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In January of this year, Thailand had a landmark election. It was a 'first' in many different ways: the first election held under the dramatically new constitution of 1997; the first conducted by an independent election commission, with new rules to combat vote-buying and other irregularities; the first time since 1975 that almost 5 years had elapsed between elections, with the financial crisis forging big changes in economy, society and attitudes in the interval; the first time a party fought the election on a popular platform.

It was a first also in many of its results. It was the first time representatives of several of Thailand's biggest provincial families were beaten in large numbers; the first time one party secured an absolute majority (with a little bit of juggling); the first time Thailand elected one of its richest billionaires as a prime minister; the first time a victor celebrated—not in the time-honoured way of making merit at a Buddhist wat—but by driving his wife in the Porsche to have coffee at Starbucks. Finally it was the first time that a new premier had to wait another six months to see if the Constitutional Court would slap him with a 5-year exclusion from politics on charges of failing to report the billions of baht in assets which happened to be listed in the names of his maid, cook, driver and gardener.

The international press got the event almost wholly wrong. More on the basis of hope than foresight, they expected the incumbent Democrats to win the election. Again more on the basis of hope than foresight, they willed the Constitutional Court to throw out the new premier. And they loaded Thaksin with the new labels of political demonization: populist, nationalist, cronyist.

We think the elevation of Thaksin Shinawatra as PM is truly a 'first', a change. But we don't think the crude labels tell us much, except about the prejudices of the press. Here we want to explore Thaksin by taking three different views of what he stands for, and why he rose.

First layer: Thaksin the businessman.

Thaksin Shinawatra was probably the single most successful entrepreneur during Thailand's boom from 1986 to 1997. He is a fourth-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). In the late 1980s, he was a struggling vendor of computer equipment. By the mid-1990s, he was reckoned to be worth 3 to 4 billion US dollars (at then current exchange rates). This rapid success came from two things. First, he secured four telecoms concessions which gave him monopoly or oligopoly rights—especially the first mobile phone concession, and the first satellite. Second, he raised money on a stock market which was on a rise from 200 in 1986 to 1750 at its peak.

From the start, his success was dependent on politics. He had to canvass politicians and bureaucrats to get concessions. He lost some contests (especially the 3 million line contract in 1991), because rivals had better political connections at the right time. He entered politics for the first time in 1994, and immediately used his position to extend into highway concessions, and to angle for another telephone concession.

But in 1995–6, he lost his influence over the ministry of transport and communications. One competitor got the new phone line contract. Another got a second mobile phone concession which undermined Thaksin's monopoly. The military began making plans to put up a satellite to compete against Thaksin's. Government signed the WTO agreement to liberalize telecommunications and other services by 2006. 

Clearly the future success of his business depended on political decisions: who would get what concession; who would be in the right position to manage telecom market liberalization. He needed political power for commercial survival.

When the financial crisis struck in 1997, Thaksin and his rivals in the telecom industry reacted very quickly. They realized that in the new, tougher circumstances, they had the option of either fighting one another to the death, or pooling resources for survival. They chose the latter. Thaksin and his biggest competitor (CP, Charoen Pokphand) merged their cable TV networks, and agreed to co-operate in other areas. In 1998, Thaksin re-entered politics, started his new party, and launched his bid for the premiership. CP became one of his biggest boosters and backers. By the time Thaksin became prime minister, all four of the big Thai telecom companies were represented in his party and in his Cabinet.

From the beginning of his premiership, Thaksin made it clear that he would not be satisfied with a single term. This is odd when one considers that no previous elected premier has ever survived even one full 4-year term. But it makes sense when you consider that Thaksin and his allies need the second term to ensure they are in charge through the critical period of WTO telecom liberalization in 2006.

Meanwhile since February 2001, the new government has already intervened in the telecom industry in six ways. It scrapped big compensation payments which the telecom concessionaires would have to pay in lieu of their concession fees post-2006. It killed a project, hatched by the previous government, to launch another mobile phone network to undermine the current oligopolistic pricing. It discouraged a HK firm (Hutcheson) from launching a mobile phone venture. It took a first step towards managing the 2006 liberalization by the blindingly simple strategy of legislating that any Thai telecom operator can have no more than a 25 percent foreign shareholding. The process, mandated under the 1997 constitution, to set up a new independent commission to manage telecommunication frequencies, has become tangled in controversies which the government does not seem interested in sorting out. Finally, the government has proposed to absolve ministers' wives from a ban on holding state concessions. Thaksin's businesses are currently run by his wife.

Isn't state power useful?

Thaksin insists he is totally different from the corruption and 'money politics' of recent years. He is absolutely right. He has completely changed the economics of money politics. He is institutionalizing 'money politics'. It is no secret that he personally invested an enormous sum in founding his party and securing his election victory. It is not difficult to see that his ability to recoup this investment through business profits depends crucially on his ability to wield state power. He has taken money politics to a new level, and a new more regularized stage.

But that is just the first layer. Thaksin did not win the 2001 election simply because he is rich and far-sighted. He also represents a change in Thai capitalism and its relationship to the outside world.

Layer two: Thaksin and Thai capitalism

The rise of Thaksin is a response to the big changes which overtook Thailand in the 1990s, and which we can shorthand as 'globalization'. This is both in the sense that Thaksin projected himself as a new kind of leader for a new age. But also (and more interestingly), that what he came to stand for as a political leader and to advocate as policy was moulded by larger social forces and political pressures created by globalization.

To describe these changes, we first have to go back to the baseline in the mid 1980s.

Economic growth was strong (6 to 8 percent a year, with no serious crisis), and largely internally driven by the twin forces of an agrarian frontier and highly entrepreneurial domestic capitalism. Agricultural land was expanding faster than population. Agrarian exports were growing in volume and price. There was a subsidiary growth of manufactured exports based mainly on local source materials and a small transfer of cheap labour out of agriculture.

This growth was based on a high savings rate (around 30 percent of GDP, common in such expanding agrarian economies), and a domestic banking system which swept up those savings and allocated them to groups of domestic entrepreneurs. These entrepreneurs took high risks for high returns, and overcame market failures (such as the lack of legal systems, secure property rights, and market information) by systems of mutual co-operation.

Government managed and protected this economy in two important ways. It maintained a stable, safe macroeconomic environment; because the currency exchange rate was fixed and the capital account closed, this meant simply managing the two gaps—the budget deficit, and the current account deficit. It protected the capital market by defending a domestic banking cartel, and structured oligopolistic competition between entrepreneurial groups to create enough rents to incentivize the entrepreneurs, while maintaining enough competition so that the animal spirits never lapsed into full cronyism.

With economic growth so strong, political energies were not consumed in debates on economic strategy, but rather in efforts to drive political changes which would sweep away the inheritance of dictatorial military rule from the cold war era, and allow the capitalists to dominate the polity. In this context, globalization was seen as a benign force because it favoured democratization, and because it provided Thailand's reformers with lots of examples and assistance. Businessmen and the urban middle class expected Thailand to develop into a 'modern' society relatively quickly under the twin forces of economic growth and globalization.

This picture totally changed over the period after 1984. In the mid-1980s, policy switched away from agrarian growth to export of manufactures and services. Asian (especially Japanese) capital flooded in, and foreign direct investment (FDI) became a much larger component of the economy. Over 1990–3, the capital account was opened and financial market liberalized. These shifts totally changed Thailand's integration into the global economy, and exposure to global forces. They also happened very fast, with almost no institutional development to cope with the changes.

Thailand made the fatal mistake of conducting financial liberalization at a time of recession and high liquidity in the advanced economies of the west and Japan. This tempted western investors—and the World Bank—to believe in fantasies of 'Asian miracles'. The resulting financial inflows into Thailand were enormous compared to the past. In one year (1995), more money flowed into Thailand than over the whole decade of the 1980s. The result was an economic shock of a new type and major scale. The failure to handle this shock resulted in the financial crisis of 1997.

Despite all the writing and controversy on the 1997 financial crisis, it is really very simple. A flood of capital rushed into Thailand after financial liberalization. Given that Thailand already had a domestic savings/investment rate above 30 percent of GDP, there was nowhere much for all this money to go. The result was over-investment and speculation. The money then all rushed out. This flight halved the value of the currency. Any firm which had borrowed foreign cash (and that was most firms) saw its debt doubled in local currency terms, and consequently became bankrupt.

This had two critical results. First, 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 remained ceased to play the role of gathering up the proceeds of the high savings rate and allocating it to entrepreneurs. They ceased lending, and tried to survive by shrinking their business. The old forms of business co-operation which overcame market failures totally dissolved also. Debtors, creditors, and business competitors now fight one another.

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 12 years of the 1986–97 boom. Almost all this inflow went into buying up distressed companies.

For our purposes, what caused the crisis is less important than what Thai people (especially businessmen) perceived was happening.

Most businessmen felt they had done nothing wrong. They had invested heavily in response to the signals of a rising market; they had obeyed market forces and borrowed capital from the cheapest source (foreign loans); and they had believed their government's assurance that the currency value would remain stable. They were, of course, stupid to follow market signals and believe their government. As a result, large numbers of them got wiped out. 7,000 companies disappeared. There are 55,000 debt and bankruptcy suits before the courts. Eight banks and around eighty financial firms have disappeared. A few of the big corporate conglomerates were crippled. Others had to downsize and sell off assets.

On the basis of past history, Thai domestic capital had seen the state as a protector and friend. In this crisis, it felt abandoned. The state did not manage the macroeconomy well. When domestic capital appealed for help, the state instead obeyed the IMF and helped to orchestrate a fire-sale. 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. The result has been that, in the wake of the crisis, domestic capital has become much more focused on capturing or influencing the state, and restoring the state's historic role as the protector of domestic capital.

Some corporations, of course, survived the crisis. And in many ways, those that have survived the crisis, are emerging stronger—because they have been able to restructure, because their local competitors have disappeared, because they were big enough to absorb the shock, and so on.
 Thaksin's Shin Group is one of these survivors. Several others among the survivors form a core group inside Thaksin's TRT party. These include CP, the Maleenont media empire, and the Thai Military Bank group.

Thaksin's politics have also been shaped by a broader reaction among the many businessmen who felt abandoned by the state and the Democrats. When Thaksin launched TRT in 1998, he was still presenting himself and his party as a direct alternative to the Democrats—as a party of modernization in the old style. His slogan, 'Think new, act new', comes from this era.

But as the crisis deepened over 1998–9, Thaksin recast himself as the defender of the small and medium entrepreneur, who were the people really hit by the collapse of the banking system.. He said: 'I wouldn't 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. He positioned Thai Rak Thai as a party of small and medium business which could lead Thailand to an economic revival through a mixture of entrepreneurship, local craft heritage, and high technology. This position made a direct appeal to the feelings of neglect and entrepreneurial pride of Thai business. Thaksin claimed, 'If I'm the government, I will open up choices for people who have the leaning and the ability to be entrepreneurs.'
 

In his political platform, he first started talking about schemes to support small and medium enterprise. By the time of the election campaign, when the capital market had collapsed, he talked about setting up the Thai Asset Management Corporation (TAMC) to buy up the bad debts. In his second weekend in power, he convened a conference which brainstormed how to restore the capital market.

One of the main reasons Thaksin was chosen by the electorate in January 2001 was that he was perceived as the leader with the best credentials for managing globalization. The foreign press tried to portray him as a nationalist and inward-looking, but this is misleading. He is not a nationalist in the old sense. He is not inward-looking in the sense of being unaware of, or antagonistic to, the rest of the world. To the Thai electorate, he is seen as the most international, most global, of Thai leaders: he has a US doctorate; he talks to foreigners in their own language; he claims to be a transnational businessman; he deals in hi-tech. The electorate chose him (rather than more obviously local leaders like Chavalit, Banharn or even Chuan) because he seemed better equipped to deal with the outside world. He did not promise to lead Thailand away from global involvement; but to manage the relationship better, to avoid the disasters of the financial crisis; and to enable Thailand's domestic capital to recover its trajectory of growth.

Layer three: Thaksin and rural Thailand

In his electoral campaign, Thaksin made a direct appeal to the rural voter on a platform of measures to spread wealth and help local economies. No previous political leader had ever done anything like that. Thaksin spent his first day in office having lunch with the Assembly of the Poor, the biggest rural protest organization, after which they closed down a protest encampment occupied for the previous two years.

It is easy to see this as simple political opportunism, and label him as a 'populist'. It is more interesting and instructive to ask why no previous politician had acted like this, and why there was a political opportunity for Thaksin to exploit.

Until the 1980s, agriculture was still growing because of the expanding land frontier, heavy investment, and rising international prices. At the same time, rural society was kept under firm political control. The army destroyed political organizations, and rural leaders simply got shot. Political leaders were sensitive to rural demands, but they adopted a strategy of benign paternalism: don't make trouble; we will look after you

Over the 1980s, all this changed. Agriculture lost its buoyancy because the land frontier ran out; investment was diverted to industry; and the world terms of trade turned against agricultural goods. With the ending of the cold war, the army's role in Thai politics diminished, and the attempts to suppress rural politics relaxed.

By the early 1990s, two streams of rural protest emerged. The first was located among the advanced, market-oriented farmers who had led the earlier phase of agricultural-export-led growth. They protested mainly against falling crop prices, and rising rural debt. In short, they complained that market-oriented agriculture was no longer profitable.

The second stream of protest was located among marginal farmers at the edge of the land frontier. These farmers have little capital resources. Often they are in areas of very fragile ecology. Government did not give them land rights. Many had a history of political involvement in movements of local resistance against central control (e.g. the communist insurgency of the 1960s/70s). Some were in areas which the expanding urban economy wanted to exploit for building hydro dams; locating factories and waste sites; making plantations for the pulp and paper industry. Since the late 1980s, there have been attempts to move such farmers off the land. And in response there has been a growing trend of protest by groups which claim local usage rights over land, forest, and rivers, and which want to defend their own withi chiwit, way of life.

In 1978, the government counted 42 incidents of protest. In 1994, the figure was almost 1000.
 Most of these were rural, and around half about the control over natural resources. In 1992, farmers marched on Bangkok like an invasion, and since then have repeated the same tactic almost every year. In 1995, the Assembly of the Poor was formed to co-ordinate these protests and negotiate directly with the central government. 

The financial crisis changed the intensity of these protests. Initially farmers did well in the crisis because agricultural prices (in local currency) rose. But from mid-1998 onwards, much of the impact of the crisis was dissipated through rural society. The international price of rice dropped by a half. The cost of imported inputs rose. Remittances from family members working in the city shrank. Rural migrants lost their jobs and were thrown back on the support of the rural family. The number in poverty rose by 3 million.

In early 1998, when government wanted to implement IMF measures to sort out the financial sector, farmers got together to protest for debt relief. They argued: if the government can help the rich, why doesn't it help the poor. This protest was repeated in 1999 and 2000. At the same time, many farmer groups protested for price support. 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 prevent sugar trucks invading the city. There were scattered movements by unemployed workers to occupy land—both land in forests, and unused land held by speculators.

By 2000, every large project which needed to appropriate resources of land, forest, or water was blocked by some form of protest. This included two power plants, 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 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.

Thaksin initially had no rural programme at all. His initial recruitment efforts were focused entirely on urban groups. But in early 1999, these rural protests for debt relief, price support, and land reached a peak. Thaksin asked his people for ideas about agrarian reform. They recommended an old student activist from the 1970s who now ran an orchard. Thaksin called him up. The old activist faxed back 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.

There is nothing especially populist about this program. Thaksin simply took the unprecedented step of asking the largest element in the electorate what they wanted from government, and then offered it as an electoral platform. All successful politicians do something like this. What made it so revolutionary in Thailand was that no-one had done it before, largely because rural society did not have the means to express its opinion and make its demands.

Thaksin's party and government is still very much urban-oriented. There are still many ways in which rural people, who still form over half the total population, are excluded from full political participation. But Thaksin's TRT expresses a simple realization. Urban big business has to make some political settlement with the farmers and the rural poor. Total exclusion is no longer an option. In this sense, TRT is an upshot of the changes in rural society which have come about because of the decline of cold war repression on the one hand, and a crisis of price, debt and competition over natural resources on the other.

Concluding remarks

Thaksin is very much part of Thailand's 'money politics'—the close association between business and government, which results in much of the operation of the political system being commercialized. But he also signifies a major effort to change those 'money politics'. In any capitalist nation, where the state plays a large role in structuring the way markets work, there will be businessmen who try to influence the way the state plays that role. In a situation where the political environment has few rules and conventions, those attempts are uncontrolled and tend to be labelled as 'corruption'. At some point in their development, capitalist nations start to get such activity under control by imposing rules and conventions, outlawing certain practices, and institutionalizing others. Thaksin, it seems to us, is part of that. He is institutionalizing the influence of certain business groups in the Thai economy, by attempting to channel their influence through a party system—something like the US Republican party, in which Thaksin has several friends. It is not clear yet whether he will succeed. 

It is inevitable that globalization—and especially the rather intense phase of globalization in the 1990s—should evoke reactions among groups which see that this process needs to be managed. Over recent years, in many developing countries, new leaders have appeared in response to these pressures. Fox and Chavez are examples on the American continent. Thaksin and, in rather different ways, Arroyo and Megawati are examples in Asia. Thaksin is an interesting example because he is so emphatically a child of the financial crisis of 1997. Not so much because of his own needs or creativity, but because of the social forces he represents, he has been driven to articulate a new economic strategy. Whereas the orthodoxy of recent years has said that developing countries can rely upon external forces—world markets, FDI, exports etc—to stimulate growth, Thaksin now fronts up an alternative strategy which pays more attention to building local capital, and increasing local demand.

Amongst the new leaders that have been thrown up in this phase, there seem to be two sorts. Some mostly reflect the desire of old elites to remain in place. This we take to be the significance of figures like Megawati and Arroyo. Others are partly defenders of old elites, but at the same time are responding to new social forces and conditions. We put Thaksin in this category. He recognised the growing rural protest, and connected it to formal politics through the ballot box. Most remarkably, since February he has implemented (or tried to implement) every point on his electoral platform.

But this creates difficulties which may soon expose the limitations of Thaksin's electoral revolution. Reforms disrupt establlished habits, confront vested interests, and break rice-bowls. Those affected include powerful bureaucrats, and old-style politicians, including many inside Thaksin's party. Over time, these forces grow stronger because they know how to play the games of day-to-day politics. Meanwhile popular demands for change grow weaker, because they do not have an institutional channel into the political process. TRT is not a movement. It does not have a mass base. Without this, there is a risk that Thaksin's party will become more and more like other “Messiah parties” of recent years (Chamlong’s Palang Tham and Chavalit’s New Aspiration).

Probably Thaksin would just like to make a few more billions. But in order to do so, he has to become the Thailand's manager of globalization; and he has to lead the dominant urban population to make a deal with the rural majority in Thai society. As a result, he is an agent of change. But perhaps, of a limited extent.
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