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Thaksinomics in Light of the
Heterodox View on Economic Development

Istvan Rado”

The victory of the People Power Party in the 23 December 2007 general elections in
Thailand ultimately illustrated former Prime Minister Thaksin Shinawatra’s (2001 —
2006) unbowed popularity in most parts of the country. The election result was all the
more impressive when one takes into account that the figurehead of the People Power
Party, Thaksin himself, had been literally absent for sixteen months. The coup against
Thaksin’s Thai Rak Thai (TRT) government on 19 September 2006 had drawn on
widespread dissatisfaction within the urban middle-class, sparked by Thaksin’s au-
thoritative and alleged corruptive practices. This dissatisfaction was especially visible
in early 2006, when anti-Thaksin rallies took place in Bangkok. The coup makers, led
by General Sonthi Boonyaratkalin, tried to legitimize the overthrow by stating several
reasons, such as the rift in Thai society, corruption, power abuse, and lese majeste
charges. During its term, the military-installed government under Prime Minister
Surayud Chulanont more or less effectively banished everything associated with
Thaksin. Popular policies were either removed or renamed and media coverage on the
deposed Prime Minister restricted, among other things.

In early 2008, shortly after the elections, top executives of the People Power Party
announced a revival of most policies introduced during the TRT government’s period.
Thaksin’s socio-economic policies have constituted the main reason for his sustained
popularity. “Thaksinomics” — the development strategy during his term - claimed to
be an alternative to the “Washington Consensus,” which through powerful institu-
tions, such as IMF and World Bank, promote neoliberal policy making (through ex-
port orientation, attraction of foreign direct investment, minimal market intervention
by the state, liberalization, privatization, the rule of law etc.).

Aside from Thaksinomics, another set of development theories has emerged to
challenge orthodox — meaning neoliberal - economic theory. The latter type shares
with Thaksinomics the perception that orthodox economic theory as promoted by the
IMF usually fails to solve the economic problems of crisis-ridden developing coun-
tries. Moreover, some nations have achieved economic success despite ignoring such
liberal policies, China being the prime example here. This “heterodox” view on eco-
nomic development first emerged within the neoliberal school, but it has slowly be-
come an alternative to it (Sabel, 2005, p. 4). Whereas the global institutions IMF and
World Bank still promote economic development according to the neoliberal model,
the heterodox view on economic development seems to increasingly have gained
ground within institutions of the United Nations." As the development model of this
school of thought includes all factions within societies, it ensures democracy and
compliance with human rights.

Since the Thaksinomist development strategy is likely to shape Thailand’s future
under the banner of the People Power Party, this paper will outline the most promi-
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nent features of the approach. In doing so, a more conclusive description will be pre-
sented than what is already available in studies covering only single aspects of the re-
cent developments. Strengths and shortcomings of both single policies, and the devel-
opment strategy as a whole will be highlighted as well. Aside from interpreting mac-
roeconomic data, Thaksinomics will be contrasted with the heterodox development
model in order to add other than purely economic standards as part of a brief evalua-
tion of the Thai strategy.

The Heterodox View on Economic Development

Authors such as Dani Rodrik and Charles Sabel have criticized the Washington Con-
sensus for its “institutional endowment” approach, also known as the “big-bang ap-
proach” (Sabel, 2005, p. 4; UN-DESA, 2005, p. 125). Whereas the former term sug-
gests that economic growth is contingent on a predetermined bundle of factors, the
latter implies that introducing market-friendly instruments will inevitably result in
higher growth and economic development. Most authors promoting the heterodox
view refer to the case of China as to make their point that a gradual and piecemeal
introduction of reforms is a key to sustainable development. The theorists explain
China’s success with the compatibility of its reforms with the country’s unique institu-
tional setting. Moreover, it is suggested that development is a learning process in
which the state and private actors combine their efforts in identifying appropriate pol-
icy actions, either targeted to specific economic sectors or the economy as a whole
(provision of laws, infrastructure, laboratories etc.).

Rodrik in particular points out the processual emphasis of this developmental ap-
proach and states that “the analysis of industrial policy needs to focus not on the pol-
icy outcomes—which are inherently unknowable ex ante—but on getting the policy
process right” (Rodrik, 2004, p. 3). In this model, where neither outcomes nor con-
crete policies are defined, the government collaborates with private companies by to-
gether overcoming informational and coordination constraints in building up indus-
tries. The rationale of this idea is that public and private actors pool their respective
resources, which are — due to different perspectives - complementary in the process of
problem identification and policy implementation. The relationship between both ac-
tors is, however, distinct from earlier developmental theories, which suggest that an
authoritarian state dictates policies in a top-down approach; the new ideal in order to
optimize the effectiveness of public-private collaboration is that of “embeddedness”,
where the “ties that connect citizens and public officials [span] across the public-
private divide” (Evans, 1996, p. 180). Evans, as well as Rodrik, recognizes the threat
of corruption imminent to close relationships between bureaucrats and business peo-
ple. They therefore promote either powerful internal norms or a balance between full
embeddedness and complete autonomy. Instead of fostering rent seeking, these rela-
tionships should facilitate the building-up of trust and social capital.

This public-private partnership towards developmental ends leads us to another
characteristic feature of heterodox economic theory: the formation of networks, or
clusters. Michael Porter has prominently outlined the relevance of cluster formation in
his book “The Competitive Advantage of Nations” (1990). Although Porter described
national clusters as predominantly private-private partnerships (encompassing firms
of related industries, research institutions etc.), his treatment of the case for develop-
ing countries is not entirely clear; in parts he seems to sympathize with authoritarian,
developmental regimes at an early stage of development (see Porter, 1990, p. 552).
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According to him, the government may target policies to the advantage and upgrading
of selected industries. Later authors building on this theory, such as Rodrik, have not
only included embedded governmental agencies in the model, but also civil society.
Another difference between Porter and authors such as Rodrik and Sabel, consists in
the latter abandoning the idea that successful industries can be identified ex ante. A
broad consensus on the economic and political benefits of network building in the age
of globalization has also fostered literature on both the functioning and design of net-
works (see for example Sabel, 2005, pp. 37-50; Messner, 1995, pp. 317-24 and pp.
326-34).

Figure 1: Sectors of Thai Society
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The formal working class - meaning those with relatively permanent jobs in enterprises of some
scale - is very small, around 8 percent of the working population. The middle class, meaning any-
one with a white-collar job including bureaucrats, professionals, and managers is around 15 percent
The majority of the society, about two-thirds of the workforce, are in agriculture or the urban in-
formal sector- vendors, mom and- pop stores, services, small enterprises, illegal businesses and a
big casual workforce floating between many jobs. People move back and forth between agriculture
and the urban informal sector.

Source: Pasuk in Bangkok Post, 31 July 2007.

The central state itself stands above vested interests and should not pursue goals other
than the “common good.” Hence, it is primarily ascribed a referee role inside net-
works; its main activity is seen as to ensure a favorable environment for a functioning
market, for social cohesion and for a scaling-up of innovative networks. Some of the
above authors agree that in every developing country there are functioning institutions
and bases for the building-up of social capital, although such often-insulated institu-
tions are typically not revealed in official aggregate figures (Sabel, 2005, pp. 29/30).
Instead of trying to identify promising industries, based on the notion of a “compara-
tive advantage” vis-a-vis other economies, the central government should identify
such institutions. As the building blocks for capacity building through networks, these
institutions trigger a process of removing constraints on development. The state must
then ensure the ability of such networks or clusters to constantly upgrade and combine
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with other societal sectors (scaling-up).

Collaboration inside such networks requires a culture of dialogue that is immune
to the domination by vested interests; the policy outcome must serve society as a
whole. As mentioned, Evans promotes powerful rules in order to avoid rent seeking
by governmental agencies. Others, such as Messner, moreover advocate informal
rules that originate from trust and a shared culture. “Moral rules of the game” come
into play here, deriving from what Messner calls “cultural deep structures” (Messner,
1995, p. 184). The need for ethics and moral norms today is a topic that is in discus-
sion for the global economic setting as well (Earth Dialogues, 2002, p. 4). It is inter-
esting that although these concerns are increasingly being raised due to the social ine-
qualities intensified by the forces of globalization, most theorists refer to such diffuse
terms as “cultural deep structures”, ethics, and “collective identity”. If it is value sys-
tems that are an important answer to both today’s problems (unsustainable and unjust
economic order) and solutions (networks), then such terms are too vague to be of any
help. Instead, religions should be recognized as grown value systems which have de-
veloped and which include ethical and moral norms proven over thousands of years.
Perhaps this fact will be given more attention in future discussions on the functioning
of the current economic system and intra-network collaborations. Signs of such a per-
ception already exist, as on the occasion of the “Earth Dialogues Forum” in Lyon,
France in February 2002. Here religions were ascribed a potential leadership role “in
the sustainable development debate” (Earth Dialogues, 2002, p. 7).

Thaksinomics

Thaksin’s economic policies can be understood against the background of Thailand’s
economic situation following the 1997 financial crisis. In 2001, when Thaksin took
office as Prime Minister, the economy grew at 2.2 percent, compared to an average
growth rate of ca. 8.6 percent between 1990 and 1996 (the pre-crisis period; see Bank
of Thailand, 2007). The Thai economy is highly export-oriented (in 2001 exports ac-
counted for about 57 percent of GDP) and since the crisis, most export-oriented indus-
try is under transnational control.

The country faced a high unemployment rate and a sharp incline in poverty levels,
due to the economic contraction in 1998, when the economy shrunk by 10.8 percent.
Non-permanent, or “informal” workers were especially heavily hit by the crisis. This
in turn directly affected the incomes of rural households, as these depended to a great
extent on remittances from informal urban employment, e.g. in the construction busi-
ness (Pasuk, 31 July 2007). The capacity of the government to tackle these social
problems was limited due to high public household debt (peaking at 57.6 percent of
GDP in 2001) and the conditions imposed by the IMF restructuring programs follow-
ing the crisis (including cuts in government spending, closure of bankrupt financial
institutions and private companies or market liberalization).

In the pursuit to get Thailand back on track to become a fully industrialized coun-
try, the TRT-government undertook a number of schemes targeted at the domestic
economy and, later, at foreign investors. Motivated against the background of the so-
cial structure of the Thai population (see diagram below), and the resulting recogni-
tion that wide parts of Thai society (mainly in rural areas) are excluded from the bene-
fits of economic development, Thaksin introduced expansionary fiscal policies to fos-
ter entrepreneurship and purchasing power among the rural poor.

These policies mainly include the “one-million village fund”, a “people’s bank”, a
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three-year debt moratorium for farmers, a 30-Baht health-care scheme, and the “One-
Tambon-One-Product (OTOP)” scheme. As in the post-crisis period private banks
were still struggling with non-performing loans, Thaksin used “state-owned commer-
cial banks together with specialized banks™ to fund most of these policies in a
“quasi-fiscal” manner (Conroy, 2004, p. 8). These banks were under the supervision
of the Ministry of Finance, but the cost of the lending programs was kept off budget
initially. To take the case of the village fund, 70,000 communities received a million
Baht to be forwarded as credit to individuals to assist micro-business activities. The
limit for individual borrowers was set at 20,000 Baht. In practice, the average amount
granted to borrowers was about half the amount. As there are often no reliable as-
sessments on both the implementation and the outcome of Thaksin’s poverty-
alleviation policies, the success of the village fund credit scheme is hard to evaluate.
Official reports stating that the default rate is between 2 and 3 percent seem hardly
reliable (see Conroy, 2004, p. 9). Though the poverty rate decreased during the im-
plementation period, the extent to which the scheme contributed to this development
cannot be assessed either. Regarding the use of the credit grants, a study of Thailand’s
National Institute of Development Administration suggests that only 21 percent of the
micro-credits directed to farmers were used for productive investments (The Econo-
mist, 5 February 2005, p. 24). The rest was spent either for consumption or to pay
back higher-interest loans.

Another attempt at boosting rural entrepreneurship was the establishment of the
“One Tambon One Product (OTOP)” scheme: here, several state financial institutions
were required to provide loans for local village businesses. An American academic
describes the scheme as follows (Looney, 2003, p. 6):

This program is nationwide, covering nearly all of Thailand's 7,252 dis-
tricts. One Tambon is predicated on the idea that every Thai tambon (sub-
district) has a variety of specialized local products. The key assumption of
the project is that each community has a comparative advantage in one or
more of these traditional products. The project's role is to assist the commu-
nities in modernizing the production and distribution process of these prod-
ucts so that they can be competitive at the national and international levels.
The government's role is to identify candidate products and then to assist
their development through providing necessary support for their eventual
success.

The program is clearly intended to find new niches in foreign markets and
develop new winners that will provide an alternative to the foreign direct
investment-based and mass produced exports products that the country has
been fast losing to China and other countries in the region with cheaper la-
bor.

The scheme thus aimed at the building-up of core competencies and consequently, of
competitiveness domestically and internationally. Robert Looney indicates some early
results quoting government figures®, according to which

[...] total sales of village enterprises under the program [are put] at $558
million in 2002, with an average profit margin of 26 percent. Their products
are also finding their way to the shelves of luxury shops in Japan, the
United States and Europe, thus enabling the village producers to earn four
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or five times more on each item than when sold in the local market
(Looney, 2003, p. 6).

A negative outcome seemed to be, however, that most of the villages turned out to pro-
duce similar goods and were therefore unable to meet demand accordingly. The short-
comings of the above credit-driven programs (including the debt moratorium for farm-
ers) also posed threats to the banks involved in the government programs. Under the
government schemes, which promoted easy money to everyone, usual standards of
creditworthiness were ignored. Although these financial institutions held government
guarantees on their debt instruments, such relaxed standards could moreover deterio-
rate the credit behavior of borrowers over the long term. While in retrospective the
credit programs have incurred losses and thus proved to be unsustainable in their cur-
rent form, the post-Thaksin performance of two major banks pursuing the lending pro-
grams, the BAAC and GSB, shows that both banks are still profitable and continue im-
plementation (Kate, 2007).

An interesting approach to enhance the creditworthiness of poor lenders was the
governments “capital creation” program, introduced towards the end of 2003. Based on
the idea of the Peruvian economist Hernando de Soto, the government sought to legally
recognize undocumented assets held by the poor, such as land assets, public pavement
assets or intellectual property assets (Looney, 2003, p. 6/7). Assets that were formerly
held on customary or illegal grounds were thereby turned into capital. The Thaksin
government pursued the program mainly by distributing land titles. Although the im-
plementation of the capital creation scheme was not immune to threats, either — in the
form of further indebtedness® — the idea not only provided the poor with collateral
enabling them to acquire credit from commercial banks, but also resulted in a wider
inclusion of the underground economy into the formal economy.

The 30-Baht health-care scheme, on the other hand, was a typical welfare policy.
The initial plan was to merge existing risk protection schemes and include those 18.5
million Thais whom those programs did not cover. These programs, introduced over a
forty-year period prior to to the universal health care scheme, include the following
(BM1J, 2004, p. 103):

Civil servants’ medical benefit scheme—introduced in the 1960s for civil
servants and their dependants

Low income card scheme—introduced in the 1970s, providing free care to
low income families and individuals, elderly people, children under 12
years, and people with disabilities

Voluntary health card scheme—predominantly rural; introduced in the
1980s and funded through equal matching of household and Ministry of
Public Health payments

Social security scheme—introduced in the 1990s; it protects workers only
and 1s mandatory.

The integration of the above schemes into the 30-Baht program failed after resistance
from government departments, civil servants and trade unionists. The government
thus postponed the plan by establishing the “National Health Security Office” to over-
see both the 30-Baht scheme and the risk protection schemes. Eventually, “the civil
service and social security schemes [would] be merged into a single universal cover-
age scheme by decree should that become politically acceptable in the future” (BMJ,
2004, p. 103). The 30-Baht program was financed by budgets of the Ministry of Pub-
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lic Health and additional funding by the government. Each province employing and
financing contractor units for primary care undertook the implementation of the
scheme. These units (about five to seven in each province) are in charge of providing
primary health care to all citizens that register with it. Each of them oversees a net-
work of one hospital and all health centers in the district.

Although the scheme must be appreciated for giving the poor access to public
health care provisions for the first time, there are several shortcomings that arose from
the initial stage of implementation. One such shortcoming was the lack of adequate
financing: the capital provided by the Ministry of Public Health did not wholly cover
the lapse of individual user fees. Therefore many provinces and hospitals ran deficits.
This shortage moreover affected resources available for medical teaching and re-
search. As the 30-Baht scheme has shifted the emphasis away from hospitals to pri-
mary health centers, another problem arose from a shortage of medical staff, espe-
cially doctors, in these centers. Lastly, the BMJ-report cites a survey, according to
which “those in the lowest income fifth were spending 7.5 percent of their income on
health compared with an average of 1.6 percent and 0.1 percent for those in the social
security and civil service schemes” and concludes that “This suggests that the scheme
has not yet provided effective financial protection” (BMJ, 2004, p. 105).

Although the 30-Baht universal health care scheme is the most prominent, the
TRT-government introduced more welfare-type policies, in the form of a life insur-
ance scheme for the poor, scholarships and bicycle loans for poor students. Some of
the policies overlap with measures stimulating demand, such as lowering the prices of
typical household goods, e.g. computers and televisions. More obvious in the target-
ing of individual consumers was the fact that the government also eased credit card
regulations, for instance. Moreover, Thaksin made it clear that his welfare-schemes
were temporary measures to bridge the gap between the rich and the poor. Creating a
welfare state was not his intention, as he himself emphasized (Pasuk, 2004, p. 5).

The above domestically-oriented schemes certainly have a potential to narrow the
gap between the rural poor and the urban middle-class population. Through the lend-
ing programs, rural households have been given the opportunity to take part in the
economic process both as consumers and producers. The national economy in turn
can benefit through the inclusion of the informal economy and dormant human re-
sources, which add to economic growth. However, this was only part of Thaksin’s
motives to pursue these domestically oriented activities. To him, an externally-
oriented economy, such as the Thai economy, with exports encompassing 60 percent
of GDP, meant being overly-prone to external shocks, as the 1997 financial crisis and
the bird flu bitterly demonstrated. Thus, strengthening capitalism within Thailand by
e.g. increasing domestic consumption to 60 percent of GDP (compared to 55 percent
during his premiership) and reducing the share of exports in GDP to 50 percent
(Looney, 2003, p. 4) would mean adjusting to the economic structure of most devel-
oped countries. At the same time, by targeting domestic industries with competitive
potential, reliance on FDI would be reduced as well, thus allowing for the building-up
of core-competencies within Thailand. Consequently, this would allow Thai busi-
nesses to move up the value-chain. For the purpose of helping to identify such high-
potential industries, the “competitive-advantage”-guru himself, Michael Porter, was
hired by the Thai government in 2002. The competitive strengths presented by Porter
included tourism, fashion, computer graphics and automobiles. National weaknesses
were identified as well, namely low skills, weak technology and an obstructive gov-
ernment. Very much in line with his theory, he prescribed national cluster formation
and a strong role for the government in targeting selected industries. Probably bearing
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in mind the need for technology transfers, the recommendations also included a big-
ger role for multinational corporations and FDI (Pasuk/Baker, 2004, pp. 113/14).

Although Thaksin’s domestic market stimulus policies constitute the most innova-
tive components of Thaksinomics, his measures included more common and outward-
looking policies as well. The structure of the Thai economy did not allow for a com-
plete neglect of the outside world:

Since 1995, foreign trade had grown from 85 to 125 percent of GDP. Since
1990 FDI has increased more than 10 times. Tourist arrivals, FDI inflows,
and foreign participation in the stock market had increased sharply. The
GDP growth rate depended more than ever on exports, tourism, and interna-
tional financial flows, and hence these areas could not be ignored. Increased
export performance and tourism in 2002/3 raised the GDP growth rates
(Pasuk, 2004, p. 5).

In addition, Keynesian market interventions have a limited effect, the more open an
economy is. According to NESDB figures, the government’s domestic market policies

contributed only slightly more than 13percent of total GDP.

Table 1: Infrastructure projects

Projects Period (miﬁili)ig]gtaht)

1 The new city project at Nakhon Nayok 2004-2012 100,000
2 Khlong Prapa elevated roadway 2005- 20,000
3 Laem Pak Bia Bridge across the Gulf of Thailand 2005-2008 56,000
4  Bangkok Transport master plan (skytrains, subways) 2004-2009 397,800
5 High speed railway expansion projects 2004-2009 400,000
6 Expressways, outer-ring roads and connecting roads 2004-2009 44,728
7 New canal and river routes (11 projects) 2004-2005 7,899
8 Chao Phraya River bridges (4 projects) 2004-2005 11,060
9 Motorways (10 projects) 2006-2010 118,553

Total 1,156,040

Source: Pasuk, 2004

The TRT-government took these facts into account and communicated to the public
and the outside world that its domestic market policies were thought as a counterbal-
ance to losses incurred through the external sector - exports, FDI and tourism. When
these factors pick up, the domestic market policies would be relaxed. This strategy,
called “dual track strategy”, has become synonymous with Thaksinomics (see
Looney, 2003, p. 4). Recognizing the negative relationship between openness and
Keynesian instruments, Thaksin promoted this strategy to other ASEAN-members in
order to create cross-country synergies. The administration also continued courting
foreign investment: the government’s rhetoric on economic issues aimed at increasing
investor confidence, and FDI was sought mainly in the sectors of automobile parts,
food, fashion, tourism and logistics design. The range of export markets was sought to
be expanded to such countries as India, China, the Middle East and Africa (Pasuk,
2004, p. 6).

Big government projects were also launched under Thaksin’s premiership in order
to attract domestic and foreign investment, such as infrastructure projects (such as a
“Bangkok Transport Master Plan” encompassing the skytrain and subway systems),
regional centers of economic activity (one of the plans intended to attract more trade
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and investment to Chiang Mai, another plan was to create a science park in Phuket)
etc. A centuries-old plan to cut a canal through Thailand to shorten the route between
Europe and East Asia was considered as well; the cost for this project was estimated
to be 35 billion USD (for the cost structure of the infrastructure projects see table 1
below).

Under Thaksin, the Thai economy opened up further through multiple bilateral
free trade agreements with e.g. Australia, China and, still in negotiation, with Japan
and the United States (the latter currently on hold). However, as the case of the tele-
communications industry involving the agreement with Australia shows, the benefits
of these treaties are not evenly distributed over all industries (Oskar Andesner, 2 Sep-
tember 2005, Bangkok; personal interview). The TRT-government only selectively
pursued trade liberalization, as e.g. the “United States’ Annual Trade Estimate Report
on Foreign Trade Barriers” of 2004 demonstrates (Bangkok Post, 5 April 2004). Ac-
cording to the report, there still existed a number of business barriers in the form of
high import tariffs and restrictions on foreign investors in several service sectors. In
the telecommunication sector state-owned enterprises dominated the market. The last
feature of Thaksin’s economic policies to be mentioned here, although it is not an of-
ficial part of Thaksinomics is the defense of big business interests of the survivors of
the Asian Financial Crisis. As Pasuk and Baker point out regarding the structure of the
Thai Rak Thai party (Pasuk/Baker, 2002, p. 9):

At the core of Thaksin’s government [...] is a group of the biggest Bangkok
business groups which have survived the crisis: Thaksin himself, the richest
single entrepreneur; CP, the biggest conglomerate; Maleenont, the largest
stock-holders on the stock exchange; Summit, one of the biggest Thai-
owned manufacturing groups; and so on. Thailand’s biggest business now
controls the government.

Thus, most members of Thaksin’s Thai Rak Thai party were prominent corporate
leaders, who, according to Pasuk and Baker, had been shaken up by the 1997 crisis. In
their view, the state had failed in protecting their interests, whereas Thaksin, a busi-
nessman like them, offered the opportunity to regain closer control over politics. The
CP Group, Thaksin’s former biggest competitor in the telecom industry, for instance,
was the biggest backer of Thaksin’s political rise at the end of the 1990s’. Pasuk thus
viewed Thaksin “as the leader of a big business project to seize the state in order to
protect big business against both external and internal threats, and in order to achieve
a ‘great leap forward’ into advanced capitalism.” In contrast to all former Thai gov-
ernments, the economist explained, “Thaksin and his allies want to manage the econ-
omy more actively” (Pasuk at a seminar in April 2004, Bangkok).

In the author’s attempt to examine the outcome of Thaksin’s domestic market
stimuli, it has become evident that due to the lack of transparency (the credit lending
programs were kept off-budget) the losses incurred by the schemes can only be esti-
mated. There were no agencies involved in implementing the economic policies out-
lined above that were not closely associated with the government (see Surin, 2007, p.
4). Thaksin’s premiership resembled the attitude of a Chinese patriarch heading a
family business. His view on the nation was indeed that of a company in competition
with other nations and he openly referred to himself as Thailand’s CEO (Pasuk/Baker,
2004, p. 102). It is therefore not surprising that whenever Thaksin commented on his
government’s achievements, truth was sacrificed for the sake of good marketing (see
for example Conroy, 2004, p. 5; as well as the footnote on p. 18). Traditionally, there
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is no space for criticism on decisions from the top in Chinese family businesses and
thus, Thaksin had no appreciation for scrutiny by the media and the intelligentsia.
Dissent by the opposition, NGOs and intellectuals was branded a danger to “national
interests,” the media was bribed through advertising money, and self-censorship in the
print media became characteristic under the Thaksin regime.

Thaksin eagerly expanded his influence in all sectors of Thai society: By merging
with smaller parties he built a solid power base of 377 out of 500 seats in the Lower
House of Parliament following the 2005 elections (Surin, 2007, p. 6). The TRT party’s
political influence reached such accountability institutions as the Senate as well; Surin
Maisrikrod quotes a Senator, for instance, stating that “the number of Senators who
vote in favor of government keeps increasing between 50 and 80 (out of 200), espe-
cially when the government is determined to pass a bill which is favorable to the tele-
communications businesses”. Moreover, Thaksin appointed his relatives and close
friends to powerful positions in the army and the police: a former classmate was ap-
pointed Commander-in-Chief, the husband of his wife’s secretary became commander
of the air force, and his brother-in-law acquired a key position in the Navy. How far
Thaksin was able to go in his authoritarian grip on power was revealed by his brutal
handling of the unrest in three Muslim-dominated provinces in the far South of Thai-
land (see Shuman, 2005, p. 18), as well as the extra-judicial killings of some 2,500
suspects during the war on drugs.

It was the army where Thaksin’s attempts of control provoked tensions between
the pro-Thaksin and anti-Thaksin groups, the latter headed by General Sonthi Boon-
yaratkalin. It was this power-struggle which eventually led to Thaksin’s overthrow: in
July 2006 General Sonthi removed Thaksin’s allies in high ranks of the military from
Bangkok to the provinces. The general was certainly well-aware of the probability
that Thaksin would use the annual reshuffle of the armed forces on 30 September
2006 to remove him in turn (Murphy, 2006, p. 4; Surin, 2007, p. 13); the coup just
eleven days prior to the event prevented this.

The problem seems to be that Thaksin’s megalomania made him interfere directly
with the king’s own network (McCargo, 2005, p. 501). The origins of the monarchy’s
prominence stem from the military dictatorship era under Sarit Thanarat (1958-63).
Sarit promoted the Thai monarchy in order to gain legitimacy for his holding power.
Since that time, the relationship between the palace and the military has remained
strong: the king’s “right-hand-man” (Murphy, 2006, p. 3) since the early 1980s is
former commander-in-chief General Prem Tinsulanonda, who acts as a link in the
king’s network reaching into governments over the span of twenty consecutive years,
as well as the military and the major bureaucratic institutions. By setting up his own
network as noted above, Thaksin sidelined what is called the “old elite” (Pasuk, 31
July 2007), including the military, judiciary and other sectors of the Thai bureaucracy
that often stood under the patronage of the palace.

Thaksin was not only at odds with the king in terms of human resources, but also
in terms of policy instruments: in the course of a military crackdown on the Islamic
insurgency in Thailand’s deep south, 85 demonstrators were killed, most of whom
died handcuffed in the back of military trucks on 25 October 2004. The Prime Minis-
ter only reluctantly agreed to adopt more “soft measures” as advocated by the king
and set up a National Reconciliation Commission (headed by Anand Panyarachun,
who had been appointed prime minister twice by the king). However, Thaksin “side-
lined the body and largely ignored its recommendations” (Murphy, 2006, p. 2). Cer-
tainly to the resentment of the king, Thaksin had won the support of the rural popula-
tions in a few years through his populist policies, whereas “The king took four dec-
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ades of hard work to become so adored and popular” (Thitinan Pongsudhirak, cited in
Murphy, 2006, p. 2). By sidelining traditional bureaucratic channels in drawing direct
support from the rural poor, Thaksin built his support on the same foundation as the
king. However, he did so by promoting consumerism and a “you can get rich, too”
attitude; an approach, which stood in stark contrast to the Buddhist-inspired “Suffi-
ciency Economy Theory” championed by the king. Consequently, many people per-
ceived him as disloyal to the monarch (Surin, 2007, pp. 11/12).

The People Power Party and the 23 December 2007 general elections

Through his alleged disrespect for the king’s policy recommendations and for the sec-
tors of society close to the palace, Thaksin contributed to the September 2006 coup,
which resulted in his forced withdrawal from politics and the dissolution of his TRT
party. Together with him, another 110 former party executives were banned from tak-
ing political positions for five years. Whereas Thaksin remained in self-imposed exile
until recently, some of the remaining former party members formed parties of their
own afterwards, namely the Ruam Jai Thai Chart Pattana party, Matchimathipattai,
and the Puea Paendin party, all contesting the following general elections in late De-
cember 2007. The biggest fraction of politically-active ex-TRT members, however,
joined the then little-known People Power Party (PPP) in July 2007. Since then, close
allies of Thaksin have been among the key executives of the PPP. The sudden promi-
nence of the party has been subject to extensive media coverage ever since, as it was
perceived to be the resurrected TRT-party (The Nation, 3 August 2007). The fact that
ten million voters rejected the charter of the new constitution drafted by the military-
installed interim government through a referendum in August 2007 further indicated
that Thaksin still enjoyed a formidable power base mainly in the northern and north-
eastern parts of Thailand. After the PPP declared that they would run in the general
election scheduled for 23 December, the party was expected to attract a large share of
rural votes. A victory seemed likely to many observers (The Nation, 25 August 2007).

Figure 2: Party emblem of TRT and PPP

4

Tnasnina

Left: The emblem of the now disbanded TRT party of Thaksin Shinawatra
Right: The emblem of the PPP

With the nomination of former Bangkok governor Samak Sundaravej as party leader
in late August, the party moreover gained a prominent right-wing spokesperson and
defender of Thaksin during the tenure of the interim government. Samak’s alleged
involvement in the killings of pro-democracy protesters in October 1976 and in 1992
had earned him the reputation of a heavy-handed authoritarian figure and royalist. Al-
though his current interpretation of the October 1976 incident during a CNN interview
sparked fierce reactions from the Thai media® (The Nation, 13 February 2008), this
image helped prevent the PPP from the accusation of being disloyal to the monarchy.
This in turn benefits Thaksin as well, since acts of lese majeste were among the four

March 2008 | 29



charges that had led to the coup in 2006. From the day Samak took office as head of
the PPP, in public statements he made clear his conviction that the charges claimed by
the coup-makers against the ousted prime minister were unfair.

Figure 3: Initial election results 2007 (seats)
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Source: Nelson, 2008

In the run-up to the elections, the PPP also revealed its affinity to the disbanded TRT
party to the still-high number of Thaksin-supporters by using a logo, which highly
reminded one of the TRT emblem (see Figure 2). During the pre-election period, the
support of many within the urban informal sector for the PPP became visible in Bang-
kok,7as a high number of taxis and Tuk-Tuks featured the party logo on their vehi-
cles.

The general election, which had become a competition between the pro-coup De-
mocrats Party (with its leader Abhisit Vejjajiva) and the pro-Thaksin camp (PPP),
brought a victory for the latter (see diagram below). Five hours after the election was
concluded, Samak announced his intention to become Prime Minister at a press con-
ference at the party headquarters (The Nation, 24 December 2007). During the next
month the PPP succeeded in forming a coalition government with the Chart Thai
party, Puea Paendin, Ruam Jai Thai Chart Pattana, Matchimathipattai, and Pracharaj,
leaving the Democrats as the sole opposition party in parliament.

Table 2: Key cabinet ministers and Thaksin loyalists

Background Cabinet post
Surapong Suebwonglee Deputy Minister of Public Deputy Prime Minister and
Health, 2001-2005 Minister of Finance
Somchai Wongsawat Thaksin’s brother-in-law Deputy Prime Minister and
Minister of Education
Noppadon Pattama Thaksin’s legal advisor Minister for Foreign Affairs

Source: “The secretariat of the Cabinet” - Assemblies LIV, LV, and LVII, 2008; Bangkok Post, 9 Feb-
ruary 2008.

The new cabinet, in power since 6 February 2008, now includes some of Thaksin’s
close allies (see table 2). Prime Minister Samak has also taken the post as Defense
Minister. It is speculated that the nomination of these persons in key positions serves
attempts both to intervene into charges of corruption and power abuse made against
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Thaksin. A number of ministerial advisers have also been identified as “loyalists” of
the former prime minister. The 23 February edition of the Bangkok Post quotes a
source, according to which “the appointments were proof Mr Samak had no power in
the coalition government”, and “that the deposed prime minister had pulled the
strings” (Bangkok Post, 23 February 2008).

The Revival of Thaksinomics

Even before the PPP-led government took office, Thaksinomist policies had not been
entirely abolished. The interim government under Prime Minister Surayud Chulanont
had promoted the king’s Sufficiency Economy concept, which is regarded as an anti-
dote to Thaksin’s growth-oriented approach. As an article in “The Economist” — enti-
tled: “Rebranding Thaksinomics” - points out, overlaps between both concepts do ex-
ist: the article mentions Thaksin’s 30-Baht health care scheme and notes that “Judged
by the sufficiency theory’s own tenets, the five-year government of Thaksin [...] was
wondrous” (The Economist, 11 January 2007). Bearing in mind the ex-premier’s hy-
per-capitalist developmental approach, this is something of an overstatement, but cer-
tain schemes (and basic ideas) introduced by the TRT-government are indeed com-
patible with the Thai monarch’s concept.® The “Thailand Human Development Re-
port 2007. Sufficiency Economy and Human Development” mentions three “rightly
popular” schemes stemming from the Thaksin regime (UNDP, 2007, p. 61): The uni-
versal health care initiative, the rural debt relief program and the village-level devel-
opment funds. The authors, however, raise the concerns already mentioned, particu-
larly the use of the million Baht fund for other than investment purposes, the contribu-
tion of the scheme to rising private household debts and the lack of independent
evaluation. The implementation of the health-care scheme is criticized for having
been rushed and not thoroughly thought through. The result, according to the report, is
that Thailand was developing a two-class health-care system. The OTOP scheme and
the universal health-care program had therefore not been abolished, but modified
and/or renamed. The latter scheme, for instance, has been changed into free medical
treatment and renamed “Universal Healthcare Project”; the military government
would have also liked to rename the OTOP-scheme, but the plan faced resistance
from village communities, as the brand is already well established.

Since the PPP-led coalition government took over in early February 2008, the
brand “Thaksinomics” is again becoming acceptable in the public domain.’ In late
January 2008 the secretary general of the PPP already announced that the new gov-
ernment would revive up to ninety percent of TRT projects “scrapped after Mr Thak-
sin's forced departure” (Bangkok Post, 31 January 2008). These policies include the
village fund scheme, a two- and three-digit lottery introduced by the TRT, and the
CEO Governor scheme. Prior to the official policy announcement of the new coalition
government on 18 February the reintroduction of a debt moratorium, a people’s bank
and investments in infrastructure and mega-projects were revealed as well (The Na-
tion, 18 February 2008). In concrete terms the latter projects include an irrigation plan
(by diverting water from the Mekong River to the north-eastern provinces), mass tran-
sit schemes for Bangkok, and train projects. The official policy announcement at the
House of Representatives — while indicating the continuation of pre-coup economic
policies — sounded less specific (policy statement of the cabinet, 18 February 2008).
Certain paragraphs in the sections on the agricultural and industrial sectors seem to
refer to the strengthening of the OTOP scheme, although the government itself chose
a term, such as “agricultural procedure according to the theory of sufficiency econ-
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omy”. The statement moreover includes commitments to strengthening certain indus-
tries, such as agriculture, tourism, services, and information technology. Fostering en-
trepreneurship and export promotion in new markets, namely China, India, Middle
East, Africa, and Eastern Europe again remind one of TRT strategies.

Aside from economic issues, it is feared that the new government will treat public
opposition and scrutiny in a similar manner as Thaksin had. Early signs of authoritari-
anism already exist. After Samak had denied the October 1976 massacre at Thamma-
sat University during a CNN interview, the host of the Thai “Viewpoints” radio pro-
gram presented evidence to counter Samak’s interpretation. The program has since
been closed, and Chirmsak Pinthong, the host, accused Minister Jakrapob Penkair of
the Prime Minister Office of having intervened to force the closure (Bangkok Post, 15
February 2008). Government plans to re-launch a war on drugs cause concern among
human rights activists and NGOs as well. The fact that Samak again — as it was the
case when he had talked about the October 1976 incident - diminished the death toll
during the Thaksin administration’s war on drugs, does not restore confidence. The
coalition government does not seem to hesitate to restore Thaksinocracy in all its fac-
ets alongside TRT economic policies: reshuffles in order to replace military-installed
personnel by Thaksin’s allies are already taking place. The head of the Department of
Special Investigation (DSI), Sunai Manomai-udom, is apparently the first victim to be
replaced by Pol Col Tawee Sodsong, “considered to be a close aide of former justice
Minister and deputy leader of the dissolved Thai Rak Thai (TRT) party” (Bangkok
Post, 23 February 2008). The DSI is currently investigating corruption charges against
Thaksin and his wife, Khunying Potjaman. A meeting between Prime Minister Samak
and army chief General Anupong Paojinda prior to the reshuffle of the armed forces in
mid-March has taken place as well. Allegedly, the Prime Minister sought to influence
the military reshuffle, which would help to avoid another coup.

Conclusion

Shortly after the military coup on 19 September 2006, the media inside and outside
Thailand dispersed images of widespread support for the coup-makers within Bang-
kok’s middle class. Yet it took only a few months for this support to crumble, as the
new leaders seemed to lack a clear economic agenda (The Nation, 2 February 2007).
Among the biggest part of Thailand’s society - the rural population - the coup was re-
jected from the start. This, however, was less visible, as this large segment in Thai
society has been widely ignored in the public sphere, which is dominated by the urban
middle class. If the needs of the rural sector are highlighted in the media, it is done so
by displaying the king’s efforts through his agricultural development projects.
Through these projects the king has been in touch with the rural people for over fifty
years. The fact that the king’s development projects'® are put into practice in coordi-
nation with the communities involved reveals his sensitivity for the importance of the
rural people’s political support. This sensitivity may have developed in part after the
experience of the 1970s and early 1980s, when the Thai Communist Party had tried to
build on the dissatisfaction of rural communities with the political-economic system
of the time. After this threat to the constitutional monarchy had been overcome, rural
communities have come entirely under the king’s domain as a result of his develop-
ment efforts. By viewing rural hardships as an object within the monarch’s responsi-
bility — or put differently, by viewing agriculturists as the children of a fatherly king
(Dr. Supawud Saichua, 31 August 2007, at a lecture given at Thammasat University,
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Bangkok) — this large part of society was until recently ascribed a politically passive
role.

With the political rise of Thaksin, the king’s unique role for the rural people was
challenged. In contrast to former governments, Thaksin realized the potential of the
rural sector as a base for electoral support. His message was oriented towards the poor
and Thaksin implemented everything he had promised prior to his premiership. More-
over, he emphasized that he was not part of the traditional Thai bureaucratic elite and
instead was eager to exhibit himself as someone who ascended from humble roots. By
referring to his own example, he gave the rural people the feeling that they could bet-
ter their situation, too. Thus curiously, a businessman has become the populist leader
and organ of the rural poor (Pasuk, 31 July 2007). His solution for this segment’s
problems however, differs fundamentally from the king’s recommendation, which
stresses the priority of self-sufficiency before engaging in the capitalist market.
Shortly after the crisis, the royal concept seemed to appeal to many among the rural
poor (Pasuk, 2005, pp. 162 and 165). Yet the alternative presented by Thaksin, which
emphasized the prospect of wealth, turned out to be more alluring.

Thaksinomics has been termed a new paradigm for Asia in part due to the demise
of the Washington Consensus (Looney, 2003, p. 2). In fact, ample state involvement
did produce astonishing results in terms of economic growth (see Table 3). As the ta-
ble shows, real GDP growth more than doubled a year after Thaksin took office as
prime minister. Although this was helped by external factors — recovery of the global
economy, low interest rates, rising prices for agricultural products — Thaksin’s dual-
track policies directly contributed to the development.

Table 3: Real GDP Growth 2001 - 2005
Year 2001 2002 2003 2004 2005

% 2.2 5.3 7.0 6.2 4.5
Source: Bank of Thailand, 2007

In addition to the government’s domestic market stimuli, export promotion (the sec-
ond track) accounted for this economic expansion as well. The slow-down as indi-
cated by the growth rate in 2005 was due to rising oil prices from late 2003 onwards.
Since the Thai economy depends heavily on oil (Kate, 2003), the economic downturn
was accompanied by a slowdown of private consumption and a rise of household-
debts. Partly as a result of the government’s credit lending programs, the debt level of
the poorest households rose by 22 percent between 2002 and 2004. This reveals a ma-
jor weakness of the credit lending schemes: in times of economic growth and low in-
terest rates, defaults on loans are usually low, but things change when default rates
rise due to a recession. As these risks were borne by the government’s budget, the re-
sult was an increase in both public and private household debts. Nevertheless, as
international credit rating agencies confirmed, Thailand’s fiscal position has remained
stable.

Whereas aggregate macroeconomic numbers are in favor of the Thaksin era, it has
been shown above that most government induced programs had various shortcomings
and showed mixed results. Given the manner in which these schemes were imple-
mented — in a rushed top-down approach seeking fast results — this fact is hardly sur-
prising. Such far-reaching projects need to be accorded with the institutions and
groups that are being targeted; this is common sense for experts on development pro-
jects. Such processes may involve time-consuming procedures of decision-making,

March 2008 | 33



implementation and adjustments, but the outcome is more likely to be sustainable in
the long run. Here lies the main difference between Thaksin’s policy implementation
and the requirements by promoters of the heterodox school of development: the latter
do recognize a role for the state, but only as a mediator in the policy-making process,
which involves all parts of society. State agencies may be embedded in such proc-
esses, but they do not have the capacity to centrally identify policy areas and prescribe
policies from above.

The government schemes do not contradict the heterodox school (here the policy
process is stressed, rather than its outcomes). However, the involvement of NGOs and
experts with long-standing experience in development work may have brought differ-
ent foci of policy—making. It has been mentioned above that the government only be-
gan granting legal land titles in the course of its capital creation scheme, after the rural
poor had been targeted with credit lending programs. Yet how sustainable is any agri-
cultural investment without legal use of land? How much inclined are farmers to in-
vest in agricultural productivity beyond the subsistence level, if they must fear being
chased off their land any time? Until today missing legal guarantees for land owner-
ship are major causes of poverty in Thailand. Effective land reforms have never been
implemented, nor are they a subject of debate in the public sphere. As pointed out by
the “World Economic and Social Survey 2006 published by the UN-DESA (UN-
DESA, 2006, p. 134):

For countries with the majority of their population engaged in subsistence
farming, increasing productivity in the agricultural sector is the key to initi-
ating sustained long-term growth. Higher agricultural productivity [...] cre-
ates demands for manufactured goods and services and contributes to the
development of non-agricultural sectors through their linkages with the ag-
ricultural sector.

In many contexts, low agricultural productivity constitutes a major binding
constraint on sustained growth. Land reform is an effective means of easing
this constraint by transferring ownership to farmers who operate the land

[...]

A big-bang approach — for which the Washington Consensus has been criticized - was
inherent to Thaksin’s implementation of his development strategy as well. Instead of a
gradual introduction of reform, his government introduced various schemes simulta-
neously without tolerating dissent or public discussion. Yet, Thaksinomics must be
credited for being the result of the specific circumstances of both the post-crisis pe-
riod, as well as the Thai socio-economic structures in general. Thaksin appeared to
have a stronger grasp of the latter than anyone else among the political elite.

It remains to be seen whether the PPP, which openly presents itself as the succes-
sor of the TRT party, has learned its lessons from the shortcomings of the latter. By
having appointed Samak as the party-leader, and by having formulated a rather con-
ciliatory policy statement, the PPP is apparently more careful with regard to the pal-
ace and the military. This however, could turn out to be a temporary strategy: Thaksin
returned to Thailand towards the end of February 2008. By bringing his allies into
powerful positions inside the Thai bureaucracy, the new government appears to be
attempting to clear Thaksin from the charges made against him. It is very unlikely that
Thaksin will be able to take the party’s helm any time soon, although Samak, who is
said to be merely a puppet of the former prime minister, lacks a comparable power
base within his own party. As far as the Thai media is concerned, it has been shown
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above that the government has experienced a bad start to their power in office. Samak
later tried to make up for his image through a token gesture, namely cooking a noodle
dish for news reporters (Bangkok Post, 9 February 2008). Yet the media is still suspi-
cious as to whether Samak is able to change his attitude towards public scrutiny. This
in turn would be part of a more inclusive policy-making process, which is at the heart
of the heterodox view on economic development.

Notes

! See for example the “Industrial Development Report 2002/2003” by UNIDO; “World Economic and
Social Survey 2006: Diverging Growth and Development” by UN-DESA, as well as the “Thailand
Human Development Report 2007 by the UNDP. The Harvard economist Dani Rodrik had prepared
his paper “Industrial Policy for the Twenty-First Century” (2004) for the UNIDO as well.

? In concrete terms, the following nine financial institutions are mentioned: Bank of Thailand, SME
Development Bank, Industrial Finance Corporation of Thailand, Export-Import Bank, Bank for Agri-
culture and Agricultural Cooperatives, Small Industry Credit Guarantee Corporation, Government Sav-
ings Bank, Government Housing Bank, Krung Thai Bank (see Phongpaichit, 2004, p. 11).

3 As mentioned in the case of the million Baht scheme, official evaluations by the TRT-government
should be viewed with some suspicion. In fact — as will be noted below — it has become clear after the
September 2006 coup that all credit lending schemes have incurred losses.

* For a more detailed examination of risks inherent to the program see Conroy, 2004, p. 11

> Two Chinese immigrant brothers founded the CP GROUP in 1921. Today, the son of a founder,
Dhanin Chearavanont, is the conglomerat’s CEO. His nephew-in-law, Watana Muangsook, used to be
Industry Minister in the TRT government.

% In the course of the interview broadcast on February 9th 2008, Samak claimed that only “one
unlucky guy” had died during the military deployment, even though a much higher number of deaths is
documented by photographs and videos (Bangkok Post, 23 February 2008). With his comment, Samak
also risked a rift within the PPP as well, considering the fact that some former TRT members had been
present during the crackdown as student activists themselves.

" The author was undertaking some research in Bangkok at the time and sometimes took a taxi home at
night from his base at Thammasat University. During one of these rides, the driver started pointing at a
campaign poster featuring Samak and other PPP executives. He then referred to them as the “good”
guys, and termed the Surayud government the “mafia”.

¥ At an early stage of Thaksin’s political career, he was surrounded by former student activists during
the 1973 uprising against military dictatorship. Many of them had later joined the Communist insur-
gency in the countryside. Some policy schemes, such as the 30-Baht universal health-care scheme,
were inspired by this group (Surin, 2007, p. 9). Curiously, many underlying ideas of the Sufficiency
Economy have been articulated since the 1970s by Thai academics from similar backgrounds.

° During a presentation on “sufficiency economy” at the Thammasat University’s “10th International
Conference on Thai Studies” on 9 January 2008, the Australian academic Andrew Walker stated that
during his research in Chiang Mai province he had come across certain projects initiated by the Thak-
sin-government, which have simply been re-termed sufficiency economy projects after the coup. Al-
though the UNDP report of 2007 mentions TRT policies, the name of Thaksin does not appear any-
where. In a paper for the Journal of Third World Studies in fall 2007, the OTOP scheme is referred to as
a sufficiency economy program (Curry/Kanchana, 2007, p. 85).

1% Here, this term was chosen by the author instead of “royal development projects,” as the latter ex-
pression includes all members of the royal family. Rural communities are being consulted from the
beginning about any of the king’s projects targeting them. This does not always seem to be the case for
projects initiated by other members of the royal family. Moreover, until today the author has not no-
ticed severe criticism about any specific project directly associated with the king, in contrast to projects
started by other members of the royal family.
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