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Executive Summary 
Each time global attention is focused on events in Myanmar, concerned stakeholders turn to China to influence the military government to undertake reforms. Yet simply calling on Beijing to apply more pressure is unlikely to result in change. While China has substantial political, economic and strategic stakes in Myanmar, its influence is overstated. The insular and nationalistic leaders in the military government do not take orders from anyone, including Beijing. China also diverges from the West in the goals for which it is prepared to use its influence. By continuing to simply expect China to take the lead in solving the problem, a workable international approach will remain elusive as Myanmar continues to play China and the West against each other. After two decades of failed international approaches to Myanmar, Western countries and Beijing must find better ways to work together to pursue a wide array of issues that reflect the concerns of both sides. 

The relationship between China and Myanmar is best characterised as a marriage of convenience rather than a love match. The dependence is asymmetric – Myanmar has more to lose should the relationship sour: a protector in the Security Council, support from a large neighbour amid international isolation, a key economic partner and a source of investment. While China sees major problems with the status quo, particularly with regards to Myanmar’s economic policy and ethnic relations, its preferred solution is gradual adjustment of policy by a strong central government, not federalism or liberal democracy and certainly not regime change. In this way, it can continue to protect its economic and strategic interests in the country. In addition to energy and other investments, Myanmar’s strategic location allows China access to the Indian Ocean and South East Asia. 
But Beijing’s policy might ultimately have an adverse effect on Myanmar’s stability and on China’s ability to leverage the advantages it holds. Political instability and uncertainty have resulted in a lack of confidence in Myanmar’s investment environment, and weak governance and widespread corruption have made it difficult for even strong Chinese companies to operate there. Myanmar’s borders continue to leak all sorts of problems – not just insurgency, but also drugs, HIV/AIDS and, recently, tens of thousands of refugees. Chinese companies have been cited for environmental and ecological destruction as well as forced relocation and human rights abuses carried out by the Myanmar military. These problems are aggravated by differences in approach between Beijing and the provincial government in Yunnan’s capital Kunming, which implements policies towards the ethnic ceasefire groups. 
At the same time, resentment towards China, rooted in past invasions and prior Chinese support to the Communist Party of Burma, is growing. Myanmar’s leaders fear domination by their larger neighbour, and have traditionally pursued policies of non-alignment and multilateralism to balance Chinese influence. Increasing competition among regional actors for access to resources and economic relationships has allowed Myanmar to counterbalance China by strengthening cooperation with other countries such as India, Russia, Thailand, Singapore, North Korea and Malaysia. The military government is intensely nationalistic, unpredictable and resistant to external criticism, making it often impervious to outside influence. 

While China shares the aspiration for a stable and prosperous Myanmar, it differs from the West on how to achieve such goals. China will not engage with Myanmar on terms dictated by the West. To bring Beijing on board, the wider international community will need to pursue a plausible strategy that takes advantage of areas of common interest. This strategy must be based on a realistic assessment of China’s engagement with Myanmar, its actual influence, and its economic and strategic interests. The West could better engage China to encourage Myanmar’s government to commit to a truly inclusive dialogue with the opposition and ethnic groups. In addition to talks on national reconciliation, dialogue should also address the economic and humanitarian crisis that hampers reconciliation at all levels of society. At the same time, China should act both directly and in close cooperation with ASEAN member countries to continue support for the good offices of the United Nations as well as to persuade the military to open up. 

Myanmar is heading towards elections in 2010 which, despite major shortcomings, are likely to create opportunities for generational and institutional changes. International policy towards Myanmar accordingly deserves careful reassessment. China is encouraging the government to make the process genuinely inclusive, but will certainly accept almost any result that does not involve major instability. While its capacity and willingness to influence Myanmar’s domestic politics is limited, the international community should continue to encourage Beijing as well as other regional stakeholders to take part in a meaningful and concerted effort to address the transition in Myanmar.

Beijing/Jakarta/Brussels, 14 September 2009
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I. introduction

China’s political and commercial position in Burma/
Myanmar
 is in large part a consequence of decisions made in Western capitals. Confronting a comprehensive set of economic and diplomatic sanctions by the U.S. and the European Union, as well as the suspension of new development assistance by Japan in 1988,
 Myanmar sought stronger relations with its neighbours. Burmese Prime Minister Ne Win had begun working to improve diplomatic relations with China in October 1970 and visited Beijing the following August, but it was not until years later that ties improved. Border trade officially opened in 1988. The Communist Party of Burma (CPB), which China had supported, collapsed in March 1989, around the same time that democracy movements in both countries were followed by harsh crackdowns and Western condemnation. Relations warmed considerably. China, which had just entered a period of economic reform and development, readily expanded its stake in Myanmar. 

The benefits were almost immediate for Myanmar. China’s economic, military and political support was a lifeline for the military government.
 Disastrous nationalisation policies had turned Myanmar into one of the world’s most impoverished countries, and it relied increasingly on trade, investment and aid from China. China also provided military assistance, beginning in 1989, at a time when few others were willing to supply arms. China’s value to Myanmar has only increased with its rise as a regional power.
As Myanmar’s strongest supporter, China’s backing for any international strategy to promote positive change is vital, but there are important limits to China’s influence over Myanmar and to how it is willing to exert pressure. This report examines the drivers of Chinese national and provincial policy towards Myanmar and its implications for international approaches toward the country. In so doing, it explains how Chinese authorities manage the relationship with the Myanmar government, ethnic groups and opposition; and analyses limits on Chinese influence. The report does not present a general framework for international policy on Myanmar, which was the subject of an earlier Crisis Group report.
 
This report is based on interviews conducted on both sides of the China-Myanmar border, from Thailand on the Thai-Myanmar border, as well as in Yangon, Mandalay, Kunming, New Delhi, Bangkok, Geneva, New York and Washington DC. Crisis Group spoke to a wide range of diplomats, representatives of the ethnic and political opposition both in Myanmar and in exile, representatives of ethnic armed groups (both ceasefire and non-ceasefire), members of civil society, UN officials, and representatives of local and international NGOs. Most of those interviewed asked to remain anonymous, due to the sensitive nature of the subject and because of potential risks, particularly to those based in Myanmar.

II. 
beijing navigates 
myanmar’s politics

A. Bilateral Relations

While China holds a prominent place in Myanmar’s foreign policy, the reverse is hardly true. Myanmar is currently a low priority for Beijing.
 This was not always the case. In the years following the establishment of the People’s Republic of China in 1949, when China was relatively weak and had few friends, it made efforts to build relations with its neighbours to secure diplomatic recognition and ensure peace along its borders. China deployed significant resources, for example, to strengthen its relationship with Myanmar, including  sending Premier Zhou Enlai to Myanmar nine times between 1954 and 1965.
 In return for its assistance, China gained access to a large, untapped consumer market; exploration rights to oil and gas reserves; the rights to extract timber, minerals and gems; and contracts to build new energy and transport routes to support the development of its southwest. But as China became a regional force and now an aspiring global power, Myanmar remained isolated. 

The costs of cooperation with Myanmar have increased along with China’s international profile. Providing backing to a repressive and highly unpopular regime is a reputational burden. The issue has become an irritant in Beijing’s relationships with other powers, including the U.S., which its foreign policy increasingly prioritises. Nor does China discount the danger that future political upheavals caused by inept governance presents to its investments. While high-level contacts continue apace, including visits of top Burmese officials to China,
 no Chinese president or premier has visited Myanmar since 2001.
 This loss of priority has been noted by Myanmar, which has become increasingly suspicious of China’s strategic intentions. Many in Myanmar fear that China might use it as a bargaining chip in its relationship with the U.S.
 These fears increase every time China backs UN efforts to pressure Myanmar (see below).

More troubling to Beijing than international opprobrium, however, is the potential instability that could spill across the border. China’s security strategy has traditionally focused on protecting its long, unstable borders.
 The 2,192-km frontier region with Myanmar has long been known for its lawlessness, drug trafficking and the prevalence of HIV/AIDS. Because conflict along the border has been an enduring characteristic of post-independence Myanmar, China is acutely sensitive to any rapid political change that could lead to instability.
 It is also nervous about the aspirations of the Wa and Kachin populations within its own borders.
 

Many Chinese officials realise that the continued failure of the military government to deliver basic economic development and social progress to its people could undermine both Myanmar’s stability and China’s ability to advance its own economic blueprint. Such concerns deepened after the October 2004 arrest of the former prime minister and intelligence chief, Khin Nyunt, whom Chinese officials had hoped would gradually lead Myanmar out of international isolation and on to economic reforms. Since his purge (and that of the relatively internationalised technocrats surrounding him), Beijing has been increasingly frustrated with the erratic and isolationist behaviour of the military leadership, which has spent vast amounts constructing a new capital in Naypyidaw, engaged in discussions to purchase a nuclear reactor from Russia and developed dubious relations with North Korea.
 
Rejecting tactics of isolation and sanctions, Beijing believes that political change must be gradual and is best promoted through engagement and encouraging economic development. It has been consistent in its opposition to sanctions – whether bilateral or multilateral.
 Its antipathy partially derives from its experience of being targeted by the USSR in the 1960s because of its nuclear program, by the U.S. until the 1970s, by the West after 1989, and in the 1990s for missile sales to Pakistan. Beijing believes sanctions are a product of power politics to force countries to submit to the will of more powerful others.
 Sanctions are also seen as a serious violation of the principle of non-interference.

In China’s view, sanctions punish people more than governments, leading to humanitarian and economic crises such as those in Iraq and Yugoslavia.
 Officials argue that they only complicate situations and add to difficulties in reaching an eventual settlement,
 and so are more effective as threats than when actually applied.
 Chinese analysts have also asserted that sanctions can backfire, leading to hardened positions and the loss of a channel for communication, citing as an example North Korea’s first nuclear test which occurred just days after Beijing cut off oil deliveries in September 2006.

Within China itself, there is very little interest in Myanmar, its people, or its social or political situation. Those with knowledge of the country regard it as a failed state rich in natural resources.
 According to one official, “They are beggars carrying gold bowls”.
 Others believe that Myanmar’s people have even fewer expectations of their government than the Chinese.
 Several officials cited as the principal reason for this the Buddhist belief that one has to suffer through this life to atone for the sins of a previous life.
 Chinese who have worked in the country recount difficulties in getting along with the Burmese, who they find overly sensitive and easily offended, behaviour they attribute to Burmese feelings of inferiority.
 Chinese living in Myanmar believe that local Burmese are not hard working or as industrious as the Chinese.
 Feelings of antipathy toward Burmese are also expressed in the Chinese blogosphere.
 

B. United Nations

The UN has been involved with Myanmar since the massacres of pro-democracy protesters in 1988.
 Since 1991, the General Assembly has passed seventeen resolutions deploring the situation there and calling for democratic change. Since 1993, the Secretary-General has been mandated to use his good offices to help in their implementation, and since 1995, three successive special envoys have made over two dozen visits to Myanmar, in addition to visits by the special rapporteur on human rights and others.
 Since September 2006, the Security Council has also become seized of the matter by formally including Myanmar on its agenda. In general, Beijing considers the UN a neutral actor, unthreatening to its influence in Myanmar, and one which it can influence through its role on the Security Council.
1. The Security Council veto

Beijing’s frustration with the regime peaked in January 2007. China exposed itself to intense international criticism by casting its first non-Taiwan-related veto in the Security Council since 1973 to defeat a U.S.-UK sponsored Security Council draft resolution on the situation in Myanmar. The draft resolution condemned Myanmar’s human rights situation, expressed strong support for the efforts of the Secretary-General and his representatives to implement his “good offices” mission, called on the government to permit international humanitarian organisations to operate without restrictions to address humanitarian needs and to begin a substantive political dialogue with all stakeholders, including ethnic group representatives.
 Having failed to block the issue from the agenda,
 China cast its veto as forewarned. China, along with Russia, stated that human rights problems were not the purview of the council unless they endangered regional or international peace and security, which the situation in Myanmar did not.
 

At the same time, China’s ambassador to the UN, Wang Guangya, called on the regime to “listen to the call of its own people ... and speed up the process of dialogue and reform”.
 Beijing then reinforced Wang’s message by sending State Councillor Tang Jiaxuan to Myanmar to tell Senior General Than Shwe that it expected more cooperation with international demands and that the government should speed up reforms.
 

China’s increased demands were rooted in its deep unease at having had to expose itself so publicly in the Security Council against the West. While it was in the company of Russia on the veto (with South Africa opposing and Congo, Indonesia and Qatar abstaining), its image suffered and it also took heat bilaterally from several Western countries.
 This took place during the lead-up to the 2008 Olympics, a sensitive time for China, when it was being labelled a supporter of repressive regimes, including in Sudan, by groups advocating boycotts. Beijing’s message to Myanmar was that it expected not to be put in a similar situation again; the military government needed to at least be seen to be cooperating more with the international community.
 
By mid-2007, this pressure had generated limited results. Shortly after Tang Jiaxuan’s visit, the Myanmar government accepted a new agreement with the International Labour Organization (ILO), which had been on the verge of being ejected from the country.
 And following Prime Minister Thein Sein’s May 2007 trip to Beijing, Myanmar announced a resumption of the long-stalled constitutional national convention.
 

At the same time, China became more involved in helping the military government improve some of its thorniest relationships: with the ethnic groups, the democratic opposition, and the U.S. China’s hope was that once these tensions were eased, the government might be able to concentrate more on improving the domestic situation. China convened the leaders of various armed ethnic groups in the capital of Yunnan province, Kunming, and pressed them to consider disarming.
 It urged the government to hold direct talks with Aung San Suu Kyi
 and reached out to the opposition by inviting their representatives to discuss their concerns. In July 2007, Beijing hosted two days of “secret” talks between U.S. Deputy Assistant Secretary of State for Southeast Asian Affairs Eric John and three senior envoys from Myanmar, the first such discussion since 2003.

2. Beijing’s reaction to the Saffron Revolution

When pro​tests broke out following an unannounced hike in fuel prices on 15 August 2007, Beijing was forced to move more quickly than it would have liked in pressuring the Myanmar government. As demonstrations led by monks gathered momentum in late September and the military government followed through on its threat to use force to end them, China faced international criticism and pressure to take a tougher stance.
 

Beijing both publicly and privately urged restraint on the generals.
 It supported an 11 October Security Council statement and a 2 October resolution in the UN Human Rights Council deploring the violence against peaceful protesters, a relatively major step.
 As soon as Beijing realised it was isolated in opposing the statement, it gave in.
 Before the resolution was adopted, however, Chinese diplomats ensured that it was far softer than the original.
 Outside of the UN, Beijing called for democratic progress and political dialogue. 
 It urged the government to receive the Secretary-General’s special adviser Ibrahim Gambari and grant him access to senior generals and Aung San Suu Kyi.
 Chinese officials worried that the government might be unable to ensure stability and were relieved to see the relatively swift way the protests were ended.
 While pushing Myanmar to handle its opposition in a more moderate manner, China ensured that the protests received scant coverage at home.
 

Since 2007, Chinese influence has failed to provide as much as hoped, with Gambari’s diplomatic efforts encountering mostly disappointment against high expectations. Despite Chinese support to the good offices mission,
 including by facilitating visits by the special adviser and visa arrangements, it was unable to ensure Gambari access to Than Shwe after his third visit.
 Although Gambari has had access to both the government and the opposition, including Aung San Suu Kyi and the NLD on all his visits, by his fifth visit from 6-10 March 2008 (which took place a month earlier than anticipated
), he returned frustrated, having been unable to meet with the top leadership, representatives of the ethnic minorities or certain domestic opposition groups.
 Some of his suggestions in the aftermath of the demonstrations were followed up, including a relaxation of security measures and the appointment of a liaison minister to start dialogue with Aung San Suu Kyi. But his subsequent proposals for creating a more inclusive constitution and referendum, allowing international observers during the referendum and releasing 1,900 political prisoners were all ignored.
 
Some observers claim that Beijing’s influence in getting Gambari a visa was diminished after it joined action in the UN condemning Myanmar, as Naypyidaw punished Beijing for having given in to the West. According to a Chinese diplomat, “It is not risk-free for China to be part of the Western alliance – these countries are all watching very carefully what China does to them. They say, ‘you side with them’. China can undermine its credibility by doing this”. 
 
Nevertheless, China continues to provide consistent support to the Secretary-General’s good offices and his special adviser and fully endorses the UN’s five-point agenda.
 Beijing prefers a route to UN engagement that does not involve the Security Council. Gambari has been received four times in Beijing at high levels, including by the state councillor and foreign minister.
 China provided strong support for the Secretary-General’s visit to Myanmar in July 2009 and has maintained outspoken participation (albeit at a slightly lower level than others) in supporting the Secretary-General’s “Group of Friends of the Secretary-General on Myanmar”.
 Such participation has attracted criticism from the Myanmar government, which complained to China after a meeting of the “Group of Friends” that called on the government to release Aung San Suu Kyi and other political prisoners.
  
China has also provided significant diplomatic support to the visits of the last two UN special rapporteurs on the human rights situation in Myanmar, who encountered similar obstacles to Gambari.
 On its overall support to the UN, a Western diplomat remarked, “China has really gone to bat for the UN on several occasions. They tell Burma that they need to be seen to be cooperating with the UN. They really ‘turned things over’ on the junta on UN issues”.

With regard to the seven-step roadmap,
 China supported a 17 January 2008 Security Council statement expressing regret for the slow progress in meeting objectives set out by the military government in October 2007, including democratic reforms, full respect for human rights and an end to forced labour and the repression of ethnic minorities.
 On 9 February 2008, the generals announced a timeline for implementing its roadmap, with a nationwide referendum on the draft constitution to be held in May, followed by ratification and then multiparty democratic elections in 2010.
 China was satisfied by this announcement, which it considered a rare sign of progress.
 

Beijing supports the roadmap, which it perceives as a viable way to overcome the stalemate and to improve Myanmar’s relations with the outside world.
 It hopes that the process will bring gradual change and eventually achieve reconciliation. While acknowledging that the roadmap is anything but perfect, and can hardly be termed “genuinely democratic”, it is “much better than not having such a roadmap”.
 Beijing has been encouraging Myanmar to make it more credible and transparent, at the same time explaining to outsiders that they should give the process a chance; it would be impossible to ask the government to “commit suicide” by giving up its status. China hopes that the roadmap will legitimise the government while reinforcing dialogue to support stability and development. To this end, it simultaneously encourages the participation of opposition and ethnic groups in the elections while pushing the government to accommodate some of their concerns (see Section II.D, “China and the ethnic groups”).
3. Ensuring aid after Cyclone Nargis

Cyclone Nargis struck in early May 2008.
 From Beijing’s point of view, the timing – coupled with the military government’s response – could not have been worse, coming just three months before the Olympics and at the same time as Myanmar’s constitutional referendum. Pressure and global outrage mounted as international agencies and aid workers were denied access to the affected areas by the authorities.
 U.S. Secretary of State Condoleezza Rice made a direct appeal for China to press the military government to accept more external disaster assistance.
 China supported another presidential statement that focused on the constitutional referendum,
 then ended up playing a critical role along with ASEAN member countries in convincing the military government to accept international aid and coaxed it to receive Admiral Timothy J. Keating, Commander of the U.S. Pacific Command at Yangon airport.
 China regarded this compromise as an “inexpensive” way to reduce international pressure.
 China then sent Foreign Minister Yang Jiechi to the ASEAN-UN International Pledging Conference on Cyclone Nargis co-chaired by the Secretary-General in Yangon on 25 May 2008. It supported the Secretary-General’s personal role in the conference as well as his visit to address the humanitarian situation.

Towards the end of the year, with the spread of the global economic crisis, China started to focus more on its own domestic situation. During a meeting with Than Shwe on 5 December 2008, Chinese Foreign Minister Yang Jiechi urged him to do more for his country.
 Noting that China was facing costs of its own, from the Olympics, the Sichuan earthquake recovery and the global economic crisis, he said that Beijing would not be in a position to provide endless support to Myanmar. China was concerned about Myanmar’s spending on non-priority programs, and warned that the government would face problems in failing to ensure economic growth and the delivery of social services.
 Referring to the 65-year sentences that had just been handed down to pro-democracy activists, Yang apparently said that China also had to deal with such problems, but rather sent such individuals to jail for only three or four years to reduce international attention.
 This typifies a Chinese method of trying to influence the government – pointing out how Beijing might proceed given similar circumstances.
 According to one Western diplomat, “The Chinese are actively trying to ensure the regime doesn’t go too far. China doesn’t want a U.S.-oriented state on its border, but neither does it want the world’s pariah on its border”.

4. Detention and trial of Aung San Suu Kyi 

Myanmar was once again in the headlines in May 2009 when National League for Democracy (NLD) leader Aung San Suu Kyi was put on trial for allegedly violating the terms of her house arrest after an American man swam across a lake to her home and stayed there secretly for two days. International opinion on the trial was unanimously critical.
 China supported a Security Council press statement expressing concern over the political impact of developments relating to Aung San Suu Kyi.
 This time, Russia put up the most resistance.
 News on August 11 of her sentencing to eighteen months under house arrest caused further international outrage. A Chinese official spokesperson said that the world should respect Myanmar’s judicial sovereignty.
 Then at a Security Council meeting to discuss a draft presidential statement circulated by the U.S., UK and France deploring the verdict, a majority of Council members voiced support for the statement, but China said it would oppose it.
 In a compromise, the Security Council adopted a press statement simply expressing “serious concern” over the verdict and calling for the release of all political prisoners.
 
In the 9th Asia-Europe foreign ministers meeting on the same day, China expressed its dissatisfaction and “concern about the recent development relating to Daw Aung San Suu Kyi”. The ministers “called for the early release of those under detention and the lifting of restrictions placed on political parties”.
 China also joined with the Group of Friends in calling on the government to release Aung San Suu Kyi and other political prisoners.
 Chinese officials have indicated privately that they would favour a deal, including release of Aung San Suu Kyi and dialogue with the opposition, as long as stability could be preserved and the current political process continued.
 
C. China and the Opposition

China has for some time been pursuing talks with the democratic opposition, including the NLD.
 These meetings, which intensified after the 2003 attack on Aung San Suu Kyi and 2004 purge of Khin Nyunt, serve as a mix of intelligence gathering, reassurance and relationship building.
 While most take place in Kunming, in recent years some opposition representatives have been invited to Beijing. Chinese officials themselves frequently travel to Mae Sot and Chiang Mai in Thailand and Ruili on the Myanmar-China border to maintain contacts.
 In these interactions, Beijing has tried to convince the opposition that the best way to maximise their impact would be by participating in the 2010 elections.
 At the same time, it urges the military government to engage in dialogue and reconciliation with opposition groups.

China’s value-free diplomacy dictates that it will deal with whatever government is in power.
 Following the landslide victory by the NLD in the May 1990 election, China’s ambassador was the first to welcome the party to power, angering the military.
 Some in China have expressed discomfort with the possibility of a Western-leaning democratic NLD government.
 They fear that a democratic government would be able to draw on much broader international support and would work more closely with other democracies (primarily the U.S., but also India and members of ASEAN). (For China’s views on a possible U.S.-Myanmar rapprochement, see Section IV, “Implications for International Approaches”.) On the other hand, geostrategic realities would ensure that any government in Myanmar would have to maintain good relations with China. As one Chinese official asked, if Aung San Suu Kyi were to come to power, “which capital do you think she would visit first?” 
 In the near term, however, Beijing sees little chance of an opposition government in Myanmar.

D. China and the Ethnic Groups

China maintains a balance of power between border ethnic groups and the military government to ensure that neither side gains the upper hand.
 Given China’s own challenges in dealing with minority tensions, it has a clear interest in preventing Myanmar’s ethnic groups from gaining full autonomy. China opposes such a precedent because it fears that this would stir up nationalist sentiment among groups on its side of the border.
 Most groups along the border areas of China and Myanmar are related, such as the Shan and Yunnan’s Dai people, the Kachin and Yunnan’s Jinpo people, and the Wa on both sides of the border.
 For centuries they have travelled freely between the two countries and intermingled, often maintaining stronger affinities to their ethnic groups than to national identities. 

Yunnan officials and intelligence agents
 maintain close, but largely informal, contacts with certain ceasefire groups, including the Kachin, Wa and Kokang.
 China helps to ensure the survival of these groups by providing economic assistance and allowing the borders to stay open to trade. The income of some ceasefire groups is supplemented by illicit activities targeted at Chinese consumers such as drug trafficking and gambling.
 China also controls the border crossings on which the groups depend for supplies, transport routes and border trade, all of which is conducted in renminbi regardless of which side of the border. Many of Myanmar’s border towns rely on China for essentials such as electricity, water and telecommunications.
 

China uses its relationship with the ethnic groups as a buffer and a lever in managing its relationship with the government.
 China’s closest relationship is with the Wa, which has the largest army and is the most feared by the generals in Naypyidaw.
 The Myanmar government has frequently expressed displeasure with China’s relations with the ceasefire groups.
 For example, when General Shwe Mann visited in 2008, he asked the Chinese government for help in persuading the ceasefire groups to surrender their arms. The Chinese reportedly feigned ignorance and skirted the issue.
 When Chinese Foreign Minister Yang Jiechi went to Myanmar in December 2008 to meet Than Shwe, the latter expressed his dissatisfaction.
 Than Shwe then reportedly invited nuclear experts from Russia in order to irritate China.

Another important element is China’s arms sales.
 While officials deny that it is China’s policy to sell weapons to the Wa, they admit that a few “rogue elements” from the People’s Liberation Army (PLA) have done so.
 One long-time military analyst has noted that given the heavier nature of the equipment the Wa currently possess – 120-mm howitzers, 130-mm field artillery, anti-aircraft artillery and surface-to-air missiles such as the Chinese-made HN-5 MANPADS – the weapons cannot have just “fallen off the back of a truck”.
 Nor is there any prohibition on Chinese state-owned companies selling such arms.

Due to its concern about stability on the border, Beijing played a role in pressuring several ethnic group armies to sign ceasefire agreements with the government in 1989, which allowed them to retain their arms and a degree of autonomy over their areas, known as the special regions.
 However, as the 2010 elections approach, serious challenges to border stability are expected, particularly given the groups’ dissatisfaction with the constitution and the government’s determination to follow through with its roadmap.
 In April 2009, the government proposed a plan to ceasefire groups to surrender their arms and transform into political parties for the electoral process.
 Under this plan, the armed groups would become border guard forces. None of the ethnic ceasefire groups would retain the right to manage their day-to-day affairs and their commands would either share or be subordinated to the military’s regional commanders.
 The ethnic groups unsurprisingly rejected the proposal. 

The ceasefire groups remain highly distrustful of the generals in Naypyidaw and are unwilling to surrender their weapons because they believe that without them it will be impossible to negotiate a final settlement on acceptable terms.
 In a December 2008 letter addressed to President Hu Jintao from Wa and Kachin leaders, they appealed for investment and aid, and asked China to pass along the message to the generals that the 2010 election should ensure that the leaders of the special regions are a part of the new government.
 

Their main demands, which are unlikely to be met, include the right to retain their arms, militias and policing role; a degree of autonomy on issues such as language and education; and more equitable distribution of the profits from natural resources. To prevent a return to fighting, China has been encouraging both the government and the ethnic groups to find better ways to deal with their differences. It has urged the generals to adopt a more inclusive political process that takes into account some of the groups’ demands. 
 It has urged the ethnic groups to engage in the political process and not to return to fighting.
 Nevertheless, as of May, tensions increased and clashes broke out between the army and ethnic groups along both the Chinese and Thai borders.
 In June, the Myanmar army, together with the Democratic Kayin Buddhist Army, launched an assault on the Karen National Union, resulting in the flight of thousands of refugees to Thailand.
 

China is now in a difficult position. It has been unable to persuade the Myanmar government to refrain from launching fresh offensives against the ethnic groups. Beijing was not even forewarned about the late August raid against the Myanmar National Democratic Alliance Army (MNDAA), a Kokang ceasefire group. During his visit to China in June 2009, Chinese officials told General Maung Aye to handle border area conflicts among the ethnic ceasefire groups peacefully, and in early August Yunnan officials again warned a military commander not to create instability in Shan State.
 As tensions between the Burmese army and MNDAA increased in early August, a first wave of refugees fled to China.
 When fighting erupted between the MNDAA and a Kokang faction, the United Kokang State Army, which is allied with the Myanmar army, an estimated 37,000 Kokang and Chinese residents also fled across the border.
 In response, China deployed 700 troops to the border
 and launched a rapid diplomatic offensive, sending its public security minister, Meng Jianzhu, to the region.
 After the Myanmar army took control of the Kokang capital of Laogai, China sent its PLA chief of staff, General Chen Bingde, to the border to reiterate its position to senior Burmese military commanders. The meeting was inconclusive.


Tensions continue to rise, and the possibility of conflict between the Myanmar army and the remaining ethnic groups is the highest it has been in twenty years. Despite repeated calls by China’s foreign ministry urging Myanmar to safeguard the stability of its border area and protect the safety and legal rights of Chinese citizens in the country,
 the Myanmar army has sent reinforcements into Wa territory.
 Thousands of Chinese and Myanmar civilians have also fled in anticipation of further clashes.
 Should the Myanmar army launch attacks against the Wa and/or Kachin, in addition to armed combatants travelling over the border, China would have to deal with another humanitarian crisis on its border.
 Yet it is unclear whether Beijing will be able to dissuade the generals from undertaking further offensives. 
III. 
drivers of chinese policy 

A. Border Stability

China’s foremost concern with regard to Myanmar is to ensure the stability of its shared border. 
 Nothing makes China’s leadership as nervous as regional or border disputes with the potential to incite internal instability.
 The flight of more than 30,000 refugees to China during the August 2009 conflict in Myanmar’s Shan State underlined this fear.
 The various illicit activities which take place along the border only contribute to instability. 
1. Narcotics
Myanmar served as a passageway for opium and heroin from the Golden Triangle in the 1980s, bringing drug addiction into China’s southern provinces and producing China’s first HIV epidemic (see below). Now, more than 95 per cent of the heroin sold in China comes from this region.
 Drugs enter Yunnan through the border, from where they are trafficked along established routes to Sichuan, Tibet, Gansu, Guangdong and as far as Shanghai.
 Yunnan is the key to arresting the influx of drugs, and the central government expends significant efforts to try to ensure that local governments address this problem. 
While poppy cultivation and opium production in Myanmar decreased in mid-2000, a marked rise has occurred in the production of amphetamine-type stimulants (ATS) entering China from Myanmar.
 The spread of ATS in China has been fast and far-reaching, particularly in Yunnan, first ravaged by heroin addiction.
 According to statistics of the 1.1 million registered drug users in the province, the use of “designer drugs” increased from 1.7 per cent in 2004 to 11.1 per cent in 2007.
 The age of narcotics users has rapidly dropped.

The central government considers problems related to drug abuse as potential challenges to social stability.
 Drug use and crime are directly correlated. Armed confrontations between drug dealers and Chinese police are common in border areas, with drug dealers equipped with grenades, shot guns, and often machine guns.
 In Yunnan’s south-west border county of De Hong, more than 60 per cent of criminal offences are drug-related.
 
China has engaged in aggressive efforts to combat transnational drug trafficking, launching a three-year “People’s War against Drugs” in 2005.
 A law was passed requiring local authorities to include anti-narcotics campaigns into their overall plans for social and economic development.
 When meeting with his Burmese counterpart Soe Win in 2006, Premier Wen Jiabao discussed tougher action against cross-border drug trafficking.
 That same year, China invested 100 million RMB ($12 million) to support border guards, railway, civil aviation, customs and postal services in their efforts to prevent drugs from entering the country.
 China launched a substantial crop substitution program in Myanmar in 2006.
 Chinese troops also periodically tighten checks at border transit points and along major roads to the border. 
However, these efforts have mostly been ineffective due to widespread corruption among local narcotics authorities as well as the Myanmar government and ceasefire groups.
 Drug traffickers with strong ties to local authorities are protected, while the others can usually bribe their way to freedom.
 While most cases of corruption in China involve lower-level district and county officials, the quantity of drugs trafficked within China raises suspicions that high-level corruption is a factor in certain provinces bordering drug-producing regions, such as Yunnan, Guangdong and Fujian. 
 

2. HIV/AIDS

Intravenous drug use and commercial sex have fuelled the spread of HIV/AIDS in Yunnan. The border town of Ruili is known as the “ground zero” of China’s AIDS epidemic.
 An estimated 85,000 people are infected in Yunnan alone,
 with 90 per cent of drug users infected in certain places.
 Most worrying is that infections have spread beyond high-risk populations and are rates rising in the general population. The phenomenon has been driven by increasing migration and improved road transport within and across the border, carrying the virus further into China and back into Myanmar, particularly along trafficking and labour migration routes.
 It is also being spread by high-risk behaviour and persistent lack of knowledge about HIV prevention.
 In a government report published in February 2009, figures showed AIDS to be the leading cause of death among infectious diseases in the country,
 with an estimated 700,000 people in China infected as of October 2007.
 The UN has warned that China could have ten million HIV cases by 2010 unless it takes stronger steps to educate the public and fight the epidemic.

If China is to effectively tackle the problem within its borders, it must also enlist the Myanmar government to address the epidemic on its territory. 
 The military government has finally acknowledged the existence of the problem, but accords it a very low priority.
 Due to its sparse presence in the border regions, its capacity to address the issue remains very limited. At the same time, foreign donors are largely absent. 

3. Gambling

The casinos along the Myanmar side of the border – some run by the ethnic groups and some by Chinese businessmen
 – have been associated with widespread illicit activity and have long drawn in Chinese government officials, some gambling with state funds.
 Efforts by Beijing to close them down have been unsuccessful.
 Gambling has led to the kidnapping, torture and murder of gamblers unable to repay their debts, including businessmen and the sons of high-ranking government officials. A series of such abductions made headlines in early 2009. The Yunnan government responded by cutting off water, telecommunications, power and roads to the Myanmar town of Maijayang to pressure the local authorities to shut it down.
 Chinese troops have closed border crossings to casino towns and raided casinos across the border, arresting and fining all Chinese, including casino operators and gamblers.
 The foreign ministry in Beijing has also taken the unusual measure of issuing a statement warning Chinese nationals against going to Myanmar to gamble due to the risk of scams and kidnappings.
 
No shortage of formal agreements have been concluded between the Chinese and Myanmar governments to address cross-border issues, including memoranda of understanding on narcotics control and illegal logging.
 But illicit activities continue unabated. Ethnic groups depend on them as a source of revenue in their struggle against what they perceive as a hostile central government. Many in the Myanmar army also profit considerably from these activities. While publicly avowing to wage war on illicit activities, the military government looks the other way, fearing that implementation might provoke violence.
 As one Wa commander said, “Relations between us is like an axe without the handle and vice versa. As the handle, they used to manipulate us, the axe, in the past. But they can no longer enjoy that privilege”.
 

B. Economic Calculations

Economic relations are another key component of China’s policy toward Myanmar. China’s export-oriented economy benefits from a very limited coastline for such a large country. Coupled with a vast wealth disparity between coastal areas and the interior – which the government needs to equalise to retain legitimacy – Myanmar is an important outlet for the economic development of interior provinces, in particular Yunnan and Sichuan. Beijing also views the country as a potential source of and trans-shipment route for energy in the case of interruption of shipping through the Malacca Strait. 
1. Chinese investment and economic assistance

The greatest areas of cooperation between China and Myanmar are in mining, oil, gas and hydropower.
 Additionally, Myanmar has been a major recipient of economic assistance over the past decade, generally provided in the form of grants, interest-free loans, concessional loans or debt relief. 
 China has also provided assistance in the construction of plants and equipment, investment in mineral exploration, hydropower, oil and gas production, and agricultural projects.
 Chinese economic assistance and cooperation programs are usually tied to Chinese state-owned enterprises, and are therefore often indistinguishable from state commercial investments. This makes it impossible to account for the full extent of China’s economic assistance and investments in Myanmar. Nor do official figures reflect the reality of the economic relationship between the two countries: Chinese investments are grossly underestimated by Myanmar’s official figures and, to a lesser extent, Chinese official figures.

Infrastructure development is another significant aspect of economic cooperation. Backed by low-interest loans and export credits, Chinese companies are building roads, dams, bridges and ports.
 Chinese enterprises are building dams all over Myanmar to increase electric power generation, the largest project being the 7,100 megawatt (MW) Tasang Dam on the Salween River, which the Asian Development Bank will integrate into the Greater Mekong sub-region power grid. 
 When completed, it will be the highest dam in South East Asia, taller than the Three Gorges. In 2006, Sinohydro signed a memorandum of understanding (MOU) with Myanmar for the Hat Gyi Dam along the Thai border. In April 2007, Farsighted Group and China Gold Water Resources Co. signed MOUs for a hydropower project on the upper Salween.
 While these dams provide thousands of megawatts of electricity generating capability, most of the energy is to be sent to Thailand and China, bringing little benefit to the people of Myanmar.

In return for its investment in infrastructure, Myanmar has granted China privileges in the exploitation of oil and gas.
 This forms part of China’s resource-driven “go out” strategy, which has encouraged energy companies to secure equity investments abroad.
 This policy reflects China’s perception of its vulnerability in accessing energy supplies. By providing generous government support including preferential loans, it also helps Chinese state-owned companies become more competitive with established multinationals. The “go out” strategy has enjoyed continued state support as this sense of insecurity has been accentuated by price rises and fears about disruptions in the supply of oil from key supply states;
 acute local fuel shortages; and concerns about access to Western markets.
 (For information on the pipeline being constructed from Kyaukphyu (Sittwe) to Kunming, see Section III.C.1.) Though Myanmar is not a major energy supplier to China, Chinese state oil companies and the government have demonstrated increased interest in Myanmar’s energy resources in recent years. For example, CNPC, Sinopec and CNOOC have all started oil exploration projects.
 China has competed fiercely with other countries such as Korea and India to secure access to potential reserves of gas off the west coast. 

Chinese companies are also heavily invested in Myanmar’s growing mining sector.
 The joint Tagaung Taung nickel deposit, the country’s largest mining project, was approved by the Myanmar government in September 2008.
 The $800-million project, financed by Chinese state banks, has been called “one of the greatest collaborative efforts in the history of Sino-Burmese mining.
 Other Chinese mining companies with a presence in Myanmar include Northern Star, Sea Sun Star and the Standing Company Limited, involved in numerous smaller-scale mining projects in Kachin and Shan States.

2. Yunnan and the “Go West” campaign

Located on China’s south-west frontier, Yunnan is the most influential provincial player in China’s Myanmar policy. Bordering Laos and Vietnam as well as Myanmar, Yunnan serves as the gateway for China’s economic interactions with South East Asia and South Asia.
 Promoting the economic development of China’s interior western provinces has been a primary objective of the central government since the launch of the “Go West” campaign in early 2000. 
 The campaign aims to eliminate poverty and close the wide economic gap between China’s coastal provinces and the western provinces within 50 years. Yunnan’s GDP per capita ranking has lingered at the bottom for many years, and in 2007 its economic competitiveness ranked in the bottom five among China’s 31 provinces.
 To promote Yunnan’s economic development, Beijing has granted Yunnan significant autonomy in managing border relations.
 
Myanmar is currently Yunnan’s largest trading partner among the ASEAN countries. In 2008, the Yunnan-Myanmar trade volume reached $1.19 billion,
 almost half of China and Myanmar’s total trade of $2.4 billion.
 

C. Strategic Interests

1. The “Malacca dilemma” and the Indian Ocean
Equally important to China is its desire to expand its strategic presence into the Indian Ocean and protect its sea lines of communication threatened by the “Malacca dilemma”. According to Chinese analysts, an over-reliance on the strait poses two threats: piracy and maritime terrorism in the region and the attempts of powerful states, notably the U.S., to dominate the strait through joint naval exercises with India and Japan and through such programs as the Container Security Initiative, the Proliferation Security Initiative and the Regional Maritime Security Initiative.
 In a November 2003 speech to the Chinese Communist Party (CCP) leadership, President Hu Jintao hinted that “certain major powers” were bent on controlling the strait, and called for the adoption of new strategies to mitigate the perceived vulnerability.
 Following longstanding calls by Chinese strategists for a blue water navy that can protect maritime interests and support long-distance operations,
 the government has ordered the navy to prioritise the development of an ocean security strategy.
 
China has helped develop port facilities in cities stretching from the South China Sea through the Straits of Malacca, across the Indian Ocean, on towards the Persian Gulf: Gwadar, Pakistan; Chittagong, Bangladesh; Hambantota, Sri Lanka; Sittwe and Kyaukphyu, Myanmar; Laem Chabang, Thailand; and Sihanoukville, Cambodia.
 The trajectory of these ports has given rise to the “string of pearls” theory according to which China is increasing access to foreign ports and airfields and developing special diplomatic and strategic relationships in order to project its power overseas and protect its oil shipments.
 Within Myanmar itself, China has provided assistance in the construction of radar, communications upgrade, and refuelling facilities at ports in Hainggyi, Coco, Sittwe, Zadetkyi Kyun, Myeik and Kyaukphyu.
 
China may make use of these ports for commercial and other reasons (subject to permission), but they are not naval bases designed to support PLA Navy deployments into the Indian Ocean, as some Indian analysts and “China threat” proponents have claimed.
 India has issued alarming reports about Chinese military intentions in the region, for example, going so far as to assert that China established a large Chinese signals intelligence (SIGINT) station on Myanmar’s Great Coco Island to monitor Indian naval activity in the Andaman and Nicobar Islands. While this was later proven untrue,
  it was a factor that led to India’s decision in 1993 to reverse its critical policy and strengthen ties with Myanmar.
 India has made diplomatic and public representations to Myanmar to express concerns over growing Chinese presence in the region.
 It is also aggressively pushing forward with its own plans for military expansion – with a particular emphasis on warships – to counter China’s influence in the region.
 

In addition to developing port facilities, Chinese companies are building oil and gas pipelines from the Myanmar south-western port of Kyaukphyu to Kunming.
 While Myanmar will not supply its own crude oil to China through the pipeline, it will transport oil from the Middle East and Africa, bypassing the Straits of Malacca, through which nearly 80 per cent of China’s imported oil must pass.
 Proponents of the pipeline argue that it will reduce China’s reliance on the strait for oil transportation by at least one third,
 reducing shipping time from Africa and the Persian Gulf, providing easier access to crude oil for new inland refineries.
 Given the pipeline’s projected path through territory controlled by ethnic groups, China’s interests in Myanmar’s stability have grown commensurately.

2. Arms sales and technical assistance

At the end of the 1980s, the Myanmar government turned to Beijing to help fulfil its ambitious plan to enlarge and modernise its armed forces. 
 Currently the largest supplier of weapons to Myanmar,
 the PLA also provides the Burmese army with training in the technical use of weapons and weapon systems.
 Goods bought from China over the years have included armoured personnel carriers, tanks, fighter aircraft, radar systems, ammunition, surface-to-air missiles and short-range air-to-air missile systems.
 Much of the weaponry, such as an August 2008 batch of 200 military trucks, were observed crossing into Myanmar through Ruili on the China-Myanmar border.
 When opposition and ethnic groups have questioned Chinese officials about arms sales, they replied that China only provides major military equipment, not small arms: “the heavy weapons that cannot kill your people”.
 

Since the mid-1990s the generals have diversified their weapons suppliers. This was partially a response to dissatisfaction with the quality of Chinese military weaponry,
 but also due to the belief that it would be better to rely on numerous sources in case one supplier cut them off.
 Currently, the government continues to buy low-level equipment such as trucks and ammunition primarily to maintain good neighbourly relations, but also because China offers a better price – at times almost half market rate.
 (For information on other suppliers, see Section V.B, “Exploiting Bilateral Competition”.) 
Chinese arms sales to Myanmar satisfy several strategic motivations. They reinforce the bilateral relationship, strengthening China’s foothold in and possible access to the Indian Ocean while putting it in a better position to protect its sea lines of communication. Second, arms sales to Myanmar – like to Pakistan – complicate India’s security environment.
 However, the Chinese take into consideration the regional balance of power and concerns of Myanmar’s other neighbours, in particular Bangladesh and Thailand, when determining what to sell. According to a Chinese official, “We do not just give them whatever they want”.

IV. 
Risks of Chinese Policy 

Beijing’s policies in Myanmar present challenges to its own interests in the country. Not only is Beijing increasingly doubtful about the military government’s ability to maintain stability on the border, but the generals’ mismanagement of their country is compromising Chinese economic interests. An assessment of the risks presented by current Chinese policy shows that it is firmly in China’s interests to prod the Myanmar government toward meaningful economic and political reform. 

A. Weak Governance in Myanmar 

In addition to expanding border trade and gas pipelines, China has broader aspirations for an open market economy in Myanmar where Chinese businesses can sell more of their goods. Yet excessively weak governance in the country continues to undercut political and social stability, which in turn impacts Chinese investments. The military government’s failure to implement an effective economic development plan and other reforms significantly limits commercial potential and reduces confidence in the investment environment. 
 After meeting with Myanmar’s leadership in June 2009, Singapore’s former Prime Minister Goh Chok Tong indicated that Singapore investors are likely to wait until after Myanmar’s 2010 elections before significantly expanding their investments there.
 Chinese investors share these concerns.
 In 2005, the China Export and Credit Insurance Corporation (SINOSURE) placed Myanmar in the most risky category for investment.
 Small Chinese businesses are ready to invest more fully in Myanmar, depending on how the next steps go.

Yunnan officials express significant frustration with the repeated delay or non-implementation of cross-border cooperation agreements by the Myanmar government.
 Most of the problems can be linked to a fundamental lack of knowledge and expertise on economic planning and policy. For instance, at China’s encouragement, Myanmar’s government announced in 2007 that it would enact a new special economic zones (SEZ) law by the end of the year.
 Several Burmese entrepreneurs were consulted with regard to the drafting of the law.
 However, once work began on the specifics of the law, confusion emerged about the required use of foreign currency. At one meeting, a participant said, “But we are in Myanmar; we are not supposed to use foreign currency”.
 The deal evaporated, more due to a lack of understanding of the SEZ concept and economic expertise than any political consideration.
 
For now, China is content to focus on infrastructure projects in Myanmar to be eventually repaid by the military government.
 Absent funds to repay the debt, China counts on being reimbursed with resources.
 However, given the current political climate, the repayment of loans through resource extraction is not guaranteed either. Many of Myanmar’s natural resources are located in areas currently controlled by ethnic groups, whose cooperation must be secured.

From a day-to-day perspective, corruption, the weak judicial system,
 lack of transparency
 and accountability as well as other governance issues make it difficult for Chinese to do business in Myanmar. Chinese businessmen struggle with how to properly “handle” Myanmar officials, and complain that their appetite for bribes is much worse than that of Chinese officials.
 

B. The Cost of Involvement in 
Extractive Resources

Chinese investments and economic assistance support short-term Chinese strategic interests as well as prop up the government in Myanmar. Because they are for the most part based on the extraction and export of natural resources, they have not promoted wider economic development. Chinese companies pay little attention to the sustainability of Myanmar’s export commodities or to their environmental impact.
 With regard to logging, environmentalists have warned that unless effective controls are implemented, Myanmar will lose one of its major exports in the near future.
 (See Appendix D.) 
The lack of transparency and available information on land acquisition, environmental impact and displacement caused by Chinese hydropower and mining projects as well as oil and gas explorations underscore the concerns of environmental and human rights groups. Chinese companies that operate abroad often do not conduct the required assessments that are standard for international operations.
 

Chinese infrastructure and construction projects are often accompanied by increased military presence in project areas, frequently leading to large scale forced labour, forced relocation and human rights abuses.
 Consisting of mainly mining and hydropower projects, they have provoked widespread resentment and anger towards investors – and China in general.
 Local Chinese businessmen openly admit that what they are doing is no better than previous colonial powers.

For the most part, large construction and infrastructure projects within Myanmar are carried out by bringing in thousands of labourers from China.
 Few benefits accrue to the local population. Occasionally, locals are employed as short-term workers, but they are warned not to report any information about project activities to others.
 

Policymakers in Beijing are slowly beginning to acknowledge that these policies are not sustainable.
 The Chinese Academy for Environmental Planning (CAEP) is now working with the Global Environmental Institute (GEI) and the University of International Business and Economics to draft more stringent environmental standards for Chinese companies to improve their environmental impact overseas.
 This is a useful first step, but Beijing needs to ensure that Chinese companies at the local and provincial levels actually adhere to these guidelines. Beijing needs to exert greater control, whether by increasing penalties, suspending or rescinding licenses to operate, or issuing a “black list” of offenders.

C. Resentment towards China

China’s political and economic support of Myanmar has generated resentment in opposition parties and ethnic groups, as well as in the general public. China is seen as propping up an abusive, authoritarian government.
 Following the January 2007 Security Council veto, many in Myanmar have looked even more unfavourably on China and Chinese people.
 Some in China consider close ties with Myanmar to be a double-edged sword, and that if the current policies continue, there could be backlash against China in Myanmar.

Resentment towards ethnic Chinese living in Myanmar is rising.
 The safety of ethnic Burmese-Chinese and the thousands of recent Chinese immigrants is a prominent concern of the Chinese government. Given the history of anti-Chinese sentiment and prevalence of policies that discriminate against them,
 it is likely that they would be targeted in an outbreak of violence in Myanmar, as they have been in the past.
 
Beginning in the early 1960s, the government in Myan​mar introduced the Burmese Way to Socialism, a staunchly anti-foreign ideology that introduced state control of the economy by nationalising private enterprises, targeting Indian, Chinese, Anglo-Burmese and Western businesses.
 These “foreigners” were “encouraged” to leave.
 Similar nationalistic and protectionist tendencies persist today in unfavourable policies towards Chinese businesses.
 Chinese have difficulties operating businesses, and Burmese can drive them out of business and transfer ownership and franchise to businesses owned by families of government officials.

Burmese of Chinese origin and those Chinese who have more recently migrated from Yunnan are viewed as two distinct groups. The recent immigrants are seen as the “top of the chain”, and are widely resented by Burmese and often Burmese Chinese as well.
 The new immigrants in particular make few efforts to integrate into local society, frequenting mostly Chinese establishments and living – to the greatest extent possible – an entirely Chinese way of life.
 Adding further to local resentment is the widespread practice of recent Chinese immigrants buying citizenship cards from corrupt officials.

Myanmar citizens in the north see China as an economic ogre, to which their government is selling their country.
 Central Mandalay has been dubbed a “Chinatown,” where Burmese feel outnumbered.
 Mandarin is widely spoken and an increasing number of signs are written in Chinese.
 Burmese feel that they are being pushed from the prime areas of town,
 and that they are second-class citizens in their own country.
 Indeed, most businesses in almost all of Myanmar’s major cities have some form of Chinese investment.
 It has been estimated that 60 per cent of Myanmar’s economy is in Chinese hands, taking into account the holdings of both ethnic Burmese-Chinese as well as more recent immigrants.
 According to a Myanmar citizen, “Burma is the backyard of China”.

While it is now possible to acquire cheap Chinese products otherwise unavailable in Myanmar, many are dissatisfied with their quality.
 Furthermore, once the products make it to the cities in Myanmar’s interior, they are prohibitively expensive due to the accumulation of bribes and fees.
 According to a Burmese shopkeeper in Ruili, “After 100 years of colonisation by the British, we had so many things left, but after twenty years of colonisation by China, we have nothing”.
 
D. Beijing Policy Undercut 
by Local Actors 
In many cases, China’s goals of stability and development are being undercut by the actions of local actors. While several of Yunnan’s interests and perspectives converge with those of Beijing, including the need to develop the province economically, Kunming has stronger incentives than Beijing to deepen relations with Myanmar and often goes too far in single-mindedly pursuing its own economic interests.
 Operating under the Chinese adage, “heaven is high and the emperor is far away”, local actors (many commercial) regard Beijing as “ignorant” of local needs, making local “adaptation” of policies “smart and necessary”.
 
This practice, from Beijing’s perspective, is “unhealthy”, undermining Beijing’s policy of good neighbourly relations and its international reputation.
 Tensions between Beijing and Kunming surface when Beijing is called to account for illicit activities of its local businessmen and officials, the extent of which it is often unaware.
 Operations by Chinese logging companies, for example, approved by the Yunnan provincial government or local governments without Beijing’s knowledge, have led to friction between Beijing and Naypyidaw.
 Local Chinese companies have also significantly undermined Beijing’s crop substitution policy. (See Appendix D for the cases of logging and crop substitution). In addition to increasing Myanmar’s suspicions about China’s strategic intentions, these activities damage China’s reputation among local Burmese.
 
Many of Myanmar’s natural resources – minerals, oil and gas, timber – are located in the special regions controlled by ethnic groups, leading to tensions between the government, ethnic groups and Chinese investors. In the past, ethnic groups directly negotiated projects with Yunnan businessmen for timber and mineral resources, but Naypyidaw has since imposed the requirement that all projects be approved by the government and include a government representative. However local Chinese businessmen still continue to independently negotiate deals with ceasefire groups in the special regions,
 aggravating tensions between Beijing and Kunming and creating problems for Beijing’s bilateral relationship with Myanmar. 

Kunming authorities have expressed satisfaction with Security Council initiatives against Myanmar that pressure the military government.
 They prefer a weak central government in Myanmar with fewer controls over economic and commercial activities, allowing them to engage with local actors with fewer constraints. Anything that weakens the power of the military government, therefore, is welcomed.

V. 
limits to Chinese influence

The view that China could force political change in Myanmar if only it were willing to use its influence is overstated. Beijing can extract certain minor concessions, but they have never led to fundamental changes. It has helped secure “favours” from Myanmar, such as accepting UN envoys’ visits or international aid after cyclone Nargis, but in most cases, these moves just relieved international pressure on China. A recent test of Chinese influence was the Myanmar army’s raid against the Kokang ceasefire group in August, which resulted in the flight of 37,000 refugees into China. Despite having strongly warned the government against such a move, Beijing was not able to dissuade it, nor was China informed before the operation took place.
 
China’s influence is limited by several factors. The generals in Naypyidaw harbour a profound distrust of China due to its past support to the Communist Party of Burma (CPB) and continuing ties with border ethnic groups, which prevents them from  consolidating control over their territory. Although the military government relies on Beijing’s support, it still follows a foreign policy of non-alignment and pragmatism in order to balance China’s influence with that of other regional powers. The Myanmar government is also intensely nationalistic, unpredictable and sensitive to outside interference. Finally, China uses ASEAN as a shield against more robust action, which limits how far China is willing to go in pushing Myanmar. 

A. Historical Distrust

Myanmar’s deep distrust of China and its political and territorial ambitions is rooted in the regime’s strong resistance to all foreign intervention. Burmese school curricula include the Chinese invasions of the thirteenth and eighteenth centuries.
 There has long been a Chinese perception that parts of present day Myanmar are part of “greater” China,
 and the borders of present day Shan state and western Yunnan have advanced and retreated with competing sovereignty claims.
 In the mid-1950s, soon after establishing diplomatic relations, Chinese Premier Zhou Enlai and Burmese Prime Minister U Nu agreed on the demarcation of the border.
 

The military government’s long, protracted struggle with the CPB intensified its distrust of China.
 Chinese support enabled the CPB to sustain the most formidable insurgency campaign among all insurrectionist groups.
 Trained in Yunnan province, it included several hundred PLA advisers and thousands of Chinese “volunteers”.
 In the late 1960s when support for the insurgency and fervour for the Cultural Revolution in China was at its peak among Myanmar’s ethnic Chinese population, Chinese propaganda praised the “revolutionary armed struggle led by the CPB” and urged the Burmese people to join it in overthrowing Ne Win’s regime.
 This led to violent clashes between pro-government Burmese and pro-CPB ethnic Chinese students, and culminating in anti-Chinese riots in 1967 in Yangon.

Generals Than Shwe and Maung Aye are said to harbour deep resentment of China. They personally fought against the CPB for many years, witnessing the death of many of their comrades. Maung Aye would allegedly instruct his regional and division commanders to watch China’s moves, stating “We will have to fight these guys again one day. So prepare yourselves for that”.
 This resentment persists despite the military government’s present reliance on China. A former CPB soldier noted, “Their hatred is like a scar in their heart, but as they have become more isolated, they have had to depend on China more and more”.
 According to a Western diplomat, “This Burmese regime wants to stay in power any way it can. China is just a tool it uses to this end”.
 Wide-ranging military-to-military cooperation has not significantly diminished the Myanmar government’s suspicion of Chinese strategic intentions.
 

While China downgraded its support to the CPB in the 1980s,
 ceasing it by 1989, the Myanmar government resents China’s support for the border ethnic groups that splintered off the CPB. They have watched as these hostile groups have maintained or increased their strength with Chinese support, which they see as the primary obstacle to resolving the political stalemate.
 Even some Chinese scholars consider Beijing’s involvement with these groups to be interference in Myanmar’s internal affairs.
 The Myanmar government regularly makes complaints to Beijing about the issue.
 

B. Exploiting Bilateral Competition 

The generals in Naypyidaw also fear Chinese domination and growing political and economic influence.
 Even Chinese officials note that Myanmar has become a Chinese economic colony, particularly its northern regions.
 
Myanmar sees its interests as best served by minimising military, political and economic dependence on China.
 Pursuing a foreign policy of non-alignment and multilateralism to balance Chinese influence, Myanmar has successfully managed to rely on its strategic location and resources to attract and sustain the interest of many other countries, which have lined up to improve ties with Myanmar.
 The government exploits this competition to diversify its trade channels, sources of international aid, and bidders for oil field exploration rights. 

Competition between China and India for resources and influence is the most intense, and Myanmar has wooed India as an important counterweight to China. According to a Western diplomat, “Burma is the prom queen that both China and India want to dance with”.
 India has readily abandoned its ideological differences with Myanmar in the interest of pragmatic calculations.
 Strategically, India believes that strengthened ties with Myanmar are the key to containing China’s expansion into South Asia.
 India has sought cooperation from Myanmar in its counterinsurgency operations in the north-east along their border and held several joint military operations.
 The country is also important for India’s “Look East Policy” which includes closer links with South East Asia, including trade routes.
 India has also supplied the military government with weapons and has become involved in various fields such as agriculture and telecommunications.

India and China also compete for energy resources. A notable case involved the rights to substantial gas reserves off Myanmar’s west coast: India lost out to China three days after its veto of the January 2007 Security Council resolution on Myanmar, despite being the highest bidder.
 Chinese diplomats are acutely aware that India is poised to exploit any tougher stance it might take with the government in Myanmar to better position itself for future energy deals.
 
Other Asian countries provide a counterweight to China. Singapore, Indonesia, Malaysia, Vietnam, Japan, South Korea and Bangladesh all rank in the top ten in terms of bilateral trade with Myanmar.
 Thailand, which shares a long border to its east with Myanmar, is the third most important neighbour after China and India. It is a large investor and the destination of almost all of Myanmar’s gas exports.
 Singapore also maintains a close relationship, preventing Myanmar from sliding further into China’s sphere of influence. Singapore is considered the Asian “Switzerland” for the military elite,
 who reportedly hold numerous bank accounts and have registered companies there. Singaporean companies are also heavily invested in Myanmar.
 Government companies, such as the arms supplier Singapore Technologies, have sold guns, rockets, armoured personnel carriers and grenade launchers to the Myanmar, in addition to IT and communications equipment for the defence ministry.
 Singapore’s relationship with Myanmar has also been influenced by concerns about China’s future role in the region, specifically that China’s growing hold on Myanmar’s economy and armed forces might constrain the country’s ability to act independently in the future.
 

In recent years Russia has become a player in Myanmar. It is now an important commercial trading partner and arms supplier, reportedly providing training in fields such as nuclear technology and aeronautical engineering.
 Like China, Russia has a veto in the UN Security Council and was equally influential in blocking the 2007 Western-led resolution condemning the regime. While China played a facilitating role between Russia and Myanmar at the time of the veto, Beijing chafes at the growing military relationship between the two countries. The 2007 deal with Russian firm Rosatom to construct a nuclear reactor – which never materialised – irritated the Chinese.
 While Russia sees great potential in Myanmar’s energy sector, Myanmar sees Russia as another important international partner to broaden its diplomatic base. Moscow has supplied arms, agreeing to a 2001 request by the government to purchase Russian-made MIG29 and MIG27 jet fighters and a 2007 request to provide assistance with an air defence missile system.
 Reportedly, the Russian MIG military aircraft company has maintained a representative office in Myanmar since October 2006 and helped upgrade the country’s main military airstrip, Shante airbase (near Meiktila).
 

There has also been increasingly close collaboration between North Korea and Myanmar after their recent resumption of diplomatic relations.
 Both countries’ increasing isolation and common interests have strengthened the relationship. While Myanmar has the agricultural means to help North Korea, North Korea possesses the weapons and technological capabilities needed to assist Myanmar’s military. The North Koreans are reportedly helping design and build the military defence system in Naypyidaw and providing tunnelling expertise.
 In recent years, an increasing number of North Korean ships have reportedly visited Yangon, increasing speculation about the relationship, including nuclear collaboration.
 
Myanmar has a host of other partners it can rely on for economic investment, arms sales and military assistance. Israel, Pakistan, Serbia and Ukraine have also been players in global arms sales to Myanmar, notwithstanding Myanmar’s poor human rights record.
 Israel in particular has a strong commercial interest in selling arms to Myanmar, and has also developed relations in other fields. In 2005 it trained 150 government employees in agriculture and provided $2 million in investment.
 Pakistan also maintains friendly relations with Myanmar as China’s ally and India’s rival, and has developed close military connections.
 

When asked to rank China’s influence over North Korea, Myanmar, and Pakistan, Chinese diplomats state that influence over Myanmar is higher than that on North Korea, but not even approaching that over Pakistan.
 While conceding that its influence with the military government likely eclipses that of many countries, Chinese officials unanimously assert that it is far less than believed by many in the West.

C. Characteristics of 
the Myanmar Government 

The generals in Naypyidaw are intensely nationalistic and resistant to outside interference. They do not have a rational perception of foreigners and international relations, which they primarily interpret through a neo-colonial lens.
 China is hardly exempt from this xenophobia. 

Myanmar’s military government can afford to be impervious to outside pressures because it maintains a stranglehold on power within the country and holds the upper hand in bargaining with its regional neighbours, due to its rich natural resources and geopolitical position. This, coupled with ultra-nationalism, pushes the regime to isolate itself, reflecting an ideology inherited from the period of autarky under Ne Win from 1962-1988. The leadership’s sense of its own legitimacy is also built around the myth that the army won Myanmar’s freedom and is protecting the country from forces that threaten to tear it apart.
 

The government retains an acute sense of victimisation making it hypersensitive to all perceived threats of interference. 
 Furthermore, General Than Shwe is considered to be particularly unpredictable and superstitious.
 The fear of losing power and economic privilege and the threat of being punished for crimes against humanity has only fuelled the military’s “siege mentality” that borders on paranoia.
 This greatly affects the government’s interpretation of international policies and hampers the work of foreign agencies, organisations and companies in Myanmar.
 

The unpredictable, erratic and intransigent behaviour of the leadership in turn causes Chinese officials significant frustration. 
 Beijing was baffled and angered by the decision to relocate the capital to Naypyidaw in November 2005, having not received prior notification.
 Its anger extended to the financial implications of the move, requiring the diversion of billions of dollars against the backdrop of outstanding loans owed to China. In May 2006, a statement posted on the Chinese embassy’s website criticised the extraordinary expense of building the new capital.
 

This unpredictability contributes to China’s reluctance to push too hard, fearing that any misstep could backfire and jeopardise its interests and influence. That lesson was well-learned in October 2004, when Khin Nyunt was purged. Chinese officials saw the reform-minded general as someone who could gradually lead Myanmar away from isolation and towards economic reform.
 However, Khin Nyunt’s pro-China policy led to suspicions about his loyalty. With his purge, China lost an interlocutor and network within the Burmese regime that had been built since 1988 through personal relationships and high-ranking visits. 
D. 
ASEAN

Through its practice of deferring to regional organisations’ policy on issues within their regions, 
 China uses ASEAN as a shield against taking more robust action against Myanmar. When combined with Beijing’s sensitivity to “China threat” arguments in the region, ASEAN’s weak stance sets a de facto limit on the influence China is willing to exert on Myanmar.
 The “ASEAN way” – seeking non-confrontational, consensual, incremental and non-interventionist ways to resolve regional conflicts – perfectly complements Beijing’s longstanding policy of non-interference. Whatever limited efforts Beijing makes are certain not to go further than the ASEAN line of “constructive engagement”,
 which in the case of Myanmar has generally translated into an endeavour not to “embarrass and isolate” the military regime.
 According to one Chinese official, the reluctance to push Myanmar harder is because “we have had to rebuild confidence in ASEAN over the last years in China’s non-interference”.
 
ASEAN’s growth has been fuelled by the desire to balance both growing Chinese influence over Myanmar and U.S. hegemony in the region.
 One of the very reasons that ASEAN accepted Myanmar into its ranks was to draw it away from China’s orbit.
 Beijing also worries that any attempts to marginalise the organisation could lead to its members forming an “anti-China coalition” with Japan and the U.S.
 
There have however been some indications that Beijing might be prepared to apply more pressure to Naypyidaw if ASEAN countries were to take a stronger stand. Chinese officials have urged countries seeking China’s involvement on Myanmar issues to first seek ASEAN’s support.
 According to one official, “We do not want to replace ASEAN to become the chief mediator in Burma. We still think that we are just one partner that can help the international community to resolve this issue”.

In vetoing the January 2007 Security Council draft resolution on Myanmar, Ambassador Wang Guangya noted, “None of Myanmar’s immediate neighbours, ASEAN members or most Asia-Pacific countries believed that the current situation in Myanmar posed a threat to regional peace and security”.
 Alternatively, in rare moments when ASEAN expressed exasperation with the situation in Myanmar, such as after the shooting of monks in Rangoon in September 2008, following cyclone Nargis in May 2008 or regarding the trial of Aung San Suu Kyi in May 2009, China has also supported critical statements at the UN.
 
Over the years, some members of ASEAN have become frustrated by Myanmar’s recalcitrance and refusal to cooperate or play a constructive role in its political transition.
 ASEAN has been unable to come up with a common position on Myanmar.
 Even those members who have tried to raise the diplomatic stakes have ended up being burned, resulting in an overall decrease in willingness to invest much political or diplomatic capital.
 One such effort was Indonesia’s November 2007 initiative, which established a commission with the goal of negotiating a political settlement between the government and the NLD.
 Reportedly, Chinese Premier Wen Jiabao was fully supportive of the initiative,
 but it has since failed to gain momentum, especially after India withdrew.

VI. 
implications for 
international approaches
Western policies of economic sanctions and isolation have failed to produce change in Myanmar.
 Instead, Western governments have sacrificed opportunities to promote economic reform, strengthen social services, empower local communities, and support disaster prevention and preparedness. In so doing, they have allowed Chinese influence to grow and weakened the West’s ability to influence changes underway in the country. As the Myanmar government moves ahead with its roadmap, the West could remain relegated to a spectator role unless it rethinks its strategy. 

Tragically, after nearly twenty years the Myanmar government has become even more intransigent. But it is time to learn from the mistakes of these two decades. The most pressing issue now is not to achieve a functioning democracy that meets Western standards but to start a gradual liberalisation process and reintegrate Myanmar with the rest of the world. Myanmar’s many ills are rooted in poor government policy, massive and longstanding underinvestment in social services, chronically weak institutions, limited rule of law and a climate of impunity. Twenty years of aid restrictions have weakened, not strengthened, the forces for change.
 Progress on these issues will only be possible if there is sufficient political will and capacity. As the country’s socio-economic crisis deepens, it will become harder and harder for any government, even with international support, to turn the situation around.
 
The U.S. and other Western countries should adopt a more nuanced approach aimed at strengthening engagement efforts led by Myanmar’s neighbours in East and South East Asia. In addition to talks on Myanmar’s national reconciliation, dialogue should also address the economic and humanitarian crisis. The government ardently craves recognition and has expressed an eagerness to establish relations with the West.
 The Myanmar government has expressed an eagerness to establish relations with the West. It has sent the message to Western representatives, “be patient with us, we would like to be friends with West, but we are bordered by China and India which can crush us at any time”.
 According to a Burmese-Chinese citizen, “After Obama’s election, the generals wrote him a letter of congratulations. In their hearts they want better relations with the U.S., but because of the issue of ‘face’, they cannot publicly admit this”.
 Following the visit of U.S. Senator Jim Webb to Myanmar in mid-August 2009, speculation about improved ties abounds.
 Yet any new approach by the U.S. will also need to take into account Chinese interests and influence.
There is intense curiosity and wariness in China about a possible U.S.-Myanmar détente.
 Some have expressed concern about a competition for influence.
 While there are fears that China could lose some of its economic advantages, some would welcome U.S. economic engagement if it contributed to economic and regional stability.
 The main concern is that U.S. involvement in Myanmar’s internal political affairs might result in domestic unrest that could threaten stability.
 Another of Beijing’s deep fears is that Myanmar might use the U.S to balance China.
 There was widespread speculation in Beijing policy circles that the boldness of the Myanmar government’s campaign against the Kokang in August was related to U.S. Senator Webb’s visit that month.
 It is assumed that Webb sent signals regarding U.S.-Myanmar rapprochement that emboldened the military government to launch the war despite Beijing’s admonitions.
The West should emphasise to China the unsustainable nature of its current policies and continue to apply pressure in the Security Council and other fora. A correlation exists between international pressure on China and Chinese pressure on Myanmar. If Beijing’s actions to protect the country continue to undercut its relations with the West, China is more likely to exercise the limited influence it has. Within China there are growing doubts over whether it is worthwhile jeopardising important bilateral relations with Western countries – especially the U.S. – because of Myanmar. 

At the same time, the West should exert sustained and continuous pressure on other regional states pursuing their own narrowly defined self interests by conducting “business as normal” with Myanmar’s government. ASEAN member states, which are eagerly cultivating their own bilateral relationships with Myanmar, have signalled that they will not take the lead on pressing Myanmar. They have consistently hidden behind one another and given excuses as to why they cannot take a united stance. Although there have been promising steps to exert pressure in recent months,
 they are not coming consistently from all of the ASEAN states or from the regional organisation itself.

China is only one player among many. India should also be asked to take on greater responsibility in trying to facilitate political reform in Myanmar.
 Though India boasts of being the world’s largest democracy, its foreign policy has not been guided by promoting democracy in other countries. As long as Myanmar is able to exploit the eagerness of these various countries to gain access to and invest in its resources, it will be very difficult to form a coordinated international approach that takes into account the roles of all of these actors. While China is important, the more the variables or players in the equation, the less leverage Beijing has. 
VII. 
conclusion
Contrary to widespread belief, Beijing has pushed its neighbour to undertake political reforms, but not in the way the West would like. China was the first to congratulate Aung San Suu Kyi on her election win in 1990, held consultative talks with members of the exiled opposition and worked closely with Khin Nyunt to push forward the seven-step roadmap. Currently China continues to push the roadmap as a positive sign of initial transition, while backing the good offices of the UN Secretary-General. However it is reluctant to push too hard for fear of jeopardising its military, economic and energy interests. 

While the present situation gives China a strong foothold and comparative advantage over competitors, its policies pose political, social and economic risks, including aggravating tensions and contributing to conflict among different actors in Myanmar. Because Chinese investments and economic assistance are largely based on the extraction and export of natural resources, they have not promoted wider economic development. Chinese companies with little incentive to pay attention to the sustainability of Myanmar’s export commodities or their environmental impact are being held responsible for widespread environmental and ecological destruction as well as forced relocation and human rights abuses carried out by the Burmese military. As resentment against Chinese economic exploitation and support for an unpopular regime grows within Myanmar, China’s interests and possibly its nationals in Myanmar will suffer. 
Given these risks, Beijing must carefully re-evaluate its strategy and coordinate with Yunnan and local governments to follow through with consistent positions and policies, thereby reining in the activities of local actors. If China refocused on projects that truly benefit the people of Myanmar, the results would stretch beyond economic development and enhanced stability into boosting China’s image in the country. 
Internationally, Myanmar has posed an increasing challenge to China’s global diplomacy and image, similar to the pressures and embarrassment it faced regarding Sudan in the run-up to the 2008 Olympics. Myanmar engages in rampant human rights abuses, and has a stagnant economy and widespread internal conflict. The government is deeply unpopular with its citizens. Beijing is seen – at best – as having let this happen. As long as human rights abuses continue in Myanmar and the generals balk at political reform, Beijing will encounter pressure from international stakeholders. The pursuit of its current policy will only lead to more international embarrassment and criticism, further burdening Chinese diplomacy as it tries to portray China’s emergence as a great power in a positive light. 

China should do more to encourage Myanmar to commit to a truly inclusive dialogue with the opposition and ethnic groups. In addition to talks on national reconciliation, dialogue should also address the economic and humanitarian crisis that hampers reconciliation at all levels of society. At the same time, China should act both directly and in close cooperation with ASEAN member countries to continue support for the good offices of the United Nations as well as to persuade the military to open up. 


Myanmar is heading towards elections in 2010, which, however flawed, are a potential step towards significant constitutional and generational changes. Chinese and international policies towards Myanmar deserve careful reassessment. An effective international approach also requires a united front by regional actors as well as multilateral institutions such as ASEAN and the UN. Given China’s limited capacity to influence the domestic politics of Myanmar, the international community should continue to encourage action from China as well as other regional stakeholders to take part in a meaningful and concerted effort to address the situation in Myanmar.

Beijing/Jakarta/Brussels, 14 September 2009

APPENDIX A
MAP OF Myanmar
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APPENDIX B
High-Level Official Visits Between China and MyanMar
2003

January 7-8: SPDC Chairman Senior General Than Shwe met with President Jiang Zemin, Premier Zhu Rongji, NPC Standing Committee Chairman Li Peng, State Councilor Luo Gan, Vice President Hu Jintao in China on a state visit.
January 15: SPDC Senior General Than Shwe met with visiting Chinese Vice Premier Li Keqiang.
October 6: Premier Wen Jiabao met with Myanmar Prime Minister Khin Nyunt in Bali, Indonesia.

December 15: Chinese Assistant Foreign Minister Shen Guofang attended the "international support for national reconciliation in Myanmar Forum" held in Bangkok, which included the Myanmar Foreign Minister U Win Aung.
2004

July 12-13: Prime Minister Khin Nyunt met with President Hu Jintao, Premier Wen Jiabao, CPC Central Committee Political Bureau Standing Committee, Luo Gan and NPC Standing Committee Chairman Wu Bangguo in Beijing.
2005
April 23: President Hu Jintao met Senior General Than Shwe in Jakarta.
July 4: Premier Wen Jiabao met Myanmar Prime Minister Soe Win in Kunming during the sidelines of a Greater Mekong Sub-region (GMS) Ministerial Working Luncheon hosted by Chinese Minister of Finance Jin Renqing.

December 14: Premier Wen Jiabao met with Prime Minister Soe Win in Kuala Lumpur.
2006

February 14-15: Prime Minister Soe Win met President Hu Jintao, Premier Wen Jiabao Chairman and Wu Bangguo of the Standing Committee of the National People’s Congress in Beijing.
October 31: Chinese Premier Wen Jiabao met with Myanmar Prime Minister Soe Win on the sidelines of the China-ASEAN Commemorative Summit marking the 15th anniversary of the establishment of Dialogue Relations between China and the Association of Southeast Asian Nations (ASEAN).

2007

February 26: SPDC Chairman Senior General Than Shwe met with visiting Chinese State Councilor Tang Jiaxuan in Naypyidaw.
May: Prime Minister General Thein Sein visited Beijing.

Mid-August: the Political Commissar of the Jinan Military Area Command stopped by Myanmar during a tour of Southeast Asian countries.

June 5-6: Chinese State Councilor Tang Jiaxuan and NPC Standing Committee Chairman Wu Bangguo met with visiting SPDC Secretary-General Thein Sein in Beijing.
September 13: State Councilor Tang Jiaxuan met with Foreign Minister U Nyan Win, as the special envoy of SPDC Chairman Senior General Than Shwe in Beijing.
November 19: Premier Wen Jiabao met Prime Minister Thein Sein in Singapore.
2008

January 21: State Councilor Tang Jiaxuan met with the Myanmar Prime Minister special envoy, Vice Foreign Minister U Maung Min.
May 25: Foreign Minister Yang Jiechi met with Prime Minister General Thein Sein at the sidelines of an International Pledging Conference for Cyclone Nargis held in Yangon.
June 25: Chinese naval delegation led by Col. Chi Ziong Feng visited Myanmar’s Coco Islands.
August 2008: Thein Sein attended the Beijing Olympic Games.

August 21: Myanmar Chief of Defense Industry Lt-Gen Tin Aye visited China where he met with Gen Liang Guanglie, a member of the central military commission and chief of general staff of the PLA.

October 27: Gen Zhang Li, the vice chief-of-staff of the PLA met with Senior General Than Shwe in Naypyidaw.

November 18-20: Zhang Gaoli, a member of the Political Bureau of the CPC Central Committee and party chief of China’s Tianjin municipality, met with Myanmar Prime Minister General Thein Sein and member of the SPDC Lieutenant-General Tin Aye in Naypyidaw.

November 29: Myanmar’s Chief of the General Staff of the Armed Forces Thura Shwe Mann visited Beijing Senior and met military officials of China and Chief of the General Staff of the PLA Chen Bingde.
December 4-5: Foreign Minister Yang Jiechi met the Myanmar Foreign minister U Nyan Win and SPDC Chairman Senior General Than Shwe in Naypyidaw.
2009

March 18: Chen Bingde, Chief of the General Staff of the PLA led a military delegation to Myanmar for an official goodwill visit, accompanied by Myanmar’s Chief of General Staff of the Army Thura Shwe Mann.

March 25-29: CPC Central Committee Political Bureau Standing Committee member Li Changchun made a goodwill visit to Myanmar in which he met Senior General Than Shwe and first secretary of the SPDC Tin Aung Myint Oo.
April 17: Premier Wen Jiabao met Prime Minister Thein Sein in Sanya on the sidelines of the Boao Forum for Asia (BFA) Annual Conference 2009.
April 20: Chief of the General Staff of the PLA Chen Bingde met with Tin Aye, member of Myanmar’s SPDC in Beijing.

June 15: Myanmar’s second top leader Vice Senior-General Maung Aye visited Beijing for a six-day official visit to China at the invitation of Chinese Vice-President Xi Jinping.
APPENDIX C
Foreign Direct Investment flows
003 2004 2005
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China (incl. Hong Kong) 12.9 2.8 126.6 0.700 281.2 984.9 855.0
Thailand - 22.0 29.0 60344 - 16.2 15.0
Japan - - 2.7 - - - -
Malaysia 62.2 - - - - - -
South Korea 0.3 34.9 - ~ 37.0 12.0 -
United Kingdom - 27.0 - - 240.7 - -

Sources: Economist Intelligence Unit, Myanmar Central Statistical Organization, Ministry of National Planning and Economic Develop-
ment, Selected Monthly Economic Indicators (April 2009), Table 25. Foreign Investment of Permitted enterprises by country of origin.





APPENDIX D
Local Interests: Logging and Crop Substitution
A. Logging

Despite an official ban and agreements to strengthen bilateral collaboration to address illegal logging, Chinese logging companies have not stopped importing timber from Myanmar.
 Large quantities of timber are taken across the border by predominantly Chinese companies using Chinese labourers. Yunnan authorities, regional army commanders and ethnic ceasefire groups are all directly involved. Local businessmen admit that Chinese companies have “special cooperation and consensus with the local ethnic groups” and “will not change how they get timber resources from Myanmar”.
 

These actions by Chinese logging companies have led to friction between Beijing and Naypyidaw. The operations are generally approved by the Yunnan provincial government or local governments without Beijing’s knowledge.
 Military, police and government offices in Kachin state are known to directly profit from the timber trade, sharing the proceeds with the leadership of local ethnic groups.
 The central government does not benefit.
 Myanmar’s forestry department was reportedly “furious” that it was not receiving anything for the logging and export of timber, raising the issue in bilateral talks in Beijing and Yunnan.
 Myanmar’s central government has since taken a harder stance, and tried to exert more control over logging.
 This has had little effect. 

The logging that occurs is inextricably linked to conflict.
 Myanmar manages its domestic and foreign relations through the control of access to natural resources, and the revenue generated from the cross-border timber trade has funded conflict in Kachin State and led to increased poverty and human rights abuse.
 Competition over territory between armed opposition groups, business interests and others seeking to control the trade has led to violence, and continues to be a source of instability with the potential to transcend the border.
 Furthermore, local communities that most closely depend on the forest receive little or no benefits from the deals negotiated between local elites and logging companies. Logging has resulted in extensive flooding, large scale human displacement and widespread agricultural, economic and infrastructure damage.
At the same time, the illegal timber trade damages China’s reputation. Organisations have called attention to the fact that northern Myanmar’s ecology, one of the richest areas of biodiversity in the world, is being destroyed.
 While a January 2009 Global Witness report tried hard not to vilify the Chinese government, instead pointing out that relevant companies were acting illegally under Chinese law, international media did not reflect this position.
 Sustained international pressure has kept the issue on the agenda, and forced China to publicly define and defend its position,
 announcing “tough countermeasures to curb the illegal cross-border timber trade”.
 While Chinese and Myanmar rhetoric about cracking down on the practice continues and timber exports are now substantially less than before, Myanmar’s inability to control local authorities and Beijing’s laxity in overseeing logging companies means that it continues.

B. Crop Substitution 
China offers development assistance to northern Myanmar under a crop substitution policy to balance the impact of the opium ban declared by the ceasefire groups and create alternatives for these communities. However, county-level actors and businesses have collaborated to distort and in some cases, subvert Beijing’s policy. Yunnan businesses invest in large commercial agricultural projects under the guise of opium substitution projects and promise to purchase the products for market prices.
 For their participation, they can apply for preferential loans from government-owned banks. But some local governments allocate import quotas to products not administered under substitution programs.
 

As Chinese companies take advantage of crop substitution policies to further their own economic interests, they undermine the viability of the programs as a form of sustainable development. Because most contracts with Chinese companies are made with the leaders of the ceasefire groups, the benefits go to Chinese businessmen or ceasefire leaders, not the local communities.
 The programs are a disaster for farmers, who have no choice but to participate and to buy from these companies, whether or not they have been growing opium. After successive bad harvests and without the funds to service their debts, many farmers have been forced to sell their land, in many instances to the same businessmen who sold them the seeds, fertilisers and pesticides.
 Chinese businessmen acknowledge their actions contradict Beijing’s goals, but argue that Myanmar is a source of plentiful raw materials and cheap labour that is begging for Chinese investment and technology.
 

This development assistance to communities in poppy and former poppy-growing regions has been insufficient and inappropriate.
 The Chinese government should re-evaluate its policies. Assuming that it is genuinely concerned about opium cultivation in Myanmar, it should invest in more sustainable and community-based development projects. Yunnan and local governments should coordinate with other actors and existing agencies on the ground to route assistance to the local people instead of just the leaders.
 The central government’s failure to rein in Chinese businesses results in poverty and instability in the border region, jeopardising Beijing’s longer-term strategic interests.
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ABOUT THE INTERNATIONAL CRISIS GROUP
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� This report uses the name Myanmar, in line with the practice of the UN and most countries outside North America and Europe. This is not a political statement or a judgment on the right of the military regime to change the name of the country.


� Up to 1988 Japan had been the main foreign aid donor to Myanmar, making up 78 per cent of Myanmar’s overseas development assistance (ODA). Following that year’s military coup and crackdown on pro-democracy demonstrators, Japan suspended all assistance, except for a small amount of humanitarian aid and projects that had been previously agreed upon. Even so, Japan continues to be among the largest donors. Toshihiro Kudo, “Myanmar and Japan: How Close Friends Become Estranged”, Institute of Developing Economies, discussion paper no. 118, August 2007, at www.ide.go.jp/�English/Publish/Download/Dp/pdf/118.pdf; Patrick Strefford, “Japanese ODA diplomacy towards Myanmar: A Test for the ODA Charter”, Ritsumeikan Annual Review of International Studies, vol. 6 (2007), pp. 65-77, at www.ritsumei.ac.jp/acd/�cg/ir/college/bulletin/e-vol.6/04Patrick%20Strefford.pdf.


� The State Peace and Development Council (SPDC) is the official name of the government, which until 1997, was known as the State Law and Order Restoration Council (SLORC). 


� See Crisis Group Asia Report N°144, Burma/Myanmar: After the Crackdown, 31 January 2008. Other previous Crisis Group reports include Asia Report N°174, Myanmar: Towards the Elections, 20 August 2009; Asia Report N°161, Burma/�Myanmar After Nargis: Time to Normalise Aid Relations, 20 October 2008; Asia Briefing N°58, Myanmar: New Threats to Humanitarian Aid, 8 December 2006; Asia Briefing N°34, Myanmar: Update on HIV/AIDS Policy, 16 December 2004; Asia Report N°82, Myanmar: Aid to the Border Areas, 9 September 2004; Asia Report N°78, Myanmar: Sanctions, Engagement or Another Way Forward?, 26 April 2004; Asia Report N°52, Myanmar Backgrounder: Ethnic Minority Politics, 7 May 2003; Asia Briefing N°21, Myanmar: The Future of the Armed Forces, 27 September 2002; Asia Briefing N°15, Myanmar: The HIV/AIDS Crisis, 2 April 2002; Asia Report N°32, Myanmar: The Politics of Humanitarian Aid, 2 April 2002; Asia Report N°28, Myanmar: The Military Regime’s View of the World, 7 December 2001; Asia Report N°27, Myanmar: The Role of Civil Society, 6 December 2001; Asia Report N°11, Burma/Myanmar: How Strong is the Military Regime?, 21 December 2000.


� Myanmar’s low priority as a foreign policy issue, par�tic�ularly at the Beijing level – was an opinion expressed by most diplomats interviewed. No think tank in Beijing has a full-time researcher dedicated to Myanmar; rather the country is covered under the umbrella of South East Asia and ASEAN. Within the foreign ministry, more diplomats are assigned to Thailand and Indonesia, for example, than Myanmar. Most Chinese experts on Myanmar are located in Yunnan.


� Similarly, China’s renunciation of disputed territory in today’s Kachin state was a gesture to show China’s loyalty and friendship. “周恩来总理曾九次访问缅甸” [“Premier Zhou Enlai visited Myanmar 9 times”], Xinhua, 12 December 2001; Crisis Group interview, Beijing, February 2009.


� See Appendix B.


� Jiang Zemin visited Myanmar in 2001. Elsewhere in South East Asia, President Hu Jintao made state visits to Laos and Vietnam in March 2006; Vietnam in 2005; Malaysia in December 2005; Indonesia, Brunei and the Philippines in April 2005; and Malaysia and Singapore in 2002. Premier Wen Jiabao visited Laos in March 2008; Singapore in November 2007; the Philippines in January 2007, and Malaysia in December 2005.


� Crisis Group interview, Yangon, 2 February 2009. 


� China’s national security is identified with safeguarding its territorial sovereignty, reunification with Taiwan, maintaining internal stability, and curbing intrusion by other great powers into its periphery. Taylor Fravel, “China’s Search for Military Power”, The Washington Quarterly, vol. 33, no. 3 (Summer 2008).


� “The Burmese civil war is the longest-running armed conflict in the world and has continued, in one form or another, from independence to the present day”. Thant Myint-U, The River of Lost Footsteps (New York, 2006), p. 258.


� These ethnic groups straddle the border. For example, there are about 700,000 Was in Burma and another 3,000 in China. Ibid. In particular, China fears the consequences of a “pan-Kachin” or “pan-Wa” movement. 


� Crisis Group interviews, Washington DC, February and July 2008; Bangkok, February 2009; Beijing, August 2009.


� One of the rare exceptions has been the recent support of Resolution 1874 on North Korea which enacted targeted sanctions on specific goods, persons and entities, and widened the ban on arms imports-exports to and from the country; and Resolutions 1737, 1747, 1803 against Iran. China made the concessions because the countries that were the object of sanctions had indisputably violated international norms, but also because blocking them would have jeopardised the issue in the U.S.-China bilateral relationship. Crisis Group interview, Beijing, July 2009.


� Sanctions are a tool of those who “thought they had supreme authority and could impose sanctions on any country and people not obedient to their wishes�”. “First Priority Should Always Be Given To National Sovereignty and Security”, People’s Daily, 1 December 1989.


� An emphasis on sovereignty and non-intervention has long been a key theme of China’s foreign relations. Its “Five Principles of Peaceful Coexistence” (和平共处五项原则), which date from the 1950s, reject interference in other states’ sovereign affairs. These principles were central to critiques of Soviet intervention in Eastern Europe and continued through to the U.S.-led NATO intervention in the former Yugoslavia, which China denounced as “hegemonist”. Beijing has often expressed a similar distaste for milder means of trying to alter other states’ domestic policies. In recent years, Beijing has deviated from a pure non-interference policy in practice. Crisis Group Asia Reports N°153, China’s Thirst for Oil, 9 June 2008; N°166, China’s Growing Role in UN Peacekeeping, 17 April 2009.


� “联合国近年制裁过谁” [“Who has been sanctioned bv the UN in recent years”], Global Times, 20 October 2006. 


� Statement by China’s Foreign Minister Qian Qichen on the 50th Anniversary of the United Nations, S/PV.3583, 26 September 1995.


� Dingli Shen, “Can Sanctions Stop Proliferation?” The Washington Quarterly, vol. 31, no. 3 (Summer 2008), pp. 89-100. Such a conclusion could potentially lead Beijing to structure sanctions to maximise their threat value without necessarily enforcing them.


� Hui Zhang “Do Not Let the Rocket Launch Block North Korean Denuclearization”, The Nautilus Institute, 14 April 2009.


� Crisis Group interviews, Beijing, February-March 2009.


� Crisis Group interview, Beijing, February 2009.


� Ibid.


� Crisis Group interviews, Beijing, 18 February 2009; Yangon, 12, 16 March 2009.


�  Crisis Group interviews, Beijing, 18 February 2009; Ruili, 7 March 2009.


� Interviewees cited the frequent tea breaks taken by the Burmese as an illustration of this. Crisis Group interview, Ruili, 7 March 2009.


� Some Chinese bloggers have speculated that the Saffron Revolution was an American conspiracy to thwart plans for China’s oil pipeline. Another view is that the Saffron Revolution was sponsored by the West so that Aung San Suu Kyi could come to power, thereby giving the U.S. a foothold in South Asia to further contain China. “从’入联公投’到缅甸’袈裟革命’，美力阻中国武力收台 ?” [“From UN referendum to Saffron Revolution: US Stopping China from Reuniting TW by Force”], China.com blog, 26 September 2007, http://�shi.blog.china.com/200709/1005722.html; “南方朔：西方在缅甸搞袈裟革命　围堵中国” [“The West Prompts Saffron Revolution to Contain China”], 铁血社会 (Iron Blood Society), 1 October 2007, http://bbs.tiexue.net/post_2289259_1.html;  “缅甸危机解读” [“Interpreting Crisis in Myanmar”], China.com blog, 27 September 2007, http://dyer215.blog.�china.com/200709/1012269.html; “跟大佬就要跟出风范！” [“Following the Big Brother and Learning its essence”], 松乙先生的博客 [Mister Song Yi’s Blog], 10 November 2007, http://linstory8.blog.163.com/blog/static/539906152007�10161383851/; “中国最近20年对外发生的鲜为人知的军事冲突内幕！” [“The Untold Insiders’ Stories of Military Confrontation between China and Foreign Countries in the Past Twenty Years”], 精品文化 [High Society], 28 June 2009, www.�009bbs.com/read.php?fid=15&tid=2153.


� Pro-democracy protests (commonly known as the 8-8-88 Uprising) were started by students in Yangon on 8 August 1988 and spread throughout the country. Hundreds of thousands of monks, young children, university students, housewives and professionals marched in the streets demonstrating against the government. The protests ended on 18 September after a military coup by the State Law and Order Restoration Council (SLORC) and a bloody crackdown by the army. Human rights groups estimate that at least 3,000 people were killed. For more information, see David Steinberg, Burma: State of Myanmar (Georgetown, 2002); Maung Maung, The 1988 Uprising in Burma (New Haven, 1999).


� For more on Myanmar and the United Nations, see Crisis Group Report, Burma/Myanmar: After the Crackdown, op. cit., pp. 6-8.


� UN Security Council, S/PV.5619, 12 January 2007; UN Security Council Draft Resolution, S/2007/14, 12 January 2007. The vote was nine in favour, three against (China, Russia, South Africa), with three abstentions (Congo, Indonesia, Qatar). 


� The U.S. engaged in months of diplomatic activity, particularly with elected members of the Security Council, to ensure that nine of fifteen Security Council members voted to place the item on the agenda. In the end, ten ended up voting for, with Russia, the Congo and Qatar voting against. Crisis Group interview, U.S. official, Washington DC, August 2007. 


� UN Security Council, S/PV.5619, 12 January 2007. Whenever China speaks about Myanmar in the Council, it underlines that it does not consider the country to be a threat to international peace and security. This is the case even if China ultimately agrees on action such as press statements.


� Ibid.


� Crisis Group interview, Bangkok, July 2007. “China sincerely hopes that Myanmar could have political stability, economic development, ethnic harmony and a well-off situation for its people”. “SPDC chairman met Tang Jiaxuan”, People’s Daily, 27 February 2007, http://politics.people.com.cn/GB/�1024/5419742.html. 


� Crisis Group interviews, Beijing, 23 March, 7 July 2009; Washington DC, February and July 2008. The International Federation for Human Rights (FIDH) president expressed disappointment that China and Russia were “signing a blank check to the Burmese military regime, enabling the continuation of blatant human rights violations, affecting all Burmese people and the Southeast Asian region, in almost complete impunity”. “Russia/China veto on Myanmar condemned”, Human Rights Tribune, 15 January 2007, at www.humanrights-�geneva.info/Russia-China-veto-on-Myanmar,1030; Shah Paung, “China, Russia Failed Burma, Says Opposition”, The Irrawaddy, 15 January 2007; Howard LaFranchi, “Freedom’s ring not reaching new ears”, The Christian Science Monitor, 17 January 2007. 


� Crisis Group interview, Washington DC, February 2008. By contrast, Chinese authorities in Kunming welcome Security Council initiatives concerning Myanmar. See Section IV.D, “Beijing Policy Undercut by Local Actors”.


� Diplomats cited Chinese pressure as a major factor in the government’s decision. China continues to provide support to the ILO in Myanmar, at the same time publicly defending Myanmar when it comes under criticism by the ILO Governing Body. Crisis Group interviews, UN official, Geneva, 6 February 2009; Bangkok, July 2007; Yangon, February 2009; Beijing, July 2009. 


� The national convention is the first step of the country’s seven-stage roadmap to democracy that is supposed to lead to new elections and what the junta calls a disciplined form of democratic rule. The national convention was formally resumed in May 2004 after an eight-year-long suspension, and in May 2007 it was reconvened to approve guidelines for a new constitution. Myanmar has had no constitution since its 1974 charter was abrogated in 1988.


� Stephanie Kleine-Ahlbrandt and Andrew Small, “China’s New Dictatorship Diplomacy: Is Beijing Parting with Pariahs?” Foreign Affairs, vol. 87, no. 1 (January-February 2008), p. 50.


� Crisis Group interview, Washington DC, 15 February 2008.


� The talks – during which both sides repeated their standard claims – led nowhere, in part because the Saffron Revolution followed shortly thereafter. Crisis Group interviews, Bangkok, July 2007 and January 2009. 


� The European Parliament’s vice-president Edward McMillan-Scott said, “China is the puppet master of Myanmar”. Lucia Kubosova, “Call for EU to boycott China Olympics over Myanmar”, EU Observer, 28 September 2007. The army opened fire on demonstrators, killing both monks and civilians. The number of casualties is unclear. The UN Human Rights Coun�cil’s Special Rapporteur Paulo Sérgio Pinheiro has estimated that 31 were killed while the Democratic Voice of Burma puts the number at 138, basing its figure on a list compiled by the 88 Student Generation group in Myanmar. Thousands of pro�testers were also arrested and detained.


� Crisis Group interviews, Washington DC, February 2008. A foreign affairs ministry spokeswoman said, “We call on related parties in Myanmar to exercise restraint and solve the current problem properly”. MOFA press conference, 27 September 2007, www.china.com.cn/international/txt/2007-09/�27/content_8963293.htm.


� UN Security Council Presidential Statement, S/PRST/2007/�37, 11 October 2007; Human Rights Council, “Human Rights Situation in Myanmar”, 5th Special Session. Resolution S-5/1, 2 October 2007. 


� Crisis Group interview, New York, 10 June 2008. China’s aversion to being isolated is linked to its desire to minimise the opprobrium and reputational costs of its actions. Alastair Iain Johnston, Social States: China in International Institutions, 1980-2000 (Princeton, 2008), pp. 131, 136.


� Dropped from the final draft at China’s urging were demands for the release of Aung San Suu Kyi; inclusive dialogue “without conditions”; access for international humanitarian organisations; and mention of the important role played by Myanmar’s neighbours. Crisis Group interviews, New York, October 2007.
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