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Introduction: Pushing Back
State-Coordinated Belt and
Road Projects in Myanmar

The Belt and Road Initiative (BRI, formerly called One Belt One Road)
is Beijing’s (the Chinese Government) flagship diplomatic tool. The
transcontinental strategy, spanning Asia, Europe, Africa and beyond, aims
to enhance infrastructure connectivity, trade and financial integration,
policy coordination and people exchange. The grand strategy envisioned
by President Xi Jinping in 2013 manifests a new phase of China’s rise.
Domestically, it aims to materialise the ‘Chinese dream of national
rejuvenation’ and stimulate economic growth. Internationally, it exerts
Beijing’s assertiveness to reshape the Western-dominated world order. The
highly coordinated strategy has been supported by Chinese policy banks,
state-owned enterprises (SOEs), private companies, academics, media and
even non-governmental organisations in China. The BRI’s success is tied to
the rising power’s prestige and President Xi’s legacy.

The China—Myanmar Economic Corridor (CMEC) — which is regarded as
China’s shortcut to the Indian Ocean — is a strategic component of the BRI.
This bilateral cooperation serves not only Beijing’s geopolitical interests
but also Naypyidaw’s (the Myanmar Government) national goals. Beijing’s
noninterference policy and ‘no-strings-attached’ development model were
appealing to both the military junta and the subsequent democratically
elected leaders. A memorandum of understanding (MOU) to establish
the CMEC was signed between the Aung San Suu Kyi-led government
and Beijing in 2018. Following the 2021 Myanmar coup, political
upheavals have posed uncertainties over BRI project implementation.
Notwithstanding strong political backing from Beijing and Naypyidaw
before the coup, BRI projects encountered different levels of disruption
during Myanmar’s 10-year democratic transition, April 2011 — January
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2021. The Myitsone hydropower dam was suspended in 2011. The contract
of the Letpadaung copper mine was renegotiated in Naypyidaw’s favour in
2013. The construction of the China—Myanmar oil pipeline was completed
in 2014, but its operation was delayed till 2017." The progress of other
BRI agreements, for instance, the Kyaukphyu special economic zone (SEZ)
and deep sea port, as well as the New Yangon City project, has been slow.
Cordial bilateral relations that drove these state-coordinated investments,
how can we make sense of disputes in BRI projects?

Societal actors’ influence on foreign policy has conventionally been
overlooked in the state-centric international relations scholarship. Since
BRI’s commencement in 2013, an extensive body of literature has debated
Beijings policy intention (e.g. Sum 2019; Yan 2014; Summers 2016;
Ye 2020; Magaes 2018; Chong 2021). In the face of intensifying US—China
competition, BRI countries’ realignment behaviour has drawn considerable
scholarly interest (e.g. Chao 2021; Chen 2018). Gradually, burgeoning
studies accentuate host countries’ (investment-receiving countries) agency
in BRI cooperation. Host countries capitalise on Beijing’s ambition in
the BRI and strive for more desirable outcomes in otherwise asymmetric
interdependent relations (e.g. Ba 2019; Oliveira et al. 2020; Oh 2018;
Chen 2018; Kuik 2021a; Calabrese and Cao 2021). Security and economic
priorities (Liao and Dang 2020), development needs and the availability of
alternative sources of capital (Lampton, Ho, and Kuik 2020; Goh 2014),
the political leader’s preferences and quest for legitimacy (Camba et al. 2021;
Freymann 2021), and domestic institutions (Fung et al. 2022; Lamb and
Dao 2017) of a host country could all affect the stability of BRI projects.
Furthermore, growing research acknowledges social actors’ resistance to
BRI projects (Sun 2012b; Reeves 2015; Gong 2020; Lee 2017; Reilly
2021). However, limited studies explain how public outcry could influence
the outcomes of signed agreements. Overall, responses and influences of
societal actors who are impacted by BRI projects are underexplored. This
study specifically examines the role of societal actors’ opposition in BRI
project disruption. A mechanism is introduced to illustrate how societal
actors, the host government and Beijing interact with each other in an
economic dispute.

1 To date, Beijing has not released the official project lists for the Belt and Road Initiative (BRI).
The agreements of the Myitsone dam, the Letpadaung copper mine and the China—Myanmar oil and
gas pipelines were signed before the official launch of the initiative. Nevertheless, these projects were
often described by the Chinese state media as BRI projects (e.g. Myitsone dam: Ding 2020; Letpadaung
copper mine: Cao 2020; China—Myanmar pipelines: People’s Daily 2020).
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Contrasting with the view that state capability can always translate into
international influence,® this book argues that social resistance could
be a source of bargaining power in an asymmetric bargaining structure.
Examining BRI projects’ implementation in Myanmar through the 2010s,
I contend that societal actors could turn the tables on state-coordinated
investments. BRI projects usually bypass prior and informed consent
of impacted communities and compromise transparency. If societal
actors could impose tangible political costs on Naypyidaw for signing a
controversial bilateral agreement; if Naypyidaw cared about its legitimacy;
and if Beijing conceded domestic constraints in the host country, it would
be unlikely to implement the signed agreement in a business-as-usual
manner. Even though societal actors might not shape the project outcomes
as they hoped, public outcry could turn cooperation into disputes and even
increase Naypyidaw’s bargaining power. The fact that social opposition
to these BRI projects emerged after their agreements had been signed
further complicated the projects’ implementation. This book elucidates the
signalling effects of protests against BRI projects by studying the dynamics
among Myanmar’s societal actors, Naypyidaw and Beijing.

BRI project disruption in Myanmar took place during the host country’s
political transition, in which political leaders sought to gain democratic
legitimacy. Following the 2021 coup, the military’s reign of fear has been
resurrected in the host country (David, Aung Kaung Myat, and Holliday
2022). No evidence supports the conspiracy theory that Beijing knew about
the military coup in advance. Nonetheless, Beijing’s enthusiasm about
CMEC implementation and disregard for Myanmar’s political situation
have inevitably fuelled Myanmar citizens’ distrust of their giant neighbour.
Citizens” ability to punish political leaders is a necessary condition to
renegotiate a signed bilateral agreement. In post-coup Myanmar, the
military junta’s policy options were not conditioned by public opinion nor
protests. Nevertheless, armed resistance could pose uncertainties to the
CMEC implementation, which could not be dismissed by the coup leaders
and Beijing. More importantly, if the democratic forces are restored, it will
be difficult to maintain the status quo of the BRI projects concluded by the
military junta.

2 For discussion about the gap between China’s state power and international influence, see Fung et al.

(2022).



DEFYING BEIJING

BRI cooperation and disputes between
China and Myanmar

Setting aside Beijing’s policy objectives in the BRI, the conclusion of a
project agreement was a result of the convergence of interests between the
home country — China — and the host countries — the investment recipient
countries. Myanmar has been one of the staunch supporters of the BRI.
Once a prosperous state in Southeast Asia, the military dictatorship reduced
Myanmar to least developed country (LDC) status in 1987.> Economic
stagnation was compounded by international isolation in the 1990s—2000s.
In the course of democratisation, both the Thein Sein administration
(March 2011 — March 2016) and the National League for Democracy
(NLD)-led government (April 2016 — January 2021) pledged to improve
people’s livelihoods. China-backed infrastructure projects were expected
to serve the LDC’s development needs. Moreover, Naypyidaw also hoped
that economic growth could de-escalate tension in conflict-laden regions
(Ministry of Information of the Republic of the Union of Myanmar 2020).
In the wake of the Rohingya exodus* in August and September 2017,
former United Nations High Commissioner for Human Rights Zeid Ra‘ad
al-Hussein deplored the situation as a ‘textbook example of ethnic cleansing’
(UN News 2017). Western investors recalibrated their business plans in
the country as a result. The Chinese capital has become vital to Myanmar’s
economic development (Lee and Zaharia 2017). Furthermore, Beijing
harboured Myanmar at the UN Security Council (Gong 2020). Myanmar
was pushed closer to China’s orbit, just as had happened in the pre-reform

period.

Against this background, Beijing put forward the CMEC proposal to
Naypyidaw in 2017. The plan would involve constructing a Y-shape
transport corridor, starting from China’s landlocked Yunnan province and
connecting to Myanmar’s second-largest city, Mandalay, then extending to
the commercial capital Yangon and western port city Kyaukphyu. During
his visit to Myanmar in January 2020, the advancement of CMEC was

3 Myanmar was likely to graduate from least developed country status before the military coup in
2021. The UN Committee for Development Policy deferred the decision on Myanmar’s graduation to
2024 (United Nations Conference on Trade and Development 2021, 2).

4 For generations, Rohingyas have resided primarily in Rakhine State, Myanmar’s western region that
borders Bangladesh. Their citizenships were stripped under the 1982 Citizenship Law. Rohingyas faced
systematic persecution under military rule. Unexpectedly, political liberalisation in the 2010s did not
mean more protection for Rohingya (David and Holliday 2018; see also Han 2021).
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President Xi’s foremost agenda. Several strategic BRI MOUs and agreements
on a high-speed railway, a highway, an SEZ and cross-border economic
cooperation zones were signed.

Chinese state-coordinated investment repeatedly experienced setbacks —
project suspension or contract renegotiation — during the host country’s
political transition in 2011-2021.> Under the Thein Sein administration,
political opportunities were widening in the country. Societal actors rose to
challenge Chinese infrastructure projects that were deemed to pose adverse
impacts on affected communities. The anti-Myitsone dam campaign was the
first major social movement in a democratising Myanmar. Notwithstanding
the fluid political space, the anti-dam movement was able to amass
nationwide support. In September 2011, President Thein Sein suspended
the project unilaterally for the duration of his tenure, which would end
in March 2016. Beijing routinely pushed Naypyidaw to restart the project
but failed. (As of April 2023, the dam remained stalled.) In the following
year, vehement protests against the Letpadaung copper mine led by villagers
prompted a temporary suspension of the mining project. The project
resumed in late 2013 under a revised contract, in which Naypyidaw obtained
a much bigger slice of profits. By and large, the China—Myanmar oil and
gas pipelines were implemented in accordance with their initial contracts.
The gas pipeline began to operate upon the completion of construction in
2013. The oil pipeline’s construction was completed in 2014. Its operation,
however, encountered a short delay because Naypyidaw requested a higher
transmission fee for crude oil. Beijing refused to give in. The oil pipeline
finally started to operate in April 2017.

The CMEC made significant achievements but also met pushback under
the NLD-led government. The NLD came into power after a resounding
victory in the 2015 general elections. The new government fostered ties
with the West but assured Beijing that robust Sino-Myanmar relations
would remain. In 2016-2021, more BRI projects were underway, including
economic zones, highways, high-speed railways and power plants.
Meanwhile, the tension in BRI projects persisted, despite the popularity of
the Aung San Suu Kyi-led government. The resumption of the Myitsone dam
has failed to proceed, despite Beijing’s ongoing endeavours. The expansion
plan of a copper mine project in Sagaing Division was halted in 2019. The
new administration agreed to proceed with strategic projects, including

5  After the 2021 military coup in Myanmar, the country returned to military dictatorship. This book
uses the term political transition to refer to the decade-long political reforms in 2011-2021.
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the Kyaukphyu deep sea port, and the Yangon new city, but continued
negotiating better terms in the agreements. Contrary to disruption to the
Myitsone dam, the Letpadaung copper mine, and the China—Myanmar
pipelines, new project negotiations did not constitute economic disputes
before signing the contracts. In the Kyaukphyu deep sea port, the project
was downsized from USD 7.3 billion to USD 1.3 billion in 2018. The
Yangon new city was divided into smaller components in 2020 to enable
other companies to compete with the preselected Chinese state-owned
enterprise (SOE) under a ‘Swiss challenge’ framework.®

Table 1: Major China—Myanmar mega infrastructure projects, March 2011 -
February 2021.

Project Chinese investor | Agreement Project Project status
signed value
Myitsone China Power Dec 2009 USD 3.6 bn Suspension
hydropower | Investment (contract) from Sep 2011
dam (restructured (remains shelved)
as State Power
Investment
Corporation in
2015)
Letpadaung | Wanbao Jun 2010 USD 1bn Operation
copper mine | (subsidiary of (contract); under a revised
China North Jul 2013 contract
Industries Group | (revised
Corporation) contract)
China- China National Jun 2010 USD 2.5bn Maintenance
Myanmar Petroleum (contract) of the status
oil and gas Corporation quo of the
pipelines agreement (with
a short delay in
the oil pipeline
operation)
Kyaukphyu CITIC Group Jan 2020 SEZ: Environmental
SEZ and (shareholders’ USD 2.3 bn and social impact
deep sea agreement) Port: assessments
port USD 1.3 bn (ESIA) to be
(initially conducted (ESIA
USD 7.3 bn) commenced in
mid-2022)

6 The China Communications Construction Company (CCCC) was selected to develop the
New Yangon City project under a ‘Swiss challenge’ model in 2018. Other companies can submit
counterproposals during the bidding process. If a company offers a lower bid, the Chinese state-owned
enterprise can decide to match the funding amount or forego the project.
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cooperation
zone

Project Chinese investor | Agreement Project Project status
signed value
Kyaukphyu Power China Jan 2018 USD 180 mil | Construction
combined (‘notice to started in
cycle power proceed’); Nov February 2021
plant 2019 (electricity
purchase
agreement)
New Yangon | China May 2018 USD 1.5 bn Proposals
City Communications | (framework (first phase) | receivedina
Construction agreement) ‘Swiss challenge’
Co. Ltd. process in
Oct 2020
Muse- China Railway Oct 2018 (MOU | USD 9 bn Feasibility
Mandalay Eryuan to carry out study and
railway Engineering a feasibility environmental
project Group study) impact
assessment
completed in
2019
Mandalay- China Railway Jan 2021 (MOU | - -
Kyaukphyu Eryuan to carry out
Railway Engineering a feasibility
project Group study)
Muse- China Harbour Mar 2018 (MOU | USD 820 mil | -
Htigyaing- Engineering for feasibility
Mandalay Company test)
expressway
Myitkyina Yunnan May 2018 USD 400 mil | -
economic Tengchong Heng | (MOU)
zone Yong Investment
(Namjim Company
Industrial
Zone)
Kanpiketi Yunnan Tengying | Mar 2020 USD 22.4 mil | Proposal
business Trading company | (MOU) approved by the
park limited Kachin State
parliament
Muse-Ruili - - - -
cross-border
economic

Wazeintaung
copper mine

Myanmar

Yang Tse
Copper Limited
(Wanbao's
subsidiary)

Permission for
feasibility test
cancelled in
Sep 2019

Source: Author’s summary.
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The puzzle

The contractual parties are obliged to comply with the provisions upon
signing an agreement. Breaking terms set in the agreement constitute
a breach of contract and involves ramifications. Breaches of foreign direct
investment (FDI) contracts are not unusual across the world.” Nonetheless,
cases of breaking bilateral agreements are less common. Project disruption
in BRI countries often makes headlines. The cases impair not only Beijing’s
geopolitical and geoeconomic interests but also its prestige. In the cases of
BRI project disruption in Myanmar, Beijing did not coerce Naypyidaw to
honour the contracts. What accounted for setbacks in these state-coordinated
investments? Furthermore, these economic disputes concerned the same
host country, Myanmar, and the same home country, China, in the same
period of time. How could we explain the discrepancy in the project outcomes?
More interestingly, Myanmar could sometimes achieve more favourable
outcomes in the asymmetric bargaining structure. What explains Beijing’s
accommodation, notwithstanding Naypyidaws defection in the agreements?

The suspension of the Myitsone dam and subsequent BRI project
controversies in Myanmar has drawn much international attention for several
reasons: First, Naypyidaw’s unilateral disruption to Chinese investment
projects, one after another, drew speculation about a shift in the host
country’s foreign policy. Robust bilateral relations can facilitate economic
cooperation between a home country and a host country (Blanchard 2011).
Greater bilateral economic cooperation often indicates closer diplomatic ties
between two sides and, by the same token, an attempt to diversify economic
partners — in an extreme case, disruption to a bilateral economic agreement
— could be interpreted as a tactic to reorient foreign relations (Goh 2006;
O’Neill 2014b; Liao and Dang 2020). With varying degrees of realignment
strategy, which can signal cooling bilateral relations, a state may engage in
hedging strategies, such as adopting ambiguous policies and not taking sides
among competing powers, in order to maintain a fallback position during
periods of insecurity. A state may even render a balancing strategy, which
involves allying with another great power that is the rising power’s adversary
(Kuik 2016; see also Chen 2018). Under the Obama administration,
Washington (the US Government) announced its ‘pivot to Asia’ policy.

7 By December 2022, at least 1,257 investor—state dispute settlement claims involving 146 countries
have been reported (United Nations Conference on Trade and Development 2022). The number
of international economic disputes is presumably the tip of the iceberg: it has not yet included the
arbitration cases over pursued settlements that did not go public (Wellhausen 2015, 30).
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It abandoned its isolation policy and engaged in ‘pragmatic engagement’
with Naypyidaw to propel the military dictatorship to political and human
rights reform (Clapp 2010). Against the backdrop of US—Myanmar policy
adjustment, Chinese pundits often attributed BRI setbacks to Naypyidaw’s
realignment strategy (Chenyang Li 2013; Lu 2016a; Sun 2012b). If such
a proposition was valid, what explained the implementation of the mining
and pipeline projects after the suspension of the dam?

Second, Naypyidaw’s ability to extract concessions from Beijing in an
asymmetric bargaining structure is even more bewildering. Myanmar is an
LDC while China is a global power. With such enormous differences in
state capabilities, Naypyidaw was perceived to be largely disadvantaged
in the negotiations with Beijing. The leading structural realist Kenneth
Waltz points out the importance of a state’s structural power in influencing
international outcomes to its favour. He asserts that ‘the stronger get their
way — not always, but more often than the weaker’ (Waltz 1993, 77-78).
In the early phase of the political transition, the Myitsone dam and the
Letpadaung copper mine were disrupted at Beijing’s costs. Unexpectedly,
Beijing did not condemn its counterpart’s project suspension in the dam
case. It even redistributed gains with Naypyidaw in the copper mine case.
Beijing’s concessions to Naypyidaw contests the realist assumption that state
capability can mean the upper hand in international negotiations.

Third, economic disputes between Beijing and Naypyidaw took place in the
same period of time and under a largely similar bargaining structure, but
the outcomes varied. The Myitsone dam was suspended throughout Thein
Sein’s tenure. It remained shelved during the NLD-led administration.
The contract of the Letpadaung copper mine restarted under a revised
contract. Meanwhile, the China—Myanmar oil and gas pipelines operated as
planned, notwithstanding a short delay. Naypyidaw requested to renegotiate
the transmission fee with Beijing but to no avail. International obligations
are entailed once a contract is signed. Why is it that some of the contracts
could be implemented, but others encountered setbacks?
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Context: A decade of political transition
in Myanmar

Challenges to BRI projects were embedded in the activation of the two-
level game during Myanmar’s political transition in 2011-2021. Robert
Putnam’s (1988) two-level game theory crystallises that international
negotiation cannot be isolated from negotiating parties’ domestic politics
(see also Evans, Jacobson, and Putnam 1993). A leader bargains with the
foreign counterpart to maximise gains in an agreement in the international
game, and appeals to domestic actors, including political institutions and
citizens, to minimise constraints in the domestic game simultaneously.
In reality, a leader cannot sign an international agreement without a
domestic ratification process. As such, leaders of the two states will reach
a tentative agreement at the international game first. Only if constituents
from both sides agree, with the tentative agreement in their respective
domestic games, could an agreement be reached. Put differently, if domestic
audience® of either side disapprove of the terms of the tentative agreement,
no agreement could be reached (Putnam 1988). The leader neither fails
domestic constituents nor breaks any international obligations in the
situation of no agreement.

The sequential order in the two-level game implies that domestic actors
can influence the leader’s foreign policy decision. It is generally believed
that democracies are more accountable to citizens because leaders™ political
survival depends on voters’ popular support. As such, their policy preferences
cannot go against voters. In contrast, dictatorships may only consult the
winning coalition, for instance, the ruling party leaders, military, political
elites and business tycoons. Hence, it is more difficult for dictatorships to
show that their bargaining positions are conditioned by domestic pressure
(Putnam 1988; Fearon 1994; Pelc 2011). Hinging on this point of view,
societal actors in democracies can influence leaders’ bargaining positions,
but societal actors in dictatorships cannot (cf. Weiss 2014). Interestingly,
governments responsiveness to societal actors may not be linear in regime
type. This book contends that transitional polities can be more vulnerable
to domestic pressure (Slantchev 2006). Transitional governments usually
intend to gain legitimacy and distinguish themselves from old regimes
by attending to citizens’ expectations (Gorjao 2002). Leaders worry that

8  This study uses societal actors and domestic audience interchangeably.
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widespread discontent from societal actors, including activists, villagers,
workers and ordinary citizens, could create political instability during the
political transition period.

State—society relations changed dramatically amid Myanmar’s reform
period. Under military rule, societal actors had no place in Myanmar’s
public and foreign policies. The Thein Sein administration comprised
former generals. To many people’s surprise, consistent signs of political
reform were observed in the nominally civilian government. The Labour
Organisation Law, and the Peaceful Assembly and Peaceful Procession Act
were passed in October 2011 and December 2011, respectively. Citizens
could apply for protest permits. Burgeoning protests were reported not only
in major cities but also in rural areas and ethnic states (Buschmann 2018).
Furthermore, trade unions were legalised. Workers also actively participated
in strikes to bargain their rights with employers (Kyaw Soe Lwin 2014).
Prepublication censorship was officially lifted in August 2012. Although
political liberalisation has been marred by rights violations, the Thein Sein
administration’s commitment to reform was showcased by NLD’s sweeping
victory in the parliamentary by-election results in April 2012. After winning
the by-election, the formerly persecuted opposition leader Aung San Suu
Kyi became a lawmaker. The most unmistakable sign of political transition
was the peaceful power transition from the nominally civilian government
to the NLD-led government after the 2015 general elections (Huang 2020;
David and Holliday 2018, Ch. 3).

At the time of political reform, the Thein Sein administration sought to gain
legitimacy in order to retain power through the electoral process (Callahan
2012; Dossi 2015). Furthermore, political stability was the transitional
government’s primary concern. Thein Sein was vigilant against public
discontent that might spark social unrest and derail the political process
(Ye Htut 2019, 159). As a result, Naypyidaw was sensitive to public opinion
on its governance. For instance, in May 2012, it announced measures to
tackle the electricity shortage problem following small-scale but rare protests
in major cities (Holliday 2013). Naypyidaw’s response increased citizens’
confidence in reform. The change in the political environment activated the
two-level game and opened the door to agreement renegotiations.

After five decades of dictatorship, there was naturally a long list of issues
that people were eager to speak out about. The general public may not
be aware of or care about international agreements. The state-coordinated
BRI agreements received sustained public concern owing to their direct
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impacts on communities, including environmental degradation, forced
land confiscation, loss of livelihoods, and revenue non-transparency. With
activists’ support, villagers staged protests and demanded the annulment
of the previously signed agreements. Even though these protests took place
at the domestic level, their objective was to challenge state-coordinated
investments at the international level. The advent of societal actors, who
were discontented with the committed international cooperation, paved the
way for economic disputes.

To many people’s surprise, the Myanmar military, commonly known as
Tatmadaw, seized power and ousted the democratically elected government
led by Aung San Suu Kyi on 1 February 2021. The country’s decade-
long democratisation abruptly ended. The coup redraws the relationship
between the government and the people. Despite unwavering resistance to
the Tatmadaw, political mobilisation has scaled down due to the regime’s
systematic attacks against civilians and abhorrent human rights violations.
In the first two years after the coup, at least 2,940 civilians and resistance group
members were killed (Assistance Association for Political Prisoners 2023).
People have to bear grave risks in expressing their defiance. Meanwhile, the
regime does not care about its legitimacy. Citizens can no longer constrain
the powerholder’s policy options. If the 7atmadaw signed new international
agreements with other states in the post-coup era, negotiations would slide
back to a single-level game.

Argument in brief

Societal actors in host countries could influence international negotiation
outcomes if they can impose political costs on leaders, and if the home
country recognises domestic constraints faced by the negotiating
counterpart. Protests against BRI projects could turn bilateral cooperation
into international disputes. Paradoxically, they could increase the host
country’s bargaining advantage in agreement renegotiations. Assuming both
negotiating parties are committed to reaching an agreement, the leader who
faces more formidable domestic constraints can demand more favourable
terms by stating that concessions are out of his/her reach. The ‘hand-tying’
strategy shifts the burden of offering concessions to the opponent (Putnam
1988, 440; Schelling 1960, 28-29; Moravcsik 1993, 28). In a nutshell,
avisible signalling effect opened opportunities for agreement renegotiations.
Naypyidaw might prefer project continuation or discontinuation.
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If Naypyidaw preferred to implement a BRI project, its preference clashed
with the domestic constituents. In this case, it could request Beijing to
redistribute gains to increase the acceptability of the bilateral agreement.
If Naypyidaw preferred to suspend a BRI project, its preference aligned
with the domestic constituents. Then, it would tell Beijing that project
continuation was beyond its control. The renegotiation outcomes would be
subject to the interplay among the three sets of actors in the two countries.
Renegotiation outcomes could be project suspension, profit redistribution
and project redesign. Divergent outcomes of opposition to the three BRI
projects demonstrated that domestic political costs alone could not annul
a bilateral agreement.

Arguably, a party may have incentives to misrepresent its bargaining
position in order to achieve more gains in negotiations. Audience costs
in an international crisis help to increase a negotiating party’s credibility
in two ways — providing information to the negotiating counterpart and
signalling resolve in a dispute (Fearon 1994). Suppose a political leader
sends threats to the opponent in an international crisis but fails to carry out
the commitment. He/she will be punished by domestic audience for his/her
inconsistency. As an international crisis and domestic political survival are
intertwined, a leader will probably refrain from making empty threats and
then backing down (Fearon 1994; Tomz 2007; Smith 1998). Audience costs
are also incurred in non-crisis negotiations: for example, bilateral economic
agreements (Leventoglu and Tarar 2005; Chaudoin 2014b). Contrary to the
view that the domestic audience disapproves of foreign policy inconsistency,
nascent literature observes that they care more about whether the leader’s
policy preferences align with theirs (Chaudoin 2014a, b; Nomikos and
Sambanis 2019). The political leader can lose office for acting against the
public’s expectations for foreign policy.

President Thein Sein aspired to retain power through elections. In response
to social opposition to BRI projects, his policy options were constrained by
voters’ preferences. Nonetheless, Naypyidaw encountered a conundrum due
to the activation of the two-level game in the BRI cooperation. Domestic
audience costs incurred in maintaining the status quo of the projects were
displayed by the turnout and the geographical scope of protest actions. The
higher the audience costs, the more unlikely Naypyidaw could maintain the
status quo of a BRI project, lest social discontent escalate into a political
crisis. More problematically, domestic actors opposed to the previously
signed international agreement deviated from the two-level game’s
bargaining sequence. Once a contract is signed, the parties are bound by
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international obligations. When social opposition emerged after the signing
of the bilateral agreement, Naypyidaw faced a dilemma. Implementing
the project agreement would face political consequences at home — that
is; paying domestic audience costs (Fearon 1994; Chaudoin 2014b).
Breaking away from the contract would entail legal, economic and political
consequences — that is, paying international audience costs (see Martin
1993). Considering that the two audiences held opposing positions in the
dispute, ecither continuation or discontinuation of the project entailed an
unfavourable outcome for Naypyidaw. I call this conundrum an ‘audience
cost dilemma’ (Chan 2017a). Even the well-respected NLD-led government
was bounded by the same difficulty when signed BRI projects were opposed
by citizens later on.

Under the constraint of an audience cost dilemma, a high level of audience
costs was necessary, yet insufficient, to guarantee that the executive would
shift its foreign policy decision. On the one hand, Naypyidaw was not
fully accountable to its citizens. On the other hand, it needed to consider
the consequences of breaking away from the bilateral agreement. The
transitional government had to weigh between domestic audience costs
and international audience costs. At the same time, Naypyidaw also
has its policy preference, which reacted to the change of domestic and
international environments. Its preference to implement, renegotiate or
cancel a BRI project could vary case by case. Protest management, tactical
protest toleration and protest repression could indicate the executive’s
diplomatic preference. To capitalise on domestic constraints for bargaining
advantage, the executive would facilitate the social movement’s escalation.
In this regard, a popular campaign would push up domestic audience costs.
Conversely, the executive would repress the anti-Chinese project movement
to maintain flexibility in international renegotiations. That means the
government could contain the audience costs to a manageable level (see
Weiss 2014; Ciorciari and Weiss 2016). Naypyidaw’s protest management
reflected its preferences in the three BRI projects. Naypyidaw neither arrested
the major organisers nor rejected the public activists against the Myitsone
dam. On the contrary, the government arrested the leading anti-mining
activists protesting the Letpadaung copper mine and imposed long-term
imprisonment for their peaceful resistance. Additionally, it violently
repressed protesters and removed them from the project site. For the anti-
pipeline campaign, the executive adopted mixed approaches to protest
management. They imprisoned villagers opposed to the pipeline projects
but allowed other protesters who demanded land compensation to channel
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their grievances. The inconsistency in handling protests was deliberate, to
facilitate or contain audience costs in the light of Naypyidaw’s diplomatic
objectives in the disputes.

Regardless of Naypyidaw’s policy preference, Beijing’s reaction was vital to
the international payoff in renegotiations. With the intention to maintain
cooperation with Naypyidaw, Beijing might offer concessions to its
counterpart. Nonetheless, Beijing’s compromise was contingent upon the
credibility of Naypyidaw’s domestic constraints in continuing the project.
Amid the public outcry, Beijing probably noted that the protests posed
threats to political stability and project sustainability in Myanmar.” Hence,
the higher the audience costs generated from a movement, the more likely
that Beijing would compromise in the renegotiation. Otherwise, Beijing
would not budge. Naypyidaw’s domestic audience costs explained Beijing’s
accommodating positions in the dam and copper mine disputes and its
rejection of redistributing gains in the pipeline case.

Beijing’s perception of Naypyidaw’s audience costs can also be observed
by its new diplomatic strategy. Beijing cares about its international image,
but its economic statecraft is not always cooperative. It is willing and
capable of taking an assertive stance to demand compensation or impose
countermeasures for mega project cancellation, especially if it perceives
that the host country’s interests clash with its (Norris 2016, 63-64; Fung
et al. 2022)." In the aftermath of the suspension of the Myitsone dam,
Beijing initiated the ‘people-to-people’ approach of diplomacy. Despite
the abundant resources of Beijing, it deliberately reached out to societal
actors who could influence Naypyidaw’s domestic audience costs. Firsthand
interviews indicated that the Myitsone dam and the Letpadaung copper
mine were the main agenda items discussed in the exchange programs.
Attention to the pipelines was limited. The discrepancy reflected Beijing’s

9 The executive in Myanmar worried that the anti-Chinese project protests might run amok
(interview: PO1).

10  For instance, in Mexico, Beijing demanded compensation after the USD 3.75 billion high-
speed rail contract was unilaterally revoked by the host country in 2014. Mexico promised to pay
USD 1.31 million to the China Railway Construction Corp Ltd (Yuan 2016). In Malaysia, the Mahathir
administration announced the cancellation of the East Coast Rail Link in 2018. The host country was
supposed to compensate the China Communications Construction Company Ltd with USD 5.3 billion
(Ng 2019). In Australia, the host country cancelled Victoria’s two Belt and Road agreements in 2021.
Beijing suspended economic talks with Australia amid tension between the countries (SBS News 2021).
Its move was perceived as a retaliation on top of existing informal economic sanctions on Australia
(Ferguson, Waldron, and Lim 2022).
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assessment of the audience costs that correlated with the business risk in
Myanmar. Case studies in the empirical chapters will present the audience
cost mechanism in response to the ‘audience cost dilemma’.

Table 2: Divergent outcomes of BRI project renegotiations.

Myitsone dam Letpadaung China-Myanmar
copper mine pipelines
High level of audience 4 Ve X
costs (turnout & scope)
Naypyidaw’s intention to 4 v/ v
change the status quo
of the project
Beijing’s recognition of 4 4 X
domestic constraints
Change of status quo v/ 4 X
Project outcome project contract maintenance of
suspension renegotiation status quo

* Phase 1 of the anti-Letpadaung copper mine movement, from March 2012 to
February 2013.

Remarks: BRI projects that are still under negotiations are excluded from the table.
Source: Author’s summary.

Significance

This book, grounded in Myanmar’s 10-year political transition, illustrates
variations in BRI projects’ status. During the Thein Sein administration,
the Myitsone dam was stalled, the Letpadaung copper mine’s contract was
renegotiated, and the China—Myanmar oil pipeline was briefly delayed.
During the Aung San Suu Kyi-led administration, the Kyaukphyu deep sea
port was downsized, and the Yangon new city was unbundled. This process-
tracing analysis of the empirical cases that examines the strategic interaction
among societal actors, Naypyidaw and Beijing secks to contribute to the
BRI scholarship on three fronts.

First, it joins the debate about asymmetric bargaining by underpinning
social resistance as a source of contextual power for the weaker host
country. Conventional wisdom assumes that a state’s bargaining power
corresponds to its state capabilities (Waltz 1986, 1979). A more powerful
state can influence a weaker party through the delivery of threats (negative
inducements) and promises (positive inducements) to achieve a preferred
outcome in a negotiation (Hopmann 1996). This proposition is inadequate
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in explaining why Beijing refrained from pressing Naypyidaw to honour the
contracts in the Myitsone dam case and the Letpadaung copper mine case.
This research also uncovers the signalling effects of the anti-BRI project
movements that strengthened Naypyidaw’s bargaining position in the
disputes, even though societal actors alone could not determine the dispute
outcomes. In connection with the structural power argument, this study
challenges the speculation that the US-Myanmar rapprochement disrupted
the China—Myanmar cooperation. There has been vigorous discussion
about the bandwagoning and hedging behaviour among small and medium
states in Asia, in which development, security and political considerations
have been interwoven (Roy 2005; Goh 2006; Kang 2003; Acharya 2003;
Kuik 2016). Unlike most of its Association of Southeast Asian Nations
(ASEAN) counterparts, there was little doubt about Myanmar’s foreign
policy orientation towards China before 2011. The military regime isolated
by the West had no alternative but to bandwagon China. Under the Thein
Sein administration, Naypyidaw’s defection from BRI cooperation was
often portrayed as the host country’s signal to the West that it was willing to
distance itself from China (Maung Aung Myoe 2015; Fiori and Passeri 2015;
Sun 2012b). Empirical cases in this study, however, find that Naypyidaw did
not consistently derail committed Chinese projects. Naypyidaw’s repression
on protests in the disputes, showed that the transitional government was not
attempting to reorient Sino—Myanmar relations by disrupting the Chinese
projects in the country. An additional consideration is Beijing’s concessions
in the disputes, not only in the form of redistributing gains but also in
their restraint from resorting to coercion. Beijing’s engagement with diverse
societal actors affirmed the hypothesis that domestic actors could constrain
the host country’s diplomatic options.

Second, this research contributes to the Chinese foreign policy literature by
explaining why BRI projects are prone to conflict. The underlying cause of
conflict lies in a distortion of the negotiation sequence theorised by Putnam
(1988). After reaching a tentative agreement at the international level of
negotiation, the negotiator must secure domestic support before signing
the agreement. Otherwise, the political and legal effects of the agreement
will be in question (Haftel and Thompson 2013). Domestic endorsement
of an international agreement is crucial to the legitimacy and stability of the
agreement. Under the repressive military regime in Myanmar, societal actors
were silent over the Chinese development projects, lest the government
punish them. At the time when the political landscape changed, they rose
to challenge the signed agreement. Consequentially, Naypyidaw was caught
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in a dilemma. It had to pay international audience costs — compensating
the Chinese investors for reneging on international obligations — or pay
domestic audience costs — be punished by domestic constituents for failing
their public expectations. Regardless of Naypyidaw’s policy preference,
a bilateral agreement that bypasses societal actors is likely to trigger disputes.

Chinese SOEs’ social and environmental noncompliances also trigger
tension in host countries (e.g. Yeophantong 2015; McDonald, Bosshard,
and Brewer 2009; Economy and Levi 2014; Gonzalez-Vicente 2011).
While some studies point out that SOEs replicate their domestic business
practices to overseas investments (Power, Mohan, and Tan-Mullins 2012),
others argue that they defy Beijing’s foreign policy (Jones and Zeng 2019).
These views downplay Beijings role in BRI implementation (see Liao
2019). In terms of SOEs’ noncompliances in host countries, Beijing could
have used its political and financial levers to rectify violations of Chinese
companies. Yet, there is little evidence that Beijing and its policy banks have
enforced the guidelines to regulate Chinese companies’ overseas business
practices (Liao 2019).

Third, this study explores the BRI’s impacts on China’s international image,
which is vital to its rise. To counter suspicion that China’s grand strategy
aims to weave neighbouring countries into ‘a Sino-centric network of
economic, political, cultural, and security relations’ (Callahan 2016, 226),
Beijing attempts to win the hearts and minds of the developing world by
promising mutual prosperity. President Xi put forward the vision of building
‘a community with a shared future for mankind’ in the first Belt and Road
Forum, organised by Beijing in 2017." In this regard, Beijing wants to be
perceived as a responsible power by delivering international public goods
through the BRI (Fung 2019, Conclusion).

The ‘no-strings-attached” BRI projects are welcomed by political leaders of
the host countries but may encounter pushback from societal actors. In the
wake of repetitive economic setbacks in BRI project implementation in
Myanmar and elsewhere, Beijing has shifted away from its traditional state-
to-state relations and engaged in public diplomacy to gain societal actors’
support for Chinese investments in Myanmar (Transnational Institute

11 The vision to create ‘a prosperous and peaceful community with a shared future for mankind’ is
documented in the Joint Communique of the Leaders Roundtable of the Belt and Road Forum for
International Cooperation (Ministry of Foreign Affairs of the People’s Republic of China 2017a). Zhang
Denghua (2018) observes that Beijing primarily invokes the concept in diplomatic relations with the
developing world because of their shared development trajectory and political values.
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2016; Chan 2020; Gong 2020). The essence of public diplomacy is to
engage with the foreign public through soft power — that is, by attraction
rather than coercion. A sender country’s public diplomacy can only work if
the target state’s public finds its culture, values and foreign policy appealing
(Nye 2008). Beijing has become more proactive in reaching out to non-state
actors and stepping up corporate social responsibility (CSR) programs to
craft a more favourable investment environment for the BRI (Tan-Mullins
2020; He and Tritto 2022; Carrai 2021). Even though BRI projects and
their CSR programs may benefit the local people, considerable Myanmar
societal actors characterised the projects as coercion from the outset.
Resistance to BRI projects was observed not only in Myanmar but also
in China’s other peripheral states. Social opposition to BRI projects has
tarnished China’s responsible power image and could potentially undermine
its foreign policy goals.

Data

In the universe of Chinese investment projects in Myanmar, I adopt
three case selection criteria for the asymmetric bargaining study. First, the
investment project must be concluded out of a bilateral agreement. As such,
jade mining, timber logging, plantation, tourism and so on invested in
by Chinese private firms did not fall into the scope of this study. Second,
the agreement must have been signed and embedded with contractual
obligations. No economic dispute would arise if the project was still under
negotiation. Third, there must be social opposition against the economic
cooperation that triggered the possibilities of agreement renegotiations.
Among a long list of Chinese investment projects in Myanmar, the Myitsone
dam, the Letpadaung copper mine and the China—Myanmar pipelines fit
these criteria. The project renegotiations took place during the Thein Sein
administration. BRI projects, specifically the Kyaukphyu deep sea port and
economic zone, and the Yangon new city project, under negotiations during
the Aung San Suu Kyi-led administration, will also be discussed. However,
invoking the second case selection criteria, contracts of the deep sea port
and the new city have yet to be signed. Arguably, either negotiating party
was entitled to walk away in the negotiations. For this reason, changes in the
project terms would not constitute economic disputes, even though they
could impede Beijing’s honour.
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The evidence was compiled from primary data, including firsthand
interviews, official documents and company reports, and secondary data,
including newspapers and civil society organisation (CSO) publications,
in English, Chinese and Burmese. I conducted over a hundred interviews
in 2015-2017 and in 2019. Most interviews were conducted in Yangon,
Myitkyina, Mandalay, Kyaukphyu, Sittwe and Naypyidaw in Myanmar.
Additional interviews were held in Chiangmai and Bangkok, Thailand.
There was a wide range of stakeholders in movements against the three
BRI projects in this study. Stressing that social opposition to the Chinese
infrastructure projects was the catalyst for changes in signed agreements,
I prioritised villagers affected by the Chinese projects, community-based
organisations and national CSOs as primary target interviewees. To examine
Naypyidaw’s preference over the economic disputes, government officials
and people close to the government, such as members of government-
affiliated think tanks, were approached. In addition, I reached out to the
main opposition parties to understand their positions on the projects because
that could increase or decrease the audience costs. The level of audience
costs is vital to the audience cost mechanism. This study also collected
insights from Chinese companies through interviews, but accessing these
was challenging.

This research surveyed newspaper articles, CSO reports and statements and
other secondary data to supplement the information collected from in-depth
interviews with societal actors. I comprehended Naypyidaw’s preferences
regarding the project outcomes by analysing official statements and state
media reports. Furthermore, Naypyidaw’s protest management was an
indicative factor of its policy preference. Similarly, Beijing’s perception of
the signalling effect of anti-BRI project protests in Myanmar was captured
by statements from the Ministry of Foreign Affairs, the embassy in Yangon,
publications from respective SOEs and state media. Additionally, Beijing’s
public diplomatic efforts in Myanmar showed its eagerness to influence
public opinion on the BRI projects. Therefore, I paid special attention to
SOEs’ CSR activities and Beijing’s public engagement programs, which
aimed to change societal actors’ views. Moreover, I observed CSO activities,
such as report launches and seminars, to enhance my understanding of the
anti-BRI project movements.

Many interviewees consented to reveal their names in this research. This
book anonymises all names to protect interviewees in the post-coup
Myanmar. Codes are assigned to interviewees accordingly. Interviews with
Chinese company staff are coded as (C); journalists as (J); CSO members and
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activists as (N); politicians and think tank analysts as (P); and community
members and workers affected by Chinese projects as (V). The list of
interviewees can be found in the Appendix.

This study does not suggest that other sources of FDI are more benign or
responsible in Myanmar or other parts of the world. Forced displacement,
environmental degradation, child labour, poverty wages, hazardous working
conditions and even conflict minerals have been well-documented in non-
Chinese overseas investments (Ruggie 2013; see also CK Lee 2017). This
book highlights BRI projects in Myanmar because of the puzzling events of
disruption to state-coordinated investments in an asymmetric bargaining
structure. BRI disputes hampered not only Beijing’s economic interests but
also its prestige. This study investigates under what circumstances a weaker
country could defect from signed international agreements. Additionally, it
examines what made a great power offer concessions to the weaker partner
in the disputes. Findings shed light on BRI project stability and societal
actors’ role in international politics. Further research that compares mega
infrastructure projects from different sources of capital in Myanmar can

illuminate the scholarship of the BRI.

Plan of the book

This book consists of seven chapters. Chapter 1 sets the scene for increasing
Sino—Myanmar economic cooperation by outlining their bilateral relations
since the independence of the Union of Burma (renamed as the Republic of
the Union of Myanmar in 1989) and the founding of the People’s Republic
of China (PRC). In 2020, the two countries marked the 70th anniversary of
their diplomatic relations. Although the two countries have used paukphaw
to depict kinship-like relations, Sino-Myanmar ties were characterised by
mutual distrust in the first four decades. The two countries normalised their
relations in the late 1980s. It was not until the 2000s that the convergence of
interests cemented the ties between the two states. China’s SOEs began to set
foot in Myanmar. Beijings assertiveness in reshaping the Western-dominated
global order through the BRI, and Myanmar’s domestic problems, further
fostered economic cooperation between the two countries. Sino—Myanmar
relations had been defined by government-to-government ties. Beijing
paid more attention to public diplomacy amid Myanmar’s reform period.
Societal actors turned into a new group of stakeholders in foreign relations.
Their policy preferences over bilateral cooperation with China could no
longer be ignored and therefore reshaped Sino—Myanmar relations.
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Chapter 2 highlights the signalling effects of societal actors in international
negotiations. Disagreeing with the single-level analysis of international
relations, I draw on the two-level game scholarship in the analysis.
Two-level game theory spells out a sequence of international negotiation:
(1) arriving at a proposed agreement at the international level first,
(2) then seeking ratification at the domestic level. In BRI cooperation,
international agreements had been signed, then opposed by domestic
audience. The signing of an international agreement without domestic
endorsement reversed the bargaining sequence in the two-level game.
As a result, the negotiator faced a dilemma when the international partner
and domestic constituents held different policy preferences. Project
continuation or project discontinuation consequently incurred -either
domestic audience costs or international audience costs. Existing studies
have barely interrogated this new bargaining context. Furthermore, I build
on Weeks' (2008) audience cost model for authoritarian states, and develop
an audience cost mechanism that explains how audience costs changed
the course of events in the Sino-Myanmar economic cooperation when the
host country underwent its political transition. My audience cost model
measures the strength of opposition to BRI projects by the protest turnouts
and geographical scope of actions, in order to assess the domestic audience
costs to be paid by Naypyidaw.

Chapter 3 through Chapter 5 exhibit variations in project outcomes in the
wake of movements that challenged BRI projects during the Thein Sein
administration, 2011-2016. The dispute settlement is the synthesis of
audience costs, Naypyidaw’s diplomatic intention and Beijing’s acceptance of
signals sent by Naypyidaw. The anti-Myitsone dam campaign in Chapter 3
attributes the project suspension to the alignment of domestic preference
and Naypyidaw’s diplomatic objective. Anti-dam cultural events successfully
mobilised nationwide support to stop the project. The first major social
movement that amassed nationwide support compelled President Thein
Sein to shelve the project in the early phase of the transition. The fact that
Beijing refrained from coercing Naypyidaw to restart the dam signified its
recognition of its counterpart’s domestic constraints.

Chapter 4 highlights Naypyidaw’s success in capitalising on social opposition
to the Letpadaung copper mine to renegotiate gains with Beijing. Contrary
to the Myitsone dam dispute, Naypyidaw signalled its commitment to
implement the copper mine project by repressing protests. It forwent
legitimacy to mend ties with Beijing. Naypyidaw demanded Beijing’s
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concessions in the project to allay the anti-mining sentiment. The revised
contract in Myanmar’s favour affirmed that public outcry could strengthen
Naypyidaw’s bargaining position. The case also highlights how Aung San
Suu Kyi influenced the level of audience costs in the controversy.

Opposition to the China—Myanmar oil and gas pipelines, discussed in
Chapter 5, shows that the level of audience costs is essential in activating
the two-level game negotiation in a signed agreement. The anti-pipeline
campaign, supported by transnational activism, was unable to translate
international moral pressure into the domestic oppositions advantage.
Owing to a divergent agenda in the transnational movement and a lack of
influential allies in central Myanmar, resistance to the pipelines was weak.
In spite of Naypyidaw’s intention to renegotiate the profit-sharing agreement
in the oil pipeline, a low level of audience costs could not motivate Beijing
to offer concessions to Naypyidaw. Beijing stood firm till the end of Thein
Sein’s tenure.

Chapter 6 analyses the implementation of BRI projects under the Aung
San Suu Kyi-led government, 2016-2021. The former opposition leader
was critical of FDI projects signed by her predecessor. Surprisingly, more
BRI projects were concluded during her leadership. The chapter examines
whether a more democratic government would improve FDI transparency.
It focuses on negotiations of the Kyaukphyu deep sea port and the
Yangon new city. Even though these development plans were revisited by
Naypyidaw, the government did not encounter audience cost dilemma, as
the contracts have not yet been concluded. In the light of the unsettled
Myitsone dam dispute, Beijing often demanded Naypyidaw restart the
project. Interestingly, the Aung San Suu Kyi-led government, with strong
domestic support, could not keep the anti-dam sentiment at bay. To date,
the Myitsone dam has remained stalled.

Chapter 7 summarises the book’s findings and explores the regional
implications of the audience cost dilemma for BRI projects beyond
Myanmar. It explains when and how social opposition can affect the status
quo of bilateral economic cooperation outcomes. Meanwhile, it examines
BRI projects’ effectiveness in constructing an image of a responsible power
for China. Project disruption in Myanmar not only caused SOEs” economic
loss, but also undermined Chinas external environment. The post-coup
situation in Myanmar further poses uncertainties to BRI projects. Beijing
is cautious about current BRI projects’ stability on the one hand, and
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prospective projects’ risks on the other hand. Furthermore, the chapter
offers broader implications of BRI disputes in other Chinas peripheral
states. Beyond Myanmar, project disruption in the wake of social opposition
in Cambodia, Sri Lanka, Pakistan and Kenya affirms the signalling effect of
anti-BRI project protests in renegotiations between the home country and
respective host countries in an asymmetric bargaining structure.



1

Myanmar’s Societal Actors
in Paukphaw Relations

The Belt and Road Initiative (BRI) aims to expand China’s economic, and
possibly political, influence and advance the rising power’s international
standing. Beijing cannot achieve its global ambition alone. Partnerships
with countries along the BRI help to elevate economic relations to political
and security ties. A favourable external environment is conducive to China’s
rise (Yan 2014). To this end, a convergence of interests between China and
the host countries is vital. In President Xi Jinping’s (2015a) own words:
‘[the BRI] will be a real chorus comprising all countries along the routes,
not a solo for China itself.” By the same token, the China—Myanmar
Economic Corridor (CMEC), which is an indispensable component of the
BRI, rooted in mutual benefits defined by the two countries. Naypyidaw
certainly sought gains from the cooperation. However, Myanmar’s societal
actors weighed in with their interpretation of a project’s costs and benefits
when political space opened up in the 2010s.

Despite the paukphaw framing, Sino-Burmese/Myanmar relations have
been interwoven by pragmatic interests across decades. Naypyidaw has
counted on Beijing’s diplomatic and financial support to shun international
pressure (Turnell 2011; Min Zin 2010). Meanwhile, Beijing has also
eyed the neighbouring country’s natural resources and strategic location
to sustain its economic growth and expand its geopolitical influence
(Steinberg and Fan 2012). In January 2020, China and Myanmar
celebrated the 70th anniversary of their diplomatic ties. Chinese President
Xi even paid a two-day state visit to the neighbouring country, indicating
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Myanmar’s significance to Beijing. Specifically, Xi sought to accelerate the
implementation of the CMEC. More infrastructure agreements were signed
between the two countries.

Myanmar’s foreign relations experienced drastic change amid the country’s
democratisation. State interests were still largely defined by the Thein Sein
administration and subsequently the National League for Democracy
(NLD)-led administration, despite state—society relations being reset.
Societal actors, however, were no longer silenced in domestic politics and
foreign policy. Although they usually paid less attention to foreign policy
compared to public policy, they had incentives to speak out about mega
bilateral development projects (see Simmons 2014). They cared about not
only economic benefits but also transparency and fairness in the projects.
With the change in the political landscape, societal actors were motivated
to influence state-coordinated investments. Their acceptance had tangible
impacts on bilateral economic agreements. Responses from Naypyidaw and
Beijing to protests against BRI projects affirmed this proposition.

This chapter discusses the role of societal actors in Sino—Myanmar
relations, which affected the implementation of BRI projects. It first gives
an overview of China’s policy goals in the BRI. The grand strategy aims
to build a China-centric world order which is pivotal to the rising power’s
prestige. It also underscores the strategic calculation of host countries in
joining the BRI. The second section outlines Sino—Myanmar economic
cooperation, including the deepening BRI cooperation, in the reform
years. Given that cordial bilateral relations laid the foundations for closer
economic ties, the section reviews Sino—Myanmar relations since the two
countries established diplomatic ties. After a long period of mutual hostility,
pragmatic interests bound the two countries together in the final years of
military rule and through the political transition. The chapter then turns to
societal actors” influence on BRI cooperation in the reform period. Societal
actors were excluded in paukphaw relations traditionally. The revival of civil
society in Myanmar not only transformed principal-agent relations but also
influenced state-to-state economic cooperation.

Belt and Road and China’s dream

The BRI has manifested a new phase of China’s rise. President Xi’s signature
international strategy has been tied to his legacy (Deng 2018; Freymann
2021). Xi has been perceived as the most powerful leader of the People’s
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Republic of China (PRC) since Chairman Mao Zedong (MacFarquhar
2016; Campbell 2017). Upon his assumption of the positions of the Chinese
Communist Party’s (CCP) General Secretary in 2012 and subsequently the
PRC’s President in 2013, Xi has consolidated power in domestic governance
and projected ambition in international politics (Pei 2018; Li 2019; Tsang
2019). Internally, Xi has chaired the key leading small groups to guide and
coordinate policy directions, especially on security and foreign policies
(Lampton 2015). The most evident sign of Xi’s unprecedented status was
his third presidential term, which aborted the two-term limit set in the
constitution (Campbell 2018). Externally, Xi’s ‘strive for achievement’ (fenfa
youwei) was a stark contrast to former leader Deng Xiaoping’s ‘keeping a
low profile’ (taoguang yanhui) foreign policy guidance (Yan 2014; Serensen
2015)." Besides the promulgation of the BRI, Beijing has behaved more
assertively in international politics on all fronts. On the economic front,
it has increasingly rendered economic statecraft to achieve its political and
security goals. On the one hand, it has sent carrots to build ties with like-
minded Global South countries through aid and investments (Piccone
2018; Smith 2021). On the other hand, it has been more willing to deploy
sticks to coerce Taiwan (Lai 2022), and even South Korea and Australia, by
informal sanctions (Lim, Ferguson, and Bishop 2020; Paradise 2022; cf. Goh
2014).2 On the security front, it has moved quickly to claim much of the
disputed waters in the South China Sea and constructed artificial islands.
Moreover, it opened its first overseas military base in Djibouti in 2017
(Chubb 2019). On the diplomatic front, Beijing’s ‘wolf warrior diplomacy™
has supplemented its soft power (Gill 2020) and sharp power (Walker 2018;
Diamond 2021). On the global governance front, it has been keen to pursue
its national interests by engaging in international organisations, especially
the United Nations (UN). Beijing has been proactively filling the leadership
vacuum by capitalising on the Donald Trump administration’s withdrawal
from international organisations (Fung and Lam 2021).

1 Then Chinese leader Deng Xiaoping (1994, 311) laid out famous foreign policy guidance: ‘observe
calmly; secure our footing; cope with changes with confidence; hide our capabilities and bide our time;
skilfully keep a low profile; never claim leadership’ (see also Deng 2008, 41).

2 China has been engaging in ‘chequebook diplomacy’ to induce Taiwan’s international allies to shift
diplomatic ties (Shattuck 2020; see also Zhang and Smith 2017). At the same time, it has imposed trade
and tourist bans on Taiwan to coerce the island to change its policy towards China (Lai 2022). Beijing
perceived that South Korea’s terminal high-altitude area defence missile system would threaten its
security and therefore imposed informal economic sanctions on its neighbour in 2016-2017 (Lim and
Ferguson 2021). Beijing adopted similar measures towards Australia when Sino—Australia relations
turned to a low point during the Morrison administration (Ferguson, Waldron, and Lim 2022).

3 Chinese ambassador to France Lu Shaye claimed that he was proud to be named a ‘wolf warrior’ in

the face of attacks on China by ‘mad dogs” (Yusha Zhao 2021).
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The BRI is vital to materialise Beijing’s domestic and foreign policy visions.
The grand strategy has been omnipresent in China’s domestic and foreign
policies. At the CCP’s 19th National Congress in 2017, General Secretary
Xi (2017b) held that the party should:

pursue the Belt and Road Initiative as a priority ... we hope to
make new ground in opening China further through links running
eastward and westward, across land and over sea.

The initiative was incorporated into the CCP’s constitution (Xinhua 2017),
signifying the prominence of the Xi-led policy. In domestic politics, the BRI
works to achieve the ‘Chinese dream of national rejuvenation’ envisioned
by Xi. Recalling a century of humiliation inflicted by imperialist powers,
Xi has appealed to nationals that the revived Chinese nation would ‘stand
more firmly and powerfully among all nations around the world’” (Xinhua
2012b). Beijing frequently called the initiative the 21st-Century Silk Road
Economic Belt and the 21st-Century Maritime Silk Road. The BRI that
recalled China’s past glory could unite nationals (Gan and Mao 2016).
Economic growth has been essential to the CCP’s legitimacy and China’s
social stability (Ye 2020; Zhang 2018). Some scholars depict the BRI as
a ‘spatial fix strategy to boost China’s economy by two means.* First, a
reduction in spatial barriers could facilitate the flow of Chinese capital and
commodities (Summers 2016; Sum 2019). Second, project loans that tie
up with Chinese contractual services serve as a stimulus package to address
domestic economic slowdown and industrial overcapacity (Wang 2016;
Magaes 2018).

In international politics, the BRI aims to reshape the global order
(Ikenberry 2018; Deng 2014; Callahan 2016), or at least the regional order
(Chong 2021; see also Gong 2019). China has been discontented with
its international standing in the Western-dominated world system (Deng
2008), rooted in free trade, multilateral institutions, democracy and liberal
values (Moravesik 1997; Acharya 2017). Economic isolation imposed by
the West and the Soviet Union in the Cold War also made Beijing realise
the importance of economic statecraft (Reilly 2021). The BRI is considered
as a new institution that transforms China from a ‘norm-taker’ into a
‘norm-maker’. Beijing aspires to leverage a deepening and asymmetric
interdependence embedded in the BRI to advance its economic, political
and security goals (Pu 2016; Zhang and Buzan 2020; Magées 2018).

4 The term ‘spatial fix’ was first used by David Harvey (2001) to describe capitalism’s geographic
expansion to cope with overaccumulation crises.
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There has been suspicion that the BRI not only encourages non-transparent
bilateral loans (Dreher et al. 2022; Deng 2021), but also contests universal
human rights and promotes authoritarianism (see Zhao 2020, 320;
Hameiri and Jones 2021, Ch. 4). To allay international perception of the
‘China threat’ (Yan 2014; Deng 2014), Beijing portrays the initiative as an
international public good (Xi 2022). President Xi (2015b; 2017a) promotes
the idea of ‘a community with a shared future for mankind’, which pledges
shared benefits, inclusiveness and mutual respect. Beijing assures the BRI
countries that bilateral economic cooperation is based on harmony and
peaceful coexistence (Zhou and Esteban 2018, 501).% In the light of pushback
from host countries, Beijing promises high-quality BRI cooperation that
delivers high-quality infrastructure for sustainable and people-centred
development (Xinhua 2021c¢). Apparently, Beijing yearns for a responsible
power status (Zhang 2018; Jones and Zeng 2019; Wang 2017) despite the
fact that it is an autocracy (Fung and Lam 2021). Respective host country
governments agree that BRI agreements can boost domestic development
and their performance legitimacy. It is worth examining whether local
people wholeheartedly embrace Beijing’s shared community narrative.

BRI projects are largely state-coordinated investments with Beijings
substantial political and financial backing. The signing of BRI agreements has
had high-level facilitation (Deng 2021).° The socialist country with Chinese
characteristics has become a champion of an alternative globalisation. Beijing
hosted two Belt and Road forums in 2017 and 2019 respectively to advance
the vision. The attendance by world leaders and the signing of hundreds of
agreements in the events bolstered China’s prestige. Beijing also used regional
organisations’ and UN special agencies® to promote the initiative. It was
widely perceived that the Asian Infrastructure Investment Bank and the

5 After manifesting the rise of China in 2003, Chinese President Hu Jintao downplayed the country’s
status, describing its peaceful rise and later on peaceful development to dissuade the impression of China
as a revisionist state (Cheng 2016, 165; Zhang 2018).

6 To date, there is no official list of BRI projects. Many private companies have capitalised on
Beijing’s loosely defined grand strategy to seck loans for their investments (Freymann 2021, Ch. 4).
The Shwe Kokko special economic zone, which was involved in gambling, online scams and human
trafficking, was also claimed by the Chinese investors to be a BRI project.

7 For instance, the Asia-Pacific Economic Cooperation, the Forum on China—Africa Cooperation,
the China—Arab States Cooperation Forum, the Association of Southeast Asian Nations, and the
Shanghai Cooperation Organization.

8  The United Nations Peace and Development Trust Fund, that advises the UN Secretary-General
which projects to fund, is one of the platforms Beijing can leverage to promote the BRI. Beijing is the
sole financial contributor to the fund (Fung and Lam 2021). Four out of five of the fund’s steering
committee members are Chinese officials. Under-Secretary-General for Economic and Social Affairs Liu
Zhenmin also used his position to promote the initiative.

29



30

DEFYING BEIJING

Silk Road Fund were meant to finance the BRI projects. In reality, Chinese
policy banks, including the China Development Bank (CDB) and the China
Export-Import Bank (Exim Bank), have been the main financiers of the
BRI. A study shows that the CDB and the Exim Bank have accounted for
31.5 per cent and 40 per cent of loans for BRI countries, respectively, as of
2018 (Liu, Zhang, and Xiong 2020, 140). The BRI has developed rapidly
with highly centralised and coordinated efforts by state and non-state actors
in China (cf. Jones and Zeng 2019; Manuel 2019; Ye 2020). With Beijing’s
all-in commitment’ to the grand strategy (Deng 2021, 739), over 6,000
projects have been concluded by 2017 (State-owned Assets Supervision and
Administration Commission of the State Council 2019).” BRI projects have
predominately been implemented in China’s peripheral region (Reeves 2016;
Summers 2021). To date, the four economic corridors that connect China
to immediate neighbours, including (1) Mongolia and Russia; (2) Pakistan;
(3) Myanmar, India and Bangladesh; and (4) Southeast Asian countries, are
among BRI’s strategic components.

The BRI has strategic value, economically and politically, to China.
It is bewildering that a few projects were disrupted amid Myanmar’s
democratisation. Building on a voluminous literature that analyses BRI’s
implications for the existing global order, studies investigate host countries’
responses to the BRI burgeon (e.g. Calabrese and Cao 2021; Oliveira
et al. 2020; Kuik 2021b). In any bilateral agreement, both parties must
obtain net gains in cooperation. Otherwise, no agreement can be reached.
Small and medium states should not simply be regarded as passive targets
in asymmetric BRI cooperation (Ba 2019; Lampton, Ho, and Kuik
2020). They do not automatically accept Beijing’s narrative and commit
to agreements without weighing benefits against costs. Chen (2018)
highlights BRI countries’ agency in bilateral cooperation. Their enthusiasm
or scepticism about the China-backed initiative depends on their policy
priorities, such as economic growth and security (see also Blanchard 2018;
Liao and Dang 2020). Numerous host countries from the developing world
are impressed by China, which shares similar development trajectories and
political values with them (Zhang 2018). Oh (2018) further stresses that BRI
countries can obtain bargaining leverage in negotiations with China because
of their ‘fallback position’; that is, a cost-free consequence of reaching no
agreement. Furthermore, Reeves (20106) articulates increasing concerns over

9 The State-owned Assets Supervision and Administration Commission of the State Council (2019)
reported that state-owned enterprises had undertaken 3,116 projects, roughly half of the total projects,
along the Belt and Road.
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insecurity in BRI countries, for instance, erosion of state legitimacy (see also
Freymann 2021) and growth of social discontent due to the home country’s
intervention in domestic institutions (Fung et al. 2022). O’Neill (2014a, b)
investigates negotiations between Beijing and authoritarian states’ ruling
elite in BRI cooperation (see also Hameiri and Jones 2021, Ch. 4). These
studies demonstrate that domestic politics in specific countries is at play in
BRI cooperation, yet societal actors’ roles have been overlooked. This book
fills this gap by examining the impacts of societal actors’ policy preferences
on changing international outcomes in BRI cooperation. In addition,
it answers the puzzle of Beijing’s accommodation in economic disputes
caused by societal actors’ pushback.

Sino—-Myanmar economic cooperation

Myanmar has been a staunch supporter of the BRI. Despite the paukphaw
framing, it was a myth that bilateral economic cooperation has been strong
since both sides established diplomatic ties. Sino—Burmese/Myanmar
relations have always been based on pragmatic considerations and respective
state interests. The two neighbouring countries had complicated relations
in the pre-reform period. After a decade of friendship, the nominally
paukphaw relations were characterised by animosity in the 1960s—1980s.
Sino-Myanmar ties only transformed from hostility into asymmetric
interdependence in the late 1980s. Chinese foreign direct investment (FDI)
in Myanmar peaked in 2010 after signing major BRI project agreements.
Myanmar’s political transition in 2011-2021 sparked speculation over an
reorientation of Sino—Myanmar relations. Although Naypyidaw was eager to
diversify foreign relations, domestic politics fostered closer Sino—Myanmar
economic cooperation during the reform period. No matter ups and downs
in state-to-state relations, Beijing’s ties with the military junta and ethnic
armed organisations (EAQOs) have sowed the seeds of social actors’ distrust
of Chinese investments, which contributed to the instability of BRI projects
in Myanmar.

Wobbly paukphaw relations, the 1950s-1990s

Taking account of China’s enormous size, population, military power and
economic clout, Myanmar has always been mindful of how to live with its
immediate neighbour (Lanteigne 2019). The Union of Burma (renamed as
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Myanmar by the military junta in 1989)'° gained independence from British
colonisation in 1948. In 1949, the CCP toppled the Kuomintang (KMT or
Chinese Nationalist Party) government and formed the PRC. Burma was
the first non-communist country to establish diplomatic ties with the PRC
in 1950 (Fan 2012, 234). Their bilateral relations were established based on
equality, mutual benefits and mutual respect for sovereignty and territorial
integrity. These were later consolidated in the ‘Five Principles of Peaceful
Coexistence’ in 1954 (Xi 2014)."

In the early years of Sino—Burmese relations, frequent bilateral visits implied
personal friendship between leaders. Notwithstanding hurdles caused by
the KMT troops'® and the territorial disputes,' the two sides could settle
these controversies peacefully (see Maung Aung Myoe 2011, Ch. 2). After
a decade of harmony, Sino—Burmese relations deteriorated rapidly after
the coup in Burma. In 1962, a military coup overthrew parliamentary
democracy in Burma. The self-proclaimed socialist regime led by Ne Win’s
Burma Socialist Programme Party (BSPP) soon clashed with Beijing over
the Vietnam War'* and then the Cultural Revolution."” Paukphaw ties
reached a low point. Beijing reneged on its promise that it would not export
revolution. It supported the Burma Communist Party (BCP), not only
with telecommunication facilities, propaganda dissemination and road

10 In June 1989, the Tatmadaw’s State Law and Order Restoration Council (SLORC) changed the
country’s name from Burma to Myanmar. Similarly, it changed the names of cities and administrative
regions. For example, Rangoon was renamed as Yangon, Irrawaddy Division was renamed as Ayeyarwady
Division, Magwe Division was renamed as Magway Division, Pegu Division was renamed as Bago
Division, Tenasserim Division was renamed as Tanintharyi Division, Arakan State was renamed as
Rakhine State, Karen State was renamed as Kayin State, and Karenni State was renamed as Kayah State.
11 The ‘Five Principles of Mutual Coexistence’ are: mutual respect for sovereignty and territorial
integrity, mutual non-aggression, noninterference in each other’s internal affairs, equality and mutual
benefit, and peaceful coexistence. The principles were jointly developed by China, India and Burma in
1953-1954. The Bandung Conference in 1955 and the non-alignment movements that emerged in the
1960s also adopted these principles in governing international relations (Xi 2014).

12 After the founding of the PRC, around 12,000-16,000 of the defeated KMT troops fled to Burma’s
Shan State. Burma’s sovereignty would be infringed if the PRC’s People’s Liberation Army (PLA) chased
after the KMT on Burmese soil. The tension only abated after the United States evacuated the KMT
forces out of Burma in 1961 (Charney 2009, 79-80; Han 2019, Ch. 3).

13 Initially, the disputed territories claimed by Beijing and Rangoon varied between 10,000 km? and
18,000 km?. Ultimately, Beijing only claimed 18 per cent of the disputed territory in 1960 (Shen and
Lovell 2015, 102; Maung Aung Myoe 2011, 40-51).

14 CCP Chairman Mao Zedong received Ne Win in China in 1965. Mao underscored that the
Vietnam War was a worldwide struggle against colonialism. Yet, Ne Win refused to display socialist
solidarity (Huang and Shih 2014, 112-13; Maung Aung Myoe 2011, 58-63).

15  The feverish Cultural Revolution in China spilled over into Burma. Ne Win clamped down on
the Cultural Revolution in the country. Anti-Chinese riots broke out in June 1967. Over 30 Chinese
were murdered, including a Chinese embassy’s technician. Beijing accused their Burmese counterpart

of manipulating the attacks (Maung Aung Myoe 2011, 67-69; Fan 2012; Han 2019, Ch. 5).
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construction, but also arms supplies and military training (Fan 2012;
Maung Aung Myoe 2011, 75-89). Sino—Burmese relations normalised after
the leadership change in the PRC. Chairman Mao passed away in 1976.
Deng Xiaoping rose to power two years later. Chinese foreign policy, as well
as domestic policy, have been guided by pragmatism since then (Steinberg
and Fan 2012, 309; Reilly 2013, 145). Weighing Burma’s geopolitical value
to China, Beijing gradually withdrew support for the BCP' in the 1980s to
mend ties with Rangoon'” (Maung Aung Myoe 2011, 89).

Domestic political crises and international opprobrium faced by China
and Burma in the late 1980s inadvertently improved Sino—Burmese/
Myanmar relations. The 1988 Uprising in Burma was mirrored by the 1989
pro-democracy movement in China. Both ended in bloodshed.'® Shared
principles of national sovereignty and noninterference in domestic affairs
cemented paukphaw ties (Holliday 2009, 489). The State Law and Order
Restoration Council (SLORC, 1988—-1997), later renamed the State Peace
and Development Council (SPDC, 1997-2011), ousted the BSPP in the
1988 coup. It held multiparty elections in 1990, the first parliamentary
elections since 1962. The Aung San Suu Kyi-led NLD won by a landslide
in the elections. The SLORC refused to honour the electoral results and
intensified political repression. To pressure the military junta for political
change, the United States and its allies imposed several rounds of economic
sanctions on Myanmar."” New investments in the country were prohibited.
Tougher sanctions were imposed in 2003 after Aung San Suu Kyi and her
supporters were violently attacked by pro-government mobs.”® Trade and
banking transactions with Myanmar were banned (Martin 2013; Holliday
2011, Ch. 5).

16 It wasalleged that the armed groups in Wa and Kokang were separated from the Burma Communist
Party in the 1980s. They maintain a close but unofficial relationship with China (Sun 2017, 3; Lintner
2015).

17 Rangoon, then Yangon, was the capital of Burma/Myanmar before the State Peace and Development
Council (SPDC) moved the capital to Naypyidaw in November 2005.

18  Deep-seated political and economic frustration ignited the pro-democracy movement on 8 August
1988 in Burma. The six-week 1988 Uprising was repressed by the State Law and Order Restoration
Council (SLORC) in September. At least 3,000 people were killed through the uprising. Some even
estimated the death tolls at 10,000 (Charney 2009, 148-61; Fink 2009, Ch. 3). In parallel, a nationwide
pro-democracy movement in China was also suppressed by the PLA in 1989. Red Cross China once
revealed that at least 2,600 people died but retracted its estimate later (Frontline 2006; Amnesty
International 2015a).

19  The SLORC changed the country’s name from Burma to Myanmar in 1989. See footnote 10.

20 Aung San Suu Kyi and her supporters were attacked by thugs during her trip to Depayin, Sagaing
Division, in May 2003. Seventy people died, while many others were injured in the incident (Zarni
Mann 2020).
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Economic ties ahead of the political transition

Some scholars argue that international pressure unwittingly pushed
Myanmar towards China (Min Zin 2010; Reilly 2013). Nevertheless,
depicting Sino—Myanmar ties as ‘patron—client’ relations is inaccurate
(Zhao 2011a; Huang 2015). Chinese investments in Burma/Myanmar were
insignificant until the late 2000s. China’s FDI to Myanmar was recorded
at USD 2 million only in 2006 (ASEAN Secretariat 2015).*' Chinese
investments started shooting up in 2007. In January 2007, the United States
and the United Kingdom tabled a draft resolution at the United Nations
Security Council (UNSC).* Both claimed that the situation in Myanmar
was a threat to regional peace. China and Russia jointly vetoed the draft
resolution (United Nations Security Council 2007).

The SLORC/SPDC inevitably relied on Beijing’s economic and political
support as Western intervention mounted. Beijing’s diplomatic protection,
however, was ‘not entirely cost-free’ (Haacke 2016, 6). China’s natural
resources demand soared in the course of economic reform. Its neighbour,
Myanmar, had become a convenient source of minerals, natural gas,
hydropower, timber and so on. Beijing has also sought to utilise Myanmar’s
geographical location to access the Indian Ocean (Sun 2012b). An alignment
of interests between Naypyidaw and Beijing deepened Sino—Myanmar
economic cooperation. More Chinese capital flowed to Myanmar in
subsequent years. Chinese FDI in Myanmar amounted to USD 349 million
(or48.8 per cent of the host country’s overall FDI) in 2007, USD 349 million
(35.8 per cent) in 2008 and USD 371 million (38.5 per cent) in 2009
(ASEAN Secretariat 2018). Chinese FDI in Myanmar skyrocketed in 2010
following the signing of agreements for the Myitsone dam, the Letpadaung
copper mine and the China—Myanmar oil and gas pipelines in 2009-
2010. These projects were negotiated without Myanmar societal actors’
endorsement. Chinese investments in Myanmar were recorded at a new

high at USD 1.52 billion (67.6 per cent) (ASEAN Secretariat 2018). These

21  ASEAN Secretariat (2016) reported that Myanmars FDI was recorded at USD 428 million in
2006, of which USD 2 million was from China. Data obtained from the ASEAN Secretariat by email
communication also showed that Hong Kong’s FDI in Myanmar amounted to USD 54.4 million in
the same year. The data differed from the FDI approved by Myanmar’s Directorate of Investment and
Company Administration, which might decrease or increase in the course of project implementation.
It was reported that all three Chinese state-owned oil and gas companies — China National Petroleum
Corporation (CNPC), Sinopec and China National Offshore Oil Corporation — were involved in onshore
and offshore oil and natural gas projects in Myanmar in the 2000s (Earth Rights International 2008).

22 The draft resolution called on the Myanmar government to stop the military offensive against
civilians in ethnic states, enter into a political dialogue with the opposition and release all political
prisoners, including Aung San Suu Kyi (United Nations Security Council 2007).
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data have not yet included Hong Kong’s investments in Myanmar, which
were possibly linked to Chinese state-owned enterprises’ (SOE) projects in
the host country (see Figure 1.1).%

Since the 1990s, US policy on Myanmar has been dominated by human
rights concerns. Under the Obama administration, Washington rolled out
the pivot to Asia policy. President Barack Obama’s pragmatic engagement
with the SPDC starkly contrasted with the isolation policy of his predecessor,
President George W Bush (Clapp 2010). The drastic foreign policy shift
demonstrated that Washington took strategic interests into account while
promoting universal values (Campbell and Andrews 2013). Following the
dissolution of the SPDC and the release of Aung San Suu Kyi, Obama visited
Myanmar in November 2012. The normalisation of US-Myanmar relations
ignited debates on Naypyidaw’s foreign policy reorientation. Bordering with
China, Naypyidaw has always been mindful of maintaining cordial relations
with Beijing. Naypyidaw trod a fine line between strengthening ties with
the West but not upsetting its giant neighbour during the reform period.

Figure 1.1: China’s FDI in Myanmar, 1995-2018.

Note: The Association of Southeast Asian Nations (ASEAN) has stopped reporting
FDI in Myanmar from Hong Kong and China since 2016 and 2019 respectively.

Source: Data compiled from ASEAN statistical yearbooks (2005, 2015, 2019).

23 Sometimes, Chinese investments in Myanmar were channelled through Hong Kong. For instance,
the China-Myanmar oil and gas pipelines are operated by two international consortiums led by CNPC.
Both joint ventures were registered in Hong Kong (China National Petroleum Corporation 2017).
Likewise, the Chinese investor of the Letpadaung copper mine, Myanmar Wanbao Mining, was also
registered in Hong Kong (Amnesty International 2015b).
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Economic cooperation during the political transition

In August 2003, the junta announced a seven-step roadmap to a
disciplined democracy, including drafting a new constitution* and holding
parliamentary elections.” Aung San Suu Kyi was finally released after the
military-backed Union Solidarity and Development Party (USDP) swept
most seats in the 2010 elections. The SPDC dissolved and handed over
power to the nominally civilian government headed by President Thein
Sein, the prime minister of the previous regime.”® Thein Sein took the
presidency on 30 March 2011. Within two months after assuming power,
he visited China, in May 2011. He underscored that diplomatic ties with
China were ‘the closest and most important’ for Myanmar (Xinhua 2011b).
Assuming the transitional government led by Thein Sein would not deviate
from its predecessor’s foreign policy, Beijing signed the ‘comprehensive
strategic cooperative partnership’ agreement with Naypyidaw that signified
an upgrade of bilateral relations (Xinhua 2011b; Dossi and Gabusi 2022).
Surprisingly, the Myitsone dam was unilaterally shelved by Thein Sein in
September 2011. The Letpadaung copper mine was temporarily suspended
in November 2012. It was only resumed under a revised contract in the
following year. The China—Myanmar oil pipeline was shortly delayed due
to Naypyidaw’s request for gains redistribution. The project finally entered
into operation in 2017 after completing construction in 2014.

Some perceived that Chinese economic setbacks marked Naypyidaw’s
shift in foreign policy.”” Moreover, some even attributed these to the US—
Myanmar rapprochement (Harrington 2012; Sun 2012b). In subsequent
years, Chinese investments plummeted significantly. In 2011, Chinese
FDI to Myanmar was reported at USD 671 million (ASEAN Secretariat
2018), down from USD 1.52 billion in the previous year. Nevertheless,
the two countries continued negotiating bilateral economic agreements.
In December 2015, the outgoing Thein Sein administration awarded the

24 The constitutional referendum was held a week after the catastrophic Cyclone Nargis in May 2008.
The turnout was reported at 98 per cent, in which 92 per cent of voters voted in favour (Holliday 2011,
82). The credibility of the referendum was in question.

25 Ban Ki-moon, then UN Secretary-General, commented that the elections in Myanmar were
‘held in conditions that were insufficiently inclusive, participatory and transparent’ (United Nations
Secretary-General Ban Ki-moon 2010). In addition, the National League for Democracy, the leading
opposition party, boycotted the elections.

26  For the debate on Myanmar’s democratisation, see Morten Pedersen (2014), Renaud Egreteau
(2016), Roman David and Ian Holliday (2018, Ch. 3) and Roger Lee Huang (2020).

27  Additionally, a Memorandum of Understanding (MOU) of the Kunming—Kyaukphyu high-speed
railway that was signed in April 2011 (Xinhua 2011a) expired in April 2014.
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Kyaukphyu special economic zone (SEZ) project to the CITIC Group,
a Chinese SOE. After taking power in 2016, State Counsellor Aung San
Suu Kyi, who championed transparency and accountability in governance,
even fostered closer economic cooperation with China compared to the
previous government.

In the reform period, Naypyidaw built ties with other Western and regional
powers, but it never intended to distance itself from Beijing (Haacke 2012;
Lanteigne 2019). Both Thein Sein and Aung San Suu Kyi conceded that
Beijing’s support was pivotal in Myanmar’s peace process and Rohingya
crisis.” After Burma gained independence, the country descended into civil
wars. Beijing’s relationship with Burma/Myanmar’s EAOs has impeded
the paukphaw ties. Even though Beijing cut support for the BCP in the
late 1980s, it has maintained engagement with the United Wa State Army
(UWSA) and the Myanmar National Democratic Alliance Army (MNDAA).
UWSA and MNDAA were situated in ethnic Chinese-dominated Wa and
Kokang regions respectively (Perlez and Wai Moe 2016). Private actors in
China’s Yunnan province were accused of supporting EAOs financially and
militarily (Sun 2017; USIP China Myanmar Senior Study Group 2018).
Naypyidaw considered Beijing an influential player in the country’s national
ceasefire agreement. Through the 2010s, Beijing played the facilitator role
in negotiations between Naypyidaw and EAOs (Li 2020; USIP China
Myanmar Senior Study Group 2018).

To dispel Beijing’s worries that the Nobel Peace Prize laureate might tilt to
the West and undermine its geopolitical interests, the Aung San Suu Kyi-
led administration signalled its commitment to the paukphaw relations at
the cost of its reputation. Before taking office, Aung San Suu Kyi insisted
that she has always been a politician instead of human rights defender
(Democratic Voice of Burma 2013). After taking office, her administration
offered unequivocal support for Beijing’s policy on Hong Kong and Xinjiang.
Myanmar joined dozens of countries to support Beijing’s enactment of the
national security law in Hong Kong (Xinhua 2020) that posed threats to
civil and political rights (Shamdasani 2022). Likewise, her administration
praised China’s policy to counter terrorism and extremism in Xinjiang, in
the wake of the West’s criticism of Beijing’s treatment of Uyghurs (Putz
2020). In the maritime disputes over the South China Sea, China has had
territorial disputes with Vietnam, the Philippines, Malaysia, Brunei and

28  For the legal status of Rohingyas in Myanmar, see footnote 4 of the introductory chapter.
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Taiwan (see Song and Fabinyi 2022). Naypyidaw did not stand with its
Association of Southeast Asian Nations (ASEAN) neighbours. In response
to the ruling by the international tribunal on the disputed waters, which
was welcomed by Washington and its allies, it called for restraint and
negotiations (Ministry of Foreign Affairs of the Union of Myanmar 2016).
Its position was appreciated by Beijing.

The Rohingya crisis in 2017 further redefined diplomatic relations between
Naypyidaw and the West during the reform period (Passeri 2021; Han
2021; Dossi and Gabusi 2022). Beijing’s position in the crisis, contrasted
with the West’s condemnation, reinforced paukphaw ties. Civil and political
rights were better protected since 2011, whereas persecution of Rohingya
remained. Worse still, military violence against Rohingya was compounded
by civilian discrimination (David and Holliday 2018). In July 2012, an
anti-Muslim riot broke out in Rakhine State. The clash between Rohingya
Muslims and Buddhists left 200 dead and displaced thousands (Lipes
2014; BBC News 2014).” Communal violence continued over the next
few years.®® In August 2017, agitated Rohingya militants launched deadly
attacks on roughly 20 police posts. The offensive sparked a military operation
against not only the militants but also innocent civilians. The new wave of
violence against Rohingyas forced approximately 700,000 people to flee to
Bangladesh. The UN High Commissioner of Human Rights, the Special
Rapporteur on Myanmar, the International Court of Justice, and even the
General Assembly have criticised the grave human rights violations against
the Rohingya population. UNSC members also attempted to discuss the
humanitarian crisis but were opposed by China. China called on Bangladesh
and Myanmar to handle the refugee issue but downplayed persecution of
Rohingyas (Xinhua 2019; Nichols 2018).>" State Counsellor Aung San
Suu Kyi and Commander-in-Chief of Defence Services Min Aung Hlaing
welcomed Beijing’s nonintervention stance. Similar to its response to armed
conflicts in Myanmar, Beijing offered to mediate the Rohingya crisis (USIP
China Myanmar Senior Study Group 2018).

29  Over 140,000 Rohingyas were displaced following the intercommunal violence. Many were
‘resettled’ in internally displaced person camps managed by the UN High Commission of Refugees
(2013). Their freedom of movement was restricted by the government.

30 Waves of violent incidents continued in 2013 and 2014. In June 2014, the clash between Muslims
and Buddhists killed two and injured five in Mandalay (Lipes 2014; BBC News 2014).

31 International non-governmental organisations (INGOs) and international media documented
systematic and widespread human rights violations experienced by Rohingyas (Human Rights Watch
2017; Amnesty International 2017).
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Beijing advocated economic development in conjunction with mediation
in Myanmar conflicts.* It has been portraying the BRI as a ‘road for peace’
(Xi 2017a). Following the Rohingya crisis, Western investors hesitated to
invest in Myanmar. FDI in Myanmar plunged to USD 1.61 billion in 2018
from USD 4 billion in 2017 (ASEAN Secretariat 2019). Chinese investment
has become increasingly attractive to Myanmar. Aung San Suu Kyi, who
prioritised the peace process and economic growth, contended that the BRI
could be the country’s opportunity. Before taking office, Aung San Suu Kyi
reiterated the importance of harmonious relations with regional neighbours,
including China (Han 2021). More BRI projects were under negotiations
during her tenure. In 2018, her government signed a memorandum of
understanding (MOU) with Beijing to establish the China—Myanmar
Economic Corridor (CMEC). Along with the China-backed deep sea port
and SEZ in Kyaukphyu,*® Naypyidaw agreed to construct a cross-border
railway and highway connecting China’s Yunnan province to Myanmar’s
Kyaukphyu. Moreover, three cross-border economic zones in Kachin State
and Shan State were under planning to boost economic development in the
ethnic states. These dismissed the assumption that the democratic leader
would tilt towards the West. More interestingly, these also refuted the belief
that the democratic leader would be more transparent when entering into
bilateral economic negotiations.

Societal actors in paukphaw relations

Traditionally, societal actors had no place in Sino—Myanmar relations, no
matter the ups and downs in purported paukphaw friendship. Yet, this
does not imply that people in Myanmar did not have opinions towards the
growing asymmetric interdependence between Myanmar and China. During
Myanmar’s reform period in the 2010s, the formerly repressed civil society
became a force to be reckoned with. Non-governmental organisations,
activists, villagers, workers and other societal actors could sometimes affect
the implementation of state-coordinated investments. That explains project

32 The Advisory Commission on Rakhine State (2017), appointed by the Myanmar government to
provide recommendations for political, socio-economic and humanitarian challenges, hailed social and
economic development in Rakhine State as a way to ease tensions in the ethnic state. It also suggested
that the Kyaukphyu SEZ would work towards this endeavour.

33 Kyaukphyu is the starting point of the China—Myanmar gas pipeline and a gateway to the Indian
Ocean.
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disruption to BRI projects. Beijing amended its state-to-state diplomacy to
dual-track diplomacy. By reaching out to societal actors, it affirmed BRI
projects’ stability could no longer be guaranteed by its counterpart.

Political transition in Myanmar

Political transition requires both political liberalisation and democratisation
(Viola and Mainwaring 1985, 194). Political liberalisation features less
state repression and more human rights protection (Mainwaring 1989;
O’Donnell and Schmitter 1986, 7; Viola and Mainwaring 1985, 194).
An expansion of political opportunities can be observed by accommodation
to new political actors, shift in political alignments, emergence of influential
allies, and division among political elites (Tarrow 2011). These signs increase
challengers’ prospects of positive social movement outcomes (see also
McAdam 1982; Goldstone and Tilly 2001). Meanwhile, democratisation
involves institutional reform in a closed political system. The expansion
in political contestation gradually moves towards universal suffrage
(Mainwaring 1989; Viola and Mainwaring 1985, 195). Nonetheless, the
authoritarian incumbents retain discretion over new rules of the game

(O’Donnell and Schmitter 1986).

For decades, the 7atmadaw has maintained tight control in the country.
Human rights campaign groups generally disbelieved the country’s political
transition. To them, the Thein Sein administration was an extension
of the military dictatorship (ALTSEAN-Burma 2011; Farmaner 2011;
International Federation for Human Rights 2011). The extent of political
reform took many domestic actors and international experts by surprise
(Pedersen 2014). Nevertheless, some cautioned that the 7Zatmadaw-
initiated transition remained precarious and fragile. They warned that the
junta could reverse the reform for their interests (Kyaw Yin Hlaing 2012;
Pedersen 2014; Egreteau 2016). With hindsight, the 2021 coup proved

these warnings were prophetic.

It is not easy to pin down a starting point for Myanmar’s democratisation.
Yet, it was undisputable that consistent signs of political liberalisation were
observed in the early phase of the Thein Sein administration. Thein Sein’s
inaugural speech in March 2011 set the tone for the political transition.
He promised economic and political reform without hampering the
Tatmadaw’s core interests (Steinberg 2012, 1; Callahan 2012, 124). The first
observable reform in the early phase of the Thein Sein administration
was press freedom. Media censorship has been relaxed since April 2011.
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The state-owned media removed the propaganda statement against the
exiled and foreign press in August 2011. In the following month, the
authorities unblocked websites of the independent media. In August 2012,
the government even ended the prepublication censorship that had been
in place for half a century. In 2013, it granted publishing licenses to media
groups to print daily newspapers (Kean 2018). Alternative sources of
information facilitated policy discussion.

On political rights, Pyidaungsu Hluttaw (the bicameral legislature of
Myanmar)* passed the Peaceful Assembly and Peaceful Procession Act in
December 2011. In spite of criticism that the law fell short of international
human rights standards (Human Rights Watch 2012), it was a big step
forward as demonstrations were previously prohibited. More mass protests
took place across the country from 2012 onwards (Buschmann 2018).
Thousands of people participated in candlelight vigils in Yangon and other
major cities to protest against the electricity shortage for four consecutive
days in May 2012. Naypyidaw swiftly adopted emergency measures to boost
electricity supplies within a week (Holliday 2013). In July 2012, a farmer
protest over a land dispute marked the first authorised demonstration
in Myanmar in 50 years (Aye Nai 2012). Police cracked down violently
on protests against the 2014 National Education Law, but Naypyidaw
offered concessions to student protests by increasing the education budget.
Protests even erupted in ethnic states where political control was tighter
than in central Myanmar. Meanwhile, trade unions were legalised under
the 2011 Labour Organisation Law. Trade unions and labour organisations
proliferated. Labour strikes mushroomed in Yangons industrial zones
(Kyaw Soe Lwin 2014; Bernhardt, S Kanay De, and Mi Win Thida 2017).
The regime granted legal recognition for civil society organisations (CSOs)
in the 2014 Association Registration Law. CSOs’ inputs were incorporated
in the legislation process (Fink and Simpson 2018).%

On human rights protection, the National Human Rights Commission
(NHRC) was established in September 2011. It received 3,000 human
rights complaints from September 2011 to November 2012 (Myanmar
National Human Rights Commission 2012). Regardless of its effectiveness,
the number of complaints indicated people’s confidence in the human rights

34  Pyidaungsu Hluttaw (Assembly of the Union or parliament) comprises Pyithu Hluttaw (House of
Representatives or the lower house) and Amyotha Hlutraw (House of Nationalities or the upper house).
35 One survey found that a myriad of administrative obstacles hampered CSOs’ operations during the
political transition (Buschmann and Soe 2020; see also Egreteau 2016).
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mechanism. The newly founded NHRC called on President Thein Sein to
release all prisoners of conscience in its statement issued in October 2011
(Myanmar National Human Rights Commission 2011). In early 2012,
hundreds of political prisoners were freed, including veteran activists from
the 1988 Uprising. These former political prisoners played significant roles
in major social movements throughout the reform period.

In terms of democratisation, division among ruling elites was observed. USDP
lawmakers resembled the opposition party that demanded accountability
from the Thein Sein administration (Kyaw Yin Hlaing 2012). Naypyidaw
also demonstrated willingness to accommodate political opposition. The
NLD could stand for the parliamentary by-elections in April 2012. Aung
San Suu Kyi and her colleagues swept almost all the contested seats (Holliday
2013).%° The peaceful power transition to the NLD after the largely free
and fair 2015 elections dispelled mistrust of the political reform. Despite
the electoral defeat, Thein Sein (2016) hailed the success of the country’s
democratic transition in his final speech to the Pyidaungsu Hluttaw.
Aung San Suu Kyi was barred from the presidency due to a constitutional
hurdle.’” The Tatmadaw refused to relinquish constitutional veto power
even though the popular NLD repeatedly pushed the envelope. The NLD-
dominated legislature circumvented the constitutional constraint and
created a new prestigious role, State Counsellor, for the country’s de facto
leader. Myanmar could not be classified as a democracy in the shadow of
the military’s influence. However, the hybrid regime s electoral process went
‘beyond electoral authoritarianism’ (Farrelly 2015).

A revival of civil society

Civil society was vibrant in the short-lived parliamentary democracy
until the military coup in 1962 (Steinberg 2000). The BSPP outlawed
all organisations which posed political threats to the regime by the 1964
National Security Act (Kyaw Yin Hlaing 2004). The 1974 Constitution
further prohibited political activities (South 2004). Self-help programs,
such as providing local infrastructure, funeral services and education, were
tolerated (Lorch 2008), whereas advocacy groups were eradicated. As such,

36 The NLD won 43 out of 44 seats in the 2012 parliamentary by-elections.

37 Article 59(f) of the 2008 Constitution stipulated that the president ‘himself [or herself], one of the
parents, the spouse, one of the legitimate children or their spouses not owe allegiance to a foreign power,
not be subject of a foreign power or citizen of a foreign country. They shall not be persons entitled to enjoy
the rights and privileges of a subject of a foreign government or citizen of a foreign country.” Owing to the
foreign citizenship of her sons, Aung San Suu Kyi was not eligible to be the president of Myanmar.
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David Steinberg (1999, 8) pointedly opines that civil society was murdered
by the BSPP. The enactment of the 1988 Law Relating to Forming of
Organisations offered some space for civil society in the post-BSPP period.*®
Nevertheless, those groups remained apolitical and weak. The catastrophic
Cyclone Nargis in 2008, which caused 140,000 dead and missing, became
amilestone of an upsurge of CSOs. Humanitarian responses created space for
CSOs, including international non-governmental organisations (INGOs),
to operate (Holliday 2011, Ch. 5; Wells and Kyaw Thu Aung 2014). Some
of the organisations went beyond aid delivery. Environmentalists raised
public awareness of environmental issues by cultivating grassroots activism
in the hope of reducing destruction in future disasters (interviews: NO1,
NO02). Developmental organisation Paung Ku, founded in 2007, played
a critical role in providing funding for community-based organisations
(CBOs) for the Cyclone Nargis relief. The network has sustained after the
relief projects (Wells and Kyaw Thu Aung 2014; Holliday 2011, Ch. 3).
The promulgation of the 2008 Constitution and the 2010 elections were
landmark events that cultivated political participation (Asian Development
Bank 2015, 3). Activists often invoked provisions in the 2008 Constitution,
mainly Chapter 8, to claim their civil and political rights (interviews: N03,
NO04). Even before the dissolution of the military regime, societal actors
who perceived a less politically repressive environment began to advocate
policy change.

A widening political space was observed under the Thein Sein administration,
even though political threats did not melt away overnight after decades of
repression under military rule. In the early phase of the political transition,
only a handful of dissidents dared to test the boundaries of their freedom.
When some exercised their rights without punishment, it gradually
persuaded others to follow suit (see O’Donnell and Schmitter 1986). More
citizens began to speak their minds and demand policy change. With a
commitment to stay in power by winning elections, political leaders were
more cautious about political consequences for acting contrary to citizens’
expectations. As such, the transitional government could no longer dictate
the policymaking process. Societal actors, including CSOs, activists and
ordinary citizens, could sometimes constrain Naypyidaw’s policy options.
In bilateral economic cooperation, societal actors questioned the benefits

38 By 20006, roughly 214,000 civil society organisations (CSOs), mostly community-based organisations
(CBOs), operated in the country (Asian Development Bank 2015, 1; Heidel 2006, 43).
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of the BRI agreements and at whose costs. Naypyidaw faced a dilemma
between domestic constituents and the international partner who held
opposite policy views.

Domestic actors in paukphaw ties

BRI projects in Myanmar undoubtedly have strong political support from
the home country and host country. The disruption to BRI projects was
triggered by opposition from societal actors during the political transition.
A survey conducted by the ISEAS—Yusof Ishak Institute in 2019 suggested
that elites in the government, business and social sectors in Myanmar were
sceptical about fairness in BRI loans. Only 2 per cent of the respondents
had full confidence in BRI loans. Roughly 36 per cent stated that they were
somewhat confident in them. Meanwhile, respondents with no confidence
and little confidence in BRI loans were reported at 23 per cent and 39 per
cent respectively (Tang et al. 2020). Furthermore, the 2019 Asian Barometer
Survey Report on Myanmar found that 56 per cent of respondents perceived
China as having done more harm than good to Myanmar. Only 15 per
cent of respondents thought otherwise (Welsh et al. 2020). A Myanmar
collaborator in the survey pinpointed that a lack of transparency in Chinese
investments, exacerbated by land disputes, damaged Chinas image in
Myanmar (interview: NO5).

Societal actors echoed their civilian leaders” assessment that the country
should maintain cordial relations with China. Even though they might hold
an unfavourable view towards Beijing due to its close ties with the SPDC
(see Min Zin 2010, 279-80), they did not fundamentally oppose Chinese
investments. Instead, they demanded mutual benefits in bilateral economic
cooperation. In the 2000s, the SPDC signed several mega infrastructure
agreements with Chinese SOEs. An open bidding process was usually
absent in those unsolicited projects. Project transparency, including costs,
loan conditions and repayment terms, was in question (Lee 2017, Ch. 2; see
also Taylor and Zajontz 2020; 288-89, Dreher et al. 2022).* The project
scale often drew controversy as it might exceed the host country’s needs
(see Zhang and Smith 2017, 2339). The downsizing and cost reduction
of the Kyaukphyu deep sea port in Myanmar appeared to corroborate
these concerns. The NLD-led administration renegotiated the scale of

39 These non-transparent practices also arouse suspicion about corruption (see Zhao 2014; Abadi

2021; Zelikow et al. 2020).
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the Kyaukphyu deep sea port with CITIC in 2018. Both sides agreed to
construct two berths, rather than the original ten, in the first phase of the
development. As a result, the project cost plummeted from USD 7.2 billion
to USD 1.3 billion (Chan Mya Hewe 2018).%° By the same token, the New
Yangon City project, awarded to the China Communications Construction
Company in 2018," was divided into smaller components to invite
competition from other companies (Kyaw Phyo Tha 2020). The 99-year
lease of the Hambantota Port in Sri Lanka has frequently been cited as
an outcome of unsustainable infrastructure cooperation with Beijing
(Hurley, Morris, and Portelance 2018; Sum 2019; cf. Brautigam 2020).
Such a narrative has been powerful in influencing political and social elites’
consideration about cooperation with Beijing, regardless of the accuracy
of the claim (Fung et al. 2022). To avoid Myanmar falling into the ‘debt
trap’ (see Taylor and Zajontz 2020), the NLD-led government signed
an MOU with Beijing that set terms for allowing Naypyidaw to acquire
international loans and open tender processes to non-Chinese companies
(Nan Lwin 2019f).

Impacted communities usually learned about the state-coordinated
investments when they faced forced evictions before Myanmar’s political
transition. An environmental and social impact assessment (ESIA) aims to
identify a project’s potential risks and recommend mitigation measures before
the contract is signed. It can increase a project’s legitimacy and probability of
success. Beijing has also adopted more guidelines to regulate Chinese overseas
businesses (McDonald, Bosshard, and Brewer 2009; Kirchherr et al. 2017;
United Nations Development Programme and China Development Bank
2019). The authorities commitment to the ESIA enforcement, however, is
dubious (Liu 2021, Liao 2019).*? A Chinese Government-led survey with
543 Chinese companies in 2017 revealed that a third of respondents did
not conduct environmental impact assessments. Meanwhile, half of the
respondents did not conduct social impact assessments (Chinese Academy
of International Trade and Economic Cooperation of the Ministry of
Commerce of the People’s Republic of China, Research Centre of the State-

40 Likewise, the Mahathir administration also demanded contract renegotiation of the East Coast Rail
Link with China Communications Construction Co Ltd. The project cost was reduced approximately
by a third, from MYRG65 billion (USD 15.8 billion) to MYR44 billion (USD 10.7 billion) in 2019
(Sipalan 2019).

41 See footnote 6 of the introductory chapter.

42 Beijing has shown its awareness of ESIA in overseas investments. More guidelines have been issued,
ranging from reducing pollution to improving work safety and respecting local customs (Kirchherr et al.

2017; Liu 2021).
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owned Assets Supervision and Administration of the Commission of the
State Council of the PRC, and United Nations Development Programme
China 2017; Zou and Jones 2020). Chinese companies, state-owned and
private alike, have a propensity to prioritise profit over compliance (Hameiri,
Jones, and Zou 2019). In Myanmar, ESIA was not mandatory until the
2015 Environmental Impact Assessment (EIA) Procedure came into effect.
As such, many Chinese SOEs did not carry out an ESIA before 2016.%
Impacted community members were not consulted or informed about the
benefits and risks of BRI projects. Villagers were particularly vulnerable to
drastic degradation in their natural environment. To them, landlessness and
poverty did not square with the promise of development.

When concluding the bilateral infrastructural agreements, both Beijing and
host country governments always promise job opportunities for local people
(Sun 2020a; Xi 2017a). BRI projects are often backed by policy banks.
The loan conditions require a borrower to procure equipment, technology
and services from China. For example, the Export-Import Bank of China
specifies that no less than 50 per cent of project procurement be made from
China (Davies 2010). During the construction period of the Myitsone
dam, the Letpadaung copper mine and the China—Myanmar oil and gas
pipelines in the early 2010s, over 10,000 workers were brought by Chinese
contractors to Myanmar (see Figure 1.2).* Local people lamented that they
were only hired as informal workers and compensated with meagre wages
while Chinese workers enjoyed more favourable payment and treatment
(interviews: N0G6, VO01). Chinese SOEs’ refusal to engage with villagers,
labour unions and CSOs added fuel to the fire. SOEs’ lack of public
engagement could be attributed to a weak civil society in China (Gonzalez-
Vicente 2011). More importantly, Beijing did not recognise societal actors
as legitimate stakeholders in bilateral relations (Foot 2020; Chan and Pun
2022). In the light of criticism of Chinese overseas investment, the Chinese
embassy in Myanmar reached out to the media and CSOs, including the
Myanmar Centre for Responsible Business and Institute for Human Rights
and Business which championed corporate social responsibility (CSR)

43 The Thein Sein administration passed several laws to strengthen environmental governance.
In 2012, the Environmental Conservation Law was enacted. It was substantiated by the 2014
Environmental Conservation Rules. In 2015, the Environmental Impact Assessment Procedure was
adopted (Asian Development Bank 2017). A Yangon-based Chinese SOE’s senior staff shared that it was
normal for foreign investors to comply with the minimum legal requirements (interview: C01). Wanbao
conducted ESIA only after the Letpadaung copper mine project was suspended in 2012.

44 The number of Chinese workers decreased upon completing the China—Myanmar oil and gas
pipelines in 2013-2014.
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(Gong 2020). Additionally, it opened a Facebook page to communicate
with Myanmar netizens (Maung Aung Myoe 2015). SOEs gradually
strengthened CSR programs under the state’s guidance (Liu 2021). Chinese
SOEs, such as China Power Investment (CPI), Wanbao, the China National
Petroleum Corporation (CNPC), and the CITIC Group, were keen to
donate food, provide scholarships and even build schools and roads for local
people. Benefits to impacted communities, however, could not remedy a
lack of prior local consent in BRI projects.

The changes in Chinese investors’ business practices were contingent upon
domestic constraints on the ground (Chan and Pun 2022). In the SPDC
era, opposition activists reached out to the Chinese embassy but were given
the cold shoulder (interview: N07). Conceding Naypyidaw could no longer
set public opinion aside in the BRI projects’ signing and implementation,
Beijingadopted dual-track diplomacy to improve its investment environment
in the host country (Transnational Institute 2016; Passeri 2021). Beijing
gradually realised changes in Myanmar’s political landscape could hamper
its economic and political interests. Beijing started cultivating relations with
non-state actors in 2012. The Chinese embassy contacted CSOs, opposition
parties and journalists in Myanmar. An array of Beijing-backed institutions
— for instance, the CCP, the China—Myanmar Friendship Association, the
China NGO Network for International Exchanges, the China Foundation
for Poverty Alleviation and the Yunnan University — also built ties with
non-state actors in Myanmar through meetings, press conferences and
cultural events (Chan 2020). These Chinese organisations even invited
Myanmar guests to visit China. Tour itineraries often included visits to
mega infrastructure, and meetings with current and prospective Chinese
investors (interviews: J01, N08, P02, P03, P04, P05). Many Myanmar
participants valued the opportunities to discuss various issues, from bilateral
economic cooperation to the peace process, with Chinese government
officials and business actors. The Chinese tours, however, did not change
their perception of Beijing. Some argued that Beijing’s actions were more
important than their words (interviews: JO1, N07, P06). Others stated that
fundamental differences in political values between Myanmar and China
impeded Beijing’s public diplomacy (interviews: P02, P07, P08).*

45 During his visit to Beijing, one interviewee and his colleague witnessed an arrest of a protester near
Tiananmen Square (interview: P02).
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Figure 1.2: Chinese labour dispatched for contracted projects in Myanmar
by the end of the year (2010-2020).

Source: China Trade and External Economic Statistical Yearbooks (2014, 2018 and 2021).

Concluding remarks

The BRI has exhibited Beijing’s ambition to reshape the US-dominated
world order. The transcontinental infrastructure program aims to create
a more favourable external environment for China’s rise. The CMEC is a
component of Beijing’s grand strategy. The signing of the CMEC MOU
signified robust bilateral relations between China and Myanmar. Although
Beijing and Naypyidaw have often described the two countries’ relations as
paukphaw, bilateral economic cooperation was insignificant until the late
2000s. Beijing’s geopolitical strategy and Naypyidaw’s development needs
explained the closer economic ties between the two countries. Several BRI
project agreements, including the Myitsone dam, the Letpadaung copper
mine, and the China—Myanmar oil and gas pipelines, were signed in the late
2000s. Certainly, these agreements were concluded due to mutual benefits
perceived by the home country and the host country. However, reciprocity
was solely defined by state actors. Societal actors were traditionally
disregarded in paukphaw relations. Myanmar’s political transition brought
in new policy actors in BRI implementation. They rose to challenge BRI
agreements that were deemed illegitimate and harmful to local communities
when political space opened up. The transitional regime sought to retain
power by competitive elections was suddenly caught in a tug-of-war
between societal actors and Chinese investors. Beijing’s public diplomacy
in Myanmar affirmed the influence of societal actors in state-coordinated
investments.
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Audience Cost Dilemma in
Sino-Myanmar Economic
Cooperation

This study analyses Belt and Road (BRI) projects’ dispute settlement
between Naypyidaw and Beijing in the 2010s. It primarily investigated
disputes surrounding the Myitsone dam, the Letpadaung copper mine
and the China—Myanmar pipelines during the Thein Sein administration.
The conflicts triggered by social movements against mega projects involved
the same host country, the same home country, and arose in the same
period of time. Interestingly, the project outcomes varied. The Myitsone
dam has been suspended since September 2011. Following China’s setback
in the hydropower project, the contract for the Letpadaung copper mine
was renegotiated in 2013. The construction of the China—Myanmar gas
pipeline and the oil pipeline, however, was completed in 2013 and 2014
respectively. Notwithstanding a short delay in the oil pipeline operation,
there was no major change in the project’s status quo. Initial terms in the
Kyaukphyu deep sea port and the Yangon new city were adjusted amid
the Aung San Suu Kyi-led administration. Such agreement negotiations
did not constitute economic disputes before the contract signing. Despite
an asymmetry in structural power, Naypyidaw could sometimes reshape
the international payoffs at the cost of Beijing’s economic interests and
international reputation. These changes in project outcomes contradict the
general expectation that states with stronger capabilities have bargaining
strength in international disputes. What accounted for Naypyidaw’s
defection from BRI cooperation? More interestingly, what explains Beijing’s
tolerance of Naypyidaw’s defection?
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The empirical puzzle of this study originated from Myanmar’s political
transition and the distortion of the usual negotiation sequence in
international bargaining. Negotiators should only sign international
agreements after obtaining domestic approval. Failure to secure domestic
support means no agreement (Putnam 1988, 345-46). The conclusion of
the large-scale developmental projects with Beijing was not endorsed by
domestic audience in Myanmar. When political space opened up, societal
actors in Myanmar began to challenge the bilateral agreements signed
by the previous regime. The two-level game literature illustrates how the
rise of societal actors reduced bargaining space and redistributed gains
in cooperation. Nevertheless, the seminal work by Robert Putnam and
subsequent research have yet to tackle the problems arising from a reverse
bargaining sequence; that is, when a signed international agreement is
disapproved by considerable domestic actors.

A reverse bargaining sequence in BRI cooperation made Naypyidaw
encounter pressure from both its domestic audience and its foreign partner.
The former called on the repudiation of the agreements, whereas the latter
pushed for contract implementation. This study names this conundrum
the ‘audience cost dilemma’ because either project continuation or project
disruption would incur ramifications. Naypyidaw’s strategic decision in
responding to the two audiences with conflicting interests in the disputes
has not been adequately studied. Furthermore, Beijing’s concessions in the
disputes were not a failure of will. Even if Naypyidaw insisted on breaking
away from a BRI contract, Beijing could demand compensation and/or
impose economic costs on it.! In other words, the societal actors in the host
country, Naypyidaw and Beijing jointly reshaped the dispute outcome.

This chapter lays a theoretical framework for dispute settlement of BRI
projects during Myanmar’s political transition. The second section reviews
the literature on international bargaining, in particular, asymmetric
international bargaining. It outlines the debate between aggregate power and
contextual power in determining negotiation outcomes. The third section
contextualises the asymmetric bargaining between Myanmar and China in
BRI cooperation. It presents the role of societal actors under the context of
a distorted sequence in the two-level game negotiations. The fourth section
further discusses the credibility of domestic constraints in dispute settlement
in international bargaining by drawing on the audience cost scholarship.

1 Beijing is willing to impose informal economic sanctions on the target states to achieve its policy
goals. See footnote 2 in Chapter 1.
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Considering the challenge of transitional polities in demonstrating resolve,
it introduces the signalling effects of social movement in international
disputes. Then, the chapter turns to the theoretical framework in this study
— the audience cost dilemma rooted in the reversed bargaining sequence
— and introduces an audience cost mechanism that explains changes and
maintenance of project outcomes in BRI project disputes. Afterwards,
the chapter measures domestic audience cost in contention surrounding
BRI projects.

Sources of bargaining power in
international relations

Does bargaining power correspond to state capabilities? The source of
bargaining power sheds light on the Sino—Myanmar BRI project disputes
in this study. Realists posit that structural power is a critical factor in
explaining international outcomes. Critics, on the contrary, put forward
that power is contextual and relational. An international outcome, including
a negotiation outcome, could not be predetermined by the distribution of
power in the world system (Keohane 1986a). Realists, however, rebut that
a more powerful state can influence the negotiating opponent through
issue-linkage (Waltz 1986). Nonetheless, Naypyidaw’s defection from BRI
cooperation seemed to contradict the Realist assumption. If contextual power
can offer a better explanation for a weaker negotiating party’s leverage in an
international dispute, in what ways could Naypyidaw turn the asymmetric
power relationship around? This study contends that social opposition to
a BRI project could translate into the host country’s bargaining edge.

State capabilities and bargaining power

Power is a predominating concept in international relations (IR), but the
definition is controversial (Gilpin 1981; Waltz 1986). Robert Dahl (1957,
203) defines power as the ability of an actor to get his/her target to do
something that the latter would otherwise not do. To Realists, aggregate
state capabilities are a crucial factor in shaping international outcomes.
Despite the difficulty in measuring and comparing state power, there is
always consensus on who are the great powers of the time (Waltz 1979;
Grieco 1988). Power is composed of a basket of elements, including
military might, the size of population and territory, resource endowment,
level of economic development, as well as political stability and competence
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(Waltz 1979, 131). Among a wide range of state capabilities, Hans
Morgenthau (1948, 14) emphasises that military might is a pivotal resource
in international politics. Kenneth Waltz (1979, 209) affirms this view and
further asserts that a more powerful state could influence others’ behaviour
by the use of force. In the self-help international system, states must ‘pay the
cost of weakness’ (Waltz 1959, 160). As such, a more powerful state could
achieve an intended outcome due to its ability to impose sanctions on the
target (Lasswell and Kaplan 1952).

International military competition has been less intense since the end of
the Cold War. It is doubtful whether military might remains a primary
source of power. The evolution of the international system is characterised
by ‘complex interdependence’ (Keohane and Nye 2012, 22). In a game of
mixed interests, where competition coexists with cooperation (Walton and
McKersie 1965, 3; Ikle 1987, 3—4), a more powerful state often refrains
from fully utilising its advantage lest the opponents adversity hurt its
own interests (Hoffmann 1975). Instead of resorting to military force,
negotiation is paramount in handling international disputes (Hopmann
1996). Negotiation is a bilateral process, contrasting with the exercise of
power through unilateral actions. To achieve mutual gains, negotiating
parties must be willing to make adjustments to accommodate the core
interests of the opposing side (Lall 1966; Milner 1997). Supposing the
negotiating parties are symmetrical in all aspects, there is no need for
bargaining. The negotiators are expected to split the benefits equally
(Hopmann 1996). In reality, international negotiations always involve
some degree of power asymmetry between countries. The distribution of
gains hinges on the bargaining power of the respective negotiating parties
(Hopmann 1978, 1996).

Realists pinpoint that a powerful state can enjoy the freedom to enter into
a negotiation with a weaker counterpart or not. In contrast, a weaker state
is compelled to seek negotiation to explore the possibilities of altering their
situation (Lall 1966). Realists hold that relative state capabilities generate
bargaining power which could shape an international outcome (Waltz
1979; Mearsheimer 2001; Krasner 1991; Waltz 1993). As a result, a more
powerful party is assumed to capture relative gains in asymmetric cooperation
(Milner and Rosendorff 1997). The spatial fix narrative’ that perpetuates
the economic advantages of a more powerful state in a transboundary

2 See footnote 4 in Chapter 1.
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infrastructure agreement coincides with this argument. In response to cases
that weaker states could gain advantages in asymmetric bargaining, Waltz
claims that powerful states ‘hardly cared about the outcomes or even noticed

what they might be’ (Waltz 1986, 333).

For critics of Realists, power is contextual. A state could influence the target
state’s specific behaviour depending on the scope of power that it acquires in
a specific context (Baldwin 2013; Dahl 1957; Lasswell and Kaplan 1952).
For instance, Saudi Arabia is likely to have a more substantial influence on
world energy issues but has limited leverage over arms control (Keohane
1986b, 187). In the same vein, North Korea possesses nuclear weapons
that effectively threaten South Korea and Japan, yet it cannot influence
these countries’ economies (Baldwin 2013, 275). More counterintuitively,
empirical cases even demonstrate that weaker states can sometimes exert
influence on more powerful states. For example, Malta succeeded in
extracting concessions from Britain over the lease renewal of its naval base
in 1971 (see McKibben 2015, 64—66). The case studies of the Myitsone
dam and the Letpadaung copper mine represent more recent examples of
weaker states achieving their intended outcomes and yielding concessions
from more powerful negotiating counterparts. In sum, weaker states could
gain leverage in asymmetric bargaining if they possess pertinent resources
in specific contexts.

Contextual factors in international bargaining

Assuming power is relational and contextual, possession of power in a
specific area may be able to overturn the asymmetric bargaining structure
and generate more preferable outcomes for a weaker state under a specific
context (Keohane 1986b; Baldwin 2013). Existing work on asymmetric
bargaining points out factors that could increase a weaker negotiating
party’s leverage; for instance, alliance with a stronger power, an attractive
alternative, possession of scarce resources, a strategic geographical location,
or the state’s resolve to protect its vital interests.

In asymmetric international disputes, a weaker state may bandwagon a
more powerful state to seek protection, especially when the opponent
is a competitor of that powerful ally (Lockhart 1979, 95; Handel 1990,
Ch. 3). The alliance between a weaker state and a powerful state is always
contingent upon benefits that both sides could draw from the cooperation.
For the powerful state, the more relative gains it can obtain from allying
with the weaker state in the superpower competition, the more valuable the
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relationship is. For the weaker state, the stronger the commitment that the
powerful state offers that helps to deter external threats, the more important
the partnership is (Morrow 1991). As such, with the backing of a powerful
state, a weaker state is less vulnerable when facing a more powerful opponent
in a dispute. For example, Washington and London tabled a draft resolution
at the United Nations Security Council in July 2008 attempting to sanction
Zimbabwe for its gross human rights violations. External threats faced by
Harare diminished when Beijing and Moscow jointly vetoed the resolution
(United Nations Security Council 2008).> Diplomatic protection from
Beijing and Moscow compensated for Zimbabwe’s weaker state capabilities.

The availability of alternatives can strengthen the bargaining power of a
weaker state in a dispute. Roger Fisher and William Ury (1991) propose
the Best Alternative to a Negotiated Agreement (BATNA) as the resistance
point of the negotiation payoff. BATNA can protect a party with weaker
state capabilities from accepting unfavourable terms in negotiations.
No agreement will be a better outcome if any proposed offer is less favourable
than the best alternative outside the agreement. As a result, a negotiating
party with a better BATNA can strive for more desirable terms and thus
enjoy a bargaining edge that is independent of state capabilities (Hopmann
1996, 87-88). On the contrary, in the absence of a more favourable option
outside the negotiating agreement, a party will then be more dependent on
the negotiation. The more dependent a party is, the weaker its bargaining
position will be. China’s ‘no-strings-attached” loan agreements are perceived
as attractive options compared to the World Bank’s loans that require the
borrowing states to initiate reforms (see Dreher et al. 2022, Ch. 5).

The endowment of natural resources such as crude oil, bauxite, copper and
uranium can increase a state’s bargaining advantage if its opponent depends
on those resources for economic development (see Hoffmann 1975, 200).
In September 2010, the arrest of a Chinese fishing boat captain by Japanese
authorities in disputed waters became another episode of the contentious
Sino—Japanese relations.” Alongside diplomatic negotiations, Beijing
tactically made use of its control of the rare earth metals that were vital
to the high-tech manufacturing sector in Japan to exert pressure on the

3 The draft resolution, initiated by the United States and the United Kingdom, called for an arms
embargo and financial and travel restrictions on President Robert Mugabe and other leaders in Zimbabwe
(United Nations Security Council 2008).

4 The Sino—Japanese conflict over the detention of a Chinese fishing boat captain erupted after a
Chinese trawler collided with two Japanese coastguard vessels in disputed waters in the East China Sea

in 2010 (Bradsher 2010).
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country (Bilsborough 2012). Alternatively, reducing one’s dependence on
another state’s natural resources is also a strategy to improve one’s bargaining
position. To this end, Vietnam developed its oil refineries in the 2000s to
decrease the imports of refined petroleum from China at the time of Sino—
Vietnamese maritime disputes (Cheng 2011, 395).

The control of a strategic location in relation to an opponent can turn into
the weaker party’s leverage in international negotiations (Lockhart 1979,
96). A location can be strategic due to security reasons or economic reasons.
A defensive location for a military base or an intersection for a trade route
(Hensel and Mitchell 2005, 278) that is valued by another country can
increase a weaker state’s bargaining position. In the aftermath of the 9/11
attacks against the United States, Islamabad was able to extract concessions
from Washington for its geographic location, which was critical in
combating the Taliban (Walt 2008, 98). In India—Nepal negotiations over
the Tanakpur hydropower dam project in the 1990s, the strategic location
provided the small country with bargaining advantages. Nepal possessed
veto power in the project by controlling the upstream of the Ganges, where
the hydroelectric plant would be built. This prompted India to sign a trade
agreement with Nepal to sweeten the original agreement (Gyawali 2000).

The state’s resolve is always associated with the interests at stake in a
negotiation. To strive for its core interests, a state is expected to negotiate
harder and develop a more rigid position (Snyder and Diesing 1977, 190;
Lall 1966, 321). In addition, a state placing a higher value on the intended
negotiation outcome will invest more time, handle issues with greater care,
and demonstrate a higher level of aspirations in a negotiation (Hopmann
1996, 106). In the Panama Canal negotiations between the United States
and Panama in the 1960s—1970s, strong domestic opposition in the host
country made up for its weakness in state capabilities. The anti-US riots
in Panama turned into the host country’s bargaining resources and forced
the government to stand firm to defend its sovereignty (Habeeb 1988,
Ch. 4). In negotiations over the Agreement on Trade-Related Aspects
on Intellectual Property Rights at the World Trade Organisation’s Doha
Ministerial Conference in 2001, generic drugs in developing states was one
of the controversies. Owing to the health crises at home, developing states
are more eager to extract concessions from the pharmaceutical industries,
which were mostly headquartered in the West. The United States finally
compromised (see McKibben 2015).
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Structural power and issue-linkage

Realists insist that structural power prevails in international politics
(Waltz 1986). Through the tactics of issue-linkage, a more powerful state
can employ threats or promises that are outside the issue under negotiation,
to achieve its intended international outcomes. Threats increase the cost
of no agreement, while promises increase the attractiveness of cooperation
(see Ikle 1987; Moravesik 1993). Signalling threats or promises could change
the opponent’s assessment of its gains or losses in a negotiation. Threats
or promises are perceived as credible only when the sender can penalise
or reward the opponent (Hopmann 1996; McKibben 2015). In the late
1970s, human rights situations in Argentina were linked to foreign loans.
The Argentine Government allowed the Inter-American Commission on
Human Rights to visit the country for the forced disappearance cases when
Washington blocked the loan for the hydropower plant (Martin and Sikkink
1993, 334-35). In the Egyptian—Israeli negotiations at Camp David in 1978,
the US military aid to both states became an impetus for the conclusion of
the peace agreement over the Sinai peninsula (McKibben 2015).

Asymmetric bargaining structure in Sino-
Myanmar economic cooperation

Differences in state capabilities between China and Myanmar have not
only been tremendous; the latter has also been dependent on the former’s
economic support and political protection. Interestingly, Beijing did not
adopt an issue-linkage tactic to coerce Naypyidaw to comply with its
contractual obligations in project disputes. Chinese investors did not sue the
host government. More surprisingly, Beijing offered concessions and even
attempted to gain societal actors” support for the project implementation.
Beijing’s restraint in the disputes was not a failure of will. The aggregate
power approach does not provide a satisfactory explanation for China’s
responses to the Myitsone dam and the Letpadaung copper mine disputes.

In the Sino—Myanmar BRI project disputes in the 2010s, Myanmar
acquired some contextual factors that could compensate for its much
weaker state capabilities. Recognising Naypyidaw’s commitment to political
reform, the US Congress eased economic sanctions against Myanmar in
2012. The availability of alternative sources of foreign direct investment
(FDI) reduced Myanmar’s dependence on Chinese capital. Moreover, the
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host country’s strategic location can help China access the Indian Ocean.
The transportation route from Myanmar’s Rakhine State to Shan State that
enters China’s landlocked Yunnan province can enhance Chinas energy
security and economic development. Myanmar’s natural resources also
contribute to China’s economic growth. These bargaining advantages could
diminish the acute differences in state capabilities between the two countries.

Despite Myanmar’s contextual advantages, the military government
should have already exploited its leverage in initial project negotiations.
Furthermore, the contracts for bilateral economic cooperation had
been concluded. Breaking away from international obligations entailed
tremendous compensation. It would bring an extra financial burden to the
country with heavy external debt. Furthermore, Myanmar’s peace process and
Rohingya crisis pushed Naypyidaw towards Beijing’s orbit. In BRI project
controversies, then President Thein Sein invoked domestic constraints as
a ground to suspend the Myitsone dam. He claimed that his government
was formed by the people and thus was obliged to act according to public
demands. Likewise, the Letpadaung copper mine was temporarily halted
in the wake of villagers’ vehement protests. The two-level game theory and
the audience cost literature help to visualise the credibility of Naypyidaw’s
signal when the host country’s political transition was underway. The ‘hand-
tying’ strategy could be repudiated by the opposing side unless tangible
political costs were paid by the executive. Beijing’s restraint indicated its
recognition of the counterpart’s constraints.

Societal actors in international negotiations

While structural and contextual factors in Sino—Myanmar economic
cooperation held constant, democratisation in Myanmar expanded the
political opportunities for societal actors to influence foreign policy.
The new stakeholders in the international agreements set off the two-level
game negotiations and subsequently changed the course of events.

Traditionally, IR analysis has been dominated by a state-centric approach.
In his two-level game theory, Putnam (1988) employs an innovative
approach to explain an international negotiation process. He pinpoints that
diplomacy (the international game) and domestic politics (the domestic
game) are interlinked (see also Evans, Jacobson, and Putnam 1993). The
underlying premise of the two-level game theory is that a state’s preferences
are not unitary. They are constructed by pluralistic and sometimes conflicting
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interests among domestic political and societal actors. A negotiator has
to bargain with his/her foreign counterpart to minimise international
constraints. At the same time, each negotiator has to bargain with political
and societal actors to maximise domestic support for an international
agreement. That said, benefits in an international agreement are not only
defined by the negotiator but also by domestic actors. Even if the negotiator
intends to sign the agreement, he/she cannot get around domestic
constituents endorsement (Putnam 1988). Cooperation is likely to happen
if both negotiating parties see benefits of it. Interestingly, assuming both
negotiating parties possess symmetrical power, the side with more domestic
constraints would obtain more bargaining advantage. The negotiator could
demonstrate an immovable bargaining position and shift the burden of
offering concessions to the negotiating counterpart. The ‘hand-tying’
strategy to obtain bargaining leverage is commonly known as the ‘Schelling
conjecture’ (Putnam 1988, 440; Schelling 1960, 28-29).

Distortion of the negotiation sequence

The two-level game theory emphasises that negotiation sequence is critical
to the stability of an international agreement. First, negotiators arrive at
a tentative agreement at the international level. Second, each negotiator has
to seek endorsement at the domestic level. It is worth noting that domestic
endorsement is more than ratification by political institutions: obtaining
public support is essential. A tentative international agreement rejected
by domestic actors probably leads to no agreement (Putnam 1988). Any
agreement that bypasses the domestic endorsement process lacks legitimacy
and may even trigger an international dispute.

BRI project disputes in Myanmar were rooted in a distortion of the bargaining
sequence. When the military regime signed BRI agreements with Beijing,
the domestic audience had no place in foreign policy decisions. The military
junta defined the benefits of economic cooperation and dictated the decision-
making process. Only after the regime change in 2011, an animated civil
society transformed the single-level government-to-government negotiation
into a two-level game. Citizens who perceived those agreements signed by
the junta as illegitimate called for the annulment of bilateral cooperation.
This time, the transitional government could no longer afford to ignore
public demands. Public outcry against BRI projects forced Naypyidaw to
renegotiate cooperation with Beijing. Signing the international agreement
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first, and then dissuading domestic constituents from opposing it, distorted
the two-level game’s bargaining sequence. Naypyidaw was caught in
a conundrum when domestic constituents and the international partner
held opposite preferences in BRI projects. What cost would Naypyidaw
pay for maintaining the status quo of a signed BRI agreement? Did Beijing
perceive its counterpart’s bargaining position as credible?

Signalling effects of domestic constraints
in the BRI renegotiations

A negotiating party may misrepresent domestic constraints to obtain more
bargaining leverage in international negotiations (see Schelling 1960).
Displaying the credibility of one’s bargaining position is foremost essential.
A self-proclaimed immovable bargaining position that incurs no political
cost can be dismissed as rhetoric by the negotiating counterpart. In his
audience cost theory, James Fearon (1994) states that information sent by
a leader becomes credible if it is tied to domestic political consequences.
A political leader who makes threats to escalate the crisis and then backs
down will be penalised by his domestic audience. He/she will therefore
refrain from making empty threats or promises lest his/her political survival
be left in limbo. Political costs at home make international signals reliable.
A fundamental assumption of the audience cost theory is that the domestic
audience has incentives and the ability to punish political leaders for their
unpopular foreign policy decisions. Even if domestic actors are satisfied
with the overall performance of the government (Smith 1998), they are
motivated to sanction their leader for three reasons. First, citizens perceive
the executive’s failure to fulfil international commitments will damage
‘national honour’ (Fearon 1994). Second, the domestic audience cares
about the political leader’s capability. Making empty threats exposes the
leader’s incompetence (Smith 1998). Third, considering the importance
of international reputation in negotiations, citizens may censure a leader
who backs down on commitments because such actions impede the state’s
credibility in future negotiations (Tomz 2007).°

5  For a summary of the critique of the domestic mechanism of audience costs, see Joshua Kertzer and

Ryan Brutger (2016).
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Building on the conventional audience cost literature, more recent research
contends that citizens are less concerned about the consistencies of their
state’s foreign policy, not restricted to international military crises: instead,
they are more concerned about whether the executive’s preferences align
with theirs, regardless of whatever prior threats or promises have been made
by the incumbent. Some domestic constituents may even support their
leader to defect from international commitments if those commitments
contradict their preferences (Chaudoin 2014b; Kertzer and Brutger 2016;
Slantchev 2006). The relaxation of the audience cost application helps to
comprehend Naypyidaw’s domestic constraints in the disputes surrounding
BRI projects in Myanmar.

Non-democracies are not exempted from paying
audience costs

Political costs borne by leaders accentuate the credibility of their bargaining
position in international negotiations (Tomz 2007). Seemingly, leaders in
democracies are more vulnerable to audience costs as an electoral result is a
primary source of political legitimacy (Fearon 1994; see also Kurizaki and
Whang 2015; Uzonyi, Souva, and Golder 2012; Prins 2003; Pelc 2011).
Noting that domestic ratification is a prerequisite for an international
agreement to enter into force, it is questionable if a leader can hide
information about the negotiations from the public. Voters who disapprove
of the incumbent’s foreign policy decisions have incentives to change the
government. The availability of public opinion data gives democratic leaders
fewer opportunities to misrepresent their preferences in international crises.
Opinion poll data provides credible information about citizens’ views of
leaders’ empty threats (see Snyder and Borghard 2011). Additionally, the
office-seeking opposition can bolster the credibility of states” preferences
in international crises because it is improbable that the opposition will
collaborate with its political competitor to deceive a foreign government

(Schultz 1998).

The essence of the signalling effect of audience costs is domestic constituents’
ability to penalise leaders’ foreign policy blunders. Can audience costs
bind leaders in non-democracies? Autocratic leaders are less sensitive to
public demands, if not indifferent to them. Moreover, they can suppress
dissenting individuals and groups who defy the governments (Chung 2007,
58; Fang and Owen 2011, 159). Jessica Weeks (2014, 2008) points out
that autocratic leaders’ foreign policy options could be conditioned by the
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domestic audience under certain circumstances.® She introduces a three-
tier audience cost mechanism that enables an autocratic leader to signal
resolve in international negotiations. First, the domestic audience must be
able to coordinate among themselves to sanction their autocratic leader for
irrational foreign policy choices. Second, domestic actors have incentives
to punish their leader. Third, to achieve intended foreign policy outcomes,
the foreign opponent must be convinced that domestic constraints of its
autocratic counterpart are credible and not manipulated (Weeks 2008).

The domestic audience’s ability to hold their leaders accountable explains
how ruling elites and nationalist citizens can exert pressure on autocratic
leaders. Autocracies are not homogeneous (Weeks 2008, 2014).” Ruling
elites in non-personalist dictatorships, whose appointment and promotion
are not determined by the leaders, could have the ability to prevent the
leaders from making irrational foreign policy decisions. For instance,
political leaders in the former Soviet Union and post-Mao China practised
collective leadership. Leaders were accountable to the politburo. If politburo
members could overcome the coordination problem, they could sanction the
leader or even remove the leader from office. The reshuffle of senior officials
is a visible sign of the political costs paid by an autocracy. Going beyond
ruling elites, nationalist citizens can restrain the diplomatic choices of
autocratic leaders by filling the streets amid disputes with foreign countries.
Domestic actors in autocracies share similar incentives as their counterparts
in democracies to penalise leaders for damaging national honour, indicating
leaders’ incompetence, undermining the state’s reputation and contradicting
citizens preferences (Weeks 2008; Weiss 2014). The signal recipient should
observe the political costs to be paid by their counterpart. Without credible
public opinion polls or competitive political opposition, visible protests or
collective actions could display audience costs borne by a leader. A study on
audience costs in China amid conflicts with the United States and Japan
argues that Beijing could signal its resolve by tolerating patriotic street
protests (Weiss 2014; see also Slantchev 2006). Anti-foreign sentiment
could run amok and turn against the incumbent. If Beijing acquiesces
to the mass protests, it signals its preference to escalate the contention

6 Bahar Leventoglu and Ahmer Tarar (2005, 422) also note that an autocratic leader could be
politically vulnerable to bearing higher domestic political costs when negotiating with a democratic
leader with high popularity and no looming election.

7 Jessica Weeks (2008, 2014) differentiates dictatorships into four types, namely non-personalist
civilian regimes (machines), non-personalist military regimes (juntas), personalist regimes led by civilians
(bosses), and personalist regimes led by military officers (strongmen). Autocratic leaders” decisions over
making war and peace vary in these different regimes.
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and therefore provokes a high level of audience costs in the negotiations
with the opponent. The foreign counterpart observes the contention that
corroborates Beijing’s position and makes concessions in the disputes.®

To date, the signalling effect of audience costs in transitional polities is
underexplored. Drawing insights from Weeks (2008) and Weiss (2014), this
study argues that societal actors in Myanmar could limit Naypyidaw’s foreign
policy options during the country’s political transition. Due to the systematic
violations of the four procedural criteria for democracy — competitive
elections, universal suffrage, guarantee of civil and political rights, and a
civilian government that is free from military control (Mainwaring, Brinks,
and Pérez-Lifdn 2001) — Myanmar in the 2010s should be classified as an
autocratic regime. Nonetheless, the polity was moving towards democracy
as the government attained continuous improvement in the four aspects
before the military seized power again in 2021.

The political transition allows alternative information to flow and expand
the political space. On the domestic audience’s incentives: an increase in
quality information on foreign policy also makes the domestic audience more
likely to punish leaders for decisions that are contradictory to their policy
preferences (Slantchev 2006; Potter and Baum 2014). On the domestic
audience’s ability: an opening political system prompts societal actors to
engage in social movements in order to pursue policy change (see Tarrow
2011; Wilson 1961). Social opposition to BRI projects became obstacles
to domestic ratification in the two-level game negotiations. A protest is a
bargaining tool of societal actors to ‘disrupt the power relationship and use
this as leverage to make changes’ (McAdam 1982; see also Wilson 1961).
Unlike most of the nationalist protests that take on foreign rivals, movements
against BRI projects also targeted Naypyidaw as part of the joint ventures of
the mega projects. Therefore, anti-BRI project protests could jeopardise the
political process and cause political instability in Myanmar. This enhanced
the credibility of Naypyidaw’s position on BRI project disputes. Chinese
investors also observed contention on the ground and engaged with the
impacted community and societal actors.

8  Jessica Weiss (2014) bypasses the condition of previous threats or promises made in international
conflicts and argues that nationalists evaluate leaders’ competence by their own foreign policy preferences.
See also Alexandre Debs and Jessica Weiss (2016).
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The ‘audience cost dilemma’ in the
Myanmar transition

A distorted bargaining sequence in a BRI project agreement turned
cooperation into a dispute. The conclusion of the international agreements
took place without securing the domestic audience’s ratification in
Myanmar. When state—society relations were reset during Myanmar’s
democratisation, domestic opposition pushed Naypyidaw to renege on
Sino—Myanmar cooperation. The transitional government was entangled
in an ‘audience cost dilemma’. Either paying domestic audience costs or
international audience costs in an economic dispute would be undesirable.
If the transitional government adhered to public demands to overturn a BRI
project, it would need to pay a sizable compensation to Beijing for a breach
of contract. Other foreign policy ramifications might follow. Conversely,
if Naypyidaw implemented a BRI project, it would spark social discontent
and possibly even derail the political transition. As such, neither paying
international audience costs nor domestic audience costs would be a good
solution. The ‘audience cost dilemma’ made Naypyidaw’s policy decision
more unpredictable. Therefore, divergent outcomes of the hydropower
dam, the copper mine and the pipelines resulted under the Thein Sein
administration. Even though the Aung San Suu Kyi-led administration was
trusted by the domestic audience, it could not settle the Myitsone dam
dispute, owing to the audience cost dilemma.

Naypyidaw was not neutral in the economic disputes. Although it could
no longer dictate foreign policy formulation, it had its preferences over
maintaining or changing the status quo of the agreements. It could
selectively tolerate or repress social opposition to push up or contain the
level of audience costs (Weiss 2014). Naypyidaw’s protest management
could signal its preference over a BRI project dispute (see Table 2.1).
If Naypyidaw opted for paying domestic audience costs, it would repress
protests. By restraining domestic audience costs from growing, Naypyidaw
could indicate its preference for international cooperation at the cost of
its legitimacy. If Naypyidaw opted for paying international audience
costs, it would tolerate protests. By letting domestic audience costs surge,
Naypyidaw could stand firm and demonstrate its prioritisation of domestic
legitimacy. It could signal to Beijing that implementing the project in
accordance with the original agreement would be out of its reach. In this
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hand-tying approach, Naypyidaw would extract concessions from Beijing in
the BRI project. Its tactical response to the conundrum is understudied by
existing audience cost scholarship.

Table 2.1: Protest management and Naypyidaw’s diplomatic objectives.

Protest toleration

Protest repression

Domestic preference

align

diverge

Domestic legitimacy

increase

decrease

Audience costs

to pay international
audience costs

to pay domestic
audience costs

Signal to Beijing

standing firm

tying hands

Diplomatic objective

project suspension

project renegotiation

Source: Author’s summary.

Audience cost mechanism in BRI project disputes

This study draws inspiration from Weeks (2008) and develops a three-layer
mechanism that unravels Naypyidaw’s preferences in the audience cost
dilemma amid the host country’s political transition.” First, an anti-BRI
project movement could generate a high level of audience costs, observed
by the turnout and geographical range of actions. Public disapproval of
the project could diminish the prospects of retaining office. Naypyidaw,
therefore, would hesitate to maintain a BRI project’s status quo. Reaction
from opposition parties, including ethnic parties, would help to affirm
the credibility of Naypyidaw’s bargaining position. Second, the executive
indicates its commitment to changing a BRI project’s status quo. If an
opposition party did not comment on the project controversy, it would
signal that Naypyidaw’s hand-tying strategy was deceptive. Conversely, if an
opposition party demanded project suspension or renegotiation, it would
imply Naypyidaw’s bargaining position was credible. Naypyidaw’s audience
cost dilemma complicated its decision-making process. Protest management
signalled its diplomatic intention — continuing cooperation with Beijing
(paying domestic audience costs) or discontinuing cooperation with Beijing
(paying international audience costs). Third, Beijing was convinced that
domestic constraints would threaten the host country’s political stability
and might hamper its own economic interests. Otherwise, Beijing would

9  Differing from previous studies on the two-level game and the audience cost in a democracy (e.g.
Knopf 1998) and in a non-democracy (e.g. Weiss 2014), the ‘audience cost dilemma’ in a transition
polity adds a unique context to the subject of study.
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not consent to change the original payoffs in an agreement. Beijing’s
concessions in exchange for project continuation presented its assessment
of domestic constraints in Myanmar. Additionally, a shift in diplomatic
strategy to engage with societal actors involved in the project indicated
Beijing’s acknowledgement of Naypyidaw’s domestic constraints.

Table 2.2 summarises interactions among Myanmar’s societal actors,
Naypyidaw and Beijing in a BRI project dispute. It also highlights the
observable evidence in regard to actions taken by each party. Furthermore,
Figure 2.1 illustrates changes or maintenance of status quo in a BRI project.
A high level of audience costs (X) may change a BRI project’s outcome
(Y) with the presence of two other conditions: Naypyidaw’s diplomatic
objective (A), and Beijing’s perception of its counterpart’s constraints in the

dispute (B) — that is, [X + (A + B) = Y].

Table 2.2: Audience cost mechanism in Sino-Myanmar economic disputes.

Explanation Observable evidence
Audience Domestic audience opposed a Political mobilisation: number of
costs committed Chinese project by participants and the geographical
organising collective actions. scope of actions; and
The popular movement generated Opposition party’s reaction:
a high level of audience costs for position on the status quo of the
political leaders. signed agreement.
Executive’s | Entangled in an ‘audience cost Protest management: toleration
preference | dilemma’, Naypyidaw’s preference | or repression of anti-Chinese
for project continuation or project movements; and
discontinuation was indicated by Self-imposed immovable
its response to an anti-Chinese | bargaining position: unilateral
project movement and any public | announcement to increase the
statement made. audience costs.
Beijing’s Beijing’s perception of domestic | Concessions: changes in the
perception constraints in Myanmar for contract in Myanmar’s favour; and
continuing the Chinese projects. | piplomatic strategy: diplomatic
engagement with societal actors.

Source: Author’s summary.

(X) (A) (B) (Y)

Audience costs + Naypyidaw’s + Beijing’s —_— Project’s
diplomatic perception of outcome
objective Naypyidaw’s

constraints

Figure 2.1: Audience cost mechanism of changes and maintenance
of project outcomes in BRI projects in Myanmar.

Source: Author’s depiction.
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Measuring audience costs in Myanmar’s
transition

The audience cost mechanism highlights that a high level of domestic
audience costs is an independent variable that explains the changes in a
committed BRI project’s status quo. It is essential to pressure the executive
to align with domestic constituents’ policy preference and convince the
foreign opponent to make concessions in the dispute. However, gauging
the level of audience costs remains problematic. In democracies, opinion
poll data on foreign policy is a major source of evidence of audience costs
(Baum 2004). Unfortunately, no opinion poll regarding public support/
disapproval of the Myitsone dam, the Letpadaung copper mine, the China—
Myanmar pipelines and other BRI projects was conducted in Myanmar.
In non-democracies, street protests help to signal public resentment
towards a foreign policy decision (Weiss 2014). This study postulates that
political mobilisation could be an indicator to attest to audience costs.
It develops a political mobilisation model to calibrate audience costs for
project continuation during Myanmar’s political transition in the 2010s.
The number of participants and geographical scope of actions are employed
to capture the level of political mobilisation. The higher the level of political
mobilisation, the higher the level of audience costs will be.

The selection of the number of participants in protests and the geographical
scope of actions are drawn from Charles Tilly’s WUNC (worthiness, unity,
number and commitment) model, which measures the strength of a social
movement (1999, 260-63). “Worthiness™ requires the suffering of people
or endorsement from respectable social leaders. ‘Unity’ refers to a direct
affirmation of identity and beliefs. ‘Number’ is the scale of support, the
number of participants, the number of cities and financial resources that
a movement can mobilise. Lastly, ‘commitment’ is the perseverance to
advance the cause’s mission, and the resistance to repression. Based on these
criteria, he introduces a formula to calibrate a social movement’s strength
as a product of the multiplication of worthiness, unity, number and
commitment (a social movement’s strength = W x U x N x C). Nonetheless,
such a formula is not accompanied by a scorecard for the measurement
of an empirical social movement’s strength. Considering the elusiveness of
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W, U and C and the challenges in quantifying each dimension,' this study
measures a movements strength with N only. Particularly, the number
of participants and the spatial diffusion of actions that can provide more
objective information for comparison.'!

This study measures audience costs in Myanmar with two dimensions,
namely the number of participants and the geographical scope of actions.
Each dimension is measured on a 3-point scale. The number of participants
is coded as small, medium or large, and a value of 1, 2 or 3 is assigned to
each level accordingly. Similarly, the geographical scope of actions is coded as
local, regional or nationwide, and a value of 1, 2 or 3 is assigned to each level
correspondingly. To put the 3-point coding into context, Tables 2.3 and 2.4
illustrate the criteria for allocating a value to the number of participants and
the geographical scope of actions. The number of participants is measured
by an aggregate turnout in movement. Data was drawn from media reports,
and information from organisers or key informants. The actual number
of participants could be much higher. If a movement reportedly involved
5,000 people or less, it would be regarded as a small turnout. A value of 1
will be assigned to it. If a movement that reportedly involved 5,001-10,000
people, it would be regarded as a medium turnout. A value of 2 would be
assigned to it. A movement that reportedly involved over 10,000 people
would be regarded as a large turnout. A value of 3 would be assigned to it
(see Table 2.3). How the geographical scope of actions is coded depends
on the pervasiveness of the actions across the country. If the actions
concentrated around the project area and spread to the vicinity, it would
be regarded as a local movement. A value of 1 would be assigned to it.
If the actions went beyond the administrative division or state, it would
be regarded as a regional movement. A value of 2 would be assigned to it.
If actions took place in Yangon, as well as at least two divisions or states,
it would be regarded as a nationwide movement. A value of 3 would be
assigned to it. The involvement of activists and civil society organisations
(CSOs) in Yangon was essential because most of the national CSOs were

10 In terms of worthiness, it is hard to determine whether a social movement that has endorsement
from a well-respected opposition leader or a movement that is rooted in entrenched injustice has a higher
level of worth. In terms of unity, it is difficult to decide whether a movement participated by members
from the same community or a movement that mobilises participants with different identities under
the same cause has a higher level of unity. In terms of commitment, it is difficult to evaluate whether
protesters who brave repression in one action or protesters who constantly participate in a movement
have a higher level of commitment.

11 Weiss (2014) also discussed the scale of anti-foreign protests by referring to the number of
participants and the number of cities involved in the actions.
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based in the commercial capital and the largest city. Yangon-based activists
and CSOs could mobilise more people in other divisions and states to
amplify their cause through their established networks (see Table 2.4).

Table 2.3: Aggregate number of participants.

Value | Size Number of participants
1 small 1-5,000

medium 5,001-10,000
3 large over 10,000

Source: Author’s measurement.

Table 2.4: Geographical scope of actions.

Value | Scope Description
1 local movement actions concentrated around the project area
and within the administrative division/state
regional movement actions at division/state level and in Yangon
3 nationwide movement | actions taking place in at least two divisions/

states and in Yangon

Source: Author’s measurement.

The level of political mobilisation is a product of the number of participants
and the geographical scope of actions (political mobilisation = number of
participants x geographical scope of actions). The range of the product of
the number of participants and the geographical scope of actions is from
1 to 9. Both the number of participants and the geographical scope of
actions must reach a strong magnitude to generate a high level of audience
costs to condition the executive’s diplomatic options. If a movement had
a low turnout (value: 1) and was confined to parochial actions (value: 1),
the product of political mobilisation would only be 1. If the number of
participants increased to 10,000 but the actions were still confined to the
local level, the maximum value of political mobilisation would remain at 3.
In the same vein, if the movement participants were less than 5,000, even
when actions that took place in more than two divisions/states and Yangon,
the maximum value of political mobilisation would be limited to 3.

Low level of pressure: 1f the political mobilisation against a BRI project
stayed at 1-3 points, only a low level of domestic audience costs would be
generated. Naypyidaw could ignore the actions concerned. The executive
would maintain the status quo of a committed BRI project. Even if
Naypyidaw claimed that it was compelled to renegotiate the project, Beijing
would dismiss the counterpart’s rhetoric.
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Problematic with room to manoeuvre: If the political mobilisation ranged
from 4 to 6 points, a medium level of domestic audience costs would
result. The campaign became problematic for the executive. Nevertheless,
the executive would still have room for manoeuvre. The executive might
suppress a movement and pay domestic audience costs that were still
manageable by the government. Conversely, depending on its preference,
it might capitalise on a movement and demand a change in a negotiated
international agreement.

Legitimacy crisis: If the value of political mobilisation reached 9 points due
to a high level of turnout and nationwide actions, a high level of domestic
audience costs would be produced. In this situation, the executive would
be caught in a legitimacy crisis for defying public expectations. If the
executive did not change the status quo of the project in accordance with
public demands, it would bear severe political consequences at home
(see Table 2.5 and Figure 2.2). Naypyidaw might shelve the project to allay
social discontent. Nevertheless, it would still be possible for Naypyidaw to
extract concessions from Beijing at the expense of its legitimacy.

Table 2.5: Level of audience costs.

Value of political mobilisation Level of Description

(number of participants x geographical audience

scope of actions) cost

1,2,3 low low level of pressure

4,6 medium problematic, but with room
for manoeuvre

9 high legitimacy crisis

Source: Author’s measurement.

It is noteworthy that the activities in the anti-BRI project movements were
not restricted to protests. This study contends that non-political actions with
a political purpose (van Deth 2014; see also Chan 2022), such as political
boycotting or buycotting, wearing clothing of a specific colour on the day of
action and attending cultural events, can help to capture public views on an
issue in a transitional Myanmar. The nature of a political activity, regarding
the authorities’ level of acceptance, could greatly affect the participant
turnout. Hence, cultural and non-confrontation activities with a political
purpose that could mobilise ordinary citizens would be considered part
of a social movement. The empirical chapters further discuss the forms of
political activities and their impacts on mobilising support.
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Figure 2.2: Intensity of political mobilisation and audience costs.

Remarks: Political mobilisation (PM) value (number of participants x geographical
scope of actions); Audience costs (AC): level of audience costs.

Source: Author’s depiction.

Concluding remarks

This chapter provides a theoretical framework that explains variations in
project outcomes in Sino—Myanmar BRI project disputes in the 2010s.
The revival of societal actors in Myanmar challenged the bilateral economic
agreements signed by the military regime. Anti-BRI project movements set
off the two-level game negotiations. Domestic constraints turned bilateral
economic cooperation into disputes. Paradoxically, they were transformed
into a source of contextual power that narrowed the acute power imbalance
between China and Myanmar. Moreover, the audience costs incurred from
acting against public demands helped to visualise Naypyidaw’s involuntary
defection to yield concessions from Beijing.

This study introduces a contextualised model of political mobilisation to
measure audience costs generated by the opposition to the BRI projects.
Diverse dispute outcomes in the Myitsone dam, the Letpadaung copper
mine and the China—Myanmar pipelines demonstrated that audience costs
alone could not guarantee that Naypyidaw would act in accordance with
the domestic audience’s preferences. Naypyidaw’s ‘audience cost dilemma’,
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which emerged in the political transition, complicated its diplomatic
decisions. At a time when the high level of political mobilisation could
turn into a legitimacy crisis, Naypyidaw could not afford to pay domestic
audience costs. It would be less likely that the executive could maintain the
status quo of the project. Even if the executive were inclined to continue the
projects, it would probably demand project renegotiation in order to gain
the domestic audience’s acceptance. Nevertheless, Beijing still held the legal
right and structural power to influence Naypyidaw’s policy preferences.
Its responses depended on the credibility of the signal sent by the Myanmar
counterpart.

The next three chapters present the application of the theoretical framework
to the empirical cases of the Myitsone dam, the Letpadaung copper mine
and the China—Myanmar pipelines that show how political mobilisation by
Myanmar’s societal actors, Naypyidaw’s preference and Beijing’s perception
intertwined to produce divergent project outcomes.
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Myitsone Dam: Social
Opposition Became
Naypyidaw’s Bargaining
Leverage

The suspension of the Myitsone hydropower dam project in 2011 abruptly
redefined Sino—Myanmar relations. More interestingly, Naypyidaw was able
to turn down Beijing’s demand to restart the project. During the political
transition in the 2010s, the project was stalled. What accounted for the
Myitsone dam project suspension? Why did Beijing tolerate Naypyidaw’s
defection in the Myitsone dam project?

On 30 September 2011, President Thein Sein unilaterally declared the
suspension of the China-backed Myitsone dam (through his tenure ended
in March 2016). In his message to the legislature, the president recognised
public concerns over the hydropower project, including the damage to the
natural beauty of the Myitsone area, the Kachin people’s loss of livelihoods,
and the potential environmental catastrophe caused by earthquakes. Thein
Sein also declared that the government was formed by elections and was
obliged to ‘respect people’s will'. Furthermore, he claimed that the social
opposition had forced the government into a corner and undermined
the country’s peace and stability (Thein Sein 2011, 25). The transitional
government portrayed the project disruption as an involuntary defection
from the bilateral agreement.
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Kachin State is one of the seven ethnic states in Myanmar. As early as
2007, Kachin people around the project site started campaigning against
the Myitsone dam. They were joined by environmentalists in Yangon and
other cities in central Myanmar two years later. The ‘Save the Ayeyarwady’
campaign that demanded the cancellation, or at least a halt, of the Myitsone
dam only rose to prominence when political opportunities expanded after
the military regime was dissolved in March 2011. In the second half of
2011, the anti-dam campaign galvanised support from all walks of life.
When political mobilisation was escalating, public sentiment eventually
reached a ‘tipping point (interview: NO09). Thein Sein subsequently
shelved the controversial project in late September. Activists interpreted
the unprecedented decision as a remarkable achievement of the Save the
Ayeyarwady campaign. However, this narrative disregarded the context that
Myanmar was a transitional polity which was not fully accountable to the
public. Naypyidaw had its policy preference in the midst of the controversy.
Also, it belied the fact that Beijing was a contractual party in the agreement.
Beijing had the legal right to demand Naypyidaw comply with the contract,
not to mention other foreign policy tools that it could leverage. Beijing’s
restraint in the dispute should not be taken for granted.

This theoretical and empirical puzzle originated from Myanmar’s political
transition. Mutual benefit is essential to forge an international agreement in
the two-level game negotiations. Under the military dictatorship, the junta
was not bound by domestic constraints when concluding international
agreements: the two-level game was omitted in bilateral agreements between
Myanmar and its negotiating counterparts. However, in the post-military
era, the rise of civil society activated the two-level game (see Putnam
1988). Domestic constituents, who were silent in the past, demanded an
annulment of the Myitsone dam agreement. The public’s disapproval of
the project turned the economic cooperation into an international dispute.

A public outcry after the signing of an international agreement distorted
the two-level game theory’s negotiation sequence. When encountering
a conflict between the policy preferences of the domestic audience and
the international partner, the Myanmar transitional government faced an
‘audience cost dilemma’ (see Chapter 2; Chan 2017a). To many people’s
surprise, especially Beijing’s, Thein Sein chose to pay international audience
costs over domestic audience costs in the dam project controversy. Naypyidaw

1 Ayeyarwady is also spelled Irrawaddy. The former is the new name adopted by the military
government in 1989, whereas the latter was the colonial name. See footnote 10 in Chapter 1.
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did not negotiate with Beijing for a solution but suspended the project
unilaterally. Beijing demanded Naypyidaw fulfil its contractual obligations
repeatedly (The Commissioner’s Office of China’s Foreign Ministry in the
Hong Kong SAR 2011a). Despite years of renegotiations for the project
resumption, Naypyidaw, under both the Thein Sein administration and the
subsequent National League for Democracy (NLD)-led administration, did
not back down. Moreover, the project setback, often cited by international
media and critics, undermined Beijing’s economic interests* and harmed its
prestige (Shi 2016; Bi 2014; Sun 2012b).

This chapter primarily centres around the negotiations between Naypyidaw
and Beijing in Myanmar’s first year of political transition. It answers the
puzzle of the Myitsone dam suspension by a three-tier audience cost
mechanism (Chan 2017a). It argues that unmistakable signalling effects of
the Save the Ayeyarwady campaign opened up renegotiation opportunities
in the two-level game. The campaign generated a high level of audience costs
after the conclusion of the international agreement sandwiched Naypyidaw
between domestic audience and the international partner. As the executive’s
preference coincided with public expectations in the dispute, domestic
audience costs was turned into Naypyidaw’s bargaining power. Even though
Beijing regularly brought the controversy to Naypyidaw’s attention at the
high-level meetings,® it acknowledged that Naypyidaw was constrained
by its domestic audience. As such, Beijing did not coerce the Thein Sein
administration into project implementation. Conversely, it attempted
to influence domestic actors in the host country for project resumption.
Chapter 6 will explain why the Aung San Suu Kyi-led administration was
willing to foster Belt and Road Initiative (BRI) cooperation with Beijing
but evaded the issue of the Myitsone dam resumption in the second half of
Myanmar’s political transition period.

To answer the puzzle of the Myitsone dam suspension at Beijing’s expense,
the remainder of this chapter is structured as follows: The second section
presents the background of the controversial project. The third section offers
a context of opposition to the dam prior to Myanmar’s political transition.
The fourth section identifies the critical events in the Save the Ayeyarwady
movement and delineates tactical interaction among Myanmar’s societal

2 The postponement of the project paralysed all other dams, costing USD 20 billion in total, and the
cost of the project keeps rising due to the delay.

3 Beijing took a more proactive stance in negotiating the Myitsone dam dispute with Naypyidaw
after the suspension expired in April 2016.
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actors, Naypyidaw and Beijing in the project dispute in the early phase of
the host country’s democratisation. The next section measures Naypyidaw’s
domestic audience costs incurred in project continuation by looking at
the anti-dam political mobilisation. The sixth section adopts the three-tier
audience cost mechanism in the Myitsone dam controversy that explains the
shelve of the project. The seventh section discusses the validity of commonly
cited alternative explanations for the dam suspension, including the US—
Myanmar rapprochement and the outbreak of civil war in Kachin State.

About the Myitsone dam project

The Myitsone hydropower dam project is a bilateral economic cooperation
between Myanmar and China. The agreement was signed before the official
launch of the BRI but was regarded as an important component of Beijing’s
grand strategy. Aung Lynn Hrut (2011), a former major who defected from
the military regime in 2005, recalled that Chinese President Hu Jintao
and Myanmar’s State Peace and Development Council (SPDC) Senior
General Than Shwe discussed the Myitsone dam cooperation at the Asian—
African Summit in Jakarta in April 2005. With the endorsement of the top
leaders from the two countries, the Chinese state-owned enterprise (SOE)
China Power Investment (CPI)* was invited by Myanmar to invest and
develop the project in October 2006. A memorandum of understanding
(MOU) was signed in December 2006. After years of negotiation, China’s
National Energy Administration and Myanmars Ministry of Electric
Power No. 1 (MOEP-1) signed a framework agreement on the Myitsone
dam. In December 2009, China’s then Vice-President (current President)
Xi Jinping visited Myanmar. The bilateral agreement of the Ayeyarwady
hydropower dams was concluded among CPI, the MOEP-1, and Myanmar-
based Asia World Company (AWC) (New Light of Myanmar 2009, 2).
The three parties founded a joint venture named Upstream Ayeyarwady
Confluence Basic Hydropower Co. Ltd. CPI, MOEP-1 and AWC
controlled 80 per cent, 15 per cent and 5 per cent of the shares respectively
(Upstream Ayeyawady Confluence Basin Hydropower Corporation Limited
2015a). After signing the agreement, the construction of the project began
immediately (New Light of Myanmar 2009, 2).

4 China Power Investment (CPI) merged with State Nuclear Power Technology Corporation and
restructured as the State Power Investment Corporation in May 2015. This study refers to the Chinese
investor as CPI to avoid confusion.



3. MYITSONE DAM

Figure 3.1: Location of the Myitsone dam.
Source: Author’s illustration.

The Myitsone dam is the centrepiece of the seven-dam cascades in Kachin
State in northern Myanmar that borders China (see Figure 3.1).° The
152-metre-tall dam would be located at the Myitsone confluence where
the Mali Hka River and the N’Mai Hka River join to form the Ayeyarwady

5  The cascade of dams on the Mali Hka River and the N’Mai Hka River are Chipwi, Wutsok, Hpizaw,
Kanglanhpu, Renam, Laza and Myitsone.
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River. A reservoir about 766 km?, as large as Singapore, would be created.
The Myitsone dam was designed with a capacity of 6,000 megawatts. The
capacity of the seven dams combined would be up to 20,000 megawatts.
The Myitsone dam alone cost about USD 3.6 billion.® The construction
cost for the cascade of dams was estimated at USD 20 billion, reportedly
financed by China’s policy banks (Shi 2016; International Rivers n.d.).

The project was dubbed ‘Chinas overseas Three Gorges Dam’ due to the
gigantic scale of the project and the uneven distribution of the electricity
— Myanmar and China would consume 10 per cent and 90 per cent of
the electricity generated respectively. To counter criticism of the unfair
distribution of gains in the project, CPI claimed that Naypyidaw offered to
sell the surplus electricity to China because it had sufficient energy (Upstream
Ayeyawady Confluence Basin Hydropower Corporation Limited 2015b).”
In return, Myanmar could gain USD 54 billion from commercial tax, free
power and dividends from the project (China Daily 2011). Under a build-
operate-transfer model of the project, concession period was set to be 50 years.
People in Myanmar generally perceived the export-oriented hydropower dam
was built to serve Chinas energy needs rather than Myanmar’s. Table 3.1
summarises basic information about the Myitsone dam.

Table 3.1: Basic information about the Myitsone hydropower dam project.

Name of the joint venture Upstream Ayeyarwady Confluence Basic
Hydropower Co. Ltd.

Ownership structure China Power Investment (CPI): 80%;
Myanmar’s Ministry of Electric Power No. 1 (MOPE-1):
15%; and
Asia World Company (AWC): 5%

Location Kachin State

Capacity 6,000 megawatts (up to 20,000 megawatts for the

seven-dam cascade)

Construction cost (estimate) | USD 3.6 billion

Contract signed December 2009

Status Suspension (from September 2011 onwards)
Concession period 50 years

Energy distribution Myanmar obtains 10% of power for free; 90% of the

electricity generated will be transmitted to China

Source: Author’s summary.

6 It was reported that the cost of the Myitsone dam rose to USD 8 billion in 2015, according to the
Chinese investor (Ye Mon and Hammond 2015). The cost for the collection of dams was also supposed
to be hiked.

7 Half of the population in Myanmar had no access to electricity in 2010 (World Bank Group 2016).
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Project controversies

The Ayeyarwady River is known as the national river of Myanmar. It runs
from Kachin State and flows along Mandalay, Magway and Ayeyarwady
Divisions before entering the Andaman Sea. The catchment area spreads
across 46,000 km* (Biodiversity and Nature Conservation Association
2009, 1). Some has referred it as the Mother Ayeyarwady, while others
characterised it as the country’s lifeblood (see Kyaw Min Lu 2011). In terms
of the economic value, the Ayeyarwady River has been critical to the
livelihoods of farmers and fishermen. It has also served as a paramount
commercial waterway (Hadfield 2014). In terms of cultural value, the river
has been known as the birthplace of civilisation (Ministry of Environmental
Conservation and Forestry of the Republic of the Union of Myanmar
2014). Successive kingdoms built their capitals, such as Bagan, Amarapura
and Mandalay, along the Ayeyarwady River (interview: N10). Innumerable
songs, poems and stories have been inspired by the river over the centuries
(Hadfield 2014). The Ayeyarwady River has also fostered unity in an
ethnically diverse country. A Kachin activist opined that ‘without the
Ayeyarwady River, Myanmar could not be known as Myanmar’ (interview:
NO08). In 2011, environmentalists pinpointed that the health of the
Ayeyarwady River had been deteriorating due to deforestation and pollution.
The flow of the river was weakened, with more sediments washed into the
river. They warned that the dam would worsen the problem (interview:
N11).® People were compelled to stop the Myitsone dam as the project
might prevent the free flow of the river (interview: P09).

The Ayeyarwady River is unique to people in Myanmar. It overshadows
other rivers in the country. The campaign against the proposed Mong
Ton dam and other hydropower dams on the Thanlwin River’ mirrored
the Save the Ayeyarwady movement but did not obtain the same level of
support from the public. The scale of the 7,110-megawatt Mong Ton dam
was even larger than the Myitsone dam. Besides mass displacement and

8  The longitudinal study found that the discharge of the Ayeyarwady River had significantly
decreased compared to a hundred years ago. It was anticipated that if the Myitsone dam were built, the
problem would be intensified (interview: N11).

9  The transboundary Thanlwin River flows from China to Thailand. It passes through Myanmar’s
Shan States, Kayin State and Kayah State before reaching Thailand. The dam cascade comprises Mong
Ton, Kunlong, Hatgyi and other dams. The project is owned and funded by a joint venture between
several Chinese, Thai and Myanmar companies and entities, including China Three Gorges (CTG),
China Southern Power Grid (CSG), the Electricity Generating Authority of Thailand (EGAT), and
Myanmar’s Ministry of Electric Power (MOEP) (BankTrack 2016). EGAT planned to purchase 90 per
cent of the electricity generated by the Mong Ton dam (Pollard 2015).
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environmental concerns, electricity generated would be transmitted to
Thailand (Salween Watch Coalition 2016). Ethnic nationals in Shan, Kayin,
Kayah and Mon States collected thousands of signatures to call for the halt
of the dam (Independent Mon News Agency 2015). The Thanlwin River
passes through several ethnic states but not central Myanmar. An ethnic
activist lamented that the anti-dam movement failed to attract reverberation
in central Myanmar even though political control was greatly relaxed after
2012 (interview: N12; Lamb and Dao 2017).

The location of the Myitsone dam was also central to the project contention.
The dam is located in Kachin State, which borders China. Soon after Burma’s
independence in 1947, the Kachin Independent Army (KIA), under the
command of the Kachin Independence Organisation (KIO), engaged in a
civil war with the 7atmadaw (Myanmar military). In 1994, both sides entered
into a ceasefire agreement. Since 2007, the KIO has categorically opposed
the project. It warned that the project could destabilise the area (Ye Htut
2019). The dam was deemed to impose disproportionate adverse social and
environmental impacts on the Kachin people. Homelands and livelihoods of
18,000 people in the ethnic state would be ruined (Biodiversity and Nature
Conservation Association 2009, 35; Kachin Development Networking
Group 2007). Apart from displacement, local people did not want the
Myitsone confluence and other cultural heritage sites on Kachin land to be
destroyed (Kachin Development Networking Group 2007). Furthermore,
the dam is located 100 km away from the Sagaing fault line, which poses
safety concerns to communities in the area (International Rivers 2011).

Underground anti-dam activities under the
military rule

This study argues that social opposition was the independent variable
that changed the status quo of a committed Chinese project in Myanmar.
Prior to the popular Save the Ayeyarwady campaign launched in central
Myanmar, Kachin people had resisted the project. Laur Kiik (2016)
suggests that the suspension of the Myitsone dam was caused by the clash
of three nationalisms: Kachin, Myanmar and Chinese. Kachin people’s
resistance to exploitation from Burman and Chinese was essential to halt
the project. While recognising the bravery of the Kachin people in defying
the military government in the Myitsone dam project, it was doubtful
if their underground movement could generate a high level of domestic
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audience costs when the political system was closed. Numerous Kachin
social and political elites shared that there was not much they could do
before the political transition began (interviews: N13, P10, P11). Under
the repressive political environment, any gathering of five or more people
was prohibited.’” Additionally, harassment from the military intelligence
and Special Branch police discouraged visible political defiance."
Furthermore, the anti-dam mobilisation was greatly impeded by inaccessible
telecommunication when the service was monopolised by a military-backed
company (interview: N13)."? This section reviews the anti-dam activities
that first emerged in Kachin State during the military dictatorship.

Anti-dam activities in Kachin State

While most of the organisations in Kachin State were silenced by the military
regime, the Kachin Baptist Convention (KBC), the Kachin Development
Networking Group (KDNG) and its sister organisation, the All Kachin
Students’ Union (AKSU), were at the forefront of the anti-Myitsone dam
movement. In the government-controlled areas of the ethnic state, KBC,
as a faith-based organisation, was a major platform that raised awareness of
the Myitsone dam. Meanwhile, in the KIO-controlled area in Myanmar or
overseas, KDNG and AKSU enjoyed more freedom to campaign against
the project. Before the announcement of the Myitsone dam construction
in May 2007 (New Light of Myanmar 2007, 2), KDNG educated villagers
about the social and environmental impacts of hydropower dams."”? With
the support of cross-border organisations in Thailand, KDNG (2009,
2007) exposed the threats of the dam in reports, for example, Damming the
Irrawaddy and Resisting the Flood. Furthermore, KDNG and AKSU carried

10 Martial Law Order 2/88 (1988), promulgated by the military government, stipulated that any
‘gathering, walking, marching in procession, chanting slogans, delivering speeches, agitating, and
creating disturbances on the streets by a group of five or more people is banned regardless of whether the
act is with the intention of creating disturbances or of committing a crime or not’, see also Ian Holliday
(2011, 7).

11 The Special Branch police was one of the special departments of the Myanmar Police Force. The unit
was tasked with monitoring political dissidents deemed threats to political stability (see Selth 2012).

12 The price of a mobile phone sim card was unreasonably high under the military regime due to
this market monopoly. The New York Times reported that a sim card cost USD 2,500. Only 3 per
cent of the population in Myanmar could afford a mobile phone in 2011 (Fuller and Pfanner 2013).
In 2012, the price of a sim card fell to USD 1,000 (International Crisis Group 2012b, 3), still beyond
the affordability of ordinary citizens.

13 As early as 2002, the Kachin Development Networking Group (2007) learned that the Japanese
Kansai Electric Power Company (KEPCO) planned to develop the Myitsone dam project. Later on,
KEPCO withdrew from the project. KDNG’s Chiangmai office found that the project was far from
dead (interview: N14).
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out clandestine activities around the project site and Myitkyina, the capital
city in Kachin State, under KBC’s protection (interview: N14). Activities
were usually organised in the name of charity, Bible study or youth gathering
to eschew unwanted attention from the Special Branch police (interviews:

N15, N16, N17).

People could still convey their political message through collective actions
even when political opportunities were closed. In the seventeenth to
nineteenth centuries, people took a less confrontational approach that
‘[stayed] in the shadow of existing power holders and [adapted] routines
sanctioned by those power holders’ (Tilly 1983, 466). Under the military
dictatorship in Myanmar, villagers avoided challenging the powerholders.
They raised demands through petitions, which conformed to the regime’s
political norm (O’Brien 1996). From 2007 onwards, Kachin people
repeatedly opposed the Myitsone dam through petitions. In May 2007,
12 respected community leaders sent an open letter to Naypyidaw to call
for the halt of the project. The leaders who put their names on the letter
incurred huge personal risk (Kachin Development Networking Group
2007, 54-56). In the following years, a few thousand Kachin people
reportedly signed anti-dam petitions." With the imminent construction of
the dam, churches in Kachin State were more vocal in the hope of halting
the project.” Through coordination by Protestant and Catholic churches,
at least 58 churches organised prayer meetings that were held to express
concerns over the dam in 2009-2010."

14 In November 2007, a group of activists affiliated with KBC collected signatures against the Myitsone
dam. About 1,000 people signed the petition. Before the group submitted the letter to the authorities, five
organisers were arrested and detained for two days (Amnesty International 2010, 50). Villagers affected
by the Myitsone dam continued to appeal to the authorities. In September 2009, 20 villagers urged the
military government to conduct environmental and social impact assessments of the project (Kachin
Development Networking Group 2009, 17). In the following month, through the support of 50 pastors
in Kachin State, two Kachin organisations received over 4,000 signatures from residents. However, the
petition letters were sent to the Chinese government instead of the military government (Guardian 2011).
15  On 9 October 2009, Northern Regional Command Commander Soe Win ordered villagers to
move to the ‘Model Villages’, relocation camps.

16  In a religious service at the Myitsone confluence on 10 October 2009, 300 villagers with different
faiths participated (Kachin Development Networking Group 2009, 15). When tensions were running
high in Kachin State due to the eviction of villages in Myitkyina and Waingmaw townships in late
December 2009, more mobilisation was observed. Kachin Baptist churches organised 24-hour prayer
vigils with the hope of halting the project. Fifty-eight churches under the umbrella of Myitkyina Kachin
Zional Baptist Church echoed the call from the denomination in January 2010. Catholic communities
also joined the Baptists to hold prayer meetings to show their defiance (The Union of Catholic Asian
News 2010). In February 2010, another prayer meeting was held at Our Lady Queen of Heaven Church
in Tangphre village (The Union of Catholic Asian News 2010).
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Closed political systems are more likely to push opposition to resort to
unconventional means in their advocacy (della Porta 2008). AKSU showed
their defiance towards the military government by posting anti-dam messages
around Myitkyina."” In December 2009, when CPI held the inauguration
ceremony for the dam, the group even greeted the event with 500 anti-dam
posters in the city (Kachin News 2009a). Violent actions followed, as
conventional political activities did not yield any impact. At midnight on
17 April 2010, fourteen bombs exploded in the vicinity of the dam site.”* These
were a few exceptional radical actions in Kachin State. The bombings failed
to deter Naypyidaw from continuing the Myitsone dam. Security around the
project site was tightened up. A curfew was imposed, and checkpoints were
set up between Myitkyina and the project area to prohibit the movement of
villagers (Kachin News 2010). Moreover, dozens of people were arrested and
briefly detained for interrogation (interview: V02). Villagers were also evicted
from the project site soon after the bombing.

Anti-dam campaign in central Myanmar

The Save the Ayeyarwady campaign aimed at protecting the national river
from the Myitsone dam was set off in central Myanmar in 2010. The
political environment under the military regime did not favour political
mobilisation. Environmentalists and public intellectuals observed relaxation
of political control after the adoption of the 2008 Constitution. For any
social movement to generate bargaining power, there must be some degree
of organisation, even though it is difficult to draw a boundary between
the actors in it (McAdam and Snow 2010; Tarrow 2011). In the anti-dam
campaign, two groups of environmentalists raised public awareness of the
Ayeyarwady River, namely Soe Win Nyein-led Green Hearts Environmental
Network (Green Hearts) and the Myint Zaw-led Juu Foundation." Activists
in central Myanmar, however, were not yet connected to activists in Kachin
State before the political transition.

Upon learning of the construction of the Myitsone dam from state-owned
media, activists from the Green Hearts and the Juu Foundation organised
several boat trips to document the natural environmentand people’s livelihoods

17 AKSU launched its slogan-painting campaign in Myitkyina in November 2007 (Kachin News 2007).
The group also put up makeshift handwritten anti-dam posters around the city (Kachin News 2009b).

18 One Chinese engineer was injured, and a few vehicles were damaged in the blasts. The KIO denied
responsibility for the attack. The identity of the perpetrator is unknown (Wai Moe 2010).

19 Juu is a writer and public intellectual. Juu Foundation is not an environmental organisation but
was deeply involved in the anti-dam campaign from 2010 to 2011. Myint Zaw was a core member of
the organisation. He won the 2015 Goldman Environmental Prize for co-ordinating the anti-Myitsone
dam campaign.
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along the Ayeyarwady River in 2009-2010. Afterwards, the two networks
organised at least five art exhibitions from May 2010 to March 2011.% Photos,
paintings and cartoons on the Ayeyarwady River were shown. Like the Kachin
activists, campaigners in Yangon comprehended that the Myitsone dam was a
sensitive issue. They deliberately avoided any overt message against the Sino—
Myanmar project in the campaign to mitigate political risks. In one of the
Green Heart's exhibitions, the group named the event Save the Ayeyarwady.
It set the tone for the campaign that concerned the beauty and health of this
national river. Celebrities and environmentalists were invited to give speeches
during the shows. Participants were limited to environmentalists and civil
society organisation (CSO) members (interview: N18). The exhibitions
obtained permission from the Ministry of Information’s censorship board,
but Special Branch police still came to monitor the events (interview: N19).
The organisers were interrogated, but no one was arrested.

In the first year of the Save the Ayeyarwady campaign, little public discussion
about the Myitsone dam project was held, not to mention the display of public
outcry. Nevertheless, the campaign built a network of environmentalists,
journalists, intellectuals and artists who became the backbone of the anti-dam
movement. In 2010, the campaign objective was to raise public awareness of
the Ayeyarwady River. To derail the project was inconceivable to the organisers
(interview: N20). Project construction commenced in 2009. Before assuming
the presidency, Thein Sein visited the project site in late January 2011.
He urged CPI to pay serious attention to the dam’s environmental impacts
but emphasised the importance of the project to Myanmar’s development
(New Light of Myanmar 2011a, 1, 8). Back then, no signs indicated that
Naypyidaw would defect from BRI cooperation.

Gauging political opportunities in the
‘Save the Ayeyarwady’ movement

Under the Thein Sein administration, the anti-Myitsone dam campaign
snowballed while political liberalisation was underway. Domestic
constituents’ ability to sanction political leaders for unfavourable foreign
policy increased. The higher the domestic audience costs the campaign could
generate, the less flexibility the incumbent could maintain in that foreign

20  Green Hearts organised two exhibitions in 2010 (interview: N18), while Juu Foundation had five,
namely, ‘Heat Stroke’ in May 2010, ‘Art Cries, Save Soil” in October 2010 and ‘Art of Watershed (Parts
1, 2 and 3)’ in February to March 2011 (interviews: N09; N20).
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policy. In the early phase of the political transition, people were cautious
about the genuineness of political reform. Memories of political repression
were etched in people’s minds. Campaign organisers refrained from holding
confrontational activities against the dam (interview: N21). However, they
often pushed the envelope to convey the anti-dam message. In Kachin State,
people did not perceive political changes like their compatriots in central
Myanmar. Most of the Kachin people feared speaking against the dam until
its suspension in September. Naypyidaw never responded to their petitions.
At the same time, the Kachin State government intimidated activists and
further limited their political space. Mobilisation in the ethnic state was
comparatively weaker in the same period of time. This study argues that it
was the political mobilisation against the Myitsone dam in central Myanmar
that changed the course of events in the first six months of the host country’s
political transition.

From April to September 2011, the anti-dam movement can be divided
into three phases. From April to June, the campaign still centred around
awareness-raising. Starting from July, technocrats took on the dam and even
Aung San Suu Kyi became a prominent ally in the campaign. In September,
people overcame their fear and visualise public disapproval of the Myitsone
dam by participating in cultural activities. Naypyidaw’s responses intensified
the strain in the disputes, expanded political opportunities and increased
the challengers’ prospects of success (see Table 3.2).

Table 3.2: Chronology of the Myitsone dam controversy.

Signing of the agreement

20 Dec 2009 The signing of the Myitsone dam contract.

21 Dec 2009 The project broke ground.

Mar 2010 The completion of the environmental impact assessment
report.

Anti-dam activities under the military government

2009 -Mar 201 Prayer meetings, petitions and other awareness-raising
activities were organised in Kachin State. A bombing attack
occurred near the project site in April 2010.

Dec 2009 -Mar Activists organised boat trips, art exhibitions, environmental
2011 journalism trainings and other awareness-raising activities
in Yangon.

Phase 1 of the anti-Myitsone dam campaign: Information dissemination

Apr 2011 Environmental journalism trainings were organised in Yangon.

Jun 2011 Kachin churches’ environmental activities.
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Phase 2 of the anti-dam campaign: Recruiting influential allies

Jul20M The leak of the environmental impact assessment report.

8-9 Aug 2011 Commentaries backing the continuation of the project
published in the state-owned newspaper.

11 Aug 2011 Aung San Suu Kyi urged the president to review the dam
in an open letter.

17 Aug 2011 The first anti-dam article published on Eleven Media.

Phase 3 of the anti-dam campaign: Public mobilisation

Sep 2011 Cultural activities, including literary talks, art exhibitions and
book launches, were organised in Yangon and other major
cities.

17 Sep 2011 The government organised a workshop in Naypyidaw to

discuss the dam’s impacts.

30 Sep 2011 The president announced the suspension of the Myitsone dam.

Source: Author’s summary.

Awareness-raising through information campaign
(April = July 2011)

Between April and July 2011, activities in the Save the Ayeyarwady campaign
were not much different from that of 2010. The main objective was to
make the public concerned about the Myitsone dam. However, more efforts
were dedicated to networking with the media to disseminate the message.
When media censorship was strictly imposed, journalists and writers
did not dare to cross the red line to report political issues. Nevertheless,
journalists had more space to discuss environmental issues (interview:
N09). Environmentalist Myint Zaw?' together with Daw Devi Than Cin,*
a renowned environmentalist and the chief editor of Aung Pin Lae magazine,
and a Yangon-based environmental organisation ran several environmental
journalism workshops. Around 15-20 journalists participated in each
workshop (interviews: N22, N23). Participants were encouraged to set up
an environmental column in their respective journals (interview: N22).
From April 2011 onwards, the environmental organisation continued
organising media training on the Myitsone dam. Journalists began to test

21  After the catastrophic Cyclone Nargis in 2008, Myint Zaw became devoted to relief work in
the Ayeyarwady Delta. The experience also drove him to work on environmental issues as he found
that farmers were vulnerable to natural disasters. This also prompted him to introduce environmental
journalism to Myanmar. Myint Zaw has also worked at Eleven Media.

22 Devi Than Cin is a descendant of the last monarchy in Myanmar. Many people in the country
respect her.
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the water on the Myitsone reporting. They first wrote about the social and
environmental impacts of overseas mega hydropower dams. Commentaries
on the Myitsone dam only emerged in the later stage of the movement
(interview: N09). An established journalist network provided the campaign
with an edge in advocating its message when political opportunities widened
in 2011.

In Kachin State, KBC remained one of the most influential organisations
to mobilise collective actions. Roughly 1,000 young people took part in
cultural activities in June to mark the 2011 World Environment Day.
In one of the events, young people planted 300 trees in Myitkyina and the
vicinity. KDNG and Kachin independent media organisations connected
the activities to the environmental problems caused by the Myitsone dam
construction. They blamed the project for mass deforestation (Kachin News
2011). The events educated the Kachin people about the potential risks
of the dam. The environmental focus of the actions left room for organisers
to manoeuvre if Naypyidaw cracked down on the anti-dam activities.

Movement expansion with elites’ support
(August 2011)

The leak of an environmental impact assessment (EIA) report brought
the Save the Ayeyarwady campaign into the second phase. The incident
triggered the involvement of social and political elites, including the leading
opposition leader Aung San Suu Kyi. Around July 2011, an environmental
baseline report of the Myitsone dam conducted by Myanmar’s Biodiversity
and Nature Conservation Association (BANCA) was disclosed to CSOs.?
BANCA acknowledged the potential risks of the mega project. It suggested
that two smaller dams on the upstream rivers should substitute the Myitsone
dam (Biodiversity and Nature Conservation Association 2009, 25). These
findings were omitted in the EIA report issued by the CPL.* The leaked

23 In December 2008, Myanmar’s Biodiversity and Nature Conservation Association (BANCA) was
commissioned to participate in the EIA for the Myitsone dam project led by China’s Changjiang Institute
of Survey, Planning, Design and Research (CISPDR) (International Rivers 2011, 6). BANCA submitted
the report of the environmental baseline survey to CISPDR in October 2009. Although CISPDR
only finalised the EIA in March 2010, the construction of the dam commenced in December 2009
(Upstream Ayeyawady Confluence Basin Hydropower Corporation Limited 2011a). More interestingly,
then Director-General of the Ministry of Information Ye Htut (2019) claimed that Naypyidaw had no
access to the EIA findings.

24 Later on, BANCA chairman Htin Hla revealed that the Chinese partner deleted many findings
submitted by his organisation (Mizzima 2011c).
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BANCA report raised questions about the genuineness of the EIA process.
Afterwards, several retired government officials stood up against the project
and became influential allies in the anti-dam movement. Tun Lwin, retired
Director-General of the Department of Meteorology and Hydrology, was
one of the first technocrats who lent his voice to the Save the Ayeyarwady
campaign. Ohn, former Director of the Forest Department and Cho,
retired Deputy Director of the Irrigation Department, also joined Tun
Lwin to discuss the environmental and social impacts of the dam from a
technical perspective (interview: N09). These well-respected figures were
invited to public talks (interview: N20). Their analysis corroborated the
campaign message that the Myitsone dam would be a threat to the health of
the Ayeyarwady River. The BANCA’s findings stirred anti-dam sentiment
on social media. In response, state media New Light of Myanmar published
Perpetual Natural Heritage Relayed with Good Volition (A Staff Member of
MEPE 2011) and We Also Love River Ayeyarwady (Kyaw Min Lu 2011) from
9 to 10 August, attempted to repudiate critiques of the dams as rumours.
In September, MOEP-1 Minister Zaw Min revealed that he was the author
of the first article (Mizzima 2011a). This indicated Naypyidaw’s preference
for project continuation.

The anti-dam movement gained momentum, following growing pushback
from social elites. On 11 August, Aung San Suu Kyi called for a reassessment
of the Myitsone dam. Her involvement strengthened the movement with
worthiness, in Tilly’s (1999, 260) vernacular, and put the controversial
project under the international spotlight. Aung San Suu Kyi became another
important ally in the movement and prompted new actors to engage in the
campaign (see Tarrow 2011). In her open letter to the president, Aung San
Suu Kyi (2011) underlined that ‘the Irrawaddy is under threat’, and stated
that ‘an environmental impact assessment report has generated intense
concern’. Her letter highlighted the environmental and social issues in
the project, including the weakened flow of water due to soil erosion, the
safety issue because the dam was situated in an earthquake-prone area, the
threats to farmers’ livelihoods and the loss of Kachin villagers’ homelands.
These arguments coincided with BANCA’ findings. Although numerous
environmentalists urged Aung San Suu Kyi to support the movement in
early 2011, her letter only came in mid-August (interviews: N08; N09;
N24). Aung San Suu Kyi seized the moment to add her voice when anti-
dam sentiment was mounting in the country. Afterwards, the 88 Generation
Peace and Open Society (88 Generation), formed by activists involved
in the 1988 Uprising, issued a statement on 15 August. Many other



3. MYITSONE DAM

groups organised activities to oppose the project in the following weeks.
The expansion of the anti-dam coalition swiftly increased the audience costs
in the Myitsone dam controversy.

Naypyidaw shifted its preference regarding the Myitsone dam when it
allowed the first critical article to be published. Than Htut Aung, chief
executive officer of Eleven Media, was the first media heavyweight who
confronted the Myitsone dam.” He warned that the project would pose
imminent threats to the environment and livelihoods of people during the
media group’s anniversary in June 2011. He even drew on nationalism and
criticised Naypyidaw for reinforcing China’s dominance in the country
(The Nation 2012; see also Lamb and Dao 2017). From 15 August onwards,
the daily propaganda in state media against the foreign and exiled media
was removed.”® The relaxation of media control was observed when anti-
dam articles could get published. Even though prepublication censorship
was still in place, the Press Scrutiny and Registration Department allowed
Eleven Media’s article, ‘Pragmatic comments by EMG [Eleven Media Group]
and Ludu U Sein Win on hydropower project’, to publish on 17 August.
Eleven Media’s critique of the Myitsone dam opened the floodgates for more
anti-dam reports in journals (Reuters 2011).*” In August and September,
7Day News, The Voice and other journals also covered adverse impacts
of the Myitsone dam and anti-dam environmental activities (interview:
N25). Reports opposing the Myitsone dam could be published after being
mellowed by the censorship board (interviews: J01, J02, J03, N20). Those
articles that were critical of the Myitsone dam shaped the public agenda,
heightened public awareness, influenced public opinion and eventually
stimulated political participation. With the proliferation of anti-dam
sentiment, acting contrary to public demands became costlier. Naypyidaw
could have muzzled anti-dam reports to curtail domestic audience costs.
Its acquiescence to anti-dam mobilisation implied the shift in Thein Sein’s
preference over the Myitsone dam implementation.

25  Eleven Media Group received the 2011 Press Freedom Prize from the Reporters Without Borders.
Than Htut Aung attributed the honour to his media group’s critical reporting on the Myitsone dam
(Wai Moe 2011b).

26 The propaganda statements: ‘VOA, BBC-sowing hatred among the people’; ‘RFA, DVB-generating
public outrage’; and ‘Do not allow ourselves to be swayed by killer broadcasts designed to cause trouble’
used to be published in state media daily.

27 Prior to April 2013, the Myanmar government did not allow private media to run daily newspapers
(Aung Hla Tun 2012a).
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Political mobilisation in the ‘Save the Ayeyarwady’
campaign (September 2011)

The Save the Ayeyarwady campaign entered its most critical phase in
September 2011. The domestic audience costs for project continuation
had become visible and accumulated to a new level. Naypyidaw could
have contained the growth of audience costs by restricting civil and
political rights in the reform period. Notwithstanding intimidation against
activity organisers, the government granted permissions for most of the
art exhibitions and literary talks (or community talks) that allowed the
mobilisation to grow.*® Naypyidaw signalled to Beijing that its hands were
tied in the dam controversy.

The movement’s success could be attributed to the moderate form of
political mobilisation, for instance, literary talks, art exhibitions, T-shirt
campaigns and cultural songs. These non-political actions with a political
purpose (see van Deth 2014) made people feel safe about getting involved.
88 Generation, Myanmar Writers and Journalists Association, Green Hearts,
National Democratic Force and other groups launched signature campaigns
to oppose the project. Thousands of names were collected (interviews: J03,
N18, N30). Meanwhile, CSOs, like Safety Net, Juu Foundation and Sein
Yawl Soe (Green Activities), organised literary talks in Yangon, Mandalay
and other parts of the country (interviews: N09, N24; N26).” In Yangon,
about 500 to 1,000 people turned outat each of the talks. Outside Yangon, the
turnout varied from 100 to 500 (interviews: N27, N28). Organisers usually
produced video discs based on the talks and distributed them through street
vendors (interviews: N20, N28). Outside Yangon, more anti-dam activities
were mobilised through the CSO network that was forged in the aftermath
of Cyclone Nargis.** In Mandalay, local environmentalists organised a boat
trip to deliver leaflets to the communities along the Ayeyarwady River
in Mandalay Division. About 10,000 leaflets and 150 campaign T-shirts

28  Although freedom of expression was repressed under the military regime, there was some tolerance
for writers and celebrities to give public speeches and audiences to receive information through literary
talks (interviews: J03, NO7). When political commentaries were not allowed in the mainstream media,
literary talks were important channels for people to receive alternative sources of information.

29 In Yangon, Tun Lwin and other celebrities delivered talks in a monastery in Mingalardon Township.
About 500 people participated in the event (Mizzima 2011d). In one literary talk in North Oakalapa
Township, roughly 1,000 people attended (interview: N20). In Mandalay, a local environmental
organisation invited famous environmentalists to their literary talks. They also organised awareness-
raising activities in Shanemagar, Mandalay Division (interviews: N26, N27).

30 For the development of a civil society network in Myanmar, see Chapter 1.
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were disseminated (interview: N27). In Myitkyina, an environmental
organisation’s volunteers organised two candlelight vigils to pray for the
halt of the project. About 100 people participated in them. The group also
distributed anti-dam leaflets and stickers secretly (interview: N29).

The division among the ruling elites on the Myitsone dam was exposed
in a MOEP-1-organised event on 17 September.’’ In the ‘Impact of
Hydropower Projects in Ayeyarwady Basin on Ayeyarwady River and
Natural Environment” workshop, Minister for Industry No. 2 Soe Thein
questioned the credibility of the EIA and called for a review of the contract.
Minister for Environmental Conservation and Forestry Win Tun warned
that the dam’s perennial destruction of the environment would outweigh the
economic benefits (Wai Moe 2011a). The ruling elites’ dissenting opinion
widened political opportunities in the anti-dam campaign (see Tarrow
2011). Following the debate among the ruling elites, Thein Sein decided
that the legislature should examine the controversial project (New Light of
Myanmar 2011c, 1, 8). However, before the legislature’s project review, the
president suspended the dam.

Anti-dam activities snowballed in late September. Political mobilisation in
art exhibitions and literary talks generated a high level of audience costs
that conditioned Naypyidaw’s foreign policy options and signalled domestic
constraints to Beijing. On 21 September, a book titled Ayeyarwady Ko Tot
Ma Lwan Chin Par (I Don’t Want to Miss the Ayeyarwady) was published.??
The book launch attracted 300 attendees (Moe Ma Ka 2011). From 22 to
25 September, 7,000 people attended Green Hearts' “The Sketch of a River’
art exhibition (interview: N18). The turnout was unprecedented. When
promoting the event, Devi Than Cin urged the public not to be afraid of
attending events concerning the Myitsone dam (Ei Ei Toe Lwin 2011).
Apparently, these cultural events had a clear political objective. Although the
NLD was not involved in the anti-dam campaign, senior leaders including
Aung San Suu Kyi, Win Tin and Tin Oo attended the art exhibition to
express their support. On 24 September, Eleven Media, the Juu Foundation
and other CSOs held a seminar (interviews: J02, N20). Five hundred CSO

31 Besides ministers from relevant ministries and the CPI officers, lawmakers, journalists, academics,
engineers and CSO leaders were invited to the workshop to discuss the controversy of the Myitsone dam
(interview: N11).

32 According to the organisers, the books sold out quickly. The publisher had to reprint the books four
times. At least 5,000 copies were published in total (interviews: N21, N22).
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members participated in it.* The participants categorically demanded
Thein Sein stop the Myitsone dam. Organisers described the event as an
ultimatum sent by civil society to cancel the unwelcome project (interview:
N20).%* On the same date, 500 people joined the talk organised by the Free
Funeral Service Society (Sai Zom Hseng 2011).

Tensions continued to escalate in the last week of September. Political and
social elites anticipated that anti-dam resentment was on the brink of social
unrest. Tun Lwin was one of the first to openly call for the halt of the dam
in a literary talk (interview: N20).> Public figures like Ludu Sein Win, a
famous writer, and Myo Yan Naung Thein, a political analyst, even claimed
that people would defend the Ayeyarwady River by all means if Naypyidaw
insisted on project implementation (Mizzima 2011a). Likewise, Chan Tun,
former Myanmar ambassador to China, warned that the continuation of the
project might trigger an uprising (Ba Kaung 2011b).*® At the beginning of
the campaign, activists only aimed at raising public awareness of the project.
They did not envisage that policy change could be produced (interview:
N20). In late September, key organisers became optimistic that the dam
would be scrapped soon (Ei Ei Toe Lwin 2011). People in Myanmar
distrusted the military regime and the Thein Sein administration. It was an
exceptional case that citizens believed that Naypyidaw would be compelled
to respond to public opinion.

From early September, the President’s Office received petitions from
environmentalists on a daily basis. Reports compiled by political staff also
recognised the pervading disapproval of the project. Project suspension
was on Naypyidaw’s agenda (Ye Htut 2019). Under the shadow of a
potential uprising,”” the president decided to suspend the dam in late
September (interviews: P01, P12). Then Director-General of the Ministry
of Information Ye Htut (2019) claimed that the presidents decision was

33 Well-respected Kachin leaders, including Howa Duaw Zau Gam, were invited to Yangon to raise
their concerns.

34 An official of the President’s Office agreed that the seminar was influential in shifting the
government’s preference regarding the Myitsone Dam (interview: P01).

35 Prior to September 2011, activists trod a fine line in arousing public awareness in the campaign.
In the literary talks, speakers usually used metaphors, satire and euphemistic words to deliver sensitive
messages (interview: N30). Nonetheless, when anti-dam sentiment was escalating, in one of the talks,
Tun Lwin opened his speech by saying, ‘Stop the dam! Then the audience responded with applause
(interview: N20).

36 Other opinion leaders in Myanmar also anticipated that there would be an uprising if the
government continued the project (Mizzima 2011b; Higgins 2011; Min Zin 2011).

37  Veteran journalist Ludu Sein Win and other social elites anticipated that there would be an uprising
if the government continued the project (Mizzima 2011b; Higgins 2011).
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driven by domestic pressure. Finally, on 30 September 2011, on the eve of
the 62nd anniversary of the founding of the People’s Republic of China,
Thein Sein declared the suspension of the Myitsone dam until the end
of his presidential term. The public announcement signalled his resolve
to overturn the project’s status quo. The president neither negotiated nor
informed Beijing about his intention to halt the dam in advance (interviews:
P01, P12). This move showed that the president deliberately established an
immovable position in the dispute.

Beijing’s reaction to the Myitsone dam blow

Beijing denounced Naypyidaw’s defection from the Myitsone dam project.
China’s Foreign Ministry proclaimed that Myanmar should ‘protect the legal
and legitimate rights and interests of Chinese enterprises’, and the disputes
should be ‘handled appropriately through bilateral friendly consultation’
(The Commissioner’s Office of China’s Foreign Ministry in the Hong Kong
SAR 2011a). CPI was appalled at Naypyidaw’s decision, but it slammed
the CSOs for ‘disturbing the Myanmar government to carry out economic
project development’ (China Daily 2011). Chinese scholars, for example
Li Chenyang and Lu Guangsheng, also blamed the US-sponsored CSOs
for disrupting the Chinese landmark project in Myanmar (Chenyang Li
2013, 1; Jing Li 2013; see also Lu 2016b, 385).% To many people’s surprise,
Beijing’s censure was not accompanied by legal action. The shift in CPI’s
public engagement strategy indicated Beijing’s recognition of Naypyidaw’s
domestic constraints in the dam controversy.

CPI was not inattentive to the mounting anti-Myitsone dam sentiment
in the host country. Before the dam suspension, CPI started reaching out
to the media in mid-September 2011 (Upstream Ayeyawady Confluence
Basin Hydropower Corporation Limited 2011b). Upon the halt of the
project, CPI stepped up its public relations efforts for the resumption of the
Myitsone dam from 2012 onwards. It commissioned a Chinese consultancy
firm, Beijing Rong Zhi Cooperate Social Responsibility Institute, to
conduct a survey with villagers in the project area in April 2013 (Kachin
News 2013).% CPI also hired British public relations firm Bell Pottinger in

38 Eight years after the dam suspension, then Chinese ambassador to Myanmar Hong Liang attributed
the derailment of the project to foreign forces’ meddling (Nan Lwin 2019e).

39 The survey was slammed by Kachin activists as biased as it did not seek prior and informed consent
from villagers. Instead, it only aimed to solicit villagers” opinions on the project implementation (Kachin

News 2013).
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the hope that it could create favourable conditions for the resumption of the
Myitsone project (Ye Mon and Hammond 2015). A public relations office
was set up in Myitkyina (Kirchherr, Charles, and Walton 2016, 117). CPT’s
strategies might not have been shrewd enough to win over the opposition.*
It was evident that the Chinese company noted that Naypyidaw’s hands
were tied in the BRI project dispute. CPI has become more active in
engaging journalists and activists for project resumption (Wenweipo
2011; Transnational Institute 2016, 19; Maung Aung Myoe 2015, 16).*
Furthermore, it staged a countermovement by disseminating the company’s
leaflets at anti-dam activities (interview: N18).

Beijing’s public diplomacy in the Myitsone dam dispute signified that the
project was more than a commercial activity. The Chinese authorities also
launched parallel campaigns to push for the continuation of the Myitsone
dam. In the past, the Chinese embassy turned its back on political opposition
(interview: NO7). After the project suspension, Beijing has become more
active in engaging non-state actors. Beijing invested considerable efforts
to cultivate ties with the NLD. NLD members have been frequently
invited to visit China since 2013.#> Alongside the NLD, Beijing was keen
to invite ethnic parties, CSOs and journalists to participate in exchange
programs in China. Myanmar visitors were always invited to meet with CPI
and other Chinese companies that had operations in Myanmar (Ye Mon
and Hammond 2015). CPI constantly lobbied their support for project
resumption (interviews: J04; N08, N32, N33, P05; see also Chapter 1).

The level of domestic audience costs was crucial in changing the bilateral
agreements status quo. A negotiating party often has an incentive to
misrepresent its bargaining position to extract concessions from its
opponent (Putnam 1988; Moravesik 1993). However, only credible
domestic constraints could gain bargaining advantages. Unfortunately,
neither public opinion data (see Baum 2004) nor mass protests (see Weiss
2014, 2) were available to demonstrate the audience costs borne by the
incumbent in project continuation. The next section measures the domestic
audience costs incurred in the Myitsone dam controversy.

40  For example, CPI’s public relations chief asked people not to worry that the dam would create a
reservoir that would be as big as Singapore because it is a very small country (Ye Mon and Hammond
2015). The company also cut dissidents’ rice ration as they opposed the project (Martov 2014).

41 Numerous interviewees revealed that the CPI had approached them after the suspension of the
Myitsone dam (interviews: JO1, J04, N31, P13).

42 Before taking office, then opposition leader Aung San Suu Kyi was invited to meet with President Xi
in China in June 2015. This signified Beijing’s recognition of the political weight of the NLD in Myanmar.
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Measuring audience costs in the
anti-Myitsone dam campaign

Audience costs enhance the credibility of a manifested bargaining position
in an international conflict (Fearon 1994). In democracies, it is less likely
that leaders can disguise the state’s preference (Schultz 1998) because the
domestic audience would penalise leaders for backing down from empty
threats (Tomz 2007; Smith 1998; Fearon 1994) or implementing unpopular
foreign policy (Chaudoin 2014b). When the political transition was on
the move in Myanmar, citizens’ ability to penalise their leaders increased.
Nonetheless, the incumbent still maintained discretion over the pace of
reform (see Mainwaring 1989; O’Donnell and Schmitter 1986, 6).

The Save the Ayeyarwady campaign mobilised unequivocal support across the
country. Not only social elites, but ordinary people were also worried about
the adverse impacts of the Myitsone dam (interviews: J03, NO1, N34, N35).
The widespread opposition (see Min Zin 2011; Kiik 2016; Kirchherr 2018)
imposed domestic audience costs on Naypyidaw for project implementation.
To visualise the level of audience in the anti-dam movement, this research
examines the level of political mobilisation with two dimensions — the number
of participants and the geographical scope of actions. Each dimension is
measured by a 3-point scale. A value of 1, 2 or 3 is assigned to the movement,
depending on the turnout. Likewise, a value of 1, 2 or 3 is assigned to the
movement depending on how widespread the campaign was (see Chapter 2).
The anti-dam campaign scored 3 in both dimensions.

Table 3.3: The level of mobilisation in the anti-Myitsone dam activities
(April 2011 - September 2011).

Forms of mobilisation Literary talks, petitions, CSO meetings, art exhibitions,
book launch, candlelight vigils

Locations Yangon, Mandalay Division, Kachin State

Estimated turnout At least 17,000

Source: Author’s summary.

Table 3.3 displays the level of political mobilisation of the anti-Myitsone dam
campaign under the Thein Sein administration. In terms of the geographical
scope of actions, activities took place around the project site in Kachin State,
in Yangon, where most of the national CSOs were situated, and spread to
Mandalay Division. As such, the Save the Ayeyarwady campaign was a national
campaign that involved two or more divisions/states in the country. In terms
of the number of participants, this study makes a conservative estimate based
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only on data reported by the media and gathered from interviews. It only
includes activities which contained information about specific dates, locations
and turnout, notwithstanding that numerous interviewees often claimed
that many activities took place before the suspension of the dam. Applying
these restrictive criteria, the aggregate number of participants was at least
17,000.” Therefore, with more than 10,000 people participating in the anti-
dam activities, the size of the mobilisation was large. To generate political
pressure that could condition the diplomatic options of the executive, a social
movement must gain popular support from citizens in different parts of the
country. For this reason, the level of political mobilisation is a product of
both dimensions (level of political mobilisation = the value of the number of
participants x the value of the geographical scope of actions). As a result, a
high level of domestic audience costs would be incurred if Naypyidaw insisted
on the project continuation (see Table 3.4 and Figure 3.2). This study does
not suggest that any movement with the participation of over 10,000 people
would be powerful enough to deter Naypyidaw from continuing a committed
bilateral agreement. When the movement gained momentum, contention
diffused through word of mouth, social media and media reporting. The public
outcry converged with the transitional government’s quest for legitimacy. The
anti-dam movement could trigger a political crisis in the host country and
limit Thein Sein’s policy options in the dispute.

A high level of domestic audience costs is necessary to revisit a signed bilateral
agreement, but insufficient to reshape the international outcome. It implies
that the executive has less room to manoeuvre in a bilateral dispute. Given
that Naypyidaw had obligations to implement the bilateral agreements, the
rise in domestic audience costs trapped the government in an ‘audience
cost dilemma’. The next section elaborates on Naypyidaw’s audience cost
mechanism in the dam dispute.

43 For literary talks, this study documents four major events in September 2011. At least 2,300 people
attended the talks in Yangon. In Mandalay Division, Sein Yawl Soe organised several literary talks in
Mandalay and Shanemagar. About 500 people turned out. For petitions, 88 Generation, Myanmar
Writers and Journalists Association, and Green Hearts received 3,000, 2,000 and 1,600 signatures
respectively in September. This total of 6,600 people signed the petitions. The petition by National
Democratic Force was not included as there was no exact data on the number of names collected.
Similarly, Julian Kirchherr and collaborators estimated that 10,000 names were collected in the anti-
Myitsone dam campaign before 30 September 2011 (Kirchherr, Charles, and Walton 2016, 114).
However, it is uncertain if some of these petitions were launched before April 2011. As such, this study
excludes this estimate. For the CSO meeting, 500 people took part in it, as reported by the media.
The art exhibition in late September attracted 7,000 people according to the organiser and the media.
Lastly, in Kachin State, Sein Yawl Soe held two candlelight vigils. Only 100 people attended due to the
repressive political environment. The number of participants in the anti-dam campaign totalled 17,000.
It is reasonable to expect that the actual number of participants was much bigger.
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Table 3.4: Political mobilisation and domestic audience costs in the
anti-dam movement.

Value
Number of protesters 3
Geographical scope of action 3
Score for political mobilisation 9
Level of audience costs High

Source: Author’s summary.

anti-Myitsone
3 dam
i) Large campaign
g AC: high
o
3
g 2
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@
e}
€
>
z 1
Small AC: low
1 2 3
Local Regional Nationwide

Geographical scope of actions
Figure 3.2: The level of audience costs incurred in continuing
the Myitsone dam project.
Note: AC: audience costs
Source: Author’s depiction.

Analysis: The audience cost mechanism
in the dam case

The audience cost mechanism in this study postulates that the higher the
domestic audience costs mobilised in Myanmar, the more difficult for
Naypyidaw to implement the Myitsone dam. Amid the political transition,
the executive retained flexibility in foreign policy. Changing the status quo
of the project was not equivalent to project cancellation. It could also lead
to project suspension or contract renegotiation. Regardless of the change,
a breach of contract turned the cooperation into a dispute. Naypyidaw,
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therefore, faced a dilemma between project continuation and project
discontinuation in the face of a rigorous anti-dam movement. According to
the Schelling conjecture, Beijing might offer concessions to its counterpart
in exchange for project implementation. Table 3.5 summarises the audience
cost mechanism in the Myitsone dam controversy.

Table 3.5: Audience cost mechanism in the Myitsone dam controversy.

Assessment Observations

Audience costs | high political mobilisation: high level of political
mobilisation in the anti-dam activities
(number of participants: high; geographical
scope of action: national); and

opposition party’s reaction: support offered
by the leading opposition party

Naypyidaw’s project suspension protest management: no major political
preference (to pay international | repression of anti-dam activities;

audience costs) signalling resolve: unilateral declaration

of project suspension

Beijing’s recognition concessions: no litigation against the
perception of domestic Myanmar Government;
constraints in public diplomacy: an increase in public
Myanmar engagement in Myanmar
Project project suspension through the Thein Sein administration (the
outcome project remained shelved as of the end of the political transition).

Source: Author’s summary.

A high level of audience costs for the project
continuation

The Save the Ayeyarwady campaign was the first major social movement
in the post-military era. In 2010, the movement laid the groundwork for
networking with like-minded activists. Their efforts paid off when political
opportunities expanded in 2011. The leak of the BANCA report was the
first critical event. The EIA report’s findings drew public attention because
of awareness-raising campaign by the environmentalists. Then opposition
leader Aung San Suu Kyi was persuaded by the environmentalists to get
involved in the campaign, which presented the second critical event of the
project suspension. Her presence as an influential ally magnified Naypyidaw’s
domestic audience costs in project implementation. Later on, organisers
strategically used cultural events to circumvent political control. The anti-
dam campaign successfully mobilised thousands of people to reject the dam
at a nationwide level and therefore activated the audience cost mechanism.
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Alongside the NLD, the KIO categorically opposed the project. Unyielding
resistance from the ethnic party and CSOs in Kachin State further increased

credibility of the anti-dam signal.

Naypyidaw’s decision to halt the dam

The executive’s preference is an intervening variable in the audience cost
mechanism amid the audience cost dilemma. Until August 2011, it was
assumed that Naypyidaw would not review the status quo of the Myitsone
dam. In the wake of a high level of domestic audience costs, the executive’s
preference is critical to the policy outcome in an international dispute.
A high level of domestic audience costs reduced Naypyidaw’s diplomatic
flexibility, whereas it did not guarantee that the transitional government
would act in accordance with public expectations.* Naypyidaw could opt
for paying domestic audience costs or international audience costs. The
suspension of the Myitsone dam was resulted from the convergence of
domestic demands and Naypyidaw’s preference for political stability.

To understand Naypyidaw’s shift in policy preference, it was essential
to study how it reacted to domestic opposition to the project. Protest
management corresponds to the acceptability of the actions and the
acceptability of the actors (Tilly 1978). It also reflects the incumbent’s
policy objectives (Weiss 2014). When new rules of political and civil rights
were still in the making under the Thein Sein administration, the executive
could repress domestic opposition to demonstrate its commitment to the
international agreement. Failing public expectations would undermine the
government’s legitimacy and political stability; that is, paying domestic
audience costs. On the contrary, it could tolerate the opposition to build
up domestic audience costs in an international dispute. Naypyidaw could
generate bargaining resources from social discontent to overturn an initial
agreement. However, legal and economic consequences were attached; that
is, paying international audience costs. Naypyidaw’s protest management
was not arbitrary but signified its diplomatic intention to continue or
discontinue BRI project cooperation.

Before the split among the ruling elites concerning the project in September,
Naypyidaw’s hesitation to implement the Myitsone dam surfaced in June.
By permitting the first anti-dam article to be published on Eleven Media,

44 The case study of the Letpadaung copper mine in Chapter 4 shows that Naypyidaw cracked down on
anti-mining protests in exchange for a renegotiation of the copper mine agreement. By capitalising on anti-
mining sentiment, Naypyidaw successfully persuaded Beijing to redistribute the gains in the cooperation.
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the government allowed the anti-dam movement to flare up. Granting
permissions for arts exhibitions, literary talks and other anti-dam-related
cultural activities also indicated that Naypyidaw had a change of heart in the
project controversy. In the early phase of the political transition, the Thein
Sein administration prioritised political stability. As domestic audience
costs for project continuation escalated in mid-September, the transitional
government decided to halt the project to prevent a legitimacy crisis in
an audience cost dilemma. It declared an immovable bargaining position
on the Myitsone dam to signal its resolve. The shift in foreign policy was
widely welcomed by domestic constituents, including the villagers in
Kachin State (interviews: V02; V03; V04) and CSO members in central
Myanmar (interviews: N34, P14). Retracting the promise would multiply
the domestic audience costs.

An opposition party helps to confirm the incumbent’s signal in international
disputes (Schultz 1998). With competing political interests, there is little
incentive for the opposition party to collude with the incumbent. Aung San
Suu Kyi once advocated the halt of the Myitsone dam. To her supporters
disappointment, after the suspension of the Myitsone dam, the NLD was
no longer willing to comment on the dispute. The NLD’s ambivalent
stance on the Myitsone dam not only proved that the domestic audience
costs generated by the movement were not rhetorical, it also reconfirmed
the existence of the audience cost dilemma. From 2013 to 2015, many
attempted to elicit Aung San Suu Kyi’s position on the dam controversy.
Her standard answer was that the NLD had no responsibility for this issue
(Kyaw Phyo Tha 2013). Aung San Suu Kyi even blamed Thein Sein for
not settling the dispute within his tenure (Vandenbrink 2014). She foresaw
that she would need to handle the dam controversy after taking office.
Her ambiguous position on the dam after 2012 indicated that she wanted
to maintain flexibility in handling the dilemma.

Beijing’s recognition of the anti-dam sentiment
in Myanmar

Beijing’s perception of its counterpart’s audience costs in project
implementation was another intervening variable that influenced the
dispute settlement of the Myitsone dam. Beijing was often suspicious
that anti-Chinese sentiment resulted from foreign forces’ manipulation
(see Ciorciari and Weiss 2016). In the wake of opposition to the BRI project,
Beijing would only renegotiate the payoff with Naypyidaw if it perceived
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that the audience costs were significant and genuine (Weiss 2014; Weeks
2008). In the Myitsone dam dispute, Beijing accused ‘foreign countries’ of
meddling in the situation (Nan Lwin 2019e). Nevertheless, it recognised
that political instability in Myanmar could trigger more pushback from
local people in Myanmar and turn into Beijing’s insecurity (see Han 2017;
Reeves 2015). Beijing’s assessment of the situations could be observed on
two fronts. First, Beijing refrained from coercing Naypyidaw to resume
the project by litigation or other diplomatic tools. Second, it engaged in
public diplomacy to win support from social and political elites for project
resumption (see Chan 2017a).

Alternative explanations for project
suspension

Existing studies on the Myitsone dam controversy offer three common
explanations for the dam suspension — Naypyidaw’s foreign policy
reorientation to mend ties with the West, the civil war in Kachin State that
blocked the project implementation, and Beijing’s disinterest in the project.
This study, however, demonstrates why social opposition to the project
amid the host country’s political transition led to project suspension.

US-Myanmar rapprochement

A voluminous literature on Sino—Myanmar relations attributes the
suspension of the Myitsone dam to Naypyidaw’s realignment strategy
against the backdrop of US—China competition in Southeast Asia (Fiori and
Passeri 2015, 694; Haacke 2012; Harrington 2012; Sun 2012b; Bi 2014;
Han 2017). Numerous interviewees shared this proposition (interviews:
C01, C02, N35). The Thein Sein administration certainly aimed to
diversify diplomatic relations with other countries (Haacke 2016, 2015),
whereas Naypyidaw could achieve such an objective without suspending
the Myitsone dam.

The Bush administration labelled Myanmar an ‘outpost of tyranny’ (Rice
2005). When President Barack Obama took office in 2009, Washington’s
isolation policy towards Myanmar was replaced by ‘pragmatic engagement’
to motivate the military junta to pursue political reform (Clapp 2010;
Maung Aung Myoe 2015). The US-Myanmar rapprochement was
underway from 2009 to 201 1. Naypyidaw did not need to halt the Myitsone
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dam to signal its willingness to engage with the West. More importantly,
sanction removal must be endorsed by political institutions in the United
States, the European Union and their allies. Without significant political
reform and improvement in human rights in Myanmar, the West could
hardly justify the lift of economic sanctions (Steinberg 2012). The release
of political prisoners, the relaxation of media censorship, and political
dialogue with the opposition party presented evidence for sanction senders
to consider sanction removal. The ease of sanctions on Myanmar after the
by-elections in which NLD won a landslide victory in April 2012 (Haacke
2015). Political reform was a predominant factor in Myanmar’s external
environmental change. Naypyidaw did not have to risk paying international
audience costs to impress the West.

Despite the speculation that Naypyidaw attempted to distance itself from
Beijing, no sign of a dramatic shift in the ‘paukphaw relations’ was noticeable
at the beginning of the transitional government. In the first week of the
Thein Sein administration, Beijing sent a high-level delegation led by Jia
Qinglin, a Standing Committee Member of the Chinese Communist Party’s
(CCP) Political Bureau and the Chairperson of the Chinese People’s Political
Consultative Conference,” to Myanmar. Thein Sein’s trip to China in May
2011, which was his first state visit, showed how the new government valued
its relationship with its neighbour. More bilateral economic agreements
and MOUs, including the Kunming—Kyaukphyu Railway, were signed.
Thein Sein even explicitly declared that diplomatic relations with China
were the ‘closest and most important’. The two countries entered into a
‘comprehensive strategic cooperative partnership’ (Xinhua 2011b). These
moves did not suggest that the transitional government intended to break
ties with China to deepen relations with the United States.

After the announcement of the shelving of the dam, Foreign Minister
Wunna Maung Lwin was sent by the president as a special envoy to
Beijing to discuss the dispute with Chinese leaders on 10 October 2011
(Sann Oo 2011).% Vice-President Tin Aung Myint Oo also travelled to
China to explain Myanmar’s conundrum in the Myitsone dam controversy
(interview: PO1). Additionally, from 16 to 19 October, for four consecutive

45  CCP leaders who do not hold official positions in the Chinese government, in fact, rank higher
in the Chinese political hierarchy (Jakobson and Manuel 2016, 103). Jia Qinglin was the fourth most
powerful leader in China.

46  Foreign Minister Wunna Maung Lwin expressed that the Myanmar government ‘highly values
the friendly relations with China’ during his visit to China in October 2011 (Commissioner’s Office
of China’s Foreign Ministry in the Hong Kong SAR 2011b).
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days, commentaries on state media, 7he New Light of Myanmar and Kyemon
(Mirror), emphasised that paukphaw relations between China and Myanmar
should not be hampered by the dispute (Embassy of the People’s Republic
of China in the Republic of the Union of Myanmar 2011). Naypyidaw’s
responses dispelled the allegation that it deliberately cut ties with China to
bandwagon with the West. This study contends that the project suspension
was an involuntary defection due to domestic pressure.

Tension between Kachin State and Naypyidaw
paralysed the project

Some studies argued that armed resistance from Kachin State tied
Naypyidaw’s hands and derailed the Myitsone dam (see Kiik 2016).
Myanmar is a multiethnic country that was artificially constructed by British
colonisation. Centre—periphery relations have been tensed for decades
since the independence of the country (Holliday 2010). Some ethnic
groups, including the KIO, engaged in armed struggles to strive for self-
determination (Fink 2008). In Kachin State, the KIO obtained sweeping
support from ethnic nationals, and de facto control over part of the territory,
and was an influential opponent of the dam. It categorically opposed the
construction of the Myitsone dam that would be situated in the ethnic
state’s cultural heartland. It was plausible that the clash between Naypyidaw
and the KIO posed a tangible challenge to the project. Nonetheless, it was
doubtful if that factor alone explained the shelving of the BRI project.

In March 2011, the KIO sent a letter to then Chinese President Hu Jintao
and demanded the halt of the Myitsone dam. In the letter, it warned that
the project would push the precarious peace in Kachin State over the
edge and they ‘would not be responsible for the civil war’ if the project
construction continued (Lanyaw 2011, 3). In June 2011, a 17-year ceasefire
agreement between the KIA and the Zazmadaw collapsed. The civil war
outbreak shelved the Myitsone dam’s construction for eight weeks. Chinese
workers fled amid the armed conflict. Some Kachin activists suggested that
the president had no alternative but to stop the project due to the fighting
(interviews: N14, N31, N33). However, the project suspension caused by
the civil war constituted force majeure. Naypyidaw did not need to bear any
responsibility for the project delay. Why did Thein Sein announce a close
to five-year suspension of the project that constituted a breach of contract?
Also, Thein Sein could negotiate the project implementation with Beijing
in the wake of the civil war. Why did Thein Sein make a unilateral decision?
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Some analysts posited that the suspension of the Myitsone dam aimed to
de-escalate the tension in Kachin State. The fact that fighting between the
Iatmadaw and the KIA had no sign of abatement dismissed this proposition.
The halt of the Myitsone dam was independent of the peace process.

China’s failure of will

Critics also suggested that the decline in energy demand in Yunnan
province accounted for Beijing’s restraint in the Myitsone dam dispute. The
Myitsone dam was part of China’s energy security plan to sustain economic
development in the landlocked province. In the mid-2010s, it was reported
that Yunnan province had an oversupply of electricity, as the province
shifted to less energy-intensive industries (Lee and Shwe Yee Saw Myint
2017). Arguably, Beijing no longer needed the giant dam. The project
suspension, therefore, would not harm its interests. In reality, the Myitsone
dam remained a contentious issue in Sino—-Myanmar relations.

The disturbing decision of dam suspension was widely perceived as a blow
to Sino—Myanmar relations (Steinberg and Fan 2012, 354; Jones and
Zou 2017). Chinese Ambassador to Myanmar Hong Liang even depicted
the project suspension as an ‘obstacle between China and Myanmar’
(Nan Lwin 2019e). Although Beijing repeatedly demanded Naypyidaw
resolve the issue, the Thein Sein administration and the subsequent NLD-
led administration did not back down on the project suspension. Moreover,
the case was always highlighted by international media as a failed BRI
project that caused embarrassment to Beijing (Sun 2012b; Shi 2016). If the
project was insignificant to China, Beijing could have settled the dispute
with Naypyidaw by cancelling the project. On the contrary, the dispute
remained an agenda item in meetings between the leaders of the two
countries, but no agreement could be reached over the years. In 2019, Hong
Liang paid a high-profile visit to Myitkyina to pursue project resumption
(Nan Lwin 2019e). Beijing’s public engagement indicated its recognition
of Naypyidaw’s challenge in restarting the project.

Concluding remarks

This chapter analyses the causes of the Myitsone dam suspension. Until
the end of Myanmar’s political transition, the project remained stalled.
Naypyidaw’s defection at Beijing’s cost was surprising. This chapter draws
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three conclusions from the case. First, the dramatic change in international
payoffs in an asymmetric bargaining between Naypyidaw and Beijing
was rooted in the host country’s political reform. The project suspension
impaired Beijing’s economic interests, and perhaps national honour. Beijing
invested considerable energy in pursuing project resumption through
the 2010s but to no avail. The breach of contract without international
ramifications is bewildering. Second, the case demonstrates that societal
actors were essential to set off the two-level game negotiations that changed
the original international payoffs. The Save the Ayeyarwady campaign
effectively mobilised public support by organising cultural events with
political objectives. At first glance, the non-confrontational anti-dam
activities did not seem strong enough to tie Naypyidaw’s hands. However,
the turnout and geographical scope of actions indicated public opinion on
the dam policy. Third, Naypyidaw was caught in an audience cost dilemma
as anti-dam sentiment emerged following the signing of the international
agreement. Naypyidaw was not yet fully accountable to the public amid the
reform period. Under the audience cost mechanism, the project suspension
was a synthesis of three conditions — domestic audience’s opposition to the
project, the executive’s preference favouring domestic constituents, and
the foreign counterpart’s recognition of domestic constraints in the host
country. In the Myitsone dam dispute, Naypyidaw acquiesced to anti-
dam mobilisation, implying that its preference aligned with the domestic
audience’s. By tolerating the protest and letting audience costs flare up, it
demonstrated an immovable position to Beijing in the dispute. It decided
to pay international audience costs rather than domestic audience costs
in the early phase of the political transition. Beijing noted Naypyidaw’s
involuntary defection, and therefore refrained from resorting the dispute to
litigation or coercion.

The dam suspension expired at the end of Thein Sein’s tenure. The more
democratic Aung San Suu Kyi-led government was supposed to be more
responsive to public demands. In 2016-2021, Aung San Suu Kyi evaded the
Myitsone dam issue domestically and internationally. She avoided putting
the controversy on the agenda to contain domestic audience costs. At the
same time, she was reluctant to settle the dispute with Beijing in bilateral
meetings. These affirmed that the audience cost dilemma also bound the
popular Aung San Suu Kyi-led government. Chapter 6 will discuss Sino—
Myanmar BRI cooperation under the democratically elected government.
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Letpadaung Copper
Mine: Protest Repression
in Exchange for Profit
Redistribution

The Letpadaung copper mine dispute was another blow to Belt and Road
cooperation in Myanmar. Similar to the Myitsone dam, the copper mine
project encountered huge social opposition. Contrary to the hydropower
dam case, the public outcry against the copper mine failed to stop the
project. The Thein Sein administration crushed the protests with excessive
violence. After a year-long suspension, the copper mine project was
resumed in October 2013 under a revised contract in Myanmar’s favour.
The concessions offered by Beijing were regarded as ‘highly unusual’ (Li and
Char 2015, 15; see also Sun 2013). Why did the Thein Sein administration
suppress the anti-mining protests? What made Beijing redistribute gains
with Naypyidaw?

The shelving of the Myitsone dam in response to public opinion was
a milestone in the first year of Myanmar’s political transition. More
compelling signs of reform were observed in 2012. In January 2012,
hundreds of political prisoners were released. In the relatively free by-
elections in April, Aung San Suu Kyi’s National League for Democracy
(NLD) won the majority of seats. Authorised demonstrations took place
from July onwards following the enactment of the 2011 Peaceful Assembly
and Peaceful Procession Act. Prepublication censorship was officially
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removed in August (see Kyaw Yin Hlaing 2012)." The changing political
environment encouraged farmers to voice their fury against unjust land
confiscation in the Letpadaung copper mine project. It also attracted
political activists to flock to the project site in support of the protests.
Unlike the Save the Ayeyarwady movement that mainly comprised cultural
events when the political space remained fluid, the campaign against
the copper mine was characterised by contentious actions. Widespread
anti-copper mine sentiment reactivated the two-level game.

The copper mine’s contract renegotiation came after a violent crackdown
on villagers’ protests in November 2012. Over a hundred protesters were
injured in the repression. The brutal crackdown triggered nationwide
protests. Within days, the Letpadaung Taung Investigation Commission
was formed to defuse tension. The commission was headed by Aung San
Suu Kyi, who became a member of parliament (MP) after the 2012 by-
election. It recommended project continuation under a revised contract
in 2013 (Letpadaung Taung Investigation Commission 2013, para. 86).
Wanbao, a Chinese state-owned enterprise (SOE), agreed to redistribute
gains with Naypyidaw in exchange for project resumption.

The success of the Save the Ayeyarwady campaign signified the transitional
government’s commitment to the political transition. Naypyidaw was
expected to be more sensitive to public demands (domestic audience costs)
in the Letpadaung copper mine case. Encountering relentless protests,
Naypyidaw, however, stood firm to ensure the continuation of the Belt and
Road Initiative (BRI) project. In the face of waves of anti-mining protests,
this study finds that Naypyidaw was trapped in an ‘audience cost dilemma’
again. Contrasting with the Myitsone dam case, the transitional government
opted for paying domestic audience costs by quelling the protests this
time. Naypyidaw maintained cooperation with Beijing at the cost of its
legitimacy. It rendered a hand-tying strategy and demanded a redistribution
of gains in the project. As Beijing noted that Naypyidaw’s constraints were
credible, it was willing to offer concessions to the host country in dispute.
Furthermore, the project continuation dispelled the proposition that
Naypyidaw deliberately disrupted Chinese investments to mend ties with
the West.

1 These reform measures were generally hailed by domestic constituents and international observers.
The International Crisis Group even honoured President Thein Sein with the peace prize in 2012
(International Crisis Group 2012a).
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The remainder of this chapter proceeds as follows. The second section
provides background information on the mining project and outlines
the contention surrounding it. The third and fourth sections present the
development of the anti-mining movement. The campaign was divided into
two phases in which Aung San Suu Kyi’s endorsement of the project was a
watershed. The fifth section measures the changes in the level of domestic
audience costs generated from the anti-mining campaign in the two phases
accordingly. Then it turns to the audience cost mechanism that studies
how Naypyidaw and Beijing responded to the anti-mining sentiment.
The section before concluding remarks offers alternative explanations
for the project continuation, including how the long-term relations with
Beijing, the role of the Zatmadaw (Myanmar military), and scale of the
project affected the settlement of the dispute.

About the copper mine project

The Letpadaung copper mine project was backed by both the Myanmar
military and the Chinese military. According to the original agreement,
the mining project was a joint venture between Myanmar Wanbao Mining
Copper Limited (Wanbao) and Union of Myanmar Economic Holdings
(UMEHL). Wanbao and UMEHL owned 49 per cent and 51 per cent of
the project respectively. Wanbao is a subsidiary of China North Industries
Corporation (NORINCO), which is a Chinese SOE involved in military
trade. Its business also covers crude oil and mineral extraction (China
North Industries Corp. 2014). Meanwhile, UMEHL is a military-backed
conglomerate founded in 1990 under the 1950 Special Companies Act.?
Its business encompasses gemstone mining, timber, food and beverage
trading, banking, transportation, telecommunications, manufacturing,
tourism and so on (Maung Aung Myoe 2009, 178). It is reported that
the company is controlled by the Ministry of Defence and individual
shareholders who are current and retired personnel of the Zatmadaw
(Lawyers’ Network and Justice Trust 2013).%

2 Prior to 2011, the Union of Myanmar Economic Holdings Ltd. (UMEHL) was exempted from
paying tax (International Crisis Group 2014). It transformed from a special company into a public
business entity in 2016. From 2016 onwards, it has been governed by the 1914 Myanmar Companies
Act (Kyaw Hsu Mon 2016).

3 Myanmar Lawyers’ Network and Justice Trust (2013) estimated that 3040 per cent of shares are
controlled by the Ministry of Defence while 60—70 per cent of shares are held by current high-ranking
military officials. The Ministry of Defence has sold its shares to individual soldiers (interview: P15).

109



DEFYING BEIJING

Figure 4.1: Location of the Letpadaung copper mine.
Source: Author’s illustration.

Wanbao is not the first investor in copper mining in the Monywa area.
Copper deposits in Sarlingyi Township, Sagaing Division (see Figure 4.1)
have been known for centuries. Sarlingyi is 5 km away from the major city
Monywa. As such, the project is also known as the Monywa copper mine.
There are four copper deposits in the region, namely Sabetaung, Sabetaung
South, Kyisintaung and Letpadaung (Ivanhoe Mines Ltd. 2002, 23).
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The first three sites cover about 6,253 acres of land, while the latter covers
about 7,868 acres (Letpadaung Taung Investigation Commission 2013).
Among the four copper deposits, the mineral resource in Letpadaung is the
richest, making up an estimated 75 per cent of the total value of the four
sites (Knight Piesold Consulting 2015).%

In 2007 and 2008, Wanbao led two delegations to Monywa mining
sites to explore business opportunities. The feasibility study to develop
the Letpadaung deposit commenced in May 2010 and was completed
in September 2010 (Knight Piesold Consulting 2015). The cooperative
agreement was concluded in June 2010 during then Chinese Premier Wen
Jiabao’s visit to Myanmar (Yap 2010). The environmental and social impact
assessment (ESIA) was not mandatory when the contract was signed. The
project began in 2010-2011 (Amnesty International 2015b). Wanbao
conducted an ESIA voluntarily in April 2013 in the wake of vigorous
opposition to the copper mine. The report was published in January 2015.
The ESIA could not rectify the problem of compromising free, prior and
informed consent from the affected community. Wanbao claimed that the
investment in the Letpadaung copper mine amounted to USD 997 million.
The Letpadaung copper mine was expected to produce 100,000 tonnes of
cathode copper per year. The mine life was estimated to be 33 years (Knight
Piesold Consulting 2015). The company acquired a permit to rent the
project site for 60 years (Letpadaung Taung Investigation Commission
2013). Although the Myanmar Government was not a sharcholder of the
joint venture initially, it could receive 4 per cent of royalties, 8 per cent of
commercial tax and 15 per cent of profit tax (about 4.8 per cent of revenue)
(Letpadaung Taung Investigation Commission 2013). Production at the
mine began in May 2016 (see Table 4.1).

4 As carly as the 1930s, a British company attempted to develop the Monywa copper mine area
but was unsuccessful. The Burma Geological Department surveyed the region in the 1950s but soon
gave up the project. The Japanese Overseas Technical Cooperation Agency also started a pilot project
to extract copper from Sabetaung and Kyisintaung deposits in the mid-1970s but also discontinued
the exploration afterwards. In 1978, the Burmese Government and Yugoslavia’s state-owned company
Bor Copper Institute partnered to exploit copper deposits in Sabetaung and Kyisintaung. Cooperation
between the two state-owned companies ended in the 1980s because of inefficiency in production.
In 1994, Canadian corporation Ivanhoe Mines, later renamed Turquoise Hill Resource, signed an
agreement with the Ministry of Mines to conduct a feasibility study in Sabetaung and Kyisintaung.
A joint venture, Myanmar Ivanhoe Copper Company Limited (MICCL), was formed in 1996. Ivanhoe
and the Ministry of Mines held 50 per cent of the shares respectively (Ivanhoe Mines Ltd. 2002).
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Table 4.1: Basic information about the Letpadaung copper mine project.

Ownership structure
(original)

Wanbao Mining (49%); and
Union of Myanmar Economic Holdings (UMEHL) (51%)

royalties: 4%; commercial tax: 8%; profit tax: 15%
(about 4.8% of revenue)

Myanmar’s benefits

Location Sarlingyi Township, Sagaing Division

Capacity produces 100,000 tonnes of cathode copper per year
Project cost (estimate) USD 997 million

Contract signed June 2010

Status project continuation under a revised contract

Concession period 60 years

Source: Author’s summary.

Table 4.2: Distribution of profit in the initial contract and in the
revised contract.

Initial agreement

Renegotiated agreement

NORINCO 49% 30%
UMEHL 51% 19%
Myanmar Government - 51%

Source: Author’s summary.

Under the amended production-sharing agreement that was signed in July
2013, the Myanmar Government became the biggest shareholder. The profit
ratio among Wanbao, UMEHL and the Myanmar Government, represented
by Mining Enterprise No. 1 under the Ministry of Mines, has changed to
30 per cent, 19 per cent and 51 per cent respectively (Aung Hla Tun and
Lefevre 2013) (see Table 4.2).> Moreover, the restructured joint venture
promised to allocate 2 per cent of the net revenue to community projects
for affected villagers (Myanmar Wanbao Mining Copper Limited 2016a).
Wanbao remains the project operator (Knight Piesold Consulting 2015).
Besides the Letpadaung copper mine, Wanbao and UMEHL acquired the
Myanmar Ivanhoe Copper Company Limited’s Sabetaung and Kyisintaung
(S&K) miningsites in December 2010 following the divestment of Canadian
company Ivanhoe (Turquoise Hill Resources 2012).6 Afterwards, Wanbao
became the sole operator of all four mining sites in Monywa. Communities

5  Both Wanbao and UMEHL gave up 19 per cent and 32 per cent of their shares to the Myanmar
Government accordingly.

6 A new company called Myanmar Yang Tse Copper Limited was established for the Sabetaung and
Kysintaung mining projects (Ministry of Mines of Myanmar 2015).
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affected by the S&K mining project have also organised protests to express
their grievances. However, this chapter focuses on the Letpadaung copper
mine because it was at the heart of the controversy.

Contention surrounding the mining project

A large-scale forced eviction was the root cause of the unyielding opposition
to the copper mine. In addition to some 6,200 acres of land acquired for the
S&K mining project in the 1990s, the Letpadaung copper mine planned to
nationalise 7,867 acres of land from 30 villages in the region (Letpadaung
Taung Investigation Commission 2013).” About 440 households from
Wethmay, Kandaw, Sede and Zidaw villages would be permanently displaced
from their land (Letpadaung Taung Investigation Commission 2013).
Furthermore, as villagers around the Letpadaung area have witnessed the
environmental destruction caused by the S&K project, including mountain
removal, groundwater and soil contamination, improper disposal of mine
tailings, and discharge of construction waste into the Chindwin River
(interviews: N10, V05; Amnesty International 2015b), they worried that
those problems would recur in their homeland in the course of the project’s
expansion (interviews: N26, N37, V05). Apart from the closed political
environment before 2011, the fact that the mining project was operated by
UMEHL, which was immune from most legal enforcement, made villagers
feel even more helpless. For example, a sulphuric acid factory operated by
UMEHL near the S&K mining sites did not obtain any licence when it
started operations in 2007 (Letpadaung Taung Investigation Commission
2013).® During military rule, even the ministries were subordinated to
UMEHL in the political hierarchy (interview: P09),” which led to the
impunity of legal non-compliances. Moreover, the local authorities also
underscored that the project was crucial to Sino-Myanmar relations and
the country’s economic development (Lawyers’ Network and Justice Trust
2013). Wanbao’s reluctance to communicate with villagers, and the inflow

7 The land acquisition was reduced to 6,785 acres after the parliamentary commission intervened
in the dispute in 2013 (Knight Piesold Consulting 2015).

8  From 2007 to 2012, the sulphuric acid factory did not acquire a licence. The problem was rectified
after the parliamentary commission’s intervention. The factory supplied chemicals for copper solvent
extraction (Amnesty International 2015b).

9 Aformer manager of the UMEHL echoed that the military-owned company had the upper hand in
coordinating a mining project agreement as it could work with the Ministry of Mines on the one hand,
and a foreign enterprise on the other hand (interview: P15).
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of Chinese workers, further fuelled the agitation in the project area. Villagers
blended those grievances and regarded the project as double exploitation by
the Tatmadaw and Beijing (interviews: V05, V06, V07).

Audience costs in vehement anti-mining
protests (March 2012 - February 2013)

The Save the Ayeyarwady movements success and the NLD’s victory in
the parliamentary by-elections were important milestones in Myanmar’s
political transition. Naypyidaw’s quest for legitimacy was observed, whereas
it maintained leeway in the pace and scope of reform. In the face of the
audience cost dilemma, in which the domesticaudience and the international
partner held opposite policy preferences, Naypyidaw was not a neutral actor.
In the Letpadaung copper mine dispute, Naypyidaw indicated its preference
for the project continuation through protest repression (see Weiss 2014).
It compromised political stability for project implementation. The signalling
effect of the anti-mining movement increased Naypyidaw’s bargaining
power in the dispute. Beijing noted Naypyidaw’s constraints and therefore
renegotiated gains with its counterpart.

Before 2011, villagers around the Letpadaung area ‘kept their heads
down and endured injustice’ (interviews: N10; Nwet Kay Khine 2013).
In December 2010, authorities in Monywa announced the imminent
launch of the copper mine project. The authorities deceived villagers that
the relocation was a temporary measure. Villagers would receive a three-
year crop compensation because the company’s vehicles and machines
would pass through their farmland.' At that time, five village headmen'
were tasked with confiscating land from fellow villagers. After defying local
authorities’ orders, they were all dismissed by Monywa District Governor
Khin Maung San. In March 2011, a Paung Ga villager was detained for two
weeks for openly opposing the project (Lawyers’ Network and Justice Trust
2013). The arrest created a chilling effect in the Letpadaung area. In the
following month, villagers were intimidated into signing land confiscation
documents (Letpadaung Taung Investigation Commission 2013;

10 Villagers recalled that the authorities promised that no buildings would be constructed on their
farmland, no dumped construction waste would be left on their farm and farmers could reclaim their
land after three years (Lawyers’ Network and Justice Trust 2013).

11 Before the enactment of the 2012 Ward and Village Tract Administration Law, a village headman
was a representative of 100 households at the village level (Kyi Pyar Chit Saw and Arnold 2014, footnote 3).
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Lawyers' Network and Justice Trust 2013). The compensation level for
most of the villagers was MMK 520,000 (USD 520)'* per acre of land
(Amnesty International 2015b). Some villagers only received MMK 5-45
(USD 0.005-0.045) per acre because the authorities invoked the 1894 Land
Acquisition Act. The colonial law spelled out that the land compensation
level should be 20 times the land tax, which ranged from MMK 0.25 to
2.25 (USD 0.00025-0.00225) per acre. The compensation was utterly
unfair to the farmers. Although the law required the company to pay land
compensation in accordance with market prices, relevant provisions were
deliberately ignored (Letpadaung Taung Investigation Commission 2013).
No new farmland was allocated to villagers.

Table 4.3: Chronology of the Letpadaung copper mine controversy.

Signing of the agreement

3 Jun 2009 Signing of the contract during Chinese Premier Wen
Jiabao's visit to Myanmar.

Dec 2010 The Sagaing authorities issued an eviction order for the
mining project expansion.

Phase 1 of the anti-mining campaign: Vigorous protests around the project site

Mar 2012 Anti-mining protests began.

15 Jul 2012 A curfew was imposed at the protest site.

Aug 2012 Activists from Yangon arrived at the Letpadaung area.

5 Sep 2012 A 5,000-strong anti-mining protest was organised in
the mining area.

6-11 Sep 2012 Village leaders were arrested by the authorities.

mid-Nov 2012 Hundreds of monks arrived in the mining area and took

part in the occupation.

29 Nov 2012 Police cracked down on protesters with phosphorus
bombs around the project site.

1Dec 2012 The establishment of a parliamentary inquiry into the
mining project.

30 Nov 2012-15 Dec 2012 | Buddhist monks staged protests to demand apologies
from the government.
30 Nov 2012-15 Dec 2012 | Different levels of authorities apologised to the monks.

24-25 Dec 2012 Pyithu Hluttaw (Lower House of Parliament) Speaker
Shwe Mann assured NORINCO'’s president that
Myanmar would uphold contractual obligations.

12 Owing to the fluctuation of exchange rates from time to time, this study standardises the exchange

rate of US dollar against Myanmar kyat at USD 1 = MMK 1,000 in 2011-2016.
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Phase 2 of the anti-mining campaign: Shift in public opinion

11 Mar 2013 Aung San Suu Kyi's endorsement of the project
continuation.

6 Apr 2013 Renegotiation of the contract began.

24 Jul 2013 The signing of the revised contract.

22 Dec 2014 A female villager was killed in a protest.

25 Dec 2014-19 Jan 2015 | Protests demanded justice for the victim took place in
the project area, Monywa, Mandalay and Yangon.

Apr 2015 Labour strikes demanded pay rise.

Source: Author’s summary.

Nipping protests in the bud

Since late 2010, tension has been simmered in the mining site due to
Naypyidaw’s heavy-handed tactics in land confiscation. When political
opportunities expanded in 2012, more villagers believed that they were
entitled to human rights.” Anti-mining protests began in March 2012.
In May 2012, bulldozers arrived in villages to push villagers out of their
farmland. Thwe Thwe Win' from Wethmay village led the first major
protest to oppose the project (Lawyers’ Network and Justice Trust 2013).
About 100 villagers staged a demonstration in front of Wanbao’s compound
(Amnesty International 2015b).” The Peaceful Assembly and Peaceful
Procession Act was passed in December 2011. In Yangon, aggrieved farmers
were authorised to protest against land disputes from July 2012 (Aye Nai
2012). Nonetheless, Letpadaung villagers’ protest applications were turned
down by the police systematically. Seven out of ten protest applications
were rejected in the first three weeks of August 2012 (Nyein Nyein 2012b;
Cheesman 2015). Furthermore, the authorities applied Section 144 of the
Criminal Procedure Code to restrict villagers from approaching the project
area from 15 July 2012 onwards. This also meant villagers could not access
disputed farmland encroached on by the company (Lawyers’ Network and

13 A female villager shared that the military held de facto power in the country during the political
transition. Nevertheless, she also believed that citizens had constitutional rights to stage demonstrations
(interview: V05).

14 Thwe Thwe Win from Wethmay village, a villager who has resisted the project since 2010, was
one of the key leaders in the anti-mining campaign. Together with her sister Phyo Phyo Win and cousin
Aye Net, the three Wethmay villagers were dubbed by 7he New York Times as the ‘Iron Ladies’ who
spearheaded the movement (Fuller 2012).

15 In response to villagers' discontent, Wanbao agreed to suspend the dumping of construction waste.
However, the company broke its promise and applied for an injunction prohibiting villagers from
approaching the project site.



4. LETPADAUNG COPPER MINE

Justice Trust 2013; Amnesty International 2015b). Naypyidaw’s protest
management indicated that the executive’s intention to nip the protests in
the bud to prevent domestic audience from setting off the two-level game
negotiations.

Snowballing mobilisation

External resources from cities strengthened the anti-mining movement in
late August 2012. Leaders of the 88 Generation Peace and Open Society
(88 Generation), including Mya Aye and Tun Myint Aung, organised legal
workshops for villagers in May 2012 (interview: N38). Later on, they
invited activists from Yangon People’s Support Network (YPSN), led by
former political prisoner Han Win Aung, to the Letpadaung area to support
the anti-mining movement in August 2012. These activists stayed in Sede
village and connected villagers to journalists and social media to amplify the
impacts of the movement (interview: J05). The anti-mining activities have
become more contentious since then.

The controversy over the Letpadaung copper mine was widely reported
after the lift of prepublication censorship, effective August 2012. Alongside
88 Generation and YPSN, other civil society organisations (CSOs),
for example, Mandalay-based Sein Yawl Soe, Monywa-based Save the
Letpadaung Mountain Committee'” and the All Burma Federation of
Student Unions, flocked to the project area one after another (interviews:
N39, N40). In the course of political liberalisation, transitional polities
react to social opposition selectively. Acceptability of actions and
acceptability of groups result in different responses by the authorities
(Tilly 1978). Naypyidaw was particularly suspicious about some activists’
‘ulterior motives’. The government intelligence alleged YPSN activists were
associated with communists (interview: P01)."* Many activists certainly
wanted to support courageous villagers adversely affected by the copper
mine. Still, some activists added the peace process and constitutional reform
into the anti-mining movement’s agenda, reinforcing Naypyidaw’s suspicion

16 The 88 Generation also disseminated information on the copper mine project by leaflets and social
media. As many as 200,000 leaflets were distributed around Monywa (April Kyu Kyu 2013, 98).

17 Residing near the mining site, people who lived in western Monywa could hear the blasting of the
mining operation every day. They also witnessed the environmental destruction of the Sabetaung and
Kyisintaung mountains. These negative environmental impacts motivated them to support the villagers.
18  Despite the decline of the Burma Communist Party in the late 1980s, Naypyidaw believed that
communist groups remained a volatile factor that posed security threats to the country (interview: P17).
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(interviews: N34, P16). The involvement of political activists also made
Wanbao criticise that the copper mine project was politicised by activists
who did not belong to the project area (Yu 2012b).

From June to August 2012, villagers staged numerous protests around the
project site. The biggest protest turnout was estimated at 500 (Nyein Nyein
2012b). The movement expanded gradually in September. On 5 September,
about 5,000 people"” from 26 villages marched in the vicinity of the
mining site. Protesters burned three paper coffins that symbolised Wanbao,
UMEHL and the injunction order. Police armed with rifles intimidated
protesters but did not arrest anyone on the spot (Aung Hla Tun 2012b).
The following day, the authorities attempted to arrest Han Win Aung
and other YPSN members (Zarni Mann 2012a). As the activists were
on the run, police turned to Thwe Thwe Win and 11 other villagers on
10 September (Min Lwin 2012). The repression triggered more solidarity
actions. About 700 villagers attempted to travel to Monywa to call for the
release of their fellow villagers, but were blocked by the police (Zarni Mann
2012a). On the next day, around 1,500 people, mainly from Monywa
and Mandalay, surrounded the police station (Nyein Nyein 2012c). On
12 September, prominent 88 Generation leaders, including Min Ko Naing
and Kyaw Min Yu, arrived in Monywa and negotiated with the Chief
Minister of Sagaing Division Thar Aye. The detainees were subsequently
released (interview: NO7).

Political mobilisation proliferated around the project area from September
to November 2012. This time, 88 Generation withdrew from the anti-
mining campaign because of disagreement with YPSN (interview: N07).2
However, a group of more powerful allies emerged. On 17 November
2012, roughly 400 monks joined the protests after knowing that a historic
Buddhist site, Lay Di Sayadaw monastery, on the Letpadaung Mountain
had been demolished. The anti-mining sentiment mounted. Villagers and
monks set up protest camps outside Wanbao’s compound and around the
project site (Lawyers’ Network and Justice Trust 2013). In the following

19 Radio Free Asia reported that over 10,000 people joined the anti-copper mine protest on 5 September
2012 (Lipes 2012b).

20 Among the 88 Generation leaders, there was disagreement over the campaign objective. While some
insisted on siding with villagers to oppose the project, others did not want to confront the UMEHL
and the military (interview: N24). Additionally, some 88 Generation leaders positioned themselves as
mediators in the campaign. YPSN accused them of siding with the military and Wanbao. An 88 Generation
leader considered it an insult because many members had sacrificed a lot for the democratic movement
(interview: NO7).
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days, roughly 500 monks from Monywa, Mandalay and Pakokku also
arrived in the Letpadaung area (Lipes 2012a). The protests halted the
mining operation from 18 November onwards (Franchineau 2012).

On 23 November, Khin San Hlaing, an NLD MP from Sagaing Division,
requested an investigation into the Letpadaung copper mine crisis in the
Hluttaw*" Notwithstanding Minister for Defence Wai Lwin’s warning that
project disruption would upset Sino—Myanmar relations, the motion was
approved (Soe Than Lynn 2012a). On the same day, President Thein Sein
sent Minister for the President’s Office Aung Min to pacify the villagers at
a moment’s notice (interview: P18). Aung Min told the villagers that the
project could not be stopped because the government could not afford to
offend China (DVBTV English 2012). The conversation was filmed and
broadcast on the Democratic Voice for Burma and subsequently roused more
social discontent.

Violent protest repression

Naypyidaw resorted to violence to clear the protest site on 29 November
2012. The costly signal of project continuation provoked waves of anti-
mining protests until Aung San Suu Kyi’s intervention and Naypyidaw’s
apology to the injured monks in the crackdown. According to a senior
official at the President’s Office, Thein Sein was determined to defend
China’s interests in the Letpadaung copper mine project (interview: P01).
Sino—Myanmar relations hit a low point following the suspension of the
Myitsone dam. Naypyidaw could not afford to ‘burn its bridges’ with China
(Haacke 2012, 59; see also Lanteigne 2019) as security and economic issues
were at stake. Amid the crisis, Aung San Suu Kyi, who chaired the Rule
of Law and Tranquillity Committee of the Pyithu Hluttaw (the House of
Representatives), announced a visit to the mining project on 29 November.
Back then, Naypyidaw did not know the motive of Aung San Suu Kyi’s
visit. It worried that domestic audience costs for project continuation would
surge to a new level if the opposition leader sided with anti-mining villagers.
To take pre-emptive measures, the military-controlled Ministry of Home
Affairs ordered protesters to end the occupation around the project site
by 28 November. Protesters were undeterred by the warning (Letpadaung
Taung Investigation Commission 2013). Prior to Aung San Suu Kyi’s

21  Khin San Hlaing has been concerned about the situation in the Letpadaung area since September
2012. Sarlingyi Township was next to her constituency. She visited villagers to listen to their grievances.
However, she emphasised that she was neutral in the case (interview: P19).
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arrival, police launched a midnight attack against protesters.** Police fired
55 canisters of phosphorus bombs at protest camps. The camps were on
fire (Letpadaung Taung Investigation Commission 2013).”* Ninety-nine
monks and five villagers were injured in the attack.” To date, no one has
been held accountable for the excessive use of force against the protesters.
Sources close to the president insisted that Thein Sein had no knowledge
that phosphorus bombs would be used (interviews: PO1; P12, P20). No
matter the decision of the use chemical weapons came from which level of
the government, the consistent protest repression reflected that Naypyidaw
intended to clear hurdles for project implementation.

Establishment of a parliamentary investigation

Days after the crackdown, domestic audience costs inflated as pictures of
monks suffering from severe skin burns were widely reported. The news
outraged the Buddhist-dominated population in central Myanmar. Although
Naypyidaw initially insisted on project implementation, it could no longer
ignore domestic constituents who reactivated the two-level game. Thein Sein
announced the formation of the Letpadaung Investigation Commission on
1 December 2012 and stalled the project to contain audience costs in the
crisis. Aung San Suu Kyi was appointed as the head of the commission.
The commission’s primary objective was to recommend whether the mining
project should be continued or not. It was also tasked with studying the
project’s social and environmental impacts, as well as benefits to the country
and people (Republic of the Union of Myanmar President’s Office 2012b).»
It was uncertain if Aung San Suu Kyi held any preference regarding the

22 Around 2.30 am on 29 November 2012, a large number of riot police were deployed around the
protest camps. After ordering protesters to disperse with loud hailers, they fired water cannons at them.
The attack failed to deter the protesters from continuing the occupation (Lawyers’ Network and Justice
Trust 2013).

23  The use of phosphorous bombs against civilians is prohibited under the Protocol on Prohibitions
or Restrictions on the Use of Incendiary Weapons (Protocol III) of the Geneva Convention (Amnesty
International 2015b). Amnesty International (2015b, 51-52) considered Wanbao complicit in the
crackdown by providing material assistance to the police. It reported that trucks full of police entered
Wanbao’s compound on 28 November. The Irrawaddy’s (2012) video captured the scene of police
launching their attack against the main protest camp from Wanbao’s compound.

24 Police shot more rounds of phosphorus bombs at protesters when the camps caught fire (Letpadaung
Taung Investigation Commission 2013). Some of the monks received intensive treatment in hospitals in
Yangon and Bangkok; the burns by phosphorus bombs left the victims with lifelong injuries (Amnesty
International 2015b).

25 The initial mandate required the commission to look into the causes of the anti-mining protest and
examine the protest management of the police (Republic of the Union of Myanmar President’s Office
2012a). The revised mandate skipped these two sensitive aspects.
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continuation of the copper mine before the investigation took place. In the
aftermath of the crackdown, she spoke to 10,000 villagers in an assembly in
Monywa. She condemned the violent repression (Associated Press 2012a)
but emphasised that Myanmar must uphold its international contractual
obligations and maintain friendship with China (Ponnudurai 2012). That
contrasted starkly with her call for a review of the Myitsone dam in 2011.
Out of their respect for Aung San Suu Kyi, villagers suspended protests.
They trusted that the Aung San Suu Kyi-led commission would protect
their interests (Ei Ei Toe Lwin 2013a).

Buddhist monks continued taking to the streets following the brutal attack.
Protests sprang up in Yangon, Mandalay, Monywa, Pakokku, Taunggyi
and other cities, demanding justice for injured victims for two consecutive
weeks. It was far more challenging to repress protests led by monks.?® The
authorities apologised to the monks on three occasions. On each occasion,
a higher level of official showed up. At the beginning, Sagaing Police
Force issued a statement and held a ceremony to apologise to monks on
1 December 2012 (Soe Than Lynn 2012b). Commander of the Sagaing
Police Force, San Yu, led dozens of police to seek forgiveness from monks
at Shwezigon Pagoda in Monywa on the same day (New Light of Myanmar
2012a, 9). However, the monks were not satisfied with the apology from
this regional-level official. In the first week after the crackdown, the scale
of each demonstration involved a hundred to a few hundred monks and
lay people.”” As the monks refused to pardon the government, ministerial-
level officials apologised to monks again on 7 December 2012. Minister
for Religious Affairs Myint Maung and Deputy Minister for Home Affairs
Kyaw Tun, joined by other officials from the two ministries, organised
a ceremony to apologise to monks in Yangon (New Light of Myanmar
2012¢, 1, 10).”® Apologies from the ministries again failed to pacify the

26 On 1 December 2012, a small group of activists held a protest outside the Chinese embassy in
Yangon. Moe Thwe, Aung Soe and six others were later arrested for organising an unauthorised protest
(BBC News 2012). In subsequent protests held by lay people in Yangon, protesters covered their faces
with masks and shortened the protest time to minimise their risk (Wynn 2012).

27  In Yangon, about 30 monks, accompanied by 100 people, demonstrated in front of Sule Pagoda,
on 30 November 2012. Protesters displayed pictures of the injured monks on their banners during
the procession. The group also marched to UMEHL: office and chanted prayers outside the building
(Associated Press 2012b). In Mandalay, there were three protests with the participation of 500 in total
from 30 November to 6 December 2012 (Soe Zeya Tun 2012; Zarni Mann 2012b). Monks in Taunggyi
and Mogok also protested against the crackdown (Phyo Wai Kyaw and Than Naing Soe 2012a).

28 Twenty-nine senior monks attended the event. Similar to the previous ceremony, the government
officials said that they had no intention to wound the monks and had already urged the monks in
Sagaing Division not to become involved in the protests (New Light of Myanmar 2012c, 1, 10).
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monks. On 12 December, monks specifically demanded an apology
from Thein Sein. Furthermore, they requested the government to release
protesters, find solutions for the mining project with the local people’s
consent, and punish the officials who ordered the use of phosphorus bombs
against protesters. In Yangon, about 400 monks marched from Shwedagon
Pagoda to the City Hall. In Mandalay, over a thousand monks assembled
at U Pwar Pagoda. Another 400 monks gathered at Eindawyar Pagoda.
In Pakokku, a thousand monks staged a demonstration. There were also
protests held in Chauk and Yengyaung, Magway Division (Associated Press
2012¢; Soe Than Lynn 2012c¢). In the response to concerted pressure from
the monks, Minister for the President’s Office Hla Tun® finally represented
the government to make an apology to the monks at Atumashi Monastry
in Mandalay on 15 December. The monks then suspended their protests
(Phyo Wai Kyaw and Than Naing Soe 2012b).

While the commission’s investigation was underway, NORINCO’s President
Zhang Quogqing led a delegation to Naypyidaw from 24 to 25 December
2012. The NORINCO delegation was received by President Thein Sein and
Pyithu Hluttaw Speaker Shwe Mann. In the meeting, Shwe Mann assured
the company that Myanmar would honour its international agreements,
including the Letpadaung copper mine project (Xinhua 2012a). In addition,
a professional environmental consultant who took part in the social impact
assessment of the parliamentary commission revealed that the investigation
fell short of the standard practices. The assessment period was insufficient
to collect seasonal data on the project’s environmental impacts. The time
allocated for meeting with villagers was also inadequate (interview: N41).%
This raised the suspicion that the commission was established to justify the
project continuation from the outset.’’

29  There were five ministers for the President’s Office under the Thein Sein administration, including
Hla Tun and Aung Min.

30  After the first meeting on 3 December 2012, the parliamentary commission began the field study
in Letpadaung area on 5 December 2012. The commission’s findings were also complemented by
research by 12 experts on 11 aspects, including ecology, air quality, water and soil, natural hazards and
environmental management, social impact, and culture, who travelled to villages from 24 to 30 December
(Letpadaung Taung Investigation Commission 2013, paras. 9, 24, 28, 32, 34, 69-70). In the area of
social impact study, most of the villagers strongly opposed the project (interview: N41). Their grievances
were documented but the commission made the decision mainly based on economic benefits.

31 Emel Zerrouk and Andreas Neef (2014) were also inclined to believe that Aung San Suu Kyi would
support the project continuation. When Aung San Suu Kyi said that the parliamentary inquiry could
not satisfy everyone in a press conference in December 2012, the commission planned to allow the
project to go ahead.
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Audience costs following Aung San Suu
Kyi’s project endorsement (March 2013 -
March 2016)

After a three-month review, on 11 March 2013, the Letpadaung Taung
Investigation Commission (2013) recommended the continuation of
the Letpadaung copper mine. Aung San Suu Kyi’s project endorsement
was significant in two ways. First, it granted legitimacy to maintaining
cooperation with China. Second, it altered the publics attitude towards
the copper mine controversy. Both effectively reduced the level of domestic
audience costs in project continuation.

The Letpadaung Taung Investigation Commission (2013) advised revising
the contract to make the public accept the copper mine. It also made
42 recommendations in four major areas: compensation for villagers
and land use of the project, environmental conservation in the mining
operation, resettlement of religious heritage, and police training in
riot control techniques (Letpadaung Taung Investigation Commission
2013). The Letpadaung Taung Implementation Committee, headed by
Hla Tun, was subsequently formed (Republic of the Union of Myanmar
President’s Office 2013).> Aung San Suu Kyi informed villagers about
the investigation commission’s decision on 13 March. In sharp contrast
to the heartfelt welcome by local people in Monywa in late November
2012, a big crowd of protesters confronted her when she delivered the
report. Some distressed villagers wailed in front of her while others heckled
her. Villagers even displayed placards with the message: ‘No Daw Aung San
Suu Kyi'* (Ei Ei Toe Lwin 2013b). The NLD leader dissuaded villagers
from continuing their protests and warned that scrapping the project would
impede national interests. Furthermore, she reiterated that Myanmar must
maintain a robust relationship with China. After the trip, Aung San Suu Kyi
refused to comment further on the controversy and shifted the burden to
the implementation commission for entrenched disputes in the project area.

32 TheImplementation Committee comprised ministers and deputy ministers of numerous ministries.
Furthermore, Wanbao’s Managing Director, Geng Yi, and UMEHLs Project Director, Maung Tint,
were part of the committee (Republic of the Union of Myanmar President’s Office 2013).

33 Daw means ‘auntie’ in Burmese. It is a custom to add a title in front of someone’s name.
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The contract renegotiation began on 6 April 2013. After 17 meetings,
a revised contract was concluded between the Myanmar Government,
represented by Mining Enterprise No. 1, Wanbao and UMEHL on
24 July 2013 (Win Ko Ko Latt and Soe Than Lynn 2013). Under the
new contract, Naypyidaw shared 51 per cent of the profit. Meanwhile,
Wanbao and UMEHL got 30 per cent and 19 per cent respectively. In
addition, the restructured joint venture allocated 2 per cent of net profit
to the corporate social responsibility (CSR) program (Myanmar Wanbao
Mining Copper Limited 2016a). Wanbao also hired Knight Piesold for
an ESIA** Regarding compensation, the renewed compensation level
increased to MMK 1.83 million — 3.25 million (USD 1,830-3,250)
from MMK 520,000-550,000 (USD 520-550) per acre of land. To assist
farmers’ livelihoods, Wanbao promised to employ one to three members
from each household depending on the size of their farmland lost (Myanmar
Wanbao Mining Copper Limited 2014).%> Villagers complained that only
one member of their family was employed. The quota was not transferrable
(interviews: V08, V09, V10). Notwithstanding the employment scheme,
underemployment was severe in the region (interviews: N06, N38, P21).
The copper mine impacted 25,000 people in the area. Wanbao employed
roughly 2,500 villagers, or 10 per cent of the affected population (Myanmar
Wanbao Mining Copper Limited 2016b).

Aung San Suu Kyi’s endorsement of the project dramatically reversed public
opinion on the anti-mining campaign. The commission report received
mixed responses from the public at the very beginning. Some social and
political elites appreciated Aung San Suu Kyi’s efforts in handling the
crisis.** Meanwhile, many others were disappointed that the opposition
leader put Sino—Myanmar relations before villagers’ wellbeing. However,
they were reluctant to criticise Aung San Suu Kyi (Nwet Kay Khine 2014;

34  An ESIA should be conducted before the implementation of the project in order to mitigate the
risks identified in the process. Nevertheless, ESIAs were not mandatory before December 2015.

35 1If a household lost 10 acres of land or less, one family member would be employed by Wanbao.
If a houschold lost 11-20 acres of land, two family members would be employed. If a houschold lost
more than 20 acres of land, three family members would be employed. Households that declined to
work at the mining site could receive a monthly allowance of USD 70-160, depending on the size of
their original farmland (Myanmar Wanbao Mining Copper Limited 2014).

36  An NLD central executive committee (CEC) member praised the leader’s wisdom in working out
expedient solutions for local people and the investor. He blamed villagers for not understanding the
report. Additionally, he contended that furious responses from villagers should be attributed to activists
provocation (interview: P22). Another NLD CEC member also criticised activists as ‘bad elements’,
claiming that activists from outside engaged in the movement with ulterior political motives and did not
care about the villagers” wellbeing (interview: P23).
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interview: N40). For example, a Sein Yawl Soe leader who initially disagreed
with the commission report adjusted his position quickly (interview: N26).
A lawyer who sought justice for injured protesters said that people should
think of the lifelong contribution of Aung San Suu Kyi instead of focusing
on her imperfect judgment in the copper mine controversy (interview:
N34). Similarly, Save the Letpadaung Mountain Committee disapproved
of the commission’s recommendation but refrained from challenging the
opposition leader’s policy preference (interview: N39). A village leader of
the anti-mining campaign denied that Aung San Suu Kyi supported the
continuation of the project. Like other Aung San Suu Kyi supporters, she
insisted that it was the military that should be blamed (interview: V05).

Despite opposition to the project, Wethmay villagers have become less
involved in the resistance following the investigation commission’s decision.
Meanwhile, farmers from Sede, Moegyobyin and Ton villages, supported
by YPSN activists, were determined to resist the mining project (interview:
N38). However, the scale of the protests dwindled in 2013, ranging from
a few dozen to several hundred villagers in each action. Some aggrieved
villagers resorted to more radical actions to compel Wanbao and the
authorities to the negotiation table. In one extreme incident, villagers
abducted two Chinese workers in May 2014 (Zarni Mann 2014). Protesters
were labelled as bigoted people who obstructed the country’s development
(interviews: NO7; P23). Even The Voice, which was critical of the Myitsone
dam, has repeatedly slammed the activists against the Letpadaung copper
mine as ‘disruptive elements’ who manipulated the farmers in the area

(Prasse-Freeman 2016, 95).

Wanbao’s encroachment of more disputed farmland triggered a spiral of
protests and repression around the project area in 2013-2016. Protesters
threw stones and makeshift ‘fire bombs’ at police. Police responded with
batons and rubber bullets in 2013 (Vandenbrink 2013c, b).?” In another
violent clash in December 2014, police even fired live bullets at protesters.
A female villager Khin Win was shot dead while a dozen villagers were
injured (Asian Human Rights Commission 2015). Khin Win’s death
ignited weeks of anti-mining protests in the project area, Monywa,
Mandalay, Yangon and other cities. A hundred to a thousand protesters

37 On 25 April 2013, about 100 farmers began to plough their fields. Four hundred police came to
beat them with batons. About 10 villagers were injured in the repression. Aung Soe from the YPSN
and two villagers were taken away by the police. About 200 farmers quickly gathered to call for the
immediate release of the three people (Vandenbrink 2013c, b).
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demanded justice for the victim and the copper mine’s closure. Naypyidaw
accused anti-mining activists of instigating the conflict and imposed harsh
punishment on activists. For example, YPSN’s Aung Soe was sentenced
to 11 and a half years’ imprisonment for his involvement in a protest in
April 2013 (Assistance Association for Political Prisoners (Burma) 2014).%
Also, prominent activist Naw Ohn Hla and her colleagues who staged a
200-strong protest in front of the Chinese embassy in late December 2014
were sentenced to four years and four months” imprisonment (International
Commission of Jurists 2015).%

To a very large extent, anti-mining mobilisation was relatively weak
following the release of the commission report. In April 2015, 3,000
workers participated in a labour strike to demand a pay rise and working
condition improvement. The mass labour action successfully drove Wanbao
to increase workers’ wages by 50 per cent (Chan and Pun 2022). Following
the strike, most of the grassroots workers could earn USD 180-270 per
month, up from USD 120-180 per month (interviews: V11, V12).4
Despite the positive outcome, it was not considered part of the anti-mining
movement as it did not call for changes in the status quo of the project.

Measuring audience costs in the
anti-mining movement

The methodology that measures audience costs in the anti-Myitsone dam
campaign and the anti-Letpadaung copper mine campaign is the same.
Aung San Suu Kyi’s endorsement of the mining project was a watershed
in the anti-mining movement. This section measures the audience costs
generated by the two phases of the anti-mining movement — before the
release of the commission report, from March 2012 to February 2013, and
after the release of the commission report until the end of the Thein Sein
administration, from March 2013 to March 2016. Anti-mining protests
emerged in early 2012. Between 3 March 2012 and 25 November 2012,
at least 124 protests in the Letpadaung copper mine area were recorded

38 In November 2013, Aung Soe was released in an amnesty granted by Thein Sein.

39 They were only freed after President Htin Kyaw’s amnesty in mid-April 2016.

40 The Mine Workers Federation of Myanmar revealed that Wanbao had not increased workers’
salaries since 2015 (interview: V11). In addition, the Chinese SOE was reluctant to engage with the
labour unions (interviews: V11, V12).
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(Letpadaung Taung Investigation Commission 2013, para. 93).*' From
December 2012 to February 2013, villagers agreed to suspend their protests
while awaiting the commission’s decision. Monks also ceased their protests
in mid-December 2012 after an apology from the Presidents Office.
Protests resumed following the decision of the investigation commission to
continue the project. Between March 2013 and February 2014, at least 127
protests around the project site were reported (Lwin Lwin Wai 2019). While
the frequency of protests remained high, the scale has dwindled since March
2013 (see Figure 4.2).

Figure 4.2: Number of protests around the Letpadaung area
(March 2012 - February 2014).
Note: The time period is not in the same interval.

Source: Letpadaung Taung Investigation Commission (2013) and the Letpadaung
Taung Implementation Committee (2014).

41 Most of the protests took place between August 2012 and November 2012. Out of 124 protests
in 2012, 95 took place from August 2012 onwards (Letpadaung Taung Implementation Commission
2014, para. 93). Protests outside the project site were not included.
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Audience costs before Suu Kyi’s project
endorsement (March 2012 - February 2013)

The vigorous farmer protests in the anti-copper mine movement were
unprecedented in Myanmar. In terms of the number of participants,
this study draws data from reported protests in the media. However, it is
noted that the actual turnout would be far more than the data compiled
by this study because most of the anti-mining protests were not reported.
According to reported figures, at least 23,250 participants were involved in
the anti-mining activities from March 2012 to February 2013. This chapter
codes the turnout as high, which scored 3, because the aggregated number
of participants was higher than the benchmark of 10,000 (see Chapter 2).

In terms of the geographical scope of actions, outside the Letpadaung
area, there were also protests and educational events in Yangon, Mandalay
and Monywa. In Yangon, 88 Generation organised a seminar that invited
villagers, environmentalists and monks to raise public awareness about
the mining project. About 300 people attended the event (Hpyo Wai Tha
2012).*? In February 2013, Green Hearts organised two art exhibitions in
Yangon. Activists in Monywa joined the villagers’ struggle in September
2012. Meanwhile, CSO members and activists in Yangon, Mandalay and
other parts of the country held protests in support of the villagers when
tensions grew high in mid-November and early December 2012. It was
noted that the activities took place not only in Sagaing Division, where
the project is located, but also spread to major cities such as Yangon
and Mandalay. As such, this chapter codes the geographical scope of the
anti-mining movement as national, which scored 3 (see Table 4.4). This
study contends that the level of audience costs correlates with the level of
political mobilisation in an international dispute. Owing to the highest
level of protest turnout and nationwide mobilisation, the level of political
mobilisation was valued at 9 (see Figure 4.3). Again, this study does not
suggest that a movement with an aggregate number of some 23,000 was
powerful enough to overturn a signed agreement. In a difficult political
environment, when a considerable number of people engaged in a movement

42 Villagers and a Save the Letpadaung Mountain Committee member categorically demanded the
cancellation of the mining project in the seminar. An 88 Generation leader also denounced the rapacious
business practices of military-associated companies at the cost of people’s suffering and environmental

destruction (Hpyo Wai Tha 2012).
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across administrative regions, the media reported widely on the events and a
wider audience discussed the issue. In this regard, the executive bore a high
level of domestic audience costs to maintain the status quo of the project.

Table 4.4: The level of mobilisation in anti-mining activities (March 2012 -
February 2013).

Forms of mobilisation Mainly protests, also included a seminar, religious
assembly and art exhibition

Locations Mainly in the Letpadaung area, but also in Monywa,
Sagaing Division, Mandalay and Yangon

Estimated turnout At least 23,250

Source: Data compiled by the author.

Audience costs after Suu Kyi’s project endorsement
(March 2013 - March 2016)

The Letpadaung Taung Implementation Commission (2014, para. 94)
reported 127 protests around the project area between March 2013 and
February 2014 (see also Lwin Lwin Wai 2019). Unfortunately, it did not
provide the number of protesters involved in the protests. Furthermore,
after the release of the parliamentary commission report that recommended
the project implementation, the media attention to anti-mining protests
dropped significantly. Table 4.5 reports the scale of anti-mining activities.
In terms of the number of participants, the aggregate number of people
involved in anti-mining activities was at least 6,425. Considering that many
protest accounts were not reported by the media, this chapter codes the
turnout as a medium level, which scored 2. In terms of the geographical
scope of actions, most of the anti-mining protests were concentrated in the
project area. At least one activity was reported in Yangon and Mandalay
respectively. Therefore, the nationwide anti-mining activities scored 3.
As a result, the level of political mobilisation was valued at 6, which
generates a medium level of audience costs (see Table 4.6). It conditioned
Naypyidaw’s policy option in the copper mine, but the executive still had
room for manoeuvre in the dispute. After signing the revised contract in July
2013, sporadic actions occasionally took place near the project site, usually
stemming from encroachment on more disputed farmland. In general,
political mobilisation among villagers was even more difficult. With the
imminent start of the project, villagers conceded that they were unlikely
to reclaim their farmland. They adapted to the new normal during protest
exhaustion (interview: VO05).
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Table 4.5: The level of mobilisation in anti-mining activities (March 2013 -

March 2016).
Forms of mobilisation Mainly protests, included funeral and art exhibition
Locations Mainly in the Letpadaung area, but also in Monywa,
Sagaing Division, Mandalay and Yangon
Estimated turnout At least 6,425

Source: Data compiled by the author.

Table 4.6: Political mobilisation and domestic audience costs in the
anti-mining movement.

Value
Before March 2013 After March 2013
Number of protesters 3 2
Geographical scope of action 3 3
Score for political mobilisation 9 6
Level of audience cost high medium

Source: Author’s summary.
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Figure 4.3: The level of audience costs incurred in continuing the
Letpadaung copper mine project.

Note: AC: audience costs

Source: Author’s depiction.

130



4. LETPADAUNG COPPER MINE

Analysis: Audience cost mechanism in the
copper mine case

This chapter explains the redistribution of gains in the revised contract
of the Letpadaung copper mine. Even though Wanbao reiterated that it
operated in Myanmar legally, it agreed to renegotiate the payoffs with
Naypyidaw. Vehement anti-mining protests in 2012 transformed the single-
level negotiation in the BRI agreement into a two-level game. The dispute
arose as societal actors disagreed that the signed international agreement
could benefit them (Chan and Pun 2020; see also Putnam 1988). A high
level of domestic audience costs amid Myanmar’s democratisation limited
Naypyidaw’s foreign policy options. If the executive insisted on proceeding
with the copper mine project, it would encounter a legitimacy crisis. As such,
it actempted to contain domestic audience costs by nipping protests in the
bud to implement the project. Its willingness to continue cooperation at
its own cost increased its bargaining power in the dispute (see Schelling
1960). The Chinese investor, therefore, made concessions to Naypyidaw
to make the cooperation more acceptable to Myanmar. The audience cost
mechanism crystallises how the level of anti-mining mobilisation, the
executive’s preference over project continuation and Beijing’s perception of
Naypyidaw’s domestic constraints jointly led to the revised agreement in the
host country’s favour (Table 4.7; see also Chan and Pun 2020).

Table 4.7: Audience cost mechanism in the Letpadaung copper mine
controversy.

Assessment Observations

Domestic phase 1 (before high level of political mobilisation in the
audience costs | March 2013): high | anti-mining activities (number of participants:
high; geographical scope of action: national);

opposition party’s reaction: Aung San Suu Kyi
paid a visit to Letpadaung area in November
2012 and agreed to chair the parliamentary
enquiry commission.

phase 2 (after medium level of political mobilisation
March 2013): (number of participants: medium;
medium geographical scope of action: national);

opposition party’s reaction: Aung San Suu
Kyi refused to make comments on the
implementation of the recommendations
raised by her parliamentary commission.
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Assessment Observations
Naypyidaw’s contract protest management: repression to contain
preference renegotiation the growth of audience costs; and
(to pay domestic | nilateral action: contract revision as a
audience costs) condition for project continuation.
Beijing’s recognition concessions: redistribution of gains in
perception of domestic Myanmar’s favour, expansion of CSR
constraints in programs; and
Myanmar public diplomacy: an increase of societal
actor engagement.
Project contract renegotiation in July 2013. The Myanmar Government
outcome gained a bigger share in the revised contract.

Source: Author’s summary.

The rise and fall of audience costs in the copper
mine case

About a hundred protests took place around the project site in less than a
year. Notwithstanding the expansion of political opportunities, contentious
politics remained rare in the country. Farmers from 26 villages around the
Letpadaung area stood up to defend their ancestral land from the military-
backed company and the Chinese investor. Their bravery and unity received
national media attention. Later on, monks with high social status in the
country also protested against the project. Initially, anti-mining mobilisation
was mainly confined to the Letpadaung area. The brutal crackdown on
protests in late November 2022 sparked a national movement against the
copper mine. The Thein Sein administration, having once gained credit
from the Myitsone dam suspension, faced a legitimacy crisis in the copper
mine controversy.

Aung San Suu Kyi’s involvement in the investigation commission became a
game-changer in the controversy. The appointment affirmed Naypyidaw’s
commitment to project continuation despite domestic constraints. It is
reasonable to expect that the commission would not yield the same level
of legitimacy if then opposition leader Aung San Suu Kyi were not the
chairperson. Aung San Suu Kyi valued the relationship with China over
villagers' grievances and defended the project. Public opinion shifted
overnight. Many aggrieved villagers then realised that there was little hope
that they could stop the project. Even though some villagers firmly rejected
the project, the mobilisation was largely parochial with a small turnout.
As such, the level of domestic audience costs waned from a high level,
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before Aung San Suu Kyi’s intervention, to a medium level. In the Myitsone
dam case, division among the ruling elites was observed when tension was
mounting. On the contrary, no high-level official showed sympathy for the
villagers throughout the anti-mining campaign. This also left Naypyidaw
some room to manoeuvre in the controversy.

Naypyidaw’s determination to continue the project

Naypyidaw was forced to fail either domestic constituents or Beijing in
the distorted two-level game of the copper mine negotiations. Its protest
management signalled that the incumbent opted for paying domestic
audience costs in the conundrum. The denial of protest permits, arrest
of protest leaders, and excessive use of force against protesters manifested
Naypyidaw’s diplomatic objective. Notwithstanding Thein Sein’s endeavour
to distinguish his government from the military regime (Dossi 2015), the
heavy-handed crackdown on protesters ruined the reputation that he earned
in the first year of the political transition. The transitional government bore
a high level of domestic audience cost for project implementation in the
first phase of the copper mine dispute.

Vehement protests in November and December 2012 conditioned
Naypyidaw’s policy option. Thein Sein then made a unilateral announcement
to halt the copper mine project temporarily. This hand-tying strategy
was meant to extract concessions from Beijing. This study posits that a
preliminary decision was made when Thein Sein appointed Aung San Suu
Kyi to chair the parliamentary commission. In the face of an escalating
anti-mining sentiment, the commission was established to ease the tension
instead of scrapping the project. It would be unlikely for Naypyidaw to have
the leading opposition leader head the commission if she were inclined to
shut down the project. If Aung San Suu Kyi had recommended the project
cancellation, it would increase the domestic audience costs and might
intensify political instability in the country. Moreover, this would also boost
Aung San Suu Kyi’s popularity. Additionally, when the project review was
underway, Shwe Mann assured NORINCO that Myanmar would honour
its international obligations. This puts the independence of the commission
in question. For these reasons, it was less likely that the commission was
neutral in the first place. Furthermore, the commission report specified
that the project could only resume with a contract revision. Setting this
prerequisite shifted the burden of offering concessions to Beijing even
though the anti-mining sentiment was abating. If the bargaining position
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were compromised, it would push the domestic audience costs to a higher
level. This calculated move showed Naypyidaw’s determination to pay
domestic audience costs in exchange for bargaining leverage in contract
renegotiations.

Disappointment directed at Aung San Suu Kyi affirmed the dilemma
faced by Naypyidaw. Contradicting her stance in the Myitsone dam case,
Aung San Suu Kyi asserted that Myanmar should honour its international
obligations in the Letpadaung copper mine. The opposition leader faced
the first protest against her as a result (Ei Ei Toe Lwin 2013b). In other
words, Aung San Suu Kyi was not exempted from paying audience costs for
failing domestic supporters. Upon delivering the commission report, the
opposition leader shunned responsibilities concerning the mining project.
For instance, after the death of a villager, Khin Win, in a protest in 2014,
Aung San Suu Kyi claimed that the tragic incident stemmed from the failure
of the implementation committee to carry out the recommendations listed
in her report (Gerin 2014). Aung San Suu Kyi’s cooperative stance earned
Beijing’s trust. Starting from April 2013, Beijing began to engage with the
NLD proactively (Chan 2020).” In a meeting between Wanbao and NLD
delegates in 2013, the Chinese investors sought help from the NLD leaders
regarding the disputes in the copper mine. The NLD leaders reiterated
Aung San Suu Kyi’s position that the copper mine dispute was not their
business (interviews: P19, P24).

Beijing’s concessions in the anti-mining dispute

Beijing’s recognition of Myanmar’s domestic constraints could be identified
by its concessions in the contract renegotiation and the shift in diplomatic
strategy. In an international conflict, a state can exploit nationalist protests
to extract concessions from its opponent. The opponent only recognises
the signal sender’s resolve if the political costs of protest repression are high
and the opposition is spontaneous (Weiss 2014; Ciorciari and Weiss 2016).
Beijing could observe Naypyidaw’s attempts to curtail the opposition
during the anti-mining movement. Unexpectedly, more protests turned
against Naypyidaw following the protest crackdown. The growing fury

43 In the copper mine controversy, Aung San Suu Kyi’s intervention was also considered by some
people inside the country as a signal to Thein Sein and the Chinese Government that she was a pragmatic
politician. The suspension of the Myitsone dam was a blow to China. China worried that if the NLD
would take office after the 2015 elections, Myanmar would bandwagon the United States. As such,
Aung San Suu Kyi intended to ease Beijing’s paranoia by showing her cooperative position in Sino—
Myanmar relations (interviews: J06 N34).
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in the host country could hardly be discounted. Beijing also adjusted its
public engagement strategy in the copper mine dispute. Amid the public
outcry, Wanbao held two press conferences to allay public resentment
against the project in September and October 2012. Likewise, the Chinese
embassy stepped up its public relations work to engage with the media on
the project in the same period of time (Embassy of the People’s Republic
of China in the Republic of the Union of Myanmar 2012). After releasing
the commission report, Wanbao hired Knight Piesold to conduct an ESIA
in March 2013. Moreover, the company established several engagement
channels to communicate with villagers, for example, Community Social
Development (CSD) teams (see Tang-Lee 2016). CSD teams delivered
the company’s presents to villagers in door-to-door visits (interviews: V13,
V14).* Additionally, Wanbao stepped up its social engagement strategy.
The Chinese SOE released a promotion video entitled ‘Myanmar Wanbao:
A New Dawn’ in March 2016. Deputy General Manager Lou Daging
stressed that local people’s support was vital to the BRI project’s success
(China Meets Myanmar 2016).” Despite efforts to win the community’s
hearts and minds during the Thein Sein administration, Wanbao began
to ignore villagers and labour unions when the opposition died down.
It has also ceased issuing annual CSR reports since 2016 (Chan and Pun
2020, 2022).

Alternative explanations for project
renegotiation

Critics and informants were not surprised by the copper mine project’s
continuation. They offer insights into the project resumption after a
temporary suspension. Several Sino—Myanmar relations analysts argued
that Naypyidaw worried another project suspension would deter Chinese
investments in the country following the shelving of the Myitsone dam.
Some social elites in Myanmar attributed the project continuation to
UMEHL economic clout in the country. Other interviewees stated that the

44 Most of the villagers did not approve of the company’s visits. They perceived them as a form
of one-way and top-down communication. Villagers brought up grievances like a lack of employment
and environmental degradation, but the CSD members paid little attention to them (interviews: V09,
V13, V14).

45 According to a Wanbao survey, 92 per cent of respondents in the Letpadaung copper mine area
welcomed the project. China’s state media also portrayed the Chinese SOE as a model responsible
investor in the BRI (Wang 2015; Sun 2020a).
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Letpadaung copper mine was a parochial issue which was insignificant to
Naypyidaw. These views disregarded the fact that the contract was revised
in Myanmar’s favour amid the anti-mining movement.

Avoidance of long-term adverse impacts on
bilateral cooperation

China was a major investor in Myanmar through the Thein Sein
administration. The Chinese embassy explicitly stated that Chinese
companies might be discouraged from investing in the country if the mining
project was cancelled (Ei Ei Toe Lwin 2012). This narrative coincides with
the study by Rachel Wellhausen (2015) that breaches of contract would
deter new foreign direct investment. Considering the ‘shadow of the
future’ (see Oye 1985),% Naypyidaw could not risk further upsetting its
economic relations with Beijing. Naypyidaw was keen to assure Beijing that
the investing environment in the country would remain China-friendly.
Both negotiating parties had a strong will to maintain the status quo of the
agreement. This study contends that contract renegotiation was attributed
to societal actors’ role in the activated two-level game.

UMEHL’s interests in the project

Myanmar people generally believed that the military-backed conglomerate
was one of the most powerful business entities in the country and that
its interests were untouchable; Naypyidaw would not have any reason
to undermine the interests of the military-owned company. In reality,
UMEHLs profit ratio decreased from 51 per cent to 19 per cent under
the revised contract. And Wanbao’s profit ratio dropped from 49 per
cent to 30 per cent. This was evident that the Myanmar Government
extracted concessions not only from Wanbao, but also UMEHL as well.
Stemming from the mistrust towards the transitional government, domestic
opposition asserted that the government and the military were the same
entity. Therefore, they rejected the claim that UMEHL gave up profit
to Naypyidaw in the dispute (interviews: N34, N42). A source affiliated
with a Yangon-based think tank with policy access disagreed. The Thein
Sein administration gradually scrapped UMEHLs privilege (interview:

46 Kenneth Oye (1985, 12) pinpoints that ‘future interaction can influence decisions in the present’.
In iterated games, actors are less likely to defect in cooperation for immediate gains. They must take the
prospect of future interaction into account.
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P20). One observable indicator was that the conglomerate transited into
a public company in 2016 and was no longer exempted from taxation
during the economic reform (Kyaw Hsu Mon 2016). Furthermore, when
the Pyithu Hluttaw proposed to set up a parliamentary commission into the
Letpadaung controversy, the Minister for Defence opposed the initiative.
Surprisingly, the ruling Union Solidarity and Development Party (USDP)
still approved the motion in the legislature. The president also endorsed the
investigation. This was a remarkable sign that the Myanmar Government
had reclaimed its leadership from the military in the reform period. It would
be interesting to analyse the dynamics between Naypyidaw and UMEHL in
the redistribution of gains, but this study focuses on the disputes between
Naypyidaw and Beijing. UMEHLs willingness to give up its profits in the
dispute was not under the purview of this study.

Stage of the project and scale of the contention

Some posit that the stage of the copper mine sustained project continuation.
The expansion of the Letpadaung copper mine was underway in 2012.
Arguably, the environmental destruction was irreversible. Even Aung San
Suu Kyi urged villagers to stop protesting because their land had already been
damaged (Vandenbrink 2013a). Although the construction of the copper
mine had begun, not all the villagers from Wethmay, Kandaw, Sede and
Zidaw villages have relocated to the resettlement sites. Additionally, project
cancellation could mitigate ongoing negative environmental impacts on
farmland and the Chindwin River. This study argues that the commission
favoured project resumption regardless of the project’s environmental and
social impact assessments.

Others also suggest that the scale of the contention was inadequate to
condition Naypyidaw’s policy options. The vigorous struggle against the
mining project was rooted in mass land confiscation. Farmers were at
the forefront of the protests. The Letpadaung mining project was a local
issue which differed from the Myitsone dam that could rally national
support (interview: N26). It was partially correct that protests primarily
concentrated around the project site may only reflect parochial concerns
at the beginning. The villagers™ resistance to the project was amplified by
activists from Yangon, Mandalay and Monywa, and the mainstream media.
Monks’ involvement further helped to promote the villagers' cause. After
the brutal crackdown on protests in late 2012, protests spread to other
major cities. The geographical scope of actions was no longer confined
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to the mining area. The President’s Office was compelled to apologise to
monks for the attack. Without a high level of domestic audience costs
generated in the anti-mining movement, the president would not set up
the investigation commission. The renegotiated payoff in Myanmar’s favour
affirmed Beijing’s recognition of signalling effects of anti-mining protests.
The level of domestic audience costs, however, dwindled after Aung San
Suu Kyi defended the copper mine.

Concluding remarks

Vehement anti-mining protests activated the two-level game in BRI
cooperation. Naypyidaw sought to maintain the status quo of the project
but inadvertently triggered more resistance. The continuation of the
Letpadaung copper mine, following the suspension of the Myitsone dam,
showed that Naypyidaw did not intend to reorient its relations with China.
Notwithstanding Naypyidaw’s intention to maintain BRI cooperation,
it once again defected from the original agreement involuntarily.

This chapter draws three conclusions from the copper mine case. First,
a weaker state can obtain a more favourable international payoff in a
contract renegotiation. Naypyidaw, initially receiving royalties and taxes
from the project but not shares, now owned 51 per cent of shares under
the revised agreement. A drastic redistribution of gains in the contract
renegotiation illustrated that state capability was not always a determinant
in international negotiations. As the contract was signed in 2010, the host
country was obliged to implement the international agreement. This case
challenges the traditional wisdom that structural power can often increase
the stronger party’s bargaining power and yield intended international

outcomes (see Waltz 1993, 77-78).

Second, the domestic audience became significant actors in international
politics in Myanmar. The underlying assumption of the audience cost
theory is domestic constituents’ ability to penalise the executive for irrational
foreign policy (see Fearon 1994; Weiss 2014). The domestic audience was
no longer powerless. More citizens exercised their constitutional rights to
challenge the executive. They flexed their muscles by filling the streets and
casting their votes. Despite attempts to contain domestic audience costs from
growing, the situation got out of Naypyidaw’s control in the crisis. A high
level of domestic audience cost prevented Naypyidaw from implementing
the BRI project. Chinese economic setbacks were invariably discussed
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under the context of US—-China competition in Myanmar. The copper
mine case indirectly dismissed speculation that Naypyidaw recalibrated its
relationship with Beijing. Moreover, Wanbao’s CSR programs and public
relations strategy implied that the SOE could not dismiss societal actors’
opposition to the project.

Third, the executive could strategically capitalise on domestic audience costs
in the audience cost dilemma. With the expansion of political opportunities
in 2012, conflicting preferences between domestic actors and the foreign
partner in the copper mine case were undisputable. Naypyidaw could not
ignore public expectations for foreign policy, yet it selectively responded
to public outcries to fulfil its diplomatic objective. In the Myitsone dam
case, Naypyidaw’s preference coincided with that of the constituents. The
suspension of the dam won domestic supportand even international applause.
In contrast, in the Letpadaung copper mine case, Naypyidaw prioritised its
bilateral relationship with Beijing over public expectations. To this end, the
Thein Sein administration resorted to violence to secure Chinese business
interests. Naypyidaw’s commitment to maintaining BRI cooperation at its
own expense increased its bargaining advantage. Naypyidaw’s hand-tying
strategy successfully pushed Wanbao to redistribute gains which helped the
government to justify its unwelcome foreign policy decision.

The copper mine project resumed in October 2013. Contention died
down upon Aung San Suu Kyi’s support of the project. The greatly
diminished domestic audience costs failed to activate a new round of
renegotiation between Myanmar and China. During the Aung San Suu
Kyi-led administration from 2016 to 2021, a more democratic government
did not improve Wanbao’s business practices further. Counterintuitively,
Wanbao’s operations became more inward-looking. Under Aung San Suu
Kyi’s leadership, the popular government did not have to worry about its
legitimacy. Furthermore, political mobilisation in the project area dwindled.
A lack of domestic pressure could not motivate Wanbao to respond to social
and environmental issues around the project site (Chan and Pun 2022).
The Chinese SOE, however, interpreted a waning anti-mining movement
as a social licence to operate. It proposed to expand the copper mine to
the Wazeintaung area in 2018. The NLD-led government also permitted
Wanbao to conduct a feasibility study. Nevertheless, villagers in the
Wazeintaung area immediately protested against the proposal. They were
not convinced that they could benefit from the mining project. The NLD-
led government suspended the feasibility test in 2019 due to strong local
opposition (Nan Lwin 2019g).
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China—-Myanmar Pipelines:
Business Operated as Usual
with Weak Opposition

The China—Myanmar oil and gas pipeline project (China—Myanmar
pipelines) that transports crude oil and natural gas from the Bay of Bengal
to China’s south-western region is another China-backed mega project in
Myanmar. It is regarded as China’s most strategic project in the country
as it serves to enhance China’s energy security. The project would also link
to other Belt and Road Initiative (BRI) projects in Myanmar’s port city
Kyaukphyu, including the deep sea port, special economic zone (SEZ) and
prospective high-speed railway. The contracts for the pipeline project were
signed in June 2010. Construction commenced right after the signing of
the agreements. The gas pipeline went into operation in 2013. Meanwhile,
the trial operation of the oil pipeline was launched in January 2015. By and
large, the project implementation went well. In 2015, the media reported
that Naypyidaw requested to renegotiate the contract terms with Beijing
(Aung Shin 2015), but to no avail (Chen 2016). In April 2017, crude oil
began to flow through the pipeline after China’s oil refinery construction
was completed. Despite a two-year delay in the oil pipeline operation, the
project was largely implemented according to the agreement. The project
outcome contrasted with the Myitsone dam suspension and the Letpadaung
copper mine’s contract revision. Why did Beijing refuse to redistribute gains
with Naypyidaw in the strategic oil pipeline project?
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Similar to the Myitsone dam and the Letpadaung copper mine, the China—
Myanmar oil and gas pipelines encountered social opposition in the early
phase of Myanmar’s political transition. When the pipeline project was still
under planning in the mid-2000s, a transnational movement was formed to
overturn the project. In the early stage of the anti-pipeline movement, Shew
Gas Movement (SGM) and Arakan Oil Watch (AOW), both Chiangmai-
based organisations founded by Rakhine activists, were the leading
organisations in the network.! Prior to the regime change in Myanmar in
2011, domestic actors could hardly influence the military government. The
transnational movement emerged to strengthen local resistance and pursue
policy changes from the outside through a boomerang model of activism
(see Keck and Sikkink 1998; Mihr and Schmitz 2007). Several global
action days against the pipeline project, with the support from a hundred
overseas civil society organisations (CSOs), were held. International allies
presumably could narrow the difference in political resources between the
challengers and powerholders. However, the anti-pipeline movement did
not change the status quo of the agreement.

The previous empirical chapters on the dam and copper mine disputes
highlighted that the level of domestic audience costs is vital in triggering
renegotiations of a signed bilateral agreement. It was generally perceived
that the controversial pipeline project could generate a high level of
audience costs. Although some studies posit that the anti-pipeline campaign
attests to a linkage between transnational activism and local resistance
(Yeophantong 2015; Simpson 2014, Ch. 6), this research finds otherwise.
The transnational movement succeeded in galvanising moral pressure at
the international level, but had a limited impact on domestic mobilisation.
In the domestic anti-pipeline campaigns, the project that cut across
Myanmar was expected to provoke a vigorous response in the country.
Counterintuitively, only sporadic protests by a small group of farmers were
reported throughout the 2010s. On the contrary, a strong movement that
demanded 24-hour electricity access emerged in Rakhine State in 2012.
The movement did not aim at derailing the project, whereas it called on
Naypyidaw to share benefits with the ethnic state. Even though the Thein
Sein administration and the National League for Democracy (NLD)-led
administration attempted to renegotiate payoffs in the BRI project, Beijing

1 Arakan was the colonial spelling of Rakhine that was used in Myanmar before 1989. See footnote 10
in Chapter 1.
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rejected the requests. To Beijing, Naypyidaw was not constrained by
domestic pressure in project implementation. That said, the anti-pipeline
campaign could hardly generate a high level of domestic audience costs to
activate the two-level game.

This chapter explains the maintenance of the project’s status quo despite
a transnational anti-pipeline movement and Naypyidaw’s request for gain
redistributions. The second section presents the background information
on the pipeline project. It shows the strategic value of the project to China
in the wake of the ‘Malacca Dilemma’. The third section outlines the key
actors in the anti-pipeline transnational movement and their activities.
The fourth and fifth sections detail domestic opposition to the pipeline
project during and after the pipeline construction respectively. Then, the
chapter measures the level of audience costs generated by the anti-pipeline
movement. The seventh section adopts the audience cost mechanism to
examine the interaction among the domestic audience, Naypyidaw and
Beijing in the anti-pipeline campaign. It crystallises that Naypyidaw’s
diplomatic intention alone could not shift the policy outcome. Before
the concluding marks, the chapter provides alternative explanations for the
maintenance of the project’s status quo.

About the dual pipeline project

The China—Myanmar oil and gas pipeline project is part of China’s energy
security blueprint. Over 75 per cent of China’s oil imports have to pass
through the Malacca Strait which allegedly falls within the US navy’s sphere
of influence.? However, the alternative sea-lane route was more unstable and
costlier (Andrews-Speed and Dannreuther 2011; Zhao 2011b). Currently,
Beijing is employing three strategies to mitigate the ‘Malacca Dilemma’.?
First, it launches a ‘charm offensive’ to promote interdependence with the
Association of Southeast Asian Nations (ASEAN) countries (see Andrews-
Speed and Dannreuther 2011, 141). Any disruption to the oil transportation
will also lead to economic ramifications for China’s partners (see Keohane
and Nye 2012). Second, it builds a blue-water navy to protect sea-lane
communications from external threats. Third, it develops alternative

2 Some media sources suggest that about 80 per cent of Chinas oil import travels through the
Malacca Strait (Chen and Aung Hla Tun 2016; Fang and Feng 2017).

3 The issue of the ‘Malacca Dilemma’ was first put forward by Chinese President Hu Jintao at the
Central Economic Work Conference in 2003 (Andrews-Speed and Dannreuther 2011, 139-40).
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energy transportation routes to bypass the Malacca Strait. It reportedly
uses ports in Pakistan, Sri Lanka, Bangladesh and Myanmar to increase
its economic, and possibly military, presence in the region. The plan is
commonly dubbed as ‘string of pearls’ by the West (Kardon and Leutert
2022). Pipelines,* including the China—Myanmar pipelines, could transmit
crude oil to China’s western regions. Beyond security considerations, the
China—Myanmar pipelines are expected to achieve several geoeconomic
and geopolitical goals. On the economic front, the project shortens the oil
transportation from the Middle East to China’s south-western region by
roughly 3,000 km (Li and Song 2018). The transportation cost for crude
oil is thus decreased. Moreover, access to energy can promote economic
development in China’s landlocked region and ease China’s regional income
disparity (Steinberg and Fan 2012) (see Figure 5.1). On the political front,
energy experts anticipate that the pipeline project also serves as a strategic
tool to extend China’s influence over its neighbour (see Dannreuther 2011;
see also Zhao 2011Db).

The China—Myanmar oil pipeline was advocated by three Chinese
scholars, Li Chengyang, Qu Jianwen and Wu Lei of the School of
International Relations, Yunnan University, in 2004 (Kong 2010, 58).
China’s National Development and Reform Commission of the State
Council approved the initiative two years later (Perlez 2006). In 2008, the
oil pipeline plan was upgraded to a dual oil and gas pipeline project after
the China National Petroleum Corporation (CNPC) reached an agreement
with a Daewoo International-led consortium® to buy natural gas from two
offshore blocks, Shwe and Shwe Phyu fields in Block A-1 and Mya field in
Block A-3, for 30 years (China National Petroleum Corporation 2015).
Owing to the name of the gas fields, the pipelines are commonly known as
Shwe Pipelines.

4 Other cross-border oil and gas pipelines include the China—East Siberia gas pipeline, the China—
Kazakhstan oil pipeline and the China—Turkmenistan gas pipeline. The China—Pakistan oil and gas
pipeline project, part of the China—Pakistan Economic Corridor, is under planning.

5  Korean conglomerate Daewoo International controls a 51 per cent stake in the two gas fields. Korea
Gas Corp. has an 8.5 per cent stake. The two Indian companies —- ONGC Videsh Ltd and GAIL — hold
17 per cent and 8.5 per cent. The remaining 15 per cent is shared by Myanmar Oil and Gas Enterprise
(MOGE) (Bangkok Post 2013).
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Figure 5.1: Sea-lane transportation and the new resource corridor

through Myanmar.

Source: Congressional Research Service (2018).

Table 5.1: Basic information about the China-Myanmar oil and gas

pipeline project.

Oil pipeline

Gas pipeline

Name of the joint
venture

Southeast Asia Oil Pipeline
Co. (SEAOP)

Southeast Asia Gas Pipeline
Co. (SEAGP)

Contract signed

June 2010

June 2010

Ownership structure

CNPC (50.9%) and
Myanmar Oil and Gas
Enterprise (MOGE) (49.1%)

CNPC (50.9%); Daewoo (25%);
ONGC Videsh Ltd. (8.3%);
MOGE (7.4%); GAIL India (4.2%)
and Korean Gas Co. (4.2%)

Route and length

Myanmar’s Rakhine State -
China’s Chongging

771km (total length:

Myanmar’s Rakhine State
-China’s Guangxi Zhuang
Autonomous Region

perannum

2,401 km) 793 km (total length: 2,520 km)
Construction cost USD 1.5 billion USD 1.04 billion
(estimate)
Capacity 22 million tonnes of oil 12 billion cubic metres

of natural gas per annum
(20% of gas for Myanmar’s
domestic consumption)

Concession period

30 years

30 years

Status

construction completed in
May 2014; trial operation in
January 2015; transmission
began in April 2017

construction completed
in July 2013; full operation
in October 2013

Source: Author’s summary.
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The cooperative agreements were constantly signed with the presence of
the top leaders of both countries.® The shareholder agreements of the oil
pipeline and the gas pipeline were concluded in early June 2010 during
Chinese Premier Wen Jiabao’s visit to Myanmar (China National Petroleum
Corporation 2015). CNPC subsequently announced the establishment of
the Southeast Asia Oil Pipeline Corporation (SEAOP) and the Southeast
Asia Gas Pipeline Corporation (SEAGP). Both joint ventures were registered
in Hong Kong. For SEAOP, CNPC and state-owned Myanmar Oil and Gas
Enterprise (MOGE) hold 50.9 per cent and 49.1 per cent stakes respectively
(see Figure 5.2). For SEAGP, CNPC controls a 50.9 per cent stake, while
Daewoo International (South Korea), ONGC Videsh Ltd. (India), MOGE,
GAIL India, and Korean Gas Co. hold 25 per cent, 8.3 per cent, 7.4 per
cent, 4.2 per cent and 4.2 per cent respectively (Myanmar—China Pipeline
Watch Committee 2016) (see Figure 5.3). This study notes that SEAOP and
SEAGP comprise companies of different nationalities. Given that CNPC
controls both SEAOP and SEAGP, this chapter uses CNPC to represent the

two consortiumes.

Figure 5.2: Share distribution of the oil pipeline project.
Source: Author’s depiction.

6 On 16 June 2009, a memorandum of understanding (MOU) for the oil pipeline project was signed
between China National Petroleum Corporation (CNPC) and Myanmar’s Ministry of Energy, witnessed
by Myanmar’s second-highest-ranking leader Vice Senior-General Maung Aye and then Chinese Vice-
President (current President) Xi Jinping in Beijing (China National Petroleum Corporation 2009a).
Another agreement that stipulated the rights and obligations of sharcholders in the oil pipeline project
was concluded during Xi Jinping’s trip to Myanmar in December 2009 (China National Petroleum
Corporation 2009b). Negotiations for the gas pipeline that would transport natural gas from Myanmar’s
offshore gas field have been more complex as the project involved multiple stakeholders.
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Figure 5.3: Share distribution of the gas pipeline project.
Source: Author’s depiction.

According to the shareholder agreements, CNPC takes the helm of
the project, from design to construction, operation and maintenance of the
oil and gas pipelines (China National Petroleum Corporation 2010). The
construction of the oil and gas pipelines began in June and September 2010
respectively. The transboundary oil pipeline is 2,401 km long, of which
771 km is laid in Myanmar. It could transmit 22 million tonnes of oil per
annum to China. Meanwhile, the gas pipeline has a length of 2,520 km, of
which 793 km is located in Myanmar. It is expected to deliver 12 billion cubic
metres of gas per annum to China (China National Petroleum Corporation
2015). By and large, the pipelines run parallel to each other. The natural gas
is transported through underwater pipelines from the offshore gas fields in
the Bay of Bengal to an onshore gas terminal in the port city Kyaukphyu,
Rakhine State. It then joins the oil pipeline that starts from Maday Island,
Rakhine State. The two pipelines continue going north-east and passing
through Magway Division, Mandalay Division and Shan State. They enter
China’s border through Ruili, Yunnan province. After crossing Yunnan
province, both pipelines continue going inland. In Guizhou Province, the
routes of the two pipelines diverge. The oil pipeline ends in Chongging, and
the gas pipeline stops in Guigang, Guangxi Zhuang Autonomous Region
(Pu2013) (see Figure 5.4). The construction cost of the oil and gas pipelines
was reported at USD 1.5 billion and USD 1.04 billion respectively.
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Figure 5.4: The route of China—Myanmar oil and gas pipelines.
Source: Author’s illustration.

In July 2013, the construction of the gas pipeline was completed. The full
operation started in October 2013 (Szep 2013; China National Petroleum
Corporation 2013). For the oil pipeline, Myanmar’s section was completed
in May 2014. The trial operation was launched in January 2015 (Xinhua
2015). The oil transmission only began after the new oil transport agreement
was signed in April 2017 during President Htin Kyaw’s visit to China
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(Myanmar News Agency 2017). Despite disputes over the transmission
fee and crude oil tariff, it belied the fact that the postponement of the oil
refinery construction in Yunnan province also contributed to the oil pipeline
operation delay (see Chen 2016).” Even though Naypyidaw attempted to
renegotiate the gains in the project, no new agreement was reached.

Controversy over the pipeline project

Large-scale mega developmental projects in ethnic areas trigger opposition
for multiple reasons, including human rights violations, environmental
degradation, a lack of revenue transparency and an impediment to economic
sanctions (see Simpson 2014; Yeophantong 2015). The amount of land
confiscated or temporarily confiscated for the construction of the pipelines
in Myanmar was not made public. According to the Myanmar—China
Pipeline Watch Committee’s (MCPWC) estimation, 6,500 acres of land
was confiscated for pipeline projects across the country (Aung Shin 2013;
interview: N10). Roughly 1,800 acres of agricultural land was destroyed in
Rakhine State alone (Thiri Shwesin Aung, Fischer, and Buchanan 2020).
MCPWC, along with other pipeline watchdogs, like SGM and T2ang
Students Youth Organization (TSYO), reported that farmers were coerced
into giving up their land to make way for the project. Affected farmers were
not well informed about whether they would lose their land permanently or
temporarily during the project construction. They also complained about
unfair compensation and money extortion from the authorities (Myanmar—
China Pipeline Watch Committee 2016; Shwe Gas Movement 2011; Taang
Students and Youth Organization 2012).

Livelihoods of farmers and fisherfolk deteriorated due to environmental
degradation — improper waste management in the project polluted the area,
which caused huge problems for farmland irrigation. Moreover, in the
rainy season, construction waste washed onto villagers’ farmland (Ta’ang
Students and Youth Organization 2012; Myanmar—China Pipeline Watch
Committee 2016). Rapid deforestation endangered the biodiversity in the
country. Communities that relied on natural resources in the forest were
worse off. Despite reforestation efforts, including large-scale plantations,
they could not restore the ecosystem in the affected regions (Thiri Shwesin

7 The refinery in Yunnan Province is a critical component of the oil pipeline project. It was scheduled
to be completed in 2015 but has been postponed several times because of street protests and stronger
legal enforcement of environmental standards by Chinese authorities (Chen 2016). The construction of

the refinery only finished in July 2016.
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Aung, Fischer, and Buchanan 2020). The fishing community in Rakhine
State was restricted approaching designated areas so as not to obstruct
the tankers’ operations (Gerin 2018). They also pointed out that the fish
yield had decreased significantly due to the construction of the oil refinery
on Maday Island and oil leakage damaging the coastal ecosystem (Shwe Gas
Movement 2011).

Arguably, employment opportunities and corporate social responsibility
(CSR) programs along the pipelines could gain local people’s support for the
project. At the peak of project construction, 6,000 people were employed
in Myanmar (Sun 2019). Rakhine villagers recalled that they could benefit
from short-term employment, but their daily wage was only MMK 3,000—
4,000 (USD 3-4)® (interviews: V15, V16). Some others complained that
they did not receive overtime payment for working during the Myanmar
New Year holidays (interview: N43). After completing the pipeline
construction, only 800 workers were hired. CSR was a social engagement
strategy to win local people’s support for the pipeline project. As of 2019, the
consortiums have committed USD 27 million to CSR programs in areas of
infrastructure, healthcare, education and disaster relief (Sun 2020b). These
efforts were, however, overshadowed by business misconduct on the ground.
For example, inappropriate solid waste disposed by the company near a pier
used by the locals caused serious hygiene and safety problems on Maday
Island.” The company even discharged human waste on villagers’ farmland
in Kyaukphyu Township (Shwe Gas Movement 2011; interview: P05).

Furthermore, the military government neither disclosed the revenue from
the pipeline project'® nor revealed the budget allocation for public services.
A lack of revenue transparency prompted activists to suspect that resource
revenue would make the military junta richer and enhance the military
capability, which made people in the ethnic states more vulnerable (Shwe
Gas Movement 2009). Critics also blamed the mega project for prolonging
Myanmar’s dictatorship by undermining Western sanctions. Additionally,
to guarantee security for the project, more troops were deployed along the

8  This study sets the exchange rate of US dollar against Myanmar kyats as USD 1 = MMK 1,000 in
the period of 2011-2016. See footnote 12, Chapter 4.

9 My observations during the visit to Maday Island, Rakhine State in January 2016. Rubbish,
including broken glass, was scattered around the local people’s pier.

10 Myanmar took steps to apply for membership in the Extractive Industries Transparency Initiatives
in December 2012. EITI members are required to reveal their revenue from the oil, gas and mining
sectors (Extractive Industries Transparency Initiative 2012).
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pipelines in the ethnic states. CSOs attributed human rights violations,
including forced labour, to the rise of militarisation (Ta'ang Students and
Youth Organization 2012; Shwe Gas Movement 2011).

Transnational anti-pipeline campaign
and the two-level game

Transnational activism and political opportunities in the target state are
inversely correlated (Simpson 2014, 2013; Keck and Sikkink 1998). It is
an outcome of a combination of a closed domestic political structure and
an open international political structure (Keck and Sikkink 1998; see also
Sikkink 2005)."" Linkage among local opposition and external actors is
the prerequisite of any transnational movement. Transnational movements
in support of the domestic struggle in Myanmar were active amid the
military rule in the country. They were influential in offering moral,
political and economic pressure on the military junta. Even though external
assistance can narrow the power imbalance between powerholders and local
opponents, it can never substitute the domestic struggle. Local mobilisation
and public opinion are more critical sources of political pressure that can
promote domestic change (Knopf 1998). In fact, the scale and impact of
transnational activism for Myanmar have declined since 2011. This section
examines whether the transnational anti-pipeline movement could set off
renegotiations in the international agreements.

The transnational anti-pipeline campaign was part of the broader justice
and human rights movement (Simpson 2014, 2013). After waves of
political crackdown in the late 1980s and early 1990s, many activists fled
Myanmar. Some of them sustained their political activism abroad. The
robust development of the exiled community, or ‘activist diaspora’ depicted
by Adam Simpson (2013), could be attributed to the technical and financial
support from overseas human rights organisations (Tonkin 2014). Against
this background, SGM and AOW, both mainly comprising Rakhine
activists in exile, were the backbone of the transnational anti-pipeline
movement. The transnational movement against the China—Myanmar
pipelines was inspired by a similar transnational movement led by Earth

11 Margaret Keck and Kathryn Sikkink (1998) describe the ‘boomerang pattern’ of transnational
activism, where domestic opposition bypasses the home government and appeals to international allies
to exert pressure on the state.
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Rights International (ERI) that opposed the Yadana and Yetagun pipelines
(Yadana project) in the 1990s. The Yadana project transports natural gas
from Myanmar’s offshore fields to Thailand."? Backed then, ERI and local
activists documented gross human rights violations, including forced
labour, forced eviction, extrajudicial killing, rape and torture, triggered by
militarisation around the project area (Giannini et al. 2003)." Cross-border
groups began to resist the China—Myanmar pipelines as they anticipated the
project’s environmental and social impacts could mirror those of the Yadana
project.'* Starting from 2006, activists from SGM and AOW, accompanied
by local activists, visited Maday Island and Kyaukphyu, the starting point
of the oil pipeline and the gas pipeline respectively, to investigate potential
risks of the project.

Transnational movements aim to mobilise moral, political and material
pressure to narrow the power imbalance between the powerholder and
challengers in the target state. In the anti-pipeline transnational movement,
moral leverage did not seem to achieve much impact on the powerholders
under military rule. The investigative reports by SGM, AOW, ERI, TSYO
and other organisations communicated distressed victims grievances to the
international community. From 2006 to 2013, at least 10 reports on the
pipeline project were issued."” Before Myanmar’s political transition, activists
distributed the reports to local people during their covert visits to the pipeline-
affected community (interview: N45). However, the circulation of reports
inside the country was minimal.'® Around the same period, from 2005 to
2012, SGM held seven global action days that opposed the pipeline project.
On 1 March 2012, the seventh global action day, over 130 organisations

12 The project transports natural gas from Myanmar to Thailand by underwater pipelines and
underground pipelines that cut across Myanmar’s Tenasserim Division. It was a joint venture among
Unocal (the United States), Total (France) and PTT Exploration and Production (Thailand).

13 Earth Rights International (ERI)’s international legal campaign finally made Unocal and Total
settle the cases outside court by paying a huge amount of compensation to the affected communities
in 2005 (Holliday 2005). It is reported that Unocal ended the lawsuits by paying USD 30 million in
March 2005. Meanwhile, Total settled the case outside court by compensating the plaintiffs in the sum
of USD 6 million in the same year (Simpson 2014).

14 Soon after the discovery of Shwe Gas by the Daewoo-led consortium in 2003, ERI issued a report
called Another Yadana: The Shwe Natural Gas Pipeline Project (Myanmar—Bangladesh—India) in 2004.
ERI urged Daewoo to suspend the investment until Myanmar became a democratic country to avoid
the human rights violations caused by its business activities (Earth Rights International 2004). At that
time, CNPC and the Chinese Government were not yet the campaign’s target.

15 These publications were usually produced with the help of cross-border groups, from background
research to report writing (interview: N44).

16  The reports were uploaded online, but the websites could not be accessed in Myanmar before

September 2011 (Simpson 2014, 177).
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from more than 20 countries, including Thailand, India, Bangladesh,
Japan and the United Kingdom, took action to demand President Thein
Sein shelve the controversial project (Shwe Gas Movement 2012b). The
transitional government was supposed to quest for legitimacy. The Thein
Sein administration did not consider foreign criticism a legitimate challenge
to its reforms. Also, moral pressure from overseas NGOs did not seem
to yield any impacts on CNPC, which shunned human rights criticism.
Furthermore, the anti-pipeline transnational movement did not appear to
strengthen the political leverage of the domestic movements in Myanmar.
Clandestine communication and cooperation between exiled activists and
local informants bore high political risks in a repressive political environment.
For example, 11 people associated with SGM and AOW were sentenced to
six years’ imprisonment for contacting unlawful organisations and crossing
borders illegally in 2009 (Simpson 2014). Domestic resistance to the
pipelines under the military regime was relatively weak. Consequentially,
litcle political leverage could be obtained by the anti-pipeline movement. In
the post-military era, contacts between overseas and local activists remained
infrequent. Transnational groups did not prioritise local organisations in
their work. Additionally, the organisers did not attempt to exert material
pressure on Naypyidaw or Beijing to diminish their prospective gains in
the project. On the one hand, the US-led economic sanctions on Myanmar
were already in place. On the other hand, Beijing and CNPC were too
powerful economically and politically. Imposing economic punishment on
Naypyidaw and the Chinese investor did not seem to be a viable strategy.

International human rights campaigns for Myanmar yielded some positive
outcomes. For example, the transnational campaign against the Yadana
project effectively held the investors accountable by exercising material
leverage in the home countries (Simpson 2014). Transnational organisations
also fostered a human rights movement by organising training to develop
community leaders’ campaign skills. This was important to generate political
leverage to push for social and political change (interview: N46). However,
the transnational movement against the China—Myanmar pipelines that
focused on the ‘mobilisation of shame’ (Keck and Sikkink 1998) had
little influence on Naypyidaw and Beijing. A decrease in authoritarianism
in Myanmar encouraged local people to stand up for their rights. Local
activism revealed the discrepancies between international actors’ campaign
objectives and the domestic audience’s concerns over the pipelines. The
transnational movement gradually faded out when impacted communities
could speak for themselves.

153



154

DEFYING BEIJING

Table 5.2: Chronology of the China—Myanmar pipelines controversy.

Signing of the agreement

Jun 2010

The signing of the pipeline agreements.

Jun 2010

Commencement of the oil pipeline construction.

Sep 2010

Commencement of the gas pipeline construction.

Anti-pipeline campaign

27 Sep 2011

Rakhine Nationalities Development Party lawmaker
raised a question on resource-sharing in the Hluttaw
(legislature).

19 Nov 2011

The establishment of the Action Committee for 24-Hour
Electricity in Rakhine State.

Jan 2011-Apr 2011

The launch of a T-shirt campaign in Rakhine State.

9 Jan 2012 Naypyidaw issued an energy plan for Rakhine State.

Mar 2012 CNPC made donation for power line construction in
Rakhine State.

18 Apr 2013 A mass protest on Maday Island, Rakhine State.

19-20 Apr 2013 The arrest of community leaders on Maday Island.

10 May 2013 CNPC announced the CSR programs along the pipelines.

July 2013 The construction of the gas pipeline completed.

Resource-sharing campaign

Aug 2013 The launch of the signature campaign for electricity
supply in Rakhine State.
30 Sep 2013 A 3,000-strong protest in Rambree, Rakhine State was

organised.

Completion of the construction of the pipelines

29 Jul 2013 The opening ceremony of the gas pipeline.

Oct 2013 The full operation of the gas pipeline project.

May 2014 The completion of the oil pipeline construction.

2015 Naypyidaw demanded renegotiation of tax and other
charges in the oil pipeline.

Jan 2015 The trial operation of the oil pipeline.

April 2017 The oil pipeline agreement was finalised and operation

began.

Source: Author’s summary.
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Campaign amid the pipeline construction
period (September 2011 - July 2013)

Under the Thein Sein administration, the political space in Myanmar was
widening. A combination of structural strain resulting from the pipelines
and an increase in political opportunities should have facilitated an anti-
pipeline movement to grow (see Tilly 1978; Tarrow 2011). Nonetheless,
social resistance to the project was feeble throughout the pipeline
construction period. After political control was relaxed, exiled dissidents
were welcomed back to the country (Ba Kaung 2011a). The selection of
office locations signified that the cross-border organisations prioritised
advocacy over organising. For example, SGM was headquartered in Yangon
when it returned to the country in 2012. Likewise, AOW set up its office
in Sittwe, the capital city in Rakhine State, in 2013. Although local activists
appreciated the technical assistance and information shared by CSOs, they
mostly counted on themselves in community organising (interviews: V15,
V17). In Rakhine State, community members did not aim to overturn
the project but demanded more benefits. Local protests that did not
resonate with the state or national population only produced a low level
of audience costs.

Rakhine’s natural resource-sharing campaign

The nature of protestors’ demands could explain the maintenance of the
status quo of the project in the pipeline project. The leading opposition
party in Rakhine State, Rakhine Nationalities Development Party (RNDP)
(later restructured as the Arakan National Party, ANP)," did not aim to
disrupt the BRI project. It recognised local people’s grievances, for instance,
job opportunities were filled by Chinese workers and villagers’ farmland was
contaminated by construction waste (interviews: P05, P25, P26). However,
the ethnic party’s primary concern was the distribution of gains between
Naypyidaw and Rakhine State in the pipeline project. To them, Naypyidaw
unjustly extracted natural resources for Burman’s development at the

Rakhine people’s expense. RNDP politicians complained that their ethnic

17 The Rakhine Nationalities Development Party (RNDP) was the most influential opposition party
in Rakhine State. In the 2010 general elections, the RNDP contested 44 parliamentary seats and won
35 of them. In early 2014, it merged with the Arakan League for Democracy (ALD) to form the Arakan
National Party (ANP). In the 2015 general elections, the ANP won 22 out of 44 seats. However, the
ALD officially split from the ANP in July 2017 (Ei Ei Toe Lwin and Nyan Lynn Aung 2017).
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state was one of the poorest regions in the country. They welcomed foreign
investments, including Chinese investments, that could enhance economic
development in Rakhine State (interview: P25). That said, RNDP framed
the contention in the BRI project as a conflict between the periphery
and the centre.

The electricity access campaign in Rakhine State was initiated by SGM
and AOW (interviews: N45, N47). The energy supply in Rakhine State
was unstable and expensive. In 2011, a unit of electricity cost around
MMK 400-600 (USD 0.4-0.6), which was supplied by a private company
or generated from diesel generators, was over 10 times the rate in central
Myanmar (Narinjara 2011b)."® Consequentially, this energy shortage
hampered economic development in the region (interview: N48). SGM’s
coordinator Wong Aung, therefore, advocated that all the natural gas should
be retained for the Rakhine people (Shwe Gas Movement 2012a). In this
regard, SGM viewed the resource-sharing campaign as a means to stop the
pipeline project, but the RNDP took the resource-sharing demand as an
end in itself. At the beginning, the means and the end of the anti-pipeline
campaign were ambiguous. The division only became apparent upon the
completion of the gas pipeline construction in July 2013.

The campaign was prompted by the government’s refusal to share natural
gas with Rakhine State. On 27 September 2011, Ba Shein, RNDP Member
of Parliament (MP) of the Pyithu Hluttaw (House of Representatives),
submitted a question to the Ministry of Energy and demanded a share
of natural gas for his constituency in Kyaukphyu. The Ministry rejected
his demand and stated that the gas would be exported to China through
the pipeline as the bilateral agreement prescribed (New Light of Myanmar
2011b, 7). Frustrated by the government’s response, the Action Committee
for 24-Hour Electricity was formed in Rakhine State in November 2011.
The RNDP was the campaign coordinator (Narinjara 2011a). Soon after,
the electricity access campaign scaled up into a state-wide movement. From
January to April 2012, young activists affiliated with Rakkha Abluntan (Ray
of Arakan) wore T-shirts with the campaign message ‘Our Gas, Our Future’
in different townships in Rakhine State. In line with the advocacy of SGM
and AOW, they demanded that natural gas tapped from Rakhine State

18  Each unit of electricity cost only MMK 28-50 (USD 0.03-0.05) in central Myanmar in 2011
(Narinjara 2011b).
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not be exported to China unless local people had full access to electricity.
In each T-shirt campaign, 50-250 people turned out (Shwe Gas Movement
2012a; Narinjara 2012).

Worrying that Rakhine State’s call for electricity access might destabilise
the pipeline implementation, Naypyidaw quickly accommodated the
Rakhine people’s demand to deflate tensions in the ethnic state. In early
January 2012, the Ministry of Electric Power No. 2, which was in charge of
electricity supply generated from oil and gas, announced a plan to extend
the national electricity grid to Rakhine State in the fiscal year 2012-2013.
It also vowed to electrify townships in Rakhine State, like Toungup, Ann
and Kyaukphyu, by 2014 (Juliet Shwe Gaung 2012). Later on, Naypyidaw
also promised that natural gas would be reserved for domestic economic
development in future contracts signed by the Thein Sein administration
(New Light of Myanmar 2012b, 6).

Opposition to pipelines largely cooled down in Rakhine cities in the second
half of 2012. Nevertheless, an anti-pipeline protest on Maday Island in
April 2013 reignited concern over the pipeline controversy. Villagers who
used to be self-sufficient through fishing lost their livelihoods because of the
oil pipeline project. Their petition to the MOGE and CNPC was ignored
(interview: V16)." On 19 April, 400 villagers, mostly dressed in anti-CNPC
T-shirts, marched to the Chinese investor’s office (interview: V15).2° When
they went closer to CNPC’s compound, everyone became more emotional.
Their chanting of ‘CNPC, Get Out!’ became louder (interviews: V18,
V19). On the following day of the protest, 10 community leaders were
prosecuted for organising an unauthorised protest. In solidarity with the
arrested protest leaders, about 600 villagers staged a demonstration in front
of the Kyaukphyu court during the trial in May 2013 (Narinjara 2013a).
The arrest of Maday Island protesters indicated Naypyidaw’s preference for
project continuation. Besides repression, Naypyidaw also worked to gain
local people’s support for the project. In response to the Rakhine people’s
pushback, it agreed to distribute 20 million cubic feet of natural gas
(or 20 per cent of the natural gas shared by Myanmar under the contract)
to the ethnic state per day during the gas pipeline opening ceremony in

19  From January to April 2013, the Maday Island Development Association organised monthly
meetings to discuss how to react to the pipeline project that destroyed their livelihoods. In each meeting,
200-300 villagers showed up (interview: V16).

20 The number of protesters estimated by interviewees ranged from 400 to 800. Figures reported by
the media also varied.
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July 2013 (New Light of Myanmar 2013, 16).”! The remainder of the
natural gas shared by the country would go to central Myanmar. Shan State,
however, did not share the quota of natural gas. It appears that the domestic
redistribution of natural gas corresponded to Naypyidaw’s perception of the
source of threats to the project.

Anti-pipeline mobilisation outside Rakhine State

Throughout the Thein Sein administration, the leading opposition forces
in the country were lukewarm about the pipeline controversy. Both
88 Generation and the NLD slammed Naypyidaw for compromising
transparency in foreign investment projects (interview: NO7), but their
stance was not translated into any actions. In central Myanmar, a new
alliance MCPWC,* headquartered in Mandalay, was formed in October
2012. At that time, it was reported that the construction of the pipelines
was 80 per cent finished (Nyein Nyein 2012d). The first statement issued
by MCPWC urged Naypyidaw to shelve the project until the social and
environmental problems caused by the pipelines had been rectified. The
coalition quickly adopted a more pragmatic approach to monitoring the
post-pipeline construction impacts on local communities (interview:
N49). Although MCPWC claimed that it had partner organisations in all
21 townships along the pipelines, it did not organise collective actions in
2012-2013. Public mobilisation concerning the pipeline project in Yangon
or Mandalay was somewhat limited.

Anti-pipeline sentiments were less prevailing in Shan State. While the
Rakhine MP demanded a sharing of gas resources in September 2011,
a Shan MP made a similar request in the ethnic state parliament in June
2017. He asked for 5 per cent of the gas revenue to be shared only with
the ethnic state for the environmental and social wellbeing of the ethnic
people undermined by the project (Htet Naing Zaw 2017). Before the
completion of the pipeline construction, only sporadic collective actions
were reported in Shan State. In December 2012, 300 farmers in Hsipaw

21 It is reported that 100 million cubic feet of natural gas, about 20 per cent of the gas transported
through the pipeline to China, would be reserved for Myanmar’s daily use. While 20 million cubic
feet of gas would be sent to Kyaukphyu per day, 23 million cubic feet would be sent to Yenangyoung,
Magway Division. The remaining 57 million cubic feet would be transported to Taungtha, Mandalay
Division (New Light of Myanmar 2013, 16).

22 Asof mid-2015, the Myanmar—China Pipeline Watch Committee (MCPWC) had 38 organisation
members, including community-based organisations in the 21 townships affected by the pipeline project

(interview: N49).



5. CHINA-MYANMAR PIPELINES

Township gathered at a prayer meeting to express their worries about the
safety of the pipelines (North Shan Farmers Committee 2013). Opposition
in Magway Division was somewhat moderate. Two protests broke out in
Ngaphe Township in July 2013. Farmers demanded fair compensation as
the pipelines passed through the community forest and villagers” farmland.
The turnout of the protests was 30 and 80 respectively (Khin Su Wai 2013;
interview: N50). These local protests attracted little media attention.

Movement in the post-pipeline construction
period (August 2013 - April 2017)

The opening ceremony of the gas pipeline in late July 2013 (New Light of
Myanmar 2013, 16) marked a watershed in the anti-pipeline campaign.
Activists conceded it was impossible to stop the project. The anti-
pipeline campaign was reoriented to three directions — politicians and
activists’ resource-sharing campaign in Rakhine State, villagers’ protests
for compensation around the project sites and CSOs" post-construction
monitoring in central Myanmar. Despite a more vibrant mobilisation
concerning the pipelines in 2013-2017, Naypyidaw failed to capitalise on
the opposition to demand contract renegotiation. RNDP’s resource-sharing
demands did not seck to derail the BRI project. The Rakhine leading
opposition party’s position on the pipelines exerted tangible pressure on
Naypyidaw. Meanwhile, villagers™ protests were highly localised. Statements
by pipeline watchdogs were not accompanied by actions. Therefore, Beijing
comprehended that the heart of the conflict was the distribution of gains
in the pipeline project between Naypyidaw and Rakhine State and thus
refused to offer concessions to its counterpart.

The Rakhine’s electricity access campaign was well-organised and successful.
After obtaining 20 per cent of the country’s natural gas in the project,
RNDP continued advocating for economic development for Rakhine State
in the post-pipeline construction period. The Committee for Obtaining
the Benefits of Rakhine Resources was formed with the support of other
Rakhine CSOs (interviews: N51, N52). A state-wide signature campaign
was launched to demand constant electricity supply and budget increase
(interview: P25). RNDP leaders delivered literary talks in different
townships to promote the cause. One leader recalled that she delivered at
least 10 talks in 2013-2015 (interview: P26). Other party members collect
signatures through door-to-door visits. About 300,000 people signed the
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petition (interviews: P27, P28, P29). The Rakhine people also took to the
streets to amplify their voice. The biggest demonstration was reported in
Rambree Township where 3,000 people staged a protest on 30 September
2013 (Narinjara 2013b). In response, Naypyidaw accelerated the extension
of the national electricity grid to Rakhine State. The cost of electricity was
reduced to MMK 35 (USD 0.035) per unit in 2014 from MMK 400-600
(USD 0.4-0.6) in 2011 (Narinjara 2014).

Impacted communities staged local protests occasionally following the
completion of pipeline construction. During the pipeline construction
period, most villagers called for crop compensation for farmers due to
mud pollution caused by the pipeline construction (interviews: N53,
V20).2 Meanwhile, some also demanded more economic and social
benefits (interviews: N49, N54, V17). The project that spanned across the
country prompted tremendous challenges in organising villagers. With the
exception of Maday Island and Kyaukphyu Township, most of the villagers
lost around one acre of land. Villagers not directly affected by the project
might not welcome the project but had less incentive to take political risks
to support their fellow villagers who were worse off. Communicating and
gathering discontented villagers who scattered in different townships was
challenging. From July 2013 onwards, most of the protests took place in
Rakhine State. The scale of the actions was usually limited to 100-200
villagers. The media often omitted those protests (interviews: N55, V17).
Anti-pipeline protests rarely occurred along the pipelines. In Magway
Division, approximately 180 villagers staged a protest in August 2014. Two
photo exhibitions supported by Badeidha Moe were organised in Yangon
and Magway Division. The turnout in these awareness-raising activities
was modest. In Shan State, local people conveyed their grievances through
a petition. Roughly 3,000 local farmers participated in TSYO’s signature
campaign in July—August 2013 (Shan Herald Agency for News 2013).

MCPW(C primarily focused on social and environmental compliances along
the pipelines. Activists affiliated with MCPWC demanded transparency in
the pipeline project and fair remedies for the villagers. They argued that the
campaign could motivate other foreign investors to improve their business
practices (interviews: N21, N24, N49). In other words, MCPWC did not
seek to change the status quo of the project. In January 2016, it issued
a report documenting impacted communities’ grievances, including land

23 The rainy season usually intensified conflict between farmers and CNPC because it was the time
when construction waste contaminated farmland through rainwater.
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confiscation, compensation disputes and environmental degradation in
different divisions and states along the pipelines.* CNPC’s representatives
attended the report launch to defend the project. Compared to the Myitsone
dam and the Letpadaung copper mine, the China—Myanmar pipelines did
not attract much attention. An activist lamented that once the pipelines
were laid underground, the issues became ‘out of sight, out of mind’
(interview: N44).

The project did not enter into operation upon the completion of the
pipeline construction. The media found that Naypyidaw attempted to
renegotiate the taxation and other charges in the oil pipeline project with
Beijing, but the two sides reached an impasse (Aung Shin 2015). The oil
and gas pipelines are the most strategic BRI project in Myanmar. It is
reasonable to expect that Beijing would accommodate Naypyidaw’s request
to ensure smooth project implementation. Beijing, however, stood firm and
demanded that Naypyidaw comply with the initial agreement. The short
delay in the oil pipeline operation could be attributed to the postponement
of oil refinery construction in China. As such, it should not be counted as
a case of project disruption.

Measuring audience costs of the
anti-pipeline campaign

The level of audience costs incurred in maintaining the status quo of the
bilateral agreements would influence the two-level game renegotiations.
This chapter measures the audience costs generated by the anti-pipeline
movement in two phases: from the beginning of the Thein Sein
administration till the opening of the gas pipeline (April 2011 — July 2013),
and from the beginning of the gas pipeline’s operation to the beginning
of the oil pipeline’s operation (August 2013 — April 2017). The resource-
sharing campaign in Rakhine State was a well-organised social movement.
The campaign was prompted by profit-sharing between the ethnic state
and Naypyidaw did not intend to review the terms in the two pipeline
agreements. Hence, the resource-sharing campaign’s activities were
excluded from the domestic audience cost measurement. Tables 5.3 and 5.4
list the political mobilisation in the anti-pipeline movement before and

24 CSO Badei Dha Moe also conducted surveys to monitor the post-construction impacts of the
pipelines in 2013 and released their report the following year.
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after the launch of the gas pipeline. This chapter hinges on the audience
cost measurement introduced in Chapter 2 to calibrate the anti-pipeline
mobilisation with two dimensions — the number of participants and the
geographical scope of actions.

In the first phase of the anti-pipeline movement, most of the activities were
less confrontational and deemed acceptable by the authorities. In Rakhine
State, about 50 farmers in Kyaukphyu Township sent a petition to complain
about land confiscation in October 2011. In 2012, in the 24-hour electricity
access campaign, activists called for pipeline suspension before local people’s
energy needs were met. They put on campaign T-shirts and walked around
the cities. The Rakhine people who resided in Yangon organised a similar
action in March 2012. More contentious collective actions only emerged
in the first half of 2013. The first anti-pipeline demonstration was held on
Maday Island in April. A solidarity action was carried out the following
month to call for the release of the protest leaders. In Shan State, people
communicated their opposition to the pipelines through a religious meeting
in December 2012. In Magway Division, impacted farmers demanded land
compensation in two small-scale protestsin July 2013. Adding up the number
of participants from reported anti-pipeline activities, the turnout was about
3,260. Therefore, the small turnout with less than 5,000 participants scored
1 on the 3-point scale. In terms of the geographic scope of actions, most
of the activities took place in the states and divisions where the project
was located. At least one action took place in Yangon. However, collective
actions did not spread to other parts of the country beyond the project-
impacted areas and Yangon. Therefore, the regional mobilisation scored 2
on the 3-point scale. The value of political mobilisation was recorded at 2
(value of the number of participants x value of the geographical scope of

action) (see Table 5.5).

Table 5.3: The level of mobilisation in the first phase of the anti-pipeline
movement (April 2011 - July 2013).

Forms of mobilisation T-shirt campaigns, public meetings, protests and petition

Locations Mainly in Rakhine State, also in Mayway Division,
Shan State and Yangon
Estimated turnout About 3,260

Source: Data compiled by the author.
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Table 5.4: The level of mobilisation in the second phase of the anti-pipeline
movement (August 2013 - April 2017).

Forms of mobilisation Protests, photo exhibitions, report launch and petition

Locations Mainly in Rakhine State, also in Mayway Division,
Shan State and Yangon

Estimated turnout About 3,980

Source: Data compiled by the author.

Table 5.5: Political mobilisation and domestic audience costs in the
anti-pipeline movement (April 2011 - July 2013).

Value
Number of protesters 1
Geographical scope of action
Score for political mobilisation
Level of audience costs Low

Source: Author’s summary.

In the second phase of the anti-pipeline movement, more CSOs supported
impacted villagers. Nonetheless, sporadic and parochial actions were
organised, but most of the actions were confined to Rakhine State. Protests
rarely emerged in other states and divisions. Like the first phase of the
movement, the Shan people refrained from expressing their grievances
through contentious actions. A petition was sent to the President in 2013.
The MCPWC’s report launch in 2016 was one of the few actions held in
Yangon. Adding up the number of participants from reported anti-pipeline
activities, the turnout was about 3,980. Therefore, the small turnout, with
less than 5,000 participants, scored 1 on the 3-point scale. In terms of the
geographical scope of actions, almost all the actions took place along the
pipelines — in Rakhine State, Magway Division and Shan State. Only a few
actions were held in Yangon. Therefore, the regional mobilisation scored
2 on the 3-point scale. The value of political mobilisation was recorded
at 2 (value of the number of participants x value of the geographical scope
of action) (see Table 5.6). This study argues that political mobilisation and
audience costs are correlated, even though they are not identical. A low level
of political mobilisation could only generate a low level of audience costs for
project continuation (see Figure 5.5).
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Table 5.6: Political mobilisation and domestic audience costs in the
anti-pipeline movement (August 2013 - April 2017).

Value
Number of protesters 1
Geographical scope of action
Score for political mobilisation
Level of audience costs Low

Source: Author’s summary.
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Figure 5.5: The level of audience costs incurred in continuing the

pipeline project.
Note: AC: audience costs
Source: Author’s depiction.
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Analysis: Audience cost mechanism in the
pipeline case

The level of audience costs is an independent variable that could activate the
two-level game and open opportunities for agreement renegotiations. A low
level of domestic audience costs incurred from implementing the pipeline
project did not put much pressure on Naypyidaw in bilateral cooperation.
Naypyidaw did not face an audience cost dilemma in the pipeline project’s
implementation. Even though Naypyidaw attempted to renegotiate the
transmission fee of the oil pipeline with Beijing, the latter stood firm. The
pipeline contracts were signed in 2010, and Beijing expected its counterpart
to fulfil international obligations. Without formidable domestic constraints
that barred Naypyidaw from implementing the projects, Beijing would not
have incentives to revisit the agreements.

Table 5.7: Audience cost mechanism in the anti-pipeline campaign.

Assessment Observations
Audience phase 1 (Mar 2011- low level of political mobilisation in
costs Jul 2013): low the anti-pipeline activities (number of

participants: low; geographical scope

of action: regional); and

opposition parties’ reaction: Aung San
Suu Kyi and the NLD did not make any
comment on the project; RNDP demanded
resource-sharing.

phase 2 (Aug 2013 - low level of political mobilisation in
Apr 2017): low the anti-pipeline activities (number of
participants: low; geographical scope
of action: regional); and

opposition party’s reaction: RNDP did

not oppose to the project but demanded
benefit-sharing with Naypyidaw.

Naypyidaw’s | contract renegotiation | accommodation: resource-sharing with
preference Rakhine State; and protest management:
moderate repression.

Beijing’s dismissal of domestic concessions: refusal to renegotiate
perception constraints in Myanmar | contract terms; and public diplomacy:
limited, focused on Rakhine State.

Project maintenance of the status quo of the project. The operation of the
outcome gas pipeline and the oil pipeline began in July 2013 and April 2017
respectively.

Source: Author’s summary.
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A low level of domestic audience costs in the
anti-pipeline campaign

The transnational anti-pipeline campaign was launched in the late 2010s.
Local actions emerged in Rakhine State with the support of cross-border
CSOs, like AOW and SGM, when the political transition began in 2011.
Notwithstanding strong mobilisation in Rakhine State in the resource-
sharing campaign, the purpose of the movement sought to extract more
benefits from Naypyidaw in the project. The turnout of the anti-pipeline
activities was low and concentrated in Rakhine State throughout the
Thein Sein administration. In the first phase of the movement, impacted
communities protested to demand land and crop compensation. Most of
the protests took place on Maday Island and Kyaukphyu. Outside Rakhine
State, not much reaction from other parts of the country was reported. The
completion of the gas pipeline construction marked the second phase of
the anti-pipeline movement. Major pipeline watchdogs shifted attention
to social and environmental non-compliances in the projects. Stalling the
pipelines was not their agenda. Furthermore, there was no influential ally
backing the anti-pipeline movement. The NLD and 88 Generation did not
intervene into the controversy. A low level of domestic audience costs could
not challenge the status quo of the project.

Naypyidaw’s preference over project continuation

Naypyidaw’s preference for the project’s continuation was observed by its
energy policy’s adjustment in Rakhine State. The anti-pipeline contention
was partially rooted in the disproportionately high electricity rate in Rakhine
State. Naypyidaw initially refused RNDP’s demand to share natural gas
with the ethnic state. It softened its stance and distributed 20 million cubic
feet of natural gas tapped from the Shwe gas fields to Rakhine State in
the wake of mounting local contention. The fact that Shan State did not
benefit from the share of natural gas implied that Naypyidaw’s concession
was a direct response to social resistance on the ground. Naypyidaw’s protest
management also indicated its preference regarding the project continuation.
In April 2013, community leaders on Maday Island were prosecuted for
organising unauthorised protests. The denial of protest permits and the
imprisonment of leaders exhibited Naypyidaw’s willingness to contain
domestic audience costs in the controversy. The mixed approaches to the
Rakhine people’s demands reaffirmed Naypyidaw’s commitment to the
project implementation.
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In spite of the intention to renegotiate gains in the oil pipeline with
Beijing, Naypyidaw refrained from making any public statement. The quiet
negotiations showed that Naypyidaw avoided provoking nationalism that
could increase domestic audience costs in the controversy. The opposition
parties helped to signal public opinion on the BRI agreements. The RNDP
mainly cared about how the Rakhine people could benefit from the project.
Meanwhile, the NLD did not include the pipeline implementation on its
agenda even though the project passed through central Myanmar. Beijing
dismissed the request for gain renegotiations without visible domestic
pressure that might block Naypyidaw from honouring contractual duties.

Beijing’s refusal to redistribute gains
with Naypyidaw

The oil pipeline project connected to several strategic BRI projects in Rakhine
State. It is surprising that Beijing refused to offer concessions to Naypyidaw.
Beijing neither revised the contractual terms nor diplomatic approach.
This study contends that Beijing dismissed Naypyidaw’s constraints in
the transboundary pipelines. The domestic audience did not call for the
stall of the projects but demanded benefits from the Sino—Myanmar
cooperation. Both CNPC and the Chinese embassy reacted quickly when a
visible challenge to the pipelines surfaced. In the wake of Rakhine societal
actors demands for electricity access, CNPC-led consortiums donated
USD 10 million to construct power lines in Rakhine State which facilitated
local people’s access to electricity in March 2012. Later on, CNPC
promised that the consortiums would donate USD 2 million annually for
local development programs (Yu 2012a). Following the largest protest on
Maday Island, CNPC held a press conference in Yangon to present its CSR
achievements in May 2013. As of 2016, CNPC had supported 120 CSR
initiatives in Myanmar, including school renovation, donation to clinics
and aid delivery. There were 43, 41, 23 and 13 projects in Rakhine State,
Shan State, Mandalay Division and Magway Division respectively (China
National Petroleum Corporation 2017). Variations in donations for different
areas appeared to correspond to the level of opposition along the pipelines.
Conversely, CSO members, for instance, those affiliated with MCPWC,
complained that CNPC was reluctant to meet with them (interview: N56).
A few Myanmar-based Chinese state-owned enterprise (SOE) employees
explained a lack of communication between their companies and CSOs
as they did not believe that CSOs could represent local people’s interests
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(interview: C02). However, during the MCPWC report launch in 2016,
CNPC representatives were eager to present the company’s narratives to the
local media organisations at the CSO event.

Beijing’s engagement with the Rakhine stakeholders corresponded to
the level of resistance in the region. In May 2013, Chinese ambassador
to Myanmar Yang Houlan visited Maday Island (Embassy of the People’s
Republic of China in Myanmar 2013). The meeting took place after a few
hundred villagers organised an anti-pipeline rally. Meanwhile, Beijing has
regularly invited Rakhine opposition leaders to China at least once a year
since 2013 (interviews: P05, P25). Chinese investment projects in Myanmar
were always on the itineraries. Besides the pipelines, the Chinese host also
arranged for Rakhine opposition leaders to meet with CITIC, the Chinese
investor of the deep sea port and SEZ in Kyaukphyu. Although Rakhine
politicians brought up controversies about the pipeline in the meetings
in the tours, the Chinese organisers were more interested in seeking local
stakeholders’ support for the forthcoming BRI projects in Rakhine State
(interviews: P05, P30).

Alternative explanations for the
maintenance of the project status quo

The pipeline project was known as one of the controversial BRI projects
during Myanmar’s political transition. In the same period, Chinese SOEs
experienced setbacks in the Myitsone dam and the Letpadaung copper
mine. Even with the growing discontent with Chinese investments, there
was no major disruption to the pipelines. CSO leaders and Myanmar
pundits offered several propositions for the maintenance of the status quo
of the pipeline project, including Chinese strategic interests in the project,
the involvement of international investors, and the eruption of communal
conflict. These accounts enriched our understanding of the project but did
not adequately address Beijing’s responses to Naypyidaw’s gain redistribution
request.

Beijing’s stake in the project

Analysts posited that Beijing would not tolerate any interruption in the
transboundary pipelines that concerned its national energy security
(Simpson 2014; Sun 2012a). This study agrees that Beijing would not
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want the pipeline project to be derailed. Arguably, Beijing could have
offered concessions in exchange for oil pipeline operation. It, however,
rejected requests from the Thein Sein administration and the NLD-led
government to redistribute gains. In the absence of tangible political risks in
cooperation, Beijing insisted that the project should be implemented as had
been planned. Moreover, Beijing has not shifted its diplomatic approach
in the pipeline case. Rakhine politicians were invited to China a few times,
along with leaders from other ethnic parties. The pipeline case was not the
primary issue for discussion. CNPC stepped up CSR programs but a lack of
public engagement with impacted communities impeded its efforts to win
local people’s support for the project.

The pipeline project’s multinational profile

It is observed that CNPC attempted to frame the pipeline project as an
international undertaking to mitigate business risks (see Sun 2013; Li et al.
2021). Following the setbacks in the Myitsone dam and the Letpadaung
copper mine, anti-Chinese project sentiment had grown. CNPC often
reiterated that the pipeline project was international cooperation formed
by six companies from four countries (Southeast Asia Oil Pipeline Co. and
Southeast Asia Gas Pipeline Co. 2016). However, the transboundary pipeline
project was widely known as the most important BRI project in Myanmar.
CNPC’s leading role in the consortiums also made it hard to downplay the
Chinese character of the project. The gas pipeline began operation earlier
than the oil pipeline could be attributed to the multinationalities of the gas
pipeline. Renegotiations about transmission fee in the gas pipeline could
be more complicated with the involvement of multiple parties (see Raiffa
1982). It is plausible that Naypyidaw did not request any change in the gas
pipeline operation for this reason. By contrast, the oil pipeline only involved
CNPC and MOGE which should make negotiations less complicated. Both
the Thein Sein administration and the NLD-led government urged Beijing
to redistribute gains in the oil pipeline but failed. The implementation of
the project without tangible domestic obstacle remained a single-level game
during the political transition.

The outbreak of communal violence

A few CSO leaders blamed communal violence in Rakhine State in 2012,
and in Mandalay in 2014, for distracting public attention from the pipelines
(interviews: NO8, N27). In July 2012, the clash between Rohingya and
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Buddhists left 200 dead and thousands displaced in Rakhine State. Waves
of violent incidents continued in 2013 and 2014. In June 2014, the clash
between Muslims and Buddhists killed two and injured five in Mandalay
(Lipes 2014; BBC News 2014). Noting that society had been traumatised
by violent incidents, most of the organisations concerned with the pipeline
project did not directly involve in the investigation or reconciliation of the
sectarian violence. Also, in areas not affected by the clashes, for instance,
Magway Division and Shan State, little political mobilisation was observed
from 2012 to 2017. Furthermore, communal violence had not affected the
electricity access campaign. As such, communal violence was not a major
obstacle to anti-pipeline mobilisation. Beijing stood firm in the oil pipeline
as it was not convinced that Naypyidaw encountered domestic constraints
in project implementation.

Concluding remarks

The continuation of the pipelines refuted the state-centric argument that
US—China competition led to the derailment of BRI projects. The pipeline
case reaffirms domestic factors’ significance in shaping international
outcomes. A high domestic audience cost is a necessary factor to activate the
two-level game negotiations. Provided that the state-coordinated investment
did not face formidable challenges amid the political transition, Naypyidaw
was not trapped in an audience cost dilemma in project implementation.
Two conclusions can be drawn from this case study. First, the transnational
anti-pipeline movement had its contributions and limitations in the
implementation of the project. Cross-border organisations were successful
in raising the international community’s awareness of the BRI project, but
ineffective in building resistance to challenge the project. The transnational
movement emerged when political opportunities were closed in Myanmar.
It exposed human rights violations caused by the dual pipeline project.
However, the mobilisation of shame was not accompanied by additional
economic pressure on Naypyidaw. More importantly, the transnational
movement failed to probe divergent domestic demands in the pipeline
controversy. In Rakhine State, people’s grievances were rooted in economic
deprivation. Ethnic nationals demanded a fair share in the agreement
instead of calling for a stall of the project.
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Second, a high level of domestic audience costs was a prerequisite for
renegotiating a BRI agreement. Beijing ignored their counterpart’s request
for gain redistribution without visible domestic constraints that could
undermine Naypyidaw’s legitimacy. The popular state-wide resource-
sharing campaign in Rakhine State did not generate a bargaining advantage
for Naypyidaw. Beijing observed the electricity access campaign in Rakhine
State was a tug-of-war between the ethnic state and Naypyidaw. Opposition
to a domestic policy could not be translated into domestic audience costs
in a bilateral agreement’s implementation. Furthermore, a lack of an
influential ally, especially from central Myanmar, impeded the growth of the
anti-pipeline campaign. In the absence of significant political mobilisation
against the pipelines, Beijing pressured Naypyidaw to fulfil its contractual
obligations.

The implementation of the pipelines was connected to other prospective
BRI projects, namely, the Kunming—Kyaukphyu high-speed railway, which
would run parallel to the pipelines, and the Kyaukphyu deep sea port and
SEZ. CNPC’s business practices affected local people’s receptiveness to new
BRI projects. Nevertheless, whether new BRI projects could be implemented
successfully depends on the negotiations among impacted communities,
Naypyidaw and Beijing. The next chapter discusses the stability of BRI
projects under the Aung San Suu Kyi-led administration.
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Belt and Road Projects’
Implementation under the
Aung San Suu Kyi-Led
Government

The disruption to Belt and Road Initiative (BRI) projects in Myanmar
was embedded in the host country’s political reform. The changes in state—
society relations during the Thein Sein administration in March 2011 —
March 2016 set off the two-level game renegotiations of the Myitsone dam
and the Letpadaung copper mine. The transitional government that was
trapped in the audience cost dilemma defected from the signed agreements
involuntarily. The National League for Democracy’s (NLD) sweeping victory
in the 2015 elections marked Myanmar’s second phase of democratisation.
It was surprising that Sino-Myanmar economic cooperation was eroded
into a single-level game when Aung San Suu Kyi took office in April 2016
— January 2021. Beijing once worried that the Nobel Peace Prize laureate
would side with the West to balance against its regional interests. Aung San
Suu Kyi was barred from the presidency but was appointed as the State
Counsellor, the Minister for the President Office, and the Foreign Minister.'
Her unyielding presidential ambition in the constitutional amendment
movement displeased the Zatmadaw (Myanmar military) (see Ye Htut
2019). Setting aside the conflict in the constitutional change, the NLD-led

1 Aung San Suu Kyi was not eligible for the presidency as her children were foreign nationals.
However, she was recognised as the de facto leader in the country and held other important positions in
the government, namely the State Counsellor, the Foreign Minister, the Minister for President Office,
the Minister for Energy and Electric Power and the Minister for Education. She later relinquished the
last two positions in early April 2016.
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government’s actions increasingly aligned with the Zammadaw’s positions
(Huang 2020, 130), including foreign policy positions. Before taking office,
Aung San Suu Kyi declared that she was a pragmatic politician rather than
a human rights defender in 2013 (Democratic Voice of Burma 2013). Her
endorsement of the continuation of the Letpadaung copper mine in 2013
demonstrated how she valued Sino—-Myanmar relations. Upon assumption
of power, Aung San Suu Kyi reassured Beijing of her cooperative stance. With
a strong electoral madate, her government had more room for manoeuvre in
BRI cooperation with Beijing compared to the previous government (Jones
and Khin Ma Ma Myo 2021). Paradoxically, the NLD-led administration
intentionally excluded domestic actors in BRI negotiations with Beijing.

Contrary to the assumption that a more democratic government would be
more transparent, the Aung San Suu Kyi-led administration deliberatively
bypassed citizens in its governance. It attempted to curtail domestic
constraints in BRI cooperation. When handling the Myitsone dam
controversy and signing new BRI agreements with Beijing, her government
was reluctant to engage the domestic audience. In fact, the same top-down
administrative approach could be observed across domestic policy issues
(Huang 2020). In 2017, the Mon people staged mass protests against the
decision to name a new bridge after General Aung San as they perceived
the action as Burmanisation that reinforced domination of Burman culture
in ethnic states. The NLD-led administration refused to budge and doubled
down its efforts to erect more statues of the national hero in other ethnic
states (Barany 2018). Through the NLD-led administration, activists
campaigned for the amendment of the controversial Telecommunications
Law,” which was frequently used to prosecute and silence journalists and
critics. Worse still, roughly half of the at least 539 cases under this law were
filed by the NLD-led government (Kaung Hset Naing and Nachemson
2020). The NLD-led administration shunned these criticisms.

During the Aung San Suu Kyi-led administration, more BRI projects,
including the Kyaukphyu deep sea port, the Yangon new city and the cross-
border economic zones, were in the pipeline. The controversial China-
backed Hambantota port in Sri Lanka made Naypyidaw worry about
the risks of the debt trap. It subsequently demanded terms renegotiations
in the planned projects. The deep sea port was downsized in 2018. The
new city project, which was awarded to a Chinese state-owned enterprise

2 Article 66(d) of the Telecommunications Law prohibits online ‘defamation’. A possible two-year
prison term could be imposed.
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(SOE), was divided into smaller components to enable competition.
No formidable challenge from societal actors was formed to constrain the
Aung San Suu Kyi-led government’s policy options. Terms adjustments
in these projects were attributed to Naypyidaw’s cost-benefit analysis.
Additionally, the agreements were still under negotiation. Naypyidaw did
not have international obligations to implement the projects. Even if anti-
BRI project sentiment mounted in the course of negotiations, Naypyidaw
would not be bound by the audience cost dilemma. Nevertheless, Aung San
Suu Kyi could not evade the audience cost dilemma in the Myitsone dam
controversy that she inherited from the previous government. This study
argues that the well-respected leader was inclined to restart the project, but
the nationwide opposition conditioned her policy options. She attempted
to shift public opinion but to no avail.

This chapter examines changes and maintenance of BRI projects in
Myanmar under Aung San Suu Kyi’s leadership featuring the Kyaukphyu
deep sea port, the Yangon new city and the Myitsone dam. Before looking
into the selected cases, the second section reviews BRI cooperation between
Beijing and Naypyidaw under the NLD-led administration, and examines
the new government’s efforts to enhance FDI transparency. The third section
explains the downsizing and redistribution of shares in the Kyaukphyu
deep sea port. It is followed by adjustments in the Yangon new city project
which deemed to make the Chinese investor worse off. Next, the chapter
illustrates Aung San Suu Kyi’s audience cost dilemma in the Myitsone dam
dispute, which explains the deadlock in the project. The section before the
concluding remarks explores BRI projects’ stability in post-coup Myanmar.

BRI cooperation under the NLD-led
government

Similar to the Thein Sein administration, the NLD-led government
diversified its foreign relations. However, the new administration placed
special attention on relations with China, which shares a 2,200-km border
with Myanmar. First, the peace process and economic development were
among the top priorities of the civilian-led government.> Aung San Suu

3 According to the 2008 Constitution drafted by the military, a quarter of parliamentary seats were
reserved for the Tatmadaw. In addition, the 7atmadaw controlled the Ministry of Defence, the Ministry
of Border Affairs and the Ministry of Home Affairs.
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Kyi noted that Beijing’s assistance would be critical in both areas. Second,
Western pressure over the Rohingya crisis inadvertently pushed Naypyidaw
towards Beijing’s orbit (Egreteau 2021). Her administration’s unambiguous
support for Beijing’s policy in Hong Kong and Xinjiang at the United Nations
(UN) further demonstrated that the former democratic leader’s eagerness to
cement diplomatic relations with Beijing (Putz 2020; Xinhua 2020).

The NLD-led government was a staunch supporter of the BRI not only
due to the changes in the international environment, but also the country’s
domestic needs (see Lampton, Ho, and Kuik 2020; Oliveira et al. 2020;
Ba 2019). In the 2017 Belt and Road Forum, Aung San Suu Kyi showed
enthusiasm about BRI projects that could boost economic development
and nurture peace in Myanmar. Her administration agreed to construct the
China—Myanmar Economic Corridor (CMEC) in the following year. In
the wake of economic setbacks in the Myitsone dam and the Letpadaung
copper mine in the early 2010s, Beijing became more prudent in signing
new BRI agreements with Naypyidaw. China’s FDI in Myanmar plummeted
in 2013-2016.* However, Aung San Suu Kyi revived Beijing’s confidence in
the country’s investment environment. China’s FDI in Myanmar rose again
in 2017. More BRI projects were planned under the CMEC’s framework
— for instance, the Kyaukphyu deep sea port and special economic zone
(SEZ), the Yangon new city, and the cross-border economic zones in Kachin
State and Shan State — during her tenure. The most prized Kunming—
Kyaukphyu highway and high-speed railway were also under negotiations.
The highway’s feasibility test completed and the railway’s to begin. However,
the Aung San Suu Kyi-led administration sought to strike better terms
in these agreements.

NLD-led government’s promises of BRI transparency

Aung San Suu Kyi attributed controversies over BRI projects to the previous
governments’ lack of transparency and legal compliance in FDI governance.
Before joining the political institution, she used to champion responsible
and transparent investments that promoted development, democracy and
human rights. During military rule, she supported the US-led economic
sanctions to pressure the junta for political reform (Kyaw Yin Hlaing
2012). After being released from house arrest, Aung San Suu Kyi continued

4 China’s FDI to Myanmar was reported at USD 793 million in 2013. Chinese investments dropped
to USD 70.5 million, USD 52.4 million, USD 205.5 million, USD 554.4 million, and USD 75.3 million
in 2014, 2015, 2016, 2017 and 2018 respectively (ASEAN Secretariat 2019).
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endorsing sanctions on Myanmar in early 2011 (Holliday 2011). When the
United States and its allies eased sanctions on the country in mid-2012, she
reminded the Western democracies to be responsible in their investments
in Myanmar. In particular, she urged Western energy companies to refrain
from forming joint ventures with the state-owned Myanmar Oil and Gas
Enterprise (MOGE), which lacked fiscal transparency and accountability
(Aung San Suu Kyi 2012). To many people’s surprise, she defended the
Letpadaung copper mine project, which was co-owned by the military-
backed Union of Myanmar Economic Holdings (UMEHL), a few months
later. She told aggrieved villagers not to oppose the project because it would
ruin Myanmar’s credibility in economic cooperation. She was critical of
villagers’ unauthorised protests rather than project transparency.

After taking office in 2016, the NLD-led government introduced reform
to promote responsible and transparent investment. New investment laws
were enacted in 2016-2017, and the Myanmar Sustainable Development
Plan (MSDP) was rolled out in 2018 in conjunction with the online
Project Bank that was launched in 2020. These efforts seemingly affirmed
the democratically elected government’s commitment to FDI reform.
Transparency is the provision of information by an organisation that ‘enables
external actors to monitor and assess its internal workings and performance’
(Grimmelikhuijsen and Welch 2012, 563). Besides passively receiving
information released by the government, societal actors are also entitled to
request information from the government (Mabillard and Zumofen 2017).
That said, transparency should facilitate Myanmar citizens’ participation in
the bilateral economic agreement negotiations in the conventional two-level
game; that is, the government would negotiate a tentative agreement with
its counterpart at the international level, and would only sign the agreement
upon securing support at the domestic level (Putnam 1988).

To enhance FDI transparency and accountability, the NLD-dominated
Hiuttaw (legislature) passed the Myanmar Investment Law in October 2016,
which repealed the 2012 Foreign Investment Law. The 2016 Investment Law
recognised the importance of parliamentary scrutiny. Article 46 stipulates
that ‘for the investment businesses which may have a significant impact
on security, economic condition, the environment, and national interest of
the Union and its citizens’, the Myanmar Investment Commission (MIC)
shall submit to and obtain the approval of the Pyidaungsu Hluttaw (House
of Representatives) when preparing to issue a permit. The parliamentary
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oversight requirement was in line with the constitutional provision.’
Later on, the Myanmar Investment Rules were adopted in March 2017
to substantiate the 2016 Investment Law. Articles 38 and 45 require an
investor to submit a summary of an investment proposal to the MIC. The
MIC should display the information on its website before issuing a permit
to the business. Despite the legal requirements, the NLD-led government
systematically omitted its responsibility (Chau 2019). The conclusion of
the FDI agreements remained a top-down process. Not only citizens but
even members of parliament (MPs) were uninformed about the projects.
In the second Belt and Road Forum in 2019, Naypyidaw and Beijing
doubled down on CMEC cooperation. Nine early harvest projects were
agreed by both sides. When the media requested the project list, Naypyidaw
only revealed three and claimed that the other projects were under review
(Nan Lwin 2019f). The negotiations of BRI agreements were confined
to a single-level game, as had happened in the military era. Meanwhile,
the 2012 Environmental Conservation Law, the 2014 Environmental
Conservation Rules, as well as the 2015 Environmental Impact Assessment
Procedure adopted by the Thein Sein administration were also essential for
responsible and sustainable development. However, the MIC of the new
administration often granted permits to projects, not restricted to Chinese
investments, before environmental and social impact assessments (ESIAs)
were approved and environmental compliance certificates were issued
(Hnin Wut Yee 2020).

The NLD-led administration also formulated the MSDP in 2018, which
echoed the United Nations” Sustainable Development Goals, to guide the
country’s economic development strategy. Transparency was connected to
the three pillars established by the MSDP — peace and security, prosperity
and partnership, as well as people and planet. Naypyidaw recognised the
importance of public engagement in the course of development. The
Ministry of Planning and Finance (2018) stressed that transparency was
essential in decision-making. Alongside the executive and legislative scrutiny,
the MSDP specified that citizens should have access to budgets and strategic
plans. To this endeavour, an online Myanmar Project Bank was launched in
2020 (National Economic Coordination Committee of the Government of
Myanmar n.d.). The initiative listed major investment projects under the
MSDP. Project description, benefits, costs, funding sources, project status

5  Article 190(b) of the 2008 Constitution stipulates that ‘bills relating to regional plans, annual
budgets and taxation of the Region or State, which are to be submitted exclusively by the Region or State
government, shall be submitted to the Region or State Hluttaw in accord with the prescribed procedures’.
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and implementation agencies could be found on the Project Bank’s website.
Naypyidaw promised that CMEC projects would be subject to rigorous and
stringent assessments. Projects that have undergone the assessment process
would be listed on the Project Bank’s website (Frontier Myanmar 2018).

Several CMEC projects, such as the Kyaukphyu deep sea port and SEZ, the
Muse—Htigyaing—Mandalay expressway and the Muse—Mandalay railway
project, were not included on the Project Bank’s website. It was reasonable
to assume those projects were missing in the database because ESIAs were
yet to be conducted. However, the USD 180 million Kyaukphyu gas-
steam combined cycle power plant project, whose contract was signed in
December 2020, was not included in the Project Bank. Online information
emphasised projects’ benefits and contributions to the MSDP’s goals, but
omitted potential risks. Hinging on the ESIA requirements, impacted
citizens were supposed to be consulted. However, more evidence was
needed to show that the MSDP and Project Bank could enhance inclusive
development (Clapp 2020; Transnational Institute 2019). In this sense, the
manifested transparency was in fact one-way communication. The selected
project disclosure did not favour civic participation in the FDI governance.
Project renegotiations for the Kyaukphyu deep sea port and the Yangon new
city were triggered by Naypyidaw’s financial assessment of cooperation.

Downsizing Kyaukphyu Port in the shadow
of the ‘debt trap’

Beijing kept pushing Naypyidaw to implement the Kyaukphyu deep sea
port and SEZ. Even though the Aung San Suu Kyi-led administration
was committed to the projects, it demanded to divide the deep sea port
into phases and redistribute the project’s shares in May 2018 (Kapoor and
Aye Min Thant 2018). Beijing agreed on the revisions in exchange for the
project implementation. A framework agreement was signed in November
2018. The concession agreement was finally concluded in January 2020
during Chinese President Xi’s visit to Myanmar. This entailed the imminent
project implementation. The renegotiations of project terms reflected
Naypyidaw’s eagerness to strive for more benefits. Nonetheless, societal
actors were excluded from the single-level game of bilateral negotiations.
Without vivid social opposition to the project, the NLD-led government
was not bound by domestic constraints. It solely defined the benefits in
bilateral cooperation.
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Among the CMEC projects, projects in the port city Kyaukphyu do not
only have economic value but also strategic importance to China. The
CMEC is an inverted Y-shape transport corridor that starts from Chinas
Yunnan province to Myanmar’s Mandalay, and then extends to Yangon and
Kyaukphyu respectively. Kyaukphyu would serve as China’s springboard
to the Indian Ocean through the cross-border highway and railway. If the
strategy is materialised, the seafaring transportation from the Bay of Bengal
to China’s coast will be shortened by 3,000 km or cut by five days (Li and
Song 2018, 320).° Alongside the China—Myanmar oil and gas pipelines,
the Kyaukphyu deep sea port, the SEZ and the Kunming—Kyaukphyu
high-speed railway were planned in the 2000s. (Li and Song 2018). During
then Chinese Vice-President (currently President) Xi Jinpings visit to
Myanmar in December 2009, the CITIC Group signed memorandums of
understanding (MOUs) on Kyaukphyu projects with Naypyidaw (CITIC
Group (Myanmar) Company Limited 2018). The oil and gas pipeline
contracts were signed during then Chinese Premier Wen Jiabao’s visit
to Myanmar in June 2010. Apart from the dual pipeline, other planned
Kyaukphyu projects stagnated under the Thein Sein administration.

The outgoing Thein Sein administration announced awarding the
Kyaukphyu deep sea port and SEZ to the CITIC-led consortium
(hereinafter CITIC)” in December 2015 following the call for public
tenders in 2014. This cast away Beijing’s uncertainties over the projects in
the light of power transition from the military-backed Union Solidarity
and Development Party (USDP) to the Aung San Suu Kyi-led NLD in
2016. Under the original agreement, the Kyaukphyu deep sea port would
consist of 10 berths. The project cost was estimated at USD 7.5 billion.
In the initial agreement, CITIC would own 85 per cent of the project,
while the Myanmar Government would control the remaining 15 per cent
of shares (Nan Lwin 2020a). Meanwhile, the SEZ would host both labour-
intensive industries, as well as technology and capital-intensive industries,
including textile, food processing, electronic and pharmaceutical industries
(CITIC Group (Myanmar) Company Limited 2018). It was expected to
provide 100,000 jobs for local people. The project would cost roughly

6 Pakistan’s Gwadar port and the Gwadar—Xinjiang railway serve the same purpose (Malik 2018).

7 The consortium comprises CITIC, four Chinese companies — China Harbour Engineering Company
Ltd. (CHEC), China Merchants Holdings (International) Co. Ltd (CMHI), TEDA Investment Holding
(TEDA) and Yunnan Construction Engineering Group (YNJG) — as well as Thailand’s Charoen Pokphand
Group Company Limited (CP Group) (Xinhua 2018). However, the share distribution among companies
in the consortium is unknown.
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USD 2.3 billion. CITIC would control 51 per cent of the project, while
the Myanmar Government would hold the rest of the shares (Nan Lwin
2020a). CITIC estimated that the SEZ and deep sea port would generate
revenue for the Myanmar Government amounting to USD 7.8 billion
and USD 6.5 billion respectively (The Irrawaddy 2018). The two projects
would cover 4,300 acres of land in Kyaukphyu Township. About 20,000
people from 35 villages would be affected (International Commission of
Jurists 2017) (see Table 6.1).

The NLD-led administration drew a lesson from the Hambantota port
in Sri Lanka and renegotiated the Kyaukphyu port’s terms with Beijing
(ISEAS — Yusof Ishak Institute 2018). Following the 99-year lease of the
Hambantota port to China in 2017, the ‘debt-trap diplomacy’ discourse
emerged. Critics argued that mega BRI projects could make debt-laden
countries more dependent on Beijing (Sum 2019; Taylor and Zajontz 2020;
cf. Jones and Hameiri 2020). Beijing categorically denied this allegation
and stressed that the BRI sought to achieve mutual development between
China and host countries (Xi 2018; see also Brautigam 2020). Compared
to the USD 1.12 billion Hambantota port, the scale of the USD 7.3 billion
Kyaukphyu port raised concern over the possibility of it being a debt trap.
The fact that Myanmar’s national debt stood at roughly USD 10 billion,
of which about USD 4 billion was owed to China, exacerbated this anxiety
about the financial sustainability of CMEC projects (Thiha Tun and Thet
Su Aung 2020). Aung San Suu Kyi’s economic advisor Sean Turnell was one
of the first to point out that the project was overcapitalised in May 2018
(ISEAS — Yusof Ishak Institute 2018). More government officials publicly
echoed this view in subsequent months. Naypyidaw signalled its resolve
to revise the terms of the projects by making these statements unilaterally.
Three months later, it was confirmed that Naypyidaw renegotiated
the project terms with CITIC (Kapoor and Aye Min Thant 2018). In a
framework agreement signed in November 2018, CITIC and Naypyidaw
agreed that the project would be developed in four phases over 20 years
(CITIC Group (Myanmar) Company Limited 2018). The first phase of
the project would cost USD 1.3 billion. Besides scaling down the project,
Naypyidaw also successfully gained more control over the deep sea port.
Under the new agreement, the stake ratio between Naypyidaw and CITIC
changed to 30:70 (Nan Lwin 2020a).

181



182

DEFYING BEIJING

Table 6.1: Basic information about the Kyaukphyu deep sea port and SEZ.

Kyaukphyu deep sea port Kyaukphyu SEZ
Name of the joint CITIC Consortium Myanmar CITIC Consortium and
venture Port Investment Limited the Myanmar Kyaukphyu

SEZ Holding

Ownership structure | CITIC: 85% CITIC: 51%
(original) Myanmar Government: 15% Myanmar Government: 49%
Ownership structure | CITIC: 70% Same as above
(revised in 2018) Myanmar Government: 30%
Location Kyaukphyu, Rakhine State
Construction cost USD 7.5 billion (first phase: USD 2.3 billion
(estimate) USD 1.3 billion)
Agreements signed | Framework agreement: Nov 2018
Status ESIA was commissioned in Feb 2022;

Consultation meetings were conducted in Aug 2022
Concession period Initial franchise period of 50 years

Source: Author’s summary.

The Kyaukphyu project renegotiations under the NLD-led administration
were conducted in a single-level game. Contrary to the Thein Sein
administration, the new government was reluctant to leverage domestic
constraints in renegotiations with Beijing. At the international level, Aung
San Suu Kyi has reiterated her support for the BRI during meetings with
Chinese leaders. At the domestic level, she avoided discussing CMEC
projects with constituents. Although the Kyaukphyu SEZ management
committee has held dozens of meetings with impacted communities
since 2013, consultations were mainly top-down communications that
informed participants about the project benefits (interviews: N55, N57,
P27).% Concerns over the project were ignored. The new administration
did not seem to depart from the old undemocratic practices in project
consultations (Than Tun and Wilson 2017; Mcivor and Scharinger 2017).
In response to the deep-seated conflict in Rakhine State, it formed the
Advisory Commission on Rakhine State (2017), chaired by former UN
Secretary-General Kofi Annan, to provide recommendations to Naypyidaw.
In its final report, the commission connected the human rights crisis to the

8 A Kyaukphyu SEZ management committee member said at least 30 meetings with communities
were held between 2013 and 2016 during the Thein Sein administration (interview: P31). A state MP in
Rakhine State and a few CSO members also recalled that the chief of the SEZ management committee,
Myint Thein, has visited Kyaukphyu over 20 times. There were some meetings with the participation of
a few hundred local people. Some other meetings only included monks and local officials (interviews:

N55, P27).



6. BELT AND ROAD PROJECTS’ IMPLEMENTATION UNDER AUNG SAN SUU KYI

economic and social development in the ethnic state. This narrative was also
welcomed by Beijing (Ministry of Foreign Affairs of the People’s Republic
of China 2017¢). On the one hand, the commission acknowledged the
potential positive economic impacts of mega infrastructure projects. On
the other hand, it worried about the recurrence of adverse impacts of
previous maga projects (United Nations General Assembly 2017). It advised
Naypyidaw to conduct a strategic environmental assessment (SEA)” for the
BRI projects in Kyaukphyu to ensure sustainable development in the region.
The macro guidance aimed to ‘integrate environment, alongside economic
and social concerns, into a holistic sustainability assessment’” (Ministry of
Environmental Conservation and Forestry of the Republic of the Union of
Myanmar 2015). Constrast with an nominal ESIA, an SEA could enable
early community participation in the course of development (interview:
N58). Aung San Suu Kyi assumed that BRI projects could boost economic
growth and promote peace in the region. Her government compromised
and dropped the recommendation of an SEA to speed up the project
implementation.

In an asymmetric bargaining, the contextual power could strengthen a
weaker party’s bargaining position. Naypyidaw comprehended the value of
Kyaukphyu’s location in relation to China in the deep sea port negotiations
(see Lockhart 1979). Beijing’s Two-Ocean policy ambition and assertiveness
could be observed by the completion of the China’s section of the Kunming—
Kyaukphyu high-speed railway (Xinhua 2021b). Even though the
negotiations over Myanmar’s section were still ongoing, China’s high-speed
railway was on Myanmar’s doorstep. After concluding the deep sea port
and SEZ agreements with Naypyidaw, the CMEC’s backbone — the railway
and highway from Kunming to Kyaukphyu — would proceed. Considering
its stake in Kyaukphyu, Beijing agreed with Naypyidaw’s demands to scale
down the project and redistribute the shares of the deep sea port in exchange
for the early implementation of other CMEC projects. In fact, the NLD-led
government also signed MOUs with Beijing to develop a highway and a
high-speed railway from China—Myanmar border town Muse to Mandalay
in 2018. Both projects would eventually extend to Kyaukphyu.

9 See Chapter 10 of the 2015 Environmental Impact Assessment Procedure (Ministry of Environmental
Conservation and Forestry of the Republic of the Union of Myanmar 2015).
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The Kyaukphyu projects met with mixed responses in Rakhine State, but
the NLD-led administration disregarded domestic support or opposition.
The leading opposition party in the ethnic state Arakan National Party
(ANP), formerly Rakhine Nationalities and Development Party (RNDP),
except local MP Ba Shein, was enthusiastic about the projects’ economic
impacts (Su Phyo Win and Chau 2017). This position aligned with the
ANP’s position on the China—Myanmar oil and gas pipelines. The ethnic
party assumed that the CMEC projects could be an impetus to economic
growth in the underdeveloped state. Since 2013, Beijing has adopted dual-
track diplomacy in Myanmar. Rakhine opposition leaders were regularly
invited to China for exchange programs (Chan 2020). Beijing’s efforts
paid off.

Community-based organisations and local people in Rakhine State were
doubtful about the benefits of the BRI projects in Kyaukphyu. In stark
contrast to the ANP’s position, Kyaukphyu lawmaker Ba Shein accused
Naypyidaw and CITIC of ‘running roughshod over locals’ (Thet Su Aung
and Thiha Tun 2020). The negative experience in the pipeline project was
imprinted in local people’s minds (interview: P05). The scale of the deep
sea port and SEZ would be larger than the pipelines exacerbated villagers
anxieties. Despite the promise of job opportunities, villagers anticipated
that they could not benefit from it. During the pipeline construction, most
of the Maday Island villagers were hired as temporary manual workers
with meagre wages. Unfortunately, the destruction of the environment was
permanent. Villagers who primarily depended on fishing and farming
worried their livelihoods would be destroyed (interview: V16). Land
confiscation was always a source of conflict in a development project. At the
national level, villagers seldom received fair compensation. The terms of land
compensation concerning the Kyaukphyu projects were unclear (interview:
N59). Upon knowing the imminent implementation of the projects, over
a hundred Rakhine civil society organisations (CSOs) called for project
suspension. Sporadic protests took place in Kyaukphyu (Moe Myint 2017).
Local and small-scale mobilisation could hardly constrain the NLD-led
government’s foreign policy options. Furthermore, a lack of national allies
made contention surrounding the projects parochial issues. Whenever Aung
San Suu Kyi met with Chinese leaders, the Myitsone dam controversy was
highlighted by Myanmar media. Relatively less attention was paid to the
more strategic projects in Kyaukphyu. Yangon-based local and international
organisations played some role in awareness-raising (see Mcivor and
Scharinger 2017; Myanmar Centre for Responsible Business 2019) but
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they did not aim

to shape public opinion on the projects. In Naypyidaw’s

CMEC negotiations with Beijing, local actors’ voices were insignificant.
Beijing’s concessions were attributed to Naypyidaw’s resolve to decrease the
project costs instead of domestic pressure.

Table 6.2: Chronology of the development of the Kyaukphyu deep sea port

and SEZ.

Initial agreements

December 2009 | CITIC singed an MOU on Kyaukphyu deep sea port during then
Chinese Vice-President Xi Jinping’s state visit to Myanmar.

November 2014 Naypyidaw invited public tenders for the development of the
Kyaukphyu SEZ.

December 2015 | The Thein Sein administration awarded the deep sea port and

SEZ project to the CITIC-led consortiums.

Redistributing project shares

November 2016

The NLD-led administration reorganised Kyaukphyu SEZ
Management Committee.

August 2017

The Rakhine report recommended a strategic environment
assessment for the Kyaukphyu projects.

March 2018 The MOU on Muse-Mandalay expressway was signed.
(The expressway would extend to Kyaukphyu.)

May 2018 Sean Turnell, economic advisor to Aung San Suu Kyi, commented
that the cost of the Kyaukphyu deep sea port, which amounted to
USD 7.3 billion, was overcapitalised.

October 2018 The MOU on the Muse-Mandalay railway project’s feasibility was
signed. (The feasibility test and ESIA were completed in 2019.)

November 2018 | Framework agreement was signed (Myanmar would hold 30%

shares of the deep sea port, up from the original 15%. The deep
sea port would be implemented in different phases, with the first
phase that costs USD 1.3 billion).

Imminent project implementation

January 2020 A concession agreement was signed during Chinese President
Xi’s visit to Myanmar.

January 2021 Both China and Myanmar agreed to speed up the implementation
of the Kyaukphyu deep sea port and other CMEC projects during
Chinese Foreign Minister Wang Yi’s visit to Myanmar.

January 2021 The MOU on the Mandalay-Kyaukphyu railway project’s

feasibility test was signed.

Source: Author’s summary.
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Adjustment in the New Yangon City

The Yangon new city was previously awarded to a Chinese SOE in 2018,
but the NLD-led administration made several revisions in the project design
to address the debt trap concerns. The new administration carefully released
innocuous information about the project to pre-empt opposition from the
Yangon-based social elites and CSOs. Even though the media was critical of
the scale of the project and selection of the project partner, little organised
contestation was observed. By and large, the project negotiations were
conducted in a single-level game. Beijing was open to project adjustments
because the final agreement has yet to be signed.

The Yangon new city was the first BRI project committed by the NLD-led
government. In response to the rapid population growth in Yangon,' city
expansion was deemed necessary (Aye Nyein Win and Yadanar Tun 2017).
The mega BRI project also aimed to generate employment opportunities for
nationals in the face of economic recession amid the COVID-19 pandemic
(Nan Lwin 2020b). Like the Kyaukphyu SEZ, the new city project was
approved by the outgoing Thein Sein administration in March 2016.
Nonetheless, no contract has been signed with investors. In March 2018,
the Yangon regional government unveiled the scale, location, cost and major
components of the project. The New Yangon Development Company
Limited (NYDC), owned by the Yangon regional government, was tasked
with implementing the mega development project. The 200,000-acre
project, about twice the size of Singapore, would be situated in the west of
the commercial capital Yangon. The project would include five townships,
two bridges, power plants, water and wastewater treatment plants, and
an industrial zone. Yangon Chief Minister Phyo Min Thein claimed that
two million jobs would be created by the project (Kyaw Phyo Tha 2018).

In May 2018, the NLD-led administration awarded the USD 1.5 billion
project to the China Communications Construction Co. Ltd. (CCCC)
under the Swiss challenge model. A framework agreement was signed.
In the public—private partnership, Myanmar would contribute land to
the project. Once the CCCC has recovered its investment, it would take
75 per cent of the profits, while the Yangon regional government would
take the remaining 25 per cent (Sithu Aung Myint 2019). In July 2020,

10 The Yangon population was estimated at 7.36 million in 2017. It was projected the population size
would increase to 9.69 million and 10.27 million in 2026 and 2031 respectively (Aye Nyein Win and
Yadanar Tun 2017).
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the government divided the projects into segments to encourage domestic
and foreign companies to compete in the Swiss challenge. Phase one of
the project would also be scaled down to USD 800 million. Although
the regional legislature was critical of the new city project, no organised
mobilisation was observed. Naypyidaw did not face domestic pressure in
project implementation. That said, project adjustments were prompted by
the cost-benefit analysis of the ruling elites (Table 6.3).

Table 6.3: Basic information about the New Yangon City.

Ownership structure China Communications Construction Co. Ltd.: 75%
New Yangon Development Company: 25%

Location West of the Yangon River

Size 20,000 acres of land

First phase project cost | USD 800 million, reduced from USD 1.5 billion
(estimate)

Agreement signed Framework arrangement

Status Tender received

Source: Author’s summary.

The controversy of the new city project lay in inadequate transparency and
accountability in the decision-making process. Additionally, the scale of the
project posed questions about financial and environmental sustainability.
Although the CCCC was one of the world’s largest construction companies,
the partnership with the company without a tender process raised serious
concerns. The NYDC justified the adoption of the Swiss Challenge model,
citing an increase in transparency and efficiency of the new city project.
Under the Swiss Challenge model, the CCCC would provide pre-project
documents, including technical specifications, financial proposal and
business model. Then, other companies could submit counterproposals
to challenge the CCCC'’s bid. If the competitors offered a lower bid, the
CCCC could match the funding amount or forego the project. Despite a
competitive bidding process, the project proponents would often have an
edge in the Swiss Challenge bidding process. Research finds that project
proponents usually have a higher probability of winning contracts. First,
a project proponent has established a closer relationship with the government.
Second, competitors often have less time to prepare a proposal that can
excel the initial project proposal designed by the proponent (see Huong
2017). The China Development Bank also concedes that information
asymmetry in the bidding process could impede transparency and fairness
in the undertaking (United Nations Development Programme and China
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Development Bank 2019). The CCCC’s scandals abroad, including bribery
allegations in China, Bangladesh, Kenya, the Philippines and Sri Lanka,
further tarnished the contractor’s reputation and fuelled distrust of the
project (Nan Lwin 2019d; Fife and Chase 2018).

More efforts in public engagement were observed in the new city project, but
agreement negotiations still deviated from the normative two-level game.
Societal actors were informed about the project’s benefits but could not reject
the project. The NYDC organised two town halls in June 2018 and March
2019 respectively (Kyaw Phyo Tha 2019b). Citizens had opportunities to
share their views. Meanwhile, the regional lawmakers criticised that the
Yangon regional government carried out the project without the legislature’s
approval (The Irrawaddy 2019). This did not align with the provisions
in the 2008 constitution and investment laws. The Yangon regional
government failed to answer to the Hluttaw. It was questionable whether
it would account for citizens. Critics were also concerned about the flood-
prone location of the new city project. The low-lying ground elevations
of the project site would be vulnerable to three sources of flooding — tidal
and storm surges, river discharge and rainfall. The Dutch consultant Royal
HaskoningDHYV (2019), commissioned by the NYDC, recommended that
flood mitigation measures be in place, such as the ring dyke. The NYDC did
not consider the flooding risks and mitigation plan in the initial agreement.
These issues also made the regional Aluttaw demand more information to
scrutinise the project implementation (Kyaw Phyo Tha 2019a). Given the
political executives and lawmakers in Yangon Division were dominated by
the NLD, the tension in the project was unexpected.

BRI project renegotiations under the Thein Sein administration were
primarily prompted by social opposition. The Yangon new city’s
downsizing reflected the leaders’ change of heart. Even though the NLD-
led administration promised that CMEC projects would be subject to
stringent assessments under the MSDDP, the Yangon regional government
bypassed any legislative scrutiny. This indicated its policy preference to
deliver the project. Apart from a small number of vocal regional MPs and
social elites, organised opposition to the project was non-existent. As the
contract has not yet been signed, the government could maintain flexibility
in agreement terms. Naypyidaw set to select the winners in the Swiss
Challenge bidding process in 2021. The coup, however, interrupted the
company selection process.
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Table 6.4: Chronology of the New Yangon City.

Initial plan

March 2018 The Yangon regional government founded the New Yangon
Development Company (NYDC) to undertake the development
of the New Yangon City.

May 2018 The NYDC signed a framework agreement with the China
Communications Construction Company, Ltd. (CCCC) under
a Swiss challenge framework.

Jun 2018 The NYDC organised a town hall meeting for the project.

Nov 2018 The CCCC submitted the pre-project documents.

Mar 2019 The NYDC organised a second town hall meeting, and consultation

meeting with impacted communities.

Project adjustment

July 2020 Naypyidaw announced that the New Yangon City would be
unbundled.
October 2020 NYDC invited companies to submit expressions of interest for the

development of industrial park under the Swiss Challenge model
against the CCCC. The deadline to submit a final proposal would
be January 2021.

Source: Author’s summary.

Aung San Suu Kyi’s audience cost dilemma
in the Myitsone dam

The media have depicted the stalled Myitsone dam as a thorn in Sino—
Myanmar relations. In September 2011, then President Thein Sein shelved
the USD 3.6 billion hydropower project, citing environmental concerns
and social opposition. The project suspension expired at the end of Thein
Sein’s presidency, March 2016. The NLD-led administration inherited
the challenge of handling the contentious issue. In the wake of Beijing’s
increasing pressure to restart the dam, Aung San Suu Kyi encountered a
dilemma between project resumption and project cancellation (Chan
2017a). Even though domestic constituents had high expectations that
Aung San Suu Kyi would cancel the dam, she sat on the fence in the
dam dispute. Comprehending the anti-dam sentiment, the NLD-led
administration attempted to reduce domestic audience costs by evading the
public’s scrutiny. In this way, Naypyidaw could maximise leeway in state-to-
state negotiations with Beijing. The Aung San Suu Kyi-led administration
attempted to reorient the two-level game negotiations from the Thein Sein
administration into a single-level game. This study contends that the new
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administration preferred project resumption. Otherwise, it would increase
project transparency domestically and display an immovable position to
Beijing (see Schelling 1960).

Aung San Suu Kyi was once an influential ally of the ‘Save the Ayeyarwady’
movement that sought to stall the controversial dam project in 2011. The
then opposition leader urged Thein Sein to review the dam project in August
2011. Her stance upscaled the anti-dam movement in the early phase of
the political transition. Upon being accommodated as a new actor in the
political institution in 2012, she rarely discussed the Myitsone dam issue.
In a media interview, then opposition leader slammed Thein Sein for not
settling the Myitsone dam dispute within his tenure (Vandenbrink 2014).
Expecting her NLD would take office in the 2015 general elections, she was
displeased that Thein Sein left the conundrum to her. Other NLD leaders
also blamed Thein Sein but refused to offer the party’s position on the issue
(interviews: P22, P23). Since taking office in April 2016, Aung San Suu Kyi
has eschewed questions about the troubled project.

In the face of an audience cost dilemma in the dam dispute, State Counsellor
Aung San Suu Kyi avoided being constrained by domestic audience costs.
As a more democratic government, protest repression to contain domestic
audience costs would not be an option. Instead, it compromised project
transparency to sweep the dispute under the carpet. Within a week of the
establishment of the NLD-led administration, Chinese Foreign Minister
Wang Yi visited Myanmar. In the closed-door meeting with Aung San
Suu Kyi, Wang raised concerns over the Myitsone dam (Ministry of
Foreign Affairs of the People’s Republic of China 2016). Aung San Suu
Kyi downplayed Beijing’s pressure on project resumption and denied that
the project had been discussed. In the same vein, Aung San Suu Kyi, who
also held the position of the minister for energy and electric power at that
time, claimed that she could not disclose the contract because she had not
read it yet (Myo Lwin and Ei Ei Toe Lwin Lwin 2016). No information
about the controversial project was revealed to the public by the NLD-led
government.

In August 2016, the NLD-led government formed the Myitsone Dam
Commission, just a few days before Aung San Suu Kyi’s visit to China. The
20-member commission was tasked with reviewing the hydropower dam
project. This drew speculation that the establishment of the commission
was a tactic to delay negotiations with Beijing. It is noteworthy that the new
administration not only intended to ease pressure from Beijing but also from
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the domestic constituents. The Myitsone Dam Commission only confined
the consultation to the Kachin villagers affected by the project. A report was
submitted to then President Htin Kyaw in November 2016. Naypyidaw did
not organise any press conference nor issue a statement to share the findings
or recommendations of the inquiry. The NLD-led government’s secretive
approach to the controversy indicated that it prevented the domestic
audience costs from growing (Chan 2017b). Meanwhile, the Ministry of
Natural Resources and Environment Conservation and the Ministry of
Electricity and Energy, supported by the International Finance Corporation
(IFC) and the Australian Government, conducted a strategic environmental
assessment (SEA) of the country’s hydropower sector in October 2016. The
SEA final report, released in December 2018, recognised the national energy
needs but recommended that no hydropower dam should be constructed on
major river basins, including the Ayeyarwady River (International Finance
Corporation 2020). Even though the Myitsone dam was not mentioned, the
SEA reportimplied that the Myitsone dam should be avoided to maintain the
health of the national river. The SEA provided solid data for Naypyidaw to
strike a balance between development needs and environmental protection.
In addition to the SEA findings, the new administration also needed to take
diplomatic issues and domestic issues into consideration.

Although reports suggested China’s Yunnan province no longer counted
on Myanmar for energy supply, Beijing has not given up the project. In
high-level meetings between Chinese and Myanmar leaders, the Myitsone
dam was often on the agenda. Aung San Suu Kyi was tight-lipped about
the discussion with Chinese leaders. Chinese sources revealed Beijing’s
cagerness to restart the dam (Ministry of Foreign Affairs of the People’s
Republic of China 2017b; The State Council Information Office of the
People’s Republic of China 2016). Other Chinese state and non-state actors
often reached out to Myanmar politicians and CSO members on the dam
dispute. Myanmar politicians from various parties were invited to China
for exchange programs. The Myitsone dam was often on the agenda during
their visits to China (interviews: P04, P05). By the same token, Chinese
delegations formed by scholars and researchers approached Myanmar
CSOs to learn about their views on the dam (interviews: N28, NGO,
NG61). These efforts indicated that Beijing insisted on project resumption.
Chinese Ambassador to Myanmar Hong Liang’s visit to Kachin State in
late December 2018 signalled Beijing’s impatience with Aung San Suu
Kyi’s inaction on the dispute settlement. The Chinese embassy claimed that
the Kachin people did not oppose the dam after the visit. It immediately
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invited more pushback from Myanmar nationals. Kachin leaders who met
with Hong Liang refuted the Chinese embassy’s statement (Myanmar Now
2019). Large-scale protests emerged in the ethnic state.

Since 2011, the anti-Myitsone dam sentiment has been loud and clear.
Ahead of the first anniversary of the Myitsone dam suspension, activities
and CSO members organised events to call for the cancellation of the
project (Nyein Nyein 2012a). A long march from Yangon to the project
area was organised to advocate the stop of the projects in 2014 (Ponnudurai
2014). Villagers organised a referendum in the same year to counter China
Power Investments claim that villagers welcomed the project (Martov
2014). More mobilisation urged the Aung San Suu Kyi-led administration
to overturn the dam project after the suspension expired at the end of Thein
Sein’s term. Pressure from Beijing also provoked more resistance. In February
2019, about 10,000 Kachin people staged an anti-dam protest. President of
the Kachin State Democracy Party Manam Tu Ja and other well-known
politicians in the ethnic state opposed the project (Nan Lwin 2019b).
Cardinal Charles Bo from the Catholic Church also issued two statements
to call for project cancellation in February and April 2019 respectively
(Nan Lwin 2019c). Mobilisation diffused to Yangon days ahead of the State
Counsellor’s participation in the second Belt and Road Forum in Beijing in
April 2019. In addition to an 8,000-strong protest in Kachin State (Finney
2019), Yangon activists formed an alliance to stop the dam. About 200
environmentalists, civil society organisation leaders, public intellectuals and
writers established the Committee to Terminate the Myitsone Project for
the cause (Kyaw Zwa Moe 2019). In the same month, 700 people called for
project cancellation in a forum. Activists proposed a one-dollar campaign
to pay compensation to China (Nan Lwin 2019a). Analysts and CSO
members observed that people welcomed China’s position on the Rohingya
crisis. However, people’s affection for the Ayeyarwady River made project
resumption inconceivable (interviews: NO1, N62). Aung San Suu Kyi
attempted to shift public opinion in the Myitsone project in 2019. She
urged the public to look at the dam controversy ‘from a wider perspective’,
which was a euphemism that environmental considerations should not
override political and economic considerations (Nan Lwin 2019h). The
popular leader was successfully resumed the copper mine by influencing
domestic constituents, but she failed in the dam dispute.
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Table 6.5: Chronology of the Myitsone dam dispute under the NLD-led
administration.

Naypyidaw eschewed the Myitsone dam controversy

April 2016

Chinese Foreign Minister Wang Yi met with de facto leader
Aung San Suu Kyi, who held the position of the Foreign Minister
alongside other ministerial positions, and discussed bilateral
economic cooperation. The Myitsone dam was discussed
according to Beijing, but Aung San Suu Kyi denied the issue was
brought up by her counterpart.

April 2016

Aung San Suu Kyi who was the Minister for Energy and Electric
Power claimed that she had not read the Myitsone dam contract
and could not reveal it to the public. This contrasted with her
promise before taking the office.

August 2016

The Myitsone Dam Commission was formed to review the
controversial project before State Counsellor Aung San Suu Kyi’s
state visit to Beijing.

October 2016

The Ministry of Natural Resources and Environmental
Conservation and the Ministry of Electricity and Energy formed
partnership with the IFC and Australian Aid to conduct a
countrywide SEA of the hydropower sector.

November 2016

The Myitsone Dam Commission submitted a report to President
Htin Kyaw. The findings were not published.

May 2018

IFC released the draft SEA report for public feedback. The report
warned against the business-as-usual development of large-scale
dams on major rivers in Myanmar, including the Ayeyarwady River.
The final report was released in December 2018.

The growth of anti-dam mobilisation

December 2018 | Chinese Ambassador to Myanmar Hong Liang met with Kachin
leaders and claimed that Kachin people did not oppose the dam.

January 2019 Kachin leaders who met with Hong Liang rebutted his claim in
a statement.

February 2019 Kachin people staged a 10,000-strong anti-dam protest.

February 2019 Cardinal Charles Bo issued depicted the Myitsone dam as an
environmental disaster in a statement.

March 2019 Aung San Suu Kyi told people to be open-minded about the
Myitsone dam.

April 2019 A Committee to Terminate the Myitsone Project was formed by
200 social elites in Yangon.

April 2019 Cardinal Charles Bo called on Aung San Suu Kyi to stop the dam
before her trip to Beijing.

April 2019 About 8,000 Kachin people started an anti-dam protest.

April 2019 About 700 people attended the ‘Save the Irrawaddy by Offering
Compensation’ forum in Yangon. Activists proposed a ‘one-dollar’
campaign to raise money to compensate China in exchange for
the stop of the dam.

April 2019 Aung San Suu Kyi participated in the second Belt and Road
Forum in Beijing.

May 2019 Hong Liang accused foreign forces of derailing the project and

Sino-Myanmar relations.

Source: Author’s summary.
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Aung San Suu Kyi could not escape the audience cost dilemma in the dam
controversy. On the one hand, societal actors did not accept any option
other than project cancellation. On the other hand, Beijing refused to give
up the project, which was tied to its prestige. The Chinese embassy was
confident that the Myitsone dam could promote mutual benefits. Hong
Liang attributed the diplomatic setback to foreign intervention (Nan Lwin
2019e). The fact that Beijing did not publicly step up pressure on Naypyidaw
on the Myitsone dam showed that it was cognisant that project resumption
was out of Aung San Suu Kyi’s reach. As such, it prioritised the development
of other BRI projects, including the Kyaukphyu deep sea port and SEZ,
Kyaukphyu—Kunming high-speed railway and the Yangon new city.

BRI projects in post-coup Myanmar

The 2021 military coup has dramatically reoriented state—society
relations. Public opinion on any policy issues is irrelevant to the junta.
Counterintuitively, the new repressive political environment has brought
more uncertainties to BRI projects. In the first two years after the coup, more
than 2,640 people were killed (Assistance Association for Political Prisoners
(Burma) 2023). The mass arrest of dissidents, airstrikes, torture, arson and
other violent attacks on civilians could reach the threshold of crimes against
humanity (Andrews 2022). The military violence has cramped down mass
anti-coup protests. However, it has also bred radicalisation (see della Porta
2018). More activists have engaged in armed resistance with the aid of
ethnic armed organisations. People’s defence forces (PDF) were formed,
with the support of existing ethnic armed organisations, a few months after
the coup (Andrews 2022; David, Aung Kaung Myat, and Holliday 2022).

The underlying assumption of the two-level game is domestic actors’ ability
to restrain the government. It appears that the BRI projects’ signing and
implementation have returned to single-level game negotiations. The
military regime that does not care about its legitimacy could speed up BRI
projects and even conclude more agreements with Beijing. Nonetheless,
the military government and Chinese investors are not entirely freed from
domestic constraints in BRI project implementation. The two-level game
in BRI project negotiation is still applicable to post-coup Myanmar but
operates differently. Even though Myanmar citizens could not punish the
junta by votes, they may oppose the BRI projects by force. Such threats are
transmitted not only to the junta but also to Beijing. During the political
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transition period, communities adversely affected by BRI projects and social
elites in Myanmar might develop negative opinions on Beijing. The rise of
anti-China sentiment, especially in autonomous regions beyond military
control, has posed tangible threats to current and prospective BRI projects.
The shadow government, the National Unity Government (NUG),
has categorically named the new investments signed with the military as
illegitimate and refused to recognise them (The Irrawaddy 2021). Resistance
groups have threatened to stop existing BRI projects, including the China—
Myanmar oil and gas pipelines and the Letpadaung copper mine, that
generate revenue for the military.

In January 2022, PDF in Tigyaing Township, Sagaing Division attacked
the Tagaung Taung nickel processing plant’s facilities and halted the mine’s
operations.'' A month later, an armed resistance group in Natogyi Township,
Mandalay Division attacked the military officers who guarded the China-
Myanmar pipeline with two rifle grenades. An off-take station was damaged
(The Irrawaddy 2022a). Beijing noted the challenge to BRI projects in post-
coup Myanmar. It has maintained low-level communication with the NUG
and requested them to protect China’s economic interests in the country
(The Irrawaddy 2022b). Even if no threat is posed by resistance groups, the
stability of the projects will be in question when the military regime falls.

Beijing’s position on the Myanmar coup has inadvertently made its
economic interests vulnerable. Beijing has nurtured close ties with the
NLD-led administration. More BRI projects were signed or under planning.
Beijing would probably favour the previous government that provided
a stable political environment for the CMEC’s implementation. Sticking
to its noninterference foreign policy, Beijing refused to denounce the coup.
Instead, it named the situation a cabinet reshuffle (Xinhua 2021a). This was
a stark contrast with the international opprobrium. Furthermore, Beijing
blocked the United Nations Security Council (UNSC) from passing a joint
statement condemning the Zatmadaw (Myanmar military) (BBC News
2021). In the wake of the escalating violence against civilians, Beijing has
refused to distance itself from the junta. Diplomatic and business exchanges
take place as usual. The junta-appointed Foreign Minister Wunna Maung
Lwin was invited by his counterpart Wang Yi to China in April 2022. A new
Myanmar consulate was opened in Chongging, China. Both sides affirmed
the importance of accelerating the CMEC construction. Meanwhile, Beijing

11 The Tagaung Taung nickel mine was jointly owned by Myanmar’s No. 1 Mining Enterprise and the
state-owned China Nonferrous Metal Mining.
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also stated that it would assist Myanmar’s political reconciliation (Ministry
of Foreign Affairs of the People’s Republic of China 2022). Anti-China
sentiment has surged in Myanmar.

Notwithstanding the coup, China and Myanmar both emphasised
commitments to speeding up CMEC projects. For instance, the
environmental and social impact assessments for the Kyaukphyu deep sea
port and SEZ are underway. However, it is dubious if villagers are able to
express their concerns over the project without fear of repercussion. New
power plant projects have been signed, including the Mee Lin Chaing
liquefied natural gas power plant in Ayeyarwady Region (USD 2.5 billion),
and photovoltaic projects in central Myanmar (USD 149 million).
Meanwhile, little updates of other committed major BRI projects,
including the Kunming—Kyaukphyu high-speed railway and the new city
project in Yangon, were reported. VPower and other Chinese companies
have stalled energy projects, indicating that Chinese investors are mindful
of the unstable political environment (Frontier Myanmar 2022). Even if
Beijing is inclined to adopt a business-as-usual approach, it cannot discount
the political risks posed by the opposition that could eventually hamper its
long-term economic interests (Chan 2021).

Concluding remarks

The rise of societal actors amid the Thein Sein administration changed the
bargaining structure of BRI cooperation from state-to-state negotiations
to two-level game negotiations. The NLD-led administration, however,
excluded domestic actors in the BRI agreement negotiations. Sino—
Myanmar economic cooperation slid back to single-level game negotiations.
The NLD-led government gained legitimacy through a resounding electoral
victory. Paradoxically, it systematically excluded societal actors in domestic
and international affairs. Despite its promise of FDI transparency and
accountability, it selectively released innocuous information. The investment
laws, MSDP and project bank showed the civilian-led governments
commitment to sustainable development. Nonetheless, the government
disregarded the legal provisions and concealed potential risks of the projects.
It was reluctant to engage citizens in FDI governance. More ironically, even
the NLD-dominated legislatures at the national and regional levels were
bypassed by the executive in project scrutiny.



6. BELT AND ROAD PROJECTS’ IMPLEMENTATION UNDER AUNG SAN SUU KYI

Contrasting with the Thein Sein administration that drew on social
opposition to signal its resolve in project renegotiations, the NLD-led
administration primarily relied on Myanmar’s strategic location to strive for
more favourable terms in the Kyaukphyu deep sea port and the Yangon new
city. Electoral legitimacy obtained by the NLD-led administration made
civil society less critical of Sino-Myanmar economic cooperation. Societal
actors trusted the government would act in accordance with public interests.
The new government maintained more flexibility in its foreign policy.
Beijing was willing to accommodate Naypyidaw’s demands for speedy
implementation of the projects. Project adjustments before the signing of
contracts should not be regarded as project disruption.

Mass anti-Myitsone dam protests in 2019 revealed that the Aung San Suu
Kyi-led government was not exempted from the audience cost dilemma.
The popular leader was inclined to project resumption. Besides containing
domestic audience costs by hiding information from the public, she also
attempted to allay people’s distrust of the dam. The anti-dam campaign
snowballed due to the Chinese embassy’s misjudgement of public opinion.
It was the first time that societal actors sought to influence their leader in
the dam dispute. Beijing noted the domestic constraints faced by Aung San
Suu Kyi in the dam dispute and pursued other BRI projects instead.

The two-level game negotiation in BRI projects remains in post-coup
Myanmar. It appears that the 7azmadaw is not constrained by domestic
actors when entering new BRI agreements with Beijing. With the growth of
armed resistance in the host country, Beijing was compelled to recalibrate
the economic risks in the BRI’s implementation. Myanmar’s domestic
constraints are be displayed by obstructions to the new investments even
though the military junta has promised project implementation. Beijing
could hardly dismiss a volatile business environment in post-coup Myanmar.
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Conclusion

Disruption to Belt and Road Initiative (BRI) projects always made
international headlines. They not only undermine Beijing’s economic
interests, but its prestige. This study argues that the changes and
maintenance of BRI projects in Myanmar is embedded in the host country’s
democratic transition, April 2011 — January 2021. The rise of societal actors
transformed state-to-state economic cooperation into a two-level game
bargaining structure. During the Thein Sein administration (2011-2016),
the unilateral suspension of the Myitsone dam in 2011 was widely perceived
as a watershed in the change of diplomatic ties after decades of paukphaw
friendship between the authoritarian states. A temporary suspension of the
Letpadaung copper mine in 2012 was another blow to BRI cooperation.
The project resumed the following year, under a revised agreement in
Naypyidaw’s favour. The China—Myanmar oil and gas pipelines have operated
as per their original agreement, even though Naypyidaw requested gain
redistribution in the oil pipeline project. During the Aung San Suu Kyi-led
administration (2016-2021), more bilateral agreements were signed under
the China—Myanmar Economic Corridor (CMEC) framework, including
the Yangon new city and two cross-border economic zones. In addition,
several strategic projects, for instance, the Kyaukphyu—Kunming high-
speed railway and highway, were under planning. Notwithstanding strong
political will from Naypyidaw and Beijing to accelerate the CMEC’s
implementation, the Myitsone dam remained shelved, the Kyaukphyu
deep sea port was downsized, and the Yangon new city was divided into
smaller projects.
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The Thein Sein administration aspired to retain power through elections.
An increase in the domestic audience’s ability to constrain the leader’s policy
optionsactivated the two-level game in BRI cooperation. Domestic constraints
imposed by societal actors turned a BRI partnership into a dispute. The
transitional government was caught in an audience cost dilemma which
it was compelled to address, between a domestic audience who called for
project cancellation and Beijing that demanded project implementation
simultaneously. Variations in project outcomes demonstrate that social
protest is a necessary but insufficient factor in reshaping international
payoffs. Myanmar’s societal actors, Naypyidaw and Beijing jointly influenced
the settlement of a BRI project dispute. This view challenges our traditional
thinking that of state capability can shape preferred outcomes in asymmetric
bargaining. This study’s discourse analysis also refutes the proposition that
great power competition derailed BRI projects in Myanmar. The Myanmar
case has a broader policy implication for other parts of the world. Social
resistance that has disrupted BRI projects in Cambodia, Sri Lanka, Pakistan
and Kenya corroborates this argument.

Social resistance in Belt and Road project
renegotiations in Myanmar

Building on the literature on the two-level game and audience costs, this
study develops an audience cost mechanism to analyse variations in BRI
dispute settlement in Myanmar. BRI disputes in this research originated
in a bargaining context that deviates from the normative two-level game
negotiation sequence. In his two-level game theory, Putnam (1988)
pinpoints that a state negotiator bargains with a domestic audience and
an international counterpart simultaneously. Conventionally, a state actor
must obtain domestic political ratification, not restricted to formal political
procedures, before signing an international agreement with a foreign partner.
The conclusion of a BRI agreement between Naypyidaw and Beijing that
bypassed domestic consent was an underlying cause of an economic dispute.
When societal actors protested against a signed international agreement in
an opening political environment, Naypyidaw was sandwiched between
domestic constituents and its international partner with conflicting policy
preferences. To date, this reverse two-level game has been understudied,
as has the dispute settlement in the dilemma.
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The two-level game theory contends that a government with more
domestic constraints could enjoy a bargaining edge in an international
negotiation (Putnam 1988; Moravesik 1993; Schelling 1960). In this
regard, a government could misrepresent its bargaining position to extract
concessions from its opponent. The audience cost theory helps to signal
the credibility of a state’s bargaining position. Unlike the traditional audience
cost scholarship that argues domestic constituents have incentives to penalise
leaders for making threats and then backing down in an international
security crisis (see Fearon 1994), this research applies the theory to an
international economic dispute. Additionally, it echoes nascent literature
which argues that a domestic audience has incentives to sanction leaders for
unpopular foreign policy even if no prior promise or threat has been made
(see Chaudoin 2014b; Weiss 2014). In the absence of public opinion data
concerning the BRI projects, this research introduces a two-dimensional
political mobilisation model, based on the number of participants and the
geographical scope of actions, as a proxy to visualise domestic audience costs
to the opponent in international disputes.

When democratisation was underway, Naypyidaw was compelled to respond
to the domestic audience and Beijing simultaneously in a BRI project dispute.
Maintaining the status quo of a controversial BRI project would harm its
political legitimacy. The domestic audience would punish it in elections.
Conversely, disrupting an international agreement entailed a breach of
contract. Beijing could demand a tremendous amount of compensation;
other repercussions might follow. As such, Naypyidaw was entangled in an
audience cost dilemma. Neither paying international audience costs to stall
a project nor paying domestic audience costs to continue a project would be
desirable. Naypyidaw retained leeway to respond to domestic constituents
selectively. Nonetheless, the higher the level of domestic audience costs,
the more difficult would be for Naypyidaw to maintain the status quo of
a signed agreement. The constrained bargaining position could turn into
Naypyidaw’s bargaining power. Furthermore, Beijing’s reaction was vital to
the dispute settlement. A BRI dispute could harm its great power image and
strategic interests. It would not offer concessions in a BRI dispute without
a credible signal of domestic constraints faced by its counterpart. In sum,
societal actors, Naypyidaw and Beijing jointly reshaped the outcome of
a BRI project dispute amid Myanmar’s political transition.
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In the Myitsone dam dispute (Chapter 3), Naypyidaw decided to pay
international audience costs that entailed a significant financial burden.
The domestic audience’s preference converged with Naypyidaw’s in this
case. Public opposition galvanised by cultural activities generated a high
level of audience costs for project continuation. Aung San Suu Kyi’s
involvement reinforced the anti-dam movement momentum. Naypyidaw
shifted its policy preference over the project in the face of the nationwide
anti-dam sentiment. It tolerated political mobilisation against the dam and
acquiesced to the surge of domestic audience costs. To signal its resolve, the
Thein Sein administration established a self-imposed bargaining position
by the unilateral shelving of the project until the end of his tenure. Beijing
recognised that the social opposition was not manipulated by the host
county. The project suspension expired in March 2016. Beijing stepped up
its pressure for project resumption under the new administration. Despite
the popularity of the NLD-led administration, it was still bound by the
audience cost dilemma (see Chapter 6). On the one hand, Aung San Suu Kyi
was reluctant to cancel the project that would offend the giant neighbour.
On the other hand, she was unwilling to persuade domestic constituents to
support project resumption. In the face of mounting pressure from Beijing,
she attempted to allay anti-dam sentiment but to no avail. Beijing finally
conceded that Naypyidaw defected from the agreement involuntarily.

In the Letpadaung copper mine case (Chapter 4), Naypyidaw chose to pay
domestic audience costs, which incurred a legitimacy crisis. A divergence
of preference between societal actors and Naypyidaw was observed. The
high level of audience costs shown by over a hundred accounts of protests
failed to stop the project. In the anti-mining movement, Naypyidaw
opted for project continuation at the expense of its political prospects.
It sought to nip the anti-mining protests in the bud to prevent domestic
audience costs from growing. Nevertheless, Naypyidaw’s heavy-handed
protest management, from protest permit denial to violence against
protesters, provoked a nationwide anti-mining movement. Beijing noted
that Naypyidaw’s hands were tied by the domestic audience. It ultimately
compromised to allow Naypyidaw to obtain a bigger slice of the profit in
a revised contract. Opposition to the copper mine dwindled when then
opposition leader defended the project. Public opinion on the project
shifted dramatically. Subsequent sporadic and local protests could no longer
constrain Naypyidaw from implementing the project.
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In the China—Myanmar pipeline project (Chapter 5), Naypyidaw did
not succeed in renegotiating gains with Beijing. Small-scale and parochial
protests could only generate a low level of domestic audience costs that did
not interrupt the project implementation. The anti-pipeline movement was
backed by transnational activism, whereas domestic political mobilisation
against the pipelines was relatively weak. The political mobilisation was
challenging as the dual pipeline spanned several regions in the country.
Protests at the village level only erupted when the completion of the
pipeline construction neared. A more vigorous movement that demanded
redistribution of project benefits between central Myanmar and the periphery
emerged following the gas pipeline operation. Beijing acknowledged that
the heart of contention in the project was rooted in ethnic nationals
dissatisfaction over Naypyidaw’s energy policy. That said, Myanmar’s
domestic actors did not fundamentally oppose the pipelines. Both the
Thein Sein administration and the Aung San Suu Kyi-led administration
demanded a higher transmission fee for the oil pipeline, but Beijing ignored
their requests. The oil pipeline started operating in 2017.

The bargaining structure of BRI projects slid back to a single-level game
under the Aung San Suu-Kyi-led government (see Chapter 6). Aung San Suu
Kyi’s accession to power marked a new phase of Myanmar’s democratisation.
The new administration signed more BRI agreements with Beijing. A more
democratic government was expected to be more transparent. Paradoxically,
it selectively released information to avoid being conditioned by domestic
audience costs in bilateral economic cooperation with Beijing. The Yangon
new city project was awarded to the China Communications Construction
Company in 2018 without an open bidding process. The cross-border
economic zones in Kachin and Shan states were announced before the
approval of the state legislature. Project adjustments were observed under
the Aung San Suu Kyi-led administration. The Kyaukphyu deep sea port
was downsized in 2018, and the Yangon new city project was divided into
smaller projects in 2020. However, Naypyidaw maintained flexibility in
the negotiations in the absence of formidable opposition. Additionally,
contracts had not been signed. As discussed before, even though Aung
San Suu Kyi was committed to BRI cooperation with Beijing, she could
not restart the Myitsone dam due to a high level of domestic audience
costs. The 2021 coup ended Myanmar’s decade-long political transition.
Two-level game negotiations in BRI projects remained. Citizens could not
influence the military by votes, but they resorted to force to make their
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voices heard in CMEC implementation. Bilateral economic agreements
deemed illegitimate by Myanmar nationals could be derailed if the military
regime is to be ousted in the future.

This study has both empirical and theoretical contributions to the
research on the BRI. Empirically, this study details events in the BRI
project disputes in Myanmar. The process-tracing analysis of the
Myitsone dam, the Letpadaung copper mine and China—Myanmar oil
and gas pipelines illustrates the strategic interaction among Myanmar’s
societal actors, Naypyidaw and Beijing in dispute settlement. At a project
level, it identifies sources of contention in different projects and critical
events that transformed a local conflict into a national issue. Nuances in
domestic political mobilisation, Naypyidaw’s preferences and Beijing’s
perception of the counterpart’s constraints jointly explains variations in
renegotiation outcomes.

Theoretically, this study of BRI project disputes amid Myanmar’s political
transition contributes to the international relations (IR) and Chinese foreign
policy scholarship. Speaking to the IR literature, this study complements the
state-centric analysis with societal actors’ perspectives. BRI cooperation and
robust bilateral relations are mutually reinforcing. Some analysts, therefore,
attribute project disruption to the host country’s realignment behaviour.
Admittedly, competition among great powers could prompt host countries’
hedging behaviour. This state-centric analysis overlooks societal actors’
influence on international outcomes. This book illustrates how societal
actors’ pushback to the BRI projects could trigger renegotiations of bilateral
economic agreements that are backed by both home and host countries.
Furthermore, in the discussion about asymmetric bargaining, it is widely
believed that state capabilities could turn into abargaining edge in negotiations
to achieve intended international outcomes. This study underscores that
social contention surrounding the BRI projects could be converted into the
a host country’s contextual power in an asymmetric bargaining structure if
societal actors can impose political costs on the government.

Speaking to the Chinese foreign policy literature, this study embedded in
Myanmar’s political reform introduces an underexplored bargaining context
— a distortion in the two-level game bargaining sequence. BRI agreements
are largely government-to-government agreements. Societal actors,
including the impacted communities, were excluded from the agreement
negotiations before the reform period. Amid Myanmar’s democratisation,
they demanded project suspension or even cancellation. The host country’s
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government was pushed to negotiate with domestic actors. This explains
the instability of BRI projects when prior domestic consent is bypassed.
Additionally, Beijing has yearned for a responsible power image and
a conducive external environment for its rise. BRI project disputes are
counterproductive to its grand strategy and economic interests. This study
complements China’s public diplomacy research that examines Beijing’s
efforts to persuade foreign publics to support its diplomatic goals. Myanmar
people’s reaction to BRI projects is indicative of the Chinese endeavour.

Two-level renegotiations of BRI projects
beyond Myanmar

Since the announcement of the BRI, the number of projects has grown
steadily. The number and value of BRI new contracts recorded a slight fall
in 2020 due to the COVID-19 pandemic and global economic downfall.
The Ministry of Commerce of the People’s Republic of China (2021, 15)
reported that the country signed 5,611 construction contracts with 61 BRI
countries in 2020. The contract value amounted to USD 141.46 billion,
which decreased by 8.7 per cent compared to 2019. Most of the projects are
located in Asia, followed by Africa.

Cordial bilateral relations lay a foundation for robust BRI cooperation.
Conversely, tension with partners also explains a plummet in investments.
Geopolitical competition between China and India in the region, as well
as territorial disputes, have become hurdles in advancing the Bangladesh—
China-India—Myanmar (BCIM) economic corridor (Sachdeva 2018; see
also Lanteigne 2021). Chinese construction contract values in India fell
significantly during the Modi administration, from USD 11.08 billion
in 2014-2018 to USD 37.98 billion in 2009-2013 (see Ministry of
Commerce of the People’s Republic of China 2021). Likewise, China—
Australia relations turned sour in the second half of the 2010s. Despite
strong economic relations, Beijing’s assertiveness in the South China Sea and
alleged interference in Australian politics made the Morrison administration
reset its China policy (Kéllner 2021). In 2021, Canberra scraped Victoria’s
Belt and Road agreements signed in 2018-2019.

BRI project disruption in the wake of cooling bilateral relations is not
bewildering. BRI project disruption despite cordial bilateral relations is.
This book delineates how Myanmar societal actors’ pushback against
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state-coordinated investments could change the course of events in the
2010s. Myanmar’s reversed two-level game bargaining context has policy
implications in different parts of the world. In the first decade of the BRI’s
implementation, back-to-back project disruption emerged in Sri Lanka,
Pakistan, Cambodia, Kenya and other countries that have fostered close
diplomatic and economic relations with China. Similar to the Myanmar
cases, anti-BRI project protests in these countries opened up possibilities
of BRI project renegotiations. Protests might not successfully derail those
signed contracts. Respective administrations are conditioned by an audience
cost dilemma. A dispute settlement depends on the level of domestic
audience costs imposed on the host government, the host government’s
policy preference and Beijing’s perception of domestic constraints in
maintaining the status quo of the agreement.

In Cambodia, the suspension of the Areng dam mirrored the Myitsone dam
case. Social protests conditioned Prime Minister Hun Sen’s policy options.
China’s sizable aid and investments, as well as diplomatic protection,
prompted some to describe China—Cambodia ties as a patron—client
relationship (Ciorciari 2015). Whether the term best captured the two
countries’ bilateral ties was debatable. It is undisputable that Cambodia has
been China’s most reliable partner among the Southeast Asian countries.
Hun Sen has also referred China as the ‘most trustworthy friend” (BBC
News 2006). Unexpectedly, in February 2015, the Sinohdyro’s Stung Cheay
Areng hydropower dam, which cost USD 400 million, was postponed
until 2018. In the wake of growing public protests, Hun Sen opted to pay
international audience cost to ease domestic contention. He declared the
halt of the project for environmental concerns in 2015 until the end of his
tenure (Yeophantong 2015). The declaration of the Areng dam suspension
signalled Hun Sen’s resolve in the dispute. Phnom Penh’s domestic audience
costs would be multiplied if it reneged on its promise. Beijing, therefore,
refrained from pressuring Phnom Penh to avoid more backlash in Sino—
Cambodian economic cooperation.

In Sri Lanka, the temporary shelving and share redistribution in the
Hambantota port shared some similarities to the Letpadaung copper
mine case. The government suppressed opposition to the BRI project
in exchange for project renegotiation. The contract renegotiation in Sri
Lanka’s Hambantota port and the industrial zone has received extensive
media coverage. The project was widely cited as an example of Beijing’s
debt trap diplomacy (Sum 2019; Jones and Hameiri 2020). The project
was valued at USD 1.1 billion, dubbed a component of China’s ‘string
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of pearls. The Rajapaksa administration signed the Hambantota port
and industrial zone in 2016. Soon after signing the agreement, a new
government took office and vowed to revisit the contract. Under the
shadow of a debt crisis, then President Maithripala Sirisena approved the
project and leased the 15,000 acres of land to state-owned China Merchants
Port Holdings Company for 99 years (Lim and Mukherjee 2019)." Mass
eviction and the long lease period of the port sparked strong resistance in
2017. Government supporters attacked anti-port protesters with clubs and
fists (Al Jazeera 2017; Shepard 2017¢). The protest management indicated
Colombo’s preference for continuing the project by paying domestic
audience costs. The government’s commitment to the project at the expense
of its legitimacy eventually gained concessions from Beijing. According to
the initial agreement, China Merchants held an 80 per cent stake. After
rounds of negotiations, China’s stake decreased to 70 per cent under the
revised agreement in 2017 (Shepard 2017b).?

In Pakistan, Islamabad’s concessions to communities impacted by the
Gwadar port paralleled the China—Myanmar oil and gas pipeline case. Even
though the Imran Khan administration intended to extract more gains from
China in the China—Pakistan Economic Corridor (CPEC) agreements,
minimal achievement was yielded (Garlick 2020, Ch. 6). China and
Pakistan have depicted their bilateral relations as an ‘all-weather strategic
partnership’ (The State Council of the People’s Republic of China 2018).
The CPEC, worth USD 62 billion, not only serves China’s geostrategic and
geoeconomic interests, but also Pakistan’s (Ahmed 2019).° The Gwadar deep
sea port is a lynchpin of the CPEC. In 2013, China Overseas Port Holding
Company (2015) was awarded the contract to build and operate the port
and special economic zone (SEZ) for 40 years. The project is situated in
Balochistan province, the host country’s poorest region. The project, which
did not gain consensus from ethnic communities, including the Baloch
people, sowed seeds of conflict. Fisherfolk in the area have organised waves

1 Asof2016, Sri Lanka’s debt had reached USD 65 billion, including a USD 8 billion debt to China
(Shepard 2017a).

2 The Sri Lankan government that controls the Hambantota International Port Services Company
will be responsible for security matters, including the right to inspect ships entering the port (Shepard
2017b).

3 To China, the CPEC, like the CMEC, can connect China’s western region to the Indian Ocean. The
shortcut can reduce spatial barriers and speed up the flow of resources and commodities. Furthermore,
the Gwadar port, also perceived by the West as a part of the ‘string of pearls’, could enhance its strategic
standing in South Asia (Lanteigne 2021). To Pakistan, the China-backed transnational economic
corridor could boost the domestic economy and counter India’s paramount influence in the region

(Kalim 2016).
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of strikes since the development of the Gwadar port, including a month-
long protest in late 2021. Islamabad acknowledged the local communities’
demands and promised to clamp down on illegal fishing, improve education
and provide public services in the province (Dawn 2021). Even though
Imran Khan pledged to renegotiate CPEC agreements with China, little
progress was yielded. In 2018, Beijing finally allowed Pakistan to export
an extra USD 1 billion of goods to China after 10 rounds of negotiation
(Garlick 2020, 194). The local discontent with the distribution of gains
in the project could not translate into Islamabad’s bargaining strength in
the CPEC agreement renegotiations. Meanwhile, Baloch separatists
rendered violence to paralyse the CPEC. The deadly attacks were directed
at the Chinese consulate in Karachi, Confucius Institute, and Chinese
and Pakistani personnel who worked on CPEC projects (Ahmed 2019;
Lanteigne 2021). These security threats have posed tremendous threats to
CPECs stability.

In Kenya, the suspension of the Lamu coal power plant demonstrated
another scenario in which domestic institutions could push back a foreign
direct investment (FDI) project that negatively impacted communities.
China has been Kenya’s top economic partner. Alongside trade relations,
Nairobi has also signed several BRI projects with Beijing, including the
signature USD 3.6 billion Mombasa—Nairobi standard gauge railway built
and operated by the China Road and Bridge Company. It was reported that
Kenya’s debt to China rocketed in the 2010s. In 2018, Kenya’s Treasury
data revealed that loans from China account for 72 per cent of the country’s
bilateral debt (Dahir 2018). Despite robust bilateral economic ties, legal
constraints blocked the implementation of the Lamu power plant. In 2014,
Nairobi awarded Amu Power the USD 2 billion coal power plant project,
which was financed by the Industrial and Commercial Bank of China. State-
owned Power Construction Corporation of China and China Huadian
Corporation were selected to build and operate the project (Shi 2021).
Worrying about the adverse environmental impacts of the coal power plant,
activists and villagers, with the support of national and international non-
governmental organisations, protested against the project in 2018-2019.
In June 2019, the National Environmental Tribunal cancelled the power
plant’s environmental licence owing to a lack of a thorough environmental
assessment of the project (Skidmore 2022). In November 2020, the Chinese
financier also withdrew from the project. The halt of the coal power plant
marked the success of civil society organisations. However, the court ruling
was the catalyst of change.
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Local resistance to the above-mentioned BRI projects in different regions
again reversed the bargaining sequence of the two-level game. The domestic
audience demanded project renegotiations. However, it still rested on the
host government’s policy preference and Beijing’s analysis of the alleged
domestic constraints. Even though some of these projects have been back
on track after a short-term postponement, they have inevitably flared up
negative opinions on China, which contradicts Beijing’s strategic goals
in the region. The underlying cause of social resistance to BRI projects
is often a lack of domestic consensus. When societal actors have political
space to build national opinion against the project, authoritarian leaders
also compelled to calibrate domestic audience costs incurred to implement
the projects. As such, even though BRI investments could benefit the host
countries, projects without local support may trigger political instability in
the host countries and impose business risks for China (see Reeves 2016;
Jones and Zou 2017).

State-coordinated investments:
A double-edged sword

The convergence of interests between the home and the host countries
explains the BRI’s success. China could expand its political and economic
clout through spatial fix arrangements, utilising the transcontinental
infrastructure to resolve its overcapacity problem and stimulate domestic
growth (Sum 2019). By promising an inclusive globalisation (or a
community with a shared future for mankind), Beijing seeks to ‘establish
an integrated web of economic, social, and political ties along the Belt
and Road (Larson 2015, 345). A favourable external environment is
essential for China’s rise. Host countries are not passive actors in the BRI
partnership. Regardless of regime types, leaders claim that they retain offices
by performance legitimacy. Infrastructure investments are assumed to drive
economic growth by creating jobs and enhancing trade flows. Incumbents
who seek re-election assume new FDI can increase their popularity (see
Owen 2018). Compared to Western aid, Beijing’s ‘no-strings attached’
approach has made Chinese investments more appealing (Kinyondo 2019).
Despite these advantages, BRI projects have been prone to controversies.
First, mega infrastructure projects could increase the risk of debt distress
in weak economies (Bandiera and Tsiropoulos 2020; Hurley, Morris,
and Portelance 2018). Second, transparency, including project cost, scale
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and loan agreements, is the heart of the problem.* The government-to-
government projects often bypass a competitive bidding process (Lee 2017;
Taylor and Zajontz 2020; Zhang and Smith 2017). Corruption scandals
have exacerbated distrust of BRI agreements (Zhao 2014; see also Fife and
Chase 2018; Chong 2021). As such, it is not unusual that new political
leaders revisit BRI or Chinese loan agreements signed by their predecessors.
Incumbents have also called for debt relief amid the COVID-19 pandemic.

A state-coordinated investment project is susceptible to disruption if a leader
changed his/her policy preference. In Tanzania, the change of government
put the USD 10-billion Bagamoyo port and SEZ in limbo. In 2013, then
President Jakaya Kiwete signed a framework agreement to construct the
port during President Xi’s state visit to Tanzania in 2013. China Merchants
Holdings International was contracted to build and operate the port. The
construction commenced in 2015. In October, Kiwete was defeated by
John Magufuli in the presidential election. Perceiving the terms negotiated
by his predecessor as ‘exploitative’,” Magufuli swiftly suspended the project
in 2016. No agreement could be reached after rounds of renegotiations
(Barton 2023). The port remained suspended until the end of Magufuli’s
office in 2021.° Malaysia’s 2018 general election also caused instability in
BRI projects. Scandal-ridden prime minister Najib Razak was removed
from office after the election.” The BRI projects signed by Najib lacked
transparency. Critics also perceived that the controversial infrastructure
projects were linked to the troubled 1 Malaysia Development Corporation.
A strong presence for Chinese investments was debated in the election
(Kuik 2021b). Former prime minister Mahathir Mohamad led the
opposition coalition and won the 2018 election. After taking premiership,
he suspended several BRI projects, including the East Coast Railway Link
(ECRL), the Trans-Sabah Gas Pipeline and the Multi-Product Pipeline. He
vowed to renegotiate the ‘unfair’ project and loan agreements signed by
Najib. In 2019, he successfully reduced the cost of the ECRL by a third,
from USD 15.8 billion to USD 10.7 billion (Sipalan 2019). The two
pipeline projects worth USD 2.3 billion together were cancelled in 2018

4 See the discussion about BRI project transparency in Chapter 1.

5  The exploitative terms in the original agreement include a 99-year lease of the port and restrictions
on developing competing ports (Skidmore 2022).

6 President John Magufuli’s successor President Samia Suluhu indicated her interest in renegotiating
the project agreements with China (Skidmore 2022).

7 In 2009, Najib Razak established the 1 Malaysia Development Corporation (IMDB), a strategic
development company. The state investment fund was then traced to his personal bank accounts

(see Case 2017).



7.CONCLUSION

(Zainuddin 2021). Even the small island state the Maldives weighed in to
question the BRI agreements. The country’s debt to China was estimated
at USD 1.4 billion in 2020. Soon after taking office in 2018, President
Ibrahim Mohamed Solih reviewed contracts committed by predecessor
Abdulla Yameen, including several BRI projects (Ethirajan 2020). A hospital
construction in Male that initially cost USD 54 million and almost tripled
to USD 140 million also drew the new government’s criticism of ‘inflated
prices’ in BRI projects (Miglani 2018). The Solih administration worried
about the financial sustainability of the projects and exercised more scrutiny
in BRI cooperation.?

Even when a BRI project remains stable, the financial sustainability of the
agreements has become an alarming issue not only for the host countries
but China as well. The debt-financed BRI projects are expected to drive
economic growth. Before the COVID-19 pandemic, a number of BRI
countries had a high risk of external debt distress, for instance, Djibouti,
Ghana, Kenya, Laos and Zambia (The World Bank 2022). An economic
slowdown and a sharp increase in health expenditure amid the COVID-19
pandemic have worsened the financial situations in these low-income
countries. Repaying loans for the BRI projects is expected to compound
pressure on the borrowing states. Beijing has launched debt relief programs
for the BRI partners (China Africa Research Initiative 2021).” However, the
host countries’ inability to repay the loans would inevitably harm China’s
economic interests. Foreign publics in the host countries also generate
distrust of China’s policy intention in the state-coordinated investments.

Can the Build Back Better World (B3W) be an alternative to the BRI?
The B3W was announced at the G7 Summit in June 2021. The initiative
champions a ‘values-driven, high-standard, and transparent infrastructure
partnership’ for low and middle-income countries (The White House
2021). It is considered a US-led strategy to counterbalance the BRI’s
influence (Minghao Zhao 2021; cf. Rana 2021). At the time of writing,
little substantial information about the B3W has been released. However,

8  New Chinese construction contracts in the Maldives plummeted from USD 1,393.8 million in
2018 to USD 411.3 million in 2019 (Ministry of Commerce of the People’s Republic of China 2021).
9 Beijing joined the G20’s Debt Service Suspension Initiative (DSSI) to provide debt relief programs
in 2020-2021. The China Africa Research Initiative (2021) found that the China Export-Import
Bank and the China International Development Cooperation Agency suspended over USD 1.3 billion
of debt service in 23 countries. The Maldives, Tajikistan, Zambia and Kenya were among the
beneficiaries. In the Forum on China—Africa Cooperation, the debt cancellation program, amounting to
USD 113.8 million, could benefit Botswana, Burundi, Rwanda, Cameroon, the Democratic Republic
of Congo, the Republic of Congo, and Mozambique.
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analysts question whether the initiative that leverages private-sector capital
in areas of climate, health, digital technology, and equality could compete
with the BRI (Crystal 2021; Storey 2021). It seems that the B3W could
mitigate problems of overpriced projects and unfair loan agreements
that are concluded behind closed doors. However, the state-coordinated
BRI projects that could mobilise Chinese policy banks and state-owned
enterprises enjoy comparative advantages in the competitive market. The
value-driven B3W still inadequately addresses the problem of a lack of
investments in some of the underdeveloped countries that are troubled
by poor governance, human rights violations, and conflict. International
financial institutions and companies deliberately avoid investing in these
countries (Ado 2020). The BRI is not only more favourable but, for many,
the only option through which they could access investment funds. In this
regard, the B3W does not appear as a pathbreaking development approach
compared to the traditional World Bank-financing model in which good
governance is a condition for investment funds.

With or without the contest from the B3W, Beijing realises host countries’
pushback against the BRI. The grand strategy aims to cultivate a favourable
image for a new China-led world order. By promising a community with
a shared future for mankind, Beijing recognises that the BRI countries’
support is crucial to the initiative’s success. In the past decade, Beijing
has been reforming its business practices, including stepping up public
diplomacy and issuing more investment guidelines. Alongside the host
countries’ endorsement, societal actors’ receptiveness to Chinas grand
strategy is crucial to project implementation. The BRI is entering its second
decade in the 2020s. More data will be available for the future research
agenda on the BRI’s impacts on China’s international standing, and host
countries’ benefits and risks in the partnership.



Appendix: List of

Interviewees

Code

Affiliation/background

Interview date

Interview place

Chinese company staff (C)

co1 A Chinese state-owned enterprise August 2016 Yangon,
Myanmar

C02 | A Chinese state-owned enterprise January 2016 Yangon

Code | Affiliation/background Interview date Interview place

Journalist (J)

JO1 A local English media outlet January 2016, Yangon

January 2017

J02 A local newspaper December 2015 Yangon

JO3 A local magazine February 2017 Yangon

J04 A local magazine December 2015 Yangon

JO5 The Irrawaddy July 2015 Chiang Mai,
Thailand

JO6 An international press May 2015 Yangon

Code | Affiliation/background Interview date Interview place

CSO members and activists (N)

NO1 A transnational environmental June 2015 Yangon

organisation

NO2 | A national development organisation | August 2015 Mandalay,
Myanmar

NO3 | A national church organisation May 2015 Yangon

NO4 | Ethnic Community Development July 2015 Chiang Mai

Forum (Burma)
NO5 | A Yangon-based political education May 2019 Yangon

organisation

213



214

DEFYING BEIJING

Code | Affiliation/background Interview date Interview place
CSO members and activists (N)
NO6 | A Monywa-based community May 2019 Monywa,
organisation Sagaing Division,
Myanmar
NO7 | 88 Generation Peace and July 2015, Yangon
Open Society December 2015
and January 2017
NO8 | A Kachin peacebuilding organisation | July 2015, Yangon
December 2015,
January 2017 and
May 2019
NQO9 | An award-winning environmentalist December 2015 Yangon
N10 | A Mandalay-based environmental July 2015 Yangon
organisation
N11 A retired professor, University January 2016 Yangon
of Yangon
N12 | A Karen human rights organisation July 2015 Yangon
N13 | A Kachin women’s organisation June 2015 Myitkyina,
Kachin State,
Myanmar
N14 | A Kachin development organisation June 2015 Myitkyina
N15 | A Kachin development organisation June 2015 Myitkyina
N16 | A Kachin church organisation June 2015 Myitkyina
N17 | A transnational Kachin women’s June 2015 Myitkyina
organisation
N18 | A Yangon-based environmental January 2016 Yangon
network
N19 | A Yangon-based gallery December 2015 Yangon
N20 | A Yangon-based cultural organisation | December 2015 Yangon
N21 | A transnational non-governmental December 2015 Yangon
organisation on resource governance
N22 | A Yangon-based organisation on April 2016 Yangon
sustainable development
N23 | A Yangon-based organisation on March 2017 Yangon
sustainable development
N24 | A national developmental March 2016 Yangon
organisation
N25 | A national developmental July 2015 Mandalay
organisation
N26 | A Mandalay-based environmental July 2015 Mandalay

organisation
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Code | Affiliation/background Interview date Interview place
CSO members and activists (N)
N27 | A Mandalay-based environmental July 2015 Mandalay
organisation
N28 | A Yangon-based international non- March 2017 Yangon
governmental organisation
N29 | A Mandalay-based environmental June 2015 Myitkyina
organisation
N30 | A national writers’ organisation January 2016 Naypyidaw,
Myanmar
N31 | A Kachin community-based June 2015 Myitkyina
organisation
N32 | A Yangon-based policy advocacy January 2017 Yangon
organisation
N34 | A Yangon-based political analyst January 2017 Yangon
N33 | A Kachin development organisation July 2015 Yangon
N34 | A national lawyers’ organisation August 2015 not to disclose
N35 | A Mandalay-based capacity-building | July 2015 Mandalay
organisation
N36 | A national public policy advocacy May 2015 Yangon
organisation
N37 | A local activist January 2016 Mandalay
N38 | Anindependent researcher in February 2017 Yangon
resource governance
N39 | A Monywa-based ad-hoc network January 2016 Monywa
N40 | Anindependent activist January 2016 Monywa
N41 | A Yangon-based environmental January 2016 Yangon
research institute
N42 | A national lawyer organisation May 2015 Yangon
N43 | A pipeline watchdog January 2016 Sittwe, Rakhine
State, Myanmar
N44 | A cross-border organisation on July 2015 Chiang Mai
resource governance
N45 | A pipeline watchdog January 2016 Sittwe
N46 | Alternative ASEAN Network on Burma | January 2016 Bangkok,
Thailand
N47 | A pipeline watchdog July 2015 Yangon
N48 | A community-based organisation January 2016 Kyaukphyu,
in Kyaukphyu Rakhine State,
Myanmar
N49 | A pipeline watchdog July 2015 Mandalay
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Code | Affiliation/background

Interview date

Interview place

CSO members and activists (N)

N50 | A community-based organisation January 2016 Yangon
in Magway Division

N51 | A Rakhine social development January 2016 Sittwe
organisation

N52 | A Rakhine women’s organisation January 2016 Sittwe

N53 | A pipeline watchdog July 2015 Yangon

N54 | A Kyaukphyu-based youth January 2016 Yangon
organisation

N55 | Acommunity-based organisation January 2016 Kyaukphyu
in Kyaukphyu

N56 | A Rakhine social development January 2016 Sittwe
organisation

N57 | Acommunity-based organisation January 2016 Kyaukphyu
in Kyaukphyu

N58 | Aninternational human rights January 2017 Yangon
organisation

N59 | A Yangon-based organisation on May 2019 Yangon
sustainable development

N60 | Aninternational foundation May 2019 Yangon

N61 An organisation concerns responsible | May 2019 Yangon
business

N62 | A policy research institute May 2019 Yangon

Code | Affiliation/background

Interview date

Interview place

Politicians, government officials and think tank analysts (P)

PO1 The President’s Office January 2016 Naypyidaw
P02 | National League for Democracy January 2017 Naypyidaw
P03 | National League for Democracy January 2017 Yangon
P04 | National League for Democracy January 2017 Yangon
P05 | Arakan National Party February 2017 Naypyidaw
P06 | National League for Democracy February 2017 Naypyidaw
P07 | Anethnic party February 2017 Naypyidaw
P08 | A Yangon-based think tank on February 2016 Yangon
foreign policy

P09 | Aretired government official April 2016 Yangon
P10 National League for Democracy June 2015 Myitkyina
P11 National League for Democracy June 2015 Myitkyina
P12 A retired senior government official August 2016 Yangon
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Code | Affiliation/background Interview date Interview place
Politicians, government officials and think tank analysts (P)
P13 National League for Democracy April 2016 Yangon
P14 A retired government official April 2016 Yangon
P15 Retired Manager, Union of Myanmar December 2015, | Yangon
Economic Holdings January 2016 and
April 2016
P16 | A Yangon-based think tank on January 2016 Yangon
peacebuilding
P17 A Yangon-based think tank on January 2016 Naypyidaw
economic policy
P18 | A Yangon-based think tank on February 2016 Yangon
peacebuilding
P19 National League for Democracy June 2015 Yangon
P20 | A Yangon-based think tank on December 2015 Yangon
foreign policy
p21 National League for Democracy May 2019 Monywa
P22 | National League for Democracy December 2015 Yangon
P23 | National League for Democracy May 2015 Yangon
P24 | National League for Democracy February 2017 Yangon
P25 | Arakan National Party December 2015 Yangon
P26 | Arakan National Party January 2016 Sittwe
P27 | Arakan National Party January 2016 Sittwe
P28 | Arakan National Party January 2016 Sittwe
P29 | Arakan National Party January 2016 Sittwe
P30 | An ethnic party February 2017 Naypyidaw
P31 A government official August 2016 Yangon
Code | Affiliation/background Interview date Interview place
Villagers and workers (V)
Vo1 A copper mine worker May 2019 Letpadaung
copper mine,
Sagaing Division,
Myanmar
V02 | Acommunity-based organisation June 2015 Myitkyina
V03 | Acommunity-based organisation June 2015 Myitkyina
V04 | villager in the Myitsone dam area June 2015 Myitkyina
V05 | Avillage leader July 2015, May Letpadaung area
2019
V06 | Avillager in the copper mine area July 2015 Letpadaung area
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Code

Affiliation/background

Interview date

Interview place

Villagers and workers (V)

Myanmar pipelines

V07 | Avillager in the copper mine area January 2016 Letpadaung area
V08 | Avillager in the copper mine area May 2019 Letpadaung area
V09 | Avillager in the copper mine area May 2019 Letpadaung area
V10 A villager in the copper mine area May 2019 Letpadaung area
V11 Mine Worker Federation of Myanmar | May 2019 Letpadaung area
V12 Mine Worker Federation of Myanmar | May 2019 Letpadaung area
V13 Avillager in the copper mine area May 2019 Letpadaung area
Vi4 Avillager in the copper mine area May 2019 Letpadaung area
V15 A community-based organisation January 2016 Maday Island,
on Maday Island Rakhine State,
Myanmar
V16 A villager on Maday Island January 2016 Maday Island
V17 A villager impacted by the China- July 2015 Kyaukphyu
Myanmar pipelines
V18 | Avillager on Maday Island January 2016 Maday Island
V19 A villager on Maday Island January 2016 Maday Island
V20 | Avillager impacted by the China- July 2015 Kyaukphyu
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