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Introduction

First of all, in Burma, the government and the military are the same. Burma has been under military rule for more than four decades. Successive military regimes are not only deeply involved in business, but also monopolize the country's economy, in order to cover defense expenditures, provide for the welfare of military families, and sustain military rule. Cronyism and rent seeking have been institutionalized. The defense budget has been always much larger than other sectors, and it has increased significantly under the current regime. This paper will discuss the business practices under the junta. It examines how such practices support the current military elite in maintaining their power in the face of growing public desire for democratic change. The paper also discusses the junta's policy towards both active and retired soldiers and its involvement in state enterprises. It also explains the relationship between military businesses and illegal businesses run by non-state actors.

The Political Context and the Military's Changing Role

          Burma is one of the largest countries in South East Asia with an area of 260,000 sq-miles and a population of 49 million people. It is a multi-ethnic country. Overall, ethnic Burmans represent the majority of the population but at least a third of the population consists of ethnic minorities.  In addition, ethnic minority states cover half of Burma’s territory. The main ethnic groups are Arakanese, Chin, Kachin, Karen, Karenni, Mon and Shan. However, over 100 dialects and languages are spoken in Burma.
 80% of population is Buddhist and 20 % follow other religions – Christianity, Islam, Hinduism and animism. 
The nature of civil-military relations in Burma has been considerably influenced by the country’s protracted civil war and the military’s crackdown against the nation-wide pro-democracy movement in 1988.  Burma has been engaged in civil war virtually since its independence from the British in 1948. British policies of divide and rule and an even longer history of conquest of each others' territories led to ethnic tensions that were not easy to reconcile. Unfortunately, charismatic independence leader Gen. Aung San
 was assassinated in 1947, and the democratically-elected civilian leader, U Nu
, could not solve ethnic and ideological tensions. The communist insurgency and ethnic armed insurrection broke out in the late 1940s. Different ethnic nationalist organizations took up arms to fight for ethnic rights and autonomy. The civil war has continued in some areas of the country until today.  Historian Martin Smith estimated 10,000 deaths a year nation wide from the war over the last five decades.
 In 1953-54, a number of Kuomintang (Chinese Nationalist) troops fled from Yunnan into Burma, without the permission of the Burmese government. This was another threat to Burma's sovereignty.  In fact, at the time of independence, the Burma Army was divided (ethnically and ideologically) and weak. However, the civil war allowed the military to expand its role into non-military areas (politics and the economy) and it enjoyed an increasingly large share of the state budget.

The Burma National Army, founded in 1945, combined Burman nationalists who had been trained by the Japanese and ethnic minorities who had been trained by the British.  Burman nationalists, who were frustrated that their peaceful protests against colonial rule were not working, went to Japan for military training and formed the Burma Independence Army (BIA) in 1941.  Together with Japanese troops, they drove the British out of Burma.  In 1944, the BIA was renamed the Burma Defense Army and served along with a Burmese administration under Japanese control.  When the Japanese failed to keep their promise to grant real independence to Burma, the Burma Defense Army secretly linked up with the British to fight against the Japanese.  Meanwhile, groups of ethnic minority soldiers who had been part of the Colonial Defense Force remained loyal to the British throughout the war.  They had originally been recruited in order to put down Burman revolts against British colonial rule.
  At independence, the Burma National Army was comprised of four Burman battalions, two Karen battalions, two Kachin battalions and two Chin battalions.  Unity was difficult to achieve because of their different backgrounds and mutual suspicions.

The post-independence Burma Army was in many ways shaped by the experience of the Burman nationalist fighters under the fascist Japanese.  The Burma Army  promoted Burmese nationalism in its military curriculums and songs.  Emphasizing its role in the independence struggle and downplaying the role of non-military actors, the military perceived itself as the liberating force of the people and the defender of the country's sovereignty. 

Because of the ethnic tensions within the Burma Army, when the civil war started shortly after independence, many troops mutinied.  4000 Karen army personnel deserted with their arms, and the 1st Kachin Battalion joined Karen rebellion.  At the same time, with the Communist Party's decision to go underground, thousands of Communist sympathizers in the army also deserted.
 The elected civilian government could barely control the capital by early 1949 and only six out of 11 battalions remained with the government. 

          However, the Burma Army managed to defend the capital and over the next few years, it embarked on a rapid expansion.  The Indian government provided military equipment and financial assistance to U Nu's democratic government during the late 1940s and early 1950s in order to save the central government from collapsing.
 By the mid 1950s, the internal insurgency was under control in the central plains. By the late 1950s, the Burma Army had grown to 85,000 troops organized into 50 battalions. By this point, the military perceived itself as the heroic defender of territorial integrity and the protector of the people from ethnic and communist rebels as well as foreign intrusion.  In fact, the military had played a major role in both internal and external security from the very beginning.  Some military leaders, feeling that only the military could manage the country's problems, started looking for a greater role for the military in politics.  

          Throughout the 1950s, the Burma Army's power grew, and 10 years after independence, in 1958, the military staged a bloodless coup, which was disguised as a temporary transfer of power by the civilian government.  The ruling party had split into two factions, and prime minister U Nu felt he had no choice but to accept the military takeover and try to make the best of it.  The military-led caretaker government held power for two years and then allowed new elections to be held, in which the military supported the "Stable" faction of the Anti-Fascist People's Freedom League (AFPFL). However, U Nu's "Clean" faction of the AFPFL again won the elections. The regime transferred power to U Nu, however, the civilian politicians continued to be more focused on fighting each other than on solving the country's problems.  This led to frustration among the general population, and when General Ne Win staged another coup in 1962, there was initially little resistance from the public. At the time, ethnic leaders and U Nu were participating in a government-sponsored Federal Seminar with the aim of resolving differences over the degree of power given to state governments.
 The military claimed that civilian rule had nearly resulted in the break up of the country, so the military needed to step in to hold the country together. 

          Since the 1962 coup, the military's involvement in politics has taken two forms.  In the early years and more recently, it has taken the form of a military council or junta; namely, the Revolutionary Council from 1962-74, the State Law and Order Restoration Council from 1988-97, and the current State Peace and Development Council from 1997-present.  From 1974-1988, there was a sultanistic regime with General Ne Win presiding over a one-party socialist state with the military serving as the backbone of the party. Since 1962, successive military regimes have tightly controlled the economy, eliminated independent media, and destroyed civil society.

          In the early 1970s, General Ne Win introduced what he called "The Burmese Way to Socialism", which was to be implemented by the Burmese Socialist Programme Party (BSPP).  All other political parties were declared illegal.  He also nationalized all large and medium-sized businesses and cut contact with the rest of the world.  The Ne Win regime's mismanagement and unsound economic policies caused one of the region's most promising countries in the 1950s to become one of the world's poorest countries by the late 1980s.  Despite substantial international assistance during this period, Burma was declared a "least developed country" by the United Nations in 1987.  The economic crisis was one of the main factors that led to a peaceful people-power movement in August 1988, which was brutally suppressed by the army in the September 18, 1988 coup.  Following that, many foreign governments stopped giving aid. However, with support from China, as well as other neighbors such as Thailand and Singapore, the regime continued to survive. 

          Following the 1988 coup, the regime made significant economic policy changes.  It reintroduced capitalism and opened the country to foreign investment.  However, it practiced crony capitalism and most foreign investment must be made through joint ventures with military-dominated conglomerates. 

           In late 1988, the regime announced that multi-party democracy would be restored and held elections for Parliament in 1990.  The regime assumed that the military-backed National Unity Party (NUP) would either win the election outright or would at least get enough votes to be the leading party in a coalition government.  Instead, the National League for Democracy (NLD), led by Daw Aung San Suu Kyi (who later won the Nobel Peace Prize), won a landslide victory, getting more than 80% of the seats (396 seats), while the NUP obtained only 2% of seats (10 seats) in the 495-seat parliament.  The military leaders did not want to recognize the election results, because the military was not prepared to give up its power and economic privileges.  

          After refusing to transfer power to the elected members of parliament, the regime organized a national convention to draw up a new constitution. Most of the delegates were appointed by the regime.  Only 12% of the delegates (88 out of 702 delegates) were from the NLD, even though the NLD had won over 80% of the seats in the 1990 elections.  Meanwhile, the head of the NLD, Daw Aung San Suu Kyi, was still under house arrest and other leading members of the party were in prison.  The National Convention held its first meeting in early 1993, and the process was tightly controlled to ensure that the military's proposals would be accepted. The regime laid down six main objectives for the convention, one of which stipulated that the military would take the leading role in politics. Full meetings of the National Convention have not taken place since late 1995, when the NLD delegates withdrew in frustration at the military's unwillingness to compromise with other parties.  However the convening committee, which consists of military generals, continues to meet periodically. 

          Although not yet approved, the draft constitution enshrines numerous military prerogatives. For example, the draft constitution includes a provision for 25% of the members of parliament to be active military officers who are appointed rather than elected.  Also, the president must have military experience.  Recently, Burma's newly appointed Prime Minister, Lt. Gen. Khin Nyunt, announced that the convention will be resumed as soon as possible.  The reconvening of the National Convention is part of the seven-point road map that he announced in a policy speech to civil servants in late August 2003. 

Meanwhile, the military has doubled its budget over the past 15 years and has continued to expand the size of the army.  The number of troops has increased from 180,000 in the late 1980s to 450,000 by the late 1990s.  The regime has officially announced that its aim is to reach 500,000 troops.
  According to a US Embassy report in 1997, the regime uses at least half of the state budget on the military.
 Meanwhile, a Burmese economist, Mya Maung, estimated that if all expenses related to defense and security functions were included, defense expenditures in the 1990s may have been as high as 60% of the budget.
 

A deteriorating economy and mounting international pressure led the regime to start secret talks with pro-democracy leader Aung San Suu Kyi in 2000.  UN Special Envoy Razali Ismail has worked hard to encourage the regime to carry out confidence building measures so that the talks on substantial issues could be possible, however this has not happened yet.  As a confidence-building measure, Daw Aung San Suu Kyi asked for all political prisoners to be released, but only 15% of political prisoners have so far been freed, while new arrests of political activists continue. Today, more than 1500 political prisoners still remain in jail. To make the matters worse, in late May 2003, the regime's supporters ambushed Aung San Suu Kyi's entourage in one of her trips to northern Burma.  The new crackdown has resulted in more international pressure on the regime. The US strengthened its 1997 economic sanctions, the EU expanded its visa ban, Japan suspended its ODA assistance, and ASEAN, for the first time, commented on Burma's internal affairs by calling for the release of Aung San Suu Kyi. Still, with a certain level of backing from China, the regime has resisted change. 

Beginning of the military role in business (1948-1962)

 
After independence,  U Nu's democratic government maintained an open economy with moderate democratic socialism. Foreign investments and foreign banks were allowed in with some measures for the protection and promotion of native-owned businesses. Although the civil war had a negative impact on the economy, the economy was fairly stable.  However, at the height of the civil war, troops in the fields were suffering because their welfare needs were not being met.  The military responded by establishing businesses, which could provide goods for its field units' welfare needs and not be solely reliant on the budget approved by Parliament. The 1947 constitution, drafted hastily for independence, did not prohibit the military from running businesses.  Over time, the military expanded its business activity from the microeconomic level to the macroeconomic level; for example, from running military canteens to owning commercial banks. They also developed a local arms industry, which helped the military to exert its growing power and institutional clout independent of civilian authorities.

At first, the Burma Army's business involvement followed the British Army's style of running services for its troops.
   Starting in mid-1948, local unit commanders were asked to run canteens and other services for the troops.
  However, it wasn't successful because the field commanders could not give their attention to this at the peak of civil war.  
 
In the early 1950s, the War Office took over the services and set up the Defense Service Institute (DSI) led by Maj. Gen Aung Gyi. The DSI was registered as a business, but its main purpose was to take care of the welfare and needs of troops and to help maintain their morale.
  The Ministry of Defense loaned 600,000 kyat (approximately $126.000 at that time) to the DSI, which opened its first wholesale store selling food and beverages (milk, sugar, beer, etc...) in Rangoon in 1952. Later, stores were opened in other cities like Mandalay, Maymyo, Meiktila and Taungyi. With privileged access to goods and  tax-exempt status, the DSI made large profits and expanded quickly. Especially after the Military Caretaker Government (1958-60), the DSI became the country's largest firm, running banks, shipping and the country's largest import and export operation. It also monopolized coal imports and ran a hotel company, fisheries, a poultry distribution business, a construction firm, a bookshop and a bus line. 

Another military-owned enterprise, the Burma Economic Development Corporation (BEDC) was set up in 1961.  One of its activities was the production of very strong white whiskey, which Burmese informally called BEDC whiskey.  Both the DSI and BEDC were run by the War Office, which had growing financial power.  With the profits from these businesses, the military was not solely reliant on the state budget controlled by the finance ministry and the parliament.  However at that time, regional commanders did not have opportunities to run their own businesses.  

Because of the need for weapons during the civil war, the U Nu government established the first local arms factory in 1953.  The Burma Army Ordnance Workshop, located in Rangoon (near Inya Lake), was set up with the help of an Italian arms company.  It could produce a standard submachine gun known as the BA 52 (also known as Ne Win Sten) and its ammunition.  The BA 52 is a slightly modified version of the Italian 9mm TZ 45 submachine gun. The local arms industry was promoted in 1956 with the help of German government-owned Fritz Werner Company. Fritz Werner helped build a local factory in Rangoon to produce Gewehr 3 (G3) automatic rifles and its ammunition.
  By the early 1960s, the Burma armed forces were well-equipped and they could set up five regional commands with 57 infantry battalions and more than 100,000 troops.  

Military businesses under the military-backed socialist regime (1962-1988)

After the 1962 coup, the military government nationalized the economy under a program called the Burmese Way to Socialism. All large private businesses were confiscated by the regime. Foreign companies, like Burmah Oil Company and Indo-Burma Patrolium Company, were the first to be taken over. Some 15000 private companies were nationalized and 200,000 alien residents were driven out with no compensation.
  The military-run DSI itself was nationalized, and the economy was organized into 23 state corporations controlled by the military. With nationalization of agriculture, industry and trade, the country's overall national wealth was transferred to the state.
  The 1974 constitution institutionalized the state's economic control.  

Active duty and retired military officers, with no economic planning or management skills, led the state owned enterprises. The military also purged skilled civil servants and replaced them with active and retired officers. The military sacrificed competency for loyalty under the military-dominated socialist system. At the same time, the regime introduced a centralized, planned economy.  The military leaders adopted the long-term 20-year economic plan for economic development. Even with significant bilateral and multilateral foreign aid, their twenty-year plan for economic development failed. Japan alone provided $2.2 billion until 1988. Controlled rice procurement at a lower-than-market-price, together with insufficient government funding for farmers, led to decreased rather than increased rice production. 

Although the economy did not do well under the Ne Win regime, individual military officers profited and were grateful to Ne Win for the opportunity to raise their status and enrich themselves.  Because of this, some officers even reportedly said they could sacrifice their lives for Ne Win, no matter whether he was right or wrong.

According to Christina Fink, increasing numbers of civilians entered military officer training school, not because they wanted to pursue a military career per se, but because membership in the military was one of the only ways to obtain influence and wealth.
  

Officers and their families in rural areas have been tacitly permitted to set up small private businesses such as rubber plantations, brick-making factories, and saw mills.  They have been able to reduce their production costs by ordering their soldiers to work for them free of charge. Fink states that in her interview with an ex-soldier, he confirmed this practice had been used by senior officers since the mid-1970s.  In other cases, military officers have forced rotating groups of civilians to work for their private businesses.  Military officers also order civilians to work on the construction and maintenance of military barracks.  In 1998, the War Office ordered the local battalions to rely on themselves for food.  Local battalions handled this by confiscating villagers' land and having villagers grow rice for the military on this land.

Under the state-controlled economy, the military had a free hand to fund its military activities and provide for the social welfare of its troops. However, because of the weak economy, it did not have enough money to modernize the military.  

Nevertheless, military personnel at different levels enjoyed state-subsidized prices (known as the government price), which were much lower than the market rate, for their basic commodities and luxuries.  They were provided rations of basic foodstuffs like rice, oil and other groceries. Alcohol (Army Rum) and cigarettes were also included in the ration. Other basic commodities like sugar, gasoline, electrical appliances and sports materials were sold at the government prices at the military cooperatives.  Cars were also available to military officers at very cheap prices.  Middle-ranking officers could purchase a Japanese-made Mazda 323 for 40,000 kyat, while the market rate was more than 200,000 kyat.  Privileged health care was given for military personnel at military hospitals, which are much better equipped and funded than public hospitals.  The provision of such state subsidies over time had a huge negative impact on the economy.

Increased military business interests under the SLORC/SPDC (1988-present)

Since the 1988 coup, no constitution has been in effect.  Coup leader Sr. Gen. Saw Maung famously stated that the military regime was practicing martial law, which meant no law at all.  Thus, decisions were made according to the top generals' wishes.  In late 1988, the military regime introduced its military version of open market economy, which in effect is a form of crony capitalism.  The military has continued to dominate the country's economy through two conglomerates – the Union of Myammar Economic Holdings Limited (UMEH) and the Myanmar Economic Cooperation (MEC).  In 1990 the regime set up UMEH, with similar objectives to its predecessor, the DSI.  However, UMEH aims to provide for the welfare of not only serving and retired military personnel and their families but also the public as a whole and the development of the country's economy.  

Most members of the board of directors of the UMEH have been active duty officers and it has been under the management of the Adjutant General's Office. When it was founded in 1990, U Myo Nyunt was the only civilian member of its board of directors.  (See the details below).

Table 1: UMEH's Board of Directors in the late 1990s

	1.
	Lt. Gen. Win Myint
	Chairman

	2. 
	Brigadier Win Hlaing
	Managing Director

	3.
	Brigadier Maung Nyo
	Member

	4.   
	Brigadier Kyaw Win
	      "

	5.
	Brigadier Kyi Win
	      "

	6. 
	Brigadier Aung Thein

	      "

	7.
	Brigadier Khin Aung Myint
	      "

	8
	Lt. Col. Maung Oo Lwin (Navy)
	      "

	9
	Col. Khin Maung Tint (Air)
	      "

	10
	Col. Ba Tun (Retired)    
	      "

	11
	Col. Aung Nwe (Retired)
	      "

	12
	U Myo Nyunt 
	      " 


(Source: UMEH Board of Director's report to the 2001-2002, 12th Annual General Meeting)

UMEH is the largest national firm with 10 billion Kyat (US$ 1.4 billion) in capital. Forty percent of its shares are held by the Directorate of Procurement at the War Office, while the remaining 60% are held by the regional commands and active and retired military officers.  (See the details below)

Table 2: Investment shares of UMEH

	No
	Shares
	Name of Command
	Kyat (in millions)

	I.
	"A" Shares
	
	330,000.000

	II.
	"B" Shares
	
	   11235.497

	1.
	
	War Office
	     2697.070

	2.
	
	Northern Command
	       568.347

	3.
	
	Northeastern Command
	       496.626

	4.
	
	Eastern Command
	     1076.646

	5.
	
	Triangle Command
	       367.778

	6.
	
	Southeastern Command 
	       365.267

	7.
	
	Costal Command
	       238.590

	8. 
	
	Rangoon Command
	     1839.575

	9.
	
	Southwestern Command
	       406.815

	10
	
	Western Command
	       795.266

	11.
	
	Southern Command
	       251.746

	12.
	
	Central Command
	       246.339

	13.
	
	Northwestern Command
	       859.527

	14.
	
	Veteran's Organization
	       271.186

	15. 
	
	Retired military personnel (Individuals)
	       433.519


(Source: UMEH Board of Director's report to the 2001-2002, 12th Annual General Meeting)

Most major foreign investments have been channeled through UMEH, which had set up 50 joint ventures with foreign firms by 1999.  UMEH is involved in a huge range of commercial interests in sectors ranging from gem production and garment factories to wood industries, goods and beverages and other trading companies, supermarkets, banking, hotels and tourism, telecommunications, steel production, transportation, construction, the cement industry, automobiles and cosmetics. UMEH also runs the Armed Forces' pension fund and controls the powerful Myawaddy Enterprises Group.  (See details below) 

Table 3: On-going lines of businesses and projects of UMEH (translation from Burmese)
I. Businesses entirely owned and operated by UMEH (16 lines of businesses)

A. Manufacturing (9 lines of business)

1. Myanmar Ruby Enterprise

2. Myanmar Imperial Jade Company Ltd.

3. Myanmar Rubber Wood Company Ltd. 

4. Myanmar Pine Apple Juice Production Factory

5. Myawaddy Ice Factory

6.Myawaddy Clean Drinking Water Service

7.Sin Min (King of Elephants) Cement Production Service (Kyaut Si)

8. Knitting Service

9. Golden Sea Breeding and Fishery Company Ltd.  

B. Trade (l line of business)

1. Myawaddy Trading Ltd.

C. Services (6 lines of business)

1. Myawaddy Bank Ltd.

2. Bandoola Transportation Company Ltd.

3. Myawaddy Travel Agency

4. Nawaday Hotel and Travel Service Ltd.

5. Myawaddy Agricultural Service Company Ltd. 

6. Myanmar Power Construction Service

II.  Joint-ventures with other entities (21 lines of business)
A. Manufacturing (14 lines of business)

1. Myanmar Segal International Ltd.

2. Myanmar Daewoo International Ltd.

3. Myanmar Unimit International Ltd. 

4. Rothmans Aulf Paulful Myanmar Private Ltd.

5. Myanmar Brewery Ltd. (with Fraser & Neave Co., Ltd.)

6. Myanmar Posko Steel Company Ltd. (with Pohan Iron and Steel Co., Ltd)

7. Myanmar Nouveau Steel Company Ltd. (with Myanmar One Company)

8. Berger Paints Manufacturing Company Ltd. (with Berger International Ltd – S'pore)

9. The First Automotive Company Ltd. (with Mitsugi Corporation - Japan)

10. MG Ruby Company Ltd.

11. Myanmar Nouveau Company Ltd.

12. Yadana Kadeikada Company Ltd.

13. Myanmar Jade International Ltd.

14. Myanmar Cement Company Ltd. (with P.T Semen Cibimong and P.T Prima Comexindo)

B. Trade (3 lines of businesses)

1. Myanmar Forward Supporting Ltd.

2. Myanmar Fair Price Private Ltd.

3. Ban Hawt Hin Myanmar Ltd. 

(Source: UMEH Board of Director's report to the 2001-2002, 12 Annual General Meeting)

          After the military regime renamed itself the State Peace and Development Council in 1997, it established Myanmar Economic Cooperation (MEC). The MEC is a similarly enormous enterprise operating in a wide scope of economic activities, including banking, trading companies, agricultural produce, hotel and tourism enterprises, gem and mineral extraction and telecommunications and transport services.
  The MEC's objectives are to help develop the country's economy, to reduce the defense budget by providing an additional source of funding for the military's needs, to ensure the welfare of the troops and to conduct other necessary tasks for the military.
  The MEC is exempted from the State-owned Enterprise Law of 1989 that preserves the government's rights to control 12 main economic areas. Therefore, the MEC can operate any businesses it wants, and it has been expanding rapidly. 

          There are other state-run joint venture corporations, which are in effect military corporations, involved in agriculture, fisheries, trade, construction, hotels and pharmaceuticals.  The Armed Force's Directorate of Procurement manages these joint ventures.
  The board members are both active and retired military officers. Profits from all the above mentioned military and state operated enterprises have provided significant funding for the military build up since 1988.  The UNDP estimated that arms imports comprise more than one-fifth of Burma's total imports.
  The intelligence sector also uses vast sums of money to suppress potential threats to the military rule. Military expenditure as percentage of GDP for Burma were 2.1% in 1997-98, compared to 1.4% in Thailand in 1988, 1.3% in Indonesia in 1998-99, and 1.5% in the Philippines in 1998.


With the absence of the rule of law, the military regime has not hesitated to violate the joint venture contracts it has made when it serves its interest to do so.   For instance, a military-owned company entered into a joint enterprise to run the almost-bankrupt Mandalay Beer Brewery with a Singaporean-based Burmese businessman named Daw Win Win Nu in 1993.  She put initial capital of US$6.3 million and ran the marketing and operations, increasing its production 10 times.  By 1998, the company had become the country's largest single taxpayer.
  Then, under orders from Sr. Gen. Than Shwe, troops surrounded her compound and told her to get off the property. Shortly after, her local bank accounts were closed and she was accused of misappropriating funds.  Although she filed a case with the court, after a year and half, she was forced to liquidate her share in the brewery.  She asked for help from the senior authorities she knew, including the powerful Military Intelligence Chief and Secretary (1) of the SPDC, Lt. Gen. Khin Nyunt, but nobody intervened. Finally, she left Burma and tried to file a case through ASEAN and then at the international court at Hague. The military also filed a case against her, accusing her of giving false information to the foreign media.   

Local business owners who do not have good connections with senior generals are at particular risk of having problems.  In 1996, a car importer, Aung Phyo, who did not have the high-level connections that the 3 other licensed car importers had, found his shipment of cars from Japan confiscated at the port.  The customs department told him that the military intelligence had taken the cars, because the cars he imported were of newer models than what he had asked for in the original permission request. His cars were sold to senior military officers at a reduced price. When he submitted a letter of complaint to the Military Intelligence Chief, Lt. Gen. Khin Nyint, he was accused of collaborating with anti-government politicians. He fled the country to escape arrest.

Corruption among senior officers is widespread and often takes the form of providing business licenses and trade privileges in return for a bribe.  Senior military officers earn less than $20 a month and cannot afford the luxuries they desire without taking bribes (known as "outside money").  It should be noted that bribes are not always given in the form of money but may be expensive presents, given to family members of the military officer.  Gifts must continue to be given from time to time in order to maintain the relationship.  According to Fink, "when the children of senior generals marry, business associates often give them extravagant gifts, including new cars." 
  

Privately-owned companies, including import and export companies, often  put family members of high-ranking officers on their boards.  Those individuals are given shares of the company for free.  They are given board membership in order to make it possible for the company to secure licenses and to guarantee the smooth running of the business.  For instance, Prime Minister Lt. General Khin Nyunt's son, Ye Naing Win, has been put on the boards of several companies, despite the fact that he was a practicing doctor. 

Numerous senior and middle-level military officers have also established their own private businesses or made it possible for their family members to do so. Several family members of the top generals today own powerful businesses in Burma.  Lt. General Khin Nyunt's son, Ye Naing Win, now owns the top national publication, Living Colour Magazine and Pagan Cyber Cafe (one of the few places where e-mail is available). 

The Burmese military also gives extraordinary business opportunities to powerful regional commanders before retiring them, to diffuse the tension between war office officers and regional commanders. This tension over the relative degrees of power of the regional commanders and war office officers has been a problem in the Burma Army since the 1950s.  Before, purges were used to weaken the power of regional commanders. However, after 1988, tensions escalated because of their rivalries over business deals.  Now a more sophisticated system is being used to gently ease the regional commanders out.  Regional commanders are allowed to engage in any businesses they want in their regions.  But when the senior generals in Rangoon get nervous about the amount of power regional commanders are accumulating, the regional commanders are taken away from their troops and kicked up to ministerial positions where there is little real power. However, as ministers, they are allowed to engage in corruption to a maximum degree, before being removed. In 1995, powerful regional commanders Tun Kyi, Kyaw Ba and Myint Aung were given ministerial positions, before they were sacked in late 1997.  However, they can continue to enjoy the wealth they acquired, so they have little incentive to turn against the system.

The middle level officers cannot meet their needs with their official salaries, so they eagerly seek business opportunities. In fact, they invested their lives in the military with the aim of being promoted to senior positions where they can enjoy unchecked business opportunities. Unlike Young Turks in Thailand and Indonesia, Burmese middle-level officers are unlikely to turn against the system, unless there is a total economic collapse with the potential for a civilian takeover. They believe that the profits they can make under the current system outweigh the unseen opportunities under a civilian administration, or they are worried that they would lose their economic privileges once military rule is over. In 1988 when the country's economy collapsed and a civilian takeover was unsure, no middle-level officers joined the pro-democracy movement. Although a number of foot soldiers joined the demonstrators, only one captain did so. 

Corruption even goes down to the foot soldiers' level.  Ordinary soldiers are allowed to loots private belongings in civil war areas and demand bribes at the local level. So, they are still better of than ordinary civilians who are at the mercy of military personnel at all levels.

          Another mechanism that the junta has created for control is the Union Solidarity and Development Association (USDA). The USDA was formed as a structure for societal control rather than as a party  to mobilize citizen participation in the political process. In return for political loyalty, USDA members are given special opportunities to engage in business. USDA chapters have received several economic rents and exclusive rights from the state to conduct local level economic activities. The military is likely to maintain this mass organization for societal control or transform it into a party similar to Suharto’s Golkar Party in Indonesia.

Illegal businesses

It appears that the drug economy has been growing as the civil war has continued in Burma. In 1989, the Burmese military made a ceasefire agreement with the United Wa State Army (UWSA) which has been involved in the production and distribution of heroin and methamphetamines. The regime also allows drug warlords to run large businesses such as banking, transportation and hotels, etc... Drug incomes may have sustained many army units in Burma’s border areas while supporting the military’s extra-budgetary expenditures and lining the officers’ personal pockets.  According to the U.S. State Department’s International Narcotics Control Strategy Report, Burma continues to be the world’s largest source of illicit opium and heroin, and laundered drug money is channeled into a wide range of businesses.
 Recently, while opium production was reduced, the production of methamphetamines is on the rise. The Thai army predicted that 1 billion speed pills will be smuggled from Burma into Thailand in 2003 alone.  Burma’s military officers will be reluctant to give up these illegal sources of money, which can be used for institutional and private interests.

All in all, the military business practices favor the continuation of military rule.  However, most civilians have been frustrated with the military dominated economy, which has been draining the country's resources and denying opportunities to those without high military connections.  The military has been resisting real economic liberalization, worrying that growing individual business power would become a threat to their power. As a result, under the military monopoly and military mismanagement, along with more severe international sanctions, the economy is going to deteriorate even further.  As the economic pie shrinks, it will be a challenge for the regime to continue to fund the ever-growing military and satisfy the desire of military officers and their families for personal financial gain. 

The military's future plan for its business, if the democratic transition comes

In its draft constitution, the military stipulated that its internal affairs, including its budget, must be managed solely by the military. The military proposes full legislative and budgetary autonomy on defense budget matters.
 The military will not give up the budget autonomy it has enjoyed for decades. At the same time, the military is expected to demand total control over already established conglomerates _ UMEH and MEC - which are partially privatized into semi-public conglomerates. The issue of military owned businesses, the illegal drug economy and sole control over the military budget will be contested areas between civilian politicians and military officers should there be a democratic transition.

Conclusion

For more than four decades, the military has ruled Burma, dominating both politics and the economy.  Burma's military has been politicized and Burmese society has  been militarized as a result.  Ideologically, the military believes that it has been keeping the union together, a critical task that the generals do not believe civilian politicians can handle. They also see themselves as the saviors of the country and its citizens, protecting them from the threat of ethnic nationalist armies and foreign influences. It should be noted that the generals have attempted to portray the pro-democracy leaders as foreign stooges, who are destroying the economy by calling for international economic sanctions.  Despite the regime's rhetoric, the military's dominance in politics and the economy so far has resulted in economic deterioration and political instability.  Bringing in economists to manage economic policy and opening up the economy to all players are important changes that need to be made but have been resisted by the regime so far.  Should there be a change in government, the military is likely to insist on the maintenance of many of its prerogatives.  For instance, the generals will also be likely to insist on a leading role for the military in politics and control over the military budget.  They will not trust the civilian government to give them what they feel they deserve and may feel they need to be prepared to take over again should the civilian politicians not be able to solve the country's problems.  In addition, the military is likely to insist on maintaining its conglomerates.  Continued political dominance will facilitate high-ranking officers' maintaining their personal business interests as well.  
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