,000 of
the country’s T&G sector workers who have lost their
jobs,* the first phase of which got under way in early
May. Meanwhile, some of the world’s largest fashion
brands, including H&M, Inditex (owners of Zara), Next,
C&A, Bestseller and Tchibo, have signed on to an
agreement with suppliers and trade unions (Industrial
Workers Federation of Myanmar, affiliated to the
IndustriALL Global Union) to protect garment factories
and workers in Myanmar from the worst impacts of the
pandemic.®*

As the next round of minimum wage negotiations
edges closer, new pressures will emerge. Factory own-
ers are concerned that cost pressures they face may
not be sufficiently taken into consideration in deciding
the new wage rates. A truly collaborative and evidence-
based process will need to be adopted to protect both
firms and workers.

33.— Delegation of the European Union to Myanmar (2020). COVID-19
rapid response: EU creates €5 million emergency fund for Myanmar
garment workers, 8 April. Available from https://eeas.europa.
eu/delegations/myanmar-burma/77355/Covid-19-rapid-response-eu-
creates-%E2%82%AC5-million-emergency-fund-myanmar-garment-
workers_en.

34.— Ethical Trading Initiative (2020). ACT - Initiative on living wages.
Available from www.ethicaltrade.org/act-initiative-living-wages.
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OUTLOOK FOR THE TEXTILE AND
GARMENTS INDUSTRY: RISKS
AND OPPORTUNITIES

In Myanmar, the fallout of the pandemic is even
more pronounced because T&G —the country’s most
prominent export-oriented manufacturing sector in re-
cent years— has recently plugged into GVCs. While the
full impacts are yet to be felt, industry stakeholders ex-
pect the fast fashion segment to be worst affected, and
to a lesser extent casual wear. They also note that there
are orders for 2-3 months in the pipeline, with mini-
mal pricing pressures so far. On the production side,
Myanmar has somewhat gained from the continued
lockdown in some competitor locations and there was
a momentary jump in orders placed in Myanmar due
to fewer factories being in operation and less choice for
buyers. Myanmar manufacturers consider Cambodia to
be their nearest competitor, as buyers had reportedly
already begun pulling out from this country even before
the COVID-19 outbreak, a trend that will likely acceler-
ate. Meanwhile, a handful of factories have pivoted to
producing personal protective equipment as demand
for medical garments has spiked. As Myanmar has
been producing outerwear and products with synthetic
fabrics, this could be a continued opportunity.

The outlook for orders in the short term looks rather
bleak. According to the survey, 55% of respondents
from the sector reported that orders were down by
more than 20%, while a further 23% said that they still
do not know the full extent of the order impact. On the
risk of business closure, survey respondents in the T&G
sector were the most concerned, with 68% indicating
that they face the risk of a permanent shutdown. This
was the second highest among all sectors surveyed
(after tourism).

Yet industry leaders in Myanmar observed that by
mid-May, some orders to Europe had begun picking
up. This was primarily from mid-range buyers rather
than the larger brands, and from relatively smaller mar-
kets like Belgium, Poland and Ukraine. Buyers have
indicated that they do not want to have their shelves
empty when customers do eventually come back out
shopping. Additionally, industry leaders observe that
they are unlikely to see the typical ‘seasonal trends’
over the next six months, and instead buyers are likely
to stock up as needed even outside of seasonality,
with normalization anticipated by around the northern
hemisphere spring of 2021. A survey among 2,000
British consumers conducted in early May also pro-
vides further encouraging signs of a post-lockdown

demand bump.* Among consumers who said they
planned to shop for non-essential items immediately
after COVID-19 restrictions were lifted, 66% reported
that clothing would be a priority purchase, well above
other spending categories like footwear (29%) or DIY
and gardening products (27%). As more people pivot
their entertainment to spend time and money outdoors
and engage in outdoor leisure activities, the sports-
wear and athleisure categories are likely to gain further
prominence.

Experts suggest that Chinese investment in
Myanmar may intensify as China will aggressively look
for overseas production bases. Myanmar’s strategic lo-
cation and its abundant and cheap labour force should
be a strong factor in attracting new foreign investment.
These opportunities will need to be pursued proactively
by investment promotion authorities like the Myanmar
Directorate of Investment and Company Administration
and the Myanmar Investment Commission, while en-
suring that investment climate issues that FDI inves-
tors are concerned about are addressed. Many areas
identified in the NES T&G Plan of Action, such as com-
mercial tax anomalies for domestic sourcing of raw
materials, would need fast resolution.

TEXTILE AND GARMENT INDUSTRY’S
IMMEDIATE RESPONSES TO THE
PANDEMIC

Among the Government measures introduced to
cope with the crisis, ‘tax waivers or temporary tax
breaks’ was the considered the most helpful among
T&G manufacturers (27%), followed by ‘financial pro-
grammes’ (24%) and ‘rent subsidies or waiver/post-
ponement of utility bills’ (21%). This clearly indicates
the need for a financial stimulus package to cushion
the impact of the crisis on the industry.

To provide a rapid response to support the indus-
try’s development, the following interventions should
be prioritized.

1. Protecting the health of workers, while production
activities get back up and running, should be a
primary focus of industry players and Government
authorities alike. Most factories have adopted new
hygiene measures, introduced private transport for
workers and adjusted factory floor plans to adhere
to social distancing, and are regularly in contact
with public health inspectors to ensure compliance
with Government regulations.

35.— GlobalData Retail (2020). Clothing sales surge seen when UK
lockdown ends. Just-Style, 29 May. Available from www.just-style.
com/comment/clothing-sales-surge-seen-when-uk-lockdown-ends
id138837.aspx.


http://www.just-style.com/comment/clothing-sales-surge-seen-when-uk-lockdown-ends_id138837.aspx
http://www.just-style.com/comment/clothing-sales-surge-seen-when-uk-lockdown-ends_id138837.aspx
http://www.just-style.com/comment/clothing-sales-surge-seen-when-uk-lockdown-ends_id138837.aspx
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2. Firms will need advice on how to manage produc-
tion and productivity while taking safety precau-
tions. The industry will need to adjust to likely
changes in supply chain dynamics, for instance
quicker response times and smaller minimum order
quantities at higher quality. As such, the industry will
also need to start working on reskilling and upskill-
ing members of the workforce that have lost jobs
or may not have the optimal skills, especially in the
context of greater digitization of processes and a
rise in e-commerce as a sales channel deployed
by Myanmar’s current buyers. Another focus area
includes the training of top management on re-
working business models for more digitized supply
chains and building the capacity of management
teams on quick response manufacturing.

Rubber

‘The outbreak of the COVID-19 pandemic put the
world rubber industry into one of the worst crises in
the past few decades and pushed the stakeholders in
the whole value chain into chaos and hopelessness’.
This statement from the Secretary-General of the
Association of Natural Rubber Producing Countries
(ANRPC) provides an overview of the dramatic impact
of the COVID-19 outbreak on the rubber sector. The
economic slowdown observed in many industrialized
countries has resulted in a sharp decrease in demand
for rubber products, especially from the automotive in-
dustry, the largest consumer of natural rubber. Rubber
producing countries have therefore suffered a very
heavy blow, especially those who do not have the ca-
pacity to produce value added manufactured products,
such as Myanmar.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S RUBBER SECTOR

The economic crisis is exposing the extreme vulner-
ability of the Myanmar rubber sector to demand shocks
in partner countries. Being inextricably linked to GVCs,
the halt in orders from foreign manufacturers is hav-
ing a devastating impact on the entire rubber supply
chain in Myanmar, which is almost exclusively depend-
ent on its exports of intermediate inputs, namely ribbed
smoked sheets and technically specified rubber, for
revenue regeneration. Some 80% of respondents to

3. Relief measures aimed at keeping the industry
buoyant will need to continue and deepen in or-
der to protect firms and workers. The focus on tax
measures highlighted by the survey reflects the
desire to introduce waivers and breaks on taxes,
including duties and commercial tax.

4. Pre-existing tensions regarding sustainability and
waste management in the global garment industry
have come further to the fore, with greater calls for
introspection regarding manufacturing practices
and consumption patterns. These shifts could sig-
nal that manufacturers like Myanmar could be un-
der greater pressure from changing buyer patterns
and heightened focus on smaller inventories and
sustainable supply chains. Programmes that have
supported the industry to become more sustain-
able, including SMART Myanmar and others, would
need to expand and accelerate.

an ITC survey of 24 rubber sector manufacturers in
Myanmar indicate facing reduced orders from interna-
tional buyers. Even more worrying is that the impact of
the outbreak remains highly uncertain: 65% of the com-
panies interviewed were unable to estimate the length
of the disruption for their international transactions.

According to a study shedding light on how, within
global supply chains, Myanmar’s export of interme-
diate products reacts to a two-month shutdown of
manufacturing facilities in partner countries, the pro-
jected export reduction for the natural latex and rub-
ber sector amounts to US$18.6 million (see figure 10).
Calculations indicate that rubber is the second hardest-
hit sector in terms of export reduction after the apparel
industry. The most affected intermediate inputs (used
to produce other products) in the sector include ribbed
smoked sheets (accounting for 52% of the expected
reduction in exports) and natural rubber in primary
forms (non-smoked: 42%). The high dependency on
the Chinese market was also highlighted by the analy-
sis, that country being responsible for 84% of the an-
ticipated reduction of exports of intermediate products.
After temporarily closing its borders with Myanmar dur-
ing the peak of the epidemic, transactions with China
have been slowly resuming since early May, though
with small volumes traded.
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Figure 10: Projected export reduction due to supply
chain disruption, by destination (US$ millions)
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This difficult situation has been exacerbated by
declining rubber prices, as international demand con-
tracts (Figure 11). Technically specified rubber 20 is
currently traded at US$1.12 per kg, its lowest level
since early 2016. Because of lower rubber prices, sales
of technically specified rubber and ribbed smoked
sheets are currently not commercially viable without aid
to cover production costs and revenue for the produc-
ers. As highlighted by ANRPC, natural rubber prices
started recovering in the last week of April, driven by
the positive sentiment generated by the relaxation of
COVID-19 containment measures and lockdowns and
the reopening of economic activities in many countries.

The fall in rubber orders is having dramatic socio-
economic consequences in Myanmar. The entire rub-
ber value chain is affected by the current crisis because

Figure 11: Evolution of international rubber prices
over the period June 2019 to May 2020 (US$ /kg)
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Source: World Bank Commaodity Price Data (The Pink Sheet),
updated on June 02, 2020.

factories have been forced to suspend their purchase of
latex from smallholders. This has generated significant
loss of income and unemployment at both factory and
farmer levels. In the initial phase of the outbreak, the
collection of latex from smallholders by factories was
also considerably affected due to the risk of infection.
However, the impact in terms of job loss is difficult to
estimate as it is hard to get accurate data at this early
stage. Overall, no less than 95% of respondents believe
that their business operations have been either ‘strongly’
(38%) or ‘moderately’ (58%) affected by the pandemic.

The introduction of Government measures to halt the
spread of the pandemic has also affected the rubber
supply chain. Workers are still facing difficulties getting
to production sites to work due to movement restric-
tions imposed by the Government.
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OUTLOOK FOR THE RUBBER SECTOR:
RISKS AND OPPORTUNITIES

It its Natural Rubber Trends and Statistics report
for May 2020, ANRPC scaled down the outlook for
world consumption, which is expected to fall by 6.0%
to 12.904 million tons in 2020. This rather pessimistic
outlook is largely driven by dampened vehicle sales in
Q1 2020, with spillover into Q2 as well, with unfulfilled
order deliveries due to production slowdowns, shat-
tered supply chains and postponed new car model
launches.3®

According to ANRPC, recovery is nevertheless un-
der way and is likely to continue, albeit at a slow pace
and subject to a set of risk factors. This positive trend
is expected to progressively push rubber prices up.
Overall, high uncertainty prevails in the rubber sector
in Myanmar, as highlighted by 87% of survey respond-
ents indicating they have no visibility on orders in the
three months following the survey.

RUBBER SECTOR’S IMMEDIATE
RESPONSES TO THE PANDEMIC

Among the Government measures introduced to
cope with the crisis, ‘financial programmes’ such as
low interest credit lines, loan repayment deferrals or

36.— Business Wire (2020). Global Automotive Industry (2020 to
2025) - Impact of COVID-19 on the Market - ResearchAndMarkets.
com, 19 May. Available from www.businesswire.
com/news/home/20200519005657/en/Global-Automotive-Industry-
2020-2025---Impact.

Rice

Lockdown measures across Asia resulted in most
of the world’s largest rice net exporters, including
Myanmar, freezing their overseas shipments to ensure
sufficient stocks of rice for domestic consumption.
Among the largest rice exporters, Thailand is the only
country that remained open for trade operations as its
regional competitors closed down international rice
sales. These export restrictions coupled with increased
demand resulted in a surge in rice prices across the
region. These favourable market conditions are in stark
contrast to most commodities, whose prices have gen-
erally collapsed following the onset of the COVID-19
pandemic. However, export quotas are currently pre-
venting most rice exporters from fully taking advantage
of this bright economic outlook.

credit guarantees were the most popular among sur-
veyed companies (33%), followed by ‘rent subsidies or
waiver/postponement of utility bills’ (24%). This high-
lights the need for a financial stimulus package to sup-
port financially drained businesses in the rubber sector.
The survey further indicates that 75% of respondents
are facing difficulties accessing information about and
benefits from the Government’s COVID-19-related as-
sistance programmes.

To provide a rapid response to support the sector’s
development, the following interventions should be
prioritized.

1. Provide temporary soft loans to rubber processors,
traders and exporters at low interest rates with in-
ventory as collateral. Loans would be repaid as the
situation improves.

2. Introduce an immediate waiver of the advance 2%
tax on exports. A reduction in advance income tax-
es imposed on companies is also recommended.
The application of these taxes and fees on exports
results in further deterioration of the profitability of
rubber exports.

3. Initiate negotiations with some ASEAN and neigh-
bouring countries to sell rubber through govern-
ment-to-government initiatives and boost sector
sales.

4. Take advantage of this slow period to restructure
the sector, in particular by enacting the Rubber Law
to regulate the sector’s activities and form a rubber
board, following a holistic approach (already in the
NES Plan of Action for the sector).

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S RICE SECTOR

As a response to the COVID-19 outbreak, the
Government of Myanmar imposed export restrictions
on rice for food security purposes. As of April 2020,
the Ministry of Commerce temporarily halted the issu-
ance of new rice export licences to maintain market
stability and ensure the building of sufficient rice re-
serves for food security purposes. This decision was
mainly motivated by the sudden surges in domestic
demand spurred by fears of shortages during the pan-
demic. Concerned with the export restrictions brought
about by the measure, the Myanmar Rice Federation
and rice exporters later negotiated the introduction of


http://www.businesswire.com/news/home/20200519005657/en/Global-Automotive-Industry-2020-2025---Impact
http://www.businesswire.com/news/home/20200519005657/en/Global-Automotive-Industry-2020-2025---Impact
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a quota system with the Ministry of Commerce. Under
this scheme, more than 2 million tons of rice will be
allocated for export in the current fiscal year, of which
10% will be retained as food reserves and sold to the
Ministry of Commerce at an agreed price to build up
a ‘rice buffer stock’. Allocated quotas for border trade
and sea trade will be negotiated monthly, based on
the latest developments on the COVID-19 outbreak, to
keep rice reserves stable.

Market conditions have been favourable since the
beginning of the COVID-19 outbreak. Rice orders have
been on the increase, driven by sudden surges in do-
mestic demand in most Asian countries. In particu-
lar, surging demand from China has been observed
since the beginning of the year in order to secure do-
mestic supplies and bolster rice stocks in the wake
of its COVID-19 shutdowns. An ITC survey conducted
with 23 small, medium and large companies from the

rice sector confirmed these good market conditions:
83% of respondents indicated that their top custom-
ers have either maintained (50%) or increased their
orders (33%).

Surging demand and slashed exports — caused by
both export restrictions and supply disruptions — are
leading to inflated prices for rice across the region. The
surging demand for rice from China has arguably been
the principal driver in boosting global prices since the
beginning of 2020. The price of Thai white rice 5% bro-
ken, which is an Asian export benchmark, went up by
37%, year-on-year, at the end of April 2020, to reach
US$564/ton, a seven-year high (Figure 12). Driven by
the progressive relaxation of COVID-19 containment
measures and lockdowns and the reopening of eco-
nomic activities across countries, rice prices started to
drop at the end of April 2020.

Figure 12: Evolution of international rice prices May 2019 to May 2020 (US$ /ton)
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Source: World Bank Commodity Price Data (The Pink Sheet), updated on 2 June 2020.

Constrained by the export restrictions imposed by
the Government, Myanmar rice exporters are not in
a position to take full advantage of these opportuni-
ties. Being indirectly hit by the crisis, 70% of surveyed
businesses from the rice sector indicate that their op-
erations have been ‘moderately’ affected by the pan-
demic, while 17% have been ‘strongly’ impacted.

Logistical constraints linked to quarantine and hy-
giene measures have had negative impacts on trade.
Reduced logistics services have resulted in an in-
crease in transportation prices, a shortage of available

containers and insufficient manpower (only 50% of la-
bourers can work due to COVID-19 restrictions) which
led to delaying the whole process of exporting. The
survey conducted with businesses from the sector con-
firms this analysis: all respondents considered reduced
logistics services as the most disruptive factor faced
during the crisis.

Measures to combat the virus have caused few dis-
ruptions to production, despite the fact that the har-
vesting season for summer paddy coincided with the
peak of the outbreak.
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OUTLOOK FOR THE RICE SECTOR:
RISKS AND OPPORTUNITIES

The outlook for rice exporters is somewhat positive
because large regional net rice importers are setting
about ensuring sufficient rice stocks for their domestic
consumption. Countries including China, Indonesia,
Malaysia and the Philippines are planning to beef up
current rice stocks, that, in the case of Indonesia, ex-
ceed estimated consumption for the year.

Market conditions are expected to remain favour-
able, driven by a dynamic demand. While rice prices
are expected to decrease in the coming months as
containment measures progressively relax, rice prices
across Asia are likely to remain relatively attractive.

For Myanmar operators, taking full advantage of
these bright export prospects will depend, to a large
extent, on the allocated quotas for exports negotiated
monthly. Uncertainty currently prevails in the sector
because the export quota system makes it difficult for
businesses to plan for future sales. This lack of visibility
was apparent from the survey analysis: 91% of rice
sector respondents indicated that they do not know
what their order book will look like in the three months
following the survey.

RICE SECTOR’S IMMEDIATE RESPONSES
TO THE PANDEMIC

To provide a rapid response to support the sector’s
development and fully take advantage of emerging
opportunities, the following interventions should be
prioritized.

1. Immediate storage facilities are required to keep the
rice buffer stock. Support the creation of storage
facilities to handle and maintain national rice stocks.
Because public authorities do not have sufficient
facilities, the Government is currently renting pri-
vate sector storage facilities to store national rice
reserves.

2. Develop small-scale storage and drying facilities at
community level. This will not only enable export
continuation but reduce volatility and shocks and
stabilize domestic market prices.

3. Develop contract farming schemes for seed multi-
plication, in particular with the view to plant 400,000
acres for the upcoming monsoon planting season,
through collaboration between the Myanmar Rice
Federation and the Department of Agriculture.

4. For micro enterprises involved in rice farming, the
longer-term intervention of the Government will be
key to their viability. The economic devastation aris-
ing from the COVID-19 outbreak should ensure that
Government support for rice growers will remain an
essential and increasing feature of national food
security in the years to come.

Beans, pulses and oilseeds

The impact of the global outbreak of COVID-19 on
the beans, pulses and oilseeds sector is generally less
than on other agricultural sectors, in particular those
dealing with perishable produce or primarily serving
the food service sector. Global demand has remained
intact because the supply of food and feed is vital for
any society. Still, the importance of the sector for global
food supply makes it vulnerable to Government poli-
cies, as highlighted by the recent announcement by
Indian authorities that they will reduce the time allo-
cated to Myanmar to fill its 400,000-ton Indian import
quota of black gram from one year to three months.

IMPACT OF THE COVID-19 OUTBREAK
ON MYANMAR’S BEANS, PULSES
AND OILSEEDS SECTOR

The global demand for beans, pulses and oilseeds
has remained largely stable, as these products are es-
sential ingredients for the human diet and for animal
feed. An ITC survey of 21 small, medium and large
companies from the sector confirms this trend, as 57%
of respondents consider that their business operations
have only been ‘slightly’ impacted by the pandemic,
with just 10% reporting ‘strong’ disruption of their ac-
tivities. Further, only 48% of the businesses surveyed
reported reduced demand from foreign markets, a
relatively low percentage compared with most other
sectors.
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The main impact on the availability of products
comes from border closures, in particular with India,
as well as logistical restrictions on trucking and ship-
ping, although these have generally been temporary
and partial. Land borders with India — by far the largest
importer of pulses from Myanmar — and China were
closed during the peak of the pandemic and the im-
posed lockdowns, causing temporary disruptions in
trade operations. Myanmar exporters also mention
that inland freight prices have significantly increased
as trucking became scarcer and more difficult. More
than half of sector respondents indicated that the pan-
demic affected their ability to export products.

From a production perspective, the measures intro-
duced by the Government to combat the virus have
not caused major disruptions, despite the fact that the
harvesting season for the winter crop coincided with
the peak of the pandemic outbreak in February and
March. While the total production will also depend on
the harvest of the monsoon crop, professionals from
the sector anticipate the 2020 production to be normal,
provided that there is limited climate change impact.®”

While necessary, the introduction of COVID-19 pre-
ventive measures is impacting the sector’s productivity.
Arranging workers’ shifts and reorganizing workspaces
to comply with social distancing measures are likely to
create challenges for exporters in the short-to-medium

37.— Some 30% of pulses are planted in monsoon and 70% are planted
as winter crops.

term. Movement restrictions also continue, as of early
June, to prevent a number of workers from reaching
their workplaces. These measures are thought to be
responsible for a significant increase in production
costs, including labour costs. Sector professionals are
concerned that the anticipated loss of competitiveness
resulting from this negative impact on productivity will
harm the sector’s exports while market conditions
are favourable.

OUTLOOK FOR THE BEANS, PULSES
AND OILSEEDS SECTOR: RISKS
AND OPPORTUNITIES

The most severe impact of the COVID-19 pandemic
may hit the sector with a delay, as India recently an-
nounced it was reducing Myanmar’s window to export
400,000 tons of black gram from one year to three
months. From the original schedule of end of March
2021, the Indian import quota is now due to lapse
in August 2020. This new policy is unfavourable to
Myanmar as the sector will most likely be unable to
fill this quota within the allotted time. This measure will
potentially result in significant loss of export earnings
because Myanmar exports the bulk of locally harvested
black gram to India. The high exposure of the sector
to India’s volatile policies highlights the urgent need
for Myanmar to seek new export markets and diversify
into alternative crops.
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Government policies restricting trade will remain a
major focus of attention in the near future, as well as
the free flow of goods, in connection to Government
restrictions on people and transport.®

The economic slowdown and the anticipated con-
traction of disposable income in Myanmar may also
lead to a slight decrease in household consumption.
However, reductions in food consumption are expected
to affect non-essential products more severely than
staple foods such as beans and pulses.

Nevertheless, market conditions are anticipated to
remain favourable. As demand is expected to remain
strong, bean prices in international markets are likely to
remain relatively attractive in the short-to-medium term.

BEANS, PULSES AND OILSEEDS
SECTOR’S IMMEDIATE RESPONSES
TO THE PANDEMIC

Financial programmes such as low interest credit
lines, loan repayment deferrals or credit guarantees

38.— Centre for the Promotion of Imports from Developing Countries
(2020). How to respond to COVID-19 in the grains, pulses and oilseeds
sector. Available from www.cbi.eu/market-information/grains-pulses-
oilseeds/how-respond-covid-19-grains-pulses-oilseeds-sector/.

Trade in a new reality

The multilateral trading system is confronted with
challenges never faced before. The world is facing a
new reality following the COVID-19 pandemic. Borders
remain mostly closed, trade has almost halted, many
MSMEs are on edge with a higher than ever risk of
closure, and employees are working reduced shifts or
may even have lost their employment. Most projections
anticipate a possible return to a ‘new normal’ by late
2021, if not later.

Myanmar might be slightly better positioned than
other emerging economies. Official data report few
cases of COVID-19; the economy has not fully halt-
ed as the pandemic partially rolled out during the
Thingyan holiday; economic growth is still mainly
based on domestic demand; borders in Asia are grad-
ually opening up; and according to most estimates,
economic growth is expected to remain positive in
2020, at 1.8% (IMF estimates — see Figure 1). Along
with challenges, the situation brings new opportunities

were cited as the most helpful Government measure
introduced to cope with the crisis (by 29% of the to-
tal response). Support for the self-employed was also
cited by 18% of the sector’s businesses, reflecting the
need to support the many individual companies that
operate in the beans, pulses and oilseeds sector.

To provide a rapid response to support the sector’s
development, the following interventions should be
prioritized.

1. Advocate for the working out of arrangements with
India to extend the recently reduced window to fill
the 400,000-ton Indian import quota for Myanmar
black gram to safeguard the long-term interests of
both nations.

2. Pursue, more than ever, product and market diversi-
fication efforts to reduce the sector’s vulnerability to
changing government policies in traditional markets
and fully take advantage of potential new market
opportunities.

3. Ensure the timely and effective provision of farm
inputs to farmers to maintain existing production
areas in anticipation of the upcoming monsoon and
winter planting seasons.

4. Advocate for the negotiation of government-to-gov-
ernment agreements with neighbouring countries
for bean, pulse and oilseed sales.

for Myanmar exporters to innovate and potentially gain
critical shares in destination markets.

Many new realities will need to be considered by
exporters when designing their market entry strategies.
Following are some elements to consider in planning
export operations.

1. Sanitary measures — There are new ‘social dis-
tancing’ measures that enterprises are required to
implement in order to continue production and ser-
vices. This affects costs and efficiency. New models
will be needed to optimize productivity.

2. Quality standards — Importing countries will most
certainly be applying more stringent quality and
sanitary measures to reduce potential transmission
chains and ensure goods are safe for consumers.
This will require Myanmar companies to increase
their compliance with global standards. Myanmar
quality institutions will also need to improve


http://www.cbi.eu/market-information/grains-pulses-oilseeds/how-respond-covid-19-grains-pulses-oilseeds-sector/
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standard setting, testing and certification. It is thus
critical to increase access to accredited conformity
assessment bodies to ensure the compliance of ex-
port products, especially food products, with more
stringent food safety and quality requirements.

3. Regionalization and reshoring of supply chains
— According to a number of analysts,*® the sup-
ply shock on GVCs caused by COVID-19 implies
manufacturers will aim to bring production of inputs
closer to assembly factories as a means of reduc-
ing disruption in supply of parts.

4. Environmental protection — The movement for in-
creased sustainability in trade was initiated before
the pandemic. The crisis has only accelerated the
ambition of consumers, and many governments, to
condition ‘recovery packages’ to ecological transi-
tion and green growth. In Europe, there is grow-
ing pressure to tax imports based on their carbon
footprint.*° This new non-tariff measure means that

39.— Duke Today (2020). COVID-19 and global supply chains:
disruptions and restructuring, 23 April. Available from https://today.
duke.edu/2020/04/covid-19-and-global-supply-chains-disruptions-and-
restructuring.

40.— Gros, Daniel and Christian Egenhofer (2010). Climate Change

and Trade: Taxing Carbon at the Border? Brussels: Centre for European
Policy Studies. Available from www.ceps.eu/download/publication/
?id=66628&pdf=Climate %20Change%20and %20Trade.pdf.

Myanmar exports will become less competitive if
their carbon footprint is high.

5. Market intelligence — In a world changing fast, it will
be important to improve commercial intelligence
services for exporters in order to keep abreast of
new developments in partner countries, especially
as public health concerns are rising, and identify
new market opportunities as new prospects may
arise in the aftermath of the crisis.

6. E-commerce — The growth in digital solutions and
limited ability of movement will create greater de-
mand for e-commerce solutions. This is a time for
IT and logistics companies to work hand in hand to
better connect producers and consumers.

Most export sectors will be affected by the COVID-19
crisis and post-recovery period, either through direct
impacts caused by the reductions in trade, or through
adjusting products and services to a new global trad-
ing system that will evolve over the months to come.
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