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POLITICAL ECONOMY

Lee Jones

This chapter provides a basic, general overview of the main features of Myanmar’s political
economy to help contextualise the more specific chapters that follow in this section. Myanmar’s
economy today contrasts starkly with those of its more developed Southeast Asian neighbours
like Thailand and Malaysia. While the latter underwent rapid industrialisation from the 1970s,
becoming middle-income economies, Myanmar remains one of the world’s poorest countries,
with socio-economic indicators slightly worse than Southeast Asia’s other post-‘socialist’
economies and comparable to underdeveloped African states (see Table 18.1).

Beyond these headline data, Myanmar is also struggling to reform an economy characterised
by severe capital scarcity; atrocious infrastructure; a rapacious, extractive and predatory mode of
development; rampant corruption; and the concentration of economic power in a small elite
clustered around the military (Jones 2014b). While these arrangements staved oft state collapse
in the face of economic crisis and Western sanctions, they have perpetuated patterns of violence,
poverty and exclusion that have changed little since the installation of an electoral regime in
2010-2011.

The following sections explore the two major dynamics shaping this outcome: the failure of
Cold War-era ‘socialist’ development, which retarded the development of class forces and
locked Myanmar into a resource-exporting, capital-importing model; and the post-Cold War,
politically-constrained moves towards marketisation, which concentrated economic power in a
small elite. The implications for Myanmar’s contemporary political economy and the ‘reform’
process are then considered before the conclusion.

The failure of ‘socialist’ development

Myanmar’s post-colonial development —under civilian rule (1948-1962), the military-dominated
Revolutionary Council ([RC] 1962—-1974), and the Burma Socialist Programme Party ([BSPP]
1974-1988) — involved a quest for ‘nationalisation, Burmanization and industrialisation” (Brown
2013). Attempting to overcome colonial legacies and secure Myanmar’s independence, succes-
sive regimes pursued an increasingly autarkic mode of import-substituting industrialisation
(ISI). As in other developing countries, this failed due to structural weaknesses: inadequate
exports to finance industrial development, producing growing dependency on external finance
that proved disastrous when commodity prices collapsed in the 1980s. In Myanmar, this was
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Table 18.1 2014 GDP (estimated, constant 2005 prices and exchange rates) and
Human Development Index data

Country GDP (US$bn) GDP per capita (§) HDI (rank)
Malaysia 220.2 7,294 0.78 (62)
Thailand 248.3 3,705 0.73 (93)
Philippines 165.1 1,650 0.67 (115)
Vietnam 92.8 1,003 0.67 (116)
Laos 5.4 781 0.58 (141)
Cambodia 11.5 745 0.56 (143)
Tanzania 33.1 652 0.52 (151)
Myanmar 26.3 490 0.54 (148)
Mali 11.6 490 0.42 (179)

Source: UNCTAD (2016); UNDP (2015: 208-211).

exacerbated by the total exclusion of foreign investment and cost of counter-insurgency opera-
tions against communists and ethnic-minority separatists. Ultimately, ‘socialist’ development
failed to change the sectoral composition of Myanmar’s economy, leaving it heavily reliant on
basic commodity production and low-level industry, while weakening or destroying key
economic classes and concentrating power among state-based actors.

At independence, the modern sectors of Myanmar’s economy were controlled by foreigners:
Europeans dominated foreign trade and large-scale industry; Indians, credit, domestic trade and
intermediate industry; and Chinese, urban retailing. Economic nationalism — which remains a
powerful ideological current — drove the Bamar-led independence movement to reverse this
effect of British colonialism and develop an independent, Bamar-dominated industrial economy.
As in many post-colonial countries, this involved nationalising economic assets and the state-led
nurturing of domestic industries to substitute foreign imports (Brown 2013).

However, also like similar countries, ISI faced fundamental structural impediments.
Developing domestic industry requires mobilising capital to purchase machinery and necessary
inputs. This can be financed through domestic or foreign investment, loans or aid; the earning
of export surpluses; and/or government revenues. However, developing countries typically
lack adequate domestic savings and their states struggle to collect taxes. Furthermore, colonial
underdevelopment left their economies largely producing primary commodities while relying
on imports from developed countries for capital goods and intermediate industrial inputs.
Consequently, even if the necessary finance is available, developing industry typically involves
increasing imports, which erodes the surplus of exports over imports used to finance capital
purchases. In order to restore the surplus, governments must often suppress imports, which
dampens economic growth by starving the economy of necessary resources.

Myanmar has experienced this classic underdevelopment ‘trap’ for its entire post-colonial
history, except perhaps after 2005, since when booming hydrocarbon exports have finally pro-
duced a structural trade surplus (though this is now again being eroded). Myanmar’s main
opportunity to generate export surplus was through commercial agricultural development.
However, successive regimes, embroiled in counter-insurgency in Myanmar’s borderlands,
instead prioritised socio-political stability in the Bamar heartlands. To avoid peasant unrest, the
state avoided consolidating large, industrial farms, and barred private lenders from agriculture;
yet, it could not finance adequate infrastructural investment or inputs itself. Forced rice
purchases at below-market prices appeased urban consumers, but disincentivised peasants to
improve output. Accordingly, agricultural output actually fell (Brown 2013, ch. 4). Meanwhile,
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counter-insurgency campaigns sucked scarce resources into unproductive military spending.
Consequently, Myanmar failed to generate the surplus necessary to finance ISI. As early as the
late 1950s, as the state invested in factories, power generation and infrastructure, dependence
on imported inputs rose, and production became constrained by chronic shortages of foreign
exchange required to purchase inputs and equipment (Taylor 2009, 21; Larkin 2012, 10).

This structural problem persisted under RC and BSPP rule, prompting more radical measures
that did not spur growth but did substantially alter patterns of economic ownership and control.
An exodus of European and Indian capitalists after World War II had already shifted ownership
into the hands of local merchants. However, the RC went further, abolishing agrarian tenure
and nationalising all internal trade and 15,000 private firms, driving up to 300,000 ethnic-Indian
entrepreneurs to emigrate, and excluding foreign investors (Taylor 2009, 342, 317). Far from
solving ISI’s fundamental contradictions, these measures only exacerbated capital shortages.
However, they also entirely eliminated the domestic bourgeoisie and the remnants of the
landlord class, and drove much of the petit-bourgeoisie into the black market (further reducing
tax revenue). Consequently, by the mid-1980s, while some 34,596 private firms remained, they
were almost exclusively small-scale, with only six employing over 100 people. The state
monopolised large-scale industry, funnelling what scarce resources it could mobilise for ISI into
state-owned enterprises, and controlled 39 per cent of domestic output (Taylor 2009, 346).
Thus, the main impact of nationalisation was to concentrate economic power in the hands of
state-based actors, eliminating independent, legal centres of power and wealth. ISI’s failure also
retarded the development of a working class: by 1985/6, only 8.3 per cent of the population
worked in industry, lower than in 1931 (Taylor 2009, 345). This suppression of socio-economic
forces beyond the state is a crucial legacy of RC/BSPP rule which continues to shape Myanmar’s
development.

The chronic shortage of capital needed for ISI, and growing economic stagnation, led the
BSPP to try to stimulate commodity exports and accept foreign aid and loans after 1971. Again
like many developing countries, Myanmar was encouraged to borrow heavily after the oil crises
and subsequent petrodollar glut. By 1987, its foreign debt was US$5.7bn (Taylor 2009, 376).
Loans were initially used to increase agricultural commodity and natural gas production, boosting
export revenues, and to expand industrial output. However, with foreign investment still banned,
Myanmar’s exports did not grow sufficiently to cover the growing cost of imported capital and
intermediate goods needed to fuel this growth, generating persistent trade deficits after 1978.
Subsequent efforts to suppress imports merely retarded growth, further depressing government
revenues. To cover the shortfall, the government began printing money, generating hyperinfla-
tion, and borrowed more, increasing its indebtedness (Tin Maung Maung Than 2005, ch. 6).

In the early 1980s, most developing countries, including Myanmar, suffered a massive
collapse in export revenues as global commodity prices fell, leaving them unable to service their
foreign debt. Myanmar’s capitalist neighbours in Southeast Asia escaped their debt crises via the
1985 Plaza Accord, which inflated the yen, encouraging Japanese firms to outsource production
to their economies. This consolidated their successful turn to export-oriented industrialisation,
financed by foreign investment and export revenues. However, since Myanmar remained
closed to foreign investment, the Plaza Accord merely increased the cost of servicing its
yen-denominated debts (Steinberg 2001, 22). By 1988, Myanmar’s debt-to-GDP ratio was
75 per cent, and debt repayments were absorbing 55-91 per cent of its dwindling export
revenues (Steinberg 2001, 6). The ISI development model had utterly failed; the state was on
the verge of bankruptcy. Belated interventions, including two disastrous currency demonetisations
designed to quash the black market, helped precipitate mass unrest that toppled the regime in
1988, prompting the military to seize power.
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Given ISI’s failure, the basic sectoral composition of Myanmar’s economy had remained
basically unchanged since colonialism, notwithstanding significant shifts in ownership and
control. By 1985/6, two-thirds of the population remained engaged in unproductive, mostly
subsistence agriculture, comprising about 28 per cent of GDP. Only 10.5 per cent worked in
industry, contributing just 8.3 per cent of GDP, while the state employed 10.6 per cent of
citizens (Taylor 2009, 344-346). Myanmar’s military regime thus inherited a bankrupt state and
a backwards economy heavily dependent on basic commodity production and lacking an
indigenous bourgeoisie. This legacy significantly shaped Myanmar’s subsequent development
trajectory.

The constrained turn towards marketisation

Rather like other developing countries faced with structural adjustment imposed by Interna-
tional Monetary Fund intervention, Myanmar’s new rulers had to significantly liberalise the
economy to avert state collapse. As elsewhere in Southeast Asia, however, this process was
heavily shaped by political imperatives: the need to restore socio-political order, particularly in
Myanmar’s insurgency-prone borderlands. Constrained marketisation thus generated a new
economic elite, but one tied closely to the military: army generals-cum-businessmen; former
borderlands smugglers and drug lords; and crony capitalists. Economic development was further
constrained by Myanmar’s balance-of-payments trap, the legacy of socialist underdevelopment,
and dependence on Asian markets and investors. Combined, these trends channelled Myanmar’s
economy towards rapacious natural resource exploitation, generating an uneven and often
violent mode of development.

Although Myanmar’s military regime (1988-2011) initially embarked on crash liberalisation,
this was curtailed in the late 1990s, partly for structural reasons inherited from the BSPP era.
Initially, foreign investment was welcomed; trade in agricultural commodities, timber and
fisheries was liberalised to generate export revenues; and oil contracts were signed with Western
companies. The regime also committed itself to expanding the private sector and began priva-
tising state assets. This averted total state bankruptcy and restored economic growth, though it
was not until 1995/6 that per capita incomes recovered to pre-crisis levels (Brown 2013, ch. 5).
However, liberalisation slowed then reversed in the late 1990s. Reflecting Myanmar’s under-
development trap, as the economy recovered, imports exceeded exports, generating a persistent
balance-of-payments crisis and foreign exchange shortages — exacerbated by the 1997-1998
Asian financial crisis (see Figure 18.1). Yet again, the government had to suppress imports,
retarding growth. Structurally, the state remained incapable of mobilising resources for
investment. Rising government spending vastly exceeded revenues, prompting the regime to
print more money, causing hyperinflation until spending, like imports, was suppressed in the
late 1990s (Myat Thein 2004, 215, 220). Privatisation also foundered due to a BSPP legacy: the
absence of an indigenous business class capable of purchasing and managing state-owned enter-
prises (SOEs), which generated fears that buyers would simply asset-strip SOEs and fire workers
(Abel 2012).

The constraints on liberalisation were not merely structural, however; they also stemmed
from the military regime’s political strategy, which prioritised socio-political stability and
‘state-building’ over economic liberalisation (Mya Maung 1998). The junta confronted a restive
Bamar population that had revolted in 1988 and kept simmering following the military’s refusal
to transfer power to civilians after multiparty elections in 1990. Privatisation was partly curtailed
due to fears of renewed unrest if unemployment rose further (Khin Maung Nyo 2012). An even
more serious threat was the widespread ethnic-minority insurgency in Myanmar’s borderlands.
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Figure 18.1 Myanmar’s macroeconomic indicators

Source: UNCTAD (2016).

Although the regime wanted economic growth to pacify the population, its willingness to
embrace liberalisation was heavily constrained by these security imperatives, coupled with the
traditional Bamar-nationalist disdain for foreign investors and capitalists in general. Rather than
allowing markets free rein, the military thus sought to channel economic flows so as to
strengthen forces loyal to the state over their enemies.

First, the military shaped economic liberalisation to augment the economic base of itself and
the wider state apparatus that it dominated. It established two large, military-run conglomerates
to absorb state assets and attract foreign investment. Union of Myanmar Economic Holdings
Limited developed interests in banking, trade, gems, tourism and real estate, and joint ventures
with foreign firms in garment and consumer goods factories, gems, wood products and trade,
transportation, cement, construction and real estate. Myanmar Economic Corporation acquired
interests in heavy industry, foodstuffs, trade, banking, tourism, gems, minerals, natural gas, elec-
tricity, telecoms, construction, and transportation (Steinberg 2001, 178, n17—-18; Brown 2013,
ch. 5). The state channelled 81 per cent of foreign investment for joint ventures (comprising
25 per cent of total foreign investment) towards such entities (Myat Thein 2004, 256).

Secondly, and more innovatively, the regime fostered the emergence of so-called ‘national
entrepreneurs’: indigenous big businessmen who would be loyal and useful to the state. They
mostly emerged from the black market — the only domain where people had been able to
accrue capital and business experience — supplemented by those who successfully exploited the
early liberalisation of border trade to earn small fortunes. Marketisation was a significant
capitulation to these forces, reflecting the regime’s desperate need for capital. However, the
junta sought to encourage their ‘return to the legal fold” on its terms insofar as possible. Thus,
for example, individuals who had reaped fortunes from cross-border smuggling and drug
trafficking were invited to create private banks — after paying a 25 per cent ‘whitening tax’ — and
invest in the national economy (Turnell 2009, 260-265). Others were allowed to found major
business enterprises and given privileged access to finance, licences and government contracts.
The state had strategically retained legal monopolies in key industries like timber, hydrocar-
bons, gemstones, communications, metals, and air and railway transportation. Yet, with SOEs
unable to run these effectively, their activities were often subcontracted to favoured private
businessmen or carried out as joint ventures. These concessions generated what are now
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Myanmar’s dominant private conglomerates, headed by leading ‘crony capitalists’ like Tay Za,
Zaw Zaw, Kyaw Win, Thein Tun, Eike Htun, Htay Myint, Aung Ko Win and the late heroin
kingpin Lo Hsing Han (succeeded by his son, Steven Law). In exchange, these individuals were
expected to provide services to the state, such as mediating between the regime and their
respective ethnic-minority groups, donating funds to regime activities and undertaking con-
struction work. Significant assets were also ‘privatised’ into the hands of the United Solidarity
and Development Association, a military-organised mass organisation that later became the
basis for the Union Solidarity and Development Party (USDP) under President Thein Sein
(2011-2015) — which was partly bankrolled and staffed by crony capitalists (Jones 2014b,
149-151). Although some independent businessmen were able to flourish under military rule,
none could do so without close connections to army patrons.

Importantly, this development strategy now encompassed ethnic-minority leaders, as part of
a strategy dubbed ‘ceasefire capitalism’ (Woods 2011b). From 1989, the regime signed ceasefires
with war-weary ethnic-minority insurgents, promising their leaders development spending and
business opportunities in exchange for halting their armed rebellions and tolerating expanded
military deployments in their domains. Regional military commanders subsequently mediated
extensive business deals — particularly around timber, mining, hydrocarbons, hydropower and,
more recently, agribusiness — tying borderland elites into increasingly centralised patronage
networks (MacLean 2008; Woods 2011a, b; TNI 2011; Jones 2014a). Again, state-mediated
foreign investment cemented these ties: by 2011, two-thirds of Myanmar’s total foreign invest-
ment was concentrated in the resource-rich borderlands (TNI 2011, 12).

Implications: Myanmar’s contemporary political economy

The legacy of the failure of ‘socialist’ development, coupled with the military regime’s devel-
opment strategy, yields four important outcomes that fundamentally shape the contours of
Myanmar’s contemporary economy and polity. Growth has occurred, consolidating forces loyal
to the state. However, this growth has been concentrated in extractive sectors, cementing
Myanmar’s structural position as a producer and exporter of raw commodities. This has
generated a rapacious, uneven and often violent mode of development, and a configuration of
socio-political forces that is less amenable to genuine democratisation than to violent unrest.

First, the military succeeded in strengthening the state vis-a-vis those capable of disrupting
socio-political order. The military regime presided over significant economic expansion, a
point overlooked by those primarily concerned to criticise the junta (see Figure 18.1). Although
its ‘achievements’ fell well short of total victory, one simply cannot understand the military’s
decision to cede formal power to an electoral regime in 2011 without the realignment of forces
that this strategy helped bring about (Jones 2014a).

Secondly, however, this strategy clearly failed to generate broad-based economic develop-
ment, notwithstanding a significant shift of ownership and control to the private sector. The
regime’s retention of extensive economic regulation — partly for structural reasons and partly to
help control Myanmar’s emerging capitalist class — produced a climate inhospitable to market-led
growth. Western investors were deterred by the regulatory climate and mounting international
economic sanctions (see Jones 2015, ch. 3). Accordingly, despite investment commitments of
US$7bn by 1998, less than a quarter of this actually materialised (Riiland 2001, 151). Apart
from a short-lived boom in low-value-added garments manufacturing — curtailed after 2003 by
sanctions — private industry remained underdeveloped. It remained hamstrung by structural
problems, notably capital scarcity, exacerbated by the regime’s regulatory policies and funnel-
ling of resources towards state-linked enterprises; and poor infrastructure, which, as noted, the

186



Political Economy

government could not muster enough resources to fix. Similarly, agriculture remained
stubbornly underdeveloped. Notwithstanding the emergence of some large-scale agribusinesses
in the regime’s final years, the junta continued to prioritise maintaining rural social order and
low rice prices for urban consumers over the structural reorganisation of agriculture. Notwith-
standing some output improvement, as before, private capital largely remained barred from
agriculture, yet the state could not finance additional infrastructure and inputs (Brown 2013, ch. 5).

Thus, internal and external structural constraints, coupled with the regime’s strategy,
channelled Myanmar’s development towards the extractive sectors and primitive accumulation.
Otherwise starved of capital, the regime became dependent on Asian investors primarily
interested in accessing Myanmar’s largely untapped natural resources — an approach that gelled
with the regime’s ‘ceasefire capitalism’. In the 2000s, while Western investors fled, Indian, Thai
and especially Chinese investors funded large-scale oil, gas, mining, timber and hydropower
projects. This entrenched Myanmar’s structural position as a primary commodity producer,
exporting raw and semi-processed natural resources and importing capital goods, inputs and
complex manufactures (see Tables 18.2 and 18.3, and chapter by Caillaud and Bissinger). Apart
from a boom in oil, gas and gemstone production, which comprises most of the apparent rise
in ‘industry’, Myanmar’s economic structure and employment patterns remain essentially
unchanged since BSPP rule — indeed, since independence. The rest of the modern economy
remains underdeveloped, with most people reliant on subsistence agriculture or the informal
economy (see chapter by Okamoto).

The third, related implication is that Myanmar’s mode of development — particularly in the
borderlands —is extractive, rapacious, highly uneven and often violent. Failed ISI, coupled with
military state-building, has constructed an economic system centred on subsistence agriculture
and low-value-added, menial services in the non-tradable sector, and the rapid extraction and
export of natural resources in the tradable sector. The latter involves what Harvey (2004) calls

Table 18.2 Share of value added and employment by sector

Share of value added (%)" Share of employment (%)

1985 2013 1990" 2010¢
Agriculture 48.2 33.2 56.5 52.4
Industry 13.1 29.9 15.1 12
Services 38.7 36.9 28.4 355

Sources: a: UNCTAD (2016); b: Government of Myanmar (1990);
¢: Government of Myanmar (2011: 38).

Table 18.3 Composition of Myanmar’ trade

Top 2011/12 exports (%) Top 2011/12 imports (%)

Gas 38.3 Petroleum products and chemicals 25.8

Grains and pulses 18 Machinery 10.9

Jade 8.5 Iron, steel and products thereof 11.3

Wood and products 6.7 Motor vehicles 8.5
thereof’

Fish and crustaceans 6.5 Palm oil 4.3

Source: WTO (2014: 14).
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‘accumulation by dispossession’: the often violent grabbing and enclosure of natural resources,
including land, from its local inhabitants and users, and the monopolisation of rents by power-
ful groups. Crucially, these sectors are effectively ‘enclaves’, providing massive export revenues
but very little employment or spill-over benefits to the wider economy (Brown 2013, ch. 5).
For example, in 2010, hydrocarbons and gemstones comprised 63 per cent of Myanmar’s
exports (US$4.8bn), but the entire mining and quarrying sector employs just 1.6 per cent of the
population (UN Data 2013; Government of Myanmar 2011, 38). Chinese-backed extractive
projects are particularly notorious for failing to benefit locals, sometimes even using migrant
Chinese labour and imported food to feed them. Moreover, revenues are often appropriated by
ceasefire groups, military units or crony companies controlling the trade. According to Global
Witness (2015, 35), up to US$6bn per year is being misappropriated in the jade industry alone.

Although some proceeds have flowed through the state, enabling recent increases in govern-
ment spending, there is little sign that this is being reinvested in productive activity. The mili-
tary still takes the lion’s share, absorbing around 20 per cent of the formal government budget
since 2011, plus extensive oft-budget income. Rents have been funnelled into extremely
unproductive uses, such as military spending and vast construction projects, like the new capital
at Naypyidaw, which have further fuelled inflation. While this may have benefited some workers,
and military families dependent on the army for basic sustenance (Callahan 2000, 31-32), the
wider population has not benefited. Plans for development led by small and medium sized
enterprises have seen little realisation, while agriculture remains hamstrung by the longstanding
problems identified above (see chapter by Okamoto). Crony capitalists have gradually expanded
their empires, monopolising business opportunities and extracting rents from the population.
While their banking interests are booming in the reform era, dominant interests continue to
receive most credit (see chapter by Foerch). In the borderlands, widespread hopes for
post-ceasefire development have been dashed in most areas as ceasefire group leaders and their
allies have monopolised economic opportunities, fuelling extensive popular resentment (see
chapter by Sadan and Mechan). Military, capitalist and ethnic-minority elites have generally
failed to energise Myanmar’s productive forces, instead purchasing luxury goods, funnelling
money offshore and fuelling a domestic real-estate bubble (Saw Yan Naing 2013; Mahtani
2014; Ko Ko Aung 2015). Although the lifting of Western sanctions and the initiation of
economic reform raised hopes of change, dominant forces have so far steered much of the
reform process to benefit themselves. Foreign investment remains concentrated in the extractive
sectors, while industrial and commercial investors are mostly partnering with established crony
conglomerates (Jones 2014b, 156-163).

The final noteworthy outcome of Myanmar’s developmental trajectory is the socio-political
forces and conflicts it has generated. Ancien régime forces are deeply entrenched in the polit-
ical economy. The main social entity to have consolidated is the now 450,000-strong army.
Retired and serving generals have extensive business interests, and neither they nor their civilian
crony capitalists could be easily dislodged from their dominant economic position; indeed, their
capital and business skills are in more demand than ever. Even Aung San Suu Kyi has courted
the cronies (Aung Zaw 2013). Under her post-2015 government, reform has stalled, while
military and crony-capitalist firms continue to be prime beneficiaries of economic liberalisation
(Peel 2017). The dominance of such forces, and the illicit nature of their wealth, means that
corruption and associated poor governance is likely to persist (see chapter by Tin Maung Maung
Than). Conversely, alternative social forces remain weak. Given the failure of industrial
development, the petit-bourgeoisie is still overwhelmingly small-scale and fragmented, while
the working class is small and — despite the recent legalisation of enterprise-level trade unions
— remains relatively disorganised and subject to continued violent state repression. Most of the
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population are impoverished peasants, fragmented by severe ethnic divisions. Put bluntly, this
configuration is unfavourable for the consolidation of genuine democracy, or even serious eco-
nomic reform (Jones 2014b). Coupled with the National League for Democracy’s own
weaknesses, this helps explain why the post-2015 government has so far failed to deliver
significant economic change. Its economic ‘policy’, announced in July 2016 — seven months
into its tenure — covered just three pages. More substantive policies have not materialised.
Changes to foreign investment rules, for instance, have been repeatedly promised but, as of
early 2017, remain forthcoming.

The political economy context is also rife with conflict. Rapacious resource grabs and
extraction in the borderlands have generated widespread popular resentment among
ethnic-minority populations and are understood to have directly prompted the resumption of
the Kachin insurgency since 2011 (Brenner 2015). Much of the subsequent fighting has
occurred around the massive Sino—Myanmar oil and gas pipeline traversing Kachin state.
The failure of borderlands development means that drug cultivation and trafficking — often the
only source of income for rural populations — remains endemic; indeed, despite recurrent
crackdowns, it is increasing (UNODC 2014). Popular Bamar-nationalist resentment of exten-
sive Chinese involvement in extractive investments has also prompted protests, resulting in the
postponement of the US$3.6bn Chinese hydropower project at Myitsone in 2011. The state
violently suppressed demonstrations against a joint Myanmar military—Chinese Letpadaung
copper mining project in 2013, then renegotiated the deal to favour Myanmar — backed by
Aung San Suu Kyi, who instructed protesting farmers to relent. Farmers are increasingly
protesting other forms of land-grabs by military and crony companies, again often facing harsh
state repression. Since anti-military, anti-crony and anti-Chinese protest clearly remains
dangerous, growing Bamar economic nationalism has also apparently been channelled into a
viciously xenophobic, anti-Muslim boycott movement led by Buddhist monks. This has
intersected dangerously with anti-Muslim communal violence in Rakhine state.

Conclusion

The main features of Myanmar’s post-colonial development have been the failure of state-led
industrialisation before 1988, followed by politically-constrained economic liberalisation.
Combined, these dynamics have barely altered the basic structure of Myanmar’s political
economy, which — despite considerable growth in the last two decades — remains heavily
agrarian and reliant on exporting basic commodities and raw materials, and importing capital
goods and inputs. Myanmar has thus never escaped the ‘underdevelopment trap’ afflicting many
developing countries. Indeed, Figure 18.1 shows that, even today, as Myanmar’s economy
booms in the so-called ‘reform’ era, imports are once more outstripping exports. While foreign
investment is partially plugging the gap, currently, the government’s ambitious spending plans
are yet again being financed by arguably unsustainable overseas borrowing — US$1bn from
2011-2013 alone (Eleven Media 2015). These failures — stemming from the political constraints
and strategies of successive regimes — explain Myanmar’s dismal performance relative to South-
east Asia’s export-oriented, industrialising neighbours.

Myanmar’s mode of development is also highly uneven, exploitative, rapacious and often
violent, generating a narrow economic elite, widespread corruption and deep social conflicts.
Essentially, capital accumulation occurs primarily in lucrative, cartelised/ monopolistic and
tradable sectors dominated by the state, the military and their corporate allies. The rest of the
population remains largely mired in low value-added activity: subsistence agriculture, petty
trading, basic service provision and small-scale, labour-intensive manufacturing and processing.
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This structure has empowered and enriched forces close to the previous regime, and has been
functional in avoiding state collapse and allowing the army to superintend a transition to what
it calls “discipline-flourishing democracy’. But it has also entrenched poverty, underdevelop-
ment and corruption, and bred widespread resentment and social unrest. So far, the National
League for Democracy government has done virtually nothing to challenge these structural
dynamics. Unless it moves rapidly to leverage growing resource export revenues and foreign
investment to rapidly generate broader-based growth, the prospects for Myanmar’s economy
and social stability look dim.

Note

1 Myanmar’s statistics are notoriously unreliable. They are used herein to indicate broad patterns, rather
than provide precise measures.
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