A FAILING GRADE

BURMA'S DRUG ERADICATION EFFORTS

ANLTSEAN

BURMA



Copyright © 2004 by ALTSEAN-Burma
First published 2004 by Alternative ASEAN Network on Burma

Printed in Bangkok
November 2004

A Failing Grade. Burma’s Drug Eradication Efforts / ALTSEAN-Burma
Includes bibliographic references and index pp. 245 + xiii

ISBN 974 92433 4 8

Cover Computer Design by Sai Sur Harn

Book Design by Sai Sur Harn

Front cover photograph of CCDAC officials, Kokang authorities, and Western diplomats
destroying drugs in the Kokang Region, Shan State Special Region 1 in 2000.



Table of Contents

Executive Summary
Acronyms

Tables and Figures
Map of Burma

Map of Shan State

INTRODUCTION

Structure of the Report

Debating the Dynamics of the Drug Trade
Debating the Figures

PART I

Drugs and Politics in Burma

Rangoon’s Plea

US Certification of Burma’s Drug Efforts: The Issues
Drug Kingpin Act

PART Il

Dimensions of the Burmese Drug Trade

Ceasefires and Criminal Enterprise

Heroin: Production, Transit and Markets

Amphetamine Type Stimulants (ATS): Production, Transit and
Markets

Main Players in the Drug Trade

Main Narcotics Producing Groups

PART 111

Domestic Effects of the Drug Trade

SPDC Involvement in the Drug Trade: Three Degrees of Separation
Top Level Collusion

Middle Level Collusion

Low Level Collusion

Money Laundering and the Banking System

Health and HIV/AIDS

PART IV

International Effects of the Drug Trade
Terrorism, Narco-terrorism and Burma
North Korea: Brother in Arms

Xi
Xii

33
33
40
43

49
49
53
59

65
72

103
103
105
107
110
112
117

125
127
130



China: Titan Under Threat
The Indian Angle
Thailand’s Burden

Laos: The Silent Partner

PART V

SPDC Drug Eradication Efforts
Burma’s Drug Eradication System
The New Destiny Project

SPDC Law and Order Efforts
The Dormant Military

Land Rights and Rural Oppression

PART VI

International Assistance

United Nations Projects

WADP: Alternative Development or Alternative Reality?
Model Villages or Drug Lairs?

World Food Program: Feeding the Victims, Aiding the Perpetrators
Greater Mekong Subregion: The ADBs Backdoor
United States: The Big Prize

Japan: The Noodle Approach

Australia: The Middle Way Crumbles Underfoot

China: Deadly Serious

Thailand: The Helpful Neighbor

CONCLUSION
A Failing Grade

Recommendations
Chronology
Websites
Bibliography
Index

132
136
142
146

159
159
162
164
166
171

187
187
192
196
199
202
203
205
207
208
209

219

223
227
234
236
242



Executive Summary

Burma remains the world’s largest producer of illegal narcotics after
Afghanistan. The ruling military regime has long been suspected of some
form of collusion in the drug trade, either through direct participation or
disinclination to curb the activities of major drug producing syndicates. The
Burmese military, the Tatmadaw, have a long and deep involvement with
major narcotics producing and trafficking syndicates, which they utilize for
national security, corporate rent seeking, and personal profit. This report
finds little evidence that the current military government, the State Peace and
Development Council (SPDC), is serious about curbing the production and
export of narcotics from Burma. While there has been a decrease in the
production of opium-based narcotics, this has been offset by a dramatic rise
in the production of amphetamine type stimulants (ATS). These have caused
considerable social problems in neighboring Thailand; have begun appearing
in other Southeast Asian markets and Australia, and in increasing shipments
to the United States. Burma has also been designated a country of primary
money laundering concern and all of its financial institutions have been cut
off from the United States system due to deep involvement in drug profits.

In the past five years, changes to the drug trade in Burma have increasingly
affected regional countries that have experienced greater drug consumption,
adverse health effects and social disorder. Large-scale exports of processed
heroin to North American markets have been redirected, so that now nearly
80 percent of Burmese manufactured opiates are directed at and through
Southern China, causing an increase in crime and the spread of HIV-AIDS.
Production shifts have also been felt in Northeast India and Laos, and poppy
cultivation has increased in smaller areas in Southern Shan State, Northern
Karreni, and Kachin and Chin States.

Government eradication efforts in the past five years have produced great
suffering in opium producing communities; most of them located in the
Shan State. SPDC drug eradication projects emphasize the achievement of
‘drug free’ deadlines for communities and townships. Eradication projects
often forcibly relocate communities to lower land but fail to provide them



with alternative livelihoods and new infrastructure. 260,000 households, or
an estimated 1.2 million people on the opium zone, are facing starvation and
death by treatable disease because of a lack of infrastructure and access to
alternative incomes. Opium farmers are also subjected to harsh measures,
including extra-judicial killings and unlawful incarceration. Destroyed crops,
often the cash mainstay of the local community, are not compensated,
leaving already poverty stricken communities to face greater levels of hunger,
disease and desperation. These abuses take place in SPDC and United
Nations Office of Drugs Crime (UNODC) designated eradication zones.
Little is known of the conditions in non-designated areas, although
numerous reports claim that drug production continues with the connivance
and cooperation of military personnel.

This special report argues that cosmetic programs in Burma to curb the
activities of narcotics producers mask a process of systemic collusion that
seeks the appearance of stability over serious actions. The report outlines the
dynamics of the drug trade in Burma, government and international
assistance to eradicate drug production and the extent of collusion between
government and military figures with narcotics producers. It argues that
there is little likelihood that increased international assistance would be
beneficial at this time. The United States government has refused to ‘certify’
the Government of Burma (GOB) as cooperating in narcotics eradication
since 1989. This report finds no compelling evidence to increase assistance
unless the SPDC takes serious steps to curtail the activities of the major drug
producing groups, seeks to limit military involvement in the drug trade, and
pursues a rounded drug eradication program with a firm commitment to
human rights and genuine international oversight. The SPDC’s well-
publicized efforts to eradicate drugs in the past five years has become
another showcase of oppression, particularly against poor farmers in the
Shan State. It is time to rethink strategies for narcotics eradication in Burma,
but this should not mean sequestering the drug trade from the wider
dynamics of military rule in Burma.
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Introduction

Since the assumption of power of the State Law and Order Restoration
Council (SLORC) in September 1988, Burma has experienced a dramatic rise
in the production and export of illegal narcotics. Since 1996, opium and
heroin production doubled. In the years since there has been a steady decline
in opium production and the export of heroin. Far from being the result of
government and international efforts, this has been largely the cause of a
production and market shift, from opiates to amphetamine type stimulants
(ATS). The drug trade in Burma is conducted predominantly by Chinese
criminal organizations, protected at every step by ethnic militia armies with
links to transnational criminal networks. They are routinely and
systematically assisted by members of the Burmese Army (Tatmadaw) in a
network that has no official approval, but which is so widespread and deep
as to be systemic and multi-layered, from the troops on the ground to the
generals in Rangoon.

The ruling regime in Burma, the State Peace and Development Council
(SPDC), has embarked on a program of drug eradication and public relations
to prove to the international community that it is serious about eradicating
narcotics production. This is a dubious process, as the SPDC's efforts are
insignificant to what they could achieve if they were serious about narcotics
interdiction. What the SPDC desires for the drug trade in Burma is an
arrangement that satisfies both their ethnic militia allies in the mountains of
the country’s north, and the international community that it believes will
reward them for any major reduction with a resumption of international
development assistance. This is a transparent attempt at balancing domestic
and international pressure instead of showing determination to end the drug
trade.

The pursuit of international aid has been a consistent policy aim of the
military regime. The stalemate between those who withhold aid before the
SPDC enacts real political and economic reform, and those who direct aid to
Burma because of its grave humanitarian crisis, also affects the politics of the
drug trade.! Some commentators believe that the SPDC should be assisted
in narcotics eradication, as does the United Nations Office on Crime and
Drugs (UNODC)) and their major contributors to the programs.2 The
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opposite view contends that the military regime is so caught up in the drug
business, benefiting both as an organization and on an individual level, that
its moves to suppress the trade are not genuine. This side argues that the
regime should cease cooperation with the major drug producing groups and
demonstrate genuine commitment to address the effects of the trade before
the international community should resume aid.® There is now a standoff
that reflects virtually all debates about the country regarding the nature of aid
and international engagement.

This report argues that combating the drug trade would best be achieved
through a more open political system that benefits the Burmese people and
grants the ethnic groups which live in main drug producing areas more
recognition and a greater role in the running of their affairs. The argument
that drug policy and politics should be seen as separate issues is not a viable
strategy. Drugs and politics have been intertwined in Burma for decades, and
drug production has been utilized by the state, anti-government forces, and
the private sector to pursue political, economic and social agendas. Only
when the SPDC pursues effective programs to limit the activities of major
drug producing militias and end the involvement of state actors should
international assistance be resumed on a gradual reward based system. To be
successful, any sustainable drug policy in Burma must take a long view in
conceiving strategies for a process that will likely take decades. The short-
term gains that characterize SPDC and United Nations projects should be
replaced with long term thinking toward alternative livelihoods for opium
growing communities, and participatory development instead of top down
projects designed to please Burma'’s international critics and attract donors.

Structure of the Report

The report begins with an overview of the drug debate in Burma, presenting
the central arguments of the dynamics of drug production, international
assistance, involvement of state and non-state actors, and whether the drug
trade is a social policy issue or a political problem. This section also includes
an overview of the main trends of the drug trade, using United Nations and
United States Government (USG) figures to explain the decline in opium
cultivation, but also the controversy over the use of the figures.
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Part | looks at the drug debate in Burma and within the international
community over assisting the SPDC in their eradication and development
projects. It overviews the attempts by the SPDC to remove the ban on
assistance from the US government and convince the international
community that the regime is serious about eradication. It argues that despite
shortcomings in the US certification procedure, this policy should be
maintained to pressure the regime into pursuing more genuine counter-
narcotics policies. Part 11 provides an overview to the dynamics of the drug
trade in Burma, including trends in the production and transit of heroin and
methamphetamines. The main actors and groups suspected of involvement
in the drug trade are listed. Part 111 looks at the domestic effects of the drug
trade on Burma, including the level of military complicity in protecting and
profiting from the trade, the extent of money laundering in the financial
system, and the spread of HIV/AIDS as a result of drug abuse.

Part 1V is concerned with the international effects of the drug trade,
including Burmese narcotics producer’s links with international organized
crime, terrorist networks and rogue states such as North Korea. The direct
political, law and order and health effects on Burma’s neighbors, China,
India, Thailand and Laos are also investigated. Part V presents the SPDC'’s
drug eradication efforts through government departments and its ambitious
15-year eradication scheme. It assesses the role of the military in drug
eradication and the deleterious effects on land use in Burma as a result of
military rule, civil war and eradication efforts. Part VI looks at the current
funding and assistance by the international community, particularly United
Nations projects, through the UNODC and the World Food Program
(WFP), and key donor states such as the United States, Japan, Australia,
China and Thailand.

This report is the result of several field trips to the Shan State of Burma,
Thai-Burma border and Northeast India, as well as numerous interviews and
consultation with NGOs, non-state actors in Burma and along the border,
and a number of government officials in Thailand and India. The report
primarily uses open sources; most of them listed in the appendices. It is
designed to provide a comprehensive overview of the drug trade in Burma
and show why current SPDC efforts are below the benchmark required for
sustainable eradication across the country. The drug trade is a complex issue
that affects many other sectors of the country. Issues of political and
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financial reform, regime corruption, social corruption and health, forced
labor and relocations, human rights abuses and the still postponed process of
peaceful reform and national reconciliation, are all exacerbated by the drug
trade. By investigating the effects of the drug trade on Burmese society in
general, it provides a more rounded picture of the current regime’s failure in
narcotics eradication.

Debating the Dynamics of the Drug Trade

The debate over the drug trade in Burma rests on two polarized arguments.
The first is that the drug trade should be de-politicized and eradication
efforts should not be subject to sanction by the international community.
Eradication efforts are as much concerned with poverty alleviation and
development as law and order, and as such should receive greater
international assistance. The second position argues that the drug trade in
Burma is inexorably linked with politics, ethnicity, the economy and a
decades-long civil war. Any efforts to solve narcotics production should be
pursued in tandem with a political solution involving major societal
stakeholders. The current debate over the drug trade in Burma does need to
go beyond these polarized arguments. Yet seeking more ‘nuance’ should not
translate into a vehicle for increased aid. Failed aid projects - more to do
with structural inadequacies in the Burmese state and SPDC pressure on
implementation agencies than with shortfalls in international funding - are
partly to blame for the current humanitarian crisis and more aid, if it is not
adequately directed, is not necessarily the answer. This report finds that
having a more open and detailed debate about the drug trade should be
pursued, but must be designed to instruct greater international narcotics
eradication aid when the time to resume that aid is right. However, now is
not the right time. The sections below outline the main arguments in this
debate.

Drugs and Politics

The major reason the SPDC does not want to politicize the drug debate is
that it knows that narcotics production is deeply embedded in notions of
ethnicity, territoriality, disenfranchisement, history and greed. Opium has
fuelled and prolonged civil conflict in Burma since the 1950s, and Burmese
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military regimes have been an actor, not an antagonist, in the trade. The only
sustainable way to eradicate narcotics production is the development of
border regions and a solution to the civil war, which resolves the
autonomous aspirations of all ethnic groups. The current ceasefire structures
are temporary solutions, not sustainable ones. The emerging mini-polities in
the border regions - many of them supported by drug profits - are seeking
greater aid and investment. However, without a multilateral solution to
Burma’s political future, they will not be sustainable. Effective counter
narcotics programs must be seen as primarily a political project.

The United States government recognized this in the late 1980s, when its
fifteen-year US$86 million aid program was suspended following the
suppression of the 1988 pro-reform uprising. The US General Accounting
Office (GAO) argued that any aid program would be limited unless “the
Burmese government (1) seeks a political resolution to the ethnic
insurgencies, (and) (2) pursues policies that encourage development in the
opium growing region.”4 The most astute observer of drugs and conflict in
Burma, journalist and author Bertil Lintner, states clearly that “(no) anti-drug
policy in Burma has any chance of success unless it is linked to a real political
solution to the civil war and a meaningful democratic process in Rangoon.”s
The SPDC needs to begin consultation with ethnic groups at all levels of
society in a peaceful and constructive dialogue that seeks possible solutions
towards achieving peaceful development. Ceasefire and non-ceasefire
groups, local communities and organizations, need to be included in a
consultative process that is mutually empowering.6 Top down eradication
methods, which ignore the deep political nature of the drug trade, cannot
succeed in the long run.

The April 2004 International Crisis Group (ICG) report, while calling for
increased engagement with the SPDC, acknowledged the politicized nature
of the drug trade in Burma, seeing it as “a significant obstacle to political and
economic liberalization.”” Another ICG report in September of 2004 called
for the international community to increase aid to border areas, including
areas under control of ceasefire groups long suspected of involvement in the
drug trade.8 By failing to outline the moral and material hazards involved in
development projects in drug producing regions of Burma, international
donors and NGOs are seeking to separate aid programs from the wider
political impasse in the country.
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The late Chao Tzang Yawnghwe, a notable Shan leader and intellectual,
argued that poppy replacement programs are not sufficiently cast in a
political framework, and that recognizing the deep political nature of drug
production in Burma will better assist efforts to end the trade. He said: “Its
eradication will require substantial political reform accompanied by socio-
economic development measures that will require good governance,
transparency, the rule of law, and functional state-society relations.”® By
eschewing ‘deadline fever’, the SPDC could embark on a realistic, long-term
eradication program that would produce more positive results and be a force
for peace more than an investment in future conflict and instability.

The Greed versus Poverty Debate

UNODC Burma country representative Jean-Luc Lemahieu claims that
“opium is about poverty and yaa baa (ATS) is about greed.”10 The cultivation
and sale of opium at the ‘farmgate’ stage is certainly about poverty, but
seeing as much of it is eventually transformed into heroin it eventually is
about greed. As pithy as Lemahieu’s statement is, it distances the facts from
the debate. Opium is about necessity, to survive for the peasants who grow
it, to make money to buy weapons and build roads for the militias who
protect it, and another tool of leverage for the Burmese military to divide
and manipulate ethnic aspirations in the hinterland. The fact that many labs
processing heroin also manufacture ATS should alert the UNODC to the
essentially greed-based nature of most narcotics production, and that
UNODOC ‘partners in development’ projects are major ATS producers. The
fact that greed is tied to poverty-stricken communities makes the whole drug
trade political. Simplistic dichotomies such as this conceal the complexity of
the drug trade, and seeing it as a simple developmental project is an
approach that the UN and their INGO partners seem willing to take in
isolation from the bigger picture.

This statement by Lemahieu also demonstrates the failure of the
UNODC Burma office to take action on methamphetamine production,
despite the agency ringing alarm bells about the growth of ATS being the
world’s major drug problem and naming Burma as the region’s biggest
supplier.1t Estimates of annual income from the drug trade are contentious
and almost impossible to accurately gauge. Jean-Luc Lemahieu claims that
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UN figures of gross annual income generated by the drug trade in Burma is
approximately US$540 million.12 The previous year the value was estimated
by the US Government as anywhere between US$700 million to $1 billion.13
In the 2004 opium survey, the UNODC estimates that the ‘farmgate’ value
of opium production in Burma was 74 billion kyat (US$87 million), or
roughly one percent of Burma’s gross domestic product (GDP).14 The price
of opium has risen dramatically in the past year because of a decline in
cultivation, a trend that the UNODC claims “could act as strong incentives
for farmers to expand opium production next year.”15

Growing opium may start with the poverty of the farmers, but the drug
trade is conditioned on greed, and the control over territory, people and
markets that these profits accrue. The debate also assumes that there are no
other actors between the desperate farmer, who must be helped, and the
faceless Chinese drug lords, who must be blamed. In Muse on the border
with China, there are assumed to be four other categories of players in the
drug trade. First, “(f)inanciers who own refineries and whose principal
markets are outside the country, secondly, (b)rokers whose job is to locate
distributors for each community, third, (r)etailers pushing drugs to addicts,
and last, (d)ealers in precursor chemicals.”16 Such a complex trade employs a
host of participants, from the thousands of farmers, the middlemen and
protection providers, and then the scores of criminals involved in the
manufacture, transit and sale of narcotics to global markets.?

In an interview in 1995, the former Chairman of the Shan National
Congress, Sao Gun Yord, outlined the five operational mechanics of the
drug trade in Burma.

Opium production is done by the Shan farmers,

Buying and selling is done by the traders,

Transportation is arranged by ceasefire groups and militias,
Safety passes are issued by the Burmese authorities; and,
Taxes are imposed and collected by the Resistance.18

e e

The ‘resistance’ are those groups which oppose military rule, but continued
resistance by non-ceasefire Karen, Karenni and Shan groups are not funded
by proceeds of the drug trade, nor, in the case of the Karen and Karenni,
have they ever been funded by narcotics profits. Poverty, politics and local
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power are all part of the complexity of the drug trade in Burma, and only
when viewed as the interplay of multiple agendas can strategies to end the
drug trade be developed.

Are eradication efforts succeeding?

It is clear from the official figures that opium production in Burma has
undergone a remarkable downturn. This has been the result of work done by
the UNODC, the SPDC’s Central Committee for Drug Abuse Control
(CCDAC), and ceasefire groups that have undertaken eradication programs
and initiated drug free pledges to the government. Yet these efforts are not
the only reason for the decline. Claiming that heroin production in the
Golden Triangle could be nearing its end is premature. A market shift from
opiates to ATS is one reason that eradication has been successful, but a
gradual reduction, which manages to please the SPDC, neighboring countries
and the ceasefire groups, is being pursued.

As the 2003 opium survey by the UNODC made clear, the ‘balloon
effect’ is happening even inside survey areas, with decreases in some areas
and increases in others. In the 2003 survey, with a much-trumpeted 24
percent reduction, little was made of a 21 percent increase in the Wa special
region.1® In 2004, the UNODC declared that an ‘overall’ decline of 29
percent of cultivation was another positive gain, yet the annual survey
actually states that there was a major decline only in Northern Shan State.
The other three major opium-growing zones experienced limited reduction,
static results, or an increase in opium cultivation. Surveys were conducted in
Kachin and Chin States and Sagaing Division, but these were limited in
scope, resources and produced little concrete evidence. No survey was
conducted in Karenni State, despite evidence to suggest that opium
cultivation in the Northern part of Karenni was on the increase.

Self-congratulatory pronouncements about complete eradication are
premature and pitched more as a funding exercise than a reflection of real
trends. Even United Wa State Army (UWSA) officials have stated bluntly in
the past that if eradication efforts do not succeed they will return to opium
cultivation. A Wa liaison officer, Khin Maung Myint, told foreign journalists
at the start of the project, “If these (alternative income) ventures do not
succeed financially, we will definitely return to growing opium.”20 In
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desperate times many farmers will return to cultivating opium for survival,
and the UNODC takes credit for reductions but no responsibility for the
human consequences.

There is currently no independent assessment of the eradication project
being undertaken in Northern Shan State, the main area of the SPDC’s
efforts. Routine allegations that Burmese authorities use strong-arm tactics
to force farmers to destroy their crops by certain deadlines, plant alternative
crops that are unsuitable for local conditions, and that the projects target
some areas while ignoring ‘protected’ zones are worrying trends. Other areas
of the Shan State are yet to be targeted, and reports indicate that planting is
spreading to areas in the South, and are also being situated in harder to
detect locations. According to the Shan Herald Agency for News report on the
eradication efforts, one farmer was told to “plant on the nape of the neck,
not the forehead”, by a Burmese army officer. This would convince
international observers that targeted areas had been cleared of opium
production.2t The emphasis on the Shan State also obscures positive work
being undertaken by some ceasefire groups to reduce drug consumption and
opium cultivation, particularly by the Kachin Independence Organization
(KIO) in Kachin State and the Shan State Army-South (SSA-S).22 It also
diverts attention from spreading drug production to the Indian border and
along the Karen State-Burmese border. A more systematic and independent
survey of the SPDC and UNODC projects should be mounted to assess the
progress of the regime’s efforts before these programs are expanded.

Should the SPDC’s efforts be rewarded?

It is clear that elements within the SPDC and state bureaucracy are
committed to narcotics eradication. Members of the police force and other
sections of the bureaucracy are pursuing policy that is aimed at interdicting
the networks of drug production, and many health officials are trying hard to
stem the growing tide of drug addiction and HIV infection. Not all elements
of the Burmese counter-narcotics system are corrupt, ineffective and
insincere. Yet efforts are still below the benchmark good enough to deserve
renewing any aid. Frequent seizures of narcotics by joint counter-narcotics
taskforces are not matched with serious efforts aimed at curtailing the
activities of major drug protection militias. The allocation of regime
resources to pursue drug eradication projects is inadequate for a sustainable
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program. Communities will continue to suffer the effects of forced
eradication unless there is a comprehensive plan written and a project
pursued which grants rights and agency to local communities.

The UNODC acknowledges that the SPDC can do better. Jean-Luc
Lemahieu stated that to keep getting better at drug eradication the situation
“demands added effort from the government.”23 Some perspectives argue
that the imposition of economic and political sanctions on the regime erodes
the ability to allocate sufficient resources to combating the drug trade and
stymies the SPDC’s genuine efforts.24 This argument has some merit, but
what it avoids is that sanctions were imposed because of systematic human
rights abuses, the suppression of a peaceful pro-democratic movement, and
the lack of progress on political and economic reform. Sidestepping this
reality would result in drug program funding that does not have any
guarantee that human rights abuses would be avoided. This report argues
that current SPDC efforts are designed more for public relations than the
sum of their capabilities. It is clear that the SPDC can do more, both in real
terms and in demonstrating sincerity that gradual, peaceful drug eradication
is a positive outcome for rural communities.

The Wa people have been unfairly blamed

It has been argued that demonizing the Wa people is erroneous and
counterproductive. This report agrees that the Wa people should not be held
completely responsible for the drug trade in Burma, nor should they be
subject to simplistic caricatures as a “Speed Tribe.”25 The Wa people have
been adversely affected by decades of poppy growing and conflict in
Northern Shan State, and were largely neglected by development projects
and central government assistance until after the ceasefire of 1989.26 Tens of
thousands of Wa and Lahu people were forcibly displaced from Northern to
Southern Shan State between 1999 and 2002. Thousands died from disease,
the rigors of the journey and establishing new settlements. Further forced
relocations from elevated ground to lower fields have also been conducted in
the Wa Special Region to deter opium cultivation. “We had no choice but to
move. (S)ince then we have hardly been able to eke out a living and many of
us have become ill with malaria.”27
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The Wa people should be viewed independently from their nominal
political overlords and given equal treatment during considerations for aid
and assistance from the international community. Sustainable development
in the Wa areas should be a long-term goal of opium eradication.

However, to divert attention away from an organization that is one of the
major actors in the regional drug trade is dangerous. The United Wa State
Army (UWSA) has been listed by the USG as Southeast Asia’s largest
narcotics producing and trafficking organization. The Thai Army routinely
apprehends or kills members of the UWSA either on the border or inside
Thailand with large amounts of narcotics. To argue that the UWSA is not a
major player in the drug trade is a dishonest and shortsighted approach.
What should be emphasized is that the UWSA is not the unitary, structured
organization that many people presume, and many officials may operate
independently in the drug trade. As the Wa ‘state’ expanded from the
Northern Shan State to Southern Shan State along the Thai-Burma border,
the opportunities for outlying commands to increase their involvement in
drug production presented themselves.28

Wei Hsueh-kang, often cited as a key figure in the Golden Triangle drug
trade (and an ethnic Chinese, not Wa), is the exemplar of this. The split
between the Northern and Southern commands also demonstrates that while
the top USWA leadership may be genuinely seeking a reduction of narcotics
production, many in the Southern Command are commercially motivated,
and drug production is a major source of their income. Pao Yuchang, the
UWSA leader, claims never to have met Wei Hsueh-kang, although they did
for a time *“communicate by telegraphic wire”, and claimed that the matter
was “between Wei Xiegang (Wei Hsueh-kang) and Thailand. This doesn’t
have anything to do with the Wa people.”2

The Wa people, forcibly displaced from their land and ordered to grow
opium one year and then not the next, are caught in the middle of a political
contest between the UWSA and the SPDC.30 It is true that too much
emphasis on the Wa has concealed the involvement of other actors, amongst
them the Kokang group of Phone Kyar Shin, many of the Lahu militia
directed by the SPDC, Pa-O, Kachin, Palaung, Shan and other actors in the
drug trade including ceasefire groups, the pro-SPDC Karen group the
Democratic Karen Buddhist Army (DKBA), and other private merchants.3!
It is certainly the case that the main profit level of the drug trade resides with
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ethnic Chinese organized crime networks that smuggle narcotics from
Burma to regional and international markets.32 Yet the UWSA is the main
‘muscle’ in the trade. The role of the UWSA leadership in narcotics
production has been downplayed to better portray top leaders such as Pao
Yuchang as a suitable partner in development projects. Doubts remain as to
the sincerity of the UWSA leader to achieve his increasingly unlikely call for
a total ban on opium cultivation in the Wa area by 2005.33

To blame the trade on a handful of unidentified ‘ethnic Chinese
merchants’ ignores the reality that the drug trade has many actors, not just a
handful of drug barons. The well known Wa leader (and hereditary Prince)
Maha San of the Wa National Organization (WNO, a non-ceasefire armed
group), states clearly that, “if we want to stop opium growing...we need a
political settlement in the whole country, not just with the Wa.”3
Widespread Chinese involvement in the drug trade at many levels is due to
the organized crime networks that order and distribute narcotics through the
region. One of the consequences of closer ties between China and Burma
has been unchecked migration of increasing numbers of Chinese into Shan
and Kachin State, increasing the density and reach of Chinese diaspora
networks in which drug smugglers can evade detection. This migration has
been aided by the military regime in order to appease China, their major
patron in weapons and diplomatic support.3s

Burmese army involvement

Since the ceasefires of post-1989, there have been numerous allegations that
members of the military regime have been profiting personally from the drug
trade, and directing drug profits to state weapons purchases. Proponents of
greater engagement with the SPDC and increased counter narcotics aid argue
that there is “no smoking gun” for regime involvement.36 Hard conclusive
evidence is unlikely to be produced, but this doesn’t change the fact that
Burma is one big smoking country. There is no grand conspiracy by the
SPDC to assist the drug trade. The SPDC and Tatmadaw as institutions are
unlikely to control production, distribution and smuggling of opiates and
ATS throughout the country, but they have a symbiotic relationship with the
major producers. What these key institutions do is maintain a political and
economic system that makes the production of narcotics easier. For the sake
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of national stability they do not adequately confront large narcotics
producing militias or adequately curb their activities. The leaders of major
narcotics producing groups are regularly feted as ‘leaders of national races’
and their past or present activities played down by the regime. Retired drug
lords are permitted to do business and live freely in the country, without fear
of arrest or extradition. Members of the SPDC maintain personal business
links with drug producers and enrich themselves personally through
investments in real estate, manufacturing, transport, and tourism projects.
Army units regulate drug activities in their area of operations for localized
fund raising.
BORDER DRUG PRODUCTION

Burmese Wa army the culprits

Watanachai clarifies
remark; junta denial

Wassana Nanuam
Achara Ashayagachar

he United Wa State Army is the
group producing drugs in military
amps along the border and is expanding
woiduction to the borders of other neigh-
bouring countrics, Deputy  Army
_ommander-in-Chief Watanachai
Chaimuanwong sai sterday.
Clarifying hi ‘ment of Saturday
that drugs were being made in Burmese
military camps, Gen Watanachai said

yesterday that he was referring to the
Wa. They had their own military camps
and also served as soldiers in the Burmese
army. -

“I consider that Wa soldiers are Bur-
mese soldiers,” Gen Watanachai said,

“The Burmese government gives the
Wa self-rule and use the Wa as soldiers
— what we call Burmese soldiers of the
Wa ethnic group. Nevertheless, they are
Burmese soldiers and 1 would not be
wrong to say so.”

The deputy army chief also said army
intelligence confirmed that the Wa had
expanded their drug operations to the
borders of other neighbouring ¢~
but declined to say which.

Army sources identified them as La
and Cambodia. They said the Wa wer
producing methamphetamines near the
borders with Thailand. Some Lao anc
Cambodian soldiers were involved.

The Associated Press yestp
reported that the Burmese jur!
there were drug factories ins®
camps and that it
were stunned b
ments, made
versity semf

From the Bangkok Post, 9 December 2002.

Involvement of Burmese army personnel, whether it be part of an unspoken
‘shadow’ policy from Rangoon designed to maintain stability, or the product
of personal corruption, is an inescapable reality at all levels of military rule.
The UNODC has admitted this, recognizing that “military, or local
authorities...or responsible people” are involved, although stopping short of
asserting either way the involvement of regional military commanders
because of lack of evidence.3” Retired executive director Antonio Maria
Costa stated that, “There has been in the past evidence of some relations, or
links, between those in power in Myanmar and narcotics traffickers. There is
no such evidence today.”38 Given that the same individuals are in power in
both the regime and the major narcotics producing groups, and the Burmese
army still operates in opium growing areas, acknowledgement of past
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involvement points to continuing involvement. Until the SPDC makes
greater progress at stamping out corruption in its ranks, from the bottom to
the top, no aid should be forthcoming. The stigmatism of deep
institutionalized involvement must be addressed by the SPDC and concerted
steps taken to end speculation of the military protecting the trade.

SPDC aggrieved by US Certification process

Some critics contend that the United States, through its strong policy, has
squandered opportunities to influence the SPDC. One observer stated that
“by promising that certification would be granted and then failing to deliver,
it made the SPDC feel betrayed by the United States.” In the regime’s eyes
the US had misled them on the issue. As a result, the US “lost leverage and
credibility” with the regime, according to the Western observer based in
Rangoon.3® This is a view supported by pro-engagement commentators such
as Professor David Steinberg, who claim that the USG isolation of the
SPDC has seen a rise in narcotics production, HIV spread and other
diseases.40 Pro-engagement lobbyists contend that drug certification is based
more on judgments of human rights abuses and the treatment of Daw Aung
San Suu Kyi than an objective assessment of drug eradication efforts. This
may very well be true, but there are parallels between the deplorable state of
human rights abuses against the majority of the population, and the
shortcomings of drug eradication that also produce egregious human rights
abuses.

The suffering farmer as hostage

Opium farming communities in eradication areas are suffering from the
effects of poor planning, lack of crop alternatives, and inadequate
government services and aid from their own local leadership. In the Kokang
area of Shan State Special Region 1, thousands of civilians left their homes in
search of food and employment after a brutal project by the SPDC and
Kokang authorities to destroy the plots of opium farmers ahead of the 2003
ban. Clinics were closed and schools experienced a sharp decline in
attendance as people traveled in search of food and employment.4t The
authoritarian nature of SPDC crop replacement projects have promoted
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deadlines as more important than long term sustainable projects that provide
alternative livelihoods to communities.42

By downplaying the deleterious effects of government actions, the UN
agencies and NGOs involved are complicit in the human rights abuses
perpetrated during eradication campaigns. The entire rural sector of Burma
suffers, not just opium farmers. By promoting the plight of farmers to lobby
for aid, its proponents are ignoring the plight of millions of other Burmese
citizens who receive no aid and are at the daily mercy of the Tatmadaw and
ceasefire militias. The UNODC, surveys by UN and Japanese needs
assessment teams, plus many visitors to the areas, claim that the targeted
communities in Kokang and Wa areas, hundreds of thousands of people,
face serious food shortages and lack of alternative livelihood. Common
estimates claim that poppy-farming households whose crops have been
forcibly destroyed face serious food shortages for six months of the year.4
These communities represent a fraction of the estimated two million people
involved in opium cultivation who stand to face similar hardships in 2005
when the total ban comes into effect.

This report acknowledges that farmers in crop eradication areas are facing
a dire cycle of poverty, hunger, displacement and death. The international
community and the UN has responded to this situation with aid through the
UNODC and World Food Program (WFP), but it must be stressed that this
responsive attitude plays into the hands of the SPDC and local ceasefire
groups who have themselves manufactured the crisis through coercive and
violent tactics. Behind the scenes of the looming humanitarian crisis are
scores of INGOs, who stand to gain lucrative contracts to operate in these
regions, with a dozen already operating extensively to support SPDC and
UNODOC initiatives. For donors becoming increasingly frustrated by the
inability to institute programs because of the political deadlock, premature
engagement without the active participation of on the ground, local civil
society groups, would produce more suffering for the population. As
evidenced by the ‘creation’ of the present humanitarian crisis in Kokang and
Wa, enforcing bans but failing to provide sustainable livelihoods for
community produces catastrophe.

One often-overlooked part of the drug debate is that SPDC
announcements rarely, if ever, talk about the rights and conditions of
farmers. The UNODC has justifiably expressed concern over the pace of
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poppy eradication and sustainable alternatives for farming communities.44
Demonizing farming communities is also counter-productive. Poppy farmers
are not drug dealers; they are poverty stricken communities with very little
central government infrastructure like schools, clinics and electricity. Average
annual income per household was calculated in 2003 to be between US$185
and $232 per household, with one recent survey claiming that of a US$232
income, $159 is derived from opium cultivation.4s This represents a 69%
budget loss from the cash crop being forcibly eradicated, a serious blow to
most regional households.

The UNODC has been warning of the looming humanitarian crisis for
several years, much of it caused by unrealistic deadlines, but it still continued
to cooperate with the SPDC on attaining these targets.46 It also causes
projects to respond to food shortages and income shortfalls with poverty
alleviation projects, not the ‘alternative development’ that was originally
planned. The direct result of failed crop replacement projects will be greater
suffering by Wa and other ethnic nationality civilians.4” Criticizing the
international community for withholding aid is blame shifting when the
cause of the famines are manufactured by the SPDC and their unrealistic
deadlines. The suffering farmer is being used as a vehicle to attract more aid
without consideration of the effects more reductions will have on these
communities.

Debating the Figures
Yearly reports released by the UNODC claim a steady success story in
narcotics eradication in Burma. In June 2003, Antonio Maria Costa, the
executive director of the UNODC, stated, “If the current reduction of
opium cultivation is sustained, the Golden Triangle could well become a
minor source of narcotics in the next few years.”48 While a credible claim,
and one that could be justified by a cursory glance at the trends, this sort of
pronouncement is dangerously premature. Reductions in cultivation have
often led experts to forecast a permanent downward trend. Testament to the
resilience of the Burmese drug producers, they always rise again.

In 2004 the optimism was more guarded, and the humanitarian effects of
dramatic reductions was more prevalent than upbeat news of dramatic
downturns. “If we do not provide for the basic human needs of farmers in
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Myanmar, they will never escape the vicious circle of poverty and opium
cultivation. The opium communities will remain vulnerable to human rights
abuses, human trafficking and forced relocation”, Costa claimed at the
launch of the opium survey in Brussels.4 While the UNODC reports have
some merit, due to the constraints of their mandate and their less than
trustworthy partners in narcotics eradication, their opium surveys and
predictions must be accorded more scrutiny.

The UN drug eradication system in Burma has always suffered from
questionable credibility. This is partly a result of having to work under the
constraints of their mandate through the SPDC and in cooperation with
police and military officials suspected of involvement in the drug trade, but
also as a result of blind faith in their methodology and reports that do not
always include the broader picture.50 Bertil Lintner has long criticized the
optimism of the UN drug eradication system. “They are useless bureaucrats
and the quality of their work is not surprising.”5! Sao Sengsuk, the President
of the Shan Democratic Union, dismissed the 2004 survey as “just an
account put together by people who went to the ground only once in a blue
moon.”52

Trends and Downturns

Looking at trends in cultivation and production of opium, there as been a
steady decline since Burma’s peak opium growing season in 1996 when the
country was the world’s largest supplier of opium and heroin. Burma now
ranks a distant second to Afghanistan, but outpaces by far the rest of the
world total in the cultivation of poppy and the production of opium (See
Table 1.1). In the 2004 opium survey, the UNODC claimed a triumph of an
overall 29 percent reduction in Burma, from the 2003 decline of 24 percent.
Most of the drop in cultivation comes from Northern Shan State, including
the Kokang region, which experienced a decline from 19,600 hectares in
cultivation in 2003 to 6,000 hectares in the 2004 season. The other survey
zones in the Shan State remained largely static. In Southern Shan State the
figure stayed at 10,500 hectares. In the Wa Special Region it dropped from
20,400 to 16,750 hectares, although the survey makes no mention of the
previous years 21 percent rise in cultivation. In Eastern Shan State where
travel is extremely difficult and fighting between a range of groups continues,
detected opium cultivation increased from 6,700 to 7,750 hectares.53
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The 29 percent national reduction was achieved through the dramatic
experience of Northern Shan State. If one were to concentrate on the
performance of the other three survey zones, then the average decline would
only have been between eight to ten percent, taking into account the ‘steady’
decline, stasis or increase in other parts of Shan State. Serious doubts also
remain as to the effectiveness of the UNODC surveys in the Western border
regions, due to their limited survey sites and many difficulties of access and
information (see below). Reliance on the CCDAC figures for Karenni State
is also a serious shortcoming, and despite the security concerns, the
UNODC should have lobbied harder to undertake a survey in this area and
respond to reports that claim that opium cultivation is on the rise. The
egregious human rights abuses and continuing conflict in many of the areas
under review are never taken into consideration however.

Figure 1.1: Global Opium Poppy Cultivation and Opium Production, 2003
Opium Poppy Cultivation

Afghanistan (80,000 ha) I 7%
Burma (62,200 ha) I 7%

Rest of the World (26,400 ha) 16%

Opium Production

Afghanistan (3,600 mt) I 76%
Burma (810 mt) I

Rest of the World (355 mt) 7%

SOURCE: United Nations Office on Drugs and Crime, World Drug Report 2004, Vienna: UNODC, June
2004: 67.

Yet the UN agency did make a strong appeal for assistance in helping
farmers displaced by rapid eradication, with Jean-Luc Lemahieu using
dramatic figures of two million being affected by eradication in the coming
year. The UNODC country head promoted the agencies Kokang Wa
Initiative, which seeks to provide alternative development projects to an
estimated 540,000 people, although he complained that because of sanctions
and budget shortfalls, the US$26 million program could only cover half the
population of the area. Lemahieu compared Burma with Afghanistan, which
experienced a dramatic rise in cultivation after the fall of the Taliban, and
warned that if alternatives were not reached then cultivation in Burma would
experience a similar resurgence.5
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In terms of yield, the UNODC claimed that production in Burma had
declined by 54 percent, to an estimated 370 metric tons of opium compared
to 810 tons in 2003. The UNODC still refers to these figures as ‘potential’.
There is no way to accurately gauge the yield of opium, only a way to reflect
broad trends. As an economic consequence, the ‘farmgate price’ of opium in
Burma increased by 80 percent to an estimated US$234 per kg.

While the SPDC and UNODC claim that the overall reduction is in main
part due to eradication efforts, the decline in poppy cultivation over the past
several years can also be explained by three crucial counter-factuals. First,
adverse weather conditions in the late 1990s and again between 2003-2004
that destroyed much of the crop in Northern Shan State. Eradication efforts
account for only 21% of the reduction reached. The rest of the crop lost was
due to weather conditions or disease. This suggests that 79% of the crop in
the survey area of 2003 could potentially have reached the market if the
weather had been less harsh. The severe drought in Northern Shan State also
had a significant impact on the 2004 season, with 80 percent of the crop
reported damaged. The UNODC concluded then that “The overall weather
conditions for this growing season thus explain the strong reduction in
opium yield in Myanmar.” 55

Table 1.2: Reported Opium Eradication in Burma 1993-2004 (ha) (United Nations
Figures)

1993 1994 1995 1996 1997 1998
160 1,041 3,310 1,938 3,093 3,172
1999 2000 2001 2002 2003 2004
9,824 1,643 9,317 7,469 638 2,820*

* This figure is from the SPDC Central Committee for Drug Abuse Control (CCDAC).

SOURCES: United Nations Office on Drugs and Crime, World Drug Report 2004, Vienna: UNODC, June
2004: 69, and United Nations Office on Drugs and Crime, Myanmar Opium Survey 2004, Vienna:
UNODC, October 2004: 2.

Second, a major market shift from opiate based narcotics (heroin) to ATS
products from 1997 to 2002. Third, the mass relocations of Wa civilians
from Northern to Southern Shan State, ostensibly to remove them from
prime opium growing territory, but more likely to give them more land for
cultivation closer to Thailand and away from the Chinese border. There has
not been discernible cultivation around the relocation sites, but anecdotal
evidence suggests that small opium cash crops have sprung up. The
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relocation areas around Mong Yawn were also in a major ATS production
zone, something the UNODC and SPDC failed to acknowledge. Forced
relocations of Kokang farmers, while on a much reduced scale, is also a
contributing factor to the 2004 decline.

Reports by the Shan Herald Agency for News, which has the benefit of
clandestine access to opium growing regions off limits to the UNODC,
indicate that opium planting has markedly increased in Northeastern Shan
State, in particular Mongpawk, Mongka, Mongngen and Mawfah townships
on the east bank of the Salween River. SHAN further claims that Chinese
and Kokang merchants, and in some cases Burma army officers, are offering
advances to farmers to plant more opium.s¢ This is partly in response to the
looming opium ban, but also reflecting the trend of increased cultivation in
Eastern Shan State partly propelled by dramatically higher prices for raw
opium.

This is a different story than one of managed reductions and alternative
development. What major reductions have been achieved are through violent
displacement and inclement weather. Opium eradication figures, if they are
accurate, have fluctuated dramatically in the past twelve years (See Table 1.2).
The trade regularly experiences ‘market fluctuations’ which explains why
Burma and Afghanistan jockey for position as world leader in production,
although Afghanistan has far outpaced recent Burmese production. Also, the
annual report on Global lllicit Drug Trends claims that the yield from Burmese
opium plants is lower than that from Afghanistan, mostly because poppy
plantations in Afghanistan are irrigated, while Burmese fields are
predominantly rain fed and more vulnerable to adverse weather conditions.
The strains of plants used in Afghanistan are also more robust than those in
Burma, something that has been changing slowly as farmers in the Shan State
use higher yielding seeds.5” The slight rise in opium resin production from
Shan State opium poppies, from a base 10% vyield per hectare in 2002, to
13% yield per hectare could signal a trend in which cultivation declines but
yield remains roughly the same (See Figure 1.4). Profits would then
commensurately remain static.

The SPDCs effort to curtail this trade should be looked at in perspective
of regional drug production trends. In global seizures of heroin, Burma did
not even rank in the top twenty-two, remarkable given its massive
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production and trumpeted interdiction efforts. Tellingly however, and
congruent with shifts in export patterns for Burmese heroin, China topped
the list for seizures, with twenty percent of the world total at 13,200kg. India
seized 915kg, and Thailand 501kg. Much of this would have originated
across the border in Burma. The report also states that global seizures of
opium halved in 2001 from 213 tons the previous year to 107 tons in 2001.58

Figure 1.3: Opium Eradication by region and state in Burma, 2003

State

Eradication (ha)

Northern Shan State
Southern Shan State
Eastern Shan State

WADP

Kachin State

Chin State

Karenni State
Mandalay Division
Total 638 hectares
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I, 152
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[ee]
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SOURCE: United Nations Office on Drugs and Crime, World Drug Report 2004, Vienna: UNODC, June

2004: 220.

Figure 1.4: Opium Yields in Afghanistan and Burma (kg/ha)
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Differences in opium yield between Afghanistan and Burma are due to differences in opium poppy
varieties and growing conditions. Variations of yields from year to year in the same country are mostly
caused by changes in weather conditions and/or, as in the case of Afghanistan in 2001, by a shift in the
relative distribution of cultivation from irrigated to rain-fed land.
SOURCE: United Nations Office on Drugs and Crime, World Drug Report 2004, Vienna: UNODC, June

2004: 67.
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Thailand and China continue to vie for the top ranking country in ATS
seizures, which reflects the volume of the drug coming from Burma. In
2002, Thailand seized 39 percent of the world total of ATS, and China 14
percent.5® Burma was ranked seventh, with 3 percent of total global seizures.
Thailand is the largest per capita consumer of ATS in a recent UNODC
report, predominantly as a result of being swamped by hundreds of millions
of Burmese manufactured ATS pills.60 The UN report also states that Burma
is the largest producer of ATS in Asia, although since the Thai government’s
2003 ‘War on Drugs’, trends indicate that Burmese ATS production may
have plateaued. A one-page reference to ATS production in the 2004 opium
survey, outlining seizures of ATS in Burma, claims that “there is no evidence
or fears that the decline in opium production could be compensated by
rising levels of ATS production.”6!

The profit margins of many syndicates have also remained static because
of a shift from heroin to ATS, or labs producing both drugs. The former
UNODC head of East Asia, Sandro Calvani, stated in May 2003 that ATS
trafficking from Burma had spread to new markets in response to Thailand’s
‘Three Month War on Drugs’, appearing as far a field as Western India, the
first time that Burmese narcotics had reached this far. He called this “the
balloon effect”, when the trade is squeezed in one place and emerges at
another point.62 The rise in global methamphetamine production is a deep
cause of concern to the UNODC and governments who are also seeing a
rise in consumption.®® The emphasis on opium production and heroin
trafficking is only half the story of Burma’s drug eradication efforts.

United Nations Methodology

The UNODC uses a combination of satellite imaging systems and ground
surveys to gauge the extent of opium cultivation in Burma. This project is
part of the UNODC's lllicit Crop Monitoring Program (ICMP), which uses
similar methodology in Laos, Afghanistan, Peru and Colombia. In the
opium-growing season of 2002/2003, the UNODC used two phases of
satellite surveying in the planting period, then the harvesting period. If land
shows signs of recent change in early March after harvesting it points to
opium cultivation.
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The satellite images attempt to differentiate between four types of land
use. The first is non-agricultural land, which is unsuited for cultivation of any
kind. The second is agricultural land of no potential for poppy cultivation,
which are irrigated fields close to urban centers and in low elevation. The
third is agricultural land with low potential for poppy cultivation, usually
prime land for other crops. The fourth, land with high potential for poppy
cultivation, are located on slopes with non-continuous patches of agriculture.
The UNODC tasks the satellites with looking at the third and fourth land
types for gauging opium cultivation.&

Table 1.5: lllicit Cultivation of Opium, Afghanistan, Burma, and Laos 1990-2003

United Nations Figures

Cultivation in hectares
1990 1991 1992 1993 1994 1995 1996

Afghanistan 41,300 50,800 49,300 58,300 71,470 53,759 56,824
Burma 150,000 160,000 153,700 165,800 146,600 154,070 163,000
Laos 30,580 29,625 19,190 26,040 18,520 19,650 21,601

1997 1998 1999 2000 2001 2002 2003
Afghanistan 58,416 63,674 90,583 82,171 7,606 74,100 80,000
Burma 155,150 130,000 89,500 108,700 105,000 81,400 62,200
Laos 24,802 26,837 22,543 19,052 17,255 14,000 12,000

Potential production in metric tons
1990 1991 1992 1993 1994 1995 1996

Afghanistan 1,570 1,980 1,970 2,330 3,416 2,335 2,248

Burma 1,621 1,728 1,660 1,791 1,583 1,664 1,760
Laos 202 196 127 169 120 128 140
1997 1998 1999 2000 2001 2002 2003
Afghanistan 2,804 2,693 4,565 3,276 185 3,400 3,600
Burma 1,676 1,303 895 1,087 1,097 828 810
Laos 147 124 124 167 134 112 120

SOURCE: UNODC, World Drug Report 2004, Vienna: UNODC, June 2004: 61.

Satellite imaging attempts to cloak UNODC reports in scientific certainty,
and reliance on this technology is not always total. Landsat7 is a commercial
satellite launched in 1999 by Space Imaging, which provides pay per view
images and remote sensing maps and graphics for a range of clients.ss In the
200272003 and 2003/2004 seasons, the UNODC utilized both Landsat7 and
IKONOS satellites for the operation, using a range of 30 meter, four-meter,
and in selected areas, one-meter resolution (one-meter resolution is what
most people think of when they see highly detailed satellite pictures).®6 The
UNODC satellite images, in both color and black and white, are not highly
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detailed, so that spectral imaging must be utilized to gauge what types of
plants they are, by estimating the extent of light reflection, or a ‘spectral
signature.” In this way poppy can be differentiated from other crops. The
UNODC admits that this method is “not conclusive.”s” In 2004 the
methodology was markedly different. 69 IKONOS images were taken of the
Shan State and an integrated database created with ground surveys and
socio-economic data.

To support the satellite imaging, the UNODC conducts what it calls
‘ground truthing’, which is a series of interviews with poppy farmers in
selected townships in the Shan State and WADP area, and measurement of
opium plots and opium plants. In 2003, the UNODC had 156 Burmese staff
conduct the survey between January and late March. The ground survey is in
three parts, the Village Leader interview, which is a questionnaire given to
the village head, the Opium Growing farmers interview, which a
questionnaire given to on average eight farmers in poppy growing areas, and
the Field Measurement survey which measures plot size, density and bulb
size. The surveys also look into broader socio-economic conditions in the
village, such as the rest of agricultural production and sales, livestock, and
general village and household income. Immigration traffic and ethnicity in
and out of the village are also asked.58

In the 2003 season, the agency surveyed a total of 1,962 villages, with 556
of them “growing poppy.” 3,916 fields were surveyed, although only a
fraction of the field was studied and several opium pods measured.®® In the
WADP area, all the townships were surveyed, unlike the broader Shan State
survey, which was sample based. In 2004, the survey encompassed a total of
1,600 villages, although the survey did not include data on how many fields
were surveyed or provide details on field size or pod measurements.” Due
to security concerns, the field surveyors were unable to ‘ground truth’ 16 of
the 69 multi-spectral IKONOS satellite images. This means that
approximately eleven percent of the survey relied purely on satellite imaging,
a process that the UNODC admits is not “wholly accurate.”

Satellite imaging and ground surveys are then merged into estimates of
cultivation and yield which are extrapolated to the entire Shan State, and of
course the entire country. The UNODC’s methodology is rigorous, but
hardly conclusive. For a start, not all the Shan State is surveyed, although all
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the state is covered by grainy satellite images. The survey is directed at
suspected opium producing regions, including the WADP, which increased
its cultivation by 21 percent in 2003, although in 2004 it decreased by 18
percent. 7t The ground survey reaches a fraction of village tracts in the Shan
State, the largest and most consistently mountainous of Burma’s states, and
is conducted under the supervision of CCDAC authorities, supported by the
Tatmadaw.”2 The methodology takes into account weather conditions and
market fluctuations in ‘farmgate price’, but it fails to analyze the nature of
dispersal of plots away from survey sites and interspersing of small plots
with other cash crops.

UNODC ‘ground truthing’ is predicated on poppy farmers volunteering
the truth to government-affiliated investigators. Why farmers who use opium
to buy rice for their families in lean times would casually dispose of over 60
percent of their annual income without compensation is a giant leap of faith
on the part of the UNODC. Many opium cultivators see opium plots as their
insurance policy for survival; it is the only lucrative cash crop in these
impoverished areas. Isolated rural communities are less likely to trust
outsiders, even, or in some cases especially, Burman state officials, and must
negotiate their survival with whatever localized power governs them.

Ground truthing also presumes that the UNODC and CCDAC
investigators can find opium plots that have been hidden in inaccessible
areas away from roads and villages. SHAN claims that villagers interviewed
for the Show Business report told the ground surveyors very little in order to
protect their crops.” A major change to UNODC methodology in ground
truthing during the 2004 process was that many opium plots were moved
“very far away from the villages” and that mix cropping (interspersing opium
rows with crops such as mustard, onions or Chinese bean) to conceal the
poppy was far more prevalent than in the previous years survey.” In short,
there are many ways to dodge detection for small plots, and UNODC
surveys, while the best way so far to reflect trends, should not be seen as
conclusive and completely accurate.

The shortcomings of the Western Burma surveys are made clear in the
2004 report, even by the formal title of the component, called “Rapid
Assessment Surveys.” Burmese staff from the Forestry Department were
given brief and limited training, little resources to draw on including no
transportation and outdated maps, were limited to a fraction of the
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state/division they were operating in and experienced many difficulties with
local officials who had not been informed of the project.”s In Chin State, 52
village tracts were surveyed, 22 in Kachin State and 66 in Sagaing Division
over a ten week period between February to April. In all three areas, two
Burmese staff conducted the surveys. The surveys claimed to have seen
limited poppy plantations and assumed they were for medicinal use. The
UNODC estimated 3,200 hectares of poppy in Sagaing Division, Kachin
State and Karenni State (Chin State has inexplicably not been included) and
then claims a 36 percent reduction from 2003. The report does not make
clear whether this reduction was based on last years ‘estimate.” While a first
attempt at extending the survey to these areas, before the UNODC can
conclude that opium cultivation is negligible they should mount a far more
systematic survey and look at conditions on the ground far more closely.

The United States conducts its annual joint opium survey in the harvest
time of early March. In 2004, the team completed a one-week mission
through the Shan State, which entailed plotting and measuring designated
opium fields, plot density, poppy size, and potential yield. Samples of opium
fields were identified and studied, then the method extrapolated to the
remainder of Shan State. It also included the obligatory visit to ‘model drug
free villages’ and inspections of alternative crop projects, such as the
contentious high yield corn variety Bonmon Hsin Shweli. The joint team was
permitted to interview farmers and inspect opium fields that had been
destroyed by government action. These joint surveys are suspect because of
their low sampling area, and the concentration on SPDC designated zones in
Northern Shan State, often in UWSA controlled areas.
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Table 1.6: lllicit Cultivation of Opium, Afghanistan, Burma, and Laos 1994-2003,
United States Government Figures
Potential Harvest (ha)

1994 1995 1996 1997 1998
Afghanistan 29,180 38,740 37,950 39,150 41,720
Burma 146,600 154,070 163,100 155,150 130,300
Laos 18,052 19,650 25,250 28,150 26,100

1999 2000 2001 2002 2003
Afghanistan 51,500 64,510 1,685 30,750 61,000
Burma 89,500 108,700 105,000 78,000 100,257
Laos 21,800 23,150 22,000 23,200 18,900

Cultivation (ha)

1994 1995 1996 1997 1998
Afghanistan 29,180 38,740 37,950 39,150 41,720
Burma 149,945 154,070 163,100 165,651 146,494
Laos 18,520 19,650 25,250 28,150 -

1999 2000 2001 2002 2003
Afghanistan 51,500 64,510 1,685 30,750 61,000
Burma 99,300 108,700 114,317 103,862 47,130
Laos - - - - 18,900

Potential Yield (mt)

1994 1995 1996 1997 1998
Afghanistan 950 1,250 2,099 2,184 2,340
Burma 2,030 2,340 2,560 2,365 1,750
Laos 85 180 200 210 140

1999 2000 2001 2002 2003
Afghanistan 2,861 3,656 74 1,278 2,865
Burma 1,090 1,085 865 630 484
Laos 140 210 200 180 200

Eradication (ha)

1994 1995 1996 1997 1998
Afghanistan - - - - -
Burma 3,345 0 0 10,501 16,194
Laos - - - - -

1999 2000 2001 2002 2003
Afghanistan - - - - -
Burma 9,800 0 9,317 25,862 683
Laos - - - - 4,000

SOURCE: Bureau for International Narcotics and Law Enforcement Affairs, International Narcotics Control
Strategy Report 2003, Washington DC: U.S. Department of State, March 2004.

Notes

1 See Alternative Asean Network on Burma, A Peace of Pie? Burma’s Humanitarian Aid
Debate, Bangkok: Altsean-Burma, October 2002, International Crisis Group, Myanmar.
The Politics of Humanitarian Aid, Brussels & Bangkok: Asia Report No.32, ICG, April
2002, and Bray, John, “Burma: The Dilemmas of Commercial and Humanitarian
Engagement”, Corporate and Environmental Strategy, Vol.9, No.2, May 2002: 155-162.
2 The UNODC was formerly known as the United Nations Office on Drug Control and
Crime Prevention (UNODCCP). It changed its name in October 2002. The United
Nations Drug Control Program (UNDCP) is still a department within the UNODC.
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Drugs and Politics in Burma

e The drug trade in Burma has experienced a serious move from heroin
production to ATS production. This is not a result of genuine efforts to
eradicate opium, but is a market shift into more lucrative products.

e The drug trade is a result of deep poverty and disenfranchisement from the
political and economic affairs of Burma

e ltis a direct result of SPDC vacillation toward center-periphery relations for
decades, when collusion with narcotics producing syndicates was seen as
complementary to national security

e Failure to engage the ethnic minorities in a free and fair dialogue on the
prospects for a federal system of government has prolonged the problem

 Decades of civil war which has hardened the ethnic minority groups attitudes
towards the central government and the military which has long perpetrated
egregious human rights abuses

e The largest narcotics producing syndicate, the United Wa State Army
(UWSA), is nearly twice the size of the Colombian FARC. Unlike FARC which
is outlawed, the UWSA is a key business and military partner of the SPDC,
having been granted economic concessions and investing its profits into the
legal economy in return for fighting genuinely political insurgents for the
SPDC.

e The Certification process is an effective policy device for pressuring the
SPDC into taking more genuine and effective action against the drug trade in
Burma.

* The Kingpin Act should be extended to include members of SPDC and the
Tatmadaw to gauge the extent of their involvement in the drug trade and
money laundering in Burma.

e A closer look into the drug trade demonstrates that while the SPDC have
been doing much to combat the production of opium cultivation in some
regions, few steps have been taken to curb the production and trade in
heroin and ATS, nor have the main dealers in the drug trade been targeted.

Rangoon’s Plea

The SPDC has publicly made narcotics eradication a primary policy
objective. It has mounted a systematic domestic and international campaign
to convince the international community that it is serious about ridding the
country of drug production. The SPDC'’s basic position on drug eradication
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hinges on two elements: certification from Washington that the regime’s
efforts are complying with UN treaty conventions and in accord with the US
government’s priorities in the War on Drugs, and greater funding for existing
UN agency projects in crop replacement, poverty reduction and harm
minimization. By the late 1990s the SPDC began stepping up their annual
displays of drug eradication efforts. The public burnings of seized drugs
increased; the trips organized for foreign journalists and the diplomatic corps
became more numerous. According to the former head of the UNDCP,
Richard Dickens, “(The generals) are their own worse enemies in the sense
that they don’'t know how to present themselves”.! The CCDAC and the
SPDC began trumpeting their efforts and inviting the international
community to join the fight. In 2001, Lt. Gen. Khin Nyunt stated: “We are
committed to dramatic reductions in opium production as well as all narcotic
drugs, including methamphetamines.”2 The importance placed on the public
relations exercise in drug control is demonstrated by the position of Vice-
Chairman of the CCDAC, who up until his unceremonious dismissal in
September 2004 was the Minister for Foreign Affairs U Win Aung.3

The SPDC stages public rallies that denounce the evils of drugs and the
progress being made by the regime in border areas development. These
ceremonies are often undertaken with the participation of the leaders of
some of the biggest drug producing syndicates in the country. Far from
being demonized as druglords, they are accorded respectability as “leader of
national races” (despite many of them being ethnic Chinese) and
congratulated for their cooperation in eradication tasks. This often amounts
to signing pledges for their areas to be opium free, something that is not
accorded independent international verification, building opium museums in
their areas to testify to their efforts, and participating in nation building tasks
which often means accepting national government funding for infrastructure
projects. The state controlled press trumpets drug eradication constantly as a
‘national task’ and crop replacement efforts and drug arrests are accorded
primacy.4 Yet the drugs keep coming despite the charade.

One of the most spectacular methods is public drug burnings that are
often thought a charade by foreign observers.5 Stories abound that some of
the drugs were in fact ground rice made to appear like processed heroin, that
some of the drugs burnt were actually damaged and unsaleable, or that some
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of the opium poppies seized and burnt had already been scored, meaning
that the opium resin had already been drained. Even the cost of the drugs
destroyed is a sham. At a drug burning at Namhsan in Southern Shan State
in late 2001, the SPDC claimed that the destroyed opium seeds, opium resin,
and 130,000 ATS pills was worth US$462 million, yet this was admitted as
the projected street value of the highest yield from the opium seeds.¢ In the
Kokang region, a drug burning in June 2002 destroyed a reputed US$3.89
billion haul of drugs, chemicals and cough syrup.?” UNODC head Jean-Luc
Lemahieu downplayed the drug burnings as having little more than symbolic
value, “(w)hat is more important, the burning of the drugs? Or the
interception of the drugs?”8

Photograph 1.1: SPDC Drug Burning

SOURCE: New Light of Myanmar

In June 2003, the SPDC staged their 17th drug burning in Rangoon
destroying a claimed one-ton of opium, 220 kilos of heroin, and 600,000
ATS tablets on World Anti-Drug Day. The ceremony was boycotted by most
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Western diplomats in protest at the continued detention of Daw Aung San
Suu Kyi. In a neat twist of logic, the SPDC’s spokesman placed the blame on
western countries for stirring the drug trade and broadening its complexity:
“Clandestine organizations of neo-colonialists are instigating the problem to
make it more wide and complex with political connotations.” The regime
pointed to the recent UNODC report that argued a real decline of 24 per
cent of the opium harvest to demonstrate their progress. SPDC spokesman
Col Hla Min stated: “We are fighting the war (on drugs) for them (the
international community) and they boycott us. This drug thing is not a big
problem for us in this country and these efforts are for the benefit of the
international community.”

The UN agencies in Rangoon have cooperated with the SPDC in asking
for more cooperation and funding. In early 2001, Jean-Luc Lemahieu, stated
that without international funding Burma would take the place of
Afghanistan if help was not forthcoming. Yet the two major producers often
switch places for top heroin producer, and the expected rise in Burmese
production did not occur, for the same reasons that production had declined
in the previous three years, reasons not necessarily the same as the SPDC
and UNDCP claimed.0

The quest for narcotics legitimacy is not a recent phenomenon. As far
back as the early 1990s, when Burmese heroin clearly dominated the global
market, the same nexus between regime lies and expensive Washington
lobbyists existed. The Paris based Geopolitical Drug Dispatch claimed a
1994 visit by US politicians to observe Rangoon’s counter-narcotics effort
was organized by politician turned public relations man Lester Wolf. This
included the 1994 offensive against infamous drug warlord Khun Sa and his
Mong Tai Army (MTA). This incident demonstrated the SLORC’s previous
reticence to militarily engage such a tough opponent and occasional ally, but
also their eagerness to balance the usefulness of their mutual ties with the
desire for counter-narcotics assistance and to clean up their image with the
West. 11

Efforts in the late 1990s with the company Jefferson Waterman
International also foundered when the SPDC could not pay their bills to the
firm, or demonstrate a willingness to cooperate with a strategy of making
their rule seem more balanced.2 The current round of cleaning up their drug
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image was engineered by Arizona based DCI Associates, another firm of
Washington lobbyists who specialize in making dictators look more
palatable. This effort included Barry Broman, a former US Central
Intelligence Agency (CIA) station chief in the Rangoon Embassy now turned
independent ‘film maker’ and consultant, who worked for DCI during their
brief contract with the SPDC.13 Beginning in May 2002, the contract with
DCI was designed to get Burma certified as cooperating on drugs and show
the State Department the positive side of military rule in the country.14 This
included the controversial visit to Washington of Burmese anti-drug
bureaucrat, Colonel Kyaw Thein of military intelligence, in May 2002, despite
the ban on members of the regime and their families visiting the United
States.15

By the end of 2002, it looked as if the joint lobbying by the SPDC,
UNODC and DCI Associates, was going to successfully achieve Burma’s
certification for the first time in 15 years. The press started looking at the
SPDC's record on drugs in a more positive tone and indicated that the US
would remove them from the list of non-cooperative drug producing
countries. Observers were taking the positive spin put on Burma’s counter
narcotics efforts by the State Department and US Embassy in Rangoon and
predicting that Washington would relent.26 Long time Burma observer
Professor David Steinberg of Georgetown University admitted: “This would
bring the regime a great deal of prestige.”1” While the press coverage was
positive it still noted the long standing arguments that the SPDC had long
been suspected of profiting from the drug trade and that while opium
reduction was commendable, ATS production had greatly increased.18

In December 2002 the SPDC jumped the gun before the USG was
scheduled to make its February 2003 announcement, claiming that
Washington had indicated their unwillingness to take Burma off the list of
decertified countries, despite positive signals emanating from the US
Embassy in Rangoon. State Department spokesman Richard Boucher didn’t
deny the speculation, but he did signal what would occur. “The
announcement (by the SPDC), | would say, is premature at best...we’re not
considering any bilateral narcotics assistance for Burma.”1® The SPDC
spokesman Lt. Col Hla Min was pouty in his response,
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We are encouraged that huge reduction in opium reduction has been made,
even though the certification process fell victim to US politics, an
overwhelming landslide of media and political pressure to deny our progress
by connecting politics to narcotics law enforcement.20

A more sober decision prevailed in denying the SPDC once again full
certification for its role in combating illegal drugs. Lobbying from the US
Senate and House of Representatives was a key factor in exposing to the
Bush Administration the public relations facade that Burma had mounted.2t
Press coverage which indicated the extent of the mistake the State
Department was close to making also played a role by highlighting the
human rights abuses the SPDC is guilty of and the political impasse in the
country.22 DCI Associates, having failed to make the SPDC palatable to the
Bush administration, ended their agreement with the regime after the
February certification process denied Burma a place on the cooperating
list.23

In the wake of the Depayin attack on Daw Aung San Suu Kyi and her
motorcade on 30 May 2003, and the subsequent imposition of US sanctions,
certification of the SPDC as cooperating in the fight against drugs is highly
unlikely in the near future. In September 2003, President Bush declared that
Burma had once again “failed demonstrably” to make progress in narcotics
eradication, and would be denied US assistance.24 Of all the countries in the
world for which the United States grades narcotics policy, only Burma and
Haiti remained de-certified: Burma the most out of any country since the
policy was developed. Haiti was given a waiver and continues to receive US
aid. Burma is thus the major country in the world deemed as insufficiently
cooperative with the international norms in cooperating with drug
eradication.2

The SPDC released a statement in October 2003 that criticized the US
decision to deny certification for 2004, claiming that the failure to fund
counter narcotics programs was tantamount to the US failing in its
obligations. “We would remind the United States that it has a responsibility
as a member of the global community to help fight against the spread of
drugs. If it does not help, it strengthens the drug traffickers.”26 The SPDC
also blamed the continued trade on the imposition of US sanctions earlier in
the year. “Myanmar is doing everything it can, with its limited resources, to
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fight drugs. US sanctions undermine the Myanmar economy, taking away
resources that could be used to fight drug production, help those who have
been addicted, and fight diseases associated with drugs”, an SPDC statement
claimed.2” In a commonly used strategy, the SPDC appealed to the spirit of
mulilateralism to seek more aid, by stating that: “The drug menace is a global
problem that can only be solved through international cooperation. No
single country can surmount the challenge by itself.”2¢ When the USG
released the 2004 International Narcotics Control Strategy Report, US
Assistant Secretary for International Narcotics and Law Enforcement
Affairs, Robert B. Charles, stated Washington’s view of Burma’s drug trade
and why certification would not be granted.

Burma has reduced poppy production modestly, but remains far from
demonstrating a counter-narcotics commitment that would confront major
traffickers, prosecute trafficking organizations, including those with
significant political influence, and get itself out of the drug trafficking
business.2

In other words, the junta failed to make the grade. Responding to the 2004
decision to deny certification again for fiscal year 2005, the SPDC controlled
press responded that, “this is an irresponsible act. As the US, the largest
narcotic drug market in the world, wants to hide its image as the country
with a large drug addict population, it is hurling slanders against others.” The
CCDAC held a special meeting 2/2004 several days after the White House
announced the list of majors, and in response trumpeted its drug seizures,
infrastructure projects, and somewhat disingenuously, the amount of
emergency food supplies distributed to farmers employed in failing crop
replacement projects in the Wa Special Region.30

Continuing to deny the Burmese increased counter-narcotics aid is clearly
a political decision by the United States. It is part of a comprehensive
sanctions regime, a key tool in their approach to Burma policy, and a
reflection of how they view the performance of the military regime. Failing
to trust the SPDC on political reform and observance of human rights is
echoed in failing to trust them on narcotics eradication, demonstrating that
while the regime wishes to separate drugs and politics, some members of the
international community see them as inseparable.3!
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US Certification of Burma’s Drug Efforts: Process and Issues
Every year the President of the United States releases a list of countries that
details cooperation in international narcotics suppression. The drug
certification process originates in the 1961 Foreign Assistance Act Section
489 (a)(1) (1961) that identifies major drug producing or major drug transit
countries. The Act was amended in 1986 and has been little changed until
2004.32 This policy instrument bars countries from receiving several forms of
US economic aid if the President decrees them as not cooperating in counter
narcotics efforts. A certified country is one which “cooperates fully with the
US Government” on combating the illegal drug trade. A decertified country
is one that has failed demonstrably “during the previous 12 months to make
substantial efforts to adhere to their obligations under international counter
narcotics agreements and take the counter narcotics measures specified in
US laws”.33 In other words, failed demonstrably is to fail to take serious
actions against the drug trade.

The process involves the President sending a report to Congress on the
progress of countries to curb drug production and trafficking. The report is
compiled by the Secretary of State who receives submissions from US
Embassies around the world reporting on the drug strategies of each country
in suppressing the drug trade. The Secretary of State then forwards the
recommendations to the President who compiles the “Majors List” of
serious drug producing nations. The report lists those countries that are
“major drug-transit or major illicit drug producing countries”.34 A major
drug producing country is one in which;

1. 1,000 hectares or more of illicit opium poppy are cultivated or harvested
during the year;

2. 1,000 hectares or more of illicit coca are cultivated or harvested during the
year; or

3. 5,000 hectares or more of illicit cannabis are cultivated or harvested during a
year, unless the President determines that such illicit cannabis production
does not significantly affect the United States

A major drug transit country is one “That is a significantly direct source of
illicit narcotic or psychotropic drugs or other controlled substances
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significantly affecting the United States; or through which are transported
such drugs or substances.”35 While some countries may be decertified, such
as Guatemala and Haiti in 2003, they can still be eligible for US aid if the
President decrees that it is in US vital national interests for them to do so.
This caveat has never been applied to Burma.

Figure 1.1: List of Top De-Certified Countries 1988-2003

Country 1988 1989 1990 1991 1992 1993 1994 1995
Burma - |
Afghanistan [ NG I
Colombia | |

Iran I
Syria | |
Country 1996 1997 1998 1999 2000 2001 2002 2003

Burma N NN
Aghanistan [ |
colombia N | |

Iran I |
Syria I |
- Denied certification National interest waiver |:| Fully certified

SOURCE: Storrs, K. Larry, Drug Certification/Designation Procedures for lllicit Narcotics Producing and
Transit Countries, Washington DC: Congressional Research Service, Library of Congress, 22 September
2003 and Bureau for International Narcotics and Law Enforcement Affairs, International Narcotics Control
Strategy Report 1997-2003, Washington DC: U.S. Department of State, March 2004 (1997-2004).

The benchmark of the certification process is the 1988 UN Convention
Against lllicit Traffic in Narcotic Drugs and Psychotropic Substances. This
has been drawn from three previous international conventions created to
fight the drug trade; the 1961 Single Convention on Narcotic Drugs, the
1971 Convention on Psychotropic Substances, and the Convention as
amended by the 1972 Protocol Amending the Single Convention on
Narcotic Drugs 1961.36

The United States has declined to certify Burma as contributing to the
fight against drugs since 1988. Since the military took power in 1988 in
Burma, the United States has suspended all bilateral aid. The US
Government refused to certify Burma as sufficiently cooperating on
eradicating narcotics production and transit between 1989 and 2004. During
1993-2004 the SLORC/SPDC governments received small amounts of aid
for specific projects, and were mostly assisted by the US Drug Enforcement
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Agency (DEA) in intelligence gathering, police training and planning for
drug operations. Despite what the USG report cited as renewed efforts at
eradication this was deemed insufficient to warrant certification.37

The certification policy is contentious. Its critics claim that it overly
demonizes countries where the drug problem is more complex and long
standing than such a simple judgment would imply.38 Part of this is rooted
in the belief that the expensive US War on Drugs could be better served by
cooperation with source countries and domestic harm reduction programs
than bullish source country interdiction efforts and “the score card
approach”.3® Much of the opposition to the certification process is that it
places the blame on producer countries instead of consumer countries.40
According to one critique, “The drug certification process has skewed
spending on drug control programs, as it allows the US government to place
the blame abroad without taking a serious look at the failure of US efforts to
curb demand.”4t Despite claims that the certification process “generates
conflict and breeds resentment” over the USG’s finger pointing, this is
mostly in regards to Central and South American governments. The policy
has been contentious in particular with its application to Mexico and
Colombia, especially as it is seen as hypocritical when the judgment is
imposed and then the threat of sanctions waived for national security
reasons. 42 (See The Colombian Comparison, Box 2.1)

In 1997, US Senators John McCain (Rep-AZ) and Christopher Dodd
(Dem-CT) attempted to suspend the policy. In January 2001, the work of
four Senators produced S.219, a resolution to suspend the process for two
years in order for more effective tools to be created.43 This move was
defeated, but it has raised possibilities that the policy could be reformed in
the future.4 While the Senate held hearings to investigate possibilities for
reform, they were not successful.4s Some modifications were made in late
2001, some of which originated from the Congressional proposals, and were
generally seen as giving more latitude to the extent of the judgment. In
particular, the modifications did not require the US to vote against loans to
worst offending countries by multilateral lending institutions. The changes
were predominantly forged to accommodate the recently elected Mexican
President Vincente Fox, seen as more cooperative with the USG on drug
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control.46 Such an adaptive approach to the policy as applied to Burma is not
likely soon.

This report argues that the certification process is an effective tool for
denying the SPDC aid and pressuring the regime into taking serious
measures against the drug trade. As the regime desires international
legitimacy for its counter-narcotics policy and efforts, the certification
process is a key bargaining chip for the US Government. The generals in
Rangoon perceive the certification ritual as a touchstone for their progress
on other fronts and have lobbied the USG very hard to have the de-
certification overturned.4” While some individuals in the SPDC appear
honest and genuine in their desire to eradicate drugs, some of the hard-liners
see certification as a symbolic hurdle to overcome so that the US
government will resume assistance on the SPDC'’s terms.

Drug Kingpin Act
The United States has further pressured the drug trade in Burma by the use
of the strengthened Foreign Narcotics Kingpin Designation Act (FNKDA),
signed into law in December 1999.48 This policy instrument is designed to
“target, on a worldwide basis, significant foreign narcotics traffickers, their
organizations, and operatives. Its fundamental objective is to deny those
foreign individuals and entities access to the US financial system and all trade
and transactions involving US companies and individuals.”4 The Director of
the Office of Foreign Assets Control (OFAC), R. Richard Newcomb, stated
that the Act was designed to “de-certify foreign drug lords rather than
foreign governments and countries.”s® The Act is complemented by the
Foreign Narcotics Kingpin Sanctions Regulations (FNKSR), which
overviews the implementation of the Kingpin Act and its role in the US
sanctions arsenal.st

The initial list in 1999 included Khun Sa (named as Chiang Chi-fu) and
the UWSA’s Wei Hsueh-kang as Significant Foreign Narcotics Traffickers
(SFNT). In mid-2003 the US named the entire UWSA and the commander
of the UWSA-South faction, Wei Hsueh-kang, as being on the list. This now
means that any US company or individual doing business with the UWSA is
technically prohibited from operating within the United States. This is
potentially damaging to Burma’s economy given the spread of UWSA
business in the country. It also potentially affects Thailand, China and
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Singapore, who have long been conduits for UWSA companies such as the
Hong Pang Group, and in its new incarnation, the Greenland Inc.
company.52 Given the increasing use of US sanctions to influence change in
Burma, the Kingpin Act could have far reaching effects on the SPDC and
place further pressure on it to cut its ties with the UWSA and divest
individually from business linked with them.s3

Box 1.1

The White House

STATEMENT OF EXPLANATION

March 2003

Burma

The United States has determined that Burma failed demonstrably to make
sufficient efforts during the last 12 months to meet its obligations under
international counternarcotics agreements and the counternarcotics requirements
set forth in section 489(a)(1) of the Foreign Assistance Act of 1961, as amended.
Burma remains the world's number one producer and trafficker of
methamphetamine and the world's second largest producer and trafficker of
heroin. Judging from the situation in neighboring countries, production and
trafficking of methamphetamine from Burma continues to be one of the most
serious problems facing Southeast Asia. Drug gangs operate freely within Burma
along its borders with China and Thailand, producing several hundred million
methamphetamine tablets annually by using precursors imported from neighboring
states.

Although Burma banned the import, sale, and use of 25 precursor chemicals
and related substances used in the production of methamphetamine in 2002,
Burma has yet to take effective measures against methamphetamine production
and trafficking or the importation of precursor chemicals from neighboring states
used in the production of methamphetamine. Hundreds of millions of
methamphetamine tablets flooded the region, and seizures of methamphetamine
went down significantly in 2002 (about 9 million tablets compared to 32 million in
2001), representing only a tiny fraction of the estimated production. In addition, the
government destroyed a smaller number of methamphetamine and heroin labs in
2002 compared to the previous year.

Burma has also yet to curb involvement in illicit narcotics by the largest, most
powerful, and most important trafficking organization within its borders, the United
Way State Army (UWSA). Although the government claims it has increased
pressure on the UWSA to end opium production, major UWSA traffickers continue
to operate with apparent impunity and UWSA involvement in methamphetamine
production and trafficking remains a serious concern.

While the United States gives Burma a failing grade due to the magnitude of
the above issues, we do note some progress on several counter narcotics fronts.
Although Burma remains the world's second largest producer of illicit opium,
opium production in Burma declined 26 percent in the past year, seizures of heroin
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