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Executive Summary

This report proves that the military coup in 2021 has brought more negative impact on Myanmar’s economy than
the COVID-19 Pandemic. The historical facts of Myanmar's economic development have also shown that the
political instability retarded the economic growth.

Microeconomics Analysis

The primary data collection was conducted through a survey between September and October 2021 to study
businesses across the country. Based on this data, the comparative analysis on the indicators of the COVID-
19 pandemic and the military coup results that the impact of the coup has been greater.

Macroeconomics Analysis

Inflation has been the main cause of suffering for the people and the basic commodity prices(CPI) have been
volatile according to the uncertainty of the local and foreign markets. Generally, the food and commaodity prices
rose more after February. Fuel, palm oil, and vital imported products have been gradually increasing in price.
Transportation costs, and import costs, and raw material prices rise due to the devaluation of the Myanmar
currency and the appreciation of the US dollar, and they lift the price of other products as well. In addition, the
flow of domestic products and goods is severely affected by the travel restrictions of the Tatmadaw and the armed
conflict along the transportation route.

Job scarcity, the rising cost of living, and the devastation on all sides have exacerbated the poverty of the people
in Myanmar. WFP estimates that poverty will be tripled in Myanmar. Regardless of the increased prices of the
imported raw materials and agricultural inputs due to the appreciation of the US dollar exchange rate, the local
and foreign demand for the fruits and the products, which used such imports, have declined sharply. For these
reasons, the farmers are more in debt which worsens the cycle of poverty, and becomes increasingly uncertain to
maintain the land tenure.
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Labour

Since domestic and foreign investments have declined as well as the uncertainty surrounding the continued
operation of local businesses, the unemployment rate has risen sharply. According to the ILO report in July 2020,
1.2 million people lost their jobs in Myanmar.

In addition, the military coup has led to an increase in the number of illegal migrant workers with the largest in
Thailand. Accordingly, China and Thailand authorities enacted new border laws. Human trafficking also
occurred.

After 2015, CMP garments have become the top exports of Myanmar, anyhow the military coup leads to several
closures of the garment industries which mainly affects unemployment. They suffer from a lack of income and
unemployment since the garment industry equips women with more job opportunities. Furthermore, the lack of a
mechanism to protect the labour rights results in the exploitation of labor and the failure or the evasion of the
employer to pay labour wages. Besides, the existing market orders for the garment shift towards the neighboring
countries including Cambodia, Vietnam, and Bangladesh due to the political impact.

Attributed to not only difficulties in living but also fear of their lives, a large number of workers who were working
in the city such as Yangon returned to their home. After martial law was declared in March in the places where
most industries and manufacturing are located, the number of returnees has risen sharply. Likewise, the workers
who are working in the jade mining in Kachin State are also facing difficulties in living.

International Relations

China and Russia are the main supporters of the State Administrative Council (SAC). On the one hand, China is
not dealing with SAC as it did under the previous military regime and it has shifted to a more cautious relationship.
On the other hand, Russia, which sold arms to Myanmar, has been extending investments and involved in
businesses after the coup in 2021.

COVID-19 and International Trade

China sits in the first place of Myanmar's major trade, however, Myanmar-China border trade gates were closed,
fearing the spread of the COVID-19 pandemic from Myanmar due to its political instability since February 2021.
The people along the agriculture value chain, especially farmers, become the main victims of the closure of the
border posts.

The border gates with Thailand, Laos, China, and Bangladesh have closed the reason of inability to control the
COVID-19 pandemic from Myanmar and fears of spreading the infection to their countries, which widely affected
the migrant workers abroad.

Foreign Direct Investment (FDI)

The political reforms in Myanmar in 2011 welcomed foreign direct investors and opened the competitive market
so that many people can gain access to mobile phones and internet services, 21% century technologies, and social
media. The service sector has become the most promising sector in Myanmar. Due to the internet suspension after
the military coup, the businesses in the service sector which heavily depend on the internet have been largely
affected.
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Besides a decrease in foreign investment and a return to a non-competitive economy, people close to the
Tatmadaw can access the projects which are more likely to broaden the gap between the poor and the rich.
Moreover, the operation of the micro, small and medium enterprises (MSMES) are affected.

Financial Sector

The banking system is also the core problem after the military coup, resulting in the obstructing of the cash flow
as well as reviving of the Hundi remittance system. The banks, limiting the cash withdrawal to the enterprises
and people, slow down the cash flow, consequently, a minimum of 3% to a maximum of 15% has to be charged
to the Hundi brokers depending on the amount of money they want to withdraw from the banks. This regard
affects businesses. At the same time, when people purchase the products and services from the enterprises via an
online payment system, an average of 5 percent of the total amount has to be paid to those enterprises which are
similar to the commercial tax by the government.

Due to the rapid depreciation of the Myanmar Kyat, people highly desire to make investments to protect from
inflation instead of saving their money at the banks. Such investment includes exchanging US dollars and buying
gold and estate, housing properties, and apartments.

In the financial market, the exchange rate of the US dollar increased from 1,337 kyats per dollar on January 29,
2021, to 2,300 kyats per dollar on October 15, 2021. The central bank has shifted from a system of managed float
exchange rate system to a free float exchange rate system in September 2021. In Myanmar’s gold market, the
price of academy gold rose from around 1,300,000 kyats per tical® before the coup to over 1,500,000 kyats per
tical in July after the coup, and again to over 1,780,000 kyats per tical in early September, the highest was
2,000,000 kyats.

Due to the slowdown in the banking system, the banks are not used to transfer remittances to the local families
from abroad for their daily expenses and the business operation, instead, the Hundi system, sent from the express
bus stations, the brokers, agents, local finance companies, friends, and the transfer method between the businesses
have been practiced.

Civil Disobedience Movement (CDM)

Since the government and private bank staff participated in the Civil Disobedience Movement (CDM), many of
them have been dismissed, threatened, and fled with the fear of their lives.

The education sector was completely shut down by the military coup. Many civil servants in this sector took
active parts in the CDM movement and the student unions played a vital role in the Spring Revolution. National
Unity Government (NUG), civil society organizations, and the communities provide self-help education
programs. However, there are many challenges for the youths to access employment and education for social
security.

Since the health sector collapsed and a large number of health officers involved in the CDM movement after the
military coup, direct services are unavailable to the public. During the third wave of the COVID-19 infection, the

1 One Tical is equal to 0.0164 Kilograms
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people of Myanmar had faced challenges in a state of disarray. Oxygen shortages and rising prices of medical
supplies have resulted in many deaths for the ordinary population who cannot afford medical treatment.

Many have fled to the border due to the arrests by the military. There are more than 15,000 people from Myanmar
who have fled to India across the border right after the coup until May. Among them, soldiers, police, and civil
servants are included.

Environment

Environmental conservation and natural resources are inversely affected. The latter is the main source of revenue
for running the SAC mechanism. On the other hand, it has been proven by periods of military rule that natural
ecosystems have also been damaged by the over-exploitation and selling of timber, jade, natural gas, and other
valuable resources on the surface and under the water and ground. Once again, the military council's attempt to
sell valuable natural resources is a serious concern for environmental conservation.

Tourism

The tourism sector has grown rapidly under semi-democratic governments and this industry has developed
exponentially due to the public's easy access to the internet and social media, and technological development.
Even so, it lags behind the other ASEAN countries. Despite this delay, the sector came to a complete halt after
the coup.

Political stability and Economic Development

The resilience of the businesses and people in Myanmar is a miracle. Political stability is necessary for the
economic development of the country. A necessity for political stability is to fulfill the Panglong agreements in
the 21% century which were made in the 19" century as the 21% century political results alone will not directly
address the problems that existed since the 19" century.
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“The country has been through much turmoil and strife for so long, but its people are resilient,
Innovative against the odds, and astonishingly brave. The young women and men of Myanmar
are especially impressive, and with open hearts and minds I believe they can achieve much.”

(2019)
Dr.Ronald Findlay(1935-2021)

Ragnar Nurkse Professor of Economics at the School of International and Public Affairs, Columbia University,
and well-known Burmese economist

Ref: Myanmar Economic Bulletin Vol.2 No.1 (2019)
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“The country has been through much turmoil and strife for so long, but its people are resilient,

innovative against the odds, and astonishingly brave. The young women and men of Myanmar

are especially impressive, and with open hearts and minds | believe they can achieve much.”
(2019)

Dr.Ronald Findlay(1935-2021)

Ragnar Nurkse Professor of Economics at the School of International and Public Affairs, Columbia University,
and well-known Burmese economist

Ref: Myanmar Economic Bulletin VVol.2 No.1 (2019)
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