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Among Southeast Asian nations with some form of democratic competition, the political transitions of the last few years have fallen into two types.

First, there have been occasions like: a) the replacement of Estrada by Arroyo in the Philippines this year; b) the replacement of Wahid by Megawati in Indonesia, also this year; and c) the replacement of Chavalit by Chuan in Thailand in 1997. In these cases, the transition happened without an election; it was driven by agitational support inside the country which can be short-handed as ‘urban middle class’; and it had a lot of support in the international press.

Second, there have been changes like a) the election of Estrada in 1998, b) and the election of Thaksin Shinawatra in Thailand in January of this year.  In these cases: the transition took place through the ballot box;  the victory was something of a landslide of popular support; and the international press was generally antagonistic to these successful leaders, and in particular called them ‘populists’.

Today we want to explore what is happening in these transitions. We should say at the outset that the Indonesian case is a bit different because of the very recent removal of outright dictatorship, but we think it has affinities. We are going to concentrate on Thailand, because that is our specialty.  But we suspect that the pattern we are seeing in Thailand and other Asian states is occurring in other countries which have the combination of moderately open economies and moderately open democracies (for example, the recent election in Peru, and recent events in Turkey).

As background, we’d like you to recall the writing (from around a decade ago) on the spread of democracy, particularly the idea of a ‘third wave’ of democracy, which vastly increased the number of developing countries which could be counted as democracies. This analysis tended to link the spread of democracy to the emergence of ‘civil society’ as a result of increases in the numbers and articulateness of an ‘urban middle class’.

First, a very brief bit of background. Thailand has about 60 million people of which 2/3rds live in villages and ½ are classified as farmers. Twenty years ago it was still an agrarian-dominated economy, but now almost 90 percent of exports are industrial, and the largest export item is computer disk drives. It had its first parliamentary institutions in the 1930s, but in reality it was a traditional monarchy which developed into a military dictatorship, and underwent a transition to democratic rule over the 1970s and 1980s. Its status now as a democratic state is exceptional for mainland Southeast Asia. To its south are two tightly controlled one-party states; to its west, is an unreconstructed military regime reminiscent of the 1950s; and to its east are three post-socialist party regimes.

We argue that the politics of Thailand (and similar countries) is subject to two sets of new forces which have emerged over the last decade or so. The first set arises from the industrialization and market liberalization of the economy. The second, from some of the social and cultural fallout of these processes. These political transitions are taking place where these two forces intersect.

The politics of economic liberalization I: the press

First, let's look at some of the political consequences of opening up the economy.

Thailand around 1980, as already noted, was an agrarian exporter. Since then it has undergone two major economic shifts. First, in the first half of the 1980s, it switched towards export-oriented industrialization. From 1987, foreign direct investment arrived in far greater volumes than before. Second, over 1989–1993, the capital account was opened and the financial system partly liberalized. The change was dramatic. In one year (1995), the flow through the capital account was equivalent to the total from the whole decade of the 1980s. In eight years, the total private-sector foreign debt multiplied 10 times.

In many different ways — trade, tourists, FDI, bank loans—Thailand was opened up to external influences. Here we want to note just two political implications.

The first, we will term ‘oversight’. External interest in the Thai economy increased—among investors, financial analysts, trade partners, potential tourists; and by extension, external interest in the Thai government’s management of the economy also increased; and hence also, external interest in Thai politics.

This increased external interest was partly in international institutions such as the WB, IMF, ADB, BIS, GATT and so on. But, we want to draw attention to the less formal side of this ‘oversight’.

The international press paid greater attention. Particularly, of course the financially-oriented press. The Economist and Institutional Investor posted correspondents in Bangkok. The Asian Wall Street Journal gave more space to Thai topics, and also started a Thai edition. But also, the politically oriented press. Indeed, Dow Jones’ purchase of the premier regional magazine, the FEER, was part of this process on a regional scale.

The major market for these papers and journals in the region is the international business community, and especially the investment community. Their coverage reflects this, and also their editorial. These papers openly campaign for market-oriented reforms. They also openly participate in political debate.

Besides the press, another major part of this ‘oversight’ is the financial analysts of the international banks and brokerage houses. These arrived en masse in the early 1990s. They started churning out reports on individual firms, on the macro-economy, on government management, and on political risks. That of course is their job. But their political impact was much larger than is usually acknowledged. Compared to local academics, local technocrats, local financial institutions, or local think-tanks, these financial analysts had more resources, more technical skills, and much more output. The new generation of bright local economists was swept up by these firms because they simply paid much better (10​–20 times the income of an academic or government job).

Moreover, the local press reproduced the financial analysts’ surveys, and very often the international press’ commentaries also. For the local press, this was a virtually free source of information. For the financial firms, this exposure was a form of free advertising. And for the local audience, this material was fascinating because it was new, and apparently sophisticated. Just by its sheer volume, this literature was bound to have an impact.

We are not saying that this press comment and financial analysis is an unwarranted interference or anything stupid like that. The journalists and analysts were doing their job. But they had an impact which is generally ignored. They became a factor in political and economic debate—with added weight because of the quality of their work, and the space accorded it by the local press. Also because of the way this external 'oversight' aligned with domestic political forces.

The politics of economic liberalization I: the middle class

The second political consequence of the economic opening-up operates through the group we will call, for convenience, the urban middle class, including white-collars workers and businessmen. The numbers in this groups expanded rapidly because of rising prosperity, and because of rising demand for professionals, administrators, and business executives. With the growth of this group also came the growth of a local ‘quality’ press which reflected their views; and the rise of several public intellectuals which articulated their opinions in the media and open debate.

This urban middle class became quickly more sensitive to the fact that its prosperity depended on the health and momentum of the modern, urban economy, and that this health and momentum in turn depended on external factors.  In the development of this sensitivity, one important watershed occurred in 1991–2, when the military took power by coup.  

Initially, the urban middle class welcomed the coup.  The prior regime had been dubbed the ‘buffet Cabinet’ because of corruption scandals. The middle class supported the military’s promise to clean things up.  But this support did not last because of the impact of the coup on the modern urban economy. The stockmarket index dropped, largely because of foreign withdrawals. Foreign direct investment slumped. The US government warned tourists to stay away. Within 9 months, the middle class support had dissolved. Many urban middle class took to the streets in the demonstrations that felled the military regime in May 1992. Immediately after, many professionals and young urban businessmen formed new associations to enter politics. The elected government installed in the aftermath of the military’s fall, reflected this sentiment. The Democrat Party recruited two prominent bankers and one other technocrat to form an economic management team with the skills to manage the more globalized economy.

But, this urban middle class ultimately had little weight in electoral, parliamentary politics. The middle class is a small minority in the electorate. Bangkok commands only 10 percent of parliamentary seats. In 1995, and again in 1996, the electorate voted in coalitions of provincial bosses. These government concentrated on shifting budget resources from the capital to the provinces. They were not so attentive to the management of the modern economy.

The urban middle class could influence politics only through informal means: through personal networks; through scandalization; and, occasionally, by taking to the streets, as in 1992.  The media played a big role. The press and commentators raised corruption issues, and other scandals, to pressure politicians that they did not like. The parliamentary opposition adopted these scandals in no-confidence debates. In both 1995 and 1996, these no-confidence debates managed to split the ruling coalition and bring the government down. 

A leading political scientist, Anek Laothamatas, noted that Thai politics had fallen into a pattern whereby the rural electorate created governments at the polls, and the urban lobby destroyed these governments by public scandalization.

The Thai political transition of 1997: externals

Let us now look at the transition from Chavalit to Chuan in 1997. The prime minister, Chavalit, was an ex-head of the military who had converted himself into a provincial political boss. His party won a plurality (125 of the 393 seats) at the general election in November 1996, and headed  up the coalition of provincial bosses which had dominated the parliament since 1988. But two events occurred in 1997 which provoked a heightened form of the urban middle class agitation just described. First, since 1993, reformers had been pressing for a major change in the constitution. Shortly after Chavalit took power, this process came to a climax. Second, in July 1997, Thailand was forced to float the baht and lurched into the financial crisis.

Over late 1997, the Chavalit government was overwhelmed by public criticism. The IMF and World Bank openly criticized the government for failing to act on the conditions agreed as part of the IMF bailout. They hinted that the government was incompetent and susceptible to vested interests. Financial analysts, who mostly had been boosting Thailand right up to the eve of the crisis, turned very hostile. The Economist weighed in with its usual line in bad puns like ‘submerging markets’ and ‘taking a baht’; but more seriously with a line that this government was ‘in denial’ and needed to be removed. The initial interpretations in western academia, based more on ideology than data, attributed the crisis to ‘bad capitalism’ and excessive government intervention in markets. In sum, there was strong external pressure, liberally reproduced in the local press, calling for a change of regime.

The Thai urban middle class largely fell in with this criticism. Several technocrats quit the government. A leading economist said: ‘As a Thai, I don’t mind if we lose some sovereignty by applying to the IMF, because our authorities do not seem to know what to do with the sovereignty that they have’. A senior technocrat urged that macro-management ‘is so urgent and technical it cannot be left to the politicians’.  In the imagination of the middle class (again based on very little information), the new constitution became a means to counter the politicians’ failure to manage the modern economy. By September 1997, white-collar workers took to the streets in the financial centre waving placards demanding passage of the constitution, and removal of the Chavalit government. The space outside Government House traditionally occupied by farmer demonstrations, was suddenly filled with white-collar workers and a sprinkling of high-society figures. Some of the biggest business figures publicly called for Chavalit’s resignation.

Chavalit responded by calling on the army for help (which was refused), and trying to organize rural support (which was ineffectual). In November he resigned. He had not lost a vote in the house. His coalition was still intact. He had simply been hounded out by public criticism—originating from external sources, and the urban middle class.

The Democrats returned. Most eloquently, at the tableau organized to present the new government to the press, the prime minister appeared flanked by the two bankers who had been responsible for economic management in 1992. Both the local press and international press fulsomely welcomed their return to power.

What are we saying? As foreign capital takes a larger stake in the economy, it acquires a growing interest in influencing how the economy is managed. Partly, it works through accepted channels like commercial diplomacy and chambers of commerce. Partly also, it gets help from the international organizations like the IMF and WB whose duty is to uphold the international economic system. But partly also, it exerts its influence through the media and other public channels. This pressure is weightier than might be expected because of the prestige of regional and international journals; but also because of the growing local awareness of the economy’s sensitivity to international sentiment. This point helps to forge an alignment between this external pressure, and the urban middle class which tries to overcome its minority status by increasing use of agitational politics.

The Thai political transition of 1997: internals

That’s the first part of the story—the greater exposure to external political pressure that resulted from opening up the economy. The second part of the story is about the greater weight of internal political demands. 

Until the 1970s, Thailand’s rulers were relatively isolated from internal political pressures. Generals and bureaucrats ran everything. But since the mid-1980s, the demands on the political system have vastly increased. We shall look just at two aspects of this.

In 1978, the government counted 42 incidents of protest over the year. In 1994, the figure was almost 1000, nearly 3 a day. Most of these were rural, and over a third about control over natural resources. In the early 1990s, several new rural organizations were formed. In 1992, farmers marched on Bangkok like an invasion, and have since repeated the tactic almost every year. In 1995, the Assembly of the Poor was formed to coordinate these protests and negotiate directly with the central government. Since then the Assembly has been camped outside Government House for most of the time.

Why has there been this upsurge of rural protest? Partly it is a result of the ending of the cold war and the retreat of military dictatorship. In the past, rural organizations were crushed, and rural leaders simply got shot.

But there are also reasons intrinsic to the rural economy and society. There are really two sets of such reasons, and two corresponding streams of protest.

First, much of Thai agriculture is simply no longer profitable.  Until the 1980s, the land frontier was still expanding;, agricultural prices were rising on a world scale; and both public and private investment went into agriculture. Since then, all three of these conditions have reversed. The land frontier has been (almost) closed. World prices are trending down. All the investment has gone to the city.

As a result, market-oriented farmers are in trouble. They survive by earning more off the farm. By the mid-1990s, almost two-thirds of their total cash income was found this way. They also get steadily deeper into debt. Debts to the agricultural bank multiplied 10 times in 13 years. They also become steadily more angry, and more politicized.

They have pressed for price supports to bolster falling prices, and debt relief. During the Asian crisis these protests came to a peak. Paddy farmers invaded Bangkok’s northern suburbs and blocked roads. Cattle farmers started marching on the capital with herds of cows. Cassava farmers threatened to build a bonfire in the city centre. During a big UNCTAD conference in late 1999, the police had to block the radial roads to hold off the sugar trucks who threatened to invade the city. 

In early 1998, government wanted to implement IMF measures to sort out the financial sector. Farmers argued: if government can bail out the debts of the rich, why not the debts of the farmers, the poor? They held a protest simultaneously in Bangkok and several regional centres, which was probably the biggest rural demo since the 1970s. This protest was repeated in 1999 and 2000.

The second stream of rural protest is located among marginal farmers at the edge of the land frontier. These farmers have little capital resources. Often they live in areas of very fragile ecology. Government has never given them land rights. Many have a history of political involvement in movements of local resistance against central control (e.g. the communist insurgency). Some are in areas where the expanding urban economy wants to build hydro dams; locate factories and waste sites; make plantations for the pulp and paper industry; and so on.  Since the late 1980s, the authorities have tried to move such people off land.  In response there has been growing protests by groups which claim local usage rights over land, forest, and rivers; and which want to preserve their own withi chiwit, way-of-life.

Again these protest peaked during the economic crisis. The long-running protest against the Pak Mun dam became an international cause celebre. Government got so frightened when a group of 634 unemployed families carried out a ‘land invasion’ Latin-American style, that it despatched 300 police, 200 border police, 500 rangers, the head of the Forestry Department, the police chief, and the Interior Minister to negotiate a settlement.

Every large project which needs to appropriate resources of land, forest, or water is now blocked by some form of protest. This includes two power plants, the gas pipeline on the Malaysian border, at least 8 dams, an experimental nuclear project, the industrial waste scheme for Thailand’s most polluted province, and the urban waste schemes for the two largest cities.

In short, the largest segment in the population has been largely excluded from economic development, and carefully isolated from politics. But it has become steadily more difficult to ignore because its economic status is so precarious; because its demand for political goods is increasing; and because it has devised very effective forms of agitation.

A second source of agitation emerged during the crisis among businessmen, especially small and medium businessmen.

For almost half a century, the Thai economy grew at 6–8 percent a year, underwritten mainly by very high rates of domestic savings and investment (around 30 percent). The mass society of smallholder farmers and shopkeepers saved a lot; the domestic banks collected up these savings and allocated them to Sino-Thai entrepreneurial families; these entrepreneurs invested them very aggressively. Result: high growth.

This system had two important institutional supports. First, the government provided protection and support. Second, business groups networked among themselves to overcome market failures, such as the lack of law, property rights, and poor information, by systems of mutual cooperation.

Over the last few years, and especially over the financial crisis, this system has come unhinged.

In the financial crisis, the bank-based capital market at the heart of the old political economy completely collapsed.  Bad loans rose to almost half of the total. Many financial firms closed, and others were sold. Those that remain cease to play the role of gathering up the proceeds of the high savings rate and allocating them to entrepreneurs. They stop lending, and try to survive by shrinking their business. The old forms of business cooperation which overcame market failures totally dissolved. Debtors, creditors, and business competitors now fight one another over the great pile of NPLs.

The businessmen looked to the government, and their old US patrons, for assistance; but got none at all. The IMF said, the only way out of this crisis is to organize a fire-sale. The Democrats and the technocrats went along with this.

As a consequence, foreign capital then arrived in far greater quantity than ever before—to buy up the wreckage. More FDI came in to Thailand in the 2½ years after the crash than in all the 11 years of the 1986–97 boom. Almost all this inflow went into buying up distressed companies.

7,000 companies disappeared. There are 55,000 debt and bankruptcy suits before the courts. Most of the big corporate conglomerates were totally or partially crippled. Four years later, the capital market is still shrinking away.

Business felt abandoned—by its old US patron which led the way in condemning bad ‘Asian capitalism’; and by the Thai technocrats and Democrat government. In 1997-8, some businessmen tried to organize this resentment into an economic-nationalist resistance against the IMF. But this failed completely, as the businessmen could not convince a wider public that they were saving the Thai economy rather than just saving themselves. The big demo against the IMF got an audience of just 1,500.

But as the crisis lingered and spread through 1999–2000, there was a broader reaction. This was still not violent. Through the crisis, there was not a pebble tossed at a foreign bank or fast-food store. 

Nor was there anything that much merits the description of ‘nationalism’. Thailand simply lacks any popular nationalist tradition. The modern nation state and its associated discourse of nation was formed from above. Thailand was not colonized and has had no history of mass anti-colonial nationalism. Rather, the popular mood and associated movements which emerged over 1999–2000 were more a form of introspection and a desire for self-strengthening. There were, of course, some attempts to blame the crisis on outsiders, but not excessively. There were some moves to adjust the exposure to the outside world, but nothing drastic. Rather, the question was: where did we go wrong and how do we fix it. This produced a debate about reform in economic management, social welfare, education, politics, religion; and also something of a cultural revival, especially in cinema.

The Thai political transition of 2001

Now let us go back to the issue of transitions. The crisis and these reactions to the crisis formed the background to the rise of Thaksin Shinawatra, and his electoral victory in January 2001.

Thaksin is a 4th-generation member of a Chinese-immigrant family which was prominent in business and local politics in the north. He was educated in the US (MA from Eastern Kentucky University, doctorate from Sam Houston State University, both in criminal justice). Between 1989 and 1992, he secured 4 monopoly licences for telecommunication projects. He financed these on a soaring stockmarket. He went from a net worth of almost nothing to US$ 3–4 billion in the space of 5 years. 

He entered politics in 1994, and tried to gain more government licences in telecoms and highway development. His businesses came under threat in 1995–7, because rivals with better political access undercut his monopolies; because the government agreed to liberalize the telecom and other service sectors by 2006; and because the financial crisis undermined the market. He launched his new party and started his bid for the premiership in 1998, arguably because he needed political power for commercial survival.

He quickly gathered around him some other big business interests which had survived the financial crisis, but were convinced (like Thaksin) they needed access to state power. Initially he presented himself as an out-and-out modernist. He stressed his background as a successful, international businessmen; and he played on his association with hi-tech industries. But over the next two years, his image and his message were transformed by the political mood, and particularly by the internal pressure from small businessmen and farmers.

As the crisis deepened, he recast himself as the defender of the small entrepreneur. He said: ‘I would not solve this crisis just from a commercial banker’s point of view’.  He emphasized his own successful business background, and contrasted it with the bureaucratic style of Chuan (the Democrat leader and premier). He claimed, ‘if I’m the government, I will open up choices for people who have the desire and the ability to be entrepreneurs’.

Why did Thaksin get support where the business nationalists failed? Partly, because he offered himself as the saviour of the small and medium entrepreneurs, who were the people really hit by the collapse of the banking system. Partly too, because he managed to marry the cry of capital-in-danger with the more powerful appeal of culture-in-danger. This was nicely symbolized by Thaksin’s initial program. He came up with the magical proposition that Thai capitalism could rise like a phoenix with one wing provided by Thailand’s craft and cultural heritage, and the other by high technology. Pha mudmee sold by Internet.

Next, after the rural agitations exploded in 1999, Thaksin remade himself as the saviour of the farmer. He asked his friends if they knew someone who had ideas on rural uplift. They recommended an old student activist who had become an orchard farmer. Thaksin rang him up. The old activist faxed him a 2-page plan. Thaksin’s team did some research to test and refine the content; then they boiled the proposals down into a three-point plan which appeared on Thaksin’s election posters throughout the country: agrarian debt relief; village capital funds; cheap health care. This was the first time that a Thai party had campaigned on a public platform in this way.

On this platform of help for the small businessmen and help for the farmer, Thaksin won an unprecedented electoral victory. He took almost half the vote and had (after absorbing a small party) an absolute majority in parliament. In part this victory was won because Thaksin absorbed some powerful old politicians, and because he spent lots of money. But undoubtedly, he also won because he translated the mood and the demands of two of the largest sections of the population (small businessmen and farmers) into an electoral program.

The perception of Thaksin’s victory in the foreign press on the one hand, and from the local perspective on the other, were interestingly different. The foreign press (and the financial analysts) were universally hostile to Thaksin. They dubbed him a ‘nationalist’ and a ‘populist’. They openly willed victory for the incumbent Democrats. They predicted a Thaksin victory would result in various disasters. The Far Eastern Economic Review twice predicted it would trigger a coup. The Asian Wall Street Journal predicted that a Thaksin government would close the country, throw out the IMF, roll-back the banking and other reforms, and provoke a fiscal crisis because of the ‘populist’ programs. None of this has yet happened.

The local perception of Thaksin is very different. He is seen as a globalist, or, more exactly as someone who can manage globalization for the country. The local audience sees that he was educated abroad; he has international businesses; he understands hi-tech. By choosing such a leader, rather than many more obviously local alternatives, the Thai electorate was implicitly acknowledging that the last decade proves Thailand needs a leader who can better understand and manage globalization.

Economics and democracy

Now let us finally go back to the issue of democratic development. It is easy to assume that parliamentary democracy in new states will somehow approximate to the model of the older democracies—namely, some binary system of parties or coalitions, along a pattern of progressive vs. conservative, which synthesizes the political demands of a wide spectrum of social groups and political agendas. 

But this is a rather ‘enclosed’ model which does not match some of the key features of the political economy of new democracies in this age of globalization.

Many people have commented that there is a fundamental tension between urban and rural in Thailand’s modern politics. Indeed, Anek called the article we mentioned earlier ‘A tale of two democracies’, arguing that the urban and rural electorates operate with quite different aims, agendas, and political cultures. Ammar Siamwalla has said much the same thing; and so have we in earlier writings. But we would like to set this urban-rural tension in a broader context.

With export-oriented industrialization and financial liberalization, a country can be transformed from agrarian to proto-industrial in a very short time. An entire new economy appears, which is closely integrated into the global economy through flows of goods, tourists, capital, labor, technology and ideas. Within this modern economy, international capital plays a significant role, and hence has interests to protect and promote. Also this economy develops a new ‘urban middle class’ of administrators, professionals, and managers. In the competitive and volatile conditions of the modern global economy, this modern sector needs very careful management. Hence the foreign and local business interests in the modern urban economy, and the urban middle class tied to it, have a strong interest in establishing a political regime which can manage the modern urban economy. 

They try to achieve this end, in part, by increasing the role of institutions—like central banks, legal systems, autonomous agencies—which are supposedly independent of political competition. But in reality, in countries like Thailand, this is only very partially effective. Hence they have a strong interest in the political competition operating with parliamentary institutions.

However, while this modern sector becomes integrated into the global economy; its share of the total economy becomes overwhelming; and its needs hence become the national needs; the majority of the people are still living in a society and economy which is only vaguely and remotely connected to the global economy. Export-oriented industrialisation tends to be tech-driven, rather capital-intensive, and rather weakly linked to the rest of the economy. The mass of the people—of the electorate—does not share the growing concern about management of the modern economy. Indeed, exactly conversely, it may become increasingly politicized by trends which are indirect consequences of the expansion of the modern urban economy—such as the neglect of agricultural investment, the reduced access to critical natural resources because of urban competition; and the need for provisions to manage the social impact of the globalized urban economy's increased volatility. Eventually, the resulting political demands—such as demands for debt relief, local development, social security—get expressed through electoral politics.

The urban-rural divide has been overlain by the global-local one. Democratic politics are caught in a tension between the power of numbers and the power of money. The numbers are local. The money is both local and international. 

Some theorists have suggested that the result will be a trend towards ‘illiberal democracy’, in which state elites re-bureaucratize decision-making, downgrade parliament, smother civil society, and suppress dissent.

Maybe that is the trend in some countries. But for the moment the Clinton era, which vigorously promoted both economic globalization on the one hand, and democracy, civil society and human rights on the other, seems to have produced a trend of unstable democratic transitions.  Mass electorates choose leaders who are increasingly skilled at reflecting popular demands and aspirations. The local press reflecting the urban middle class condemns these leaders with such terms as ‘corrupt’ or ‘backward’. The international press joins in by demonizing them as ‘nationalist’ or ‘populist’. And together these two agitate to reinstall a regime which promises to manage and further liberalize the economy.
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