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Abstract 

The thesis is concerned with the process of transition. The focus is on the change of decision 

making in transport infrastructure development. A holistic analytical model is used to structure the 

analysis of the decision making process. Niels Mygind’s PIE-Model is extended to include 

International Relations, and thus become a PIE-I Model. The four dimensions analyzed to 

understand the transition is Institutions, Politics, Economy and International Relations. The analysis 

are mostly based the theory and literature on Political Economy, Transition Economy, Transport 

Economy and Civil-Military Relations.   

 

Myanmar is used as a case study. In order to answer the problem statement, of how the decision 

making process in transport infrastructure development change in transition, three sub-research 

questions is developed. These divide the analysis into three separate parts in relation to the time 

period.  

First decision making prior to transition, next decision making post transition, and finally future 

decision making. Experience from other transition countries are taken into account in the last 

mentioned analysis. This is done in order to try to predict the future decision making in 

infrastructure development in Myanmar.   

 

The thesis finds that all dimensions analyzed in the PIE-I Model change during transition. Most 

significant is the importance of international relations. International Organizations have a major 

influence on the development of infrastructure, the Asian Development Bank in Southeast Asia and 

the EU in the former soviet Central Eastern Europe, both mostly through funding of projects. 

Furthermore the implementation of market economy changes the nature of demand. Domestically 

demand becomes responsive to market forces and foreign demand becomes determinant on 

comparative advantages. This changes the trade patterns and the commodity composition of the 

country, which on the other hand changes the country infrastructure needs.  
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I - Transport Infrastructure in Myanmar 

1. Introduction 

Massive changes have taken place in Myanmar in recent times. A political restructuring has ended 

decades of direct military control. The structure has gone from an authoritarian military regime 

towards a democratic one.  

The transition process in Myanmar provides a historical opportunity to investigate aspects of the 

transition process. This thesis will be concerned with topics related to trade and infrastructure. 

Researchers have established a positive correlation between infrastructure development and trade. 

This correlation has also been found in transition economies. Also, experience from transition 

countries has shown a shift in trade patterns following the change. This shift has been observed in 

several countries, with varying results, dependent on the specific context of the country.  

Nevertheless, the connection between infrastructure development and the change of trade pattern 

has received limited attention in the academic literature. This is surprising since infrastructure 

development and trade is highly related (Francois et al., 2010). 

The focus in this thesis will be one step further back, on the decision making process of 

infrastructure development. The developement of cross-border infrastructure increase trade between 

the countries involved. The decision making process in development of infrastructure is a process 

where it is decided where to place such infrastructure project. The decision making process of 

infrastructure development can thus be viewed as a key determinant of a country’s trade pattern. 

This is an unexplored territory of research. But it is a crucial area of interest since it is the 

foundation of a country’s trade pattern. 

The decision making process is determined by the interaction of the stakeholders in society, and the 

variables that influence these stakeholders. Thus the process is influenced by the politics, the 

institutions, the economy and the international relations of the specific country. In a country in 

transition, where a new political ideology and/or a new economic paradigm are introduced, most 

aspects in society changes. 

This is the case of Myanmar. In the beginning of 2011 the final step of the “Roadmap to 

Democracy” plan was implemented by the forming of the parliament, who then subsequently 

appointed the president. This marked the ending of more than two decades of direct military rule. 

The procedural process was carried out in accordance with the National Constitution implemented 

in 2008. The drafting of the Constitution was deemed by various sources as being very 

undemocratic, and the general elections held in late 2010 was viewed as being neither free nor fair. 
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Consequently most observers expected the political restructuring was merely a window dressing, 

and did not regard the changes as significant.    

 

But since Thein Sein was appointed president in 2011, he has been the front runner of a pro-reform 

government. In regards to policies which support economic liberalization and reforms that promote 

civil rights. The release of political prisoners and the cooperative approach to the iconic opposition 

leader Aung San Suu Kyi has helped legitimize the government’s effort for change.  

In response, the international community has reacted positively. The western world has suspended 

or limited their sanctions, which has isolated Myanmar for decades, and instead begun promoting 

engagement with the country. Its neighboring countries in South-East Asia have also supported the 

development. ASEAN has elected Myanmar to chair its committee for 2014, and the country plan to 

enter the ASEAN Economic Community in 2015. Only China has mixed feelings towards the 

developments. They have been Myanmar’s main ally for the last two decades. China’s primary 

priority is border stability but they also have important economic and strategic interest in Myanmar.  

However, the transition is still in its early stages. Democracy and an open market economy are not 

implemented overnight. The military still exert significant influence in most aspects of life in 

Myanmar. Also, the country has been in civil war almost constantly since its independence from the 

British following World War II. In some border areas the insurgent groups are still fighting, while 

peace in others areas relies on unstable ceasefire agreements. The population has been suppressed 

for decades and human capabilities have been neglected. This has made the country one of the 

poorest in the world, and around a quarter of its population lives in poverty. 

 

Despite the many problems, the recent development is promising. The change of ideology and 

economic paradigm is going to be reflected in the governance of the country. Even though 

democracy as understood in the western terminology is not achieved, more stakeholders involved in 

the decision making process and a higher degree of transparency will certainly have a positive 

influence. At least as important is the economic liberalization and the change towards an open 

market economy. This has proved an important growth promoter and a source to poverty reduction, 

even in countries where significant political restructuring has yet to occur. Infrastructure 

development will become more a response to demand in line with the economic development 

contrary to the former central planning by a few individuals within the government.  
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2. Problem Statement 

The recent events in Myanmar provide an opportunity to study the transition process. The decision 

making process in the development of infrastructure in transition countries remain an unexplored 

field of study. This is an interessting area of study since it is the foundation of countries trade 

patterns.  

The research question to guide the thesis is the following: 

 

How does the transition in Myanmar influence the decision making process in the 

development of transport infrastructure? 

 

The “transition” refers to both the political transition and the economic transition. This has 

traditionally been the shift from an authoritarian regime towards democracy and from planned-

economy towards market economy.  

The “…influence decision making process” relates to the change of actors involved in the decision 

making process, and the change in the respective power among those actors. Furthermore it relates 

to the dynamics in society and the interplay between institutions, politics, the economy and 

international relations. Thus, it relates not only to the stakeholders and their respective power, but 

also to the question of how the dynamics of the society influence these stakeholders.  

The “development of transport infrastructure” relates to the development plans for railway, roads, 

pipelines, ports and airports. But also the development plans connecting the different transport 

facilities, such as development of dry-ports
1
 and special economic zones. Furthermore it takes into 

account the soft infrastructure
2
 which supports the physical infrastructure development.   

The research question relates to the causality between transition and the decision making process in 

transport infrastructure development. Since the study focus on the case of Myanmar, the answer will 

be context specific, related to the transition process and the change of the decision making process.  

Transition is an ongoing process which evolves over many years. Since the transition in Myanmar is 

still “young” most changes are yet to happen.  

                                                 
1
 Dry-ports are  inland intermodal terminals created to enhance logistics. It may serve various functions. Other than 

transhipment it can function as a storage facility, customs clearance and maintanance of cargo carriers.  
2
 Soft infrastructure refers to non-physical infrastructure developments which attempts to lower transport costs. This can 

be acheived through tariff reduction, and standardized customs, border control, regulations etc.    
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2.1 Sub-research questions:  

The sub-research questions will structure the analysis. The sub-research questions differ in relation 

to the time period. The decision making process will be analyzed in each period and then the 

features of each period will be compared. This way the change of the decision making process can 

be detected.   

How has the decisionmaking process in development of transport infrastructure changed? 

a. How was the decisionmaking prior to the transition?  

b. How is the current decisionmaking?  

c. Based on experience from similar transition countries how will the decisionmaking be in the 

future? 

 

The final answer will consist of a combined answer to the three sub-research questions. It will 

partly depend upon the changes already made within the country, and partly be based upon the 

experience from other comparable transition countries. The second part of the answer to the 

research question will thus be of a hypothetical nature.   

 

3. Methodology    

First the research design, philosophy and strategy will be presented. Next the analytical framework 

will be discussed, followed by the theoretical framework. Finally the empirical framework will be 

presented.  

3.1 Research Design 

The research design of this thesis is a narrative case study. A case study method involves an in-

depth, longitudinal examination of a single event: a case.  

From both an understanding-oriented and an action-oriented perspective, it is often more important 

to clarify the deeper causes behind a given problem and its consequences than to describe the 

symptoms of the problem and how frequently they occur (Flyvbjerg, 2006).  

The case of Myanmar can be viewed as a key case. The circumstances’ surrounding the case 

provides an historical opportunity of analysis in a range of subjects.  

In regards to infrastructure this is expected to be an extreme case. First, investments in 

infrastructure have for decades aimed to satisfy a very limited number of stakeholders. Second, the 

country has been highly dependent on one neighbor, China, and been isolated from the Western 
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world. Finally, the decision making process in the previous regime only involved a few actors. This 

is expected to change significantly now, both in regards to the democratic implementations in the 

political system of Myanmar, but also with the enhanced engagement of international organizations 

and through increased cooperation in regional schemes.        

Since this case study tries to analyze an unexplored field this is more generating than testing of 

hypothesis. This is in line with Eckstein (1975), who argues that case studies “are valuable at all 

stages of the theory-building process, but most valuable at the stage of theory-building where least 

value is generally attached to them: the stage at which candidate theories are tested” (Eckstein, 

1975, p. 85). 

This case study will be both descriptive and explanatory. Meaning that there will be a description of 

the changes that occur, but it will also be explanatory because it will be used to explore causation in 

order to find underlying principles (Yin, 2009).  

 

3.2 Research Philosophy 

The underlying research philosophy is critical realism (Andersen, 2008). This shows that a practical 

approach will be taken towards analyzing the phenomenon.  

In some aspects the research philosophy will be of social constructivism, based on the 

ontological
3
and epistemological

4
 perspective of subjectivism. Through the constructivist approach 

the aim is to describe and explore the phenomenon in depth from a qualitative perspective. This 

perspective will be taken when analyzing the democratization process and the domestic and 

regional infrastructure development plans.  

However, quantitative date will be used to explain the phenomenon as well, drawing back on the 

ontological and epistemological perspective of objectivism and positivism (Crossan, 2011). This 

relates to the statistical data used to analyze changes of trade volumes, total length of roads, and etc. 

The two approaches are not mutually exclusive, but rather complementary (Flyvbjerg, 2011). In this 

case, an in-depth qualitative analysis of the changes in the political system as well as a quantitative 

analysis of infrastructure aspects will enhance the understanding of the phenomenon. The best 

method for analyzing each aspect is simply different.        

                                                 
3
 Ontology is the philosophical study of nature of being 

4
 Epistemology is the study of knowledge and understanding 
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3.3 Research Strategy 

The research strategy will be systematic combining. This is an abductive approach to case research. 

It is a process where theoretical framework, empirical fieldwork and case analysis evolve 

simultaneously (Dubois et al., 2002). It allows the researcher to go back and forth from one type of 

research activity to another and between empirical observations and theory to expand the 

understanding of both the theory and the empirical phenomena.  

Figure 1 – Systematic Combining (Dubois et al., 2002):   

 

 

The direction and redirection process between theory and the empirical observations has made it 

possible throughout the thesis to apply new theory to explain the observations. For example, when 

analyzing the transition process of the political system, the theoretical field of civil-military 

relations were discovered which provided a suitable framework for explaining the political 

restructuring based on the empirical observations made in Myanmar.     

Furthermore, when looking at the empirical evidence from the experiences in other transition 

countries, it was discovered that international relations played a significant role in foreign trade and 

infrastructure development. Thus the analytical framework – the PIE Model – was extended to 

include an extra I – International relations.  

 

3.4 Analytical Framework - The PIE-Model  

The PIE model will be used as the analytical framework in this thesis. The model will be used as a 

tool to structure a holistic analysis of the decision making process in infrastructure development 

pre- and post-transition.  
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The model has been developed by Niels Mygind (2007), as a simple model for dynamic analysis of 

societal change and to describe the business environment in a given society. The model incorporates 

both politics, institutions, economy and the relationship to the surrounding world. The analysis is 

holistic meaning that the economic, political and institutional developments should be understood in 

relation to each other. The interactions between the elements influence each other and go into 

processes of dynamic change of the whole model. At the same time the goal is to make a relatively 

simple analysis of the framework of a given society (Mygind, 2007). The model incorporates the 

theory of political economy and transition economy. Furthermore it incorporates institutions which 

are an essential part of political economy in transition economy.  

The dynamic interaction is path-dependent meaning that the initial conditions are decisive when 

determining the next step. Overall dynamics can be illustrated by virtuous and vicious circles, 

positive or negative self enforcing cicles. Looking at the experience of other transition economies 

this becomes apparent. Here a change of the political institutions lead to a change in the political 

environment thus leading to a change in the economic paradigm or vice verca (Mygind, 2011).   

 

Figure 2 – The Pie-Model (Mygind, 2007, p. 4): 
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The PIE-model includes both formal and informal institutions. Institutions are made to shape 

human interaction (North, 1990). The formal institutions include the economic and political 

institutions. The political institutions define the rules for how the political system functions, 

generally through a constitution. The economic institutions set the framework for the rules of the 

game in the economy. The informal institutions represent the culture in society, such as values and 

religion. Institutions help reduce uncertainty and lowers transaction cost (Williamson, 1985).  

Politics in the model is used to describe the power game between different stakeholders in relation 

to the distribution of resources. It is an analysis of how different social groups interact in the 

political process. Social groups in a given society can consist based on different characteristics, 

such as employment, political beliefs, ethnicity, income, etc.  

Economy is divided in two parts: flows and stocks. Flows relate to growth, investments, economic 

policies, etc. Stocks refer to the resources of society, not only natural resources, but also created 

resources, such as human capital, technology and infrastructure (Mygind, 2011).   

Finally the model incorporates the surrounding world or international relations. Traditionally it has 

not been included as a seperate box in the model in line with the PIE-system, because the impacts 

from the outside world can be included in the analysis of each of the three sub-systems. 

International pressure and alliances influence politics. International pressure, benchmarks and 

supervision influence insitutions. International interaction through trade, FDI and other types of 

economic cooperation has strong influence on the economy (Mygind, 2007).  

However, there are some advantages in including international relations in a seperate box.   

International relations is a key dimension in the decision making process in all countries. 

Furthermore the international perspective has proved a decisive factor in the infrastructure 

development in transition countries.  

For example in East-Central Europe, the relationship to the West (and EU) played a major role in 

the transition of the decision making process. Furthermore when looking at infrastructure and 

especially cross-border infrastructure, which is the facilitator of trade and foreign trade, the 

geographical location is a key dimension.   

In the case of Myanmar the relationship between India, China, ASEAN and the West is also very 

important. That is why a cohisive analysis of the relationship to the surrounding world would 

enhance the analysis.  

The PIE-model is thus extended to the PIE-I-model - Politics, Institutions, Economy and 

International relations.  
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3.5 Theory and related literature 

The thesis relates to three areas of economic theory: transport economy, political economy and 

transition economy. The subject concerns how political economy changes in a transition economy. 

More specifically, how a political decision making process concerning transport infrastructure 

changes in an economy in transition.  

The first section outlines the basic ideas of transport infrastructure related to trade. This gives an 

idea of the function of infrastructure and the development of such.   

The second section outlines the theoretical framework for political economy, and the next section 

the theoretical framework for transition economies. These will provide the basic economic and 

political thoughts which are the underlying fundamentals throughout the analysis in the thesis.  

Next theories and models for civil-military relations will be presented. These will help analyze the 

transition process. They provide tools to describe the system prior-and post-transition, and reasons 

behind military withdrawal.   

The theoretical framework for political economy in transition economy will be presented next. This 

relates to the political economy of reform.  

Finally empirical evidence related to infrastructure in other transition economies will be discussed. 

Furthermore literature regarding changes in trade patterns and infrastructure development will be 

presented. 

 

3.5. A -Transport Economy  

Transport is the movements of people and goods from one location to another. Transport 

infrastructure facilitates that movement. It connects goods to markets, workers to industry, people to 

services and the poor in rural areas to urban growth centers. Transport infrastructure is developed to 

enhance the movement or to increase trade (François et al., 2010).  

The responsibility of the development of transport infrastructure traditionally lies with the 

government of the country. However, often the development of infrastructure is achieved in 

cooperation with the private sector. The role of the government is to supply the demand for 

infrastructure.   

Examples of the demand of infrastructure is “goods-to-market” and “raw materials-to-factories”. 

The infrastructure should facilitate the movement of goods between these locations. If the location 
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is outside the country, the infrastructure should be connected to transport models which can 

facilitate such movement, such as seaports, airports or dryports.   

In a global market where trade is determined by comparative advantages, it is in the country’s 

interest to lower its transport cost, in order to increase its competitiveness. High transport costs will 

be an obstacle to trade and impede the realization of gains from trade liberalization.  

There exists a close relationship between infrastructure and transport costs (Nordas et al., 2004). 

First it reduces direct transportation costs. Second it lowers the time of transport, which indirecly 

reduces cost. Thirdly it reduces risks. Finally it provides access to new markets.  

Various factors determine transport costs across countries: The geographical characteristics (such as 

the distance from major markets, access to oceans and the countries typography), the type of 

products that a country import/export, the degree of contaninerization of transport, the traffic on 

specific routes, the quality of the transport infrastructure, and the efficiency of related transport 

services.  

Differences across countries in transport costs, including relative costs between different modes of 

transport, are a source of comparative advantage and affect the volume and composition of trade. 

For example a country with relatively lower air transport costs may have a comparative advantage 

in time-sensitive goods (WTO, 2004).  

Products with a high value-weigth ratio are mainly transported by air, whereas products with low 

value-weight ratio mainly are transported by water. In general agricultural and mining goods are 

more expensive shipping than manufacturing products. 

When transition occurs, it traditionally indicates that the previous system did not work. This in turn 

means that the facilities are most likely worn down and outdated, including the transport 

infrastructure. This is the case of Myanmar, where investments in infrastructure have been limited.  

Domestically it is important to connect the largest economic trade centers, and widen the 

infrastructure network to include as large a part of the country as possible. Issues include 

maintaining, repairing and updating already existing infrastructure routes, but also extending the 

existing network.  

At least as important, it is necessary to engage in regional cooperation to develop infrastructure 

plans that can connect its infrastructure network to neighboring countries. This can be achieved 

either by direct agreements between neighboring countries or by multiparty cooperation between 

countries in a region to develop infrastructure plans within a larger perspective. Infrastructure to 

facilitate trade between countries which markets have been neglected for decades, are expected to 
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be in a poor state, either by poor quality or simply by missing links. It is important to recognize the 

most important links and complete those.  

Transport infrastructure by road, railway and pipelines typically means domestic trade, and foreign 

trade with neighboring countries. However, a connection to a cross-border infrastructure network 

gains access to not only their market but also markets connected to their network. The connection 

gives an indirect access to global markets. Such as the case of East-Central Europe, where Poland’s 

road and railway connection to Germany, also meant access to France, Netherlands, Italy, etc.  

Transport infrastructure such as seaports and airports provides direct opportunities in world 

markets, depending on the geographic location, sea access etc. In the case of Vietnam the 

development of their ports, helped facilitate trade in a wide range of markets, such as America and 

Europe.  

As with the development of roads and railways it is important to look at regional infrastructure 

when developing seaports and airports. Furthermore the interdependence of the different kind of 

infrastructure is important. As an example a large port will have a very limited purpose if it is not 

connected to sufficient roads and/or railway facilities and their respective networks.  

 

3.5. B - Political Economy  

Political Economy is the study of the interaction between economy and politics. Economics can be 

described as the science which studies human behavior as a relationship between ends and scarce 

means which have alternative uses (Robbins, 1932). If economics is described as the study of the 

optimal use of scare resources, then political economy begins with the political nature of decision-

making and relates to how politics will affect economic choices in society.  

In political science, politics is defined as the study of power and authority, and the use of power and 

authority. Furthermore power is the ability of an individual, or a group, to achieve outcomes which 

reflect its own objectives. In turn, authority, exist when people directly or indirectly permit 

someone else to make decisions for them (Lindblom, 1977). Questions of power and authority are 

relevant only when there is heterogeneity of interests. That is, a conflict of interest between 

economic actors in a society. People want power or authority to attempt to have the societal choice 

reflect their preferred course of action. In other words, the struggle for power or authority, are the 

mechanisms for making collective decisions. 

The policymakers of a society should find the optimal policy for the use of scarce resources and 

welfare maximize. However, in reality, the actual policies usually differ significantly from the 
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optimal policies. Here the optimal policy is figured out based upon technical and informational 

constraints, and not political constraints. The political constraints relates to the conflict of interest 

that exist in the society and the need to make collective decisions facing these political constraints. 

First of all individuals have different taste and preferences, called ex-ante heterogeneity. 

Furthermore people have different opinions on how the goods should be distributed in society, 

which is called ex-post heterogeneity.   

  

3.5. C -Transition Economy Theory  

Transition economy theory has traditionally been the study of the changes which occur when a 

country goes from a planned-economy to a open market economy. The change of economic 

theorem has often been accompanied with a change in the political system, which is an equally 

important transition in the society. The transition of the economy represents an increase in 

economic freedom, whereas the political transition brings along an increase in political freedom. It 

can sometimes be difficult to differ between the two, since they are interdependent (Cooray, 2005). 

The failure of planned economy and the fall of communism in the former USSR ended the cold war 

and capitalism and democracy came out victorious. Back then it was widely believed that economic 

freedom and political democracy jointly represented the wave of the future (Fukuyama, 1992). 

There would be a confluence of economic and politics, with liberal democracy standing at the end 

of history (Wagner, 2000).   

However, experience has shown that the story is not quite as simple. The transition process varies 

from country to country. Market economy has to a large extent been embraced in most countries, 

however the same can not be said about democracy. East Central Europe has experienced 

democratization in tandem with liberal economic reforms (Poland, Hungary, the Baltics, Czeck 

Republic, Romania, Bulgaria). In Eastern Europe the experience is different. Belarus is still a 

dictatorship, and the democracy in Russia and Ukraine lack credibility. The cases are also different 

in the Asian continent. China, Lao PDR, Cambodia and Vietnam are still one-party 

communist/socialists states. However, they have all embraced market economy and carried out 

liberal economic reforms. In Malaysia, Singapore and Thailand democratic systems have been 

implemented but the military remain highly influential. In South-Korea democracy is implemented 

and the military is almost under complete civilian control.   

The sequencing of economic and political reform has also varied. In the case of the former USSR, 

the government structure changed first, and was followed by a change towards market economy. 



18 

 

However, in other countries, such as South-Korea, the economic reforms were first implemented 

and latter followed by a change in the political system.  

 

As noted above, the transition process differs from country to country. In order to analyze which 

kind of transition is happening, one needs to analyze the economic and political environment prior 

to the transition. Furthermore it should be analyzed if the transition is genuine or if it is just window 

dressing by an authoritarian rule? The reasons behind the transition must be analyzed in order to 

determine so.    

3.5. D - Civil-military relations in transition economies  

There is extensive literature on political leadership and on military intervention into the political 

and civilian affairs of the state. In the theory of civil-military relations, there has traditionally been a 

distinction between a structural and an agency approach. However, it is a combination of the 

structural context and the agents’ interaction within the context that define the civil-military 

relations. 

In this thesis Siaroff’s (2009) continuum for measuring the degree of military intervention into the 

political and civilian affairs of the state will be used to assess the political environment in 

Myanmar. Furthermore the framework developed by Croissant (2011) concerning the decision 

making areas in civil-military relation will be used to capture a more nuanced picture of the 

military’s involvement in society.     

To understand the reasons behind a change of political regime it is first necessary to understand the 

different types of political leadership. According to Max Weber (1922), there exist three ideal types 

of political leadership or legitimization reasons by the rulers of a society:  

1) charismatic domination (familial and religious),  

2) traditional domination (patriarchs and feudalism) and  

3) legal domination (modern law and state, bureaucracy). 

According to Sundhaussen (1985), the degree of military intervention into politics is the outcome of 

several interdependent endogenous and extraneous factors. Overall it relates to two interdependent 

concurrent factors; the dynamics within the internal organization of the military itself and the 

political, cultural, economic and international environment that influence the military’s actions 

(Büente, 2011). These two sets of variables can be further broken down into eight variables: 
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Table 2 – Factors for Military withdrawal (Croissant, 2004): 

Endogenous factors Exogenous factors 

1) Personal interest of the military 1) Configuration of the civilian sphere (strength 

of parties and civil society) 

2) Corporate interest of the military 2) Economic development 

3) Military ideology 3) Internal security (e.g. secessionist 

movements) 

4) Military cohesion 4) External security 

3.5. E - The Political Economy of Transition Countries  

The overriding importance of political constraints in the transition process has led to developments 

of the theory of the political economy of reform (Roland, 2001). Two broad strands can be 

identified in the literature on the political economy of reforms: normative and positive.  

The normative political economy of reforms focuses on the decision making problem of reforms 

subject to political constraints. Models in this literature view the executive branch of government as 

having monopoly power over the design and sequencing of reform packages that are put to vote in 

the legislature or in a popular referendum. One then tries to derive general principles on what sort of 

reform package should be proposed. 

In contrast, the literature on the positive political economy of reforms attempts to analyze the clash 

of interest groups. The focus is less on deriving policy recommendations than on trying to 

understand the evolution of the balance of power across countries and across time (Roland, 2001). 

This thesis will be mostly concerned with the positive political economy, where the power between 

different interest groups will be analyzed.  

Gérald Roland (2001) identifies two main visions among economist which have shaped policy 

recommendations and research programs: The “Washington consensus” and the “evolutionary-

institutionalist perspective”. Despite having most support in the beginning of the transition process 

in Central and Eastern Europe there is an increasing consensus that the “Washington Consensus” 

view with the so-called trinity of transition (liberalization, stabilization and privatization) is a 

misguided recipe for a successful transition. While economists do not deny the need to liberalize, 

stabilize and privatize, they increasingly recognize that these policies cannot achieve their goals 

without the existence of appropriate institutional underpinnings of capitalism (Roland, 2001 - p. 

343). 
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3.5. F - Experiences in transition economies 

Studies have proved that there exist a positive correlation between infrastructure and GDP. Case 

studies on the relationship between infrastructure development and GDP in transition economies 

have supported this relationship (Aghion et al., 1999).  

Research on how foreign trade patterns changes following transition have been carried out in 

various countries. In East Central European countries the research shows that the trade has shifted 

towards the West following the transition (Winiecki, 2000). The orientation towards the Western 

markets, marked a return to the pre-planned economy trade pattern. The skewed isolated system 

was replaced by an open market economy where trade was determined upon comparative 

advantages among nations. One could argue a return to the natural market.  

In East Europe, the transition was generally slower. This was also the case of Ukraine, but the 

country still experienced a shift of trade away from Russia towards Western markets.  

In Vietnam, Cambodia and Lao PDR the trade also shifted away from the former soviet bloc. At 

first, towards countries in the region, and later to distant markets, such as the EU and Americas 

(Athukorala, 2009).  In South East Asia the trade patterns had been skewed for much longer, also 

prior to the centrally planned regime by colonist masters. Thus the “natural” trade pattern was not 

readily available. 

Case studies on infrastructure development in Lao PDR, South Korea and Vietnam provide insight 

in a range of aspects in the transition process (Ro, 2002 and Oraboune, 2006).  It shows that a range 

of factors influence the transition of the process. First of all it shows the importance of international 

relations. Looking at South-Korea compared to North Korea; it becomes clear how much foreign 

interference at a early stage can influence a country in the long run.  

A common policy undertaken by most transition countries is an export-oriented strategy. In these 

countries the economy is likely to change when being subject to market forces, meaning that foreign 

trade is determined upon competitive advantages. It is the responsibility of the government to 

develop infrastructure that support the transition of the economy.   

When analyzing the transition process one shall keep in mind that the evolution in the trade patterns 

is reflecting the specific context of the country; location, capabilities, natural resources and the 

cultural and geopolitical history. 
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3.6 Empirical Framework 

In the preparation phase of the thesis, I traveled to Myanmar to get a feeling of the development. I 

interviewed several experts, such as embassy employees and people conducting business in 

Myanmar. Furthermore I had interactions with other students studying related topics. Beyond that, I 

talked to dozens of Burmese citizens, from different part of the country. I got a chance to “enjoy” 

different transport methods: road, railway, airways and river transport. The journey provided me 

with vital information and a unique insight to life in Myanmar. However, the information gathered 

was too sporadic and lacked confirmation by trusted sources so I will not be using the primary 

information directly in the thesis. However, the information gathered helped guide me towards 

more reliable sources and pointed me towards areas of interest.  

The thesis will instead rely on secondary data. The data are gathered from national institutions, 

international organizations, regional cooperatives, institutes, and various media.  

The national institutions include the transport ministry and the ministry of rail transportation of 

Myanmar and their respective web-sites.  However, they provide very little in-depth information. 

The New Light of Myanmar which is the national newspaper has also been used to gather 

information. However the information in the newspaper has been under strict censorship and thus 

traditionally been very pro-government, so the newspaper lacks credibility.   

Among international organization the publications and databanks of UNESCAP, the World Bank, 

the IMF and the Asian Development Bank are used. 

The regional cooperation publication will come from ASEAN, BIMSTEC and GMS. This is the 

main regional engagements Myanmar has with its neighboring countries, also in relation to 

infrastructure development.       

Data from institutes and other groups include: The publications of International Crisis Group (ICG), 

the Journal of Democracy, Critical Asian Studies, GIGA – the German Institute of Global Area 

Studies, IDE-Jetro – the Institute of Developing Economies Japan external trade Organization and 

CSIS – Center for Strategic and International Studies, and many more.  

The data will consist of a combination of quantitative (Length of roads, railways, number of ports, 

trade flows) and qualitative data (analysis of political restructuring, the change of power 

distribution, etc.) 

Because of the situation in the country for the lasts decades, the availability of information is scarce. 

The statistics available is of questionable credibility. The lack of critical journalism due to the strict 

regime further limits the information. Also as any regime, the data that does exist tends to have 
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been manipulated on a regular basis. This is why much of the thesis relies on international 

publications.  

4. Work-plan 

The thesis will be divided into six chapters. The first chapter has introduced the case and explained 

the problem statement that is to be answered. Futhermore, the methodology undertaken in the thesis 

has been presented along with the theoretical framework. In the following the work-plan is 

presented which show the connection between the theory, the analytical framework, the empirical 

data and the structure of the thesis.     

 

Before beginning the main analysis, Chapter II will give a brief historical account of foreign trade, 

the economy and politics of the country. The main analysis will be carried out in Chapter III, 

Chaptor IV and chapter V. Chapter VI will be the conclusion. 

The chaptors where the analysis is taking place will differ in regards to the timeframe. Chapter III 

will focus on the period prior to the transition, Chapter IV will focus on the transition and the 

development so far and chapter V will look at future developments.  

The data in Chapter III and IV will be the reports and other publications on the historical and recent 

development in Myanmar. In Chapter V the data will consist of the experiences in other transition 

countries. Based on that information the future of decision making in Myanmar will be analyzed.   

The PIE-I model will be organised such that the analysis will begin with I – institution and then 

move on to P – politics, then E – economy and finally I – International relations. The sequence of 

the different elements is chosen to make the analysis as effective as possible. I felt that it was 

important to analyze the institutions of the country first. Then the analysis of the politics and the 

economy could be understood in the context of political and economic institutions. The 

international relations dimension was placed last to understand it in the context of the domestic 

institutions, politics and economy.   

In regards to the theoretical framework, the above mentioned theory will be used in different phases 

of the thesis in the relation to the PIE-I which will structure the analysis. The theory of political 

economy will serve as an underlying foundation through out all dimensions of the PIE-I model in 

Chaptor II, III and IV. So will the theory of civil-military relations, especially in relation to 

institutions and politics. The theory of transition economy will come into effect in Chaptor III and 

IV, as well as political economy in transition countries. The litterature on transition experience from 

other countries will be used in chaptor four. The litterature on transport will be used as a foundation 
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for reference to specific infrastructure projects. The focus in the thesis is on the hollistic analysis of 

the decision making process, but examples of infrastructure development will be used to highlight 

certain aspects.    

In the appendix a few maps are illustrated to help understand the regional context in Myanmar.  

4.1 Structure 

I - Introduction 1. Introduction 

2. Problem Statement 

3. Methodology 

4. Work-Plan 

 

What am I trying to figure out?  

 

How will i figure this out? 

II – Historical Context 1. Historical Context How has the PIE-I factors been 

in a historical context? 

III – Prior decision making  1.Institutions 

2. Politics 

3. Economy 

4. International Relations 

5. Sum-up 

How was decision making 

before transition? 

IV – Current decision making 1. Institutions 

2. Politics 

3. Economy 

4. International Relations 

5. Sum-up 

How is decision making now? 

V – Future decision making 1. Institutions 

2. Politics 

3. Economy 

4. International Relations 

5. Experience from other 

countries 

6. Future decision making in 

Myanmar 

 

 

How was decision-making in 

other transition countries? 

 

How will decision making be in 

the furture? 

VI - Conclusion 1. Conclusion To answer the three sub-

research questions, which then 

answers the problem statement   
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II - Historical context 

In the early nineteenth century, the Burmese economy was mainly based on self-sufficient 

agriculture. However, the country did receive a fair amount of money from foreign trade, being 

located on the major transport route between India and China. Indian merchants came along the 

coast and travelled up through the rivers of the country to trade goods. The country’s vast network 

of north-south running rivers made inland water transportation the primary source of transportation.  

The mountainous border area between China and Burma made transport difficult. However, around 

the end of the eightteenth century substantial cross border trade was reported. The Burmese 

exported cotton and precious stones, and imported metals and medicine.  

 

The Kingdom of Burma was gradually colonized during the nineteenth century by the British. 

Burma became a province of the British Indian Empire and was controlled from the capital of 

Rangoon.   

The British changed the economy of Burma. It became part of the colonial export economy in a 

global perspective. Especially rice became a major export commodity. The demand for rice was 

high in Europe, especially after the building of the Suez Canal in 1869. Rice production was 

intensified. The rich soil in the land around the central Ayeyarwady River was cleared for rice 

cultivation, and many migrated from the Northern provinces to the river delta to farm.  

The British wanted to develop new ports in between its major ports in Calcutta and Singapore. A 

number of ports were developed along the coastline of Myanmar. The major port was the port of 

Rangoon. However, other ports also had significant activity and facilitated rice export such as the 

western port in Sittwe and the eastern port of Moulmeine (Economist, 2013).   

 The economy was growing quickly and industilization came along. A north-south running railway 

line was built, creating a link between Rangoon and Mandalay, and eventually Myitkyina, which 

sublemented hundreds of steamboats traveling along the rivers, primarily the Ayeyarwady, with 

cargo. Rice remained the primary commodity but also other commodities were important such as 

Teak wood, oil and gemstones (Steinberg, 2001). 

 

The British wanted to create a transport link between the Bay of Bengal and China. As of 1870, the 

transport of goods between the Burmese border town Bhamo and China was still on packed mules. 

Multiple studies of the feasibility of an expansion of the railway network was carried out, with the 
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conclusion that the topography of the area betweem Bhamo and China made contruction too costly 

(Christian, 1940).  

 

The expansion of the Japanese army into China in the late 30s, fast tracked the development of a 

transport link between Burma and China. With the Japanese occupation of its eastern coastline, 

China needed alternative supply lines. One was the railway line though French Indo China, but it 

did not have the sufficient capacity. Another link from Rangon to China was needed.  

To complete the link new development was needed. The choice was between a link from Bhamo, 

which was connected to Rangon by inland river transportation, or from Lashio which were 

connected by railroad. The latter option was choosen; however, given the time contraint, the 

contruction of railway was not an option. Instead work on a road was initiated. Within a year the 

road, although of poor quality, connecting Lashio with Kunming was completed (Craw, 1942). This 

has come to be known as the Burma Road.  

As the Japanese took control of the southern part of Burma, thus cutting of Rangon, a new supply 

line was needed. Between 1942 and 1945 a new route in northern Burma was built. From Assan, in 

the northeastern landlocked India, to Myitkyina, this then connected to the Yunnan Province. It was 

called the Ledo Road.  Major parts were destroyed after WWII due to fighting between Indian 

Insurgent groups and the Indian Government.    

 

Prior to World War II, Burma was one of the wealthiest countries in South East Asia, and the 

world’s largest rice and teak wood exporter. However, the Burmese population did not receive 

much of the benefits. The British reaped the profits together with an emerging Anglo-Burmese, 

western educated, upper class. 

After the war, the situation was completely changed. Around 60 % of the transport network was 

destroyed and exports was significantly reduced (WB, 1973). Political turmoil, civil war, and a turn 

to centralize policies further decreased the trade. As measured by the traffic in Rangon Port, which 

approximately accounted for 80% of foreign trade, traffic was halved from 5, 4 mio. tones in 1940 

to 2,6 mio. tones in 1954. The reduction was almost exclusively in exports, which accounted for 4 

mio. Tones in 1940 compared to 1, 4 mio. tones in 1954 (WB, 1956).  

The Burmese military, the Tatmadaw, became as dominant a figure in the country, as the British 

was before the war. The military was formed during WWII to help the British-Indian army stop the 
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Japanese expansion. After the war the Tatmadaw kept fighting but now the enemy was the British, 

and the goal was national independence (Callahan, 2012).  

In 1948 independence was given. The country implemented a constitution establishing a democratic 

system of government. But the departure of the British had left the country heavily divided and 

outbreaks of ethnic and communist rebellions made it difficult to govern. Instead of strengthening 

the civilian government’s institutions, a modernization of the Burmese Army was undertaken 

(Pedersen, 2011). The military expanded its role in politics, and took over administrative and civil 

functions. The national budget for internal security was increased. The Tatmadaw legitimized its 

control by declaring itself the protector of national security (Büente, 2011).  

The expansion of military control culminated when General Ne Win took control of the country. 

First temporarily under the “caretaker government” from 1958 to 1960, and then finally with a coup 

in 1962. He brought the army leaders into power and “eliminated their civilian counterparts once 

and for all” (Callahan, 2001). The military established the Revolutionary Council and suspended the 

constitution. All legislative, judicial and executive powers was placed in the hands of its chairman 

General Ne Win (Pedersen, 2011).  

The World Bank had carried out a number of projects in Burma in the wake of WWII in the 50s, for 

example a rehabilitation of the Rangon Port. However, it stopped its activity in Burma in the 60s, 

due to political reasons. In the 70s the WB reengage with the country. It carried out a series of 

projects repairing the railway network, and rehabilitated the inland water transportation network 

(WB,56 and WB, 73). 

In the 1970s the government transformed into the Burmese Socialist Programme Party. The 

Constitution of the Socialist Republic Union of Burma was implemented. The Burmese Way to 

Socialism plan was introduced and the government started nationalizing and cut most ties to the 

surrounding world (Büente, 2011). The military remained the backbone of the socialist one-party 

state where General Ne Win remained party chairman and president.  

Through out the period exports kept declining. In the early 60s export of rice was one and a half 

million tonnes p.a., around half of the pre-war level. A stagnation of rice production coupled with 

an expanding population further decrease rice exports. By the start of the 70s rice exports was only 

700,000 kilos (WB, 73). 
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Table 1 – Rice Exports 

Rice Exports (in tonnes) 3 mio.  1,5 mio. 0,7 mio. 

Year 1939 1960 1970 

 

The relationship between Thailand and Burma has historically been with mixed emotions. However, 

the period from 1962-87 marked a new low in recent history. Burma’s mistrust to Thailand arose 

primarily due to suspicions of them supporting rebels located in the border areas between the 

countries. The trade in the most significant trading post, Mae Sot, was reduced to trade in Teak and 

precious stones, much of which was carried out in the black market. Thailand was unpleased with 

Burma, mainly due to the illegal drug trade carried out by Burmese insurgent groups, with the 

blessing of the Tatmadaw, according to the Thais.   

 

By 1987 Burma was facing severe economic problem. They were awarded the least developed 

country title by the United Nations. A sudden demonetization of the currency, without any warning 

or compensation wiped out savings of millions (ICG, 2012). This triggered a massive student 

demonstration. The protest escalated into a broad-based countrywide democracy movement known 

as the “8888 uprising” (Büente, 2011).  

This ended the socialist experiment, and General Ne Win resigned. The army stepped back in, 

suppressed the uprising and reintroduced direct military rule under the State, Law and Order 

Restoration Council – SLORC (Pederesen, 2011). 

The western world reacted with sanctions. This kept the UN and other international organisations 

away from the country for more than two decades.  
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III – Decision Making Prior to Transition 

1. Institutions  

First a quick introduction to the structure of the transport sector in Myanmar is given. Then the 

formal institutions, the political and economic, are analyzed, and finally the informal institutions are 

discussed.   

1.1. The Transport Sector of Myanmar 

The structure of the transport sector in Myanmar has remained unchanged for the last decade. It is 

primarily divided among three ministries: Ministry of Transport (MOT), Ministry of Rail 

Transportation (MORT) and Ministry of Construction (MOC). However, three other ministries also 

have a saying in the transport sector: Ministry for Progress of Border Areas and National Races and 

Development Affairs, Ministry of Defense (MOD) and Ministry of Home Affairs. Furthermore 

Yangon, Mandalay and Nay Pyi Taw have their own City Development Committees (ADB, 2012). 

There are no agency with overall responsibility for the transport sector and there are no clear lines 

of responsibility. The institutional structure of the transport sector is fragmented and overlapping. 

For example, road-related activity fall under MOC, MORT and the MOT.  Critical road-related 

activities, such as regulation, driver and vehicle licenses, safety are the responsibility of MORT. 

Meanwhile MOC, the agency responsible for construction and maintanance of roads has no formal 

involvement with regulating the vehicles that use the roads, or with road safety. 

An overall transport sector strategy has been lacking, and decision making has been based opon ad 

hoc criteria. There has been no in-depth cost-benefit economic analysis in the decision making 

process for prioritizing infrastructure investments. Investments have focussed on major highways 

and new railway lines with little founding for operating and maintanance of existing networks. This 

has resulted in the higher-level roads being under-utilized while access to rural areas is very poor.    

The government has followed a national integration policy that included extending the road and rail 

networks to remote areas of the country. This has only deepend the challeges in the transport sector, 

since these areas are typically mountaineous and sparsely populated, with little economic base, the 

cost of providing transport infrastructure to them is high, and the economic returns and revenue 

potential is low (ADB, 2012).  

 

For example, Myanmar railways has been extensively exspanding its network since 1988. In 1988 

there was 1,976 miles track. In 2007 Myanmar Railways had network of 3,402 route miles. Many of 
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the new lines pass through severe terrain, providing accessibility of convenient transport and socio-

economic development for people living in the remote areas. Frequently road construction has 

parallelled rail construction resulting in excess transport capacity. As of 2012 Myanmar Railways 

revenues only constituted half of their expenses. 

 

The extent and shape of Myanmar’s primary road network has been dictated by topography. The 

country is long and relatively narrow and divided by north-south running mountain ranges and large 

rivers. As a consequence, traditionally most of the road networks runs north-south, as do the railway 

and inland waterway networks. However, this has been changing. Since the late 1980’s several 

primary roads and bridges have been constructed to provide east-west linkages.  

In the late 80s, 11 roads running north-south, of 2,453 miles was designated as the Union Highway. 

In 2008, east-west highways have been and are being added. 35 horizontal highways of 9,450 miles 

and 45 vertical highways of 5,692 are making a total of 80 highways of 15,142 miles (Thein, 2008). 

The lower-level networks at state-level appear to be much less extensive or almost non-existent. 

About 48 % of the core network is paved all-weather surfaces. In contrast, only 8 % of the non-core 

network is paved for all-weather (ADB, 2012). 

 

Myanmar has great possibility for water transportation as three major rivers: Ayeyarwady, 

Chindwin and Sittaung are useful for inland transport navigation. Inland water transportation 

accounted for 44, 39 % of total freight ton in 2002. 

Myanmar has a coastal line of 2,832 km. Myanmar has nine ports along its coastal line. Four of 

those are equibed to handle international transport: Yangon, Sittwe, Pathein and Mawlamyine.  

Yangon is the premier port, and account for 90 % of exports and almost all import. It can handle 

vessels up to 167 meter in the inner harbour and 250 meter in the outer harbour (Thein, 2008).  

 

An example that shows the complete madness of the transport sector in Myanmar is that most cars 

have the wheel in the right side of the car. At the same time the traffic is design such that you drive 

in the right side of the road. This makes driving much more risky. And it must be one of the few 

places in the world where such as thing is still going on.   

 



30 

 

1.2 The Military as the Political Institution 

Since the Tatmadaw cracked down the “8888” uprising, the military has been the primary political 

institution in Myanmar. The military, under the leadership of Saw Maung, promised to hand over 

power after holding fresh multiparty elections. Two years later, a free and fair general election was 

carried out. The result was a landslide victory to the National League for Democracy (NLD) with 

Aung San Suu Kyi as frontrunner. But, the military refused to acknowledge the result. They argued 

that the country lacked a constitution for transferring power to a new government (Büente, 2011).  

The Tatmadaw instead suppressed all avenues of dissent. Any criticism or opposition was viewed as 

outbreaks of politics posing a threat to national security. The method for countering such threats 

was a harsh crackdown. Members of opposition had to spend long periods in house arrest, in jail or 

had to flee the country due to military persecution. The justification was the military’s image of 

itself as savior and guardian of the nation (Callahan, 2012).  

The military junta rule with an iron fist. The SLORC mapped the military’s chain of command onto 

administrative and policy-making structures. The military came to control all aspect in society being 

invovled in all decision making at all levels of government. The political institutions were fully 

controlled by the Tatmadaw. 

In 1997 the junta reorganized and renamed itself the State Peace and Development Council (SPDC). 

This signaled a shift from restoring order to foster peace and development (Büente, 2011). By then 

the threat of insurgent groups was not nearly as significant as a decade earlier. The Tatmadaw had 

expanded its troops from 180,000 in 1988 to around 350,000 in 1995 (Callahan, 2003), and been 

able to expand its territorial representation in the country.  

 

1.3 Military Control of Economic Institutions 

The military also controlled the economic institutions. While this regime has controlled society, 

Myanmar has had amongst the highest cost of doing business in the world. This is in part due to the 

heavy regulation which has introduced distortions and ineffeciency in the economy. Laws and 

regulation was complex and unclear. Combined with a weak rule of law, it was very difficult to 

enforce contracts. Furthermore most sectors required permits and licenses which were controlled by 

the National Trade Council. Together this created an opportunity for rent-seeking by corrupt public 

officials and left a small number of crony firms dominating large sectors of the economy (ICG, July 

2012).  
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One of the major distortions in the economy was the dual exchange rate. The official rate of Kyat 

was pegged to the international monetary fund “Special Drawing Rights” basket of currencies. Here 

the official rate was between 5-6 kyat per US $. In recent years this was sometimes 150 times 

stonger than the market rate of between 800-1000 kyat per US $, found in the black market. The 

massive differences between offical and market rates, and the lack of transparency in transactions, 

provided lucrative opportunities for corruption and rent-seeking (ICG, July 2012).  

An example of this is the development of the Yadana Pipelines, from the Yadana Gas Field in the 

Andaman Sea, to the Thai border. The sale of gas was reflected in the national budget according to 

the official exchange rate and not the market exchange rate. It is believed that the lost profit ended 

in the pockets of high placed military officials.  

 

1.4 Buddhism as Informal Institution 

Myanmar is considered the most Buddhist country in the world. More than 89% of the population 

practice the Theravada Buddhist tradition. It is by far the largest informal institution in the country 

and the culture of the population is heavily influenced by the Buddhist religion.  

Experts has made the argument that the culture has helped the military stay in control of society. In 

Buddhism it is believed that your position in life is a result of your behaviour in previous lifes. 

Implying that your status in society today, whether rich or poor, is where you deserve to be. This 

has served as a way for the elite to legitimatize their leading role in society and kept the lower 

classes in place (Holm et al., 2012).  

Nevertheless, the most serious threat to the military power came in 2007, when the monks 

demostrated. During 2006 there had been a high inflation in the price on basic consumer goods such 

as rice, eggs and cooking oil. In 2007, a sudden removal of subsidies on fuel caused a rapid 

increased in fuel prices, and prices on consumer goods soared.  This had a crucial effect on most of 

the population who already lived on the edge starvation.  

In response, the monks went to the streets in protest. The movement gained support throughout the 

country, where the general polulation join the monks march. In Yangon around 100,000 protestors 

marched. In Mandalay and Sittwe nearly 10,000 joined the movement. After days of demonstration 

the movement ended with a harsh crackdown by the military and the death of dozens of Buddhist 

monks. This movement became known as the Saffron Revolution, due to the Saffron yellow color 

of the monk’s ropes. Although the movement did not threaten the cohesion of the army, it 
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challenged the regime’s traditional legitimacy as rulers of the devoutly Buddhist country (Büente, 

2011).  

Following the Saffron Revolution in 2007, the military needed a new way to legitimize its 

leadership. The old “Roadmap to Democracy” plan reemerged. It provided a way the military could 

claim legitimacy as leader of the state. It marked the beginning of the end of traditional domination 

and the transition to legal domination. The institutional transition is described in detail in Chaptor 

IV.   

It would be wrong to view Myanmar as a homogeneous country. Conversely, its has a very diverse 

population. The largest group is the ethnic Burman. This group is represented both in the military 

and in the main opposition party, NLD. As well as politically, this group also constitute the central 

part of the country geographically. It is made up by an area that streches from Yangon to Mandalay. 

This group account for roughly 70 % of the population. The rest of the population is divided among 

seven ethnic states: Shan, Kayin, Rakhine, Mon, Kayah, Chin and Kachin. However, even this is a 

simplifyed picture based upon geography. Many of the groups have ethnic sub-groups. Especially 

Chinese and Indian ethnicity constitutes major population groups.  

The population differs not only in ethnicity but also in regards to religion. In Rakhine a large part of 

the population is Muslim and Hindi, and in Kayin, Kayah and Kachin state part of the population is 

Christian. These religious differences have been a major issue in relation to the armed conflit in the 

border regions (Lall, 2009). 

 

2. Politics 

The analysis of politics will focus on the social groups in society. First an analysis of the military. 

Next an analysis of the opposition, divided into two sections: the NLD and the ethnic groups. The 

internal power struggle within the groups and the interaction between them is what determines the 

political process in the country.  

2.1 Strong Control by the Tatmadaw 

The military has been the most influential actor in politics in Myanmar for half a century. The 

Tatmadaw has remained cohesive for the last two decades. However, there has been some evidence 

of internal powerstruggle.  

When Ne Win was ousted in 1988, General Saw Maung took over. SLORC was established and he 

placed himself as chairman and commander-in-chief. But after a palace coup in 1992 General Than 
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Shwe replaced him on both positions. The next couple of years SLORC were dominated by three 

individuals, Senior General Than Shwe, General Maung Aye and Major General Khin Nyunt 

(Büente, 2011). Khin Nyunt was in charge of the Military Intelligence, which was a powerful 

institution, especially in the regional areas. Khin Nyunt was viewed as a moderate, or “softliner”. 

He was the negotiator of many ceasefire agreements and talked to Aung San Suu Kyi about possible 

reforms. He also represented the military junta in the international community (Büente, 2011).  

As he became too powerful, the other two generals removed him from power. Than Shwe and 

Maung Aye had a different view than Khin Nyunt. They supported a much less moderate agenda. 

The purge of Khin Nyunt not only consolidated Than Shwe and Maung Aye’s personal powerbase, 

it also marked a victory of the “hardliners” against the “softliners” within the Tatmadaw. The battle 

was won by the conservatives who believed in a status quo solution contrary to the moderates who 

supported at least some degree of refrom.  

In 1997, the regime announced that it desolved the SLORC and would be reborn as the SPDC. This 

signalled the changed environment and the new challeges the regime now faced. But this also 

provided an opportunity for the leading members of the central government to consolidate their 

powerbase (Economist, 1997). In the reorganisation a dozen of critic voices in the central 

administration was ousted and replaced by younger officers.  

Also a conflict between the central command and the regional commanders had emerged. A few 

regional commanders had established strong powerbases, based on the large profit generated from 

resource extration. These powerful regional commanders started questioning the commands dictated 

from the central government. This was a problem for the central administration, and for the 

Tatmadaw, as it threatend the cohesion of the army. Following the reorganisation, the regional 

commanders was relocated to central divisions. New rutine reshuffles from the regional positions 

was implemented in order to prevent similar problems to emerge in the future.  

Than Shwe, with the support of his deputy Maung Aye, continued to enhance his powerbase the 

next decade. His followers were regularly promoted into top positions where loyalty and military 

background was preferred over technocratic capabilities. Than Shwe became the prime decision 

maker in a highly centralized system. His suppressive behaviors created an environment where no 

one questioned the decisions he made in fear of punishment. In this environment his subordinates 

failed to bring him negative news (ICG, July 2012). As a result, is seems that Than Shwe, the de 

facto dictator, got increassingly detached from the reality.   
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2.2 Lack of Opposition  

The regime has successfully been able to suppress all opposition. By banning a range of basic civil 

rights it made it difficult for an opposition to get organised. Prohibition against assemplies larger 

than five person stoped all official work in most political parties. Furthermore a strict media 

censorship kept the population uninformed and prevented critic voices from being heard. The 

national newspaper, the New Light of Myanmar, functioned more as a propaganda machine for the 

regime than an actual news provider.  

However, some opposition managed to gain support. The most prominent movements were 

organised by the monks, as dicussed earlier, and the students behind the “8888 uprising”. The 

students organized a demonstration in 1996 to call for improvements in education. The regime 

reacted by suppression, arrested and jailed more than 100 of the leading individuals and shut down 

universities for long periods. The universities were relocated from the cities to rural areas before 

they were reopened (Büente, 2011). Public transport routes to major cities were redesigned and 

rescheduled in a way such that most transport carriers would arrive in the cities in middle of the 

night. This was done to prevent opposition forces from bringing demonstrators to the cities from 

rural areas. This effectively prevented university students from organizing demonstrations that 

could gain major support in the population.    

 

2.2. A. – The Banning of the National League for Democracy 

The main opposition party in Myanmar is NLD. In 1990, it received around 60% of the votes in the 

general election. The military failed to accept the result of the election, and instead the party was 

banned. Its front runner Aung San Suu Kyi was placed in house arrest and other leaders was jailed. 

Local leaders was harresed until they stoped their party activity or was forced to flee the country.  

Obviously, this severely damaged the organisation and the cohesion of the party. However, Aung 

San Suu Kyi remained a strong iconic symbol. The party kept having strong support in the 

population, especially among the ethnic Burman.    

Aung San Suu Kyi is the most famous person in Myanmar. She is the daugther of the national hero 

General “Bogyoke” Aung San. He was one of the leading figures in the fight for national 

independence from the British. He succesfully hosted the Panglong Conferrence which bought 

together most ethnic groups of the society, and got them to agree upon the formation the Union of 

Burma. He was later assassinated by members of his own cabinet.  
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Aung San Suu Kyi is a national hero herself. She has been a strong advocate of peaceful 

democratization. She received the Noble Peace Price in 1991, which raised international awareness 

of her situation and the country’s situation.  

Over the years she has been in and out of house arrest. The military had difficulty of determining 

what to do with her. They were affraid that if they killed her, the population would be furious and 

start a revolution. So they felt the best solution was to isolate her.  

Not being able to conduct any party activity within Myanmar, the NLD and Aung San Suu Kyi 

decided to influence politics another way. Following the 1990s election the NLD called for a swift 

transfer of power and began mobilizing the international community to support their demand 

(Büente, 2011). The sanctions, mostly from Western countries and Japan, were already in place out 

of concerns for political and human rights situation after 1988. But these were now intensified.    

2.2. B. - The complexity of the ethnic border regions 

The country is highly ethnically diverse. Along the border different ethnic groups is living with 

cultures and religions that differs from the ethnic majority of the Buddist Burman. Since 

independence armed conflict has been an element of the struggle for power. The civil war has 

primarily been a fight between the military government and the individual ethnic groups. The ethnic 

groups has not fought as a collective group. Different groups have been at at war with the 

government for different reasons at different times.  

The post-colonial rulers championing of Buddhism as state religion was interpreted as an attack on 

the minority’s identity. In addition the central government discriminated against all non-burman 

groups politically, economically and through suppression of their culture, language and religion 

(Lall, 2009).  

In the early years of independence some ethnic groups wanted to become countries of their own. 

The last two decades the fight has been more concerned with increased autonomy and influence on 

decision making. The government wants a unitary state whereas the ethnic groups support a federal 

arrangement. Through the years the army has justified its position in power by arguing that it is the 

only institution which could guarantee the unity of the country. 

Until 1989, the Tatmadaw had been fighting two civil wars; one against the ethnic groups and 

another against the Communist Party of Burma. If unified, these anti-government forces could have 

posed a real threat of ousting Myanmar’s military government. The military’s decision to choose 

peace was largely a strategy for their own survival (Kudo, 2011). By 1990, China had become 
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Myanmar’s most important trading partner. China decided to shift its approach. They stopped 

founding insurgent groups and instead focused on cooperation with the government. 

Without the founding from China, most insurgent groups were now willing to sit down at the 

negotiation table. Led by General Khin Nyunt, the government negotiated a number of ceasefire 

agreement with ethnic insurgent groups.  

The groups that did not enter ceasefire agreement was now faced with intensified attacks by the 

government troops relocated from the ceasefire areas. This forced even more ethnic groups to enter 

ceasefire agreements. By 2006, 25 different groups had agreed ceasefires with SPDC (Lall, 2009).  

The border regions are naturally of great importance to the neighboring countries. The fragile state 

of the situation in thses regions have been an obstacle to the development of infrastructure.  

   

An example shows how narrow the focus of the decision makers in transport infrastructure was. In 

2005, the capital was moved from Yangon to Nay Pyi Daw in the central region of the country. The 

official reason was that Yangon was too crowed to expand the government buildings. However, 

more likely was the strategic location in fear of foreign invasion and to stabalize the central regions.   

A 8-lane highway was built from Yangon to Nay Pyi Daw to support the traffic. However, the 

highway remained almost empty, only used by military officials commuting from the houses in 

Yangon to the new capital. The general population kept using the old highway. They were affraid to 

use the new highway because it was difficult to get assistance if needed. Such as repairing a flat tire 

or access to water if the engine overheated. The highway was built to support the need of a very 

limited group of stakeholders. This becomes even more apparent since the road was built with 

hardly any exit routes, thus not supporting town located between Yangon and Nay Pyi Daw.  

This example shows that “national security” is prioritized before social development. It also shows 

the lack of inclusiveness of other than the narrow groups of military officers.  

3. Economy  

3.1 The military’s Involvement in The Economy 

When the military took control in 1988, they announced that a market economy would be 

embraced. This was in stark contrast to the socialist planned economy directed by Ne Win. 

However, an open market economy was never undertaken. Instead the military got more directly 

involved in the economy (Büente, 2011).  
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Maung Aye, who served as second in command, controlled the powerful National Trade Council. 

He ultimately controlled which companies that should succed or fail through a complex and 

arbitrary licens and permits system. He was assisted by Tin Aung Myint Oo who served as 

commerce minister.  

The military consolidated its powerbase by engaging in economic activities. Two major holding 

companies was founded: the Union of Myanmar Economic Holdings Limited (UMEHL) and the 

Myanmar Economic Cooperation (MEC). The MEC was formed to promote the heavy industry. 

This would not only generate profit, but also it was a strategic reason to have access to supplies of 

important materials such as steel and cement. The UMEHL was formed to generate profit in the 

light industry and trading in commercial goods (ICG, July 2012).   

The companies made their profit mainly through the special privileges they received. In most 

sectors major foreign investments had to be through joint ventures with them. In many markets they 

obtained a monopoly through permit and licenses through links to decision makers on the National 

Trade Council. Furthermore other companies did not dare to compete with them. As a consequence, 

the military became the most important business actor in the country (ICG, July 2012).  

3.2 Economy in the Border Regions 

Myanmar’s border regions are rich in resources. This includes gem, minerals, and Forrest products 

and enourmous hydropower potential.   

The armed conflits in the border regions has become intimately entwined with resource extration. 

The armed organizations need to extract resources to fund their operations and support their 

standing forces. At the same time, the lucrative profits from these activities have also been a driver 

of the conflicts. Some places the conflicts became as much about resource extration as about 

pursuing ideological goals (ICG, July 2012).  

The ceasefire agreement in the 1990s brougth some peace dividends to the population in the conflict  

Areas: reduction in insecurity and greater freedome of movement that broadened economic 

opportunities. But the transition from war economies into ceasefire economies brought little benefit 

to ordinary people. The ceasefire agreements were only verbal and were achieved in part by 

offering armed group leaders lucrative business concessions and control over resources in their area. 

Ethnic leaders felt that the only guarantee they had was to maintain their armed forces. Thereby 

most revenues from the economic deals went to this purpose, or for personal gain to the leaders 

(ICG, July 2012).  
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The border regions are the entrance point of trade with the neigboring countries. Naturally the 

neighboring countries have a economic interest in those regions. These will be discussed further in 

the next section concerning international relations.  

 

4. International Relations 

Myanmar is located in the eastern part of the Indian Ocean. It is sharing borders to the west with 

India and Bangladesh, and with China, Lao PDR and Thailand to the east. This way Myanmar 

serves as a gateway between South Asia, China and South East Asia.  

Dispite being isolated by the Western international community, Myanmar has been open to relations 

with its neighboring countries. Due to the sanctions imposed by the Western community, 

Myanmar’s external economic and political relations became skewed towards China and other 

countries in the region (ICG, July 2012).   

4.1 Chinese Dependence 

The Chinese southern region Yunnan Province shares a more than 2000 km long borderline with 

Myanmar. In the north of Myanmar it shares border with the state of Kachin and in the east it is 

situated next to Shan State. Myanmar and China has historically been linked through land routes, 

but in the post 1988 era connectivity has increased (Jha, 2012).  

From 1988 to 2010 Myanmar was by many considered a client state of China. It was a reality that 

China was the most important factor in security and economic affairs of Myanmar. China helped 

Myanmar avoid multilateral sanctions in the international community. On the other hand Myanmar 

supported that China became a factor in the politics of the Indian Ocean (Jha, 2012).  

In the early 1990s China put in a series of economic reforms and developed a foreign policy that led 

to increased trade through out South East Asia. China cut off the support of the communist 

insurgents in the northeast borderlands of Myanmar and focussed on cooperation with the 

government instead.  

China’s main priority in regards to Myanmar is, and has always been, border stability. However, in 

the last two decades other strategic interests have emerged, mainly energy security, resource 

extration and access to the Indian Ocean.  

China has recognized that Myanmar can improve China’s energy security. In June, 2010, China 

National Petroleum Company (CNPC) began construction of major oil and gas pipelines from the 

deep-water part of Kyauk Phyu in Myanmar to Kunming, the capital of Yunnan Province. Once 
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complete, the pipelines will improve China’s access to crude oil from the Middle East and Africa, 

cut transportation time and provide an alternate supply route should access to the Straits of Malacca 

be reduced because of conflict (ICG, September 2010). 

4.2 India’s Look East Policy 

Myanmar and India also shares a long borderline. In Myanmar, the northwestern region of Sagaing 

and the western region of Chin both shares border with the landlocked northeastern part of India, 

which is consisting of the regions Naga, Manipur and Mizoram.  

The relations between Myanmar and India were for decade’s cold due to ideological differences. 

The situation started improving in the 1990s with the Indian paradigm of Look East Policy. Among 

other things, the countries found a common interest in eliminating the threat of insurgent groups 

located in the border region (Jha, 2012).  

However, strengthening of its economic ties also became a common interest. This was symbolised 

by the opening of the Indo-Myanmar friendship road opened in 2001. It is a 160 km highway which 

links Moreh in India with Kalewa on the Chindwin River in Myanmar. The road also serves as a 

key link in UNESCAP’s Asian Highway Project, where it is to be extended to Mandalay.    

Myanmar’s engagement with India, was seen by many as a way to gain barganing power vis a vis 

the Chinese. On the other hand, India was not pleased with China’s influence in the Indian Ocean.  

4.3 Thailand’s Look West Policy 

The relationship between Myanmar and Thailand has been complicated. Historically, Thailand feel 

a lot of hatred towards the Burmese for raiding their kingdoms on several occasions. From the 60s 

to the 90s the relations were cold. But Thailand has reengaged with this military government. With 

a rapidly growing demand for energy in Thailand, the supply potential for such in Myanmar has 

been of great interest. In the 90s the Yadana Pipeline was constructed to provide natural gas to 

Thailand. Furthermore hydropower is exported to Thailand.   

Thailand has been the host of hundred thousands of refugees, who inhabit refugee camps in 

northern Thailand. Also illegal imigrants live in Thailand, were they take the work the Thai do not 

want.  

Thailand and Myanmar needs to cooperate in the regional multinational institutions – ASEAN, 

GMS and BIMSTEC.  
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4.4 Bangladesh and Lao PDR 

The relationship between Bangladesh and Myanmar has been influenced alot by the issue of 

Rohingya Muslims. BIMSTEC is a platform for Myanmar to discuss cross-border infrastructure 

development between their countries.  

Lao PDR was considered a client state of Vietnam, just as Myanmar was client state of China. The 

tense relationship between China and Vietnam has limited interactions between Lao PDR and 

Myanmar. However, they are both members of ASEAN.  

 

4.5 The Engagement in International and Sub-regional Organisations 

Four international organisations have influenced the transport infrastructure in Myanmar: ASEAN, 

UNESCAP, GMS and BIMSTEC. 

United Nations Economic and Social Committee for Asia and the Pacific (UNESCAP) are engaged 

in two major projects for development of the transportation network in Asia and the Pacifc: The 

Asian Highway Project and the Trans Asian Railways Project. The plan is to ensure international 

connectivity, not only regional but also globally. The plan is to finally link the far east of Asia with 

the network of Europe.   

The location of Myanmar, which connects South Asia with Southeast Asia is essential for the 

completion of the link. But due to the sanctions from the West, and the intertwined relationship 

between the UN and the US, funding from the institutions of UN, including UNESCAP and the 

World Bank, has not been placed in Myanmar since the late 80s.    

 

The Association of Southeast Asian Nations (ASEAN) is a cooperation between the ten states in 

Southeast Asia. The relationship between ASEAN and Myanmar can be divided into three periods.  

From 1988 to 1997 ASEAN carried the “Constructive Engagement Policy” towards Myanmar. The 

approach was governed by strict adherence to its non-interference policy. There was hardly any 

pressure for political reform and most engagement was economic dealing through individual 

ASEAN members.  

In 1997 Myanmar was admitted as a member of ASEAN. The approach changed to the “Flexible 

Engagement Policy”. Some members, especially Indonesia with its new found democracy, 

pressured Myanmar for political reform. In general, discussions and criticism were intensified. 

However, sanctions were never viewed as an option. Instead ASEAN preferred increased dialogue. 



41 

 

Yet Myanmar was never accepted as a full member. This was apparent when Myanmar was denied 

to Chair the organisation in 2005.  

The change to a more flexible approach was based upon three factors. First of all Myanmar was 

damaging ASEAN’s picture in the international community. Second ASEAN was frustrated with 

the slow pace of reform in Myanmar. And finally the influence of China in Myanmar was growing 

dispite the membership in ASEAN.  

In 2008 the most recent approach was realized. This came into effect following a tragic natural 

disastor. Myanmar was hit by Cyclone Nargis in its Ayeyarwady delta. Around 150.000 died and 

the damages were enormous. At first Myanmar did not allow foreing aid to enter the country. But 

ASEAN offered to act as a conduit for international aid. An offer that was acceptable to both 

Myanmar and the international community. This act put the “Flexible engagement policy” into 

practice (ACAS, 2012). 

ASEAN also have a focus on transport development and have plans of a ASEAN Highway. All 

parts of the Asian Highway are also part of the ASEAN Highway. But the ASEAN highway also 

consists of additional routes.  

 

The Greater Mekong Subregion (GMS) is a subregional group of countries, bound together by the 

Mekong River, founded by the Asian Development Bank (ADB) in 1992. The members are 

Myanmar, the southern Chinese provinces of Yunnan and Guangxi, Lao PDR, Thailand, Vietnam 

and Cambodia.  

Among the areas of cooperation is transport. The GMS Transport Sector Strategy (2006-2015) 

identified nine road corridors that will form the subregions network of transport links. Five of those 

corridors run through Myanmar: (ADB, 2011). 

 The Western Corridor only runs in Myanmar. It connects Tamu on the Indian border with 

the Mawlamyine in the south.  

 East-West Corridor will link the Bay of Bengal (Mawlamyine - Myanmar) with the South 

China Sea (Vietnam). This road will be 1,000 km. This will only be a quarter of the 4,000 

km alternative searoute through the Strait of Malacca available today. A Thai company, Sor 

Chiangri, is responsible for building the first section of the road in Myanmar from Thai 

border, Myawaddy-Thingun (Thein, 2008).  

 The Southern Corridor connects Dawei in southern Myanmar with Kanchanaburi in 

Thailand. Then it splits, with one route going through Phnom Penh and down to Ho Chi 
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Minh City, and another runs throug the north of Cambodia and end on the coast in the 

middle of Vietnam.  

 The North-South corridor which connects Kunming in Yunnan with Bangkok has two routes 

that connect China with Thailand. One route is through Lao PDR. The other one is through 

Myanmar in Shan state, through Kengtung, and crossing the border to Thailand in 

Tachiliek/Mae Sai.  

 The Northern Corridor connects India with the Chinese east coast in Guangxi. In Myanmar 

it connects with China in the north of Shan State, in Ruili/Muse, and runs through Lashio 

and Mandalay before ending on the border town of Tamu.    

 

Because the GMS is founded by ADB, who is also the main donor, the development of the corridors 

in Myanmar has been limited. The ADB is heavily influenced by Japan and the US, which both has 

been participating in the sanctions against Myanmar. The country has received no founding from 

ADB or the WB for the projects. Funding of roads has only been on a bilateral basis from India, 

Thailand and China (Thein, 2008).  

 

The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC) 

is a subregional group of coupling some geographically contiguos countries around the Bay of 

Bengal. It was established in early 1997 by its founding members Bangladesh, India, Sri Lanka and 

Thailand. A few months later Myanmar became a member. And in 2004, Bhutan and Nepal was 

admitted.  

BIMSTEC link South Asia (SAARC) and Southeast Asia (ASEAN). It is a combination of India’s 

“Look East Policy” and Thailand’s “Look West Policy”. Myanmar becomes a focal point, at least 

for inland transportation, due to its geographical position. The group aim to provide trade and 

technological cooperation, among other initiatives by enhancing transport connectivity. 

Subregional cooperation in the transport sector is the basic means for promoting economic linkages 

among the member countries. It facilitate cross-border movement of goods and people, thereby 

enhances trade and investment, labor and social mobility, and access to markets and other economic 

opportunities.  

Between the members of BIMSTEC transportantion in water is essential since all countries (except 

Bhutan and Nepal) have direct access to the Bay of Bengal. In BIMSTEC the focus has been on 
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maritime cooperation to facilitate movements of goods between major international seaports (ADB, 

2012).   

In 2005 a study by ADB was undertaken to assess the transport and logistics of the BIMSTEC 

countries. In 2008 the final report was published – BIMSTEC Transport Infrastructure and Logistics 

Report (BTILS). The report highlighted a number of problems with the infrastructure network of 

Myanmar. First of all the national railroad network, is not connected to any neighboring countries. 

Second, the overall road network is of poor quality. Finally, the hilly sections and roads leading 

from Myanmar to India and Thailand required widening and better maintanance (ADB, 2008). 

 

5. Sum-up – Prior Decision Making 

 

The decision making in Myanmar has been in the hands of a few military generals for the last two 

decades. Due to the nature of Senior General Than Shwe, and the people surrounding him, he got 

increasingly detached from the reality. Furthermore, much of the decision making was justified in 

the name of “national security”. This way alot of money was allocated to military spending, and less 

was spent on social development. This could be done due to the lack of opposition, which made the 

decisions very non-inclusive, with only a few actor involved in decision making. 

The example of the Yangon- Nay Pyi Daw Highway, show the narrow focus of decision makers, 

and the non-inclusiveness. Only the interests of the military officials were taken into consideration. 

The focus on national security is also seen by the relocation of universities and the rescheduling of 

public transport in order to avoid bringing rural demonstrators to the cities.  

 

The military had control of the economy through the National Trade Council, which controlled 

permits and licenses. The economy was heavily distorted, examplified by the dual exchange rate 

and the substantial difference between the official and market rate. This led to lucrative 

opportunities for rent-seeking.  

The neighboring countries did not fail to take advantage of the system, and pipelines were built 

from Myanmar to Thailand and China, respectively. The sale of natural gas was made under 

suspicious circumstances, and the military officials most likely benefitted much more from the deals 

than the general public. It seems a bit condictary to export such large volumes of energy, when 

power shortage is common in its major commercial city, Yangon. This shows that the decision 

makers prioritize profit in their own pockets compared to development of the society. 
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The cooperation with sub-regional groups such as GMS and BIMSTEC is promosing. The groups 

have been able to identify important routes which would enhance the regional connectivity 

significantly. However, due to the sanctions from the West, funding for projects within these 

initiatives have been limited, and all funding have been based opon bilateral agreements.  

 

 

The fact that traffic still runs in the right side of traffic and that most cars have the wheel in the right 

side as well show some of the difficulties the country is dealing with. This situation has occured due 

to a number of issues. First of all, the strong anti-british movement in the country following 

independence meant a distancing to all British implementations. The country decided to drive in the 

right side of the road instead of the left side during the British colonization. Under the National 

Trade Council it was close to impossible for regular citizens to import cars. This meant that the old 

cars were still being used, even though they were design for the British road system.  
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Figure 3 - PIE-I Model – Prior Decision Making 

 

 

Politics 

 One decision maker 

Than Shwe (with support of Maung Aye) 

de facto dictator 

 

 Detached from reality 

Environment of “yes-sayers”, promotion 

of loyalty instead of skills kept real 

information from central leaders 

 

 No Opposition 

Ban of NLD, Ceasefire Agrements in 

border regions but no further dialogue 

International Relations 

 Sanctions from the West 

No access to funding, limited FDI from 

Western companies and limited 

opportunities in Western markets  

 

 Chinese Dependence 

China influential in Myanmese politics, 

economy and international relations 

 

 Limited Scope of Cooperation 

with Regional Neighbors 

Cooperation in GMS, BIMSTEC, 

ASEAN, however due to sanctions, 

funding of projects not possible. Funding 

only occur on bilateral basis with 

Thailand, India and China  

Economy 

 Distorted Economy 

Dual Exchange Rate System, 

Complicated system of permits and 

licenses controlled by the National Trade 

Council which leads to rent-seeking 

opportunities 

 

 Military involvement 

Control the National Trade Council, and 

are directly involved through two major 

holding companies (MEC, UMEHL).  

 

Institutions 

 Political 

Military Regime – Suppression of all 

opposition (Media Censorship, Ban of 

Assembly) 

 

 Economic 

Military Control of institutions – The 

National Trade Council 

 

 Informal  

Buddhist Monks, Saffran Revolution 

Diverse population especially in border 

regions 
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IV - Current Decision Making  

1. Institutions 

This section will focus on the change of institutions. First the transition process of the political 

insitutions will be outlined and next the new division of power will be analyzed. Finally the 

economic institutions will be analyzed.  

1.1 Political transition  

In 2011, Myanmar formally returned to civilian rule after two decades of direct military control. 

Critics argue that the political transition fall short of genuine democratic transition since the military 

still hold significant influence. The military has managed the transition process at every single step, 

designing a system supposed to safeguard its own core interests (Büente, 2011). However, the 

introduction of civilian rule has thus far proven much more significant than first anticipated and the 

country has undergone the most major changes in more than half a century. 

 

The political transition process has followed the “Seven-Point Roadmap to Democracy”. The 

roadmap was first announced in 2003. It served as a plan for the military to continue to legitimize 

its leadership by changing from traditional domination to legal domination.  

The central questions are the distribution of power between the military and the elected official 

(democracy) and the power between the central state and its constituent parts (federalism) 

(Pedersen, 2011).  

 

The first step was the convening of the National Convention to draft a Constitution. The process 

was boycotted by the two major opposition parties, NLD and SNLD (Shan National League for 

Democracy). In general, the process was “marred with a lack of inclusiveness, heavy restrictions on 

public debate, and little actual input by the participants into the final product” (Pedersen, 2011, p. 

53).  

In February 2008 step three was realized when the drafting of the Constitution was finalized. It 

formally establishes a multiparty system with regular elections and associated civil and political 

rights. However, key elements of a meaningful democratic system are lacking (Pedersen, 2011). 

Most significantly, the military maintains a dominant role in politics, as the Constitution guarantees 

25 % of the seats of the national and regional parliament to members of the military.  
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The constitution establishes a bicameral Union Assembly (Pyidaungsu Hluttaw) at the national 

level. It is made up of the Peoples Assembly, the lower house (Pyihu Hluttaw) and the National 

Assembly, the upper house (Amyotha Hluttaw). It also establishes 14 regional legislatures.  

The Union Assembly will serve as an electoral college to choose a president among the three 

candidates nominated, respectively by the elected members of the upper house, the elected members 

of the lower house and the military appointess of both houses. The two unsuccessful candidates will 

be appointed as vice presidents. It will then be free for the president to select the members of the 

government (ICG, May 2010).  

 

In May 2008, the SPDC organized a national referendum on the Constitution according to step four 

of the roadmap. The Constitution was approved with the official result of 94% in favor, with a 

nationwide turnout of 98%. The poll is widely believed to be marred by large-scale electoral fraud, 

and the results lack any credibility (Human Rights Watch, 2008).  

 

In November 2010 step five of the plan was carried out, when the general elections was held 

(Büente, 2011). The elections were neither free nor fair, and were marred with massive 

manipulations of vote count and other irregularities (ICG, March 2011).  

The pre-election playing field was tilted heavily in favor of the military backed Union Solidarity 

and Development Party (USDP). The Political Parties Registration Law prohibited “persons serving 

a prison term as a result of a conviction in a court of law” from joining or remaining members of 

political paries. The law was rather harsh, especially in the light of the fact that many opposition 

figures was incarcerated (ICG, May 2010). The main opposition party NLD boycotted the election. 

Not surprizingly the USDP won a landslide victory and won a huge majority of the seats.   

The USDP was established in 1993 by SLORC to support its political agenda. The parent 

organization Union Solidarity and Development Association (USDA) is fully backed by the 

military (Kudo, 2011). The USDA has a vast network of offices, and is well funded. Prior to the 

election, Prime Minister Thein Sein and more than twenty minister and deputy ministers resigned 

from the armed forces and registered in the political party  (ICG, May 2010).   

 

In January 2011 convening of the parliament under the new constitution was carried out in 

accordance to step six of the roadmap. It marked the historic first session of the new legislatures.  
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Shwe “Thura” Mann (a former general and the third-ranking member of the SPDC) was elected 

speaker of the lower house, and Khin Aung Myint (former minister of culture was elected speaker 

of the upper house. Speakers were also elected in each of the fourteen state assemblies. All went to 

USDP representatives. The combined national legislature also had its first session, which formally 

brought the new Constitution into effect (ICG, March 2011). 

A month later, the presidential electoral college choose Thein Sein, the former SPDC prime 

minister, as president. Tin Aung Myint Oo “Thira Thura”, former Secretary-1 of SPDC, was elected 

as Vice Predident-1 and Dr. Mauk Kham as Vice President-2.  

President Thein Sein is incharge of achieving the final step of the roadmap, “building a modern, 

developed and democratic nation” (New Light of Myanmar, 2003). His first step was to form his 

government.   

The cabinet is made up of 30 ministers with four ministers having dual portfolios. The cabinet was a 

mixture of new and old faces. About one third of ministers have been reappointed from the previous 

cabinet, mostly with the same portfolios. A number of technocrats have been appointed to run social 

services ministries. The education minister is a former university rector, the ministry for hotels and 

tourism is a businessman and the ministries for industrial development in a former head of the 

Myanmar Chamber of Commerce. The foreign minister was most recently the ambassordor in 

Geneva. He has military background, but has alot of experience having served in several bilateral 

and multilateral postings.  

 

The National and Defense Council is the most important executive organ provided for in the 

constitution. While the council is led by the president, the military still has effectively control under 

the current configuration, since the Commander-in-Cheif de facto controls six of the eleven 

positions: in addition to his own vote, he appoints one of the vice presidents, the deputy 

commander, and the ministers for defense, home affairs and border affairs (ICG, March 2011).  

 

1.2 New power division 

Dispite the military’s continued significant role in society, the political institutional transition bring 

along significant changes. The constitution divides power between the president, the parliament, the 

military and the parties (ICG, May 2010).  
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Under the new constitution the president is the most important person in the republic of Myanmar. 

He wields supreme executive power as both head of state and head of government. He appoints the 

cabinet and the cheif ministers of the fourteen regions. He chairs, but not necessarily controls, the 

powerful National Defense and Security Council.  

 

The military has considerable executive authority, since it appoints one of the presidential/vice 

presidential candidates, and the commander-in-chief apppoints serving military officials to be 

minister of defense, home affairs and border affairs. In addition, the Commander-in-Chief will have 

effective control of the National Defense and Security Council.  

The military hold 25% of the reserved legislature seats, ensuring that they can block changes to the 

constitution. The military appointees were filled mostly by low-ranking led by a small number of 

high ranking officers. Supposedly, to ensure that the military bloc remained cohesive and compliant 

with the wishes of the military superiors. 

The legislature power of the military has become weakened, with the USDP landslide victory, with 

almost 60% of the seats in both houses of the national legislature. Had the party secured less than 

50% of the seats, it would have had to form an alliance with the military bloc (or another party) in 

order to have majority, giving the military greater legislature influence. In short term, it is unlikely 

that the interest of the military and the USDP will diverge significantly (indeed many USDP 

legislators retired from the military in order to run) but that may change over time.  

 

The USDP controls well over half the seats in both houses of the national legislature, and does not 

need the support of the military bloc for legislative decisions that require a simple majority. It also 

chooses two of the presidential canditate nominees, and with its present majority can choose which 

of the candidates become president.  

It does not have the two thirds majority in both houses to succesfully impeachment action, but with 

the support of the military bloc (or several other parties) it would have power to remove the 

president or any other public official from office (ICG, March 2011).  

The legislature has a key role in the power structure. They choose the president and vice presidents. 

They can block certain presidential appointments, impeach public office-holders and debate key 

bills such as the budget bill. A powerful former general, Shwe Mann is the lower house speaker, 

and he will be the de facto locus of legislative power (ICG, March 2011).  

The parliament creates the possibility of a more dynamic and innovative lawmaking environment.  
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The new constitutional system ensures that no individual or power center can become all-powerful. 

The commander-in-cheif acts as check on power of the executive branch, by appointing one of the 

presidential nominees, and through the effective control of the National Security Council. In state of 

emergency the constitution also confers broad powers on the commander-in-chief (Pedersen, 2011). 

The president has influence over the military in his control of the national budget, which include 

allocations to the military. The USDP, given its majority, has control over legislative affairs. The 

legislative branch also has influence over the USDP, since the speaker of the lower house, Shwe 

Mann, also is a patron of the party.  

 

The power is not only divided in the central command, but is also decentralized across regions. 

Each of the fourteen regions has its own legislature, together with a local government headed by a 

chief minister.  

While the legislative and executive powers of the regions are limited, the new decentralized 

institutions ensure that governance is more responsive to local concerns. The local decisions will be 

taken by people from the area sitting in a parliament or government located in the region concerned. 

The impact of this will most likely be felt in ethnic states, where ethnic political parties have 

sizeable minorities and whose representatives will be included as ministers in the local government. 

Furthermore many USDP representatives in local levels is respected local figures. They were 

pressured to run on a USDP ticket as part of the party’s election strategy and do not necessarily hold 

the same view as the party (ICG, March 2011).  

 

1.3 Economic Institutional Change 

The changes taking place in Myanmar involves simultaneous processes of economic reconstruction 

and political reform. Dispite the challenges involveed, there may be advantages in such reforms 

proceeding together. Expanding freedom of expression, an incressing independent media and 

freedom of association and assembly mean that it will be easier for the voice of the population to be 

heard by decision makers. This can be very important for steering economic reforms, pushing for 

benefits being more equitably distributed, exposing corruption and ensuring greater respect for 

basic political and economic rights.  
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The economic reform has proceeded slower than the political. There appears to be strong political 

commitment from the president, the legislature and even from the military. But the enormity of the 

task, the lack of accurate data and the weak institutional and technical capacity has slowed the 

process.  

A vital question for Myanmar’s policymakers is how to find the right balance between the 

imperative for quick reform and taking enough time to ensure that the right policies are put in place.  

 

2. Politics 

Following the political institutional restructuring, politics in Myanmar has changed completely. 

Autocratic leader Than Shwe has been replaced by a range of new leaders divided across different 

powerbases. They have proven more refrom friendly than anticipated.  

In this section the politics in each of the new four power centers will be discussed, and finally the 

development in the border regions.   

2.1 A reform-minded President 

The government, which took over on 30 March 2011, includes many members of the previous 

military regime. The president was the former prime minister and a career military officer. Yet, the 

president appeares determined to implement the reform agenda laid out in his inaugural address to 

the parliament and initial speech to the government. The president has released hundreds of political 

prisoners and abolished media censorship.  

  

Former Commandor-in-Chief, Senior General Than Shwe has maintained a very tight personal 

control over decision making in Myanmar for almost twenty years. In the old system all power was 

concentrated in the hands of Than Shwe, everyone within the administration was scared of him, 

specifically of imparing bad news, and did everything they could to win favor with him. 

Conversely, the people surrounding President Thein Sein paint a picture of him as a modest and a 

approachable head of state, open to advice and new ideas (ICG, March 2011). He is likely to be 

given bad news as well as good and will be more in touch with realities in the country, which will 

lead to more rational decision making.  
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Thein Sein appears confident in his authority to move the country in the direction of reform despite 

the objections of some powerful reactionary figures. Two significant events highlight how Thein 

Sein has consolidated his powerbase in support for reforms.  

One is the departure of Vice President-1 Tin Aung Myint Oo. He was widely regarded as a 

hardliner, with very close ties to the old business elite. He had been an obtacle to the reform process 

personally, and because a number of cabinet ministers, including the finance minister, were aligned 

with him (ICG, July 2012).  

Under the constitution, when a Vice President leaves, the group within the legislature that originally 

nominated him, has the responsibility to choose his replacement. In this case he was nominated by 

the military appointees.  In August 2012, the former commander of the navy, Admiral Nyan Tun, 

was sworn in as the new Vice President-2. He has a reputation of being a political moderate (ICG, 

November, 2012).  

 

The second significant event also took place in the summer of 2012. Following the appointment of 

the new VP, Thein Sein carried out his first major cabinet reshuffle since coming into office. A 

number of ministers and deputy ministers regarded as conservatives or under-performing were 

removed or sidelined. There are now more technocrats in these positions and the country now has 

its first female minister (ICG, November 2012).  

The most significant change was the creation of a de facto “super cabinet” with the appointment of 

four new ministers inside the president office. By creating a “super cabinet” Thein Sein place 

competent, trusted people who are invested in the reform process close to him. This also signals that 

he does not have full confidence in the cabinet members in general. It has been a major challenge 

that he has inherited the cabinet and government bureaucracy from the old regime. The reshuffle 

sends a strong signal that he expects full support from the ministers for his reform agenda.  

 

2.2 A Dynamic Legislature 

The speaker of the lower house, Shwe Mann has helped create an independent legislature. Although 

the reason for building a strong and independent parliament may have a much to do with him trying 

to consolidate the power base he has been given as much as genuine commitment to legislative 

independence. Yet, had a less powerful figure been given the task, the legislature would have easily 

been much more dominated and sideline by the executive.  
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The legislature has successfully amended key pieces of legislature, supporting democratic rights 

and economic reform (ICG, April 2012):  

- A law amending the Political Parties Registration Law, which facilitated the NLD’s 

return to the formal politics.  

- A Law relating to Peaceful Gathering and Peaceful Procession, which puts a degree of 

freedom of assembly.  

- A Labour Organisation Law, which provide the right to strike and to form independent 

trade unions and employer organisations. 

 

Debates in the legislature have in general been remarkably open and dynamic. Although opposition 

parties only have small proportion of the seats in both houses, their motions have often been 

supported by the military bloc and the dominant USDP. Motions introduced by the USDP have 

often been supported by opposition legislators. Under the strong leadership from Shwe Mann, 

legislators have been encouraged to vote on issues as they deem appropiate rather than along party 

lines. On some issues the votes of the military bloc and the USDP have been split, with no party 

discipline imposed.   

 

2.3 New Military Leadership 

Also the leadership of the military has changed. Generals Than Shwe and Maung Aye has retired, 

making way for a new generation of officers. The new Commander-in-Cheif, Min Aung Hlaing, is 

seen as a professional soldier with a clean record. He has moved quickly to stamp his authority on 

the military, reshuffling the top ranks and sacking several senior officers.  

He has been a supporter of the president’s reform agenda. Some suggest that he may have an 

agreement with the president that he will not interfere in political and administrative matters in 

return for autonomy in running the military (ICG, September 2011).  

There are clear evidence of the reform support by the military. The home affairs minister has been 

the most outspoken minister on the question of releasing political prisoners, a proposal also backed 

by the military legislators.  

Aung Min Hlaing is due for mandatory retirement from the mility when he turns 60 year in 2016. 

He is well positioned to be the presidential nominee of the military legislators, since it is he who 
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appoints them. The other two presidential nominee positions following the 2015 election is more 

contested. Much will depend on the outcome of those elections. Thura Shwe Mann would be a 

strong candidate to be the lower house nominee, especially if President Thein Sein decides not to 

take a second term. Provided the president manages to maintain political momentum, it would not 

be in the interest of either the Commander-in-Chief or the lower house speaker to be seen 

undermine vital reforms. 

   

2.4 A Voice to the Opposition 

Since Thein Sein took office he has focussed on political reconciliation. Aung San Suu Kyi has 

been released from house arrest and reentered politics. Already a few months after the 

inaugulration, Thein Sein and the “the lady” issued a joint statement saying that the two sides will 

cooperate in pursuing stability of the State and national development.  

In April 2012 by-elections were held for forty five seats in the national assembly (37 in the lower 

house and six in the upper house). These seats were vacated by USDP legislators who were 

appointed to executive positions, which under the constitution were required to resign their 

legislative seats then.  

The by-elections represent a political watershed. Aung San Suu Kyi and NLD returned to the formal 

political process and secured a landslide victory. Forty three NLD representatives, including Aung 

San Suu Kyi herself, now take up seats in the national legislature. The NLD has become the largest 

opposition party. This does not change the balance of the power, since only a small percentage of 

seats were contested. But it does inject a greater dynamism into political life (ICG, April 2012).  

The result of the by-elections shows the widespread support of Aung San Suu Kyi and NLD. The 

scale of the NLD victory also signal what is expected in the next general election scheduled for 

2015. This threatens the USDP which seems to lose all influence if the elections show the same 

tendencies. In recognition of the enormous challenges that the USDP face in moving away from its 

links with the old regime, acting head of the party, Shwe Mann, told delegates that he would 

reshape it into a more democratic institution as the peoples party (ICG, November 2012). 

The NLD victory also alarms the ethnic paries. They face the prospect of reduced representation in 

2015 and may feel uneasy as they regard the NLD as a party for the Burman elite. 
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Of the 22 parties that won seat in the general election, seventeen were ethnic parties. The second 

largest party, prior to the by-election, in the lower house is the Shan Nationalities Democratic Party, 

and in the upper house it is the Rakhine Nationalities Developement Party.  

Five ethnic parties have formed an alliance, the Nationalities Brotherhood Forum (Shan 

Nationalities Democratic Party, Rakhine Nationalities Development Party, Phalon-Sawaw 

Democratic Party, All Mon Regions Democracy Party and Chin National Party). As well as 

coordinating positions within the legislature, they have put out a number of statements setting forth 

common views on issues of ethnic minority and national importance. This include a statement for 

the release of political prisoners, welcoming the suspension of the Myitsone dam, and calling for a 

government peace-making group with more inclusive membership to address the ethnic armed 

conflits and find political solutions.  

Most ethnic parties understand that future political organisations in Myanmar should be build 

around issues rather than ethnicity, but this early stage of transition that seems distant (ICG, 

November 2012).  

 

2.5 Peace Efforts in Border Areas 

Since Thein Sein took office he has focused on ethnic reconciliation. He has undertaken 

unpresidented deep peace building efforts which have led to a range of ceasefires. However, conflits 

still exist. Two major conflits have cast a shadow over Thein Sein’s reform effort. One is the 

northeast Kachin State where armed conflit between the Kachin Independence Organisation (KIO) 

and the army has erupted. The second one is in Rakhine State where the Royhingua Muslims is 

being killed by other civilians.  

In Thein Sein’s years in office, rapid progress has been made in reaching preliminary ceasefire 

agreements with nearly all the ethnic groups in the country. This has been achieved through two 

groups: one from the legislature (headed by USDP members Aung Thaung and Thein Zaw) and one 

appointed by the president (headed by Aung Min). Ceasefire agreements have been signed with 

eleven armed groups. The only major group which a ceasefire has not yet been agreed is the KIO 

(ICG, April 2012).   

A lasting solution to the problem requires going beyond just stopping the war. Multi-ethnic, multi-

lingual, and multi-religious Myanmar can only achieve genuine national unity and reconciliation by 
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embracing its diversity. There are a positive role for outsiders to play, especially neighbors such as 

China and Thailand.  

The government appears to recognize that further steps will be needed in order to secure lasting 

peace. It is essential that a broader political dialogue get underway in order to begin addressing the 

grievances and aspirations of ethnic communities across the country.  

The government has indicated that it is pursuing a three-step process. The first step is to agree 

ceasefire between each group and the respective region government, which is seen essential for 

building trust and confidence. Next, broader discussions between each group and the national 

government can begin addressing other issues of concern, including socio-economic, cultural and 

political issues.  

The third step, which has not yet commenced is intended to bring together representatives of all 

armed groups and other stakeholders to discuss the shape of a lasting political agreement on ethnic 

issues. This would include issues such as constitutional change to give greater autonomy, provisions 

for greater resource sharing with ethnic communities, and the future intergration/demobilization of 

members of armed groups. The government has expressed openness to constitutional change and to 

allowing armed groups to establish political parties without the requirement that they first disarm 

(ICG, April 2012).  

 

The failure of the government and the KIO to agree a ceasefire has cast a shadow over the other 

peace efforts. Pursuing a political process to address ethnic grievances without the KIO at the table 

would be risky, as it is hard to see a lasting solution without the inclusion of the Kachin.  

One the ground level grievances run deep. The systematic abuse of the Tatmadaw will need to be 

ended as part of any progress on conflict and minority rights. This requires steps not only by the 

executive but also by the military itself. The key is to undermine the sense of impunity felt by 

soldiers in the field. This requires that they are prosecuted and given adequate punishment, and that 

publicity is given to such steps. The constitutional, and de facto independence of the military, 

means that the armed forces themselves have to put in place the necessary measures. Ultimately, 

problems will require that the military is brought under civilian control (ICG, November 2011).  

  

The crisis in Rakhine state is a very different phenomenon. With the recently gained freedom, long 

suppressed anger has emerged. In Rakhine, a nationalist movement against the Rohingya Muslims 

and Non-Rohingya Muslims spurred and hundreds were killed and thousands dislocated. The 
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Rohingya muslims is of a etnicity closer related to the people of Bangladesh, but have been living in 

the border state Rakhine for generations. However, they still lack citizenship. This leads to constant 

discrimination in society.  

This situation is dangerous for a multi-ethnic and multi-religious country that aspires to be a 

democracy after decades of isolation and authoritarian rule.  

 

The borderlands of Myanmar are adjacent to some of the areas of fastest economic growth in the 

world. Stability in the border regions is necessary to develope cross-border infrastructure. As a new 

era for regional connectivity begins, stability is vital for the economic future of the country. Major 

projects in or passing through potentially volatile border areas include (Kudo et al., 2012): 

- Chinese commercial and strategic investment in Myanmar, including twin oil and gas 

pipelines from a new Indian Ocean deep-sea port at Kyaukpyu to Kunming, and a number of 

hydroelectric dams located in areas of Myanmar near the Chineses border.  

- The Dawei Development Project in the south of the country, being implemented by a Thai 

construction company. This multi-billion dollar project includes a major industrial estate 

with a petro-chemical hub, a modern deep-sea port and road and rail links to Thailand.  

- The Kaladan Multi-modal Project, developed by India to improve connectivity between the 

two countries and provide an alternative route to link landlocked northeast India with India’s 

eastern seaboard and the Indian Ocean. The project includes three transport corridors: an 

inland water route along the Kaladan River, a road corridor to northeast India, and a 

searoute from Kolkata to an upgraded deep-sea port at Sittwe in Myanmar.  

 

3. Economy 

3.1 The New Economic Environment 

The new climate of political openness means that there is now greater transparency in decision 

making. Government contracts are being put out to tender, and the Trade Council that used to 

control the allocation of permits has been abolished. Decisions are now more likely to be made by 

technocrats on the basis of merit rather than by generals, and there is the prospect of a more level 

playing field. U Myint, a respected economist who has also been advising Aung San Suu Kyi, was 

appointed to head the economic advisory committee, designed to advice the President.   
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While the intention is clearly to open the economy and shift away from restrictive licenses and 

permits, the necessary reforms to achieve this in practice have not yet been instituted. In the 

meantime, much business activity still requires political approval. Personal connections remain 

indispensible to ensure the timely approval of request and to circumvent the layers of bureaucracy 

in the ministries.  

 

Key early steps include the abolishment of the dual exchange system. In April 2012, the start of 

Myanmar fiscal year, the authorities began a managed float of the kyat, with some technical advice 

from the International Monetary Fond. This involves daily sealed bids from certain domestic banks 

to the Myanmar central bank for specific quantities of foreign currency.  

At the same time the government shifted its accounts to a rate of 800 kyat to the US$, 

approximately the black market rate. The budget for the 2012-2013 fiscal year calculated foreign 

exchange revenues and expenditures at the 800 kyat level. This means that the country’s sizeable 

foreign currency revenue from the sale of natural gas and other resources will be accurately 

reflected in the national accounts for the first time. It also means that state-owned enterprises will 

no longer have access to imports calculated at the six-kyat rate, which encourages huge 

inefficiencies and a lack of transparency over losses, as well as corruption (ICG, July 2012).  

 

3.2 The Military’s Withdrawel from the Economy 

The armed forces have controlled all aspects of governance and policy for the last twenty years. In 

the new environment the military will have a direct role in the defense and security sectors, but not 

the social and economic sectors. Its previous control of economic policy making, specifically 

through Maung Aye’s and Tin Aung Myint Oo’s control of the trade council, combined with its 

virtual stranglehold on key parts of the economy, seriously constrained economic reform. This has 

changed now.  

Commander-in-Chief Min Aung Hlaing and the institution are supportive of the reform process. 

They understand that in order to have a well functioning economy, the old ways of doing business 

must change. This includes the reduction of the military’s control.  

For the first time, budget proposals for the defense ministry and the armed forces were submitted to 

the lower house. Here some legislators questioned the size of the request, which accounted for 

nearly 15% of the total budget. Previously there had been no transparency, much the less any 

scrutiny of military expenditure (ICG, July 2012).  
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The new government felt that given the power of the military conglomerates (MEC and UMEHL) 

and their intimate connection with the military, their status and priviliges were a matter to be 

handled with some delicacy. Nevertheless from the outset there were strong signals that they would 

not be exempt from the moves to create a more level playing field. UMEHL’s monopoly on edible 

oil imports, which it had held since 1999, was ended soon after the current leadership came into 

power. Within weeks the prices had dropped 30%. Its dominance on imports of vehicles was ended 

in October 2011. The result was very visible in Yangon. Before the streets of Yangon was almost 

empty, only being used by military officials. The few taxis that did run were worned down with 

holes in them, and often missing a door. Half a year later traffic was heavy and the worn out cars 

were replaced by new ones.  

At the regional levels the reduced role of the military in the economy is even clearer. In the past, the 

military had a “self reliance” policy for units in the field, which were required to generate their own 

revenue for non-operational expenses. Regional commandors were at the same time vested with 

both administrative and military power. This encouraged informal taxation, selling of concessions 

and income generation projects.  

Since the transfer of power, the military commands have transferred their administrative 

responsibilities to the chief ministers of the regions, many of whom are retired officers, decreasing 

opportunities for profit making by active duty officers. In addition, it is not in the self interest of the 

new commander-in-chief that such self reliance practices continue. In the past huge powers and 

economic resources of the regional military commanders created virtual fiefdoms, where it was not 

always clear how far the writ of the central commander extended. For a new leader trying to 

consolidate power, too much financial autonomy in the regions is a threat. This might be part of the 

reason why, immediately after taking office, he ordered that all self reliance business activties and 

income generating schemes by military units must stop, with only the two military holdings allowed 

to conduct business on behalf of the military (ICG, July 2012).  
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4. International Relations 

4.1 Reengagement with the West 

In Thein Sein inauguraration speech he called for “active participation” in the international 

organizations including the UN, and urged “nations wishing to see democracy flourish” to 

cooperate with the new government. This meant accepting and recognizing Myanmar’s objective 

and ending their various forms of pressure (ICG, September 2011).  

Political reforms, together with the release of political prisoners, most prominently Aung San Suu 

Kyi from house arrest, gathered attention and a steady stream of international visitors came wanting 

to assess the new political environment.  

In September 2011, Thein Sein took a decision to invite the US secretary of state, Hillary Clinton. 

The US responded warmly to the invitation and interaction with the US officials started. Hillary 

Clinton came to Myanmar in the beginning of December 2011. This was the first visit by the US 

Secretary of State for over 50 years. On this occation a letter from US president Barrack Obama 

was delivered to Aung San Suu Kyi, promising eternal support for her role in politics. At the same 

time a message was sent to Thein Sein, which offered to begin a new phase in the countries 

relationship. 

Following the April 2012, by-elections the US government called it an “important step” in 

Myanmar’s “democratic transformation” (ICG, April 2012). The EU also welcomed the fair 

elections and in turn decided to suspend most sanctions against Myanmar. The US also decided to 

ease their sanctions. By the end of 2012, all Western nations had remove or suspended most 

sanctions against Myanmar.  

 

4.2 Enhanced Cooperation with International Organisations 

With the Western sanctions removed, or suspended, the UN and the ADB has reentered Myanmar. 

ADB reengagement with Myanmar offers the potential to complete the before mentioned corridors 

through its inclusion in the forward investment framework of the GMS Program.  

In ASEAN, Myanmar has previously been seen by the group as a source of political problems that 

had to be managed and as a member that damaged the reputation of the whole organization. That 

has changed. Myanmar has been allowed to chair the organisation in 2014.  It has also committed to 

the ASEAN economic integration process that is expected to lead to the establishment of an 

ASEAN Economic Community (AEC) by 2015 (Jha, 2012). 
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4.3 Move Away from Chinese Dependence 

China’s image in Myanmar has been deteriorating. The distribution of benefits from the large 

projects by the Chinese is regarded as unusual and unfair. There is also considerable anger towards 

Chinese companies that import labor rather than hire locally (ICG, September 2010).  

The new governments’s approach to China is illustrated by the cancellation of the Myitsone dam. 

The dam was to be build on the Ayeyarwaddy River in Kachin State. The energy produced would 

be exported to China. The dam received much opposition from the local population. This especially 

had to do with the building of the dam would flood a site of historical and cultural importance to the 

Kachin people and 47 villages would be displaced.  

While it has long been a local problem, it did not become a national issue until after the new 

government took power. In an environment of relaxed media censorship and greater freedom of 

expression, a national movement in opposition to the dam quickly developed. This was the first 

issue in Myanmar in decades on which there was a real national debate. It played out in the non-

government media, which was permitted to carry strident criticism of the project.  

The dam campaign caught the public attention for a number of reasons. The authorities allowed an 

unusually free debate on the issue to take place in public. The Ayeyarwady River has a powerful 

symbolism in Myanmar as the lifeblood of the nation, and its damming was seen by many as 

damagins this natural heritage. It also touched a nationalistic nerve, reinforcing fears of rapacious 

Chinese encroachment into Myanmar.  

In respons to the growing disconcern with the dam, Thein Sein announced the suspension of work 

on the dam, citing public concern as the reason.  

Dispite the move away from Chinese dependence, China remain the most active country in 

Myanmar. But Myanmar is trying to balance the dependence by engagement with other Asian 

nations and with the reengagement with the West.  

China believes that the Obama administrations shift from a “sanction centered” policy to one which 

balances existing sanctions with “pragmatic engagement” is driven primarily by the desire to 

contain Chinese influence in Myanmar and the region. 

 

4.4 Increased cooperation with India  

When Thein Sein came into power, he extended the support to eliminate the Indian insurgents in 

Myanmar. The Myanmar army attacked the rebels head quarters and destroyed several camps. They 
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insurgent groups have disturbed the quest for connectivity between the two countries. And the 

construction of hard infrastructure has been delayed due to of disturbances in the area.   

The upgrading of economic relations between India and Myanmar would give a tremendous boost 

to the development of the region. The planned infrastructure development of road, rail and 

waterways are important steps in that direction. This includes the Kaladan multi-modal transport 

project in the Rakhine State and road project to improve access to a border trade in Chin State.   

India is upgrading the Sittwe Port making 225 km of the Kaladan river from Sittwe to Setpyitpyin 

navigable. It is to be connected to Mizoram by a 62 km road (Jha, 2012).   

 

4.5 Increased cooperation with Thailand 

Thailand has major investment projects scheduled in Myanmar. The largest Thai investment is the 

Dawei Development Project. This project has great strategic importance for Thai companies and the 

region. Shipment of goods through the Dawei Port, located on the Indian Ocean seaboard, would 

cut several days of the existing sea route through the Straits of Mallaca.  

Concerns have been raised about polluting industries be relocated from Thailand to the Dawei site 

and the planned relocation of some 20.000 villagers caused by the project. The Thai developer, 

reportedly alarmed by the protest movement around the Myitsone dam and the decision to suspend 

it, has begun developing a new corporate social responsibility strategy. Bangkok has also begun 

highlighting the importance that it attaches to the project (ICG, November 2011).  

 

5. Sum-Up – Current Decision Making 

The new constitution has divided power across a number of powerbases. The military still exert a 

significant influence but other important powerbases has emerged.  

President Thein Sein is moving ahead quickly, building momentum behind his reform package and 

has been able to force reactionary tendencies aside. The president enjoys support of key 

powerholders, including the commander-in-cheif and the speaker of the lower house.  

The legislative has proved to be dynamic, especially after the by-elections where NLD members 

joined parliament. Issues are being discussed, where no subjects seems off limit. The scrutiny of the 

military expenditure is promising for a future where more money hopefully will be allocated 

towards social development instead of focusing on “national security”.  The abolishment of the 

trade council and the dual exchange system calls for a more level economic playing field. Revenue 



63 

 

from the pipelines will now be reflected on the national budget, and for more than two decades it is 

now possible to import cars.  

 

The decision making is no longer in the hands of a single individual. Multiple actors is involved in 

the process. Furthermore information in the new environment is more likely to represent the reality 

of the country, and a more rational decision making can be expected.  

The introduction of a range of civil rights has enhanced transparency in the decision making 

processes. The population can now voice their concern and the media can inform the public.  

 

The case of the Dawei Project highlights some of these aspects. The developer has delayed the 

project in fear of public protest, as the case of the Myitzone Dam. A CSR report is being carried out 

which include environmental and social impacts. This inclusion of multiple stakeholders is a clear 

sign of a chanced playing field in the country.  

 

Most border regions are peaceful and long term solutions seems to be on the table. This will 

increase the possibility of cross border infrastructure development in these areas.  

The reengagement of ADB and the WB is also encouraging. The strategic location of Myanmar 

makes it an obvious target for investment in cross border infrastructure projects.  Both BIMSTEC 

and GMS has projects where Myanmar is of high significance. With the funding available and 

access to technical assistance, many of the projects can now be realised.  
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Figure 4 - PIE-I Model – Current Decision Making 
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65 

 

V – Future Decision Making  

In this chaptor the future decision making process in transport infrastructure development will be 

analyzed. The experience from other transition countries will be taken into account. The main 

factors influencing the change in the decision making process in transport infrastructure 

development in other countries will be highlighted. This will serve as indications of how these 

dimension might change in Myanmar looking forward.  

The analysis will follow the PIE-I framework, and look at how institutions, politics, the economy 

and international relations respectively influence the infrastructure development process. The 

dimensions are interdependent and overlapping, which makes it hard to seperate the factors from 

each other.  

Finally the findings in other transition countries will be discuss in relation to the specific context of 

the transition in Myanmar. 

 

1. Institutions 

By definition a transition economy experiences a change of economic paradigm. A transition from 

planned economy towards market economy is thus a trait all transition economies have in common. 

However, the extent of economic reforms, the speed and the effectiveness, are different in each 

specific example.   

In regards to transition of the political institutions, the experience differs significantly from country 

to country. The political system can be viewed as a continuum of military influence in society. 

Where the spectrum streches from liberal democracy with full civilian control of the military, to a 

autocracy with complete military control (Siaroff, 2009).  

Traditionally, the political system move in the direction of a liberal democracy, however, this is not 

a linear process, and often the system ends up somewhere in the middle of the spectrum.  

 

The transitions in post-soviet East European countries are special because the political institutions 

changed first, with a subsequent economic transition. However, the experience of these countries 

differs significantly. Too illustrate the differences; examples will be used from Ukraine and Poland.  

 

The transitions experiences in Asia are also very different. In Vietnam, a new economic direction, 

Doi Moi, was undertaken in the mid-80s, but the country is still today governed by a one-party 
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communist system. In South Korea, democracy was embraced early on, but was replaced by 

autoritarian leaders for decades, until the 90s were democracy took root. In most other Asian 

countries, the political system is somewhere in between the two “extreme “cases mentioned above.   

 

Furthermore the informal institutions of the country, plays a major role in the transition. Especially 

in countries where the national identity is strong. The population are more likely to support “tough” 

reforms, if they are in control of the decision making. 

 

A number of factors influence the institutional transition. A key determinant is the starting point of 

the transition country. If we look at Poland vs Ukraine this becomes very apparent. In Poland, the 

economy already had a relative large private sector, making up 25% of its economy. The basic 

principles of market economy, with supply and demand, were already an integrated part of the 

economy. This was not the case in Ukraine, who was very dependent on the central planned 

economic cooperation of the USSR, such as import of raw materials to its heavy factories.  

The relationship to supra-national institutions also has a major importance in the development of the 

country’s institutions. Poland was only a satelite state of the USSR, and had very little influence in 

the decision making in Moscow. On the other hand, Ukriane was an important part of the Soviet 

Union, and had significant influence. Following the collapse of USSR, Ukraine had a difficult time 

changing previous behaviour. Conversely, Poland quickly embraced the new system.  

Other supra-national institution also had major influence. The most western located countries in 

East Europe had a realistic opportunity of being part of the European Union (EU). Poland, quickly 

join the EFTA (European Free Trade Association) with Hungary, Slovakia and Czeck Republic, 

which served as a stepping stone to EU. In order to join the EU, the institutional setup in the 

countries needed to be upgraded to fullfill a number of minimum standards required. This gave 

Poland an extra incentive to change its institutions. Ukraine, with no possibility of enterring EU, did 

not have such extra incentives. Instead they entered into cooperation with Russia and Belarus in the 

Commonwealth of Independent States (CIS).     

 

The institutional transition have a direct effect on the decision making process of infrastructure 

development. In the case of former Soviet members, the transition marked a return not only to 

market driven domestic demand, freed from the distortions of the communist economic system, but 

also to comparative advantage driven foreign demand (Winiecki, 2000). 
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With Soviet political pressure for the maintanance of a close non-market bloc gone and with the 

distorted incentives structure to sell on the undemanding CMEA market gone as well, the stage was 

set for the emergence of new trade patterns. 

These were bound to entail a shift to where the markets were, that is towards the high income 

Western economies, and given the geography of ex-CMEA economies, except Asian post-soviet 

states, particular towards Western Europe.  

It is worth stressing that the emerging “new” trade patterns largely meant a return to the old pre-

communist trade patterns. World market driven demand restored the importance of normal 

determinants of foreign trade: income level differences, locational advantages (geographical, or 

more precise economic distance, taking into account transport costs) differential suppliers of natural 

resources etc (Guerrieri, 1998).   

The institutional change also have an effect on the political environment, the international relations 

and the economy, which all can influence the decision making process of infrastructure 

development.  

 

2. Politics 

The politics of the countries in transition should reflect the changed institutional circumstances. 

However, given the different political systems in the respective countries, the decision making 

process differs. But since all countries have embraced market economy, many features remain the 

same.  

In the following the politics in Vietnam, South Korea and Malysia will be analyzed.  

2.1 Export-oriented strategy and infrastructure focus 

The three countries all focused on a export-oriented strategy. In the new liberalized environment 

trade reflected comparative advantages on a global scale instead of central planned dictated 

transactions.  

The transport sector in South Korea and Malaysia in the 60s, and in Vietnam in the 80s, was faced 

with two challenges. First, most of the transport network was destroyed in wars, which needed to be 

repaired. Second, the sector needed to meet the needs of a changing and fast growing economy. 

Which involved a new commodity composition and new trading partners.  

 



68 

 

The importance of transportation development was emphasised in Vietnam on the Sixth National 

Congress in 1986 and confirmed at central committee’s second plenum in 1987. Investment in 

infrastructure was 9-10% of GDP for the next decades. The road network was doubled from 1990 to 

2010. Among other, the National Highway No. 1, connecting the two major cities, Hanoi and Ho 

Chin Minh City, was upgraded. The National Highway No. 5, connecting Hanoi with the port city 

of Hai Phong was also improved.  

Vietnam was late to enter the container trade. But when established the growth was rapid and 

substantial. From 2000 to 2010 the container trade grew 36% p.a. to a 2010 level of 6 mio. TEU. 

The ports was not suited to facilitate direct trade with far away nations. All transport to America 

and Europe needed transhipment in Singapore, Shanghai or another major port. This increased 

transport costs, and thus decreased the country’s competitiveness (WB, 2010).  

But in 2012, a new deep seaport was developed in the southern part of Vietnam – Cai Mep 

International Terminal. The southern province accounts for almost two-thirds of foreign trade in the 

country. The road connecting Ho Chi Minh City, and its industrial zone, with the port is National 

Highway No. 51. The road is overly congested, and trucks can only make one round trip per day. 

However, works to expand the highway is in progress which should enable trucks to complete two 

trips per day. Dispite the significant development of infrastructure, the poor infrastructure in 

Vietnam is still viewed as an obstacle to trade by investors.  

 

In South Korea, transport development was included in its National 5-year development plans. The 

second plan (1967-71) focused on investment in roads and railway to connect the two largest 

economic centers of the country, the capital Seoul and the largest port city Busan. The third plan 

(1972-76) focused on the development of airports, highways and railways. The same year, the first 

comprehensive plan for transport development was also issued. This included the development of 

industrial estates, and the development of a deep-sea port (Bo, 2002).  

South Korea has experienced an expansion of trade in their ports. The container through put 

doubled from 2000 (9,1 mio. TEU) to 2010 (18,5 mio. TEU). The development of a large 

transhipment business at the major port of Busan has contributed significantly to this growth. In the 

past few years the port of Gwangyang has also made a substantial contribution. As of 2010 the trade 

in the port amounted to 1,9 mio. TEU. 

South Korea has also developed dry ports to enhance logistics. The national intermodal 

transportation network plan (2000-2009) established five large-scale container depots. The ports are 
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primarily used to distribute trade between two major ports and the economic centers. They are 

connected by rail and highways to the seaports.  

 

In Malaysia, infrastructure was also included in its 5-year development plans. In the plans 

infrastructure development received the highest priority, and was the public sector largest 

development expenditure. The Malaysian economy was also tied to the performance of exports in 

international markets. Massive investments for the development of infrastructure facilities were 

clearly required not only to cope with the demands of a rapidly expanding economy but also to 

ensure that the country’s competitiveness in global markets was not compromised for lack of good 

quality infrastructure. The transport sector was the biggest recipient of infrastructure investment. 

Especially road contruction was carried out. The network grew six fold from 1966-2005, including 

the building a 869 km multilane dual carrige road from the Thai-border in the north of the 

Peninsular Malaysia, to the southern Singapore-border (Naidu, 2008). 

Malaysia has historically been in international trade, being located on the Strait of Mallaca, which 

has been a trade center for centuries. Malaysia has a long history of container trade, still the ports of 

Malaysia has expanded significantly during the last of decades. The through put quadruple from 

2000 (4,6 mio. TEU) to 2010, (16,8 mio. TEU).  

 

2.2 International funding of transport development 

The development of infrastructure in Vietnam has been supported by funding from international 

organisations and overseas countries. It is estimated that around one-third of all financing of 

infrastructure came from ODA. This gives a problem looking forward, since the procentual share of 

ODA is expected to decrease in the coming years.  

Vietnam has been slow in attracting private sector involvement in infrastructure development. This 

could be a way Vietnam could solve the lack of funding looking forward.   

In the years after WWII much of the development in the South Korea was based on economic 

support from the USA and Japan. As bottlenecks to the infrastructure started to occur in the late 

90s, South Korea began promotion of private sector involvement in infrastructure development.   

Malaysia also supported private sector investments in infrastructure in the 90s. As example, the 

expansion of ports was mainly financed by private sector investors. 
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The ADB has been very influential in the development of transport infrastructure through out SEA. 

The EU has been influential in the development in CEE. Both institutions has been especially 

important in relation to funding of projects.  

 

3. Economy 

The economy of the country influences the infrastructure significantly. The commodity structure of 

the export and import products influence the type of infrastructure needed. Also the destination of 

export goods and place of origin from import goods influence the infrastructure needs.  

 

The export response to Vietnam’s liberalisation reforms initiated was swift and remarkable. The 

export orientation, measured by export/GDP, grew from 5 % in 1985 to 41,8% in 2000, and further 

on to 86,6 % in 2006.  The value of non-oil exports grew 18, 7% p.a from 1990-2006. A substantial 

increase, even though the small starting base makes the procentural increase seem very large. The 

export commodity composition went from primary (Agricultural) to manufactored products. The 

manufactoring sectors were heavily concentrated on traditional labor-intensive manufacturing 

(apparal, furniture, footwear) in the late 90s and start 00s. This reflected the comparative advantage 

of cheap labor in Vietnam (Athukorala, 2009).  

Traditionally manufacturing goods are cheaper to transport than agricultural goods. Partly due to the 

detoriation of non-durable goods which makes it more time sensitive. However, world development 

of food-processing made long-haul transport of traditional non-durable goods possible. This meant 

other transport modes should be developed, such as container ports.     

FDI promotion was also a part of Vietnam’s economic strategy. The FDI also transformed from 

being market-oriented production into being export-orientated production. Until the late 90s FDI 

was primarily in garment, footwear and furniture. From 2000 FDI increasingly became involved in 

aseembly activities of electronics. The shift represents changes in the climate in the domestic 

investment climate, improvement of legal and the institutional framework.  

 

The economy of Ukraine changed drasticly with the collapse of the Soviet Union. Previously the 

country relied on import of raw materials from its soviet partners for manufacturing at large 

factories. Ukraine had major factories, such as steel production, oil processing, coal mining and 

other chemical industries.  
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After the collaps of Soviet, Ukraine was left with manufacturing plants but no source of raw 

materials and energy. The major transportation and economic links collapsed. The transport 

infrastructure was created to serve the economic structure of the Soviet Union. The railway network 

was very extensive accounting for most transport. The railways supplied raw materials to the 

factories in Ukraine. The railway network still account for 80% of freight transport today. Also, 

major pipelines runs through the country, providing energy from Russia to European Markets. 

The large manufacturing factories were a large part of the economy and employed a substantial part 

of the population. The leaders of the factories were well connected with the government. The 

factories had a position of being “too big to fail”. Their strong influence on decision making kept 

the government away from making policies which could transform the industry. Furthermore, the 

country failed to take advantage of its comparative advantages, such as valuable natural resources 

and a large and well-educated work force. Instead, they kept an inefficient heavily subsidized heavy 

manufacturing industry. An example is that Ukraine is one of the countries in the world with most 

fertile land. However, no privatization of land ownership was introduced which could embrace the 

huge agricultural potential (Androshchuk, 2006).  

On the other hand, Poland increased it manufacturing products, in labor intensive industries. They 

were able to attract FDI, and went throug an industrial restructuring process which specialized their 

economy in relation to its comparable advantages.  

 

4. International Relations 

International relations are very important for foreign trade. The geographical location is also very 

important. The relationship to neighboring countries is of major importance. The closest neighbors 

are traditional major trading partners. However, history of conflict between neighboring countries 

can sometime be a barrier to trade. Most prominent is the example of South and North Korea.   

The case of Poland vs Ukraine illustrates the importance of international relations. One thing is the 

relationship to EU following the fall of USSR which heavily influenced the development of 

institutions. But the location in itself also influenced trade and infrastructure directly.   

In Poland the transport network to facilitate such trade was more easily accessible. Poland’s 

location next to East Germany provided lucrative opportunities for west-bound trade. Germany was 

reunited in 1990 and embarked on the “Germany Unity Transport Project” in 1991. The project 

aimed to upgrade infrastructure in East Germany and update links to West Germany. For Poland 
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located next to West Germany this provided a furtunate situation (Musial, 2005). Links between the 

former GDR and Poland already existed because they both had been part of the soviet trading 

system. With the link between East and West Germany, Poland gained access to the markets in 

Western Europe. The growth in Poland was driven by exports, especially export to the EU which 

rapidly rose to more than three quarters of exports (Androshchuk, 2006). 

The re-orientation from Soviet to Western economies, that one generaly observes in european 

transition countries is also clearly revealed by the shifting trade patterns in Ukraine. Both export 

and import are redirected from CIS to the EU and the rest of the world. They shift came with a little 

time delay compared to more western located transition countries but the picture is the same.  

 

Vietnam also experienced a shift of trading partners. Pre-liberalisation Vietnam was heavily 

dependent on the soviet bloc. The first years following the liberalization trade shifted towards 

regional neigbors. With the exception of China where trade was limited due to political tension, 

especially during the brief Sino-Vietnamese Border War between China and Vietnam in the late 70s 

and Vietnam’s occupation of Cambodia during the 80s. Instead Vietnam focused on cooperation 

with ASEAN members, which they became a member of in 1995. Later on, especially after USA 

ended their trade embargo and a trade agreement was establised, overseas markets, such as USA 

and Europe became important as well.   

 

Another country were the geographical location is of major importance is the case of Lao PDR. It is 

located in the heart of the Indochina peninsula. Since gaining independence in 1975, Lao PDR has 

emphasized the development of transport infrastructure, especially road development. After 1992 

and 1997 the country has cooperated in the GMS and ASEAN. Being land-locked, the government 

has undertaking a so called “land-linked” strategy by developing a domestic road network and links 

to neighboring countries, which then can facilitate trade with far away nations through its ports 

(Oraboune, 2006) 

Road transport account for more than 85 % of freight in the country and is the most important 

transport method in the country. The ministry of Communication, Transportation, Post and 

Construction (MCTPC) has carried out the construction of the road system. In 2005, the road 

network had expanded to be double of its size in 1995, and tripple the size of 1985.  
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Through the country’s participation in GMS it has receive ADB assisted loans and been involved in 

RETA Projects. The country was also the recipient of multi-country ADB loans for the GMS, 

among other the East-West Economic Corridor.  

 

In Central Eastern Europe the focus was on soft infrastructure, such as market orientation, export 

orientation and development of institutions and trade agreements. Especially through the creation of 

the single market in EU.  In southeast asia, the GMS has focused on “hard” infrastructure, but lack 

“soft” infrastructure (Guerrieri, 1998). 

In GMS, the Cross Border Transport Agreement (CBTA) should break down non-physical barriers. 

However, major challenge remains in the full implementation of the CBTA initiatives. These 

challenges include the ratification of the CBTA annexes, the difficulty of establishing efficient 

border management systems due to resource constraints, the problem of streamlining and 

harmonizing border control documents due to conflicting issues and differences between legal and 

regulatory framework of the respective member countries, the lack of understanding of the 

agreement by local officials and also lack of available information for the private sector  

Conflicting interest among actors at the national level have made the process difficult. The 

perception by local officials that the donors to the projects are the biggest winners has further 

problemized the situation. In certain groups it is believe that Japan will benefit most from the east-

west corridor that will link the South Chinese Sea to the Andaman Sea. 

The ASEAN Economic Community is an initiative which tries to break down some of the non-

physical barriers to trade. It will be interesting how well the AEC will function.  

 

5. Sum-up of experience in other countries 

The analysis of the institutional transition experiences show that the processes differs significantly. 

The transition process can last for long periods and is most likely not a liniar process. Especially the 

transitions of the political institutions have different outcomes. Traditionally the political transition 

observed shows a move away from autocracy towards democracy.  

The economic institutional changes have various implications on the country’s infrastructure. In an 

environment were foreign trade becomes determinant by comparative advantages, the commodity 

composition and the trading partners of a country are likely to change. To facilitate trade in the new 

environment transport infrastructure development need to be adjusted to the new circumstances. 
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The informal national movements of wanting to be in control of decision making in their own 

country, seen especially in Poland, can be a strong driver of institutional change.   

 

Dispite the different political systems the export oriented strategy has been followed in all the 

countries. This show that economic transition in itself will have an important impact on 

infrastructure development. The political transition is in many aspects most important in relation to 

foreign relations.  

The export-orientated strategy imply that infrastructure development should be suited to enhance 

cross-border trade. The general strategy has been to connect the main commercial center and 

connect those centers to cross border transport models. In Vietnam, Malaysia and South Korea this 

have primarily been achieved through port development. In landlocked Lao PDR is was done by 

connecting its Highways with neighboring countries.  

 

In the new environment where foreign trade is determinant on comparable advantages, the 

commodition composition is bound to change. This specilization process changes the industries in 

the country. In Poland, South Korea and Vietnam they created an institutional environment to 

support this. In Ukraine special interest groups made the transition slow. The change of 

commodities can change the infrastructure needs of a country.  

 

A change of trade patterns is common for transition countries. For all previous soviet countries, 

trade shifted away from the soviet markets towards the western markets. The case of Vietnam, show 

that “bad” relations to othervise natural trade partners can be a barrier to trade. Such is the case of 

the Vietnam-Chinese relations in the 80s. Furthermore is the relationship between USA and 

Vietnam, were trade was stopped due to an American trade embargo. Later the relationship was turn 

upside down with the bilateral trade agreement between the countries. 

 

International relations is very important in the financing of infrastructure. The development in all 

transition countries have all in the early years been supported by ODA. Sometimes it is on a 

bilateral basis but it also take place on multilateral basis, through regional cooperations and 

international organisations.  

To promote trade, Europe has focussed on the reduction of non-physical barriers. In Southeast Asia, 

the GMS development has primarily been hard infrastructure.   
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6. How does this influence Myanmar 

Myanmar’s political transition does not bring a complete democracy in the short term, but the 

political system will be comparable to other Southeast Asian nations. The economic transition 

means that foreign trade will become dependent opon comparative advantages.  

Myanmar has a strong base for export-oriented growth. It is located close to large export markets: 

China, India, and the countries of ASEAN. Particularly in areas where it has competitive advantage, 

such as natural gas, agricultural products, textiles and minerals. The market potential for 

Myanmar’s products in these countries remains large. Also there are still significant opportunities 

for Myanmar to increase production and export levels in its natural resources sector (WB, 2012).  

 

Polands distancing from Russian influence can be seen as a parallel to Myanmar’s distancing from 

Chinese. China remain a important trading partner, but increased cooperation with ASEAN and 

BIMSTEC members, and the West, balance the barganing power in their relationship.  

 

As with the case of Poland’s relationship to EU and its economic cooperation, Myanmar has 

ASEAN and the Economic Community. The depths of the cooperation of the two organisations are 

very different. However, Myanmar is bound to enter the AEC by 2015. The degree of integration of 

the market is still subject to questions. But this will most likely be an extra incentive for 

institutional change, especially of the economic institutions.  

 

In Myanmar, the main commercial centers are already connected by road, river and railway. 

However, Myanmar need to expand their port capacity. Historically Yangon Port has been of major 

importance but, other ports could become important as well. The Port of Sittwe could become a 

important port for exports to India and Bangladesh, as during the British Colonial times. Both 

countries are potential markets for exports of agricultural products, especially pulses and rice. India 

has already showed interest in the area with the engagement in the Kaladan Multi Modal Projects.  
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Finally, with the lifting of the sanctions on Myanmar, and developing partners reengaging, the 

country will start enjoying favorable market access opportunities in OECD countries as well, and 

will have expanded opportunities for inflows of portfolio and direct investment. Similarly, the 

country will also be able to benefit from financial and technical support from developing partners 

(WB, 2012).  

Myanmar’s location makes the country a target of transport investment to increase connectivity 

between South Asia and Southeast Asia and China. With the sanctions removed, ADB and the UN 

will be important organizations in funding of infrastructure projects. With the western sanctions 

removed from Myanmar, the country might discover new markets, which might serve as a 

foundation of development of infrastructure, such as deep seaports.  

 

6.1 Future Scenaria 

It is hard to imagine any set-backs of the political institutional development in the short term. The 

main threat to the development is the unexpected death of some of the high profile reform 

promoters, such as President Thein Sein or Aung San Suu Kyi.  

The return of the former leader Than Shwe is very unlikely. He was the one who designed the new 

system, supposely to avoid presecution by division of power across a range of power bases to avoid 

one strong man to enter the scene.  

The possibility of a major set-back in the short term is estimated to be very unlikely less than 5 %.  

 

Othervise the major threat of a set-back comes in the medium term with the general elections 

scheduled for 2015. If the result of the by-elections in 2012 is repeated in 2015, NLD is set to win a 

major victory. The military will still hold 25 % of the constitutional guranteed seats, and will be 

able to block constitutional changes. But most decisions will be in the hands of NLD leaders 

through simple majority decisions. It is not possible to know how the military will react to this. The 

possibility of major set-backs in the medium term is not likely, estimated to be around 25 %. Even 

if some irregularities is detected during the 2015 election, it is not certain that the international 

community will react with reinforced sanctions. Many Western countries have already invested a lot 

in the country. Furthermore, even though Myanmar return to some kind of military control, it would 

not be impossible for the US and EU to cooperated with them.  
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As long as there are no major set-backs, the Western world are not likely to reintroduce sanctions. 

The development in Myanmar will thus be supported by international organisations. With the 

upcoming introduction of the AEC, ASEAN members would prefer the continued institutional 

development as well.  

It is most likely that the proces will futher improve the situation in Myanmar. It is a virtuous circle, 

a self-enhancing positive circle. The improved institutional institutions will improve the political 

environment which will improve the economy and the foreign relations, which will further improve 

the institutions.   
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Figure 5 - PIE-I Model – Future Decision Making 

 

 
 

 

 

 

 

 

Politics 

 Export-oriented strategy 

Large export markets in the region makes 

an export-oriented strategy a very 

attractive opportunity for Myanmar 

 

 Focus on infrastructure 

The shift in domestic demand and foreign 

demand change the infrastructure needs, 

and the export-orientation call for more 

cross-border transport projects 

 

 

 

 

International Relations 

 Strategic Location 

Connecting South Asia with Southeast 

Asia and China 

 

 ASEAN Economic Community 

The AEC come into effect in 2015, 

which will increase connectivity within 

ASEAN 

 

 Asian Development Bank 

ADB will play a major role for funding 

projects through the GMS and BIMSTEC 

cooperations 

Economy 

 Change of Trade Patterns 

The changed economic paradigm and the 

improved international relations will 

change the export and import partners of 

the country 

 

 Specialization according to 

comparative advantages 

The commodity composition of the 

country will most likely change 

acccroding to the comparative 

advantages.  

In Myanmar (Natural Gas, agriculture 

products (pulses and rice), textiles and 

minerals) 

 

 

Institutions 

 Political 

Political System not complete 

democracy, however on level with other 

Asian nations 

 

 Economic 

The introduction of market economy will 

make the domestic demand more 

responsive to market demand, and 

foreign demand will be dependent on 

comparable advantages 
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VI - Conclusion 

 

Table 3 – PIE-I – Myanmar Decision Making  

Prior Current Future 

Institutions   

- Political  

Military Regime 

 

 

 

 

-Economic 

Military Control  

 

 

 

-Informal  

Buddhism, ceasefire agreements 

without further dialogue 

-Political 

Democracy, Constitutional 

Division of Power 

(President, Military, 

Parliament and Parties) 

 

-Economic 

More Level Playing Field 

(Abolishment of Trade 

Council) 

 

- Informal 

Diverse Dialogue with 

different minorities with 

potential for lasting peace 

- Political  

Political System is not a complete 

democracy, however on level with 

other Asian nations 

 

 

- Economic 

The introduction of market 

economy will make the domestic 

demand more responsive to 

market demand, and foreign 

demand will be dependent on 

comparable advantages 

 

 

 

 

 

 

Politics 

  

One decision maker 

- Than Shwe de facto dictator, as 

Senior General and C-in-C 

 

 

 

 

 

Detached from reality 

- No bad news, “yes-sayers”, 

focus on loyalty 

 

 

 

 

No Opposition  

- Media censorship, and 

suppression of all opponent 

views categorized as a threat to 

national security 

Multiple decision makers 

- Reform-minded 

President 

- Dynamic 

Parliament 

- Reduced Military 

Influence 

 

Real information 

- Flow of all news, more 

focus on technocrats 

 

 

 

 

A Voice to the Opposition 

- Relaxed censorship, no 

topic off limit in 

discussion, more focus on 

social development 

Export-oriented strategy 

- Large export markets in the 

region makes an export-oriented 

strategy a very attractive 

opportunity for Myanmar 

 

 

 

Focus on infrastructure 

-The shift in domestic demand 

and foreign demand change the 

infrastructure needs, and the 

export-orientation call for more 

cross-border transport projects 
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Economy  
- Military Control 

Holding Companies and National  

Trade Council 

 

 

 

 

 

- Distorted Economy 

Dual exchange rate system 

- Military Withdrawal 

Stop self-reliance policy 

by military 

Stop dominance of holding 

corporations  

Abolishement of Trade 

Council  

 

- More level playing field 

Abolishment of dual 

exchange rate system 

- Change of Trade Patterns 

The changed economic paradigm 

and the improved international 

relations will change the export 

and import partners of the country 

 

- Specialization according to 

comparative advantages 

The commodity composition of 

the country will most likely 

change acccroding to the 

comparative advantages.  

In Myanmar (Natural Gas, 

agriculture products (pulses and 

rice), textiles and minerals) 

 

 

 

 

 

International Relations 

  

-Sanction from West 

Limited funding and limited 

engagement of companies 

 

 

 

 

- Dependence on China 

China very influential in 

Myanmese politics, economy and 

international relations 

 

- Limits to the Cooperation with 

Regional Neighbors 

Cooperation in GMS, 

BIMSTEC, ASEAN, however 

due to sanctions, funding of 

projects not possible. Funding 

only occur on bilateral basis with 

Thailand, India and China  

 

- Suspension of Sanctions 

Funding available from 

International Organizations 

such as ADB and WB. 

New Markets possible 

New FDI opportunities 

 

- Move Away from 

Chineses dependence 

Stronger Bargaining Power  

 

 

- Increased Cooperation 

with regional groups 

Myanmar to Chair the 

Committee of ASEAN and 

Funding for GMS Corridor 

Projects and BIMSTEC 

will be available through 

ADB and WB 

- Strategic Location 

Connecting South Asia with 

Southeast Asia and China 

 

 

 

 

- ASEAN Economic Community 

The AEC come into effect in 

2015, which will increase 

connectivity within ASEAN 

 

- Asian Development Bank 

ADB will play a major role for 

funding projects through the GMS 

and BIMSTEC cooperations 
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The transition in Myanmar has change the decision making process of transport infrastructure 

development. The four factors analyzed have all been affected by the transition.  

 

The political transition has ended decades of control by the Burmese military, the Tatmadaw. 

According to the National Constitution, power is now divided across a number of powerbases. The 

military has a reduced role in politics. They still have a guranteed ¼ of the seats in parliament, 

enough to block constitutional changes, and can appoint one of the presidential candidates. But the 

military is transforming its own institution, trying to reinvent itself as a professional army, taken a 

less active role in the economy and in politics.  

The military’s control of the economic institutions has been relaxed. The previously powerful 

National Trade Council, led by Senior General Than Shwe’s right hand, Maung Aye, has been 

abolished. This has created a more level playing field without the complex system of permits and 

licenses. The dual exchange rate system has also been abolished. The initiatives in the economy has 

enhanced transparency and removed a number of rent-seeking opportunities. The introduction of 

market economy has changed the nature of demand. Domestic demand is now responsive to market 

demand, and foreign demand now depend opon comparative advantages.   

 

Senior General Than Shwe was before de facto dictator and in control of all decision making. This 

has changed. Even though President Thein Sein has a powerful role in the new system, other 

institutions balance his power. The parliament, or the legislative, functions as a check and balance 

to the executive, the President and his government. The political parties can gain influence with 

election to parliament and by appointment of two of the Presidential candidates. Following the by-

election in 2012, the NLD has become the largest opposition party in parliament. Before all 

opposition was suppressed with harsh crackdown in the name of “national security”. Now, no topics 

is off-limit in parliament. Even the military spending was subject to scrutiny, when the National 

Budget was debated in parliament. Furthermore the miltary limits the presidential power by having 

effective control over the powerful National Defense Council.  

 

President Thein Sein, former top military official, has proved reform-friendly, and is the front 

runner for an unpresedented reform agenda. Unlike former leader, Than Shwe, the president is more 

aware of the real situation of the country. The flow of information is more accurate which will most 
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likely lead to more rational decision making. Media censorship has been relaxed and talks about 

“national security” has been replaced by talks of social development.  

 

The new process is seen by the different conduct in new projects compared to older ones. Looking 

at the development of the highway from Yangon to Nay Pyi Daw, compared to the developement of 

the Dawei deep-sea project, a number of factors have changed. In the Highway Project only a very 

limited group of stakeholders was taking into consideration, the general public did not benefit and 

did not get to voice their concerns about the development. This created a very non-inclusive project.  

The new project in Dawei, have undertaken a CSR report which voice a number of concerns by a 

range of different stakeholders. The cancelation of the Myitzone Dam has shown the power of the 

public in this new environment with freedom of press and the right to assembly. Suddenly the 

project become much more inclusive.  

 

The ceasefire agreements in the ethnic populated border regions has been reached in all states but 

one (Kachin State). Furthermore the government has developed a deeper framework for cooperation 

with the ethnic groups. There is a understanding that the former ceasefire agreements did not 

produce a satisfying result. Lasting peace efforts include integration of ethnic groups into the 

political system, sublemented with substantial social development in the regions.  

  

The experience from other transition countries in the region all show a export-oriented growth 

strategy. Myanmar’s location next to large export markets, and with competitive advantages in 

natural gas, agriculture, textiles and minerals, provides an opportunity to succesfully follow the 

same strategy.  

But, the necessary transport infrastructure is needed. Lasting peace in the border regions is 

necessary for completion of such cross-border transport projects. The cross-border roads need to be 

enhanced in order to be able to facilitate the growing volume of trade. The development of cross-

border railroad infrastructure seem to be a possible option for increased connectivity in the region.  

However, the development of the ports is most likely where the most significant improvement is 

needed. Yangon has traditionally been the largest port of Myanmar, and will most likely continue to 

be as Yangon continue to be the commercial center of the country. However, the port need to be 

expanded as country focus on a export-oriented strategy. Other ports which will have major 

significance is the Sittwe Port and the Dawei Deep-Sea Port. Both are projects which depends 



83 

 

heavily on the involvement of neighboring countries (India and Thailand), and require development 

of other transport modals, such as rail and road, before the ports will be integrated to the transport 

network.  

 

The role of the military in the economy has been reduced. Not only with the abolishment of the 

National Trade Council. The new Commandor-in-Chief has put a stop to the former self-reliance 

policy of the military. Even the two powerful military holding corporations, MEC and UMELH, 

now has reduced influence. The corporations was before protected by special licenses and permits 

through ties to top decision makers, but now they are responsive to market demand as well. For 

example, their monopoly of car import have been liberalized along with other liberal and market 

friendly initiatives. All designed to created a more level playing field.  

 

The removal, suspension or easing, of the Western imposed sanctions has three implications. First o 

Myanmar will be able to recieve funding from international organizations, most significantly the 

Asian Development Bank. The regional cooperation groups in the transport sector, GMS and 

BIMSTEC, has identified and outlined a number of transport routes, but the projects have not been 

carried out due to limited funding. These projects will now have a chance to be developed with 

funding from the ADB.  

Second, Myanmar can now attract FDI from Western companies. As with the case of FDI in 

Vietnam, these can be suited to enhance the export-oriented strategy.  

Finally, the markets in the Western world is now available for companies in Myanmar. During the 

British rule, rice export to European markets was a large part of the economy. In the medium term 

Myanmar can become a exporter of light manufacturing products, such as textiles, in addition to 

agricultural products and natural resources.  

 

With the growing involvement with the West, China will become relatively less important in 

Myanmar’s international relations. China will remain dominant in Myanmar, but with other 

countries engaging, Myanmar will gain a stronger bargaining power vis a vis China. Myanmar’s 

other regional neighbors will also increase cooperation with the country. In 2015 ASEAN 

Economic Community will be introduced which will enhance connectivity within ASEAN 

significantly.  
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With the introduction of market economy, foreign demand will be determinant upon competitive 

advantages. The country will go through a specilization process according to comparative 

advantages. This will change the trade patterns of the country. This again require cross-border 

infrastructure to support the new trading routes.  
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