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The last five or so years have been a real turning point. A lot is new, and a lot of surprising things have happened—most of all, the financial crisis of 1997 and its aftermath. Economic growth was one thing that seemed relatively constant. After almost half a century, in which growth averaged 7 percent and never fell below 4 percent, to suffer a year in which the economy contracted by nearly 11 percent has been a great structural and psychological shock.

But it is not only the economy. The 1997 constitution is the first of Thailand’s great reform constitutions which has not been ripped up within two years because of a conservative reaction. The 2001 election was the first time a party fought (and to a large extent won) on the basis of a policy platform; the first time a single party gained a majority of seats; the first time the victor celebrated—not in the usual way of paying respects at a wat—but by driving his wife in the Porsche to have coffee at Starbucks.

The last few years have also seen an unprecedented period in Thai cinema—not so much the Suriyotai ballyhoo, but 2499, Nang Nak, Satri Lek, Bang Rachan, each in its own way a film with a serious theme which has attracted huge popularity. Also, a few months ago, television ran a drama series which for the first time portrayed rural characters as something other than clowns and buffoons. Nai Hoi Thamin, based on a story by Kampoon Boontawee, told the tale of a group of northeasterners driving cattle across Isan in the 1930s. The drama had only one ‘urban’ character (an official, who compromises himself by falling in love with a village girl), and the cast included boxers, luk thung singers, and a clutch of Bangkok actors struggling gamely to be credible as Lao peasants.

We are not going to summarize these changes. Instead, we are fascinated by the way these changes have stirred up uncertainty. Not long ago, there was a silent consensus about Thailand’s direction. In short, Thailand was ‘becoming modern’. The economy was growing. The economic structure was changing from agrarian to industrial, the society from rural to urban, the politics from dictatorial to democratic. Now, things are not so clear. We want to highlight two debates that have arisen out of this uncertainty: what is the future of Thai capitalism; and what is the future of the Thai countryside.

The future of Thai capitalism.

The dynamism of the Thai economy over the 40 golden years was based on a simple formula. 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, who invested them very aggressively. Result: high growth.

This system had two important institutional supports. First, the government provided a framework of protection and assistance. The US helped government set up this framework in the 1950s/60s because it believed that a successful domestic capitalism was the foundation for securing Thailand as an ally and base during the Cold War. ‘Development’ in this era meant making domestic capitalism grow. The government protected the capital market by defending a domestic banking cartel, and structured oligopolistic competition between entrepreneurial groups which created enough rents to incentivize the entrepreneurs, but also maintained enough competition so that the animal spirits never lapsed into full cronyism. Thailand had a high growth rate because it had competitive clientelism.

The second institutional support was the networks of cooperation among the business groups. They overcame 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.

First, 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. 

Second, 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.

Third, 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.

Fourth, as a consequence, foreign capital then arrived in far greater quantity than ever before—to buy up the wreckage. More foreign direct investment 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.

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

Multinational haven, theme park, or rising Phoenix

Since then, there has been a ragged debate about what happens next.

One side of this debate argues that Thailand’s economic future lies in being a good host for international capital. The explanation peddled by many orthodox analyses of the crisis, and shared by key policy-makers at the time (such as Larry Summers), was that Thailand is an example of inferior ‘Asian’ capitalism which must succumb to the superior western version by the logic of market competition. The US no longer has any interest in preserving a strong Thai domestic capitalism for world-strategic reasons. Rather, the very first conditions demanded by the IMF, under US guidance, was that Thailand remove barriers to foreign entry.

These demands got a great deal of internal support. Many Thai technocrats shared the orthodox view. They argued that Thai banks and Thai businessmen in general had been over-protected. They contended that more openness will mean more efficiency, which will result in benefits to the mass of consumers. The line from TDRI is that Thailand’s inefficient businessmen got what they deserved.

The mass of the middle class implicitly supports this view. It revelled in the greater access to goods, services, and status markers which came with the opening of the economy since the 1980s. Over 1997–8, the urban middle class conspicuously gave no support to the stricken businessmen who tried to oppose IMF policies on grounds of economic nationalism. The great demo against the IMF and the bankruptcy legislation got an audience of 1,500.

Some of the old left also took the view that capitalism is capitalism; domestic or multinational is not an issue; and if opening up to multinationals hastens the transition to a more advanced capitalism, then on balance it is a good thing.

But the theory of free markets and their welfare benefits is one thing. The real world is another. The crucial question is: what interest does multinational capital have in Thailand.

The historical evidence is clear. Since the early 1980s, multinational capital has used Thailand as a site for assembly (and some manufacture) of technology-based products. These contributed just 7 percent of Thai exports in 1985, but around 50 percent today. The main sub-sectors are electronics, electrical goods, and automotive. Thailand’s main export for the last few years has been disk drives.

But this trend has problems. These firms are very capital-intensive. The numbers they employ are rather modest. Their linkages to other sectors of the economy are weak. This pattern of development tends to increase the inequality between the few who are directly or indirectly attached to the modern economy, and the mass which are not needed. This divisive trend was seen in many Latin American states after their financial crises resulted in a similar increase in the role of international capital. 

Pursuing this strategy in a country like Thailand, with its large remaining rural population, is likely to lead to conflicts over public resources. Advocates of the strategy of becoming a good host of multinational capital like to point to Singapore as a successful example. But Singapore overcame the political consequences by institutionalizing political and social repression, and by getting rid of its rural population (to Malaysia). To succeed, Bangkok will have to be shaken loose, and floated out into the Gulf of Thailand.

Finally the export industries associated with foreign direct investment tend to be footloose. The automotive companies have a large fixed investment, and are likely to stay. But the electrical and electronic firms are much more mobile, and are already leaking away to cheaper sites in China and India.

Immediately after the crisis, the World Bank wrote a report which systematically examined where Thailand’s comparative advantage and future prospects now lay. It saw no hope in these technology-based industries, because China and India now offer better advantages. It examined agriculture but judged it could make only a small contribution. It concluded, then, that Thailand’s only hope lay in services, and especially in tourism. After all, tourism has been one of the world’s fastest growing sectors. Thailand, the World Bank argued, has a great deal of comparative advantage based on its natural resources, human resources, and accumulated investment in the tourist sector. In a sense, this World Bank report anticipated the conclusion presented (notoriously) by Newsweek a few months later—that Thailand’s only comparative advantages lies in sex and golf. The World Bank essentially said that Thailand should turn itself into a theme park. OrientalWorld.

This view has real support. Thailand now has 9 million visitors annually, a figure built up gradually over 30 years. The tourist authority has a plan to increase that to 20 million within this decade. In February, the new government laid plans to boost tourism quickly to kickstart growth. Doubling tourism of course means creating another Pattaya, another Phuket, another Samui, another Rose of the North, another Songkran—a festival of blessing that has been remade as a real-world version of a splatfest video-game for the tourist market. The good thing about tourism is that it generates employment, and has strong internal linkages. The bad thing is that it wreaks great cultural and environmental damage.

Against this view that Thailand’s only option is to make itself an attractive host for multinational capital, others claim that domestic capital can be restored to its dominance and dynamism with state help.

Over 1997–98, the businessmen totally failed to gain political support for this view. But over 1999–2001, Thaksin Shinawatra was wafted into the premiership in part by espousing this cause.

Thaksin in fact started out presenting himself as the agent of modernism. But 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. He claimed, ‘if I’m the government, I will open up choices for people who have the leaning 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. The idols of big business like Dhanin of CP and Chatri of Bangkok Bank lined up to endorse Thaksin. But more importantly, so did the idols of cultural nationalism such as Luangta Maha Bua and Prawase Wasi.

This marriage 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 the high technology which he claims to symbolize. Pha Mudmee sold by Internet. The result would be a new Thai capitalism, very different from the lumbering old conglomerates with their dependence on foreign partners for skills and technology.

As he rose to power, this pretty vision dissolved into reality. He needed to save the banks. He needed to save his friends. He needed to save himself. He spent the second weekend of his premiership in a conference brainstorming ways to revive the banking system. His first major reform was the TAMC to buy up the banking system’s bad debts. He has used legislation to protect the telecoms sector (his sector) from foreign competition. He is preparing measures to assist steel, and petrochemicals. He is moving back towards the old model of a protective, interventionist state which looks after big business. 

The future of the countryside

Not long ago, it was a silent assumption that the rural population would dwindle into insignificance. This had been the pattern in the advanced economies, and the more recent examples such as Korea and Taiwan had approximated the same route. The Democrat leader, Chuan Leekpai, once said that the rural population should fall to around 10–15 percent of the total (as against 60 percent right now). At the height of the boom, when people were being transferred out of agriculture at the rate of 1 million a year, this seemed perfectly feasible.

Moreover, in the early 1990s, the argument that the rural population will dwindle away was reinforced by an argument that the rural population must dwindle away, for the sake of democracy. The argument was stated most forcefully by Anek Laothamatas in a famous article (song nakhara prachatthipatai). Anek said that Thailand would never have an effective and stable democratic system as long as the majority of the electorate were poor peasants. This rural electorate voted in governments of jao pho godfathers, and then the urban population hounded them out, partly through sheer disgust, partly because these governments could not manage the modern urban economy. The villagers chose the jao pho, not because the villagers were stupid or easily bought, but because the jao pho were highly effective pork-barrel politicians who divert more budget into the localities than the paternalist bureaucratic state had ever done. For the short term, Anek advocated decentralization so that the pork-barrel politics could be shifted into local government. For the longer term, he argued that the peasantry had to be developed out of existence by a mixture of prosperity and education.

Anek’s article focused sentiments which were widespread in the urban elite. Bowornsak Uwanno cited Anek’s article as an inspiration behind his drafting of the 1997 constitution—presumably the provisions which gerrymander a much greater urban weighting in the parliament. The Democrats adopted (a little half-heartedly) policies to expand rural education and to promote market-oriented farming to hasten the peasantry’s transition. Anek was drafted into the Democrat party before the 2001 election.

The Anek argument also found support among some of the old left. In the early 1980s, there was a fierce reaction against the Maoist leaning of the CPT in the 1970s. Some leftists returned to the Leninist orthodoxy on the ‘agrarian question’, namely that peasants were a backward force, and needed to be broken down into capital and labour, in order to hasten the transition to capitalism and thereafter to socialism.

Against this view, a new defence of the peasantry emerged in the 1980s in the growing worldwide concern about global and local. Thailand’s particular contribution to this debate was the idea of community culture, watthanatham chumchon, which became fashionable—and controversial—in the late 1980s. At that time, watthanatham chumchon was most important in struggles to switch rural development practice from top-down to bottom-up.

Rescuing the peasant

But in the more intense phase of globalization in the 1990s—and especially in the context of the economic crisis—the effort to rescue the Thai peasant from the dustbin of history took on a new intensity and new character. This was rather complex. This rescue of the peasant had three different aspects. 

First, the peasant was rescued to be the bedrock of cultural nationalism. This was a reprise of the peasant’s role as the ‘backbone of the nation’ which surfaced repeatedly in conservative thought from Rama V to Sarit. But the new version was also interestingly different. In the classic formula, the peasants serve as the backbone by being silent, contented, and loyal. Their role is totally passive. Indeed, they are virtually invisible, and certainly inaudible. They exist to be the object of bureaucratic paternalism and royal protection.

In the new version, the peasant is much more active, indeed creative. We have written about this elsewhere, so here we will simply summarize. The peasant is the repository of social values which help to define what it means to be Thai. He practices an economy which has a logic different from modern capitalism. The concept of a village community can be idealized—rather like a ‘state of nature’ was idealized by Enlightenment thinkers—as the basis for social philosophizing. This social ethic and economic logic can be synthesized through Buddhist principles as a whole new system of Buddhist economics.

The watthanatham chumchon of the 1980s was a determinedly peripheral discourse. But the new and revised version has become central to the cry of ‘culture-in-danger’ in the face of globalization. Watthanatham chumchon now enjoys official patronage.

Much of this, of course, is highly theoretical. It appears in seminars and journals. But the second impulse to rescue the peasant was much more practical.

In the economic crisis, the countryside served as a social, economic and political cushion when the urban economy collapsed. It did not serve as such an effective cushion as it had in past crises. But it still worked. The significance of the king’s 1997 speech, ‘Being a Tiger is not important’, lies precisely in this. The king recognized that the countryside would have to play this role or else, in his words, ‘this crisis will be very difficult’. In the absence of urban social security systems, bureaucrats capable of devising relief policies, or politicians responsive to the poor, there was no other way.

Because Thailand produces all its own food, the collapse of the currency did not produce the inflation which helped fuel distress and disorder in Indonesia. At least on a temporary basis, village households cushioned their migrant family members who were flung out of urban work. In late 1998, the World Bank expressed amazement and relief that the economic shock in Thailand had not generated worse social distress and political disorder. The World Bank’s Thailand office went all gooey about watthanatham chumchon, praising Thailand’s strong communities, Buddhist values, and ‘the priceless Thai values of self reliance and family cohesion’. In one of the crisis’ most bizarre vignettes, James Wolfenson, president of the World Bank, the shrine of free market economics and growth-at-all-cost, gave a speech praising the king’s ideas on self-sufficiency and self-reliance as great contributions to economics.

Finally, there is a third element in this rescue of the peasant, which is more long-term and enduring than the politics of panic of 1997–9

In 1978, the government counted 42 incidents of protest over the year. In 1994, the figure was almost 1000, nearly three 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, the more 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—and by getting steadily deeper into debt (debts to the agricultural bank multiplied ten times in thirteen years). They also become steadily more angry, and more politicized.

Some of their leaders have become closely involved with the provincial political parties, especially Chavalit’s New Aspiration and Banharn’s Chat Thai. They have pressed particularly for price supports to bolster falling prices—with moderate success. During the 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 Sanam Luang. During a big UNCTAD conference in late 1999, the police had to set up block on every radial road to hold off the sugar trucks who threatened to rally in the city centre.

These farmers also demanded debt relief. When in early 1998, the government wanted to implement IMF measures to sort out the financial sector, farmers argued: if the 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 who were 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 CPT 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 much else. Since the late 1980s, there have been attempts to move such people off land. In response there have been growing protests by groups which claim local usage rights over land, forest, and rivers; and which want to preserve their own withi chiwit, their 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.

More pointedly, 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 in Prachuap, the gas pipeline on the Malaysian border, at least eight dams, an experimental nuclear project, the industrial waste scheme for Thailand’s most polluted province, and the urban waste schemes for Bangkok and Chiang Mai. For very practical reasons, these protests cannot be ignored.

In sum, the modernists expect Thailand to undergo a classic labour market transition, from rural to urban, so that the troublesome peasantry will disappear. But after half a century of development, the rural population is still large. Over 60 percent live in villages, and just under half give their primary occupation as agriculture. These statistics overstate the rural-ness. Many rural areas have become very ‘suburbanized’ over the boom. Lots of the people who give their primary occupation as agriculture depend critically on urban sources of income. But the figures are still large. And after the collapse of the boom, the rate of transfer from countryside to city has slackened to almost nothing.

Besides, the expected labour market transition is based on an old model of industrialization-in-one-country. The political economy of the global era seems to be significantly different. Bangkok may become more and more attached to a global economy, while Kalasin, Phayao, and Satun remain decidedly detached. In the postmodern labour market, the city seems to borrow labour power from the villages just for the prime period of their working life, and then return them to their place of origin. Maybe the countryside will not politely disappear.

More immediately, whatever the statistics, the countryside has staged a recovery—in the imagination of cultural nationalists, in the very practical business of cushioning crisis, and in the disorderly reality of road blocks and protest camps.

Country politics

What then are the political implications? One underlying theme of the politics of the past decade has been how these insistent, louder rural voices can be accommodated within the political environment.

In the past, the bureaucracy set itself up as the paternal autocracy of the countryside: don’t dare organize; we will look after you. The Democrats, the party of government of the 1990s, slid in beside the bureaucrats. It took a fractious, intolerant attitude to any rural organization or protest. The 1997 constitution was framed in the same mould, pointedly confining the villager’s political involvement to casting a vote. The rule that an MP must have a tertiary degree disqualifies 95 percent of rural residents, and over 99 percent of farmers.

One stream in the NGO movement over the last decade has taken the view that the parliamentary process is useless, and that it is better to negotiate directly with the bureaucracy in a spirit of cooperation. This stream is best personified by Prawase Wasi. In the early 1990s, it lobbied strongly on such issues as health care, social security, and the environment. It put a lot of effort into the framing of the 1997 constitution. Its monument is the Eighth Plan which supposedly committed the government to ‘people-centred development’. But the Plan was swept away by the financial crisis.

Another stream in the NGO movement advocates agitation and mass protest, using the streets and the media. This strategy is most closely associated with the Assembly of the Poor, but is also copied by others. The Assembly presents itself as a collection of local struggles, networked together. It argues that its strength lies in this decentralised structure. Any attempt at greater cohesion, it says, would make the Assembly vulnerable to internal dissension and external aggression.

But, sympathetic critics argue, the Assembly’s strategy cedes the high ground to the enemy. It is no better than the CPT’s Maoist strategy which meant that cadres wandered around the jungles getting malaria, while urban capitalism grew ever stronger. The strategy condemns rural protest to be always limited to the locality, the short term, the small scale. As such, there have been repeated calls over recent years for a new form of political organization to engage with formal parliamentary politics. Some have proposed reviving the Peasants Federation of Thailand (PFT) from the 1970s. Some have advocate a green party. Since the lapse of the anti-communist law a few months ago, some old debates on political strategy are being replayed. But so far, none of this is going anywhere.

Finally, there is Thaksin, who recognized the political opportunity created by the upsurge of rural protest. He has not brought a rural presence into political institutions, but he has admitted a rural voice to electoral politics and policy-making. He did three things which were totally new. First, he created a party program by asking the mass of the people what they wanted. Second he ran the election by making a direct appeal to the people on the basis of this program, and won a striking victory. And third (and most remarkably), he has implemented (or tried to implement) every major point on that program in his first six months in power.

Conclusion

Let us now conclude; not so much with a conclusion in the sense of a summation or resolution, but with three reflections on where this attempt to present current ‘debates on the future’ has led us.

First, we titled the lecture ‘debates on the future’, but those who expected to hear about essays, lectures, conferences, theories will have been sadly disappointed. Certainly we have mentioned Anek, watthanatham chumchon, and a few other ideas, but we have found ourselves talking much more about struggles over power, resources, rule-setting, and political space. Maybe we could have used the word ‘contests’ instead of debates. But the point is, these issues are not theoretical, but very real.

Second, we have hardly mentioned the word ‘globalization’. The term has faded from the debates. It is no longer something you are for or against, but just something that has to be accommodated. Instead, in both our ‘debates’, we have tended to set up a binary division, with ‘modernists’ on one side, and their opponents on the other. The modernist camp aligns the technocrats along with the orthodox left behind a view that Thailand can, will, must proceed along a well-rutted track towards a modern, industrial, urban society—though perhaps only by becoming a theme park.

If this modernist alliance seems plaek (strange), then the collection on the other side ranks as lak lai lue koen (so diversified). There are community culture types and cultural nationalists who may seem motivated by idealized visions of the past. But there are also idealists and activists who have little concern about the past, but great doubts whether the modernist vision is realistic or likeable. There are also simpler souls who rally to defend a way-of-life, withi chiwit, the most resonant slogan of the past decade. And, of course, there is Thaksin.

The reason behind this variety, we think, is that the future has become much less certain. Partly this is the short-term impact of the crisis. Partly it is a longer-term adjustment to globalization. Many modernists and Marxists still have a vision of Thailand developing towards a modern society, with entrepreneurs converted into industrialists, and farmers into urban workers. There have always been people who resist the vision of Thailand developing towards a modern society—with entrepreneurs converted into industrialists, and farmers into urban workers—because they don’t like it. Now there are others who reject this vision because they wonder whether it exists any more; wonder whether globalization has destroyed the old model of development; whether Thailand is more likely to become the world’s playground rather than its workshop; and whether the large rural population is going to linger much longer than expected.

Third, as the variety of bedfellows indicates, it’s not really a binary argument at all. The binary opposition is to a great extent a product of debate and contest. In this postmodern age, it is our habit to critique, to deconstruct. In times of uncertainty, it is much easier to know what we are against, than what we are for. The optimistic vision is that globalization increases the potential of a future society that can accommodate variety. The pessimistic vision is the theme park.

1
1

