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1. Introduction

ANSIL RAMSAY

The chapters comprising this volume resulted from the Second
United States-Thailand Bilateral Forum held at Uttaradit, Thailand,
November 11-14, 1986. The forum was sponsored jointly by the
Institute of East Asian Studies of the University of California, Berkeley,
the American Studies Program of Chulalongkorn University,
Bangkok, and the Asia Foundation, San Francisco.

Kasem S. Kasemsri, former Thai Ambassador to the United States,
identified the major theme of the conference in his keynote speech:

Thai-U.S. relations are entering a new era which is Janus-like. On one
face, political cooperation between our two countries has rarely been
closer. Another face of our bilateral relations, however, is troublesome.
Because of several recent economic measures taken by the U.S. govern
ment—such as the Food Security Act's rice subsidy program and the sale
of sugar from the Commodity Credit Corporation's stock to China at a
price below that of the world market—the Thai public's view of the United
States has never been so negative. How should we make sense of this
phenomenon of excellent political cooperation and turbulent trade rela
tions between our two countries?

The following chapters address Thai-U.S. relations in this new era
and seek to answer Ambassador Kasem's question. The authors agree
that in political and security relations the United States and Thailand
are very close. The administrations of both countries share common
perceptions of security issues, and are in substantial agreement on
policies toward regional conflicts involving Cambodia, Vietnam and
the Soviet Union. In recent years the United States has sold Thailand
advanced F-16 fighter aircraft, accelerated the military aid program,
carried out joint military exercises with Thai troops, and started nego
tiating for a war reserve stockpile in Thailand.

Where there are disagreements on security issues, they are matters
of degree rather than substance. Thais would like the United States to
provide more help to the Khmer resistance forces than an American
administration is likely to approve. Another issue that may become
more contentious in the future is the terms of an acceptable settlement
in Cambodia. Vietnamese leaders seem to be planning some form of
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2 Introduction

federation of Indochina that would include Cambodia, Laos, and Viet
nam. Yet, as Douglas Pike points out, there has been little serious,
systematic thinking in Bangkok or Washington about what kind of
federation of Indochina might be acceptable to Thailand or the United
States. An American administration might be willing to accept a
stronger form of federation than the Thais. Still another potentially
contentious issue is the Soviet presence in Southeast Asia. Khien
Theeravit brought strong objections from some American participants
with his suggestion that long-term peace and stability in Southeast
Asia required the removal of all foreign forces from the area, not only
the Vietnamese from Cambodia and the Soviet Union from Da Nang
and Cam Ranh, but also the Americans from Subic Bay and Clark.
There is little question, however, that U.S. and Thai administrations
are in greater agreement on security issues than they have been since
the early 1970s.

The other side of the Janus face is the turbulence in trade relations,
and a growing perception among the Thai public that protectionist
measures by the United States are damaging Thailand's prospects for
continued economic progress. Ambassador Kasem suggests that the
main cause of strained trade relations is structural transformation in

both countries. On the Thai side the economy has undergone a major
transformation from an overwhelmingly agricultural economy as
recently as the 1950s to one in which manufacturing is playing a greater
role. In 1984 the value of manufactured output exceeded agricultural
output as a percentage of gross national product for the first time in
Thai history, and in 1985 the value of manufactured exports exceeded
the value of agricultural exports. In recent years Thailand has placed
increased emphasis upon exports as a means of continuing economic
growth. Its major market is the United States. Yet at the same time that
Thailand has placed growing emphasis upon exports, the United
States economy has been undergoing structural transformations
which make it more resistant to importing an increasing volume of
goods from Thailand and other developing countries. Some economic
sectors in the United States which have been particularly hard pressed
include steel, textiles, and agriculture.

Kasem contends that "interest groups from these rust-belt and
farm-belt states have exerted heavy pressure on Congress and the
administration to put up protectionist walls and supply them with
government subsidies in order to avoid the painful experience of
structural adjustments which the evolving world economy is forcing
on them."

Several chapters address the consequences of these changes.
Jeffrey FrankeTs contribution is a useful reminder that there is a funda
mental asymmetry between the two countries. "The United States is so
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large in the world economy it does much to determine the entire
environment of trade and finance in which developing countries live,
beyond the direct links with a given economy." U.S. growth rates, real
interest rates, and dollar exchange rates have a considerable impact
upon the growth rates of commodity-producing exporters such as
Thailand. Protectionism in the United States also can have a consider

able impact on their growth rates. Frankel points out, "While protec
tionist barriers have in the past been substantially lower in the United
States than in other countries, they have been rising in the 1980s in the
form of non-tariff barriers. ..." It is this trend that is of particular
concern to the Thais. "Some Thai manufactured exports that are the
subject of real or threatened U.S. protectionist barriers include tex
tiles, footwear, iron pipes and canned tuna." Of even greater concern
to the Thais is the Food Security Act of 1985 which subsidizes the
exports of certain crops including rice. Frankel suggests that the rice
export subsidy "probably is having a far greater impact on Thailand at
the moment than any other U.S. policies. . . . The prospect of large
quantities of rice flooding onto the market drove down the world
price," and by May 1986"Bangkok prices had fallen to the lowest level
in a decade, inflicting great losses on Thai farmers."

These themes are pursued by several of the Thai authors. Mehdi
Krongkaew discusses the transformation which has occurred in the
Thai economy over the past few decades and focuses upon several
major economic problems facing Thailand. These include a savings-
investment gap, government budget deficits and the foreign debt
situation. While these problems are in part the result of domestic
decisions, they have been exacerbated by recent changes in the world
economy. As Thailand has moved toward exports as a means of
addressing some of these problems, external processes beyond the
control of the government weakened the potential for exports as a
solution to the difficulties. These external factors include declining
terms of trade, and increased protectionism from Thailand's major
trading partners, notably the United States, Japan and the European
Economic Community.

The gravity of Thailand's situation is made clear by Ammar Siam-
walla. Over the past three decades Thai agriculture has continued to
grow—through expansion into unoccupied land and through exports
to growing world markets. Both of these sources of growth have
diminished. There is dispute as to whether Thailand's land frontier has
closed, but there is no question that Thailand's farmers cannot con
tinue to open up land at past rates. Also, a combination of agricultural
gluts in industrial countries, encouraged by substantial government
subsidies—and growing food self-sufficiency in some of Thailand's
traditional markets among developing countries—mean that Thailand
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faces more difficult times in exporting its traditional staples. Forsome
farmers in irrigated areas of the Central Plain there is the option of
switching to nontraditional crops such as fruits and vegetables; These
are no more than a quarter of Thai farmers, however, and the rest live
in rain-fed areas where the prospects for developing new crops are
bleak. One of their main crops will continue to be rice, and it is these
farmers who many Thais believe will bear the brunt of the Food
Security Act of 1985.

The chapters by Melvin Searls and Linda Droker and by Herbert
Levin reject the argument that the United States is heavily protec
tionist, and that its protectionism has had a negativeeconomicimpact
upon Thailand. To the contrary, Searls and Droker argue, U.S. trade
policy "has been ofsubstantial benefit to Thailandand other develop
ing countries." U.S. markets are much more open than Japanese and
European markets, and American imports from ASEAN countries are
growing much faster than Japanese imports from those countries. In
fact, the U.S. balance of trade with Thailand has shifted from a $28
million surplus in 1983 to a $700 milliondeficit in 1985, and approx
imately a $1 billion dollar deficit in 1986. Thai exports to the United
States climbed from $1 billion in 1983 to $1.5 billion in 1985. Searls and
Drokeralso argue that the impact of the FoodSecurityActon Thai rice
prices in 1986 was small. Low prices for Thai rice thus should not be
blamed upon the act. Worldprices for ricehave been falling since1981
and farmers were receiving low prices even before the act came into
effect. Searls and Droker go on to argue that Thailand and other
developing countries must have a greater appreciation for America's
economic difficulties. They further suggest that LDCs can help the
United Statesby reducing unnecessarilyhigh barriers to U.S. exports
such as tobacco, and by doing more to protect intellectual property
rights.

These arguments need to be set in perspective. Underlying the
disputes wasan unstated assumption by nearlyallof the participants
that there is nothing fundamentally flawed in the operations of the
present worldeconomy. Therewasstrong commitment to the concept
of free trade, market-oriented domestic policies, and the belief that
foreign direct investment is desirable. There is no hint that Thailand
should consider lessening its involvement in the world economy, or
that it should in any fundamental way shift its present emphasis on
export orientation. There are suggestions from some of the authors
that it needs to do somethingsbetter. Vichitvong Pombhejara suggests
that one of the most needed changes is to put greater emphasis upon
technological self-reliance. This is, he suggests, the key to genuine
industrialization and continued economic growth. At present the
goods and services produced in Thailand "are mostly foreign and
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substantial parts of the value-added are remitted abroad, leaving only
wages which will again be spent on foreign made products." Such a
process of development leads to increasing indebtedness. Toavoid this
the government needs to place much greater emphasis on research and
development and on the creation of Thai technology than ever before.
Another Thai participant argued, however, that this is precisely what
Thailand now is trying to do.

The issues taken up in the papers were pursued in lively discus
sions among Thai and American participants at the end of each ses
sion. Excerpts from these discussions follow the chapters from each
session. The speakers during these discussions perhaps best summa
rized the differing assumptions or mindsets underlying the American
and Thai positions at the conference. Many of the Americans focused
upon Thai political and economic success, and pointed out that
Thailand is now running a trade surplus with the United States. They
also focused upon American difficulties, the need for Thais to under
stand these difficulties and the need for the United States to have "a

level playing field" on which to compete with other nations in the
economic arena. Underlying all of these points was an awareness, as
one American put it, that the U.S. "relative economic position in the
world has deteriorated" and "we will never again have a dominant
position economically ... to protect us against the vagaries of an
international market." As a consequence "the United States will nego
tiate harder and pursue its interests more strenuously." The Thai fear
is that this pursuit will have potentially very damaging effects upon
Thailand, and that a temporary trade surplus could be very easily
overturned in the future. There also was a decided sentiment on the

Thai side that the terms of the relations between the two countries had

changed. As one Thai put it, "We have taken it for granted that
Thailand and the United States are long-term friends. Thus when
there were trade problems and new trade barriers without being
warned in advance the Thai people, especially the government, felt
betrayed." But now, it was suggested, there is a new situation: "From
the U.S. perspective the relationship has to be short-term and on the
basis of dollars and cents. That is a realistic approach and Thailand has
to accept that."

Perhaps one of the most significant aspects of the changes is that
even a country like Thailand, which has been one of the main benefici
aries of an economic order dominated by the United States in the
post-World War II era, is now beginning to question whether the
United States can behave in ways that benefit less-developed countries
as well as itself. For much of the Thai elite, it has been accepted that
both countries could benefit from the relationship. Now some are
beginning to question the validity of this assumption.
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The responsibility for addressing many of the problems of trade
"turbulence" between Thailand and the United States as well as other

economic difficulties falls on the Thai government. Running through
nearly all of the chapters are proposals for the Thai government to
carry out policies to strengthen Thailand's economy. These range from
proposals for Thai diplomatic representatives in Washington to take a
more active role in promoting Thai economic interests, to proposals for
the government to take steps which ease the agricultural crisis, to
developing plans for long-term energy supplies. Several of the chap
ters, either directly or indirectly, address the question of whether
Thailand can develop a form of governance which can be effective in
implementing such policies.

One of the main domestic effects of Thailand's industrialization in
recent decades has been the creation of a much more complex social
structure, and the country has had difficulty devising political institu
tions which can respond to these changes. These issues are addressed
in the chapters by Ansil Ramsay, Suchit Bunbongkarn, and Marjorie
Muecke. As Muecke points out, economic and social change has cre
ated horizontal groupings of students, migrants and women, among
others, who see themselves as groups rather than solely in patron-
client terms. These kinds of changes have even penetrated into the
religioussphere with laypersons, includingwomen, achievingpower
which formerlywasreserved to monks. Whilea varietyof groups have
begun to emergein Thaisociety, and whilelaypersons havebegun to
play a more participative role in religion, other aspects of Thai life
reinforce hierarchy and inequality.

Among the emerging social forces, some have much more political
clout than others. The most significant has been a new business class
centered upon banks and business conglomerates. These business
people are not the deferential "pariah entrepreneurs" of the 1950s,but
are persons increasingly confident of their abilities and less dependent
upon political patronage for their success. They have demanded and
gotten an increased role in politics. One means is through the parlia
mentary system established in 1978 whose main role, Surin Pitsuwan
suggests, is serving as a "balancing act among contending institutional
interests." Yetthe parliamentary system remains fragile. Suchit Bun
bongkarn suggests that there has been no political institutionalization
of the parliamentary system over the past decade and that the relative
political stability since 1978 is misleading. A major reason is the frag
mented party system which is, if anything, weaker now than before.
Business funding of political parties has weakened the parties rather
than strengthening them as some believed. At the same time the
military has becomemore unified under the leadership ofArmy Com-
mander-in-Chief Chavalit Yongchaiyut—and more sophisticated in
the ways it gains mass support and political influence.
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William Overholt is more optimistic about the possibility of main
taining a "moving equilibrium" in Thai politics and effective policy
making. Thailand has had a strong record of maintaining such an
equilibrium in the past, and there are a number of reasons to believe
the nation can maintain it in the future. Overholt's comparison of Thai
politics with the Philippine situation is a reminder that Thailand has
many strengths politically. A comparisonwith some Africanregimes,
or with Lebanon, makes the point even more strongly. Nevertheless,
the economic problems facing Thailandwillseverely test the abilityof
Thai leaders to maintain the "moving equilibrium."



2. Thai-U.S. Relations at a Critical

Juncture

M.R. KASEM S. KASEMSRI

I wish to thank The Asia Foundation for sponsoring this Second
Thai-U.S. Bilateral Forum. Having participated in the first one at
Berkeley in 1985, I am convinced that this second forum should con
tinue to facilitate mutual understanding on both sides that could lead
to greater harmony in the Thai-U.S. relations by bringing together
policymakers and academicians from both countries for candid
exchanges of views.

All of you, I believe, are well aware that the Thai-U.S. relations are
entering a new era which is Janus-like. On one face, the political
cooperation between our two countries has rarely been closer.Another
face of our bilateral relations, however, is troublesome. Because of
several recent economic measures taken by the U.S. government—
such as the FoodSecurity Act'sricesubsidy program and the sale of the
sugar from the Commodity Credit Corporation's stock to China at a
price below that of the world market—the Thai public's view of the
United States has never been so negative. How should we make sense
of this phenomenon of excellent political cooperation and turbulent
trade relations between our two countries? Whatare the implications
of this double-image relationship between Thailand and the United
States? Theseare the questionswhichI would like to explore here.

After having spentnearly four years in the United States observing
the American political system and its impact on the Thai-U.S. rela
tions, my conclusionis that unless the responsible officials, publicand
mass media of Thailand truly understand the dynamics of the Ameri
can political process, and the U.S. public and decisionmakers under
stand the foreign implications of their proposed actions and incorpo
rate them into their decision-making process, our bilateral relations
will be in for a long rough ride. I would argue that unless those two
conditionsare realized,no "sleightofhand" canmagically bringabout
greater harmony in the Thai-U.S. relations.

The principal reason why it is not easy to bring about greater
harmony is that both countries are undergoing structural transforma
tion. In Thailand's case, in 1985, for the first time in our history the
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value of our manufactured output—which accounted for 42 percent of
Thai exports—is estimated to have exceeded the agricultural output.
This indicates that the Thai economy is on the threshold of an indus
trial takeoff. The rapid urbanization of the Bangkok metropolis as well
as other regional cities is further evidence of the diminishing impor
tance of the agricultural sector in relation to the rising industrial sector.
The increased influx of the rural population into urban areas provides
human resources to operate our factories, thereby contributing to the
industrialization process. However, this also means greater demands
on the government to provide social services to this mass population
and to ensure that economic growth proceeds rapidly enough to pre
vent the revolution of rising expectations from undermining the tradi
tional foundation of the Thai society. This is the raison d'etre of all
these five-year plans. The sixth of these plans has just been put into
effect; it calls for restructuring the Thai economy toward more indus
trialization led by exports. This is the traditional route of past success
by those four Asian "tigers": Taiwan, South Korea, Singapore and
Hong Kong—all of which emulate Japan, the greatest economic trail-
blazer of Asia. In pursuing a similar strategy, Thailand now finds
herself flying after these countries in a "flying geese formation," to
borrow the Japanese term for these Asian NICs (newly industrialized
countries), right into the walls of U.S. protectionism.

The importance of the U.S. market to the Thai economy can be seen
in the following facts: The value of the Thai-U.S. trade in 1985 was two
and one-half billion dollars and accounted for nearly 15 percent of
Thailand's foreign trade. Moreover, for the past five years, the United
States has been Thailand's most important export market. Thus, the
rising momentum of U.S. protectionism is of grave concern to
Thailand. Most Thais do not understand why the United States would
erect trade barriers or engage in trade harassment against their coun
try. After all, Thailand, apart from being a loyal political and military
ally of the United States in Asia for decades, is a blossoming democ
racy with a free-enterprise economy. The Thais are confused even
more when the United States, the former champion of the liberal
international trading system, now is busy limiting Thailand's access to
her own market. This undermines the bilateral trade flows which,
according to the economic principle of comparative advantage, would
bring mutual prosperity to the Thai and the American peoples.

The Thais need to appreciate that, just as Thailand is undergoing
the stress of industrialization, the United States also is going through
the trauma of transformation i^to a post-industrialized service econ
omy, in which the industrial and agricultural heartland is losing
importance to coastal states.
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As the study on the U.S. economy issued by the Democratic party
for the 1986Congressional campaign pointed out, the United States is
becoming a bicoastal economy. Some may say that this study is politi
cally biased. But, in my opinion, if you take it with a grain of salt, it
does contain some truth. According to this study, the states on both
U.S. coasts on the whole are doing better than those in the heartland.
It is interesting to note that some of the staunchest defenders of the
U.S. role as the pillar of the liberal international trading system, such
as Representative Sam Gibbons of Florida and Senators Daniel Evans of
Washington and Mark Hatfield of Oregon, are from the coastal states.
Not coincidentally, these people also happen to be very good friends of
mine and of Thailand. In contrast, the states in the middle, the so-
called rustbelt and farmbelt, are suffering from hard times and natu
rally enough are strongholds of protectionism in the United States.
And as normal occurrences in every democracy, those whose interests
are hurt the most tend to be more vocal and effectively organized than
those who are satisfied with the way things are. Consequently, the
interest groups from these rust-belt and farm-belt states have exerted
heavy pressure on Congress and the Administration to put up protec
tionist walls and supply them with government subsidies in order to
avoid the painful experience of structural adjustments which the
evolving world economy is forcing on them. Thus, it should not come
as a surprise that Thailand and the United States, each being propelled
by its own structural adjustment pressure, must collide at times on the
arena of global economic competition.

The question before us is how our two countries can ride out the
storm of this transitional time of structural adjustment with our histor
ically close relations held intact? Again, let me reiterate the answer
which I gave at the beginning: The responsible officials, educated
public and mass media of Thailand must understand the dynamics of
the American political process, and the U.S. public and decision-
makers must understand the foreign ramifications of their proposed
actions and incorporate them into their decision-making process.

Thailand should realize that the check-and-balance system of
American democracy provides for competing centers of decisionmak-
ing resulting in a decentralized process where power is so dispersed as
at times to be invisible. I, like many of my colleagues in Washington
D.C., when I was Ambassador to the United States, suffered frustra
tion from time to time trying to find the key, or those key levers of
power, which could provide me with a definitive solution to our bilat
eral problems, but I could not find any. President Truman's statement
that "the buck stops here" now is just a myth in an era when President
Reagan could not address a Joint Session of Congress on Nicaragua
because Speaker O'Neill had a previous "golf engagement." In view of
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this decentralized nature of the American political system, for certain
members of the Thai press to blame the entire U.S. government, for
example, on the rice subsidy program of the Food Security Act, is to
reveal inadequate understanding of the dynamics of the American
political process. Before the Thai side can put its fingers on the right
button, we have to learn the intricate and complex system of the U.S.
government and the decision-making process. Otherwise it will be like
rushing in to pour the water on the fire without knowing where the fire
is. If one loves to do business with the United States, which Thailand
evidently does, then it is an unavoidable necessity to comprehend the
American political system. Others, such as Japan, Korea and Taiwan,
have mastered this; Thailand should be no exception.

But whose duty is it to educate the Thai public on these matters? I
think that the main responsibility should lie with the American repre
sentatives in Thailand. I admit that it may be difficult to perform such
public education during periods of high emotion, but efforts should be
made to enlighten the responsible officials, educated public and mass
media of Thailand about how a U.S. decision or law which affects

Thailand has come about. To expect a Thai citizen or the Thai govern
ment to perform this task on their own after such U.S. decision or act
has injured Thailand is unrealistic. A forum like this therefore is very
useful. Its results should be disseminated as widely as possible so that
the responsible officials, educated public and mass media of Thailand
may understand the complexity of the U.S. political process and cease
to have a simplistic view of Uncle Sam as our former BigBrother turned
Bully.

But would better understanding of the U.S. political process bring
greater harmony in the Thai-U.S. relations? Not until the U.S. public
and decisionmakers are aware of the potential implications of pro
posed U.S. actions on Thailand and are farsighted enough to act on the
long-term interests of the United States itself. In this connection, I
wish to quote an observation made by SONY Chairman Akio Morita,
who said that 'American management is getting more short
sighted. . . . Managers can look good (in short-term profits) while
they are destroying the company by failing to invest in the future." I
believe that this observation is relevant not only for American manag
ers but for legislators and administration officials as well.

The U.S. public and decisionmakers need to realize that the option
of a Fortress America is no longer viable for the United States. The
growing dependence of the U.S. economy on the world market, as
seen in the fact that more than 15percent of U.S. gross national product
is derived from foreign trade, further erodes this option for the United
States. The security and economic interdependence between the
United States and the rest of the world is a fact of life nowadays that the
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Americans must live with. But there are some in the halls of the U.S.

Congress right now who deny this fact by trying to divorce foreign
policy considerations from U.S. economic policy, as for example in the
Omnibus Trade Bill(H.R. 4800) recently passed by the House of Repre
sentatives. While I was listening to the debates on this bill a few
months ago in Washington, I was puzzled when I heard one supporter
of the bill after another declaring that although some of the proposed
measures in the bill clearly violated GATT (Generalized Agreement on
Tariffs and Trade), other countries would not dare to retaliate against
the United States for fear of losing the U.S. market. There may be some
truth to those declarations but they reflect this Fortress America
attitude or what I may term as "the Middle Kingdom complex."

As old Asian hands are well aware, China suffered the disintegra
tion of her empire because her leaders during the late nineteenth
century refused to accept the fact that the world had changed and she
was no longer the center of gravity of all the world under heaven. The
Chinese leaders at that time still operated on the assumption that
China was still "the Middle Kingdom" in whose eyes other countries
were still barbarians and thus owed the Son of Heaven their obeisance.
As an old adage goes, "pride goes before destruction." The rest is
history. But for America at this juncture in history, an option is still
there to remain the leader of the Free World, but only by continuing to
be the pillar of the liberal international trading system and acting in
concert with her friends and allies. By continuing to provide liberal
access to U.S. markets for developing countries like Thailand, the
United States will be contributing to the maintenance of a stable
international environment which is conducive to the security and
economic interdependence of the United States along with the rest of
the world. By consulting and coordinating her policy moves with her
friends and allies instead of acting unilaterally, America will be
strengthening her leadership as well as the bonds of alliance.

All decisions have consequences. For America at present, her deci
sion as to whether she should provide leadership for a newer world or
follow the path of the "other Middle Kingdom" has great, perhaps
grave, consequences. The world will be watching closely how the new
Congress dominated by the Democratic party will work with the
Republican president. I wish therefore to end my talk tonight by
posing a question for the U.S. decisionmakers: "Quo Vadis" or
"Whither thou goest?" The answer to this question will determine
whether the relations between Thailand and the United States will

continue to be Janus-like or increasingly harmonized.
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3. Contemporary Thai Political
Evolution

ANSIL RAMSAY

Introduction

Many observers of Thai politics would argue that no evolution has
occurred in Thai politics in recent decades. While there has been
change, it is cyclical, not evolutionary. This change has taken the form of
successive "vicious cycles" which begin with a constitution and election of
parliament and eventually end in political crisis and military takeover.
Eventually a new constitution is promulgated and the cycle begins again.
In this view the experiment with constitutional politics in the 1980s is
similar to previous experiments which have failed.^

This chapter takes a different position. While conceding that there are
many continuities with the past, it suggests that Thai politics hasevolved
in recent decades if evolution is understood as "a series of related changes
in a certain direction. In Thailand this direction has been to open politics
to wider participation than in the past, and to adapt political arrange
ments to accommodate this participation. The source of these changes has
been a pattern of economic development which has strengthened particu
lar groups and classes in Thai society and given them greater bargaining
power vis-a-vis previously unchallenged state agencies, the military in
particular. This in turn has created three kinds of problems. One is how to
establish a regime which can accommodate this new distribution of politi
cal power between state agencies and social forces, as well as among the
social forces. The second is how to legitimize the new regime. The third is
how to promote a pattern of economic development which is supportive
ofthese political arrangements. Accomplishing all three ina coor^nated
way is extremely difficult because the dynamics of one can undermine the
achievement of others. To make matters even more difficult, Thailand
must try to accomplish these tasks in a setting quite different from that of
the 1950s. It is much more integrated into the world economy and, while
this has brought benefits, it also has brought economic difficulties and

^Theconcept of a vicious cyclein Thai politics is discussed in Chai-anan Samudavanija, The
Thai Young Turks (Singapore: Institute of Southeast Asian Studies, 1982),1-5.
^Webster's Third NewInternationalDictionary(Springfield, Mass.: Merriam, 1976),789.
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structural constraints within which Thai leaders must operate. Thailand
also confronts a much more threatening international political environ
ment with the Vietnamese presence in neighboring Cambodia and Laos.

While these international conditions place constraints upon particular
courses of action, they do not, however, determine the t^e of regime
which emerges in Th^and. Nor do domestic economic or social condi
tions. A major assumption of this chapter is that while Thai leaders
operate within the context of extensive international and domestic con
straints which create certain pressures and expectations, they have
options when choosing among regimes. There is no fixed relationship
between level of economic development and type of political regime. As
will be seen, however, particular circumstances can incline leaders to
choose one direction rather than another.

In this framework Thailand's contemporary political evolution has
taken the form of efforts to shape a regime which can accommodate
increasedparticipationin politics by actorsoutside the state bureaucracy,
find a legitimating formula for these new political arrangements, and
promote a pattern of economic growth wWch sustains these arrange
ments rather than undermining them. This chapter argues that these
efforts aremarkedbypolitical evolution and arenot simplya vicious cyde
in which the same pattern is followed again and again. Just how far
Thailandhas comecanbe seen by examiningThaipoliticsin the 1950s and
then tracing changes since then.

The Bureaucratic Polity Years

There are two reasons for using the 1950s as the starting point from
which to measure Thai political evolution. The first is that in the late
1950s Field Marshall Sarit Thanarat adopted a well-defined political
and economic strategy which addressed each of the three problems
discussed in the Introduction: establishing an effective regime, legit
imizing it, and promoting economic development. His years in office
therefore provide a particularly clear-cut basis from which to measure
change. The second is that the economic policies initiated under Sarit
led to far-reaching economic and social changes which in turn have
had a powerful impactupon the evolution of contemporary Thai pol
itics. These changes not only undermined the regime he established
and the legitimacy he tried to create for it but also made it impossible
for subsequent Thaileaders to return to this form ofpolitics. If they are
to govern effectively, they have to find new ways of doing so.

One of the most striking aspects of politics in the 1950s in com
parison with politics in the 1980s is how little role was played by
participants outside the state bureaucracy. For Fred Riggs the domi
nance of that bureaucracywas the major theme ofThai politics, and he
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coined the term "bureaucratic polity" to describe it:

Cabinet members, for the most part, have been officialswho have risen to
political eminence; and in the conduct of their roles as members of a
ruling circle, cabinet politicianshave shown themselves more responsive
to the interests and demands of their bureaucratic subordinates than to

the concerns of interest groups, political parties, or legislative bodies
outside the state apparatus.^

In such a system, David Wilson wrote,

politics has become a matter of competition between bureaucratic cliques
for the benefits of government. In this competition the army—the best
organized, most concentrated, and most powerful of the branches of the
bureaucracy—^has come out on top.^

At its peak under Field Marshall Sarit Thanarat from 1958 until 1963,
political parties were outlawed, elected parliaments were banned,
trade unions were proscribed, and outspoken critics of the govern
ment were jailed. This dominance by the state apparatus was greatly
facilitated by the weakness of groups and classes outside the state.
Thailand was an overwhelmingly rural society in the 1950s, yet there
were no organizations to represent the farmers politically, and the
political passivity of the rural population was a mainstay of bureau
cratic dominance. The bureaucracy also dominated the relatively small
business community. Thailand's largely Chinese business community
was able to survive, Riggs suggests, "only by continually buying
protection from the Thai elite." "Individual businessmen would be
permitted by influential officials to carry on their activities, provided
they contributed financially to the private income of their protectors
and patrons in the government."^ This system did not prevent indi
vidual business families from becoming wealthy, but business people
as a group did not have a great deal of influence, and individual
businessmen were very vulnerable to capricious decisions.

A second major difference between this system and the one which
has evolved from it in the 1980s is the way it was legitimized. Sarit's
goal was to modernize Thailand on the basis of indigenous values and
history. He argued that Western concepts of democracy had not func
tioned well in Thailand and could not do so. Thus they only led to
confusion and conflict. Sarit and his political advisers went back to the
days of King Ramkhamhaeng (127^1317) in search of ideas for an
indigenous ideology. The key concept they adopted for linking ruler
and ruled was that of father-children (pho-luk) in which the leader

^Fred W. Riggs, Thailand: TheModernization of a Bureaucratic Polity (Honolulu: East-West
Center Press, 1966), 312.
^David Wdson, Politics in Thailand (Ithaca: Cornell University Press, 1966), 277.
SRiggs, 251.



18 Contemporary Thai Political Evolution

ruled his people like a stern father ruled his children. The leader was to
care for the people's well-being, but there was no role for participatory
decision making. In Thak Chaloemtiarana's phrase, Sarit was a "pater
nal despot." The "regime was to act in the fashion of a father of a family
and to make decisions independent of the wishes and desires of the
public. . . . Development in the political sense of expanding political
participation, political mobilization, and the building of new political
institutions was no part of the Sarit regime's goals.

Another way of legitimizing rule was to increase the role of the
monarchy. In the aftermath of the 1932revolution the Thai monarchy
was placed in an ambiguous position, and it did not play a very visible
role in Thailand until after Sarit's seizure of power. Sarit began to
encourage the king and queen to travel about more frequently, both
inside Thailand and abroad, in order to enhance the prestige of the
monarchy and simultaneously to increase the popularity of the gov
ernment through its association with the monarchy.''

Finally, to build long-term legitimacy Sarit argued that Thailand
needed national economic development which would meet genuine
needs of the people. These included increased income, roads arid
irrigation systems, and better health care and education.® The ques
tion was how to achieve this, and at the same time reinforce his hold
upon political power. In the period prior to Sarit's rule Thai economic
policy "can perhaps best be described as an era of haphazard, state-led
development."^ In these years governments wanted to encourage
industrialization, yet there were few Thai entrepreneurs. Govern
ments argued that if they simply encouraged the rapid development of
industry, the industry would be dominated by Chinese and foreign
businessmen. As a consequence, the industrialization programs were
ostensibly aimed at ensuring Thai control of the economy, and one of
the main ways of doing this was the establishment of government
enterprises. While the rhetoric emphasized economic nationalism,
many of the state enterprises were in fact surreptitiously run by Chi
nese businessmen who in return kicked back money to Thai political
leaders.

By the late 1950s these economic policies were causing serious
difficulties. The state enterprises often were badly run and inefficieiit.

^The outstanding study of the Sarit era is Thak Chaloemtiarana, "The Sarit Regime,
1957-1963: The Formative Years of Modem Thai Politics" (Ph.D. diss., Cornell, 1974). The
following discussion is based mainlyupon Thak'saccount.The quotation is from page 280.
The study has been published as Th^ Chaloemtiarana, Thailand: The Politics of Despotic
Paternalism (Bangkok: SocialScience Association of Thailand and Thai Khadi Institute, 1979).
TJbid., 397.
sfbid., 279.
^Kevin Hewison, "TheState and CapitalistDevelopment in Thailand," in RichardHiggptt
and Richard Robison, Southeast Asia: Essays in the Political Economy of Structural Change
(London: Routledge & Kegan Paul, 1985), 275.
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Restrictions on foreign investment limited Thailand's access to loans
and aid as well as to potential industrial development. The policies
also created an uncertain business climate in which some businessmen

prospered, but the business community as a whole had to deal with
often arbitrary and unpredictable government decisions.

The turning point in these policies came as a result of recommenda
tions from a World Bank mission sent to Thailand in 1957, and Sarit's
willingness to accept the mission's recommendations as a means of
promoting economic development and consolidating his own political
power. The mission's most important recommendation was that the
state "rely upon and encourage private investment for industrial
development, and that it devote its own energies to provision of power,
transportation, and other necessary social overhead facilities.In
addition the mission recommended that the state restrict its role in

government enterprises and encourage more foreign loans and invest
ments as a way of accelerating economic development. Finally,
Thailand was urged to increase its openness to the international eco
nomic system.The United States strongly supported these recom
mendations, and under Sarit the economic and security ties between
Thailand and the United States strengthened dramatically.

These policies coincided with Sarit's own strategy of promoting
rapid economic development as a way to strengthen political stability
and the legitimacy of his regime. In addition they had the great merit of
giving Sarit an excuse to "destroy the economic bases of the political
rivals which had been staked in state enterprises or state-controlled
companies," and to build his own support among the ranks of export-
import traders and bankers who benefitted most clearly from an open
economy.

Contradictions and the Disintegration of the
Sarit Model

In many respects the policies were remarkably successful. The
economy grew rapidly in the 1960s and political power was smoothly
transferred to Thanom Kittikachorn after Sarit's death in 1963. Political

power continued to be concentrated in the civilian and military
bureaucracies. Although there were some extremely limited experi
ments with elections and parliaments under Thanom, there was little

lojames C. Ingram, Economic Changein Thailand,1850-1970(Stanford, Calif.: Stanford Uni
versity Press, 1971), 229-232. The quotation is from page 231.
i^Akira Suehiro, Capital Accumulation and Industrial Development in Thailand (Bangkok:
Chulalongkom University Social Research Institute, 1985), chap. 4, p. 3. See also Pasuk
Phongpaichit, "The Open Economy and Its Friends: The 'Development' of Thailand," Pacific
Affairs,vol. 53 (Fall 1980),44O-A60.
i^Suehiro, 4-17.
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increase in real political participation. Ironically, however, the conse
quences of the economic development so strongly promoted by Sarit
undermined the stability of the bureaucratic polity, eroded its legit
imacy and called into question its development policies. Challenges to
the bureaucracy's prerogatives increased as economic growth and
diversity strengthened a number of social forces outside the bureaucracy.

The most important were business groups who gained increased
independence from the bureaucracy and greater confidence in their
own capabilities. In the 1960s,

unlike the 1950s, political patronage does not seem to have acted as a
crucial factor for the expansion of . . . [these] business groups. Rather,
such factors as access to foreign capital, introduction of advanced tech
nology, capacity to mobilize capital funds, and market conditions, etc.
became more and more important for the business groups.

The growing economic power of business conglomerates centered
upon major banks also "lessened the necessity of political patronage."
Major businesses and banks certainly found it useful to maintain ties
with leading members of the civilian and military bureaucracies. Nev
ertheless, the relationship between businessmen and bureaucrats had
clearly changed since the 1950s. Many businesspersons became
increasingly criticalof the inefficiencies and regulations of the bureau
cracy, although not openly critical of the top civilian and military
leaders themselves.

A second socialforce was an urban, educated middle class many of
whom also became increasingly disenchanted with military domina
tion of politics. This middle class grew rapidly during the economic
boom of the 1960sand during these years had little reason to criticize
the regime. It found jobs, increased incomes, a growing array of
consumer goods and educational opportunities for its children which
would allow them to follow a similar route. But by the early 1970s a
number of developments threatened middle-class economic and social
achievements. Jobs in the bureaucracy (a traditional goal for the col
lege-educated middle class) became more difficult to find, inflation
began to accelerate—and the United States began to withdraw from
Indochina, causing concerns about Thailand's security.

A certain uneasiness and dissatisfaction developed among the benefici
aries of the great boom as it drew to a close. Exclusion from political
participation had been tolerable so long as the dictatorship "produced" in

i3Ibid., 5-12.
i^For detailed accounts of the growth of these conglomerates see Suehiro and Krirkkiat
Phipatseritham, Wikhro Laksana Kanpenchaokhong Thurakit Khamt Yai mi Prathet Thai [The
Distribution of Ownership in Thai Big Business] (Bangkok: Thammasat University, 1981).
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the economic, security, and educational sectors, but became much less so
as problems accumulated.

There were other challengers to bureaucratic prerogatives as well,
although none were as significant as the previous two. One was the
Thai working class. The development of light industry in and around
Bangkok increased the number of workers in the capital area, and the
growing size of plants brought larger numbers of workers into contact
with one another. Workers had numerous grievances, but were unable
to express them openly because trade unions were banned. Other
challengers came from the countryside. In the early 1970s there was
growing unrest over landlessness and tenancy, and the unwillingness
of the government to do anything about these problems. While few
farm groups were able to organize themselves on a permanent basis,
some farmers' organizations did begin to take shape and some of
them, such as the sugarcane planters, became increasingly effective.^^

One consequence was that the legitimizing ideas of Sarit became
increasingly threadbare.

His self-proclaimed revolutionary goal was to restore a social and political
order based on traditional Thai values, inherently monarchical and hier
archical. Development was intended to reinforce and justify this order,
but in practice it worked to undermine it. Economic development
strengthened the middle class; educational expansion contributed to the
Westernization of their values, or at least to doubts about some Thai
values; and close association with American policy created burning politi
cal issues. In the end short-run strength and stability were purchased at
the price of longer term instability and even political crisis.

Finally, the development strategy of the regime also came under
increasing criticisms for deeply rooted structural flaws as well as short-
term mismanagement. The most serious flaw was a pattern of eco
nomic development biased in favor of Bangkok and the provinces
immediately surrounding the capital. Concerns grew that this pattern
of development would lead to increasing political protest and
instability. The concerns were given added weight by growing insur
gencies in the northern, northeastern, and southern parts of the coun
try which appeared to be fueled in part by economic difficulties in
these regions. This was particularly the case in the northeast. Another

i^Ben Anderson, "\^^thdrawal Symptoms: Sodal and Cultural Aspects of the October 6
Coup," Bulletin ofConcerned AsianScholars, vol. 9 (July-September 1977), 17.
i^Thesedevelopments are discussed in detail in DavidMorelland Chai-ananSamudavanija,
Political Conflict in Thailand: Reform, Reaction, Revolution (Cambridge, Mass.: Oelgeschlager,
Gunn & Hain, Publishers, Inc., 1981). On the sugarcane farmers in particular see Ansil
Ramsay, "The Political Economyof Sugar in Thailand," forthcomingin Pacific Affairs.
i^DavidK. Wyatt, Thailand: A Short History (New Haven: Yale University Press, 1984), 285.
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flaw was the lack of sophisticated means for managing the economy.
The economic policies of the Sarit-Thanom era were "phenomenally
successful when the world economy was booming and stable," but "its
plodding style and lack of sophistication began to show in the rela
tively unpredictable world economic environment after 1971."^® In
addition to these structural flaws, there were politically debilitatir^g
policy failures which undermined the regime. The most damaging
were the series of policy missteps which led to rice shortages and
soaring rice prices in Bangkok in 1973.

These failures to adjust the regime to accommodate greater
demands for political participation, adopt effective new means of
legitimization, and promote sustained successful economic develop
ment led to the student-led rebellion of1973 which toppled the regime
and introduced a three year period of democratic politics. The initial
euphoria of overthrowing the regime quickly eroded, however,
because of economic difficulties, unstable governments, and growing
political polarization between forces of right and left. The govern
ments during the democratic period were unable to accomplish three
critical goals—to institutionalize means of accommodating increased
political participation, develop widely accepted ways of legitimizing
the new politicalorder, and resolve pressing economicproblems. The
democratic experiment ended in October 1976 when military leaders
seized power in a particularly bloody and repressive coup d'6tat. At
the time it seemed to be one more in a long history of coups, and to
confirm the theory ofa vicious cycleofThai politics. What has followed
since 1976, however, suggests political evolution rather than a vicious
cycle.

The Tenuous Consensus of the 1980s:

Toward a Bourgeois Polity?

One of the features most clearly distinguishing Thai politics in the
1980sfrom that of the 1950sis the wider range of participants. There
also was greater participation in the 1970sthan in the 1950s, but in the
1980s participation has been somewhat more institutionalized than in
the 1973-1976 period. Politicalparticipation clearly extends to a wider
range of participants than took part in the bureaucratic polity. It is no
longer limited to the employees of the state, and politics is no longer
simply "a matter of competition between bureaucratic cliques" domi
nated by the military. While competition among bureaucratic cliques

i®Anunar Siamwalla and SuthadSetboonsamg, The Political Economy ofAgricultural Pricing
Policies inThailand (Bangkok: ThailandDevelopmentResearchInstitute, December1986), 45.
i^The best account of these years is Morell and Samudavanija. See also Anderson on the
October 1976 coup.
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continues, and while the military continues to play a major role in
politics, there are also a number of new entrants. The most significant
new participants are members of the business elite who have taken an
increased role in Thai cabinets and have begun to enter politics in a
number of other ways. These range from the creation and funding of
political parties to the formation of commercial associations and par
ticipationin joint government-business committees to deal with issues
of economic policy,

Businesspeople are not the only ones to take a larger role in politics,
although their caseis the most notable. Laborunions also playa larger
role than in the past. The number of labor unions in Thailand grew
from nine in 1972 to 414 by 1983. While their political influence is very
smallin comparisonwith that ofbusiness, it is considerablylarger than
during the Sarit years when unions were not even permitted. They
have some say in tripartite negotiations on the minimum wage, and
occasionally can bring pressure to bear upon governments through
strikes or threat of strikes. Unions are particularly well-represented in
several state enterprises, and their presence has given pause to gov
ernments thinking about privatization or dramatic reductions in the
workforce of some state enterprises.Finally, there is a small number
of rural groups which have been able to make effective demands upon
the government. The most conspicuous are sugarcane farmers who
first formedorganizations in the 1960s tobargainwith millersand then
became increasingly effectivein pressuring governments to maintain
high prices for cane.^

Not only is there greater participation than in the 1950s, but this
participation has begun to be institutionalized. One avenueforgreater
participationis the parliamentary system established by the 1978 con
stitution which established an elected House of Representatives and
an appointed, military-dominated Senate. Thelattercouldsit with the

20These developments havebeendiscussed in a numberofpublications. SeeWisut Tham-
wiriyawong, "Chonchan Namthang Thurakitkab Kanmuang Thai: Suksa Chapo Karani
Kankhaoma Mi Botbat Thangkanmuang DoiTrong" [Leading Businessmen and ThaiPol
itics: An Examination of Their Direct Role in Politics] in Likhit Dhiravegin et al., Kanmuang
Thai Yuk Mai [ThaiPolitics in a New Era] (Bangkok: Phrae Phittaya, 1984), 123-166; Pisan
Suriyamongkol, "Bureaucratic Polity at Bay: The Case of Thailand," paper prepared for
presentation at the annual meeting of the American Political Science Association, New
Orleans, Louisiana, August29-September 1, 1985; AnsilRamsay, "Thai Domestic Politics
and Foreign Policy," in Karl D. Jackson, Sukhumbhand Paribatra, and J. Soedjati Djiwan-
dono, ASEAN in Regional and Global Context (Berkeley: Institute of East Asian Studies,
University of California, 1986), 30-51; and Kevin Hewison, "TheFinancial Bourgeoisie in
Thailand," Journal ofContemporary Asia,vol. 11 (1981), 395-412.
2iSee Suriyamongkol and Arnold Wehmhomer, "Trade Unions in Thailand—A New
Dimensionin a Modernizing Society," Journal ofContemporary Asia, vol. 24 (1983), 481-497.
22Ramsay, "The Political Economyof Sugar in Thailand."
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House to vote on bills affecting the national security, the budget, the
throne and votes of no confidence. The clauses that gave the Senate
these powers expired in 1983 despite major efforts by some military
leaders to amend the constitution to retain a strong Senate and give
senators the right to be appointed members of the cabinet. As a
consequence, while active members of the military and civil service
can be appointed to the Senate, they cannot be appointed to the
cabinet. The defeat of the amendment was significant partly as a
triumphfor parliamentary government, but also for limiting military
access to cabinet positions while continuing to provide access for
leading businessmen-politicians. Their extensive funding of political
parties in recent years can best be understood in this context. The
parties provide them with access to cabinet positions and the control
over the use of authority and government resources which go with
these positions.

Kramol Tongdhamachart effectively summarizes the present
arrangements:

The current constitution, with its balance mechanism between the mili
tary and elected politicians, is the latest experiment towards this end, and
it seems to be the most workable. It may not be to the satisfaction of
everyone, but it is at least acceptable to those groups which have some
share of power.^3

This avenue of participation is the one which has attracted the most
public attention as commentators follow the shifting alignments of
party politics and speculateover the next movesof political and mili
tary leaders. However, it is notthe onlyavenue. Another is the day-to
day interactions between various state agencies and business associa
tions. A number of case studies are beginning to appear which trace
the changes which have occurred here. One is Patcharee Thanamai's
study of the automobile and electricalappliance industries. Thai busi
nessmen were "quite passive" in political decisions affecting these
industriesin the1960s, partlybecause theylacked necessary resources
such as detailed, up-to-date information on sales and marketing, but
also because ofpolitical intimidation. Whenthey disagreedwith gov
ernment policy they could appeal only on a case-by-case basis to the
appropriate agency. At the time decisions on the automobileindustry
were dominated by bureaucrats in the Ministry of Industry and the
Board of Investment. This began to change in the 1970s as busi
nessmen in the industry organized, developed increasinglyup-to-date
dataand tookadvantage ofa moreopen political systemto press their
case. Therealsowaschangeon the governmentsideasthe government
became "more responsive to the business group because it wanted

23Rramol Tongdhamachart, "Recent Political Developments inThailand andTheir Implica
tions for the Future," Contemporary Southeast Asia, vol.6 (December 1984), 252.
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their cooperation to implement industrial policy." While business
came to play a greater role in decisions affecting industry, military
officials, who had taken important roles in the 1960s, no longer played
such a role by the late 1970s. Patcharee suggests that the main reason
was that policy had become increasingly complicated and "required
technical knowledge that only specialists could provide." In summary,
such case studies, along with studies tracing growing business par
ticipation in the cabinet and in other arenas, suggest that businessper-
sons are no longer "pariah entrepreneurs," but are increasingly influ
ential and self-confident about their ability to influence policy. This
pattern is likely to continue irrespective ofwhat happens in the parlia
mentary arena.

There is no readily available concept to describe this new polity. In
some respects it resembles what Huntington and Nelson term a "bour
geois" polity. In this form of polity

politicalparticipation is expanded to encompass the urban middle class
and economic growth proceeds reasonably rapidly. Economicinequality
also increases, both as a concomitant of economic growth and as a result
of the utilization by the middle class of its political power to further its
own ends. The development of electoral and parliamentary institutions
that provide channels for participation by the bourgeois-middle class
groups also helps promote at least short run political stability's

In Thailand today political participation clearly extends to "bour
geois-middle class groups" and inequality has increased for the rea
sons suggested by Huntington. However, Thailandstill is not the full-
fledged "bourgeois polity" described by Huntington and Nelson. Nor
is it clear that a Thai bourgeoisie will eventually come to play as
important a rolein politicsin Thailandasit does in the Huntington and
Nelson model or in Western historical experience.

One major difference between Thailand and the model is that the
Thai military still plays an extremely important role in national pol
itics. Nevertheless, there are several changes between the role of the
military in the 1950s and in the 1980s. The most important is that coups
are more difficult now than in previous years. One reason is military
factionalism. This alone has not prevented coups in the past, but it
does make the task of successfully organizing and implementing a
coup more difficult. Even if the military becomes more unified.

'^Patcharee Thanamai, ''Patterns of Industrial PolicyMaking in Thailand: Japanese Multina
tionals and Domestic Actors in the Automobile and ElectricalAppliances Industries" (Ph.D.
diss.. University of Wisconsin, Madison, December 1985). See also Rick Doner, "State
Autonomy and Host Country Bargaining Power: Automotive Industrialization Efforts in
Thailand,"paper presentedat the annual meetingofthe AmericanPolitical Science Associa
tion, Chicago, September 3-6, 1987.
'^SamuelP.Huntingtonand JoanM.Nelson,NoEasy Choice: Political Participation inDevelop
ing Countries (Cambridge:Harvard University Press, 1976), 22.
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broader participation in politics today makes it much more difficult to
win public acquiescence and support for a coup than in the 1950swhen
the number of participants in politics was much smaller. Another
reason coups are more difficult is the potential opposition of the
monarchy to a coup. In 1981, for example, it sided with the incumbent
government against a major coup attempt. This is not to say there will
never be another successful coup d'etat. It is possible to imagine
circumstances in which the previous obstacles to a coup could be
overcome. Nevertheless, the probability ofa successful coup is smaller
than in earlier decades.As a consequence, some military leaders
havedeveloped a new rationale forcontinuedmilitary participation in
politics which is not dependent upon seizing power through a coup.
Their perceptions and strategies have evolved over the years along
with changes in Thai society and politics. Suchit Bunbongkarn and
Kanala Sukhatanij-Khantaprab summarize this new rationale as follows:

Military leaders have for the first time declared publicly that the armed
forceshavea dual function to perform, that is defense and maintenance of
internal security. Since political stabilization isoneofthemajor prerequi
sites for the internal securityit is legitimate fromthe point ofviewof the
military that they can get involved in politics to restore and maintain
political stability. In other words, politics cannotbe separatedfrom the
military affairs.27

This rationale is quite different from that of the past when the
military's intervention in politics, no matterhowprolonged, was justi
fied by the need to "clean up the mess" made by civilian politiciar^.
Now the rationale is to help developa democratic political system and
to remove the conditions which led to the growth of the Communist
party ofThailand,includingexploitation ofthe poorby the richand the
actions ofcorruptofficials. This view ofdemocracy, however, is quite
different from the usual Western view which relies heavily upon
competitionamong elites for the support of electorsas a key compo
nent of democracy. The version now being promulgated argues that
the essence of democracy is the responsibility of the leaders to the
needs of the population, not election of political leaders. Elections do
not guarantee that the leaders selected willbe responsive to the peo
ple's needs.2®

The present polity is stillvery much a compromisebetween civilian
and military power, not a polity dominated by the bourgeoisie as in

76This discussion issummarized from Ramsay, "Thai Domestic Politics and Foreign Policy."
The analysis draws upon Samuel Huntington's Political Order in Changing Societies (New
Haven: YaleUniversity Press, 1968), 218.
27Suchit Bunbongkarn and Kanala Sukhatanij-Khantaprab, "National Security and the
Contemporary Role oftheThaiMilitary," paperpreparedforpresentation at theConference
on Thai Studies, Chulalongkom University, Bangkok, August 22-24, 1984, p. 2.
28Ibid.,pp. 8-12,15-24.
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Huntington and Nelson's "bourgeois" polity. Itisimportant to recog
nizethat the presentarrangement is a compromise in which there is a
good deal of cooperation and mutual interest between military and
business leaders. There are very close personal ties between some
leading businessmen and high-ranking military officers. Moreover,
presenteconomic and political arrangements serve bothgroups well.
At the same time, there are clear elements of conflict among represen
tatives ofthetwo centers of power over theparticular kind of political
arrangements which best would serve their interests. This conflict
readily can beseen ina major debate over how the present polity is to
be legitimized, and who is to dominate it. There isno single legitimiz
ing formula today analogous to that worked out by Sarit and his
advisors. There are rather at least two major competing formulas.

Thefirstmightbe termed "pragmatic parliamentarianism." It finds
its main supporters among many political party leaders, academics
(especially some of those close to the present government) and ele
ments of the urban middle class. Its essential argument is that
Thailand'spresent political arrangements are the best that can be had
for the timebeing, and any steps to go beyond them will have to be
very gradual ones. Their merit is that they provide an institutional
framework for increased political participation by the middle class
elements which arethestrongest supporters ofthis position. Further
more, the present arrangements allow this participation without
provoking the military or extremely conservative elements to inter
vene to destroy the arrangements—and without encouraging pres
entlyexcluded groups suchasactivist students, aggressive laborlead
ers, or poor peasant movements to believe that their participation
would be welcomed as did much of the rhetoric of the mid-1970s. The
commitment is toparliamentary government, not toopendemocracy.
For the supporters of this position one of the main lessons of the 1970s
is thatThai politics quickly can become unstable, polarized and very
nasty. They are well aware of the undercurrent of intimidation that
surfaced in the mid-1970s and lies just below the surface now. Present
arrangements have helped keep these trends in check.

The second major contender for a legitimating formula might be
termed "authoritarian populism." Those taking this position say they
speak for "the people," but would protect their interests through a
more exclusionary politics. They can be found in the military and
among more conservative members of the civil service and the civilian
population. They argue that electoral politics is neither synonymous
with democracy or the well-being of the majority of Thai citizens.

'̂Perhaps the best discussion of this position can be found inTongdhamachart, "Recent
Political Developments in Thailand and Their Implications for the Future." It should be
emphasized thatthis interpretation isbased uponhisarguments in thearticle. It isnothis
own argument and he might disagreewith the interpretationI have made.
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Under Thailand's present political arrangements, the supporters of
this position argue, "ordinary Thais are not sovereign because the
political system is controlled by wealthy people who use money and
influence to dictate the outcome of an election."^® In 1983 an aide of
General Chavalit Yongchaiyut argued: "The present form of democ
racy in our country—Imean the present form of elections—promotes
capitalist dictatorship. It is democracy in terms of capitalism. Only
those who own capital have the rights and power in our political
situation. They [the wealthy] make use of the constitution in order to
control power for their own benefit, using elections to justify that
power so as to have a say in governing tlie country and using the
limited resources of the nation to serve their own economic interests.
This has led to poverty and injustice in all aspects.In early 1987
General Chavalit himself, then the commander-in-chief of the army,
severely criticized Thai political parties.

Political parties are not political parties but act as trading companies.
Members of Parliament instead of being representatives of the people, are
representativesofthese companies. Someare whiskyor softdrink agents
who are there to protect their private interests.

As far as I can see politicalparties and members of Parliament are only
working for their own private interests. They are doing all they can do to
become ministers and join the Government. This is not right.32

A democratic political system in this perspective is one in which a
government governs "for the benefit and interest of the people." On
the other hand, "if the government lacks responsibility then it cannot
be a democratic system even if it is freely elected.The best way to
make sure that Thailand has such a democracy would be to strengthen
the role of the Senate and carefully appoint capable and responsible
senators from representative social and professional groups. Such a
Senate would be more democratic than the presently elected lower
house and would pursue national interests, not narrow interests of
wealthy capitalists.

The supporters of both positions point to clear flaws in the argu
ments of the opposing position. The supporters of the "pragmatic
parliamentarism" position quickly point out that their opponents'
arguments are self-serving. The most articulate supporters of the
position are military leaders, and the restoration of a more powerful
appointed upper house would give the military a degree of influence

30john McBeth, "Political Crossroads/' Far Eastern Economic Review, vol. 132 (June 19,
1986), 40.
3ilbid.

32''Chavalit Calls Political Parties Traders," Bangkok World,February 14,1987.
33Bunbongkam and Sukhatanij-Khantaprab, 10.
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that it has lost under the present constitutional arrangements and
clearly would like to regain. The arguments also share the flaw ofany
positionwhichallegedly speaksin the name of"the people." Thereare
very different groups, classes, ethnic communities, religions and
regions in Thailand. If elections are notused to select their represen
tatives, then what other format is to be used to decide what their
wishes are and how their conflicting interests are to be resolved?
Another difficulty is deciding who would appoint "representative"
members of the Senate. These "representative" members are likely to
be drawn disproportionately from the military andcivilian bureaucracy.

Thesupporters of the "authoritarianpopulism" position retort that
the present political system is clearlyself-serving for an urban-based,
wealthy elite and a middle class residing in Bangkok and provincial
towns. Despite the theory that electoral politics givesdifferentgroups
and regionsa chanceto electrepresentativeswho willspeak for them,
the reality is quite different. Even leaders of political parties freely
admit "that parties often choose candidates for their local influence
and for the amount of money they can contribute to a campaign."^
Former Prime Minister Kukrit Pramoj is quoted as having said of the
members ofparliament that their "only thought is what they willhave,
what position they will hold and how much money they will earn."^^
Theconsequenceis that the MPsgenerallyare held in very lowesteem.
"In a recent survey of 800 workers Thammasat University's Human
ResourcesInstitute found that about 80percent of the respondents had
a negative attitude towards the behavior and performance of MPs."
Surveys of professional people yield similar results.^®

Neither side has been successful in gaining dominance of its posi
tion as a legitimizing formula. Their problem is that neither can make a
crediblecase that it speaks foruniversal or general interests rather than
for its own particular interests. The militaryprobablyhas the edge in
this matter in the late 1980s, given the extremefragmentation ofpoliti
cal parties and the credibility with which General Chavalit can portray
the parties as "trading companies" representing "private interests." In
these circumstancesthe present regimeis heavilydependent upon the
support of the monarchy for legitimacy, since it presently is the only
institution which can claim to speak for the general interest. The
increased role of the monarchy in politics is one of the major evolution
ary changes in recent years. It is a striking development in a country
which had a revolution in 1932 aimed at dramatically limiting the
powers of an absolute monarch. From 1932 until the Sarit era the

«McBeth, 41.
^John McBeth, "Politics VWthout Guilt," FarEastern Economic Review, vol. 123 (March 22,
1984), 18.
^McBeth, "Political Crossroads," 41.
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Chakrimonarchsplayedlittlerolein Thaipolitics, and even afterSarit
encouraged a more visible monarchy, wherein the monarch operated
mainly asa symbol ofthe nation—not asan influential actorin politics.
The shattering of Sarit's legitimizing strategy and the failure of a
successfulalternative to replace it have created the opening for a much
greater role for the monarchy in the 1980s. What began as a comple
ment to the strategy worked out by Sarit has grown to be the dominant
legitimizing force in Thai politics. Moreover, in recent years the mon
archy "has been able to exert decisive influence on events at crucial
junctures." This began with the October 1973 uprising when the king
intervened to persuade Thanom and other key leaders to leave the
country—and has continued ever since, most dramatically in 1981
when the monarchy sided with the government in an attempted coup,
ensuring that the coup leaders would fail to gain popular support.^^
This kind of direct intervention in politics runs the risk, however, of
undermining the claimto represent the general interest, and raises the
question of how effectively subsequent monarchs can play the role so
ably played by King Phumiphol.

For these tenuous political arrangements to become institu
tionalized and to develop legitimacy of their own rather than depend
upon the monarch, the pattern of economic development must sustain
rather than undermine them as the pattern of development promoted
by Sarit undermined his regime. In Sarit's case the main conflict was
between social forces emerging from the process of economic develop
ment and an exclusionary political regime. Today two overlapping
conflicts threaten the continuation of the regime. One is the conflict
between the military and civilian politicians. The other is the conflict
between a large number of well-organized business groups who bene
fit from present patterns of economic development, and technocrats
and economic managers who believe that it is necessary for Thailand to
change these patterns of development if it is to continue to develop
successfully. These overlapping conflicts led to the collapse of a gov
ernment in 1986 and underlie much of the debate in Thailand over the

future of the present regime. To understand how the second conflict
emerged it is useful to examine some of the problems Thailand now
faces after decades of rapid growth and how these problems have led to
a greater role for state management of the economy.

"From 1960 to 1977, GDP [gross domestic product] growth averaged
7.6% a year and was broadly based with all sectors participating in the

370ne of the best discussions of the changing role of the monarchy is Sukhumbhand
Paribatra, "The Chakri Dynasty and Thai Politics, 1782-1982," unpublished manuscript.
Discussion in published sources include Wyatt, 306-307, and Derek Davies, "ARight Royal
Example," Far Eastern Economic Review, vol. 131(January 23,1986), 22-25.
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growth process."^® Even though it has slowed from this pace in recent
years, its growth rate is well above the average of other middle-income
less developed countries. This growth was accompanied by dramatic
reductions in the percentages of persons living below the poverty
level. It also was accompanied by rapid diversification of crops, the
acceleration ofindustrial growth and the expansionofagriculturaland
industrial exports. In comparison with many other countries
Thailand's economy has performedwell. Its problemsare hardly ofthe
same magnitude as many African countries, or of such major debtors
as Mexico.

Nevertheless, Thailand faces several difficulties that are cause for
concern and that, if not addressed effectively, could become
increasingly serious. Some of these stem from the pattern of growth
Thailand has followed since the 1950s, and they have been consider
ably exacerbated by recent trends in the world economy. One is that
public and private investment projects have been biased toward the
more developed areas of the country. As a consequence, the National
Economic and Social Development Board (NESDB) points out, "the
pattern ofeconomic growth has been mainlyconcentrated in Bangkok
and the Central region."^^The World Bankreaches a similar conclusion.^®

This disparity was a source of concern for some scholars and gov
ernment officials in the early 1970s, but as long as real incomes and
standards of livingcontinued to improve the problem did not appear
to be particularly serious to most policy makers. Now this improve
ment is threatened, and a number of observers both inside and outside
Thailand have begun to be concerned about trends in the rural areas.
For decades Thailand has been able to achieve relatively high agri
cultural growth rates mainly by bringing previously unused land
under cultivation, not through high yields. In fact, yields per hectare
formajorcropshaveremainedlow. With the gradualdisappearanceof
frontier areas, further growth rates in agriculture will have to come
largely from increases in productivity. Without such increases farmers
will find it very difficult to increase their incomes. In some areas that
depend upon rainfed agriculture the farmers' incomes may even
decline. In addition, there is increased concern about growing

38The quotation is from Thailand: Toward a Development Strategy ofFull Participation (Wash-
ington, D.C.: TheWorld Bank, 1978), 1. OeyAstra Meesook reports that the proportion of
persons living below the official poverty Une declined from 57 percent in 1962/63 to 33
percent in1975/76. Thedataarefrom OeyAstra Meesook, Income, Consumption and Poverty in
Thailand, 1962163 to1975176 (Washington, D.C.:TheWorld Bank, 1979), 49-53.
^^The Fifth National Economic and Social Development Plan, 1982-1986 (Bangkok: National
Economicand SocialDevelopment Board, 1981), 81.
^Thailand: Toward a Development Strategy, 30.
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inequalities among farm households in some of the wealthier rural
areas of the Central Plains and in the North. This concern focused
mainly upon tenancy in the past, but laildlessness also has become a
source of concern. A closing land frontier coupled with the creation of
too fewjobs in urban areas is likelyto causegrowing landlessness and
urban unemployment."*^

These difficulties have been exacerbated by changes in the interna
tional economy. Thailand is much more open to influences from the
international economy than it was two decades ago. The "ratio of
import-export value against the nominal GNP . . . rapidly increased
from 34 percent in 1960 to 49 percent in 1980."^ Greater emphasis
upon exports played an important role in Thailand's rapid economic
growthin the 1960s and 1970s, but it alsomadeThailandmorevulnera
ble to shiftingtrends in internationaltrading patterns. WhileThailand
successfully diversified its cropexports,and began to exporta range of
light industrial products, its exports remain concentrated in products
which are vulnerable to falling prices and protectionism.*^ The strat
egy, which worked well in the 1960s and early 1970s, began to encoutt-
ter increasing difficulties as terms oftrade turned againstThailandand
protectionism increased in several of its markets. The"terms of trade
losses suffered since 1980 are the major underlying force explaining
the slowdown in Thai economic growth in the 1970s and early 1980s
when compared with the 1960s, and account to a large extent for the
deterioration in the balance of payments since 1979."** Making these
difficulties worse is growing food self-sufficiency in such traditional
exportmarkets as Indonesia. Mostdisturbingly, severalofthese trends
appear to be structural rather than cyclical. If this is the case, then
Thailand cannot simply wait for another upturn in the world economy
to restore former rates of growth.*®

At the same time that its continued earning capacity from interna
tional trade has been threatened, Thailand has continued to have high
import bills. The industrial sector has grown rapidly in Thailand, but
much of the sector is heavily dependent upon intermediate and capital

4ilbid., 71-73.See also Ansil Ramsay, 'Topulation Pressure, Mechanism, and Landlessness
in Central Thailand," Journal ofDeveloping Areas, vol. 19 (April 1985), 351-368.
42Suehiro, chap. 5, p. 5.
^Thailand: Managing Public ResourcesforStructural Adjustment (Washington, D.C.:TheWorld
Bank, 1984), 174-179. In 1983 primary commoditiesaccounted for 62 percent of Thailand's
merchandiseexports,fuels,minerals,and metalsaccountedfor6percent,while textiles and
clothing accounted for 11 percent. These data are from World Development Report 1986
(Washington, D.C.:TheWorldBank,1986), 198. Integratedcircuitshaveemergedas a major
export itemin recentyearsbut the firms producing thesecircuits aremainly American and
the linkagesof this industry with the rest of the Thaieconomyare weak.
^Thailand:Managing Public Resources for StructuralAdjustment, 34.
"^The Fifth National Economic and Social Development Plan, 2.
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goods imports. Even with a growing number of Thai industries and an
increased emphasis upon exports, there has been little development of
intermediate and capital goods industries in Thailand. As a conse
quence Thailand must import many of these goods from abroad. Also
of concern along with trade deficits is a growing external debt caused
in part by a pattern of insufficient domestic savings.

The drop in prices for many Thai products in world markets in the
last few years has cut into earnings of farmers and businesspersons,
thus lowering domestic demand for goods and services. This has
contributed to slowed economic growth. And slowed economic
growth has led in turn to growing problems with budget deficits
because of lower tax revenues. The estimated budget shortfall in 1986
of sixty billion baht is a record high deficit for Thailand. Also of
concern is the composition of the budget. The largest item in 1986, as
has been the pattern in recent years, is debt servicing—and the areas of
the budget which have suffered most from the shortfalls are the devel
opment categories.

The response has been a greater role for state officials in managing
the economy. There are a number of reasons for this. One is that only
the state can take certain kinds of steps to address the difficulties.
These include decisions on foreign exchange rates to encourage
greater competitiveness for Thai products, control of the money sup
ply, large investments in intermediate and capital goods industries
which individual businesses or groups of businesses cannot afford,
better regulation of unsound business practices which harm the repu
tation of Thai products abroad, pressuring other governments to
reduce tariffs (or at least not enact new ones), and dealing with interna
tional agencies such as the World Bank and the International Monetary
Fund. These steps cannot be taken by individual businesses or by
business groups, and the businesses themselves recognize this. While
they continue to call for the elimination of bureaucratic red tape and
inefficiency, they also call for government leadership in addressing the
problems Thailand now confronts.^^

It is worth emphasizing that it has been technocrats and economic
managers who have taken the most active role in addressing the
problems, not cabinets as a whole or the more traditional ranks of the
bureaucracy. One source of new policies and strategies could, at least
in theory, come from elected cabinets. For a variety of reasons this has
not happened. One is that the fragmented party system leads to fragile

^Thailand:Managing Public Resources for Structural Adjustment, xxv, 75;and Pisit Leeahtam,
"Some Aspects of the Recent Adjustment Efforts in Thailand: The Twin Deficits/' Bank of
Thailand QuarterlyBulletin, vol. 25 (September 1985), 63.
^^See, for example,"DarkClouds with a SilverLining,"Bangkok BankMonthly Review, vol.27
(February 1986), 51.
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coalition governments, and the members of the coalition tend to be
concerned overwhelmingly with particularistic goals. The rapid turn
over of ministers in governments increases the difficulties of elected
governments trying to make major economic decisions.^®

Even in their election campaigns, when they do not have to be
concerned about immediate issues such as which member of the party
gets which cabinet seat, party leaders have not presented coherent
economic policies to address the interlocking economic problems.
Faisal Sricharatchanya, commenting on the economic policies
sketched out by the parties in the 1986 elections, notes that while "most
parties are singing the classictunes of raising crop prices and improv
ing the lot of the rural poor, few seemed to possess a comprehensive
blueprint designed to systematically address all the country's eco
nomic ills. What transpires is largely a collection of proposed pro
grammes aimed more at tackling specific trouble spots in the short
term than rectifying longer-term structural problems.

If the parties lack such comprehensive blueprints, so do the military
factions. While many of the reformist elements in the military are
concerned about levels of poverty in the countryside and exploitation
of rural people, none seems to have an overall strategy of how to tackle
these problems or a vision of the direction Thailand's economy should
take. One example of this was the attempted "Young Turk" coup of
1981. According to recent analyses of the coup, the coup makers had at
best very fuzzy ideas of the kind of economic strategy they wished to
pursue if they had been able to consolidate their power. The leaders of
the failed coup of September 1985 seemed to have had even fuzzier
economic ideas. The handling of major economic problems has gone
by default to the technocrats.

A second reason for the growing influence of technocrats is simply
the growth in their skills and numbers. In the early 1960s Thailand
relied heavily upon technical expertise from outside the country,
mainly from the United States and the World Bank. Increasingly,
Thailand has been able to staff its agencies with its own technocrats.
They, to a much greater degree than politicians or military leaders, are
able to address the complexities of the economic issues facing
Thailand. The edge which such expertise would give any group of
technocrats in a similar situation elsewhere in the world is enhanced in

Critique ofthe NewGovernment's Economic Policy/' Bangkok Bank Monthly Review, vol.
23 Qune 1983), 260.
49Paisal Sricharatchanya, "Promiseof the Good Life," Far Eastern Economic Review, vol. 133
(July17,1986), 36-37. Fora summary of the platformsof the major parties see "Economic
Policies ofMajorParties,"Bangkok Bank Monthly Review, vol. 27(July1986), 301--308. See also
"Nayobai phatanakasettam phaen hoklaekhongphak [Policies forDeveloping Agriculture
of the Sixth Plan and Political Parties], Su Anukhot (September 8-14,1986), 20-22.
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Thailand because they are able to draw upon a heritage of political
values and symbols which gives great prestige to high-ranking govern
ment officials.^^

Third, the technocrats have become much more effective in coordi
nating activities among various institutes such as the NESDB and key
economic ministries. This has been especially true under a succession
of governments led by Prime Minister Prem. His willingness to listen
to technocrats and make them his advisors has helped this process, but
leading technocrats also have taken the initiative in coordinating their
activities so as to increase their influence. They also have taken the
initiative in addressing particular problems and have acted on these
problems even when their actions offended major groups of businesses.

Finally, the technocrats' influence stems from a shift in emphasis
upon the predominant problems facing Thailand. Before the oil crises
of the 1970s "political stability and national security were the most
important targets for the political leaders. . . . After the oil crisis
serious economic problems such as inflation, unemployment, a widen
ing income gap between the cities and rural areas became more essen
tial matters to be solved by the government.These issues give an
advantage to the technocrats.

In recent years they have taken an active role in making both short-
term efforts to achieve macro-economic stability, and long-run efforts
to reshape the Thai economy in ways which will avoid or eliminate the
structural problems that have emerged in the last few years. Among
the short-run steps have been the baht devaluation of November 1984,
a program of government austerity since 1983, tighter regulation of
banks and chit funds and the tax reforms of 1986.

In addition to these short-run interventions, government agencies
also have taken on a much more activist role in attempting to reshape
the structure of the economy, to eliminate or at least alleviate the
vulnerabilities and failings of the past development strategy. This is a
marked departure from the role given the government in the Sarit
years when its main function was to be supply infrastructure. One of
the most obvious examples is to move toward a greater export orienta
tion for the economy. This includes efforts to make Thailand's indus
tries more efficient and competitive in world markets through restruc
turing, and attempts to move away from biases against exports. These
efforts thus far have achieved limited results, but they continue to be a
focus of governmental strategy.

soSuehiro, chap. 5, pp. 10and 56. For an excellentdiscussion of Thai attitudes toward dvil
servants and politicians see Morell and Samudavanija, 24-34.
^iSuehiro, chap. 5, p. 55.
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Another example is the Eastern Seaboard Project. In some ways this
is an example of providing infrastructure, but it goes well beyond past
examples such as building irrigation systems and roads. In the Eastern
Seaboard Project the government is taking a major role in developing a
new kind of industrial structure for Thailand, thus lessening
Thailand's dependence on other countries for capital and intermediate
goods. There are several proposed elements to the project and they
have been the subject of intense debate for months, but several of the
elements now have been approved. These include a commercialdeep
seaport at Laem Chabang and an export processing zone near the port.
Another example of a huge project already well under way and linked
to the Eastern Seaboard Project is the development ofThailand's natu
ral gas resources.

These efforts at restructuring the economy are set within the con
text of a clearly articulated strategy of economic development which
underpins and justifies these kinds of activism. One of the best
spokesmen for this strategy is Snoh Unakul, Secretary General of the
NESDB. He suggests that by 1980

ithadbecome quiteevidentthathighgrowth alonewouldnotbeenough,
nor desirable, nor sustainablein viewof the growingdomesticstructural
imbalances and the severe economic and financial constraints following
the second oilshockand the longest and deepest recession the world had
to face since the Great Depression.^3

As a consequence the Fifth Economic Plan (1982-1986) was
designed to achieve more balanced growth than in the past. Its major
goals were stabilizing the economy, diversifying agricultural and
industrialgrowth, decentralizing growthoutsidethe Bangkok region,
and developing better publicand privatesectorcooperation.^^ Thelast
point is worth emphasis. Before the 1980s, Dr. Snoh notes, the rela
tionship "was not good."

There was a prevailing senseof distrust, and elements of arrogance on
both sides. The public sector regarded the private sector as selfish
entrepreneurs and thinking only of their personal profits with little sense
ofsocial responsibility. Theprivate sector, on the otherhand, suspected
Government officials ofbeingextremely inefficient, corrupt and bureau
cratic in their working attitude.^s

He believes that these points of view have begun to change some
what, especially since the creation of the Joint Public/Private Sector

52These projects havebeendiscussedinnumerouspublications. Ausefulbriefoverview can
be found in Thailand: Managing Public Resources for Structural Adjustment, 190-202.
53Snoh Unakul, "Thailand: The Fifth Plan Strategy," in National Development Strategy of
Thailand (Bangkok: National Economic and Social Development Board, no date), 19.
54Ibid.

ssjbid., 25.
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Consultative Committee in 1981: "I think we can say with confidence
that as far as public/private sector cooperation is concerned, we have
never had it so good." These changes are summarized in his conclu
sion that "theThai government has made considerable progress in transforming
its role from a rigid regulator toaflexible promoter."^ The government clearly
intends to continue to play this role in the new Sixth Five-Year Plan even
though the privatesectorwillbe expectedto carry more of the burden of
economic development.

Whether the government can play this role successfully remains to be
seen. The technocrats do not have a strong politicalbase of their own to
carry out the plans they have articulated. This is critical, because while
major businesses have called for greater government leadership in
addressing key economicproblems, the technocrats and economic man
agers within the government have their own agendas and strategies
which in some cases lead them into direct confrontation with business

groups as wellaswith the military, civilservants and laborunions. These
organizations will fight to block changes which adversely affect their
interests, and in recent decades they have become more effective in
defending these interests through political parties, membershipin cabi
nets, and the numerous government/industry consultative groups as well
as by extraparliamentary means such as demonstrations. At the same
time the older style factional struggles for power described by David
Wilson and Fred Riggs continue and can be used to defend privileged
positions in the economy.

One of the main effects of the austerity policies was to slow economic
growthevenfurther than it alreadyhad been slowedbynegative trends in
the worldeconomy. Whileseveralexport-orientedindustrieswerehelped
by the government policies, other industries were hurt, including many
import-substituting industries which had emerged in the 1960s. These
included automobiles, consumer durables, liquor and soft drinks. Many
of these were parts of business conglomerates linked to major banks.
Banksalso were hurt directlyby the policiesbecauseoflowered demands
for loans and excess liquidity. ChatriSophonpanich of the BangkokBank,
for example, bluntly stated in late1985 that "businessconditionswere the
worst in two decades."^^ The policies also antagonized some of the
politicalparties in the governing coalitionwho believed they were losing
electoral support through their associationwith the policies. These par
ties were in turn linked to some of the businesses most adversely affected
by the government's economic policies.

s^Ibid., 26. Emphasis added.
^^''CurrentState of the Economy/ Bangkok Bank Monthly Review, vol. 26 (November,1985),
501.
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These frustrations culminated in the collapse ofthe Prem government
in May1986 and new parliamentaryelectionsin July. John McBeth wrote
of the government collapse:

The available evidence suggests it was this convergenceof interests that
lay behind the downfall of Prem's ruling coalition, highlighted by the
subsequentroleofatleastoneseniorgeneralinhelpingtoput togetheran
alliance of old-guard politicians—many of them with connections to
powerful banking and business families who have suffered as a result of
the administration's austerefiscal measuresoverthe past twoyears.Their
avowed aim: to block the return of Prem (and through him Finance
Minister Sommcti Hoontrakul) and to promote the political future of
dismissed armycommander Gen. ArthitKamlang-ek, anoutspokencritic
of Prem's 1984 baht devaluation.

The hostile attitude of many banks can be traced back to the baht
devaluation and the heavy losses they tookbecause they had not been
awareit wascoming.Butthey havealsobeen aggravatedby a government
crackdown on sloppy and irresponsible banldng practices, particularly
among a plethora of famUy-owned concerns—a move which foreign
bankers say was long overdue.^s

The government which followed these elections was still another
coalition—and evenmoreunstablethan theonewhichprecededit, for
reasons discussedby Suchit Bunbongkarn in another chapter in this
volume.

Conclusion

Those who argue that there has been no significant political evolu
tion in Thailand are correct to argue that there is much continuity in
Thai politics. A person coming directly to the 1980s from the 1950s
would find much that he or she would recognize. But there also have
been important changes. The three discussed in this paper are the
emergence of groups outside the bureaucracy, most notably business
groups and an urban middle class, the increased role of the monarch in
legitimizing and stabilizing governments, and the more active role
played by government technocrats and economic managers in the
economy. The argument of the author has been that these changes
have not been random, but are related. The politicalformulas worked
out in the Sarit era succumbed to the consequences ofeconomic devel
opment initiated in that era. The pattern of development Thailand
pursued led to the growth of numerous social forces and a more
pluralistic society. Their political participation has been institu
tionalized tentatively in the present polity, but there is stillno widely
acceptedlegitimizingformulafor the present arrangements. The mon
archy has stepped in to fill this role and to provide a stabilizing

^McBeth, ''Political Crossroads/' 41.
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influence in an unstable setting. The pattern of development initiated
under Sarit brought considerable economic growth, but also led to
structural economic problems which have been exacerbated by
changes in the international economy. These have in turn enhanced
the role of state economic managers and technocrats.

It is not possible to predict the future pattern of political evolution in
Thailand. Those who have tried to do so in the past have often failed,
predicting stability just before the upheavals of 1973and revolution in
the 1980s just before the collapse of the Communist party of Thailand
and the revolutionary movement it led. Nevertheless, it might be
worthwhile in closing to discuss two possible alternatives for the
future without attempting to predict which, if either, is most likely to
evolve. One is the possible emergence of a bureaucratic-authoritarian
regime similar to regimes in Brazil and Argentina in the 1970s. These
regimes emerged in highly pluralistic Latin American countries which
had undergone considerable economic growth in the 1950s and 1960s,
not in the least developed countries of Latin America. Their main
themes were severely limiting popular participation in politics while
emphasizing rapid, managed economic growth. Such a regime would
have considerable appeal to parts of the Thai military, a number of
technocrats, and many businesspersons who see the "ambiguities of
bargaining and politics as hindrances to 'rational' solutions" and for
whom "conflict is by definition 'dysfunctional.'"^^ Such a regime
could appeal to the importance of solving serious economic difficulties
facing Thailand and emphasize the necessity of economic growth and
restructuring, which can be disrupted by the irresponsibility of elec
toral politics. It would have powerful resonance in Thai political
culture with its emphasis upon respect for civil servants and disrespect
for politicians.

While such a regime might have considerable appeal for many, it is
doubtful whether it would achieve the goals claimed for it. If the Latin
American experience is any guide, bureaucratic-authoritarian regimes
are not particularly successful in handling the kinds of economic and
political difficulties facing Thailand.^ They were unsuccessful in the
long run in achieving macroeconomic stability, much less in achieving
progress in lessening income disparity. One of the claims that some
make against the present Thai polity is that it is dominated by cap
italists who exploit "the people" and generate poverty and inequality.
Yet the Latin American bureaucratic-authoritarian solutions did not

59Theconcept of "bureaucratic-authoritarian regime" and its application to Latin America is
developed in Guillermo A. O'Donnell, Modernizationand Bureaucratic-Authoritarianism:Stud
ies in South American Politics (Berkeley: Institute of International Studies, University of
California, 1973).
^Edward C. Epstein, "Legitimacy, Institutionalization, and Opposition in Exclusionary
Bureaucratic-Authoritarian Regimes," Comparative Politics, vol. 17 (October 1984),37-54.
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improve income distribution or alleviate poverty. Finally, the Latin
American bureaucratic-authoritarian regimes did not resolve the polit
ical problem of how to institutionalize participation in more pluralistic
societies. They only postponed the problem. There is no reason to
believe a Thai version would do any better.

An alternative future would be the retention and adaptation of the
present polity despite its faults. It has a number ofpotential strengths.
One is that it institutionalizes compromise and tolerance rather than
violence as a means of solving conflicts. These concepts also have
powerful resonance in Thai political culture and have been typified
recently in the amnesty program for former Communist partisans.
Second, it institutionalizes a wayfor new socialforces to enter politics.
This may not occur rapidly enough for some who would like to see
more democratic politics, but the possible alternative of a bureaucratic-
authoritarian regime would cut off wider participation entirely. A
strengthening ofpresent arrangements potentiallyallowsfor the orga
nization and entry into politicsofpresently excluded groups. Finally,it
is important to remember that despite Thailand's economic difficulties
in the past decade, it has done very well in comparison with most other
countries. As Amnuay Viravanhas pointed out in comparing Thailand
with other Southeast Asian nations and the "four little dragons" ofEast
Asia, "One can argue that Thailand is also pursuing a more open
approach to political development than nearly all these countries. We
are further along the path to a practising democracyeven if this democ
racy is more informal, rather than formal, in structure.poj. those
favoring this latter path the main tasks willbe to find (and help build) a
coalition of supporters who benefit from the continuation of the pre
sent polity, a legitimating formula which will sustain the polity, and
economic policies which will pay off sufficiently in the short run to
hold together the coalition of supporters—and in the long run to
support further evolution toward a democratic polity.

^iSylvia AnnHewlett, The Cruel Dilemttms ofDevelopment: Twentieth Century Brazil (NewYork:
Basic Books, 1980).
'^''Govemmentis,atlonglast, 'takingthebullby the horns,'" Nation Review (April2,1985), 5.



4. Contemporary Thai Political
Development
SUCHTT BUNBONGKARN

The period between the second seizure of power by General
Kriangsak Chamanan in late 1977and the general elections in July 1986
saw an interesting political development in Thailand. It is a period in
which an open politics, with an increasing role of participatory institu
tions, was allowed to exist and develop. While there were two coup
attempts in April 1981 and September 1985, the military by and large
was forced to share power with political parties and the elected House.
Never since 1949had the House of Representatives enjoyed such a long
stretch of political durability, having three elections consecutively (in
1979, 1983 and 1986) without successful military interruption.
Throughout this nine-year period, an uneasy political balance had
been maintained, allowing political parties and the elected House to
strengthen themselves. Although their ability to accomplish this was
limited, and the possibility of having a coup cannot be ruled out, it is
the participatory institutions—not a coup—that put an end to the Prem
government in 1986.^

However, the military still is a formidable political force as it always
has been since 1932. Coups, not elections, are the more common
practice for changing the government. For more than fifty years, the
political change in Thailand has evolved in a pattern which some Thai
political experts called a vicious circle or cycle—starting with a coup,
followed by an election and a brief period of parliamentary rule until a
crisis sets in, leading to another coup.^ This cycle certainly reflects
struggles for power between military elites and elected political elites
which always lead to Army seizure of power. But since 1980, the

1After being defeated in the House of Representatives over the diesel vehicle tax decree on
May1,1986, General Prem, the prime minister, decided to dissolve the House; the dissolu
tion terminated the government as well, and a new government was to be set up after the
general election.
^SeeChai-Anan Samudavanija, TheThaiYoung Turks (Singapore: Institute ofSoutheast Asian
Studies, 1982),1-3; Likhit Dhiravegin, 'Thai Politicsfrom June 1932to the Coup of 1957:The
Struggle Between the Bureaucracy and Democracy," paper presented to the International
Conference on Thai Studies, August 22-24,1984, organized by the Thai Studies Programme,
Chulalongkom University, Bangkok, 8.
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parliamentary system has been more durable and a coup is becoming
more difficult to achieve, while the military continues to be able to
influencegovernment decision-makingin the area ofnational security.
Moreover, it is believed that if a political situation gets out of hand, the
military will step in to "clear up the mess."

This cycle also can be explained in a context of conflicts between
those two elitist groups over the issue of the political participation of
the masses. In their study of political participation in developing
nations, Huntington and Nelson point out that the political elites'
attitude about the desirable levels, forms and bases of political par
ticipation (defined as an activity by a private citizen designed to influ
ence governmental decisionmaking) depends in part on the effects
these have on their ability to gain power and remain in power.^ The
politicalelites out ofpower are more likelyto be interested in expand
ing political participation as a way of altering the balancing forces in
the political arena, while the incumbent political elites are normally
not in favorof expansion ofpoliticalparticipation. The latter maybe iit
a better position to broaden the scope of participationbut as Hunting-
ton and Nelson argue, "Theyare much moreinclined to see any shift in
the participation pattern as a threat to the political status quo of which
they are the principal beneficiaries."^

In the case of Thailand, the analysis by Huntington and Nelson
seems relevant. The military elites who most of the time are in power
have no interest in expansion of political participation. The reason is
quite clear: An expansion of popular political participation will
enhance the political legitimacyand power of civilianpoliticians, thus
threatening directly the military elites' domination in politics. For the
civilian political elites who generally are the challengers to the status
quo, an expansion of political participation is quite essential. The
peopleare their powerbaseand sourceofpolitical legitimacy. Bringing
the people or new societal groups into the political process will alter
the existing balance of forces and tend to strengthen the political
position of the elites out ofpower while weakening the authority of the
incumbent elites. However, this has not been easy to accomplish. What
the parliamentary politicians have been lacking is an effective and
highly institutionalized party system to serve as a tool to establish
links with various social groups, institutions and the masses. As
Kramolpoints out in his study of the Thai political system, Thailand's
parties are viewed by Western political theorists as merely political

^Samuel P. HuntingtonandJoanM.Nelson, NoEasy Choice: Political Participation inDevelop
ing Countries (Cambridge: Harvard University Press, 1976), 3, 29.
4Ibid., 29^0.
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cliques or at best political factions.^ They pose no threat to the mili
tary's monopoly of power.

Since the general election in 1979, however, the conflict between
military elites and elected political elites has undergone some change.
This stems from the fact that the prospect for civilian elites for a greater
share in the power structure has brightened. The system under the
1978 constitution has gone through several political storms and obsta
cles. It has survived two attempted coups. The elected politicians seem
to have more chance to establish a link with the masses, expand their
power base and institutionalize their own parties. In a period of semi-
open politics such as this, the military has had to look for more options
for influencing the government decision-making process other than
seizure of power by force. The military leaders seem increasingly to
realize the political significance of popular political participation and
mass support. What they have been doing recently is to establish a link
with the masses at the grass-roots level in the rural areas, mobilizing
them to support the Army's actions. Several organizations have been
set up by the Army or with its support to mobilize peasants and
villagers for security purposes. The National Defense Volunteers, the
military Reservist Corps for National Security and the Self-Defense
and Self-Development Villages were established for organizing peas
ants and villagers to work for the military. The members of these
programs are trained to defend their communities, encouraged to
participate in developing their villages and taught basic democratic
concepts. The military has hoped that this training and organization
will help deter the Communist subversion in rural areas. However,
since the military has organized a large number of villagers to join
these military-sponsored programs, it can mobilize them for political
purposes, for example to support or oppose certain political parties in
elections.^

The nature of the conflict between military leaders and elected
politicians therefore has changed. It is no longer the conflict over
whether political participation should be contracted or expanded. But
it is the conflict stemming from the fact that the military and parties
now are competing with each other for mass support. Political par
ticipation now is needed by both the Army and the parties.

However, political participation advocated by the military and polit
ical parties is confined to electoral votes and some forms of mobiliza
tion. Any participation which would lead to a destabilizing situation in
the political system will not be tolerated by the military. While the

^Kramol Tongdhamachart, "Toward a Political Party Theory in Thai Perspective," Occasional
PaperNo. 68 (Singapore: Institute of Southeast Asian Studies, and Maruzen Asia, 1982),39.
^Fordetails of the military's mass movement, see Suchit Bunbongkarn, TheMilitary in Thai
Politics: 1981-1986 (Singapore: Institute of Southeast Asian Studies, 1987), chap. 4.
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parties seem to be more open-minded than the military on the issue of
participation, they are reluctant to allow involvement in the political
processes by some "radical" groups such as labor and peasant organi
zations. The theory is that such involvement might, from their point of
view, jeopardize their interests as well as affect the political status quo.

So, the problem really worth studying revolves around the interac
tion between the military and the civilian political elites during the
1980s.How did the 1986elections reflect a development toward a more
stable democracy? To what extent are the civilianpoliticians and politi
cal parties able to exert their role in the political process? What are the
strengths and weaknesses of the military regarding its role in the new
open politics? Will the democratic government be able to institu
tionalize its role? These questions cannot be answered easily. How
ever, this paper will attempt to shed some light on the issue of interac
tion between the parties and the military, with emphasis on the
political evolution related to the 1986 elections.

Leadership Succession Problem in Open
Politics

TheJuly1986 general election, the third one since1979, and political
developments occurring after the elections did not reflect progress
toward a more stable and efficient representative government. The
long stretch of the parliamentary system since 1979 has not demon
strated any sign of institutionalization of the system. On the contrary,
the political struggles among the political elites during this period
reveal several problems which reflect the lack or the low level of
institutionalization of open politics.

One of the problems has been that of the leadership succession. The
durability of the representative government did not produce an
institutionalized system of leadership succession and recruitment
The problem of leadership succession was revealed in the election
campaign during which a movement against a continuation of General
Prem Tinsulanond's leadership was growing but the dissident forces
could not find a new leader to replace him. A number of political
parties, notably the United Democratic and Mass parties, expressed
the position quite clearly that they would not accept General Prem as a
new government leader. They even launched a campaign for having a
member of parliament as prime minister. The campaign seemed to
capture interest among a number of political parties and other pres
sure groups including the Student Federation. In Bangkok, the con
cept became so popular that there would be a liability for any party
campaigning for a continuation of General Prem's political leadership.
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Major political parties including the Democrats had to shift their posi
tion to agree with the campaign in order to get support from the voters.

The decrease in General Prem's popularity stemmed from several
factors. Apart from his austere economic programs which created
discontent in the private sector, he had been criticized for being inde
cisiveand putting himself abovepoliticalconflicts.Forinstance, in the
"Tantalum" case in June 1986, he was accused of being indecisive in
dealing with the issue leading to violent rioting and the burning down
of the tantalum plant in Phuket.^ Moreover, the Thai people seemed to
tire of leaders who stayed in power for too long, particularly the ones
who were considered indecisive and inclined to compromises. It
became quite obvious after having been under this type of leadership
for some time, that they wanted a change in leadership style and
needed a more decisive, aggressive, outspoken and strong leader.

Nevertheless, there was no one who fit perfectly in this category.
General Arthit Kamlang-ek, despite his strong personality, aggres
siveness and decisiveness, was not widely accepted since he was
regarded as being too aggressive, authoritarian and self-centered.
According to some opinion polls conducted before the elections. Gen
eral Arthit was rated below General Prem as a government leader
notwithstanding the fact that the people were not satisfied with the
performance of the Prem government.®

The party system could not provide any alternative to General
Prem'sleadership. Anti-Premparties which campaigned for an elected
prime minister in an effort to block the General nominated Pichai
Rattakul, the leader of the Democrats, as their choice to be the new
head of government. However, the party system was not strong
enough to push the new man through. Everyone wasconvincedthat a
prime minister without support from the Army would not be in power
for long, and in the 1986 elections the fact that the Army clearly still
supported General Prem put the parties' alternative candidate in a
very difficult position. Even the Democrats, who foresaw trouble if
they campaigned for their leader, decided eventually to back General
Prem for the premiership. The inability of the party system to produce
an alternative leadership to that of General Prem revealed the
seriousness of the problem of leadership succession. Chaos was
expected if General Prem could not stay in power in the future. The
party system cannot provide capable politicalleaders acceptableto the
public and major political and other influential groups unless it
becomes more highly developed and institutionalized.

^See Sayamrath Sapdavicham, July 6,1986, 2, 6-7.
®See, forinstance,a pollconductedbythe Faculty ofPolitical Science, ThammasatUniversity
and Siamrathnewspaper, Siamrath,July 25,1986.
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The 1986 Elections: Demonstration of a

Fragile Party System

The 1986election revealed that the party system was still far from
being institutionalized. It reflected the weakening party system,
besieged by problems of factionalism and dominated by big business
leaders who joined the parties only to protect their personal interest.
In fact, factionalism within the parties had already existed before the
elections. It was a rift in the Social Action party (SAP), the largest
coalition partner at the time, which led to the dissolution of the House
of Representatives and the July 1986elections. The rift in the SAP was
due to the struggle for power among various factions in the party and
the most serious scramble for a cabinet portfolio came in December
1985 when M.R. Kukrit Pramoj resigned as the party's leader. His
resignation coincided with a protest against Minister Kosol Krairirksh
over his handling of the problem ofrice prices which led to his resigna
tion a few weeks later. These two resignations made the cabinet reshuf
fle under the SAP's quota possible, but the rift in the party was wid
ened. Those who lost the cabinet seats began to campaign against the
new party leader. Air Chief Marshal Siddhi Swetsila, and General
Prem. It was this dissident group headed by former Deputy Prime
Minister Boontheng Thongswat which engineered the defeat of the
government-sponsored motor vehicle registration tax decree in May
1986. The defeat forced the government to dissolve the House and call
a new election in July.^ The election allowed the rifts in various parties
to come to the surface, and several new parties were formed by defec
tors from major parties. The United Democraticparty was formed and
led by Boontheng, a former deputy leader of the SAP; another group
from SAP led by Narong Wongwan joined a faction of the Chart Thai to
form the Ruam Thai party. Another former deputy leader of the SAP,
Boonchu Rojanasathien, set up the Community Action party. What
was even more interesting was the establishment of a party by former
military leaders. General Thienchai Sirisamphan and General Mana
Ratanakoset; their Rasadorn Party reflected the determination of some
military leaders to play the political game by the rules, at least for the
time being.

It is not surprising, therefore, that with this proliferation of parties,
the fragility of the party system continued after the elections. The
strength of the two major parties—the SAP and the Chart Thai—was
reduced considerably in this election (see Table 1 for election results).
Compared to the 1983 elections, the SAP lost 41 seats and the Chart

^For details of the vote overthe motor vehicle registration feedecree see the Bangkok Post,
May 2, 1986.
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Thai party lost 10 seats, partlybecause of the rift within the parties.^®
After theelection, theDemocrats replaced theChartThai asthelargest
party with ICQ seats in the lower house, a gain of44but still 74short ofa
majority. The fragility of the multi-party system was further reflected
by the fact that94 seats were wonby six newparties, for27 percent of
the total number of seats.

The fragility of the multi-party system after the elections was fur
ther demonstrated byfactionalism and splitswithinthe majorparties.
Thestruggles among them for the cabinet posts was one of the major
causes for a party rupture. The rift in the Democrat party, the oldest
party, which won the largest number of seats in the election, serves as a
case in point. In the "Prem V" cabinet (the one following the 1986
election), the Democrats were given 16 cabinet seats out of the total
number of 45.^^ As expected, those who failed to win the posts pro
tested. The prime mover was Chalermphan Srivikorn, who was one of
the party's deputy leaders, an M.P. from Bangkok and a majorfinan
cierof the party who wasdropped froma cabinet post. He wasbacked
by a large number of the Democrats in parliament who were dissatis
fied with the cabinet line-up. The Democrat party wasknown to have
established a system of selecting candidates for M.P. and cabinet
portfolios. But since the party needed to win the largest number of
seats beforeit couldmakeappointments, big business tycoons as well
as local leaders were solicited to join the party; these newcomers,
determined to make their contributions pay off, always demanded
cabinet posts, and if they failed to get them, they resorted to almost
any measure to press for a cabinet reshuffle. Chalermphan's demand
for ousting Phichai, on the ground that the party's leader did not
comply with the party resolution in proposing candidates for the
cabinet post, also wasaimed at prompting a change in the cabinet line
up.

One may wonder what would be the impact of the increase in the
number of businesspersons joining politics. Would it help strengthen
the party system? In the July 1986 elections, there was a sizable number
of businessmen running for parliamentary seats. Out of the total
number of 347 members of parliament, 86 or 24.78 percent reported
that they were in the business field.Actually, the number should be

loin the1983 election, theSAP and theChart Thai partywon92 and73 seats respectively,
and the total numbers of their seats were increased to 101 and 108 thereafter when several
smallpartiesand a number ofindependent MPsjoinedthem. In the 1986 elections,the SAP
and the ChartThai partywononly51 and 63 seats respectively. See Eksan Khao rathasapha
[TheNationalAssembly Newsletter],August 1, 1986, 9.
"See ibid., August 16, 1986,3-6.
"Ibid.
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Table 1

RESULTS OF THE 1986 GENERAL ELECTIONS

Party Seats Won Percent

Democrat 100 28.82

Chart-Thai 63 18.16

Social Action 51 14.70

United Democratic 38 10.95

Prachakom Thai 24 6.93

Ruam Thai 19 5.48

Rasadom 18 5.19

Community Action 15 4.32

Progressive 9 2.59

Others 10 2.87

Total 347 100

source: Election Division, Department of Local Administration, Ministry of
Interior.

higher since a number of those who reported that they were in other
professions, such as lawyers, ex-civil servants, farmers and politicians,
were also businesspeople. The large number of business professionals
involved in politics indicated that the economic interest groups—such
as bankers, financiers, industrialists, exporters, importers and
wealthy farmers—^began to exert their role in the political process to
protect their own interests. Their involvement in party politics the
oretically should strengthen the party system since the parties would
be able to expand their support in business communities, to recruit
competent, successful managers to run the parties, and to get more
financial assistance from these wealthy businessmen. However, the
struggle for power among business interests themselves within the
parties often exacerbated the existing factional conflicts. Their entry
into politics was only to protect their own business interest or to make
personal gain. Many of them demonstrated lack of loyalty and commit
ment to their party.

Business involvement in politics has also caused an increase in
spending on the election campaigns. It is believed that in the 1986
elections a large amount of money was spent by major party candi
dates having business backgrounds or by those who had a high stake
in the election. Most of these businessmen entertained the idea that

money could buy everything including political positions. Therefore,
a great deal of money was put into the election campaigns including
direct vote buying. Money was an even more decisive factor in a
constituency where major candidates of different parties contested
and could not afford to lose. For example, in Nakorn Sawan where
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Boonchu Rojanasathien, the leader of the Community Action party ran
against Sawat Khamprakop, a long-time M.R and a leading member of
the United Democratic party, a great amount of money was spent in the
campaign by both candidates.

Although the increase in business involvement in politics has to
some extent weakened the bureaucratic domination in the Thai polity,
it cannot transform the system into a bourgeois democracy in which
capitalistic elements control the power structure. Their involvement
has not led to strengthening the party system either. Their struggle for
personal gain and excessive use of money in election campaigns
invited strong criticism from the press, academicians and the military,
resulting in the discrediting of civilian politicians and making the
institutionalization of party politics even more difficult.

Several factors have contributed to the weakness of the party sys
tem in Thailand and its failure to institutionalize itself. One of these is

the parties' lack of continuity due to military interventions in politics.
In a country such as Thailand where political parties are relatively new,
a continuous role is essential for their institutionalization. As Thai

politics has been dominated by the military and civilian bureaucracies,
Thais are not familiar with the party system. They do not have faith in
political parties. When they vote, particularly in rural constituencies,
they vote for individual candidates, not the parties. Hence the parties
need time and continuity to prove that they can be an effective institu
tion; and to acquire recognition from the people, which in turn may
help institutionalize their rule.

Another factor is the lack of organizational complexity. Most parties
in Thailand are only groups of parliamentarians, who came together
on a personal basis to run in elections and engage in political bargain
ing. No party except the Democrat party has been able to establish
branches in various constituencies. Most of the party leaders always
occupy themselves for fighting for their own survival and pay less
attention to building party organization. Most of the parties have
virtually no linkage to interest groups and organizations. While there
has been an increasing number of businessmen participating in party
politics, each joined the parties on an individual basis. As a result,
their political involvement does not lead to a tie between the parties
and business organizations. Businesspersons in Thailand have not
unified themselves on a class basis to protect their mutual interests.
Moreover, their organizations by tradition and regulation are not
involved in politics, and their link with the parties is not encouraged
even on an informal basis.

A fragile multi-party system often leads to a weak coalition govern
ment and the case of the "Prem V" government was no exception. A
coalition of four parties—the Democrats, the SAP, the Chart Thai and
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the Rasadorn—was formed in August 1986 with General Prem as
premier. Although the government has been supported by the Army
and held 232 seats in the lower house, a margin of 58 over a simple
majority, the stability of the coalition government was not assured.
The rift between the Phichai and Chalermphan factions in the Demo
crat party, coupled with a lese majeste charge on Veera Musikapong
has already weakened the coalition. Moreover, the rift between the
SAP and the Democrats over the "Burmese log" issue has aggravated
conflicts among the coalition partners.^^ A month after the formation
of the government. Commerce Minister Surat Ohsthanukroh, a dep
uty leader of the SAP, granted permission to private companies to
import logs from Burma. This license was granted amid suspicion that
the minister himself would be given some personal benefit. The criti
cism was so widespread that the prime minister had to press Minister
Surat to revoke the license. Although the minister complied with the
premier's request, the opposition parties took up this issue and rocked
the government by launching a no-confidence motion against Surat. It
is interesting that, even though the minister narrowly won the vote of
confidence, the Democrat party (the biggest coalition partner)
abstained.This abstention definitely widened the rift between the
Democrats and the SAP. Even if this wound could be healed and the

Democrats could put their house in order, no one could be sure that
another conflict within and between the coalition partners would not
occur again. Government stability cannot be secured unless the
institutionalization of the party system is achieved, the number of the
parties in the House reduced and party factional conflicts lessened.

The Military Role Expanded in
Participatory Politics

While the Thai party system is still far from being institutionalized,
the military has become more successful in establishing links with the
masses. Several mass organizations such as the National Defense Vol
unteers (NDV), the Self-Defense and Self-Development villages, and
the Reservists for National Security have been set up and expanded
throughout the country. The membership of the NDV exceeds one
million, while the numbers of military reservists who joined the
Reservists for National Security Project totaled six hundred thousand
in 1986.1^ These organizations were originally intended to fight against
communism. They were established as a part of the political offensive

i^For details of the "Burmese logs" affairs see TheNation, October 3-6,1986.
Nation, October 10, 1986.

i^Fordetails of the mass movements see Bunbongkam, Militaryin Thai Politics, chap. 4.
i6lbid.
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strategy spelled out in Prime Minister Office Order No. 66/2523, issued
in 1980.^^ The underlying principle of this strategy is that political
factors are more decisive than military ones in winning the war over
communism and, thus, they should be given top priority. The mass
movement, as part of a strategy of political measures, is an attempt on
the part of the military to bring Communist sympathizers back to the
government side as well as to prevent other villagers—particularly in
remote areas—from being lured to join the Communist party of
Thailand (CPT). If the government is successful in cutting off all
popular support of the CPT, the Communist party will be defeated.

However, the mass movement can be used by the military for
political ends and this also can be justified by Order No. 66/2523.
According to this order, all the political conditions supportive of the
CPT's subversive activities must be eradicated if the war against the
CPT is to be won. These political conditions include the corruption of
government officials, the exploitation of the poor by the rich, and a
dictatorial form of government. The only way to have a complete
victory over communism is to establish a true democracy in which
sovereignty is in the hands of the people, not just a select few. There
fore, according to the order, the major task of the Army is involved not
only in getting rid of the corruption, the exploitation of the poor by the
rich, but also in helping develop a true democracy.^®

The expanded role of the Army was reiterated in Prime Minister
Office Order No. 47/2529 announced in March 1986 and in the Army
leader's briefing to high-ranking officers in August 1986. According to
this order, the Army is more concerned with the role of the united
fronts of the CPT A tactical shift starting in 1986is to give top priority
to the issue of the "front" people who consciously and unconsciously
help the CPT. The shift of the tactic became necessary due to the fact
that the CPT's armed forces and leadership, which were the main
target for suppression years ago, were in 1986 no longer a threat to
national security. The outlawed Communist armed forces were
defeated and practically disintegrated. Only the front organizations
remain to be dealt with. The issue of the "front" people will be tackled
with political means by the civil affairs section of the Army. Thus, this
new tactical shift would strengthen the Army's role in dealing with the
front people who are variously identified as capitalists, undemocratic
elements, and people who create and aggravate social problems.
Under this policy, mass organizations will be given a more active role

i^SeeSuchitBunbongkarn and KanalaSukhapanij-Khantaprab, ''National Securityand the
Contemporary Role of the Thai Role of the Thai Military," a paper presented at the Interna
tional Conference on Thai Studies, Thai Studies Program, Chulalongkom University,
August 22-24,1984.
i®See Bunbongkarn, Military in ThaiPolitics, chap. 5.
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to counter the front people whether they are in business, national
politics or local government.

One of the mass organizations established in rural areas by the
militaryauthority that mayhave significantpoliticalimplicationsis the
Military Reservists for National Security. At the beginning, the
Reservists project was designed to organize all reservists scattered all
over the country into a much better system so that an effective and
rapid mobilization in time of war or emergency would be ensured. It
originally was intended for military operations only. However, the
objective later was changed to include political, economic, social aftd
psychological aspects as well. Regarding the political objective, the
project is intended to encourage reservists to play an active role in local
governmentand to instill democratic doctrine in villagers as a part of
the development of a democratic political system with the King as its
ceremonial head. A "democratic pavilion" is set up in several sub-
districtswhere the projectisbeing operated, foruseby the membersas
a venue for practicingparticipation in a democratic process. Activities
of the "democratic pavilion" are conducted by a committee whose
members are elected by the reservist project members in the sub-
district. Most oftheactivities concentrate onencouraging the villagers
to participate in solving their village's problems. Political activities
suchasdissemination ofdemocratic concepts to thepeople,encourag
ing the villagers to votein elections, and educating the people on the
election process and political parties also are included. In fact, the
"democratic pavilion" is the focus of the political activities in the
subdistrict, themeeting place ofthecommittee, thecoordination point
between the villagers and government agencies, the centerforprovid
ing services to the peoplein the locality and a place wherevillagers can
come and express their grievances. With the political activities of tihe
"democratic pavilion," the Reservists for National Security organiza
tion has become more politicized than other massgroups.

Apart from the political program, the villagers who are the mem
bers of this project also are educated under a program of national
security. Moreover, a hierarchical organizational structure along the
pattern of the military has been set up to control and supervise the
projectand its members, makingthem morevulnerableto beingmobi
lized for both political and military ends.

TheArmyalsohas utilizedother machineries to tighten its linkwith
the masses. The"Army meetsthe people" programbroadcastthrough
out the country by the Army's radio networks and the "Political Talk"
program televised by the Army's two TV stations have been used by
military authorities to build their leadership of the masses as well as to

i^Ibid., chap. 4.
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publicize activities of the Army, and occasionally to campaign against
particular political parties deemed detrimental to the Army leaders'
interest.^^ Several other mass psychology operation mechanisms have
recently been established by the Army to strengthen its link with the
masses and to facilitate mass mobilization operations for both national
security and political purposes.

Another interesting mass psychological operation unit of the Army
is a santi-nimit unit^^ (roughly translated as a "Dream of Peace" unit).
Established in 1982 in accord with Prime Minister Office's Order No.
66/2523, the unit aimed at operating "political offensive" campaigns
againstCommunistinsurgents. It isa smallmobile unit spendingapprox
imatelya month in a given village before moving further to another site.
During its stay in each village, the unit will survey urgent needs of the
villagers before providing assistance. However, since the stay is rather
short, the assistance given to the villagers usually is limited to projects
that canbe completedwithin one month. The unit is expectedto perform
functions related to mass psychology—^providing political education
through trainingprogramsand variousforms ofentertainment including
musical performances, stageshowsand skits.Thecontent ofthe political
education program covers democratic doctrine, the rights of the people
and the parliamentary election rules.This programprovides a chance for
the Army to use the unit to campaign for or against civilian politicians.
Several M.P.s have expressed their concern about the operation of this
unit, in that if the Army really used it against them during an election
campaign, it would inflict real damage to them.

Duringthe 1986 campaign, the Armyannouncedthat it maintainedits
neutrality and refrained from using the mass movement and mass psy
chological operation mechanisms for or against any political parties.
Therefore, the political effectiveness of these mechanisms is yet to be
tested. At first, it was believed that General Arthit was planning to utilize
all the mass organizations to campaign for the United Democraticparty
and against General Premand other pro-Prem parties. However, he was
dismissed from the Army's top post before the plan was to go into
operation. He was replaced by General Chavalitwho brought the Army
backto a neutral stance, although he personallybackedGeneralPremand
worked behind the scene for his return to power after the elections.
Nevertheless, the fact that the mass movements were not employed for
political purposesin thiselection doesnotnecessarily meanthatthey wiQ
not be used for these ends in the future. The mass organizations are there,
other mass psychological mechanisms and political infrastructures are

20lbid.

2ilbid.
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there. Order 6612523 is there—ready tobeutilized any time the military
sees fit.

Regarding the political guardian role of the Army, the July1986 elec
tions also reflectedthe determination of the military leaders to continue
this type of role in the participatory political process. Since 1979, the
Armyseemed to believe thatseizure ofpower byforce was notatalleasy.
The coup failures in 1981 and 1985 reinforced this belief. Despite these
attempted coups, the Army leaders generally accepted that the military
shouldplaythe game by the rules, exerting its influence in participatory
politics.^Theyseemed tobelieve thattheroleoftheArmy shouldinvolve
protecting a government which serves Army and national interests well.
The Prem government is the one the Army is convinced deserves to be
protected. General Prem's regime has served the military interest well—
the military always gets what it wants from the government. Genercd
Prem alwaysthinks that he stillis a militaryman and he has maintained a
close link with the military establishment and worked for the military
interests.AlthoughGeneralArthitduring the last twoyearsofhis stayin
power attempted to challengeGeneral Prem'spolitical leadership, other
military leaders still remained loyal to the Prime Minister.

During theelection campaign anditsaftermath, theeffort oftheArmy
leaders to enablecontinuationof the political leadership of GeneralPrem
was quite evident. It was widelyknown that GeneralChavalitYongchai-
yut, whowasveryclose to the primeministerand assumedthe top Army
post in May 1986, preferred General Prem as government leader again
after the elections to ensure the political stability.^3 Hisaides reportedly
began to lobbymajorpolitical party leaders to acceptGeneralPremfrom
the begiiming of the election campaign period. It was believed that the
acceptance of General Prem by the leaders of the Democrats, the Chart
Thai party, the SAP and the Rasadom party as prime minister was the
result of this lobbjdng.^^

Although the manipulationto get GeneralPrembackin power wasby
no means a smooth procedure, his acceptance by the four major parties
indicated that the military remained a strong political force. Furthermore,
after the parliamentary debate on Minister Surat, General Chavalit's
statement—whichmade quite clear that the Army will back up only the
"correct" government, wliich is doing the "correct" things—^is another

22Ibid., chs. 2, 3.
^Sayamrath Sapdavicham [Siamrath Weekly Review], July27,1986, p.4.Foraveryinteresting
commentary onthis topic, see "Judtang rathabanmai taham kleunwai" [The notary move
in forming the new government], Sayamrath Sapdavicham, August 4,1986, 8-9.
^^The role of the Army leaders in forming the government was cotdirmed by Phichat
Rattakun, the leader of the Democratparty.Seehis interviewin the Bangkok Post, September
22,1986, 2-^.
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demonstration of the guardianship role of the military. His remark
prompted speculation that MinisterSuratcouldnot hold onto his position
despite winning the no-confidence test.

The Army's guardianship role can be effective only when the Army is
unified. The retirement of General Arthit from active service at the end of
August1986 reducedthe degreeoffactionalism within the military estab
lishment, but conflicts among various Army factions still prevailed.

General Chavalit had a political history as a major architect of the
controversial Prime Minister Order No. 66/2523, and so his promotion to
Army Chiefdid not enjoy consensus support. The dissent cameout in a
form of underground leaflets distributed in the military establishment
and mass media, accusing him ofbeing a left-leaning officer. Someof the
leaflets accused General Chavalit and General Prem of maintaining a
policy which provided a greater chance for the Communist Party of
Thailand (CPT) to achieve its objectives. One set of leaflets asserted that
General Chavalit had Chinese blood and this was taken as a hint that he
might not be loyal to the nation. In reply, he published his family tree
tracingbackhis family origins—^which not only dismissed the accusation
but also revealed that one of his female ancestors was a consort of a
brother of King Chulalongkorn. Most of the anti-Chavalit leaflets were
distributedduring the July1986 election campaign and a fewweeksafter.
Although there wasno concreteevidenceof who wasbehind this move
ment, it is believed that the leaflets were a product of discontented
elements within the military establishment along with some politically-
oriented pressure groups against General Chavalit's ascension and his
support of General Prem.

Therefore, the most urgent taskofGeneralChavalit afterassumingthe
top military postwasto pacify the discontentedfactions in the Army. One
of his strategieswas to compromisewith allArmy factions including that
of General Arthit. He tried to strike a balance between Lieutenant Gen
eral Pichit and the members of Class 5, while placing his friends in key
positions. In the annual militaryreshufflein October1986, GeneralPichit
waspromoted to assistantcommander-in-chief whileLieutenantGeneral
Suchinda Kraprayoon, the leader of the Class5, moved up to the post of
deputy army chief-of-staff. Another assistant Army chief's post and the
Army chief-of-staff were filledby his two close friends—^Lieutenant Gen
eral Sunthom Khongsomphong, the commander of the special warfare
forces, and Lieutenant General Wanchai Reungtrakul respectively. At the
same time, the deputy commander of the First Army, Major General
Watanachai Watanasiri, who was close to General Pichit, was appointed as
the First Army's commander. This reshuffle made Generals Wanchai,

^Bangkok Post, October 17,1986.
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Sunthom and Pichit equally entitled to succeed General Pisit Hemabutr
as deputy commander-in-chief the following year.

Another effortof General Chavalit to unify the Armyand secure the
political position ofGeneral Prem was the reinstatement of28Young Turk
officers who had been dismissed from active serivce without pension
aftertheircoupfailure in April 1981. These officers hadbeentr)dng toget
back into the Army for some time but without success. It is believed that
the Young Turks have been able to retain their influence among low-
ranking officers, a situation which could aeate disunity withintheArmy.
More importantly, some of them began to establish a power base within
the politicalparties by running in the 1986 elections, and three out of four
of them won. Colonel Prachak Swangchit won a Bangkok seatunder the
Chart Thai banner, while Colonel Sakom Kitviriya and Colonel Bulsak
Pochareon won seats in Trat Singhaburi on the Democratic ticket. With
success in the elections, they began to use their new power base in the
National Assembly for political piuposes. Afew days ^er the elections.
Colonel Prachak deviated from the party linebyexpressing opposition to
theappointment ofGeneral Premasprimeminister andseverely attacked
him as one who could not be trusted. This kind of move by Colonel
Prachak was notunexpected and it indicated that the Young Turks would
indeeduse the HouseofRepresentatives tocreate trouble forthe govern
ment if nothing was done to appease them. Hence, the admission of the
twenty-eight Young Turk officers to the Army was an attempt to pacify
them and strengthen the power base of General Chavalit and Priine
Minister Prem. The Young Turks' expression of gratitude to the two
leaders demonstrated that thehealing ofoldwoundsbeganto takeplace.

Lack of Institutionalized Participatory
Politics: Will It Lead to a Mobilized System?

The foregoing analysis suggests that one of the most enduring
problems of democratic development in Thailand is the lack of institu
tionalized participatory institutions. Political institutionalization
involves the abilityofa politicalorganization or ruling group to consol
idate its positionand broadenits support. Theinstitutionalizedpoliti
cal organization should be able to adjust itself to changing situations
and cope with increasing demands of new societal groups for par
ticipation in the political process.But in Thailand, political parties
and elected parliamentarians in the past four decades have not been
able to develop as major institutions in participant politics. Internal rift

2®Samuel P. Huntington, Political Order in Changing Societies (New Haven: Yale University
Press, 1968), 79-92.



Suchit Bunbongkarn 57

and bickering, as wellas scrambles for personal benefit of some politi
cal partisans and parliamentary politicians often led to downfall of
emergent participatory institutions.

The durability of the parliamentary government during the
1981-1986 period did not constitute an institutionalizationof the party
system nor of the elected House of Representatives. Factionalized
conflicts, internal disputes and lack of party loyalty were prevalent
during the period. The turbulent events that led to the dissolution of
the elected House in May1986—and the mass defections, proliferation
of political parties, and grouping and regrouping of alliances which
followed—exhibited the fragility and underdevelopment of the Thai
party system.

Thecrucialquestion is:How can the parties achievepoliticalinstitu
tionalization? The development of the party system cannot be
achieved unless its link with the masses is firmly established. The
parties need strong and rather continuous support of the masses to
enhance their political potency and to expand their role in the polity,
which in turn will lead to their institutionalization. In Thailand, as in
othermodernizingcountries,a majorityofthe populationlivesin rural
areas and works in the agriculture sector. If the parties can mobilizethe
rural groups politically, gain their support and maintain links with
them on a permanent basis, the Thai party system will gain strength
and tend to become institutionalized. One may argue, given the vast
numbers ofpeasants and their lackofany effective organization, that it
is difficult for the parties to appeal to rural masses except on very
vague ground. However, in Thailand, aspirations and expectations of
the rural groups are specific and moderate, so it is not impossible for
the parties to adapt economic programs to agrarianneeds. To establish
a link with rural voters, the parties may compete in proposing eco
nomic reforms to benefit them. The political importance of the rural
masses has been recognized by the Communist party of Thailand
(CPT) and the military. Bothhave been mobilizingthe rural people to
their sides. If the parties can assimilate rural groups, this development
definitely will strengthen the party system.

However, in proposing economicreforms for rural groups the par
ties might comeinto conflict with business groups, landowners, mid
dlemen and rice mill owners. But the rural people's needs are moder
ate—and class consciousness among peasantry and capitalists alike is
still low. Therefore, the parties can play an intermediary role between
the rural poor and the urban rich by adopting a flexible policy. Since
the business groups are influential, the parties cannot afford to neglect
them, and an organizational link with them will help strengthen the
parties. If the parties' link to business groups does not damage their
effort to build ties with rural groups, they will be able to bridge rural
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and urban areas—an achievement which will be one of the keys to
strengthening the party system.

In fact, most parliamentarians from rural areas have made an effort
to fight for peasants' needs, but this has occurred on an individual
basis. Anumber ofmembers ofparliament have a strongbasein their
ruralconstituencies, but thisis achieved bythe MPs through personal,
not party efforts. The parties have not made a serious effort to extend
extra-paraliamentary organizations to assimilate rural groups.

Inaddition tothe prevalence ofpartyfactionalism and struggles for
personal gain by party leaders, the military's control over the rural
masses through its "political-led" strategy is a major obstacle faced by
the parties in seeking to expand their support. The "political-led"
strategy indicates at least in principle the military realization of the
significance of popular political participation, but the participation
encouraged by the military is often against the political parties. The
crucial point, however, is that the massmovements and organizations
hardly canbeseenas a boonto voluntary political participation ofthe
people at the grass-roots level. Theemphasis on national security and
the organizationallink with the military have made these movements
into mobilization mechanisms for the military. The people would be
taught democratic concepts and encouraged to participate more in
solving village problems under the mass-movement programs of the
military. They also would become more politicized, increasingly aware
of problems beyond their villages. But with bureaucratic control over
the movements, popularpolitical consciousness hardly canlead to an
increased level ofautonomous participation. What is even worse is that
these"mobilizations" canbeused tocounter the expansion ofa politi
cal party. The Democrat party, which has developed a grass-roots
organization throughout the country, with its strongest base in the
south, has the best chance ofbecoming the largestparty in Thailand.
But the Democrats experienced setbacks at least twice in election cam
paigns—both in 1985—when the military used mass mobilization
mechanisms against them. Furthermore, mass mobilization might be
used, as in the 1970s, to destroy or to attack particular parties and
politicians whom theArmy's leaders perceive asa threatto themilitary
corporate interest or their personal interest. This would retard the
pace of the development of the party system in Thailand.

Another obstacle to institutionalization of the party system in
Thailand is the utilization of Army mass mobilization programs and
mass psychological operation mechanisms to enhance the political
preeminence of military leaders at the expense of the parties. The
institutionalization of the party system can hardly be achieved if the
people still look to military elites for their national leaders. In
Thailand, there is lack of confidence in and respectfor civilian politi
cians, and a nonpartisan, nonelected prime minister with a military
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background is more accepted. Hence it is verydifficult for the civilian
elites to institutionalize theirpolitical leadership. It will be evenmore
difficult for them to achieve this political institutionalization if the
Army continues to utilize all the mass organizations and mass media
under its controlto promotea militarystrongman, as it did forGeneral
Arthit whenhe was the supreme commander and the Army chief.

With thelack ofpolitical institutionalization ofthepartysystem, it is
difficult to conceive a full-fledged democracy as a possible future
scenario ofThai political development. The inability ofcivilian politi
cians to develop their political infrastructure, establish links with the
masses at the grass roots and broaden their support makes institu
tionalization difficult if not impossible. The fragility of the partysys
temalsoallows the military to discredit participatory politics aswellas
to increase Army political strength throughexpanded masssupport.
As a result, the development of democracy just is not likely to come
about in the near future.

Ifafull-fledged democracy isnota possibility, then what is likely is
military dictatorship or one-party rule backed by the military. As
discussed above, the military hasbeen developing its mass organiza
tionswhich may turn out tobea power base indeveloping a "mobiliza
tion" political system. There hasbeenspeculation that the prevalence
of the military's mass movement and the enforcement of Prime Minis
ter Office OrderNo. 66/2523 give riseto the possibility ofa "mobilized
political" system dominated by a military-backed mass party. How
ever, it is not that easy for the military to replace the existing parlia
mentary government with a one-party system. Successful develop
mentofamobilized political systembythemilitary dependsonseveral
factors including the Army's ability to institutionalize its expanded
role as spelled out in the Prime Minister Office Order No. 66/2523—as
well as the ability to develop its own political party.

Several scholars who specialize in civil-military relations contend
that the institutionalization ofmilitary rule is unlikely because of the
inability ofthe Army establishment toabsorb changes and the increas
ingdemands ofnewly emerging societal groups. Some further argue
that the expanded role of the military might lead to a split between
lower ranks and executive commands, which would make institu
tionalization ofmilitary rulemore difficult.27 For Thai military leaders.
Order No. 66/2523 in 1980 gave them new justification togetinvolved
in politics. They hoped the order would help them institutionalize
theirrole expansion. Inthepast, military leaders consistently stressed
that their political role was only a temporary one and that after the
"mess had been clearedup" they would go backto barracks. National

27Henry Bienen, "Armed Forces and National Modernization; Continuing Debate," Com
parativePolitics (October 1983), 12.
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securityoften wasused to justifyArmypolitical interventions, but the
legitimizationofits role in politicswasnot carried forward on a system
atic, sustained basis. However, after the issuance of Order 66/2523, the
military began systematically to justify its political role by insisting its
involvement in democratic development was a means to defeat com
munism. But this justification has not been able to facilitate or institu
tionalize the military leaders' political involvement. In fact, the mili
tary has not been able to institutionalize the order itself despite all the
efforts to promote it. The defeat of the Army on the constitutional
amendment in 1983is a case in point. Moreover, several senior Army
officers, through their statements and behavior have indicated they are
not so strongly committed to the order. Perhaps the order needs more
time to institutionalize itself.

Regarding its ability to establish a political party, the military expe
rience in dealing with this issue suggests that the development of a
military party is not an easy task. And it is equally difficult for the
military to develop its link with and control over existing political
parties. The apprehension of the major political parties about the
military's political intentions has been highly evident and it still exists
at present. In fact, the parties need Armysupport but do not want to be
subservient to military leaders. The major objective of the parties is to
gain morecontrolin the body politic, and this canbe achievedonlyby
limiting the role and influence of the military. Thus, in dealing with
Army leaders, the parties are wary of the military's political role
expansion; as a consequence, the link between the Army and the
parties is difficult to attain and if it does occur it is going to be only a
temporary alliance for an immediate objective. The link between Gen
eral Arthit and the SAP dissidents in early 1986is the best illustration
of this. It also is difficult for civilian politicians to accept the political
role of the Army as justified by Order 66/2523; they conceive that the
political role expansion of the Army definitely is detrimental to the
parties' interests. A connection possibly may be established between
the Army leaders and a party set up by former military leaders such as
the Rasadon Party led by General Tienchaiand General Mana, and the
assistance the Army gives might enable it to develop into a larger
party. But the party has to be very cautiousas wellin dealing with the
Army as in the past. Once they are in the party, the former military
leaders would like to see themselves in leading political positions, not
subservient to existing military elites; thus, the Army will not find it
easy to make use of such a party structure for the purpose of gaining
more political power.
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Conclusion

Therefore the crucial question is: What is likely to be the future of
political development in Thailand? The most likely scenario is not a
full-fledged democracy, because ofweakness ofthepartysystem, nora
tightdictatorial ruleas existed during the 1981-1986 period, because of
the difficulty oflaunching a coup and establishing a mass party. The
more likely scenario is one in which a political balance between the
military and the political parties will be maintained. The balance will
give civilian politicians more chance to develop their participatory
institutions and to institutionalize their own role. If they are able to
exhibit a degree of political competence which would lead to the
developmentofthe people's trust in them, then they would be able to
tip the balanceto their favor. If, as seemslikely, theyfail to demonstrate
their leadership and dedication to public service, the institutionaliza-
tion of the parliamentary rule will be delayed for a considerable time.

Whatever happens, the military can be expected to exploit the
political balance to the fullest extentbut in a subtleway to achieve its
political goals. Military leaders will be more cautious in promoting
their leadership and protecting their individual interest as well as the
military corporate interest, byutilizing the existing massorganizations
andmass psychological operation mechanisms attheirdisposal. Order
No. 66/2523 continues to be used to justify their political role in
broadening their commitment to domestic tasks and their develop
ment of mass movements, allowing them to adjust their role to
changes in the political situation. With all the organizational strength
and political potency the military has been able to develop in recent
years, it is difficult to conceive of its political withdrawal in the fore
seeable future.



5. Trends Toward the Democratization
of Thai Society
MARJORIE A. MUECKE

The purpose of this chapter is to demonstrate parallels between
patterns of change in contemporary Thailand-U.S. relations and
corresponding changes within the cultural context of Thai society.
Authors of other chapters in this volume address the changing eco
nomicand politicalcharacterofThailand-U.S. relationsin depth. Here
I examine selected socio-cultural shifts within Thai society. I find that
they delineate a trend towardbroadened popular accessto power, and
that they do so not only in the economicand politicaldomains that are
the locus of interest in this volume, but also in the educational and
religious spheres.

To summarize briefly, the Thailand-U.S. relationship in the 1980s
has experiencednew preoccupationwith economicrelations. Disputes
over trade have emerged, changing the climate from mutual trust to a
somewhat emotional debate between the two nations. While U.S.
leaders want Thailand to reduce its economic dependence on the
United States and to allow friendly competition in the relationship,
Thailand wants the United States to remain open to Thai exports.^
Each nation feels the other is violating its rights: The United States
wantsits companies'intellectualproperty rights assured in Thailand,^
and Thailand wants its due share of the world rice market.^

Several authors have referred to the U.S.-Thailand relationship in a
sibling metaphor, as a phii nQQitg, older-younger relationship. This
kinshipidiomallowed for the emotional bonds of a special relationship
between the two nations, and assumed permanence in that relationship—
until changes in the mid-1970s brought a cooling of U.S.-Thailand rela
tions. As Karl Jackson points out later in this volume, basic trust appar
ently has been restored between the two countries in dealing with
security issues, but insofar as trade is concerned the relationship is
volatile and increasingly competitive.

iln this volume, see Herbert Levin; William Overholt; Melvin W. Searls, Jr., and Linda
Droker; Surakiart Sathirathai; and Thomas White.
^In this volume, see Melvin W. Searls, Jr., and Linda Droker.
^In this volume, see Surakiart Sathirathai.
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It is tempting to an anthropologist to generalize the kinship metaphor.
It seems that the character of the U.S.-Thailand relationship is moving
froma vertically oriented, superior-inferiorrelationshipto one that now is
more horizontallyoriented with fewerofthe old phiiriQQng feelings. In the
phii nggng relationshipauthority diinmishes as the partners mature, per
mitting rivalry and embedding emotional bonds in relationships that can
be broken by either partner.^Thesecharacteristics fit the current image of
the Thailand-U.S. relationship.

In the next section, I identify and discuss trends toward reduced
hierarchialization within Thai society that parallel the shift in U.S.
Thailand relations. In both its external relationship with the United States
and its internal functioning, the majority of Thai society appears to be
shifting from an authoritarian to a more democratic modus vivendi. My
evidence of this change within Thai society is of two t)^es. First, the
emergence of horizontal groupings (students, migrants and women) that
are developing self-consciousnessas groups, and with potential for con
certed action against others. Second, the more widespread trend towards
seeking increasing control over one's life not only in the economic and
political spheres but also in the profoundly cultural domain of religion. I
conclude with a caution against overstating these trends. The caution is
grounded in the Buddhist concept of karma and its political analog, the
sakdiinaa. These foundations of Thai social belief are reinforced by the
behaviorofsomeelitesin Thaisociety, particularly in the militaryand the
monarchy, and preclude a thoroughgoing socialequality.

Emerging Horizontal Organization in
Thai Society

Several chapters in this volume refer to the demise of authoritarian
rule and the growth of a sense of political participation in the Thailand
of the 1980s. Ansil Ramsey contrasts the relatively participatory gov
ernment of the current situation with the more authoritarian policy-
making style of the Sarit government in the 1950s. He finds that now—
in addition to the prime minister and to the bureaucracy—^business
elites, military elites, and the monarchy help shape policy. In the
1950s, Ramsey^ notes, "The leader ruled his people like a stern father
ruled his children. . . . There was no room for participatory decision
making." In contrast to Prime Minister Sarit's government, Suchit
Bunbongkarn interprets Prime Minister Prem Tinsulanond's current
strategy as aimed at establishing a democracyin which the sovereignty

^Marjorie A, Muecke, "Thai Conjugal Family Relationships and the Hsu Hypothesis,"
Journal oftheSiamSociety 73:4(1983): 25-41.
SAnsil Ramsey, "Contemporary Thai Political Evolution: American Perspective," man
uscript,p.4,basedupon theaccountofThakChaloemtiarana, "TheSaritRegime, 1957-1963:
The Formative Years of Modem Thai Politics," Ph.D. diss., Comell, 1974.
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is in the hands of the people, not a selected few.^ Metaphorically, the
sons and daughters of the authoritarian father have grown up and are
making decisions for themselves. Decision making has shifted from a
simple vertical link between patriarch and populace to complex hori
zontal linkages among multiple peer groups. These groups include
students, urban migrants, women, the burgeoning urban middle
class, military factions, political parties, workers and religious sects.
The growth of the first three of these groups demonstrates the new
prevalence of horizontal, that is, more democratic social organization
in Thai society. A case study will show similar changes in the domain
of religion.

Mulder^ traces the trend toward participatory government back to
the 1932 change from an absolute to a constitutional monarchy. He
points out that the change expanded the bases of social power from its
exclusive source, the king and the feudal sakdiinaa system® which he
managed. Until that time, the monarch measured and allocated social
power in units of land area and numbers of men. The shift to a constitu
tional monarchy increased the total amount of political power available
because it shifted from a single source of worldly power, the king, to
multiple sources ofpower, such as money, material possessions, land and
education. However, the shift did little to prompt or permit an increase in
political participation among the populace.

Students as a Self-Conscious Group

More recent changes such as the extension of education appear to be
more directly associated with the spread of political participation in
Thai society. In the past decade, universal education has been
extended from four to six years, meaning that the Thai population soon
will be among the most literate in the world. This is to be regarded as a
spectacular achievement, considering that at the turn of the century

6See Suchit Bunbongkam's chapter in this volume.
^Niels Mulder, Everyday Life in Thailand: An Interpretation (Bangkok: D.K. Bookstore, 1979),
50-51.

®For centuries, the sakdiinaa (from the Sanskrit for ''power of rice fields") system has
provided the mechanism and ideology for hierarchical social relationships in Thai society,
and it is thought to be the basis of the patron-clientsystem ofsocialorganizationin Thailand
(as discussed by Lucien M. Hanks, Jr., "Merit and Powerin the Thai SocialOrder," American
Anthropologist ^:6 (1962): 1247-1261). The sakdiinaa system originally was based upon the
amount of land (rice fields) over which a lord was given control by the king; the amount was
fixed by a ranked scale that also distinguished people's social rank and title. The lord
controlled all of the people on his land and could extract taxes, goods and services from
them; he was so obliged to his superior. In return, people of inferior rank were supposed to
have received the protection of their lord. See M.R. Kukrit Pramoj, "The SocialOrder of
Ancient Thailand," Thought and Word (1955), as reprinted in Steve Van Beek, ed., Kukrit
Pramoj:His Witand Wisdom (Bangkok: Editions Duang Kamol, 1983), 45-60.
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literacy was restricted to a select elite—royalty, and males who
remained novices or monks sufficiently long to become literate. The
inability to read excluded women from direct access to sacred texts and
the traditional status positions associated with them, such as mpQ
saayasaat (sorcerers), mpp tambon (subdistricttraditional healers) and ajaan
wat (lay leader ofa temple),^ as wellas from political positions. Illiteracy
made the populace dependent upon monks and former monks for
religious and medical knowledge.^® Literacy has freed the populacefrom
thatdependenceand increased the ability ofpeopletoparticipate in larger
society.

Between 1979 and 1983, the number of college graduates (excluding
teachers' and vocational colleges) doubled, and the number of graduate
degrees awarded increased by some 50 percent. At present, higher
education is in effect limited to the upper socioeconomic sector of the
population. It has been the major contributor to the growth of an urban
educatedmiddleclass. In ordertoacquire theirschooling, manypeoplein
this sector had to forsake the traditional family lifestyle and move into
university dormitories. Dormitory living has reinforced the traditional
definition of a fictive kin relationship among school peers of the same
class. According tothisdefinition, studentswhosharethe sameprofessor
are allluuksit (childpupils) to that professor, and preserve their bond with
the professor and with each other as fictive siblings throughout
adulthood. For example, there is common reference today among the
military elite to those who were members of the "famous Class 5" or the
"famous Class 8" of the Chulachomklao Military Academy. Education,
and higher education in particular, thus has been a strong force in peer
group socialization in contemporary Thailand.

Theextension ofeducation has done morethan create a relatively new
social group, the students. By empowering them with the dignity, new
ideas and socialstatus of knowledge, it has made of them a new source of
socialpower as well. The massivedemonstrations by university students
in Bangkokin October 1973 pitched their power against what had been
thebastionofpolitical authorityin Thaisociety since1932, the military, for
the first and only successful civil rebellionduring the era of the constitu
tional monarchy.

^See DonaldSwearer, "TheRole of the LaymanExtraordinaire in Northern ThaiBuddhism,"
Journal ofthe Siam Society 64:1 (1976): 151-168.
loSee Stanley Jeyaraja Tambiah, "Literacy in a Buddhist Village in North-East Thailand," in
Literacy in Traditional Societies, ed. Jack Goody (Cambridge: Cambridge University Press,
1968); idem.World Conqueror and World Renouncer (Cambridge: Cambridge University Press,
1976), 256ff.
i^National Statistical Office, Statistical Summary ofThailand 1985 (Bangkok: Office ofthePrime
Minister, 1985), Table 13.
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Urban Migrants as Emergent Groups

Migration in itself may or may not contribute to political participa
tion. In the case of rural poor migrants to Bangkok slums, there has
been some recent collective action to legitimize their access to squatter
sites, and to acquire public services. But similar political action has not
yet occurred in other squatter areas nor in those of secondary cities.
Migration has the potential to defuse the incentive for political action
among the underadvantaged: Migration drains off surplus population
from the rural and urban areas where economic inequalities might
otherwise result in class-based political action.

The typical lower socioeconomic sector migrant in Thailand, like
the student, moves to better opportunity. The move is not a political
statement in the sense of attempting to change the social order, but it
does enhance the likelihood of such political action in the future
because it groups persons of similar characteristics and goals closely
together, thereby setting the stage for the group consciousness that is
prerequisite to collective action.

The primary incentive for migration in Thailand has long been
financial in nature.In the North, married women have been rural to
urban commuter migrants since at least the nineteenth century for
purposes of market trade^^ and village men have been involved in
long-distance trade for many years. Since 1960, the lure of money in a
village economy which was just embarking on a cash economic system
has resulted in progressive subdivision and sale of inherited lands,
such that many of the remaining plots are not economically viable.
Loss of land to outside landlords, lack of sufficient land to divide into
agriculturally productive plots for heirs, and the urban-based attrac
tions of material comforts, educational resources, and occupational
and recreational variety: all these are key factors that have been associ
ated with the migration of rural youth and men to the cities. More
recently, a pattern of poor people migrating from secondary towns and
cities to larger urban areas has emerged.

Rural-to-urban and urban-to-urban migration patterns have taken
excess populations from the countryside to city streets, particularly
from the densely populated and resource-poor Northeast to the laby
rinth of Bangkok's asphalt. Urban migration to Bangkok has reinforced
the capital's primacy: Immigration to Bangkok increased by almost 50

i^SamuelP.Huntington and JoanM. Nelson, NoEasy Choice: Political Participation in Develop
ing Countries (Cambridge: Harvard University Press, 1976), 79-115.
i^Sidney Goldstein and Alice Goldstein, Migration in Thailand: A Twenty-Five-Year Review,
Papers of the East-West Population Institute, No. 100(Honolulu: East-WestCenter, 1986),
41-18.

i^Emest Satow,"The LaosStates, Upper Siam," JournaloftheSociety ofArts 22 (1982): 182-196.
i^Goldstein and Goldstein.
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percent between 1960 and 1979.^^ Despite the government's efforts to
decentralize urbanization to secondary cities, Bangkok was 51 times
larger than the country's second most populous center in 1980.^^
Urban migration continues to increase through the process of chain
migration (through which relatives and friends of migrants migrate to
join them), and because the pool of migrants is increasing. Migration is
more likely among migrants than nonmigrants because migrants have
already severed the bonds to birthplace.^®

Urban migration and, more recently, international labor migration
have contributed to rural wealth through remittances sent home, but
sometimes at the expense of creating "unnatural" population struc
tures in villages. Villages comprised of predominantly economically
dependent persons—grandparents, female heads of household, and
young children (the "left behinds" of migration)—are increasingly
common in the poorer areas of the north and northeast.Such villages
are structured by age-peer groups of the elderly and the young for
varying amounts of time, depending upon the proximity and season-
ality of the work that justifies the out-migration.

]Nomen's Emerging Group Self-Consciousness

Singhanetre-Renard^® found that almost half of all villagers who
migrate for economic activities are women—and that newly married
female workers choose employment over motherhood, although few
have the opportunity for vocational or higher education that would
give them access to employment. Although women now migrate for
construction work about as much as men do, women predominate in
the pattern of urban migration for prostitution or exploitative factory
labor.Males, by contrast, have alternatives to unemployment that
award high social status and/or are economically viable—that is, the
monkhood and the military.^

i^Larry Stemstein, "TheGrowth of the Population ofthe World'sPre-eminent 'Primate City':
Bangkok at its Bicentenary," Journal of Southeast Asian Studies 15:1 (1984): 64-65; United
Nations, Migration, Urbanization and Development in Thailand (Geneva:Economicand Social
Commission for Asia and the Pacific, 1982), 22.
i^Stemstein, 67.
i®United Nations, 69.
i^Field trip observation in the province of Lampang, July 1978,and personal communica
tion, Anchalee Singhanetre-Renard, in Chiang Mai Province.
20AnchaleeSinghanetre-Renard, Commuting and theFertilityofConstruction Workers in Chiang
Mai City (Singapore: SEAPRAP, 1982).
2iPasukPhongpaichit, From Peasant GirlstoBangkokMasseuses (Geneva:International Labour
Office, 1982); IGiin Thitsa, Providence and Prostitution: Image and Reality for Women in Buddhist
Thailand (London: CHANGE International Reports, 1980).
22The military accepts a limited quota of female volunteers for noncombatant work. There is
reportedly a long waiting list of applicants.
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Although prostitution and factory labor are relatively new as eco
nomic pursuits for women, migration to Bangkok for financial reasons
was common a hundred years ago. Immigrant male Chinese needed
wives, and Thai women were quick to see the advantage of having a
hard-workingbusinessman as a husband.^^ Thus, the female strategy
of urban migration for economic gain has remained, only the payoff
has deteriorated. Whereas the strategy resulted in perpetuation of the
family a century ago, it now commonly results in the reverse, either
latermarriageor singleparenthood, and livingeitheraloneorwith age
and sex peers rather than in a family.

Another effectof migration, particularly of female migration in the
North, is the erosion ofdomestic spirit cults.^4 Byselling the inherited
homestead, a woman loses both economic leverage and domestic
status, the larger family loses the reason forgatherings associatedwith
honoring of the domestic spirits and loses protection by the spirits,
and the village loses a source of moral sanctions on behavior. All
migrants leave the immediate protection of the domestic spirits. A
largeproportionofmigrantsleave the family and move into an age-sex
peer group living situation, be it in factories, dormitories, prostitution
houses or boarding houses. These emergent patterns reiterate the shift
from the parent-child principle of social organization to a peer group
or sibling principle.

The recent decline in fertility in Thailand also has contributed to a
new self-consciousness among women. The 1970s witnessed a
reproductive revolution in Thailand the magnitude of which is almost
unsurpassed. In the past twenty years, it has reversed familyplanning
policy and behavior, Until that time, the country had a firm pro-
natalist policy. In 1956, welfare bonuses were awarded to large fami
lies; in 1957, female sterilization was prohibited in Ministry of Public
Health hospitals for women who had fewer than five children. But
response to a World Bank report on the dangers of continued high
rates (around 3.5 percent) of population growth was quick. In 1968,

23Stemstein, 60-62.
24Marjorie A. Muecke, ''Changes in Women's Status Associated with Modernization in
Northern Thailand," in Southeast Asia: YJomen, Changing Social Structure and Cultural Con
tinuity,ed. G.B.Hainsworth (Ottawa:UniversityofOttawaPress, 1981), 57-^9;idem, "Make
Money NotBabies: Changing StatusMarkers ofNorthernThaiWomen," Asian Survey 24:4
(1984): 459-470. A similar erosion of villagers' beliefin local spirits as protectors of their
irrigation systems is reportedin Richard P. Lando, "The Spirits Aren't So Powerful Any
more—^Spirit Belief and IrrigationOrganizationin Northern Thailand,"Journal oftheSiam
Society 71:2(1983): 121-148.
25John Knodel, Apichat Chamratrithirong, Napapom Chayovan, and Nibhon Debavalya,
Fertility in Thailand: Trends, Differentials, and Proximate Determinants (Washington, D.C.:
National Academy Press, 1982),1.
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King Bhumipol endorsed family planning and deliberate control of
marital fertility began. By 1976, the annual growth rate had been
reduced to 2.5 percent, and by 1986 it was targeted to be 1.5 percent.
The total fertility rate^^ declined from 6.4 children in 1964 to 3.7 in
1978.^^ The demographic picture has been drawn in great detail,
thanks to population research institutes (Chulalongkorn and Mahidol
universities). National Statistical Office interest, and strong govern
ment and external support. We know that the changes in fertility and
in the practice of birth control by women are related to formal educa
tion and urban density, and to white collar or professional status^® and
that these phenomena represent trends associated with the growth of a
middle class.

Escape from the tradition of saampii SQQtig khon (having two children
every three years) has unquestionably freed women for activities other
than gender-specific child-bearing pursuits.This freedom, coupled
with other pressures to leave the natal village, also entails losses that are
transforming Thai social organization. The traditional pattern in the
north, for a married daughter to remain in her parents' home or next door
in the same compound, is disappearing. Consequently, the nature of
female social support is changing: Whereas in the traditional village
which was peopled by extended families, women received support from
female kin of all ages, in the cities it is more likely to come predominantly
from age and occupation peers. This, too, is a new emphasis on horizon
tal (sibling-type) relations, with a new shift away from kin-based support
toward age-, gender- and class-based peer support.

The Democratization of Religious Practices:
New Means to Enhanced Individual Power

Religion is central to Thai identity: Theravada Buddhism com
prises, along with the monarchy and the state, the "civic religion" of
Thailand.Recently, evidence of secular experimentation with Bud
dhism has surfaced in Thailand. This evidence provides windows on

26The total fertility rate (TFR) is the average total number of children a woman would bear
during her reproductive period, given current age-spedfic rates.
27Statistics from Knodel.

28Chintana Pejaranonda and Aphichat Chamratrithirong, Fertility and Family Planning,1980
Population and Housing Census, Subject Report No. 3 (Bangkok: National Statistical Office,
B.E. 2523, 1980).
29Marjorie A. Muecke, "Health Care Systems as Socializing Agents: Childbearing the
North Thai and Western Ways," Social Science and Medicine 10:8-9(1976): 377-383.
^oprank E. Reynolds, "Civic Religion and National Community in Thailand," Journal
ofAsian Studies 36:2 (1977): 267-282.
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culture change.The following vignettes of religious experimentation
suggest a pattern of change in lay interpretations of Buddhism. They
show laypersons achieving religious power, some achieving a power
that is even superordinate to that of monks and acquired without
progressing through the normal steps of ordination into the Sanhga
and study of Dharmic texts. The vignettes thus suggest the democra
tization of Buddhism in Thai society.

Bangkok, 1973: Monks shared dais seatingwith the speaker at a public
lecture. The speaker was a lay woman, Ajaan Naep, who headed some
twenty meditation centers for monks and laity in central Thailand. Her
headquarters was the BuddhistStudies Research Centre, which enjoyed
royalpatronage at the famous Golden Mount monastery (Wat Saket),^^

Chiang Mai, July 1978-86: Monk adepts knelt before a female spirit
medium while she cupped the closely shaven head of each in her hands to
give a blessing. A Buddha image was on a platform beside them, its head
reaching only to their shoulders.^^

Bangkok, 1970-81: Heavy use of mass media attracted high-ranking
government officials, prominent businesspersons, a prince, and com
moners as pilgrims to a lay religious center, anaacak hupphaa sawan muanq
saatsanaa. The center espoused Buddhism, Christianity, Hinduism, and
anti-communism. Through a cult of male spirits (jaw phpo), its leader
exorcised spirits from the suffering. It sent religious missions to several
countries, including the USSR, in an effort to bring peace to the world.^

Nong Khai, 1986: A native layman clothed in white taught lay pilgrims
moral conduct in his meditation garden. Pilgrims' donations funded
ongoing construction of megalithic statues that depict Hindu-Buddhist
allegories around him. Popular music blared from a complex speaker
system on an islet in a lotus pond, a test ofmeditating pilgrims' concentra
tion. Thefounder-director has established similarTigerBalmGarden-like
centers in Laos, India and SriLanka. He has never been a monk, and says

3^For thepurposesofthischapter, culturedenotesa systemofinheritedconceptions thatare
expressed in symbolicforms. Membersof the same cultureuse these concepts to communi
cate, perpetuate and develop their knowledge about and attitudes toward life. This defini
tion is adopted from Clifford Geertz, "Religion as a Cultural System," The Interpretation of
Cultures:Selected Essays (New York:Basic Books, Inc., 1973),89.
32John Van Esterik, "Women Meditation Teachers in Thailand," in Women ofSoutheast Asia,
ed. Penny Van Esterik (DeKalb: Center for Southeast Asian Studies, Northern Illinois
University, 1982), 42-^54.
^Marjorie A. Muecke,"Monksand Mediums:Religious Syncretismin Northern Thailand,"
in Festschrift in HonorofJaneRichardson Hanksand Lucien M. Hanks, Jr., ed. A. T. Kirsch arid
C. E Keyes (in press).
34Shusuke Yagi, "CosmologicalThreatand Legitimacy: Riseand OppressionofaNewUrban
Religious MovementinThailand"(paperpresented at the annual meetingofthe Assodatidn
ofAsian Studies, Chicago, March 19^).
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he has learned through his meditation that were he to be ordained as a
Buddhist monk, he would become a paraplegic.^^

Each of these cultural acts or events violates our sense of what Thai

Buddhism means. Monks should not collaborate with women, much less
be taughtby them. It isoutrightblasphemyfora womanto placeher head
above that ofa monk or a Buddha image, and almost unimaginable for her
to hold the head ofa monk in her hands. Blaringstrains ofhot rock simply
do not fit the category of Buddhist meditation, and the mere suggestion
that ordination as a monk could have pathologicalconsequences is blatant
heresy. Furthermore, the BuddhistSanghain Thailandis nationalrather
than international in scope. And although we know Buddhism as an
unusually tolerant religious philosophy, it has remained distinct from
Christianity and Islam, the other world religions in the country.

The vignettes clearly stretch the usual interpretations of Buddhist
orthodoxy^^ to the extreme. They are heterodoxin that they reverse the
customary relationship between Buddhism and animism, between
monks and laity, and between men and women. Theyvest power where
power normally is not, and morality where morality normally is not—^in
animistic cults, in laypersons and in women. Their deviance has even
been recognized by official action. Tambiah^® reports on a movement in
the 1950s for monks to establish lay meditation centers in zvat; the move
ment wasinterrupted by the Sanghaand the governmenton grounds that
it sought political power. Similarly in 1981 the government accusedKhun
Suchart, the founder-leader of the samnak puu sawan cult and its medita
tion center, of lese majeste and threatening national security because it
thought he intended the center to become independent of the Thai
nation.^^

The recent increase in evidence of lay achievement of religious power
suggests that redefinition of the boundaries of religiouspower is becom
ing more normal.'^ This also is suggested by a complementary shift of
monks toward involvement in animistic and secular affairs. Peltier^^ has

35Author's field notes of July 1986.
35By usual interpretationof Buddhistorthodoxy, I refer to the works of Keyes, Kirsch, and
Tambiah. PaulDurrenberger suggests, in contrast, that Thai societyis not fundamentally
Buddhist, in his "Continuities in Highland and Lowland Religions of Thailand" (paper
presented at the Council onThai Studies Meeting, Madison, \^sconsin, October 10-11,
1986).
37Muecke, "Monks and Mediums."
38Tambiah, World Conquerer, 260.
39Yagi.
^OMulder, 50-51; and Donald Swearer, "Community Development and Thai Buddhism, the
Dynamics of Tradition and Change," Visakha Puja13 {1975): 59-68.
^^Anatole-Rogier Peltier, Introduction d la connaissance des luang phoQ de Thailande (Paris:
Publications de TEcole frangais d'Extreme-Orient, 1977), vol. 15.
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reporteda meteoric increase in the numberofluang phQQ^ monksand in
pluk phra rituals'^ in repsonse to lay demand of protective amulets.
Mulder^ has commented that monks have become "less the represen
tatives of the BuddhaDhamma and more the manipulators of the sacred
(sing saksit) that ensures protection and well-being."

Similarly, thegovernment hasshifted insupportofanimistic power. It
has sponsored the lak mnang (city spirit shrine) cult by actively renovating
long-inactive shrines throughout the country or even establishing new
ones (e.g., in Amphur Muang Loei) (cf. Tambiah 1986). The monarchy
also is sanctioning the change by participating in it: King Bhumipol
practices meditation,^ and Queen Sirikit has publicized her receipt of
guidance from the spirit of the formerKing Naresuan.^ Thus there is a
convergence of lay, monastic, government and monarchic action in the
expansion of the interpretation of religious poweraway from orthodox
Buddhism.

The increasing utilization ofreligious power bythelaity may represent
a resurgence ofa latentinterpretation religion amongthe Buddhist Thai.
King Mongkufs reforms in the late nineteenth century and the subse
quent Sangha Administration Act of 1902 under King Chulalongkom
occasioned "shifts in world view"^^ that were expressed in the Kitch-
anukit.^ These shifted the interpretation of Buddhism from a purely
moral view ofareality that included ahierarchic power structure ofbeings
(including ahierarchy ofhuman beings) andthatreserved knowledge for
the elite (monarchs, royalty, monks and former monks) to a denial of
supernatural beings^^—and toan acceptance ofthe empirical methodfor
interpreting worldly reality.These views are nowbeingrevised. There

^The titleLuang Phw(honored, greatfather) isassigned tooldermoidcs whoarefamous for
making and sacralizing powerful amulets, and to guardiandeitiesof towns.
^The phitii pluk phra isa ritual for quickening amulets and Buddha images with protective
saksit power.
^Mulder, 152.
^King Bhumipois practice ofmeditation isofcourse not equivalent tothat ofanordinary
layperson, since henotonly has ong status byvirtue ofbeing king, butalso hegained theong
status cissodated with monkhood when he was ordained.
<®Major General Jamratroomran, Buanglang phleeng phraraachaniphon "khtoaam fan ah suun-
qsut" [Background totheroyal song "The Highest Dream"], inPrayuth Sittiphanth, Luuksuea
5 Phaendin [Scouts of5Lands] (Bangkok: Wichai Angsu singh,n.d.),487-497.
^^Craig J. Reynolds, "Buddhist Cosmography in Thai History, withSpecial Reference fo
Nineteenth-Century CultureChange," foumal ofAsian Studies 35:2 (1976): 203-221.
^Chaophraya Thiphakprawong, Kitchanukit [A book explaining various things] (Bangkok,
1965). First published in 1867.
'̂William L. Bradley, "Prince Mongkut andJesse Caswell," foumal ofthe Slant Society 54:1

(1966): 36-37.
soCraig Reynolds argues cogently that exposure to Western scientific thought in thenine
teenth century discredited the Buddhist cosmography as it was recorded in the Traiphum.
For centuries it hadserved "as an all-embracing statement of theworld as seen through
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appears to be an emphasis on animism among the elites as well as the rest
of society. The increasing recognition of animistic behavior makes power
and status more accessible to the laity. The revived fascination with
meditation, for example, may reflect not only a search for peace and quiet
in one's lifebut also a search for personal power, through newly accessible
transcendent knowledge.

Contrary to previous notions that animist beliefs are undesirable
because they are "primitive" or "unscientific," they in fact may represent a
democratization of religion. Rather than retarding development, these
experiments in religion seem to indicate a democratizing process. The
revival of animism within the context of Thai Buddhism is a tribute to the

survival capacity of Buddhism. Buddhism has an extraordinary capacity
to absorb change: It not only teaches that lifeand existence are by nature in
constant flux, it also contributes to social change through the actions of its
monks and lay adherents.

It is important to note that the vignettes are relatively minor local
reiterations of related expressions of recent religious change that are
more national in scope. For example, the Santi Asoke Buddhist Center,
with its large meditation center in Nakhon Fathom, is patronized by
the likes of Bangkok's governor and by the upper middle class in search
of answers that science does not give. And there is the well-known case
of Mai Chii Voramai, who calls herself a bhiksunee, a female monk. The
vignettes demonstrate that beliefs in supernatural powers perdure, that
they are deeply and complexly woven in Thai social fabric, not only in the
minds of the rural Thai peasant. The "folk perspective" actually pervades
Thai society: Governmental action that ignores it jeopardizes its own
credibility with the people.

Constraints on the Expansion of Political
Participation

Two cultural concepts preclude the thoroughgoing acceptance of
the notion of equal access to political power in Thai Society—the
Buddhist concept of karma and its secular analog, sakdiinaa. These
concepts are perpetuated by behavior of the elite, the monarchy and the
military, thereby restraining change to a more democratic society in the

Siamese Buddhist eyes, as well as a primary instrument for educating subjects of the
Siamese kings in Buddhist values" (p. 203). Now, however, the Traiphum's hierarchy of
animistic beings as an integral component of Buddhist cosmology appears to be enjoying a
comeback in the jao phQQ cults of Bangkok, as described by Yagi,and the;aw; songcults of the
Chiang Mai-Lamphun valley,as described by Walter Irvine, "The Thai-Yuan 'Madman,' and
the Modernizing, Developing Thai Nation, as Bounded Entities under Threat: a Study in the
Replication of a Single Image" (Ph.D. diss.. School of Oriental and African Studies, Univer
sity of London, 1982), 316-381. See also Gehan Wijeyewardene, "Scrubbing Scurf: Medium
and Deity in Chiang Mai," Mankind13:1(1981): 1-14; and Muecke, "Monks and Mediums."
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American sense of equality before the law and equal access to political
power.

The suggestion above that Buddhism can be democratized is in a sense
a contradiction of terms. Buddhism, with the law of karma as its central
tenet, both legitimates and prescribes the differential distribution of
resources, wealth and power. Traditionally, the eUtes have had a vested
interest in aligning themselves with this interpretation of Buddhism, and
perhaps also with the notion that Buddhist/karma requires moral and
social inequality. The underclass has, it appears, bought into this inter
pretation. Popular belief is strong that men are morally superior to
women, older persons are morally superior to younger ones, the wealthy
are morally superior to the poor—^because current social status is viewed
as the effect of behaviors in previous existences. Given the fundamental
role of religion in Thai society, the concept of karma dictates against the
incorporation of democratic principles as understood in the United States.

The concept of sakdiinaa perdures as a trope for Thai social structure: It
complements karma with the weight of secular heritage to justify a
hierarchical stratificationof Thai society. The feudal ideology of the sak
diinaa was expressed clearly in the Village Scout movement. This move
ment was orchestrated by the military with the sanction of the monarchy
to guard the integrity of the nation-state against the incursion of commu
nism. In effect, the movement enabled the elites to exercise political
control over the emerging business sector and the hitherto unbridled
rural populace through a paternalistic mechanism. In the 1970s, the
\^llage Scouts {luuk sua chaaw baan) registered some 5 percent of the
population among its members.Since that time, in accord with the
prime minister's political strategy, the military has established several
mass organizations, as discussed by Suchit Bunbongkam in this volume.
These include the National Defense Volunteers, the Military Reservists
for National Security and the Self-Defense and Self-Development Vil
lages. These organizations give lip-service to public participation in gov
ernment: They involve the masses but do not empower them to make
independent contributions to political decisionmal^g.

Similarly, the recent explosion of the use of mass media^^ in Thailand
appears to be directed as much toward ideological control of the populace

siMarjorie A. Muecke, "The Village Scouts of Thailand/' Asian Survey 20:4(1980): ^7-^7»
52Between 1980and 1984there was an astounding 190percent increase in the number of
public telephones in the provinces (90 percent increase nationwide); domestic mail use
increased by 40percent; and in 1978-1983 there was a spectacular 250percent increase in the
number oftelevision sets in rural areas (up 90percent for the whole Kingdom). These figures
are from the National StatisticalOffice,Tables36,37,22. The mass media together with the
extension ofpublic schoolingto the most rural ofareas (sometimes through teleconununica-
tions) obviously is a powerful new medium for nationalization, and for homogenization of
the language, values, beliefs, and political orientations of the populace. The media (particu-
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as, paradoxically, to their political liberation. On the one hand, the soap
opera syndrome of vegetating in vicarious experience has become wide
spread, and on the other, the mass media are used to instill political values
of honoring the country, religion and monarch, and to engender antipa
thy to communism.

Trends toward emerging consciousness of individual and group power
that we witness in Thailand should be interpreted as a demonstration of
the flexibility of the Thai social order, not as a revolutionary reorganiza
tion of society. Siblings—even twins—^in Thailand remain senior or junior
to each other throughout life. Within Thai society, we can expect con
tinued but gradual and tentative expansion of awareness that power is
available through means other than karma and the sakdiinaa ideology. In
addition to them, animism, education, group consciousness, migration
and money now are being used for acquisition of power. Because the
desire for personal power still is stronger than the desire for social
equality, political participation is not yet (aside from the extraordinary
1973-1976interim) a driving concern. However, the quest for enhanced
social status and material well-being is spreading downward in the social
hierarchy, even into the lower socioeconomic sector.

The signs of democratization we are seeing still are mostly limited to
autonomous behavior of individuals, as distinct from collective action. It
is low-key, fragmented and intermittent, but is appearing in new social
domains and at increasing frequency. It suggests an emergent sense of
democratic equality among the new middle class and, more recently,
among the lower socioeconomic sector as well.

larly billboards, radio, television and newspapers) were pumped heavily and effectively
prior to the July 2529[1986] national elections as a means to promote civilian participation in
the electoral process.
53Lucien M. Hanks.



Discussion Excerpts

THAI participant: I don't have any quarrels with the authors of the
two papers on politics, but I would like to add some points. One reason
business groups can be more effective today than in Sarit's day is that
ethnic stigmas don't stick anymore as they did then.

Another point that should receive more emphasis is the role of the
monarchy as a referee. Thailand is not a democracy or a republic. We
are a constitutional monarchy. The monarch's role as referee has been
very evident in the past five or six years. The problem is how to
institutionalize this role as referee. It is now more personal than
institutional.

AMERICAN participant: We need to go beyond what has been said in
the two papers on Thai politics. They have taken Western categories
and tried to fit Thai reality into them and a great deal is lost in the
process. I am inclined to reject the phrase "semi-democracy" or "half-
democracy." I think it is demeaning. I think it doesn't reveal anything
about the qualities and the capabilities of the Thai system.

If we are going to use Western categories to describe the Thai reality,
I would like to go back to Aristotle, who defined democracy as a system
of populist rule which promoted demagoguery, factionalism and cor
ruption. He described it as a degenerate form of government. A lot of
the Thai generals have said very similar things. Aristotle was in favor of
what he called civil society. Civil society combined elements of the
monarchy, oligarchy and democracy. We in the United States have
tried to do that by having a president as a kind of pseudo-monarch,
and a Senate as a kind of pseudo-oligarchy, and a House of Represen
tatives to represent populist democracy. The Thais have done it a little
more straightforwardly. They have a real monarch. They have a real
oligarchy. And they have the disciplining factors of the bureaucracy
and the military along with the parliamentary system which repre
sents populist democracy.

I am not at all convinced that our system has any more capabilities or
staying power than what I would call the "moving equilibrium" of the
Thai system. It is not that it has evolved or has not evolved. It is a
moving equilibrium with marvelously sophisticated and competent
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qualities. We should focus upon it on its own terms rather than force it
into our boxes of thought. What are its strengths? One is its capability
for consensus. A leader cannot antagonize too many groups without
losing power. This lends more continuity to policy than in our system.
A second is that it brings to bear on policy enormous expertise. A third
is that it has remarkable sensitivity to changes in society and to the
demands of particular social groups. There are also weaknesses in the
system. One is that it is indecisive because it is very difficult for a leader
to take big policy steps. The populist part of the system is uninstitu-
tionalized and irresponsible. Finally, it is very vulnerable to interna
tional markets.

It is not possible simply to expand the system as it now exists,
whether this system is called "pragmatic parliamentarianism" or
something else. The system of today is very dependent on a particular
king and a particular prime minister, and an extremely elitist and
hierarchical role for the central bank and the finance ministry.

THAI participant: When political scientists talk about politics they
take the view that politics is what goes on in Bangkok. Politics in the
provinces is not touched upon. Neither of the papers on politics deals
with politics in the provinces. There are lots of very powerful rural
elites. We know too little about them. If there is no parliament what
will happen to them? Also, how are they linked to the business elite we
keep talking about? Bangkok capitalists finance political parties, and
those in the provinces finance elections. I am frustrated with political
scientists who don't raise these micro-political issues, who concen
trate on what is going on only in the part of Bangkok where the
ministries, parliament and Government House are located.

THAI participant: Marjorie Muecke interprets the changes in Thai
religious practices as a move toward democratization. Another inter
pretation is that the growth of meditation centers is a reflection of the
spiritual problems caused by a society undergoing rapid
socioeconomic change which has created considerable tension.
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6. Changes in U.S. Society as They
Relate to Thailand

SURIN PITSUWAN

The last two decades have seen America turning inward. The effect
of the Vietnam war and the impact of that traumatic experience being
transmitted into American living rooms have left a great scar on the
American psyche. A well-known sociologist, Edward Shils of Chicago,
describes this psychic war wound, which led to an almost universal
sense of skepticism among Americans and the erosion of the legit
imacy of authority in America. This phenomenon points to an America
in perpetual disorder as a result of the irreparable damage done to the
traditional American faith in and respect for public authority.

Since the Vietnam war the American people have become much
more self-conscious, self-centered and self-interested. Books on indi
vidual psychology have been written and read widely. Individual well-
being appears to supersede public good. Large numbers of such titles
as Fm OK, You're OK, Looking Out for Number One, and You Are Your Own
Best Friend have been sold. More recently published is The Culture of
Narcissism. We have to look at these titles not in isolation, but as an
essential part of the changing American society, the evolving American
psyche.

The war in Vietnam brought new awareness to various parochial
groups in America. Groups that never had been active, involved or
interested in social policies and political issues prior to the war have
become incited, committed and driven to take public stands to reflect
their thoughts and feelings on the matters before them. The war forced a
lot of people to start speaking out. If they never thought there was
anything they could do about the war, they saw there might be something
to do closer to home. They picked up on an issue that was closer to the
family—^busing seemed like something they could do and handle. And
from there they moved on to tackle the more complicated problem of the
war through draft evasion, anti-war demonstrations and the other tactics
of the peace movement.

The accumulative effect of the Vietnam era experience is an America
shortening its sight and narrowing its perception of national interests.
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Each citizen is driven to be mindful of his or her own narrow self-interest.

Few now are committed to the general interests of the larger whole.
America turned inward at the same time as U.S. economic power also

was eroding. In 1945, when there was an enthusiasm about the world,
about progress, peace and collective security, America was producing half
of the world's manufactured goods. In 1953, America produced 44.7
percent of these goods. In 1980, however, America's share of manufac
tured goods produced fell to 31.5 percent. By the year 2000, according to
one estimate, only 20 percent of the world's manufactured goods will be
American made. Concomitantly, there is a trend toward self-doubt. There
is strong pressure being put upon the American psyche. Because of that
inward-looking trend and feeling of mistrust toward authority, the com
mon attitude is that you will have to take care of yourself, to be, so to
speak, "your own best friend."

In addition, a new phenomenon is developing in America: It is a trend
toward political isolation, a feeling of anti-anything that smacks of inter
nationalism, anti-United Nations. I worked with Congresswoman
Geraldine A. Ferraro for six months (December 1983 to May 1984). There
was one letter that I had to keep writing. That was about why the U.S.
government should continue to support and work with the United
Nations. People from Queens, New York, began to lose hope and faith in
the idea ofinternationalism, the United Nations and its related agencies. I
do not think they were isolated from middle America on that issue. I think
they did represent the general desire on the part of the American people
to shrink from the international arena, to concentrate on the problems at
home.

The fact that people like Jeane Kirkpatrick and Daniel Moynihan are
being sent to the United Nations to be the soldiers of American interest
certainly indicates a major shift in the U.S. attitude toward interna
tionalism. Doubts about the value of the United Nations and the virtue of

international cooperation and mutual assistance are on the rise in today's
America.

Opposition to foreign aid programs is a theme in a lot of congressional
mail coming from the American people. "We don't want to pay for those
regimes, for those corrupt leaders in the Third Worldany more," they are
saying. "We are doubtful about the Nixon Doctrine, the Reagan Doc
trine." Political isolation and political conservatism are coming center
stage in American politics. Military buildup is one consequence of this
attitude.

An interesting related phenomenon is that some of the most conser
vative leaders have also become isolationists. U.S. Senator Jesse Helms of
North Carolina, for example, a conservative, who should be an interna
tionalist—^free, open, fighting and helping, in the best sense of the
Western tradition—^has recently turned out to be most protectionist.
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bordering on isolationist. He is most bitter about his North Carolina
tobacco being denied a market abroad, particularly in Thailand. He has
expressed deep concern about the tobacco monopoly policy of the Thai
government. We will have to deal with him. We are thankful that he is no
longer the chairman of the Senate Agricultural Committee.

The anti-Communist agenda is being revived in a very narrow sense.
When it comes to unilateral military intervention—such as Grenada,
Lebanon—^your friends and allies also question the wisdom of taking
such drastic action. When I say unilateral, I do not mean that you do not
have enough reason to justify the action in the way you see it. But just as
Prime Minister Margaret Thatcher said, "We love our allies, we support
them, but we do respect international law." A lot of people feel disturbed
about your unilateral action and its limited results around the world,
including people here in Thailand.

The false optimism that Reaganism exudes is not healthy. President
Reagan is certainly optimistic about his military buildup, his Strategic
Defense Initiative (SDI), a "successful" arms race, B-1bombers, MX mis
siles, handguns, high interest rates, the huge deficit and the over-valued
dollar, covert military actions and operations in various countries (for
instance, Afghanistan, Angola, Nicaragua)—all these things are part of
the new resurgence of political conservatism and political isolationism.
The elements of the internationalist ethos such as peace, collective
security, freedom, justice, dignity, growth, progress—^which used to be
the catch-words of the post-war period—^are no longer stirring 'Ameri
cans' psyche and spirit, not as before anjrway. On top of that, parochial
politics is emerging. A lot of people in America are finding themselves
entertaining a mood characterized by terms such as "fortress America,"
the "life-boat mentality." Let us protect our own interests (which may be
conflicting interests), they say. Farmers want subsidies. The textile belt in
the Southeast wants more protection against foreign competition. The
rust belt and the corn belt are crying out against cheaper, more sophisti
cated foreign-made cars and other consumer products. Everybody wants
to take care of his or her own particular, narrow, small, parochial interest,
no longer believing in the future, in progress, in the promise of all the
good things that should come with competition, with free trade, with
whatever principle used to be the cornerstone for American foreign trade
and foreign policy.

Congress has become a stage on which a grand drama of an impossible
interests-balancing act is being played. We in Thailand were used to
dealing with a unified America—the U.S. administration or the executive-
led foreign policy makers—on defense assistance, on economic aid pro
grams. We now are quite confused about with whom we should be
dealing. Because of this rapid change and transformation in the American
society, we cannot be expected to catch on so fast. At the height of the
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textile controversy in 1984^-1985, General Kriangsak Chomanand as the
chairmanof the ThaiHouse ForeignRelations Committeeappealed to his
old American friends and counterparts (wehad helped you so much in
Laos, Vietnam and Cambodia), forgetting that all those friends have
changedtheir mindsabout extendinghelpinghands. Theyhavebecome
short-sighted, parochial victims of the transformation of that American
psyche that 1referred to in the beginning.

We areconfused. AThaiforeign ministera fewyearsago turned down
a luncheon invitation by Charles Percy, chairman of the U.S. Senate
Foreign Relations Committee, because he was hoping to see an under
secretary of state. He was thinking that an undersecretary of state was
morepowerful m the American bureaucracy and foreign policy establish
ment, justasit isintheThai foreign policy circle. We were usedtodealing
with a unified executive, a unified Washington. We are confused about
the role Congress now playsin foreign policy.

The Thais are admirers of the Koreans, the Taiwanese, the Israelis and
the Japanese for theireffective work on Capitol Hill in Washington, but
we still are not organized enough to scale that hill ourselves; there is a lot
for us to leam.

In the introductory speech that he prepared for this conference.
Ambassador Kasem S. Kasemsri put the ball in the American official
representatives' court. He said, "Mr. [Joseph] Winder, Ambassador
[William A.]Brown, youwill have toexplain totheThai people thata lotof
these things arehappening and affecting Thaiinterests, notbecauseofthe
official American policy in Washington, but because ofconflicting paro
chial interests in Congress, reflecting the conflicting interests in the
American society as a whole."

I do not agree with that line of thinking. I think we, the Thais, have to
try our best to understand what is going on in America. We realize the
significance oftherole ofthe18,000-20,000 personcongressional staff. But
wedonothave thestaff and theresources and themanpower tocultivate
them as the Israelis, the Taiwanese, the Koreans, theJapanese and the
Singaporeans are doing in Washington. We have to leam, to find ways
and to organize ourselves righthere. The same goes with regard to the
lobbyists. We just do not have enough to distribute, to try to get our
position, our views across to American policymakers.

You have changed, we have changed too. The Thai executive branch
willhavetodealwithan evenmorevociferous parliament. We toohaveto
respond to our constituents. At the height ofthe sugar and commodity
controversies in lateAugustand earlySeptember1986, a groupoffarmers
from Lop Buri came over to see the Speaker of our House ofRepresen
tatives and raiseda veryinterestingquestion: "Whydon't wesellour com
to the Russians?" Whatwouldthe American congressmen, the American
officials in Washington say or how would they react to such an innocent
question ifit were tobemadein public? Alotofthemmightregardthatas



Surin Pitsuwan 85

a threat. But it is a legitimate question in our society; we have to look out
for our own interest. We are changing, you are changing. We might be in
for a more difficult time.

Three letters from the Thai House leadership here were sent to the
U.S. Congress on the sugar issue alone in September 1986, and none of
them was even answered. We try to be active, reflective of our constitu
ents' frustrations, hopes and fears, but we are not being taken seriously
by our American counterparts.

We have a new generation of chairmen in our House. Boonchu
Rojanastein, with his background, his international prestige and name
recognition, has assumed the leadership of Thailand's House Foreign
Affairs Committee. Pairoj Chaiyapom, educated in Colorado, is the chair
man of our Economic Committee. Trairong Suwankiri, former govern
ment spokesman and a Ph.D. from the University of Hawaii, is the
chairman of the Agriculture Committee. Yupa Udomsak, educationalist
and Ed.D. from an American university, is the chair of our Industry
Committee.SupatraMasdit, who earned a master's degree at the Univer
sityofHawaii, headsthe House Affairs Committee and is trjdngtomake
parliamentary improvements; she also has a very important voice in
many issues affecting relations with foreign countries. She canbe quite
influential in certain policymatters, such as the prisoner exchange treaty.
One woman canbequite effective. Sothey are quite powerfulvoices; they
can be ignored only at a price.

Wehave to adjust to changing realities. Pleasedo not misunderstand
us by raisingsomeofthese sensitive issuesbecause weare alsobecoming
quiteparochial, because theThai Houseitself issupposedtobea populist
place reflecting our society.

Aristotle's Politics saysthat democracy is not the best regime. It allows
or gives riseto demagoguery, topassion. Ialsoaman admirerofThomas
Jefferson, who believed in the aristocracy of intelligence. Nevertheless, I
do not want this country to be ruled by the iron fist of aristocracy or
oligarchy, powerand influence, naked at times. TheThai House is being
criticized, sometimes condemned. A lot of my friends who voted for me
or my party have expressed disappointment. I too am disappointed. But
because the House is so open, you can criticize it to your heart's content.
The temporary setback that Professor Khien Theeravit was talkingabout
is heartbreaking. But would anybody in this room prefer an absolute,
best-organized party, a mass party characterized by uniformity of
thought, pure power, absolute power, ruled by a certain group that has
the "best interest of the people" in mind? I am sure you wouldn't want
that kind of a closed society—even though it is an effective system.

To those who harbor great doubt about our democracy, I ask for more
understanding and encouragement. The internal turmoilofpolitical par
tiesexists simply because the partiesoperate in an impossible situation. If
youknewwhatIknowaboutthe settingup ofthiscoalition, youcertainly
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would forgive or at least understand some of the problems that we are
facing internally on various issues at this point.

We in the parliament perceive our role as a balancing act among
contending institutional interests. But we do not have a platform to stand
on when we perform that balancing act. We do not have the resources,
staff, officespace or precedents to refer to. About one-third of our time in
parliament is spent discussing procedural matters. How to vote on one or
another issue, secret or open, how to phrase the motion, how many
meetings a year do we want, how many days a week, one or two sessions
a year?

A lot of time is being devoted to such procedural matters because we do
not have much history to fall back on. Give us some time. Give us a break.
Make that break long enough for us to build up some parliamentary
tradition, history and precedents that we can go back and refer to when
we chart our future course.

As a political actor, I too am very disappointed. But as a soldier of
democracy, I have to raise my sight and fix it on the horizon rather than
gazing down to the rubbish at my feet. These days we have a lot ofthat. As
supporters of democracy, I hope at least you will provide us with
guideposts and keep the beacon burning. Even if the horizon darkens, I
will not give up; I plead with you not to cut my supply line.



7. The U.S. Congressional Process
and Its Implications for Thai-American
Relations

HERBERT LEVIN

The institutional culture of the United States Congress differs mark
edly from thatoftheexecutive branch. The former tendstobepublicly
discrete while the goal of the latter is to be discreetly predictable.
Americans accept these differences as reflecting the constitutionally
mandated separation of powers plus natural partisan competition.
While theCongress canbedevastatingly effective whenitacts—or fails
toact—on legislation affecting foreign affairs, it isnotinvolved directly
in most international policy matters. Foreign governments can sway
U.S. congressional views through reports from their countries in key
American newspapers and by providing information from foreign
embassies in Washington to congressional staffs to meet members'
needs.

Congressional attitudes toward Thailand traditionally have been
positive and theyremain so today. This is true despite whatare per
ceived in the Congress as an unprecedented Thai insultto the United
States in the United Nations and unhelpful Thai attitudes toward the
U.S. trade deficit. Increased trade frictions are inevitable as the Thai
and U.S. economies become less complementary and more com
petitive. Ifthese"taxes onsuccess" arepaidbybothnationsin amature
manner, the two countries should find their self-interests served by
even closer relations. In any case, the Congress willremainvisibly, if
sporadically, interested in Thai-U.S. relations.

The Institutional Setting

To understand the U.S. congressional process as a factor in foreign
policy formulation, it is necessary to recognize that the institutional
culture of Congress differs markedly from that of the executive
branch—including the StateDepartment, the NationalSecurityCoun
cil and so on. Indeed, each branch of government has its own distinct
subculture of the American polity—including differences of dialect.

The views expressed here aresolely those oftheauthor anddonotnecessarily reflect those
of the Department of State.
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For the executive branch, the exigencies of melding domestic and
foreign concerns into coherent national policies require that the pro
cess be as confidentialas possible, and the pace incremental. Exciting
excessive public apprehensions or expectations at home or abroad
should be avoided, and the appearance of continuity and predictabil
ity strengthened for U.S. policies to deter opponents and attract sup
porters.

The Congress appraises itself as most effective when it is visibly
active—holding hearings, passing resolutions, enacting laws, and so
on. Individualmembersare required to takesharply defined positions
byvoting yeaornay, notbydelivering themselves ofnuancedpronun-
ciamentos. Informed senators and representatives know that the real
itiesof international order and disorder are characterized by shifting
shades of grey. Nevertheless, the legislative process demands that
they often act as if the choices are clearly drawn between black and
white.i

These distinctions should not be overdrawn. There are times when
presidents have played to the gallery instead of history to measure
their success, and instances of senators and congressmen having
worked for broad national long-range policies. Presidents sometimes
do act like senators—and vice-versa.

In any case, these different institutional cultures of the executive
branch and the Congress are not viewed by the American people as
regrettable defects or aberrations in our democracy. On the contrary,
theyare accepted as appropriately reflecting the differing approaches
which constitutionally are builtinto the U.S. system of"separation of
powers" between branches ofgovernment. Afew examples help illus
trate this.

The executive branch seeks to avoid clearly drawn, dramatic state
ments of foreign policy because these could limit future maneu
verability athome or abroad. Public vagueness and carefully wrought
generalities allow for flexibility in timing and substance in executive
branch handling of international affairs.

In contrast, individual members of Congress, the subcommittees,
the committees and the two chambers constantly must take clear-cut
positions responding to perceived needs for change or legislative
action, thereby ensuring recognition by the electorate of their devotion
toduty. Thisvisibility ispeculiarly essentialforsurvivalbymembersof
the House of Representatives, some of whom have little more than a
one-year interval between the time they take their seats in January
(after beingelected inNovember fora two-year term) andbeginning to

iStanley J. Heginbotham, Chief of the Foreign Affairs and National Defense Division,
Congressional Research Service, Library ofCongress, is thesource ofa number ofhelpful
insights on this question. See, for example. Dateline Washington: The Rules ofthe Games,
ForeignPolicy No. 53(Washington, D.C.: Winter 1983-84).
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campaign in their first re-election party primary race early the follow
ing year. Senators are elected for six years. Nevertheless, the mem
bership of both the Senate and the House recently has averaged less
than fiveyears in office; this results in a strong Congressional commit
ment to stay in sight of the voters.

The executivebranch puts forward as a desirable principle for itself
and for the government as a whole—including the Congress—that the
United States should speak to the world with one voice, supporting
one foreign policy, because other governments are listening. A visible
Americanpolicymonolithis morelikelyto impress foreignersthan the
shards of intra-governmental debate.

Congressmen and senators must at all times appear before each
other and the citizens who elect them as independent thinkers and
actors. Publicly challenging the executive branch on foreign policy
questions is an excellent wayofattractingmedia attention to fulfill this
political requirement. For members of the party not in control of the
executive branch, it also provides a means of advancing alternate
foreign policies; for members of the president's party it makes clear
that a congressman or senator is not an unthinking supporter of the
administration. When one or both houses of Congress have a majority
of members not of the same party as the president, normal Congress-
executive competition can become further complicated by partisan
considerations—and this has been the situation more than half the
time since 1945.

The executive branch under any political party will seek stable
relations with almost all nations, and friendly ties with those which
reciprocate, trying carefully to weigh the totalityofU.S. interests with
a given country, and seeking to construct a coherent whole. Withfew
exceptions, members of Congress will urge the executive branch to
pursue specific foreign relations objectives—strategic, economic, com
mercial, cultural, political—which meet the needs of particular U.S.
interest groups, regions, states, congressional districts, economic or
politicalorganizations, and the like, with which the particular member
has affinity.

The executive branch—through its control of American embassies
abroad, and close ties with foreign embassies in Washington—will
maintain continuous confidential contact with foreign governments,
monitoring and adjusting relations, seeking to minimize misunder
standings and avoid crises. The Congress can act in accord with con
stituent needs or members' predilections only sporadically, through
publicized investigations, votes on foreign aid or on problem imports,
etc. All this congressional activity must be done with maximum pub
licity to manifest to the electorate that the members are fulfilling their
responsibilities to be hard-working and independent.
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Executive branch officials in good faith assure foreigners with
whom they do the government's business that the Congress certainly
will support equitable international agreements. Members of Con
gress thereafter often skillfully delay by procedural devices the pas
sage or oversight approval ofinternational agreements to gain leverage
in the endless business of legislative processing. The agreement with
Patagonia on trade in frozen penguin feet may be the number one item
of business to the Patagonians and the executive branch folks with
whom they negotiated it, but to the Congress it is just more grist to be
ground through the legislativemill for whatever general goodness can
be extracted from it.

Executive branch officials are highly skilled in presenting narrow
U.S. national interests or commercial needs in terms of universal
truths to sway foreigners' judgments.Conversely, congressmen apply
widely accepted U.S. ideas to particular foreign situations to meet the
specific concerns of activist components of the electorate. These differ
ing approaches characterize most committee hearings in the contrast
ing emphases of executive branch testimony and members' question
ing. They also significantly flavor much congressional travel abroad,
when membersoften go toa country avowedly to investigate a particu
lar subject. Many members excel in their ability to project individual
constituent concerns through the legislative process by means of
deftly introduced floor amendments and hortatory resolutions.

The Extent of Congressional
Participation

These examples of how the different cultures of the executive
branch and the Congresscanimpacton the makingand carrying out of
foreign policy do not form any pattern ofAmerican success or failure in
international affairs. Most salient is that the Congress (and each indi
vidual member) is simply too overburdened with other legislative
business to get involved in most foreign policy matters.

The U.S. role in various Middle East negotiations has been a major
one for more than a generation, with congressional participation lim
ited to occasional votes on aid or arms transfers. The great congres
sionalinterest in U.S.-Soviet relationsonly translates itself into legisla
tive involvement in rare instances such as when an arms control accord
goes to the Senate for advice and consent. Most of the time, the
executive branch transacts most of the international business of the
U.S. government with little or no congressional input.

Indeed, some members of Congress claim they can discern an
executivebranch tradition of scheduling completion of politically sen
sitive foreign policy matters when Congress is in recess, with members
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out of Washington so they cannot become involved. Other members
view the executive branch as drowning the Congress in a torrent of
reports, letters, briefings, andsoon,sotheycannot identify andsingle
out for effective attention the really significant items. But even if the
Congress is only intermittently seized with international affairs, when
it does or does not act it can have awesome effect.

For example, during the half century beginning in 1851, the Con
gress refused to accept arbitration treaties with Great Britain and
France. In 1935 and 1939, Congress passedthe Neutrality Acts, refus-
ing to givePresident Roosevelt the capability to send arms to countries
resisting Nazi Germany, fascist Italy, imperial Japan and the Stalinist
Soviet Union.

When the Senate rejected the TreatyofVersailles, the tone ofAmeri
can foreign policy was set for a decade, despite President Wilson's
strong views to the contrary. President Nixon was disappointed at
congressional inactionon the ThresholdTest BanTreaty, an experience
shared by President Ford regarding the Treaty on Peaceful Nuclear
Explosions, and by President Carter with SALT 11.^

Affecting Congressional Perceptions of
Foreign Governments

How then should foreign governments honorably go about their
legitimate business ofinfluencing congressional opinion, correspond
ing to their representations to the executive branch? The key factor
here is that congressional positions are swayed by information, and
that most information reaches the Congress through the press, not
from State Department or CIA briefings orexecutive branch testimony.^

Aforeigncountry can profoundly influencecongressionalattitudes
toward it by understanding that the mosteffective channelis through

^Executive-legislative relations in thefield offoreign affairs havebeena sourceofstrainsince
the earliest days of the American Republic. Within a few months of his inauguration as
president, George Washingtpn went totheSenate toseek itsadvice andconsent ona treaty
withtheIndiantribes oftheSouth. TheSenate's cold reception ofthepresident caused him
toretreat. Nosubsequent presidentwenttotheSenate onasimilar erranduntilJuly10,1919,
whenPresident \^^son appeared in theSenate chamber topresent theTreaty ofVersailles.
His experience discouraged similar presidential visits until the summer of 1945, when
President Harry Trumanpersonally submitted the United NationsCharter to the Senatefor
approval.
^One American writeroncongressional activism inforeign affairs views itasfollows: "Itisa
fact oflife. Like that most elemental fact, sex, it isnotgoing tofade away; ithasthecapacity
for disgusting excess; it can be made manifest appropriately or inappropriately. But it is
goingtobewith us. Therefore the president'sjob.Congress' job,and the taskofthoseofus
who areinterested in thesubject is to structure guidelines thatwill maximize thehealthy
aspects of this fact of life and minimize the unhealthy aspects." W. Taylor Reveley III, in
Congress, the President and Foreign Folia/ (Washington, D.C.: American Bar Association
StandingCommittee on Lawand National Security, 1984).



92 U.S. Congressional Process and Its Implications

the local correspondents of the New York Times, the Washington Post or
other U.S. media. The reports of the American ambassador about the
country where he or she is resident are read by far fewer congressmen
than the articles sent backby the New York Times bureau. Not only do the
contents of the articles affect the positions of congressmen on specific
subjects, their impact on the broad spectrum of interested American
citizens determines the climate of opinion within which a member of
Congress usually wishes to move.

Another significant means of influencing congressional attitudes
towards a foreign country is the interaction of that country's embassy
in Washington with the Congress or, more precisely, with congres
sional staffs. The key to productive relationships in this area is to
understand that staff interests reflect members' needs, and to order
embassy efforts accordingly.

Forexample, if a member of Congress is active on questions relating
to U.S. interests in the Middle East, the foreign embassy officer should
understand the history of Israel's political parties, the international
ties of the Israeli Labor party, the stances of ultra-orthodox versus
liberal Jews in Israel and their sympathizers in the United States, and
the significance of the historical differences between Sephardic and
Ashkenazic Jews and what this means for contemporary questions.
And the officer should be equally at home with the connections of
Christian and Muslim Arabs with their American supporters, the role
of the oil industry, and defense contractor relationships.

Any foreign diplomat working to advance understanding and sup
port for his or her nation's interests in the Congress should be knowl
edgeable about the religious element in congressional thinking when
ever it might be present. For example, Mormonism brings different
perspectives to bear on international questions than does Judaism or
Catholicism.

The citing of potential religious factors in congressional attitudes is
not to suggest that these dominate. Religious leaders would be the first
to point out that they do not, but they do play a role not immediately
apparent to interested observers. Probably more important aspects of
congressmen's and senators' backgrounds that foreign embassies
ignore at their peril are whether a member's political base is rural,
suburban or inner city; whether the state or district has substaittial
activist agricultural interests, defense industries, or the like; and sim
ilar questions.

Interestingly, the foreign diplomat in Washington will find largely
irrelevant any previous experience with the Japanese Diet, the British
Parliament, or other representative assemblies. In the House of Repre
sentatives committee chairmen have little or no control over subcom

mittee chairmen. The latter usually set their own agenda and have
staffs beholden only to themselves, not to the committee chairmen. In
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contrast, the chairmen offull committees in the Senate usuallyexercise
morecontrolovertheir subcommittee chairmen. In allcasesthe major
ityparty in a bodydoeshave a superiorposition to thatofthe minority
party. However, the party positions may be the reverse in the other
chamber.

In reality, there are 535 individualfiefdoms in the Congress, eachof
which is served by extensive staffs, totaling 18,000. To fail to cultivate
ties with these staffs is to ignore the reality of the way the Senate and
House operate. The Congress is not dependent on the executive
branchto inspirelegislation or to provide guidance, because Congress
has access to other resources through its own staffsystem; those who
comprise that system usually are most accessible to foreign diplomats.

It is also important to bear in mind that unlike the system followed
in comparable situations in other democracies, in the United States
candidates for the presidency and the Congress are selected through
distinctlyseparate mechanisms, and there is not a strong relationship
between their respective triumphs and failures. Since1945, the Ameri
can people have changed party control of the executive branch five
times. In those five elections, the voters re-elected 92 percent of the
incumbent members ofCongress who stood for re-election of the party
that lost the presidency. The lesson for prospective and current mem
bers of Congress is that their prospects for election or re-election have
little to do with their party affiliation or the electoralfateoftheir party's
presidential candidate. This certainly is a factor in freeing members to
shape their own attitudes toward executive branch wishes on interna
tional matters—or anything else.

A subject sporadically discussed in Washington is the nature and
effectiveness of activities designed to influence Congress (or anyone
else) on the part of Americans employed by foreign embassies. The
focus of this attention is usually on lawyers, public relations experts
and others providing professional services, customarily on a contrac
tual basis. Some embassies have a history of never engaging Ameri
cans for such purposes, while others employ Washington profes
sionals as readily as they might contract for American electricians,
carpenters or other technicians.

To the extent that there is any general appreciation among informed
American observers of the role ofU.S. citizens in the employ of foreign
diplomatic missions, it probably is one of understanding the need for
attorneys to analyze U.S. laws and provide legal services—and for
legislative analysts and political and economic advisors to assist in
comprehending those complex areas of the U.S. government and
polity.

It could be said that the foreign embassy is exercising the same sort
of prudence as an American corporation in employing outsiders
knowledgeable of the national government scene to advise how best to
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protect and advance their principals' interests in Washington. How
ever, they might be less understanding of the need for American
employees ofan embassyto speak on behalf ofa foreigngovernment,
as contrasted with advising its diplomatic representatives. Foreign
embassies are usually expected by the Congress to speak on their own
behalf. However, to whom they address their remarks, how these are
organized and the timing of their delivery might well be helpfully
influenced by knowledgeable American counselors.

The U.S. Congress and Thailand

Can we reach any judgment as to the effect on Thai national inter
ests, and therefore on Thai-American relations, of the congressional
role in international affairs? In so doing, we should not underestimate
an important dimension of the congressional phenomenon in interna
tional affairs—generaldisinterest. However, it is most notable that for
those members who concern themselves with such matters, the per
ception of Thailand in the Congress is universally favorable. Security-
minded members remember the Thai military contributions in Korea
and Vietnam, and are aware of Thailand's sturdy refusal to bow to
Vietnamese military hegemony in Indochina today. Congressmen are
moved by human suffering, and they know and respect Thailand's
policy toward the seemingly endless stream of refugees entering frcMn
the east—and would be concerned at any Thai departure from that
compassionate attitude.

Hearings on levels of U.S. economic or security assistance specifi
cally for Thailand are rare, and what discussions do take place are
generally in a positive vein reflecting interested members' knowledge
of Thailand's laudable record in effectively utilizing external
assistance. Congressional votes on resource transfers to Thailand—
economic development funds, narcotics control assistance, refugee
relief, etc.—all have been favorable, if recently constrained in size by
overall budgetary limits. It would not be an overstatement to say that
Thailand has never "lost" a vote in the U.S. Congress, and that consis
tently positive executive branch policies toward Thailand receive
sturdy congressional support.

From a congressional perspective, has there been any evidence of
trends or developments that could disturb this happy picture? One re
cent case does come to mind: In 1986 the United States took military
action against Libya after Libya ignored repeated U.S. warnings and
again killed unarmed Americans in terrorist acts. On April 14,1986^in
the United Nations Security Council, Thailand voted with the Soviet
Union to condemn the United States for this action—the only Ameri
can ally to do so. The exact vote was: the U.S., Australia, Denmark,
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France, and Great Britain opposed; Thailand, Bulgaria, China, Congo,
Ghana, Madagascar, Trinidad and Tobago, the USSR, and the United
Arab Emirates in favor; Venezuela abstaining. American surprise and
disappointment at Thailand's vote was heightened by the knowledge
that if Thailand had chosen to join Venezuela in abstaining the resolu
tion would have failed to obtain the nine votes needed for its passage.

Though the executive branch must have worked hard to explain to
Thailand the rectitude of the American case, once the Thai vote was
cast against the United States, the executive branch would be anxious
to focus the relationship on more constructive matters. Thus, the
executive branch would seek to ensure that Thai-American ties would

not become overly strained because of a single non-binding vote at the
United Nations.

The congressional reaction was different and probably will be
longer lasting. Public opinion polls along with other indicators suggest
that the U.S. military retaliation against Libyan terrorism was sup
ported by more than 70 percent of the American people, an unusually
high degree of approbation for a presidential initiative of this nature.

From a congressional perspective, it seemed the Thais joined the
Soviets to condemn the United States in the United Nations when the

Thai leadership in Bangkok knew the facts did not justify such an
unprecedented vote, and abstention was a readily available alter
native. For a member of Congress, Thailand's vote at the United
Nations was a public insult to his or her constituents, whom they are
obliged and happy to defend. Inasmuch as Thailand determined that
its relations with other countries required it publicly to condemn the
United States, the Congress will be helped to remember this signifi
cant Thai act by recalling the unfavorable American popular reaction.
The point is not that a single U.N. vote means the end of good Thai-
U.S. relations—all would agree that is not the case—^but that the Thai
action to join the Soviet Union in an attempt publicly to humiliate the
United States cannot be without cost to Thailand. Members of Con

gress will have this in mind for a long time to come.
Another area of concern is the congressional appraisal of Thai

attitudes toward U.S. actions to reduce our unacceptable trade deficit.
Thailand doubled its trade surplus with the United States in 1985 to
$800 million. Clearly, if U.S. trade policy is one of "growing protec
tionism" it is a failure in regard to Thailand. When the booming Thai
export trade to the United States runs afoul of U.S. trade rules on steel
dumping or textile marketing, the Congress will expect Thai reactions
to be tempered by knowledge of overall U.S. problems in contrast to
the pace of Thai economic successes. The United States now imports
more manufactured goods and more agricultural products than it
exports. The United States is again a debtor nation for the first time in a
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hundred years. The Congress is convinced that this unhealthy situa
tion cannot be allowed to continue if the nation is to fulfill its respon
sibilities to its allies as well as its own citizens.

A congressional initiative—opposed by the executive branch—
which has engendered more heat than light is contained in the Food
Security Act of 1985 (the farm bill).For a number of reasons, including
an overvalued American dollar and very effective Thai marketing
efforts, U.S. rice exports fell from 25 percent of the world market in
1981 to 17percent in 1985,while the Thai share went from 24percent to
40 percent in the same period. Congressionally mandated efforts afe
designed to make U.S. rice exports more competitive. The effectproba
bly will be marginal on Thai earnings in the long run, since the U.S.
intent is to match the world price, not lower it.

As Thai export capabilities happily continue to improve, both Thais
and Americans should prepare to handle the inevitably growing
number of frictions accompanying increased competition between the
two economies. These are "taxes" which we both pay for success.
Handled properly, they will not endanger the enduring favorable
accomplishments that bring the two countries ever closer together. We
may confidently expect an interested Congress to continue to make an
active and vocal contribution to this process.



Discussion Excerpts

AMERICAN commentator: I have rather different conclusions from

Surin Pitsuwan on some key themes. At end of World War II the United
States embarked on an extraordinarily internationalist set of policies. I
would say that even today the United States is probably the most
internationalist of all major powers—and maybe of all powers. The
trend at home is not against internationalism. It is not isolationist in the
more traditional sense. There is, however, a growing insistence for
fairness and reciprocity. There is a reemergence of American national
ism, but I don't regard this as ipso facto anti-internationalist and in fact
I think it is a healthy trend. We cannot be all give and no take. We are
also more interdependent with other countries. How to balance these
factors of interdependence and self-assertion is going to be the central
problem of the rest of this century and far beyond.

There has been a broad coalition that continues to favor American

commitments to critical regions, but that will increasingly demand (I
think rightly) that others play their role. There is not going to be any
situation where there is one open country, the United States, while
others close their markets in one form or another. That pressure is
going to continue and I anticipate some retaliatory actions, actions that
say quid pro quo, "You do this, we'll do that." That puts the ball in
others' courts. You can either help American protectionism or you can
restrain it. Not just you, Thailand, but you Asia, and you Europe, and
you wherever you are.

AMERICAN participant: KhuR Surin in his talk mentioned growing
isolationism and a "fortress America." If there is a fortress America,
Thailand has done very well by it. People in this room speak as though
the textile bill became law. It was recently killed. I seem to recall that in
August 1986 the House of Representatives voted to sustain the veto of
that bill. We took 32 percent of Thailand's textile and apparel exports in
1985. Japan took less than 2 percent. The European Economic Commu
nity took 23 percent. If persons believe that is fortress America, I don't
see how we can find common ground.

AMERICAN participant: I would like to thank Surin for being
provocative in his statement and provoking a lively discussion. I was a
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little troubled by the tone of his remarks because I think taken as a whole
they paint a picture of the United States as being mean-spirited somehow
with ill will toward the world. Certainly those elements exist, but I think
the United States is a complex society. Protectionism, isolationism, inter
nationalism have gone back and forth throughout our history. Today we
are in a period when the trend toward protectionism is stronger than it
has been, but there are other currents. If we are protectionist we are
awfully bad at it given the size of our trade deficit. Almost every country
in Asia has had 25 percent to 30 percent growth per year in exports to the
United States over the past several years. What is being asked for is not
shutting down the American market or keeping foreign goods away, but
is reciprocity or a level playing field. Americans and American industry
can compete with anybody in the world if they are given a fair chance.

THAI participant: Let me give some numbers that might be of some use
in the discussion of "reciprocity" and "level playing fields." U.S. rice
farmers will get about one billion dollars in subsidies during this year.
Seventy percent of rice farmers' income will come from Uncle Sam. The
total value of Thai rice exports is 900 million dollars. The total value of
American rice exports is 700 million dollars. This year the Thai govern
ment, after a great deal of soul-searching, has decided it mightdraw out
maybe all of 20 million dollars to help Thai farmers. When our American
friends talk about level playing fields please leave rice out of it. There is
nothing level on that side. It is one-sided and it is directed against us.

AMERICAN participant: America's most intimate relations probably are
with Canada. The web of relations has managed to circumscribe trade
problems, and there are many. There will be increasingly a web of rela
tions across the board between Thailand and the United States which will

increase and which will hold firm, even when economic problems and
commercial disputes arise.

AMERICAN participant: Economic issues are very much at the center of
what is going on between Thailand and the United States today they have
completely supplanted security issues in the minds of most academics
and leaders in Thailand. Several Americans today have come forward
with statistics showing a Thai trade surplus with the United States and
ask what Thailand is complaining about: "What's the beef?" But they are
missing something very important. When trade issues are most impor
tant you are talking in very unemotional, unsentimental terms. That's not
the way most Thai people like to think about their relationship with the
United States. In the past it has been basically a security relationship, one
based on somewhat familial, unequal relationships between phiand nong,
or between elder brother and younger brother — a very familial, friendly
kind of relationship. Now that economic relations have come to the fore,
we are talking a very different kind of language. I think it is important to
recognize that there are different mindsets that are coming to bear in this
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conversation. The way that Thailand and the United States think about
each other has changed fundamentally in the last few years and we should
recognize that.

THAI participant: We have taken it for granted that Thailand and the
United States are long-time friends and have a relationship dating back
more than 150 years. Thus when there were trade problems and new
trade barriers without being warned in advance the Thai people,
especially the government, felt betrayed: "Why don't you think of us as
long-term friends and allies?" You cannot invoke old friendships. From
the U.S. perspective the relationship has to be short-term and on the basis
of dollars and cents. That is a realistic approach and Thailand has to accept
that. There is no point in repeating the point about 150years of relations,
but to the Thais the relationship with the United States has a certain
quality, has sentimentality. This is indeed a cultural gap between the two
countries we have to bridge somehow.
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8. Thailand's Security Needs and
Prospects

THAVORN RATANAVADI

Before proceeding to Thailand's security needs, I would like to
present a broad scenario of factors related to the global situation that
have an effect on world security. At present world peace relies funda
mentally on the behavior of the two superpowers, the United States
and the Soviet Union. The United States is the leader of the NATO
(North Atlantic TreatyOrganization) nations whereas the Soviet Union
is the leader of the Warsaw Pact. Conflicts between the two super
powers would shake world stability and would affect Thailand's
security as well.

Now let us consider much less serious conflicts such as the Arab-
Israeli dispute, which affects world economic stability through
impacts on oil prices. In Thailand the price of oil has risen 700 percent
in recent years. This increase in oil costs in turn has caused increases in
the pricesofother products. In addition we are finding it more difficult
to obtain oil, and this situation creates a readiness or security risk for
Thailand.

Some other conflicts in the world today are not potentially as threat
ening to Thailand. One example is the conflict between India and
Pakistan, with the Soviet Union backing India and China backing
Pakistan. This conflict does not have the same disruptive potential for
the world economy and the Arab-Israeli problem, nor does Thailand
have much trade with either country.

Drawing closer to Thailand, developments in neighboring coun
tries such as Burma, Laos, Kampuchea and Malaysia also present
threats to Thai security. One example is the pro-Beijing branch of the
Communist party of Thailand (CPT) with its bases along the Burmese
border, and the pro-Soviet branch of the CPT with its bases in Laos.

Elsewhere in the region the six ASEAN (Association of Southeast
Asian Nations) countries (Malaysia, Singapore, Indonesia, Philip
pines, Brunei and Thailand) are linked to Thailand in many ways, but
are not a major source of security support for Thailand. The ties among
the countries are limited to economic, political and social ones without
any formal military ties. Informal military links have been developed
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in several ways including exchanges of visits by top military leaders,
combined training exercises, standardized weapon systems, similar
logistic support, exchange to technology, co-production of some
weapon systems, combined operating and exchange ofintelligence. At
present, however, Thailand officially has only ASEAN's moral sup
port. The situation is complicatedby the fact that, with the exception of
Brunei, each of Thailand's ASEAN partners is confronted with eco
nomic problems which affect the security of the region.

Iwould liketo take note ofthe security issues posed by Kampuchea,
which has 790 kilometers of common borders with Thailand. Coalition
Government of Democratic Kampuchea (CGDK)forces consist of three
separate groups with a total of 70,000 armed personnel. However,
Vietnam maintains ten to eleven divisions in Vietnam with a total of
160,000 to 170,000 personnel. Thus the present ratio of Vietnamese
forces to CGDK forces is approximately two to one. This is a consider
ablechangefroman earlierratioofapproximately thirty to one in favor
of the Vietnamese. In addition the CGDK forces are now better
trained, equipped and supplied, and they have higher morale than in
past years.

Whether they can continue to grow depends on which side can
maintain the offensive. If the Vietnamese gain the offensive, then the
CGDK forces willdeteriorate. If the CGDK forces can gain the offen
sive, then their situation will continue to improve. If neither side can
sustain an offensive, then the situation will remain the same. The
CGDK forces have some advantages in seeking to gain the initiative
because ofguerrilla tactics which require personnel at the ratio ofonly
one to five. In order to destroy guerillas the attacking force needs a
ratio often to one. Otheradvantages ofthe CGDK forces are that they
need less preparation, are lightly equipped, can select the time and
place ofoperations, canmove in and out ofareasrapidly, and through
the cooperation ofvillagers areabletostayinside enemy territory. The
Vietnamese, on the other hand, have several disadvantages. They
recieve no cooperation from the local people, have long supply lines
which often are mined, and they haveto copewith isolatedpositions,
poor medical supplies and low morale.

The Soviet Union has spent an average of approximately three to
four million dollars per day supporting Vietnam, but the duration of
this support is in question because the Sovieteconomyis deteriorat
ing. The causes of this deterioration apparently include overseas
expenditureswhichare far toohigh, costlyresearchand development
in outer space, long supply lines to overseas bases, and drug prob
lems. It is possible that the Soviets willpull troopsout ofAfghanistan
and pull back troops stationed along the common border with China to
help avert a possible economic crisis.
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Thailand also has security problems with Laos. In theory Thailand
and Laos should be on good terms because they share the same
culture, language and race. However, Vietnamese backing of Laos has
created continuous conflicts and led to trouble along the Thai-Laotian
border. The pro-Soviet, pro-Vietnamese CPT is undermining Thai
security. However, Thailand has influence over Laos because Thailand
controls the supply of many commodities which pass through
Thailand on their way to Laos. These controls can be used to limit the
security threat from Laos.

To meet the various security threats Thailand's security needs
require economic, political and social support. One aspect of meeting
security threats is the provision of weapon systems. The adoption of a
single weapon system may take three to five years. This includes
determination of the requirements, funding, cash, training, provision
of related equipment and support system, logistical buildup, modifica
tions of the system and the deployment of weapons. In procuring
weapon systems we must have strong political, social and economic
support including government budget approval.

The defense budget is costly, but it must be realized that total
security cannot be provided solely by military spending. To achieve
total security it is necessary to go beyond military expenditures to gain
access to sensitive border areas, promote the understanding of the
local populace and give freely without taking. Examples of the latter
include building roads to isolated villages, giving medical assistance,
and providing educational and other facilities. It is also necessary to
help foster patriotism.

These measures have achieved one stage of success in the suppres
sion of the CPT. To sustain this success it is necessary to continue to
develop road networks, schools, medical care, better transportation of
agricultural goods to market, and extension of the public media. These
approaches contributed to the surrender of members of the CPT who
came out of remote areas to seek a better life in accordance with

government orders 66/23 and 65/25.
In these circumstances it is possible now to reduce the defense

budget. This could be accomplished by transferring some respon
sibilities, deactivating some unnecessary units, trimming oversized
organization and reorganizing force structures. At the same time that
the defense budget is being reduced, it is necessary to modernize the
army and to improve its efficiency. Thailand must provide more educa
tion and technical know-how, reduce excesive numbers of military
personnel, modify armaments, improve maintenance of existing
equipment, initiate advanced technology and weapon systems,
develop better military leadership, update tactics and doctrine, reduce
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expenditures on low priority items, avoid duplication, and slow down
the growth of new units.

Finally, to fulfillThailands' security needs, every available resource
within the country must be devoted to supporting the national inter
est; support from friendly countries must be sought as well.

In summary, Thailand's security needs are based upon strong polit
ical, economic and social support, both domestically and interna
tionally. With this support Thailand will be able to fulfill its security
needs. I leave you with one last thought: "In peace we have the time
but not the money. In war we have the money but not the time."



9. Threats and Prospects: An
Evaluation of Thailand's Security
Needs in the 1980s

KARL D. JACKSON

In Southeast Asia in the 1950s the threat was from the north, the fear
being that a militant, revolutionary communist China would over
whelm the entire peninsula unless means were found for marshaling
the combined strength of the various countries. In those days, SEATO,
the Southeast Asia Treaty Organization, was the strategy devised to
meet the threat. This anticommunist military alliance led Thailand
rather directly to involvement with the United States in the Vietnam
War, a commitment whose origin can be found in fear of the Chinese
variant of what was then perceived to be a monolithic and expansive
communist movement. Developments in the late 1960sand early 1970s
knocked the conceptual blocks from beneath both the American com
mitment to South Vietnam and the regional military alliance repre
sented by SEATO. China, in the frenzy of the cultural revolution,
virtually overnight in the late 1960s transformed itself from a primary
threat to a nonplayer in Southeast Asia while the United States under
Nixon abandoned the Dulles game by wooing both Moscow and "Red
China" simultaneously. This, in turn, altered Thailand's world view,
which had emphasized, perhaps to a disproportionate degree, its
relationship with the United States. From the Thai vantage point, the
era of superpower detente coincided with increased instability.
Thailand watched America, its superpower ally, lose heart with its
unshakable commitment to South Vietnam; to make matters worse,
the United States at times seemed intent on withdrawing pell-mell
from other regional commitments in Asia. As the final element in its
politico-military environment, Thailand in the mid-1970s witnessed
the rise of a Soviet-armed Vietnam that after 1975 seemed capable of
sweeping all before it, and, by the end of the 1970s the threat was no
longer from China in the north, but from the east, from Vietnam across
the Mekong.

A changed threat required a new strategy. In the late 1970s Thailand
withdrew at least partially from the American embrace, sought
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detente with Vietnam from 1975-78, and entered a relationship of
unprecedented closeness with China, the formerly dreaded foe.
Threat perception and strategies had both been altered. Vietnam's
occupation of Cambodia in late 1978and the consequent reinvigoration
of ASEAN led to the termination of Thailand's attempt at peaceful
coexistence with Vietnam and the initiation of yet another set of pol
icies, including reliance on its ASEAN partners, further dependence
upon China as a regional counterweight, resuscitation of the American
alliance, and a moderate increase in Thai conventional armament.
Throughout the three-decade period. Thai threat perceptions repeat
edly altered, bringing forth radically transformed strategies as SEATO
gave way to a brief period of distancing from the United States in the
mid-1970s, followed by Vietnam's invasion of Cambodia, a strength
ened ASEAN, the China entente, and a partial return to the American
alliance in the late 1970s.

In addition to confronting the changing pattern of international
alignments in the post-Vietnam War era, Thailand in 1975 faced a
surging communist insurrection in the north, northeast, south, and
far south. However, in one of the decade's more remarkable turn
abouts, the Bangkok military elite forged an indigenous counterin-
surgency strategy and used it to destroy the communist insurgency,
both politically and militarily. From a peak strength of 13,000 in 1978,
the armed wing of the Communist Party of Thailand (CPT) faded to
fewer than 500 in 1987.

The balance of international and internal security dilemmas facing
Thailand has also been transformed over the last decade. Changed
circumstances prompt several questions. Is the most important threat
facing Thailand today internal or external? Is the threat primarily from
the CPT or from the kingdom of Thailand's age-old adversary on the
Southeast Asian peninsula, Vietnam? Timing poses a second set of
questions. With regard to both external and internal threats, are we
talking about the short or long term, that is, over the next five years or
over the next several decades? Finally, we must consider relevapat
policy prescriptions. Sorting out the nature of the threat and its timing
results in at least four alternative scenarios (see Table 1).

Table 1

THREAT SOURCES FACING THAILAND
(altemative scenarios)

Threat Source

Extemal Internal

Short term Vietnamese invasion Urban terrorism and the
Pak Mai

Long term Absorption into regional Growth of a new CPT
power system
dominated by Vietnam
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The Short-Term External Threat

The short-term external threat that worried Thailand and its friends

most, especially in the period 1975-78, was the prospect (no matter
how unlikely) of external invasion by Vietnam. Although this worst-
case scenario has not transpired, it must still be considered in any
comprehensive discussion of Thai security. At present, invasion sce
narios take several forms: a limited incursion in force seizing a provin
cial capital or an all-out military drive against Bangkok. A limited
incursion, aimed at showing the Thai army to be incapable or incompe
tent, could, in the Vietnamese view, lead to changes in government
and policies in Bangkok. In this scenario, Vietnam might attempt to
surround and destroy major elements of the Royal Thai Army or
occupy a town, thereby manifesting to one and showing all the superi
ority of Vietnamese military power.

The relative size and quality of the Vietnamese and Thai military
establishments indicate that Vietnam, if it chose to, could severely
threaten the independence of Thailand. Today, the active duty armed
forces of Vietnam number in excess of 1 million men. Its army contains
56 infantry divisions, one armored division and 10 independent
armored regiments, and 10 marine brigades together with extensive
artillery and engineering support. Offensive capability is centered in
some 1,600 battle tanks of Soviet origin and in 450 light tanks and
approximately 2,700 infantry fighting vehicles/armored personnel car
riers variously of Soviet, Chinese, and leftover American manufacture.
It is a fully seasoned army, with veterans of decades of conflict being
replenished with three-year-term conscripts. The 1.2 million soldiers
on active duty in the army are backed by a 500,000-man semimobilized,
quick reinforcement capability and a 2.5-million-man militia and addi
tional paramilitary forces. The active-duty forces constitute the third
largest army in the world after China and the Soviet Union. Given a
population of only 60 million, Vietnam has more active duty soldiers
per capita than any other nation on earth. Thailand's armed forces, by
contrast, number some 235,000 men, of which 160,000 serve in the
army, consisting of one armored, two cavalry, two special forces, and
seven infantry divisions. Armored forces consist of fewer than 300
light and medium tanks along with approximately the same number of
armored personnel carriers.

The Vietnamese navy and air force are smaller and much less capa
ble than the army but still significant in the Southeast Asian context.
The 12,000-man navy possesses eight frigates and assorted patrol craft,
some with ship-to-ship missile capabilities. It remains a coastal
defense force with strictly local capabilities.
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The Vietnamese air force possesses modest air intercept and
ground support capabilities but lacks major offensive potential. Num
bering some 15,000 men, its armament includes some 270 combat
aircraft, consisting principally of MiG-21s and SU-20s and 22s. Air
defense capabilities are bolstered by a 60,000-man air defense force
with a full range of capable but somewhat dated guns and surface-to-
air missiles of Soviet origin.

The Thai navy of 40,000 men (half of whom are marines) is centered
in eight frigates and assorted patrol craft, including some with sophis
ticated surface-to-surface missiles. The Thai air force of 43,000 contains
approximately 183 combat aircraft. Three squadrons of F-5s are cur
rently the mainstay of the fighter fleet, and twelve F16A/Baircraft are
scheduled for delivery in 1988.

The military capabilities of Vietnam are grossly disproportionate to
the region. The extremely high priority Vietnam gives to military
expenditures remains unique in the region. In contrast, both ASEAN
and China place much greater emphasis on economic development.
Vietnamese forces, thanks to their Soviet sponsors, are technologically
superior to those of China in many categories of hardware. Even
though Thailand and its ASEAN partners have some items of equip
ment that are technically superior to the latest Vietnamese equipment,
the sheer size of the Vietnamese force outweighs any Thai or ASEAN
qualitative advantages.

If Vietnam concentrated all of its military resources on Thailand—a
1.2-million-man army against a Thai military of 235,000—clearly the
kingdom would be severely threatened. Fprtunately, the actual Viet
namese threat is mitigated by the regional power equation. The vast
conventional imbalance is modified by the following:

1. Vietnam's hostile relationship with China ties down approx
imately 700,000 troops.

2. Vietnam's continuing sense of insecurity in Laos leads it to sta
tion 40,000 troops there.

3. Vietnam's fear of potentially restive southerners, more than a
decade after its military conquest of Saigon, provides an additional
source of insecurity.

4. Vietnam's involvement in Cambodia requires 140,000 troops
nearly a decade after its original occupation.

The potential direct military threat to Thailand should neither be
overestimated nor unrealistically minimized. Vietnamese forces have
repeatedly threatened Thai citizens and territory since 1979. Armed
incursions have been all too common, and Vietnam's several-year-long
occupation of Chong Bok in the tri-border area indicates that some
intrusions on Thai territorial sovereignty have been of substantial
duration. Vietnam, in spite of its other commitments, has six divisions
and air support in place at all times along the Thai-Cambodian border.
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and these could conceivably be used for a frontal attack on Thailand.
These divisions and air support represent the short-term external
threat that could immediately be brought to bear on Thailand.

I believe Thailand remains relatively secure against Vietnam in the
short term as long as three conditions are met. First, Vietnam must
remain tied down by other commitments in Laos, Cambodia, and
especially along its border with China. Second, Vietnam must con
tinue to be deterred by Thailand's external friends: ASEAN, China,
and the United States. Third, Thailand must continue to improve the
quality of its own armed forces through training, attention to morale,
and improvements in equipment. Obviously, there is room for
improvement, as there is in any army. In the Thai case, antiarmor,
antiair tactical communications and increased war reserve stocks

would all improve Thailand's ability to deter an actual frontal assault
by making it a very much more costly undertaking. Although I believe
the chance of a full-scale attack remains relatively remote, there is still
great need for improvement because full-scale attack remains the most
serious possible threat to the security of the kingdom. Furthermore,
Thai strength increases the probability that its forces will never be
required to fight a full-scale war with Vietnam.

The Long-Term External Threat

If we shift our focus from the short- to the long-term external threat,
I am increasingly optimistic about the security situation. The greatest
external long-run threat to Thailand is that it might become absorbed
in a regional balance that unalterably favors Vietnam and its Soviet ally.
In the late 1970s such a long-term outcome seemed a distinct pos
sibility. In the anxious days following the fall of Saigon in 1975, the
international prestige of Vietnam reached unprecedented heights
while the United States remained in shock, internationally paralyzed
by a domestic malaise known as the Vietnam syndrome. Promises to
allies, even when they were forthcoming, would probably have been of
little value in the event of further communist expansionism. In addi
tion, Thailand's experiment with unfettered democratic rule during
1973-76 also led some to believe that the kingdom had lost its resilience
and was ripe for plucking. In early 1979, when Vietnamese forces
swept seemingly effortlessly across Cambodia, it appeared to some
that a truly independent Thailand might be resigned to a secondary
role as the Vietnamese politico-military juggernaut enveloped main
land Southeast Asia. This foreboding was further reinforced by the
November 6, 1978, treaty of friendship between Vietnam and the
Soviet Union and the continued tepid support for Thailand from
Washington. The Carter administration at times seemed more inter-
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ested in establishing diplomatic relations with Vietnam and in con
demning relatively minor human rights violations in Thailand than in
reinforcing Thailand militarily and concentrating on the gross human
rights record of the new communist regimes in Vietnam and Cambodfe.

Although Thai foreign policy in 1975-78 sought accommodation
with Vietnam and Cambodia and offered economic assistance to Laos,
the Vietnamese invasion of late December 1978, the subsequent Sino-
Vietnamese war of early 1979, and the evident conversion of Cam Ranh
Bay into a Soviet military installation in 1979led to a complete reorien
tation of Thai security policy. Rather than trying to accommodate
Vietnam and Laos, Thai policy after 1978was premised upon denying
Vietnam control of the Cambodia it had occupied. In addition. Thai
governments after that date became much more wary of Soviet pres
ence and activities in both Vietnam and Laos.

The Soviet Union improved Cam Ranh Baywell beyond the facilities
built during the period of American use. After 1979, additional piers
were constructed, dredging increased the anchorage space from thifty
to forty ships, and nuclear submarine support facilities were added. A
major signal intelligence collection site was also built. By1986a perma
nent staff of some 2,000 Russians ran the base, with Vietnamese units
apparently relegated to perimeter security.^

On an average day. Cam Ranh Bay plays host to twenty-five to thirty
vessels. The base's main permanent force is the Soviet South Sea
Squadron, which consists of three surface combatants, four to five
submarines, two missile boats, landing craft, and miscellaneous sup
port ships. The three or four attack and cruise missile submarines are
well positioned for interdiction of the sea lines of communication in
the Southeast Asian region. Since late 1984, a Soviet air unit composed
of 16 naval TU-16 Badgers, 8 Bear D/Es, and a squadron of MiG^23
Flogger aircraft have been deployed at Cam Ranh's airfield. The Bears
and Badgers conduct reconnaissance, intelligence collection, and anti
submarine warfare missions from the Philippines to the Strait of Mal
acca. The Badgers' strike range from Vietnamese airfields covers not
only all the regional states but well into the western and southwestern
Pacific. These submarines and bombers remain nuclear capable.

^For the most complete survey ofdevelopments atCam Ranh Bay, see DionW.Johnson, Bear
Tracks inIndochina: AnAnalysis ofSoviet Presence inIndochina (Maxwell AirForceBase,Ala.:Air
University Press, 1987). See also S. Bilveer, "SovietMilitary Presence in Indochina," Asian
Defense Journal, August 1985, p. 30;and Lee Hinge and A. Hinge, "NavalDevelopments in
Southeast Asia," Naval Forces,no. 1 (1986), p. 36.
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The invasion and occupation of Cambodia by Vietnam in late 1978
presented Thailand with both a proximate threat and a strategic oppor
tunity to avoid Vietnamese domination of mainland Southeast Asia. If
140,000 Vietnamese troops with Soviet assistance had readily subju
gated Cambodia, the vision of a communist internationalism tri
umphantly on the march in Southeast Asia might not have been stilled
short of either coercing Bangkok into an entente or stimulating the
Thai communistmovementsufficiently to replace the Thai monarchy
withwhatHanoiperceived tobea moreappropriate form ofgovernment.

A few voices in Thailand in the mid- to late 1970s counseled further
accommodation to what they perceived as an irresistible Vietnamese
tide. According to some, Vietnam's complete triumph in Cambodia
was at best a matter of months away, and, therefore, Thailand should
accept the irreversible nature of Vietnam's triumph and strike the best
accommodationist deal that it could get. Another small minority urged
that Thailand should massively rearm to prepare militarily for a Viet
namese invasion that was thought inevitable; this logic suggested that
the Thai army should be expanded in size and capability until it
became the equal of the purportedly predatory Vietnamese military
machine.

Fortunately for the long-term strategic position ofThailand, neither
the accommodationist nor the confrontionist formulation became the
dominant policy. Instead, a modified confrontational strategy
emerged that emphasized unconventional warfare inside Cambodia
and economic expansion within Thailand as twin keys to the survival
of the kingdom. Viewed from the vantage point ofa decade, the policy
has served Thailand well, and its continuation supplies reasonable
grounds for increasing optimism about the long-range external
security threat. Far from being able to utilize the agricultural riches of
Cambodia as a basis for further expansion into Thailand, Vietnam has
found itself soldiering in a quagmire, stuck with a war it can neither
win nor afford to lose but which precludes virtually any prospects for
meaningful economic growth.

In contrast, Thailand over the past twenty-five years has manifested
an enviable economic growth record, increasing its GNP per capita by
substantial amounts year after year, increasing its international eco
nomic stature, controlling its birth rate, and educating its people.
These have been accomplished by a government that few have lauded
for its efficiency and many have condemned for corruption. But by
eschewing the massive military expenditures that would have been
required for Thailand to attain parity with Vietnam and, instead.
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pursuing pragmatic economic growth, the economic gap between
Thailand and Vietnam has constantly widened.^

Thailand's economy, especially in the late 1970s, developed rapidly
at the same time that the poverty-stricken, socialist warfare state m
Vietnam lurched from one economic crisis to another, searching vainly
for an economic renaissance capable of underpinning its military
might. In the late 1950s Nikita Khrushchev threatened to bury the
United States productionwise in the coming decades. In reality the
reverse happened, and today the Soviet Union's second-rate economy
prevents it from fully exploiting its military power. If Thailand con
tinues to outstrip Vietnam economically, Vietnam will find itself in a
similar position as this century draws to a close. A robust, expandirtg
Thai economy (unhobbled by the requirements of a warfare state) wfll
have the wherewithal necessary to finance a qualitatively sophisti
cated defense while simultaneously having the resources necessary to
distribute the benefits of economic growth more evenly. In contrast, if
present trends continue, Vietnam, like the Soviet Union today, wM
face the sunset years of the twentieth century in a position where its
overall national security has been sapped because it has been unwilling
or unable to control the resource demands of its own military. Con
tinued economic growth, increasing social justice, and political sta
bility are therefore vital to Thailand's long-term national security vis-i-
vis its traditional enemy, Vietnam.

Short-Term Internal Security

When I last lived in Thailand in 1977-78, both the internal and
external security threats loomed very large in the short term. Over the
intervening decade Thailand has been remarkably successful in end
ing the internal military threat from the Communist Party of Thailand.
Whereas there were once 13,000CPT guerrillas, the figure in 1987was
fewer than 500.Thailand developed and implemented its own strategy
for dealing with the CPT. Thailand created an integrated political,
economic, and military solution to the problem, which led to the
disintegration of the CPT as a force in the Thai countryside. This is a
remarkable success story, and Thailand in general as well as the Thai
army in particular should take justifiable pride in this accomplishment.

The contrast is palpable between the CPT today and in the late
1970s. Some analysts in the mid-1970s envisioned Thailand's being
overwhelmed. According to some, Bangkok would be overrun by a

ASEANmilitary expenditures, see David B.H. Denoon, "MilitarySpending in ASEAN:
An Overview," in Chin KinWah, ed.. Defense Spending in Southeast Asia(Singapore: Institute
of Southeast Asian Studies, 1987); and Guy Pauker, "Security and Economics: Issues of
Priority for ASEAN," in Karl D. Jackson and M. Hadi Soesastro, eds., ASEANSecurity and
Economic Development (Berkeley: Institute of East Asian Studies, University of California,
1984).
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mass of radicalized students, leading an impoverished, Maoist, peas
ant army, backboned by Vietnam but somehow essentially indepen
dent. This vision of a "Thai Khmer Rouge" always seemed overblown
to me and exists today only in memory. It is the nightmare that
steadfastly refused to come true because of the political, economic,
and military resilience manifested by Thailand.

The successful campaign against the CPT provides a textbook exam
ple of how a clever government can seize the ideological initiative and
successfully neutralize the ideological appeal of leftist insurgents. The
ideological offensive against the CPT is encapsulated in the prime
minister's office Order No. 65/2525 (April 1980) and Order No. 66/2523
(April 1982). The heart of the government's "Policy of Struggle to Win
Over Communism" was to emphasize compelling traditional sym
bols—"Nation, Religion, and Monarchy"—while simultaneously sup
porting "the democratic system of government with the king at its
head," "the people's welfare," bureaucratic efficiency, and "the sacri
fices of personal for common interest." Further, the documents lay out
a strategy that is primarily political, aimed at defeating "the commu
nists by waging a continuing political offensive." "Social injustice must
be eliminated at every level, from local to national levels. Corruption
and malfeasance in the bureaucracy must be decisively prevented and
suppressed." "A rule of conduct must be laid down to promote a
harmony of interests among people of different classes and a sacrifice
of class interests for the common good." "Communist terrorists,
repentant defectors or prisoners must be dealt with as fellow country
men . . . and assistance must be provided to enable them to make a
proper start to their new life in society." Subsequent elaboration indi
cates that the military must use political measures and the army must
push toward development and full democracy, a policy that is "more
democratic and more just than the opposition."^ No realist would
assume that the CPT collapsed because of Prime Minister Prem's
emphasis on these goals, but the function of government propaganda
in a political campaign is to show that it too has an appealing program,
that it too has a claim on the future.

In addition to an attractive, socially inclusive ideological appeal,
Thailand's success against the CPT depended upon four other factors:
the ethnic isolation of the CPT, constant military pressure, a well-
funded and coordinated amnesty program that gave rebels an alter
native other than continued resistance, and the termination of external
support for the rebellion. The CPT, in its entire existence, had never

^On the successful campaign against the CPT,see Kusuma Snitwongse, "Thai Government
Responses to Armed Communist and Separatist Movements," in Chandran Jeshurum, ed..
Governments and Rebellions in Southeast Asia(Singapore: Institute of Southeast Asian Studies,
1985); Seksan Prasertkul, "Comments," in ibid.; and Karl D. Jackson, "Post-Colonial
Rebellion and Counter-Insurgency in Southeast Asia," in ibid.
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ceased "speaking Thai with a Chinese accent." The single most crip
pling factabout the movement is that it existed among minority groups
at the fringe of the kingdom and never developed a mass following
among ethnic Thais. The government's appeal to religion and the
monarchy emphasized the non-Thai nature of the rebel movement as
did the movement's dependence, until the mid-1970s, on funding from
the People's Republicof China. Astute Thai diplomacy, including visits
to Beijing by a Thai prime minister and former prime minister, con
vinced China that state-to-state relations were more important than
party-to-party relations. In addition, Vietnam's decisive tilt toward the
Soviet Union and away from China in the late 1970s led Vietnam to
abandon its Thai communist brethren because they were pro-Chinese.
Vietnam's abandonment of the CPT played directly into the hands of
the Thai government.

Victory over the CPT involved more than fortunate international
developments and good luck. Counterinsurgency campaigns usually
fall flat because they lack the optimal combination of political, eco
nomic, and military measures that are coordinated within the central
bureaucracy and implemented at the local level. In the early 1980s
Thailand came closer to the optimal combination of factors than it ever
had before, and the results speak for themselves.

Following the decline of the rural CPT, commentators continued to
be concerned about the possibility of an urban, communist terrorist
movement or, alternatively, a new guerrilla movement under the spon
sorship of Vietnam. The feared specter of urban terrorism failed to
materialize and remains a relatively low probability because urban
Thailand is the locus of the jobs and wealth of modern Thailand.

The Pak Mai (New Party) exists as a Vietnamese-oriented offshoot of
the CPT. Its strength is approximately 300members, and it is heavily
dependent on supplies from Vietnam and sanctuaries in Laos. While
externally supported efforts to destablize a country should never be
taken lightly, there is every reason to have confidence in Thailand's
ability to prevent the Pak Mai from becoming more than a minor
irritant. While the Pak Mai remains capable of occasional forays,
mainly into the northeast, it does not represent a serious challenge to
the royal Thai government. Favorable economic circumstances, a well
conceptualized and coordinated counterinsurgency program, and the
Pak Mai's lack of charismatic leadership together constitute sufficient
obstacles to expansion. In addition, the Pak Mai is too closely associ
ated with Vietnam, which for centuries has been Thailand's chief rival
for influence in mainland Southeast Asia.

Long-Term Internal Security Threat

Past success is no guarantee to the future. What about the long-term
internal security threat? Can the CPT make a significant comeback? If



Karl D. Jackson 117

several conditions are met, I think that a significant comeback is
unlikely. Three conditions seem necessary for continued good health
in internal security matters.

First, Thailand must maintain its political resilience. The Thai polit
ical elite since 1932has balanced the requirements for stability with the
need for change. Although its prime ministers continue to be drawn
from the army, the Thai political system in the 1980sis more democrac-
tic and far more dependent on consensus building beyond the confines
of the military establishment than it was in the 1960s. Political evolu
tion has displaced revolution because the Thai political elite, under the
guidance of its present monarch, has maintained a dynamic equi
librium. Obviously, if the political system lost its capacity to adjust old
institutions to the changing domestic political requirement, the result
ing political chaos might bode well for a communist movement.

The second condition required for enduring health in the field of
national security is continued economic growth. Ways must be found
to keep the economy expanding under international trade conditions
that are not as favorable as those of the 1970s. There is an obvious grain
glut in the world, and the terms of trade have been running against
commodities. The political problem presented by farmers—be they in
the European Economic Community (EEC), Australia, the United
States, or Thailand—is a substantial one that no democratic leader can
long ignore. The world has been too successful in increasing grain
production, and too many societies are exacerbating the problem by
subsidizing grain production.

Protectionism also presents a threat to Thailand's economic well-
being. How can Thailand continue to expand unless more markets are
opened to its products? The U.S. market already absorbs 60 percent of
Asia's exports, and this proportion is unlikely to grow rapidly in light
of the magnitude of the U.S. balance of payments deficit. The most
serious long-term economic problem for Thailand—and for the other
ASEAN countries—is how to gain more access to the lucrative Jap
anese and European markets, especially for high value-added products.

The third condition necessary to continued health in the field of
internal security concerns the distribution of the fruits of economic
growth. The political attractiveness of the Communist Party will be
undercut if the ruling elite keeps corruption within accepted cultural
norms, if the middle class continues to receive its perceived fair share
of prosperity, if employment opportunities continue to expand, and if
disparities in regional incomes continue to decline as they did in the
late 1970s and early 1980s. Political resilience, economic dynamism,
and a just distribution of the fruits of economic growth are the best
guarantee against a full-fledged resurgence of the threat from commu
nist guerrillas.
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The U.S.-Thai Bilateral Security
Relationship

The U.S.-Thai security relation has emerged from the strains of the
1970sas a mature partnership reflecting greater confidence on the part
of both parties in themselves and in each other. The broad agreement
that exists on the key issues of Asian and Pacificpolitics is indicative of
the strength of U.S.-Thai security relationships. In addition, the 1980s
have witnessed enhanced cooperation across the whole spectrum Of
U.S.-Thai defense relations.

During the 1980s the United States has been able to respond on a
rapid basis to Thai requests for emergency military assistance to coun
ter Vietnamese military incursions; likewise. Thai soldiers and border
police have behaved with a constancy that has confounded the skeptics
of the 1970s. U.S. security assistance levels increased drastically in the
aftermath of the Vietnamese invasion of Cambodia and were sustained

through the first half of the decade at levels higher than those granted
to any other ASEAN member. Similarly, Thailand's willingness to
devote resources to its own defense increased steadily after 1975; in
constant 1982 dollars Thai military expenditures increased by 143 per
cent between 1975 and 1983.^

The U.S. security assistance program with Thailand presently
includes several force-modernization initiatives. During 1986the Royal
Thai Air Force initiated procurement of one squadron of F-16 aircraft.
Additionally, Thailand is acquiring a comprehensive air defense sys
tem. These two major defense systems will, when in place, provide a
highly credible deterrent and defense of Thai airspace. Less well pub
licized but equally vital programs are under way in the army and navy.
Thailand's acquisitions have included M-48 tanks, armored personnel
carriers, 105mm and 155mm howitzers, TOW (tube-launched,
optically tracked, wire-guided) and Dragon antitank missiles, and
UH-1 utility helicopters.

Perhaps the greatest area of progress in the U.S.-Thai security
relation has been in logistics. In October 1985 Secretary Weinberger
and Prime Minister Prem co-signed a Logistics Memorandum of
Understanding, which is improving the logistics cooperation of both
countries in peacetime as well as in any future crisis. There is also a
very successful annual logistics exercise, which tests the two coun
tries' ability to work together to resupply the Royal Thai Armed Forces
in a wartime scenario.

^See Denoon, "Military Spending in ASEAN." As a percentage of GNP the ASEAN coun
tries rank behind every region except Latin America. In military expenditures per capita,
Thailand in 1983 still ranked a distant third behind Singapore and Malaysia, expanding to a
relatively moderate $29 per capita per annum.
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In 1986 the U.S. and Thailand negotiated an agreement to set up a
War Reverse Stockpile in Thailand. It is a joint program in which both
parties will contribute equally to store munitions and other high-
consumption combat items in order to provide enhanced sus-
tainability for Thai forces in any nation-threatening conflict. The war
reserve program is first and foremost a deterrent to potential Viet
namese aggression against Thailand. Hanoi would have to calculate
the increased readiness and staying power of the Thai armed forces in
any scenario envisioning a Vietnamese attack on Thailand. The war
reserve program serves common U.S. and Thai objectives of maximiz
ing Thailand's military self-sufficiency while at the same time giving
important new substance to its long-standing security relationship
with the United States. The United States had previously supported
such stockpiling efforts only with the North Atlantic Treaty Organiza
tion (NATO) and Korea. As an initiative originally requested by
Bangkok, the war reserve program marks Thailand's growing stature
among U.S. allies as well as the proximity of the Vietnamese threat.
Further, the ease with which the agreement was negotiated between
the two partners provides convincing evidence of the health of the
overall U.S.-Thai relationship. The war reserve agreement was ini
tialed in January 1987, clearing the way for congressional ratification.

A major element of the security relationship with Thailand is the
joint military exercise program, which combines the U.S. navy's need
for amphibious exercise opportunities in the Seventh Fleet area with
Thailand's desire to develop its ability to operate ground and air forces
together in a defensivemode. CobraGold86,which took placein July
and August 1987, is the centerpiece of the joint exercise program. The
exercise was conducted on Thailand's eastern shore, closer to the Thai-
Camboida border than previous exercises. The exerciseprovided train
ing for Thai-U.S. participating commanders and their staffs in plan
ning, command and control, and execution of air, land, sea, and
amphibious operations. Thai and U.S. military personnel also con
ducted mine laying and sweeping, explosive ordinance disposal, and
special warfare operations. The exercise ended with an amphibious
assault by Thai and U.S. forces and featured the recommissioned
battleship New Jersey, A totalof9,300 U.S.and 3,500 Thaiforcestookpart.

All of these bilateral programs—security assistance, joint exercises,
logistics, and the War Reserve Stockpile—add to Thailand's ability to
provide effectively for its own defense. In so doing, these efforts increase
Thailand's deterrent as well as its defensive capability against Vietnam
without either undue dependence on outside help or too severe an
economic burden on its developing economy. At the same time, these
measuresprovidea basisfor cooperative jointaction, in extremis, should
outside help be required to ensure the kingdom's survival.
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Butbeyond these specifics, andoffarmore importance in thelongrun,
is that a basic trust, a fundamental confidence, between the two countries
hasbeen restored. Inordertoplace thecurrent U.S.-Thai security relation
in perspective, it is useful to recall the 1970s, when the quality of trust
underpinning the U.S.-Thai security relationship was nearly destroyed.
To recaU the period of the mid- and late 1970s is to remember serious
problems on both sidesof the U.S.-Thai partnership. The UnitedStates
was in the grip of isolationist impulses and self-doubt in the wake of flie
communist takeover in \Tetnam. TheAmerican military presencein Asia
and the Pacific was at a low ebb, and the Carter administration contem
plated evenfurther retrenchment in Korea and the Philipines. The U.S.
Thai relationship hadbeen dealt a setback bytheevents surrounding tihe
Mayaguez incident and the withdrawal of American military personnel
from Thailand.5Thailand, for its part, faced both internal and external
threats.

Merely reciting these factors demonstrates how far each coimtry has
come in its own right, how far its relationship has improved, and how
much the external environment has at least stabilized. The United States
hasreaffirmed itsposition asanactive partner andparticipant onissues of
the security of its Asian friends andallies. Thailand today faces a greatly
diminished internal threat. ASEAN has demonstrated coherence and
gained international political stature, most importantly withits position
ontheoccupation ofCambodia. China hasceased supporting antigovem-
ment insurgencies in the ASEAN states and has demonstrated in Cam
bodia andalong theVietnam border that it can play a role that comple
ments the interests ofThailandand, to a largeextent, those of the United
States. Cambodia has become a stable conflict situation. Soviet and Viet
namese expectations that the Cambodian resistance would be smothered
in the six months following the invasion of December 1978 have been
quashed as the Vietnamese army moves toward the tenthanniversary of
itsill-starred invasion. The anti-Vietnamese resistance hasnotcollapsed,
andafull-fledged Viemamese invasion ofThailand hasfailed totranspire.
Nonetheless, the Cambodian situation, particularly the contmued pres
ence of 140,000 Viemamese troops there, clearly remains the critical
problemfrom both the U.S. and Thai perspectives.

Cambodia—the Resistance

In 1986-87 Cambodiawitnessed no fundamental changes; the nine-
year-oldwar continued to be stalemated, and there wasno significant
change in the balance of forces. The Khmer Rouge remain the largest

spor details ontheearlier period, seeKarl D. Jackson, "Thai-U.S. Security Relations," inKarl
D.Jackson and Wiwat Mungkandi, eds.. United States-Thailand Relations (Berkeley: Institute
of East Asian Studies, University of California, 1986).
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and militarily most effective of the three components of the Coalition
Government for a Democratic Kampuchea (CGDK). Estimates of their
strength run around 35,000 men, and they are amply armed.^ Many
operate for extended periods deep inside the country, including the
eastern region of Cambodia. There are various reports of disunity
within the Khmer Rouge, but factionalism has not led to any funda
mental improvement in their character.^

The Khmer People's National Liberation Front (KPNLF) is even
more factionalized. The KPNLF president and CGDK prime minister.
Son Sann, remains locked in a struggle with his own commanders.
Both ASEAN supporters and Norodom Sihanouk are increasingly
disturbed by ongoing factional conflict within the KPNLF, particularly
because it detracts from the achievement of military and political goals
inside Cambodia. Although President Son Sann continues to repre
sent the CGDK publicly throughout the world, the KPNLF as a mili
tary movement has failed to increase its military presence inside Cam
bodia.

Despite factional infighting, KPNLF strength is estimated to be as
high as 8,000 men, of which perhaps one-quarter are operating at any
given time inside Cambodia. Estimates of the strength of the third
coalition partner, the Sihanoukist National Army (ANS), range from
9,000 to 12,000.® Sihanouk's French-educated son, Prince Ranariddh,
has manged to transform the ANS into a fighting force with greater
political and military significance than the initially larger KPNLF.
Sihanouk himself continues to be a magnet for the anti-Vietnamese
resistance, as well as the center of numerous diplomatic initiatives and
proposals aimed at achieving peace through national reconciliation.

Conflicts between Khmer Rouge and noncommunist resistance
forces were sufficiently serious in 1986 for the clashes to provide a
pretext for Sihanouk's announcement that he would take a "sabbatical
leave" from his position as president of the CGDK. This partial with
drawal from formal leadership of the CGDK also allowed Sihanouk
more flexibility in dealing with China and Vietnam as well as with the
Khmer Rouge and the Heng Samrin regime.

The resurgence of resistance activity inside Cambodia provided the
most newsworthy story of 1986. The resistance regained its balance
from the reverses suffered during the Vietnamese operations against
the border bases during the 1984-85 dry season. Indeed, the elimina
tion of the border bases forced the resistance into a more aggressive,
offensive pattern that is more effective because it takes the war into the

^Asia 1986Yearbook (Hong Kong: Far Eastern Economic Review, 1986), p. 27; and Asia1987
Yearbook (Hong Kong: Far Eastern Economic Review, 1987),p. 19.
^See, e.g.. Far Eastern Economic Review, March 6, 1986, pp. 28-31, and May 15, 1986, p. 28.
^Asia 1987Yearbook, p. 19; and Far Eastern Economic Review, July 10,1986, p. 11.
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Cambodian heartland rather than allowing Vietnam to concentrate its
defenses solely along the Thai-Cambodian border. The Vietnamese,
for their part, have continued and expanded a series of border barriers
and mining operations dubbed Operation K-5 in an inevitably futile
attempt to seal the border. While the Vietnamese have been more
cautious in crossing the Thaiborder, they have been placing mines up
to two kilometers inside Thailand.

During 1987, broader fighting escalated as Thai forces sought to
eject entrenched Vietnamese forces occupying several hills inside
Thailand at Chong Bok in the Thailand-Laos-Cambodia tri-border
area. This action generated some of the heaviest fighting since the
Vietnamese attack on the border campsin 1985. Vietnam had occupied
these hills in an effort to close resistance infiltration routes. Fighting
diminished at the beginning of the 1987 monsoon season, with Thai
forces having reoccupied the bulk of the disputed area.

Hanoi's efforts to build a Khmerregime and army seem only mar
ginally closer to realization than they were four or five years ago.
Vietnamese force levelsin Cambodia remainessentiallyunchanged at
140,000 although they have been partially pulled awayfrom the border
and replaced by People's Republic of Kampuchea (PRK) forces. The
rationale for this approach probably centers on building a facade of
"Khmerization" as part of Vietnam's diplomatic efforts to establish the
international legitimacy of the PRK government. In any event, there is
no evidence that this redeployment of forces is enjoying success, as
evidencedby PRK collaboration with the resistanceand the continuing
diplomatic setbacks at the United Nations.

The PRK armed forces have grown from a small band of dissident
Khmer Rouge in 1979 to a force of five infantry divisions and 35,000
men; however, military capabilitiesare far less impressive, with des
ertion rates running as high as 50 percent in some units. A new
universal draft requires fiveyears of military service, and various local
militias have been established. Vietnamese advisers are present at atll
levels, and joint operations with Vietnamese units are still the norm.
Hanoi apparently hopes to expand the PRK armed forces still further,
but this is likely to prove difficult for reasons of both resources and
attitudes. Traditional Khmer-Vietnamese antagonisms date back half a
millennium, and the immigration of large numbers of Vietnamese into
Cambodia as permanent settlers has further heightened nationalisfic
awareness. A rising anti-Vietnamese nationalist tide provides at least a
partial explanation of the Khmer Rouge's continued ability to recruit
soldiers; young Cambodians despise the foreign occupiers, and some
perceive the well-armed Khmer Rouge as the vehicle for meaningful
opposition.

The Vietnamese have also faced difficulties in constituting a genu
inely Khmer government administration and Communist Party. The
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decimation ofintellectuals and technocrats duringthe Pol Pot era lefta
very small pool of educated personnel from which to draw, even
without theproblem ofdivided loyalties. The magnitude oftheparty-
building problem is indicated bythe fact thatindigenous KPRK (Kam-
puchean People's Revolutionary Party) cadres may have numbered as
few as500 in 1980. TheVietnamese appearto have placed their trust in
long-term programs training thousands of youngKhmer in Vietnam
and the Soviet Union.^

Perhaps the most significant single event for the resistance was the
initiation in 1986 of a $3.35 million U.S. aid program to the noncom-
munist resistance movement. This program reflects agreement
between theCongress andtheReagan administration toassist apeople
in resisting threatsto its national sovereignty and independence. The
assistance to date has been limited to nonlethal items, and the non-
communist forces continue to lack the basic wherewithal (such as
medical supplies) thatwould further theinsurgency while alleviating
medical shortages inside Cambodia. In spite of the modest amount,
theprovision ofEconomic Support Funds (ESP) totheresistance repre
sentsa psychological watershed forAmerica, indicating a newwilling
ness to play a larger role in supporting ASEAN and the cause of self-
determination in Cambodia.

Cambodia—the Diplomatic Momentum

As the conflict has intensified within Cambodia, the international
search for a political solution to the conflict has taken several interest
ing turns. On March 17, 1986, in Beijing, the CGDK announced an
"eight-point" proposal for a settlement in Cambodia. Theeight points
of the proposal follow:^"

1.Negotiations betweenthe CGDK and Vietnam toreachagreement
on a two-phased People's Army of Vietnam (PAVN) withdrawal

2. Aceasefire following an agreementon the withdrawal "process"
3. Unarmed U.N. observers to supervise troop withdrawal and

ceasefire
4. Negotiations between the CGDK and PRK to establish an interim

quadripartite coalition government headed by Prince Sihanouk as
president and Son Sann as premier and including members of the
three resistance coalition groups as well as members of the Heng
Samrin regime

5. Free elections supervised by U.N. observers

'See, e.g., "VOK: 500 Cambodian Students toTrain in SRV," Foreign Broadcast Information
Service, Daily Report, Asia and Pacific, February 12, 1986, p. H.3.
lopor theexact text oftheeight-point plan, see"CGDK Issues Proposal for Political Settle
ment," Foreign Broadcast Information Service, March 18,1986, pp. H.3-4.
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6. Restoration of Cambodia as an independent, peaceful, neutral,
nonaligned countrywith a democratic government; the U.N. observer
group to remain two to three years as a guarantor of Cambodia's
neutrality

7. A nonagression pact with Vietnam
8. Foreign assistance to help rebuild Cambodia
Six weeks after the announcement of the eight-point proposal, it

was endorsed at the ASEAN foreign ministers meeting in Bali. Viet
nam, however, rejected the proposal, citingthe role to be given to the
Khmer Rouge faction. Throughout 1986, in fact, one can discern a
hardeningin the Vietnamese positionon Cambodia, judgingfromthe
statements issued at the Twelfth Indochinese Foreign Ministers Con
ference in late January 1986 and the thirteenth conference in August
1986. In January 1986 the Indochinese foreign ministers' communique
spoke of a desire to reach a political solution soon in Cambodia. It
further said, "The People's Republic of Kampuchea declares itself
prepared to enter talks with opposition Khmer individuals or groups
to achieve national reconciliation on the basis of the removal of the Pol
Pot clique and the holding of free general elections following the
complete withdrawal of Vietnamese volunteer forces from Kam
puchea."^^

Thisrelatively positiverhetoricwasreplacedin August with harder
language. In opening the August conference, Nguyen Co Thach
stated, "The Kampuchean people's wonderful rebirth and develop
ment is irreversible. . . . The militant solidarity between the three (Indo-
Chinese) countries and that between them, the Soviet Union, and the
other socialist countries has been constantly strengthened."^^ The con
ference's final communique stated that the "key" to the CGDK proposal
"is the demand to abolish the PRKregime and to recognize the so-called
CoalitionGovernment of Democratic Kampuchea, in fact, the genoddal
Pol Pot clique, in anattempttobringitback toCambodia. Thattotally runs
counter to morality and the actual situation in Cambodia, and is—^of
course—unacceptable.

Foreign Minister Thach's inflexible rhetoric inAugust1986 came barely
two weeks after the Vladivostok speech on Soviet East Asian policy by
General Secretary Gorbachev. In the ensuing months of late 1986 and
early 1987, Vietnamese rhetoric softened, and selected actions again
transformed the climate of speculationsurrounding the Cambodia issue.

""Indochina Foreign Ministers Conference Held," Foreign Broadcast Information Senrice,
January 28, 1986, p. 1.4.
^ '̂'Indochina Foreign Ministers Meeting Opens," Foreign Broadcast Information Service,
August 18,1986, p. K.l.
i3"Texf ofForeign Ministers Conference Communique," Foreign Broadcast Information Ser
vice, August 19, 1986, p. K.I.
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In addition to reiterating its determination to withdraw its troops from
Cambodia by 1990, there have beenother indications that Vietnam may
become moreflexible withregardto the formerly "irreversible" situation.
Anewleadership had come topower toHanoi, and thewinds ofchange
continued to blow in Moscow and Beijing as well as between the two
capitals.

The year of 1987 has been filled with unprecedented moves. Indone
sian ForeignMinister Mochtar Kusumaatadja sought to launch informal
negotiations by invitingallKhmerfactions to a "cocktail party,"whichthe
Vietnamese would subsequently join. This formulation came to naught
when the Indochina foreign ministers hardenedtheir termsjust priorto
the August 16 meeting of the ASEAN foreign ministers. When Phnom
Pheninsisted thatthethree Indochina countries beincluded assovereign
entitiesin the post-cocktail party conference, the ASEAN foreign minis
ters balked at what they perceived as de facto recognition of the Heng
Samrin government.

Anothernotable development involved China.InpastyearsChinahad
been reluctant to soften its support for Pol Pot and the Khmer Rouge.
However, during 1987 it became evident that China would support a
neutral, nonaligned Cambodia. Further, China insisted that postwar
Cambodia notbe dominated byanysingle faction, thus openingthe door
to a coalition government but stopping short of deserting the Khmer
Rouge. Finally, China hasbecome increasingly positive in its reception of
Sihanouk.

On the Soviet side, the year1987 wascharacterized by nascentdetente
with both the United States and China. It also featured Soviet hints to
Vietnam that the timemightbe ripe forfindinga compromise solutionto
the Cambodian situation. Given the importance of Cam Ranh Bay to
Soviet naval planning, it remains highly unlikely thatSoviet pressureon
\^etnam will movebeyond the levelof polite suggestions.

All of these diplomatic straws in the wind mask what continues to be a
relatively untractable situation for Vietnam. There can be no doubt that
many Vietnamese leaders now grasp the inordinate costs generated by
the Cambodian occupation and the continuing conflict with China. My
expectation, however, is thatVietnam willcontinuetosearchfora political
framework that will enable it to extricate its forces from the Cambodian
quagmire whilemaintaining its de facto suzerainty. Thekeyquestionwill
involve finding a formula for Vietnamese withdrawal in which Khmer
Rouge forces (without theirdiscredited leadership) canbeintegratedinto
a system of national reconciliation that will be acceptable to all parties
concerned. In the shortrun, theoverwhelming military superiority ofthe
Khmer Rouge vis-a-vis thenoncommunist resistance groupsand the PRK
suggeststhat whetherVietnam or the international community likesit or
not, the mass of the Khmer Rouge probably cannot be dealt completely
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out of any political solution inCambodia. At this writing itseems unlikely
thatVietnam is willing to restore complete Cambodian sovereignty, and
many parties (including the United States) will remain unwilling to
consider any role for theKhmer Rouge. For reasons ofVietnamese reluc
tance, continuing Soviet supportforVietnam, and the relative impotence
ofthe noncommunist military within theCGDK, it remains unlikely that
peace will break out anytime soon in Cambodia.



Discussion Excerpts

AMERICAN participant: If Several conditions can be met I think the

chances for a significant comebackof the Communist party ofThailand
are relatively minimal. The three conditions that 1see as necessary to
continued health in the internal security field are as follows. First,
continued political resilience. The dynamic equilibrium of the Thai
political system must be maintained. If Thailand falls into political
chaos this would bode well for the rebirth of insurgency. Fortunately,
there are no signs Thailand is about to fall into political chaos. The
second condition required for continued health in the internal security
field is the economy. Ways must be found to keep the economy
expanding under a set of international circumstances not as favorable
as those of the 1970s. The third condition that is necessary for con
tinued health in the internal security field involves the distribution of
the fruits of economic growth. The potential political dynamism of the
Communist party will continue to be sapped if employment oppor
tunities continue to expand, if the middle class continues to receive "its
share," and if disparities in regional incomes can be brought under
control. Political resilience, economic dyamism and a just distribution
of the fruits of economic growth are the best guarantees against any
full-fledged resurgence of the internal threat.

THAI participant: 1 would like to focus on General Chavalit's ideas

on security matters. First, he notes that Thailand faces a greatly dimin
ished external threat^There is no immediate likelihood ofa full-fledged
Vietnamese invasion. Security threats are mainly internal, in the view
of General Chavalit. He says threats still remain in Thailand waiting to
be stirred up by the so-called united front. General Chavalit uses this
term to refer to corrupt, tyrannical people—especially the police and
government officials. To meet these problems Thai citizens have to be
united. The activity of some of the politicians in parliament is a main
concern of some Thai generals, especially those linked to illegal busi
nesses. These lead to conditions that would help the Communists to
enlist more people on their side. Ifwe do not take serious steps to solve
these problems the potentiality of Thai society to get into trouble
would be high. We can eradicate these conditions through the strength-
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eningofdemocratization. Real democracy is the onlyeffective weaponto
wage waragainst communism. Therefore theRoyal Thai Government has
to be serious about strengthening the democratic process as soon as
possible. This is why GeneralChavalit has criticized some cabinetmem
berswhoarealleged tobe involved in illegal activities. On the otherhand,
he avoids mentioningthe powerstruggle in the army,which alsoleads to
problems for Thailand's national security. I still wait to see whether the
army will get out of politics as he says.

AMERICAN participant: I would like to say a little bit about the Viet
namese threat to Thailand. I don't want to sound alarmist, but the fact is
that the threat that the Vietnamese present to Thailand is formidable,
constantand permanent. It isaveryseriousmistaketounderestimatethis
threat. It has an army of 2.9 million—1.2 million full military and 1.7
million regional or territorial forces, which are a powerfulgroup, as the
Chinese found to their surprise in 1979. The Vietnamese have the third
largest armed forces on earth. It is bigger than the American army.
Secondly, it is a martial society. It is fully mobilized for war. Third, the
leadership is completely committed to the idea that the way to solve all
problems is through the massive, sustained application of force.

There are four levels of threat to Thailand. The first is a bleeding border
condition. This is psychologically destabilizing and has the effect of
creating a climate of insecurity, especially in a smallcountry. The second
would be an incursion in which they would move in and, say, take
Aranyaprathetfor two weeks and withdraw. The third levelwould be an
all-out attack on Thailand. This is probably the least likely. The fourth
threat is funding of insurgencies. For now and into the future Thailand
must recognizethat they are cheekby jowlwith a formidableenemy, and
there is no way that they can ameliorate this in any significant way.

AMERICAN participant: I have a feeling that Southeast Asia has been
changed for the foreseeable future with respect to its geopolitical situa
tion. My feeling is that all of the so-called major powers are going to be
intimately involved in this region in a variety of ways. Southeast Asian
states are going to have to handle relations with the major powers in a
highly intricate sense. This includes the SovietUnion, China, Japan arid
the United States. Thailand must sort out its views about the major states.
I would be very interested in Thai views on this matter.

I have the feeling that this is a period when the internal issues of
security are at a relatively low ebb. This is partly because the Communist
movement here has been so divided and in conflict with itself. The PRC

and Vietnam are at total loggerheads and therefore you cannot have an
external element that is powerful. The interesting question is whether ihe
CRT or its successor in terms of leadership will ever come to a position
which is heavily indigenous in its orientation, like the Communist move
ment of the Philippines today. It is growing because it is hooked onto
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indigenous issues and a nationalist position. I should think the Commu
nist movement here would become formidable only if it could do some
thing similar. This ought to be a time when Thai leadership did turn to a
continuing emphasis upon indigenous problems that remain. One is
ethnic relations. There is then the problem of centralization and Bangkok
centrism. Regional interests and needs are not met. It seems to me terribly
important to take advantage of this period when the internal threats are
low, to continue the process of institutionalization and seek a process of
civilianization. I believe in the long run many of the societies of East Asia
in a transitional period will come to a dominant party system, allowing
and even encouraging political competition, but probably not able to
afford frequent transferal of power through elections. Japan has followed
this course and been both stable and democratic.

THAI participant: I subscribe to what the government has been doing
in coping with the security threat both internally and externally. However,
I would like to express my worry. I used to believe time was on the side of
Thailand because we are on the right side and the Vietnamese would have
to bow to international pressure. Others suggested to me that time was
not on the Thai side because our economy would not be able to sustain
extended periods of border tension. Now I seem to share this view to
some extent. I thus take the view that even without invasion the Viet

namese have posed an economic burden on us. Without the Vietnamese
presence on the border we would have more money to spend on rural
development.

THAI participant: Yesterday we tended toward uncertainties about
whether "half-democracy" was to go on. Todaywe seem to be optimistic.
We talk about political and economic resiliencies. There seems to be some
disjuncture there. This question is linked to the issue of the "united
front", a term that I find rather confusing because a lot of the time we are
not talking about people who are allied with or on the side of the
Communists, but people who create conditions that make for the
resurgence of the Communist party. This stage of democratization by the
military is very delicate. How do you deal with the "united front" in order
to reduce the conditions making for the resurgence of the CPT without
alienating from the present regime the groups that Ansil Ramsay might
call potential supporters of the half-democracy formula—^the liberals, the
returnees from the jungle, and so on?
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10. The Indochina Issue

KHIEN THEERAVn

Indochina remains one of the most unstable areas of the world. The

obvious symptoms of instability there are chronically severe food
shortages, widespread violation of human rights, heavy presence of
Vietnamese troops in Kampuchea and Laos, Vietnamese control of
political machines in Kampuchea and Laos through field "experts" and
"technicians," continuation of fighting between resistance and
occupation forces, sporadic incursions into Thailand by foreign forces
and continuation of the Soviet military support to the Vietnamese
invaders and the Soviet military presence in Vietnam. Additional
symptoms are the prolongation of the economic boycott imposed on
Vietnam by Western economic powers, material support given by
China, Thailand and the United States to the Kampuchean resistance
forces—and the persistent demand by the United Nations calling for a
total withdrawal of the foreign forces from Kampuchea. All efforts to
normalize the situation in Kampuchea have so far failed.

What is the prospect for the future? Can Vietnam, the main actor in
the Indochina theater, act independently from its ally, the Soviet
Union? How will the change in the Hanoi leadership in July 1986affect
the course of Vietnam's foreign policy in the years to come? What
would be the impact on Indochina resulting from Sino-Soviet nor
malization? In light of changing conditions, how can Thailand assert
itself to preserve or strengthen its national interests? Given some new
conditions, with or without a change of Vietnamese foreign policy
behavior in Indochina, how might the United States play a role to
promote Thailand's national interests? These are some of the questions
to be analyzed here.

The Leadership Change in Hanoi

Le Duan, general secretary of the Communist Party of Vietnam
(CPV), died on July 10, 1986, at the age of 79. During his tenure as
secretary of the CPV, he succeeded in unifying his country and realiz
ing communism in Kampuchea and Laos. Encouraged by a series of
victories over all enemies, especially by the victory over the world's
most powerful superpower, Hanoi under his leadership believed that it
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had the right to hegemonize or even colonize neighboring Laos and
Kampuchea. That could not be done without aligning itself with the
USSR against China. The moves were drastic enough to open another
chapter of the Indochina War.

To what extent Truong Chinh, the new general secretary, was asso
ciated with Hanoi adventurism under Le Duan's leadership is unclear.
It is generally believed that Truong Chinh is relatively inward-looking,
and in terms of foreign policy he may have been excluded from the
inner group that caused so much conflict in the region. In any case, no
one knows at this point whether Truong Chinh's position is transitory,
and if he stays, how much he can change Hanoi's foreign policy
direction.

As in any Communist country, the rules of the game state that if
Truong Chinh disagreed with past policy, he must work out a new
policy through the existing Party machinery. Now, Truong Chinh has
succeeded Le Duan as secretary, and in the early months there has
been no sign of change in Vietnam's policy toward Kampuchea.
Nguyen Co Thach, the foreign minister, may have played a lesser role
in foreign policy formulation, but well-informed observers do not
expect that there will be a major change in Hanoi's policy toward
Kampuchea.

By the end of October, party congresses below the national level
have been held in various places in Vietnam. This means that prepara^
tions for the national party congress have been under way. In the
process of leadership change at the lower levels, past economic failures
were made a central issue. But foreign policy matters have never been
aired. If foreign policy direction be an issue in power struggles at the
top party leadership, the debate is not likely to be publicized. It may be
discerned in some of the Party documents, if one possesses sufficient
background and carefully reads the documents. It may be true also that
the CPV wants to demonstrate its unity before foreign enemies by
reaffirming foreign policy continuity in all official documents. What
ever the case, a policy change is possible, though unlikely, with a new
leadership in charge. At this point, we do not know who will win the
top Party post or who will be put in charge of foreign policy matters
after the sixth party congress, expected to be held in December 1986.

Whoever gains the top Party post, if he wants to change foreign
policy direction, his task will be formidable, as the Vietnamese ruling
elite know very little about international principles that govern peace
and the means to attain it. More damages resulting from outward
expansion may occur before an inward-looking trend is initiated.
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Sino-Soviet Normalization of Relations

The improvement of Sino-Soviet relations in the past few years has
been demonstrated by an increase in trade volume, cultural
exchanges, and official visits and the mutual reduction of verbal
attacks. How does this relate to stability in Indochina?

For years, Chinese officials have made it clear that Soviet support
for Vietnam's military occupation of Kampuchea is one of the main
obstacles to Sino-Soviet normalization. Observers have taken it for

granted that the Chinese have been serious about this, and they have
tended to employ a zero-sum game approach in assessing Chinese
diplomacy. In real politik, however, a non-zero-sum game of diplomacy is
more basic. How can one expect the Soviets to give up their interests in
Indochina while getting nothing in return? Moreover, China discovered
that it was not on the losing side in the killing games in Kampuchea and
Afghanistan. Chinese security has been ensured by the credible effort
mounted by the resistance in Kampuchea and by powerful international
opposition to Soviet-Vietnamese expansionism. Beijingnow feels secure
enough to deal with the Soviet Union without worrying too much about
its relations with \fietnam. For the ASEAN and international audience,
however, Beijing deems it necessary to make Kampuchea an important
issue as a matter of principle.

The Chinese have never perceived the Vietnamese threat as separate
from the Soviet threat. By November 1986, Sino-Soviet normalization
reached the point at which Beijing no longer was preoccupied with
possible armed conflict with the Soviet Union, and tWs made the Viet
namese threat seem somewhat irrelevant. After all, the Chinese are
inward-looking people, and they expect other peoples to be that way, too.
External threats must be met with arms and aggressors must leam the
hard way—thatis the Chinese view.Ultimately, both the SovietUnion and
Vietnam, according to Chinese wisdom, would have to find a way out of
Afghanistan and Kampuchea—^as France and the United States did in
Indochina.

The Soviet Union had its own reasons for supporting Vietnam's mili
tary venture in Kampuchea at the initial stage. The Soviets aspired to
establish alliances with the Indochinese states and to secure military
bases there, primarily in order to encircle China. These objectives have
been realized in the main. But now the Kremlin's sense of urgency to deal
with China is secondary to the Soviet Union's overall global strategy. It
now faces a dilemma in supporting Vietnam to maintain military and
intelligence bases there, and in seeking greater acceptance among
ASEAN. Soviet gains have reached the optimum and the continuation of
the past policy may jeopardize Secretary Gorbachev's new diplomatic
offensive. Moscow may want to preserve the status quo in Southeast Asia,
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but has not found a workable strategy for convindng China and ASEAN
about its constructive posture in the region. Under present conditions, it
is unlikely that the Soviet Union will pressure Vietnam for military
withdrawal from Kampuchea, although a reduction of aid is possible.

Indochina's instability will not be greatly improved by Sino-Soviet
rapprochement, at least in the immediate future. Soviet interest in using
Vietnam to outflank China may be lessening, but Moscow still wants to
maintain a presence in Indochina to help protect Soviet global influence.
In open diplomacy, the PRC may find it useful to oppose Soviet aid to
Vietnam, but Beijing'ssupport for internationalism is questionable. Thus,
the Indochina problem is no longer an important obstacle for improve
ment of Sino-Soviet relations.

What does this mean to Thailand and the United States? Has Sino-

Soviet normalization created sufficiently new conditions for Thailand and
the United States to adjust their policies toward the Indochinese states?
The answers depend very much on how the Thais and their American
friends view themselves—on the winning or losing side. Humanitarian
concerns aside, both tend to believe that on balance their national inter
ests generally have been protected. It is unlikely that China will change its
policy toward Vietnam, even if Sino-Soviet relations can be improved still
further. For the sake of the Kampuchean people, China should be per
suaded to put stronger pressure on Vietnam for withdrawal of troops
from Kampuchea. ASEAN also should try to convince the Soviet Union
that it will serve the interest of the people in Southeast Asia if Soviet arms
supplies to Vietnam can be reduced to the level of that which Thailand
receives from the United States. Thereby, Hanoi ultimately will discover a
peaceful means to end its military presence in Kampuchea.

Trends in Kampuchea

In Kampuchea, two trends are emerging: Vietnamization and Karrt-
pucheanization.

Vietnam has announced repeatedly that its troops will be with
drawn totally from Kampuchea by 1990 (not without certain condi
tions, of course). The argument has been that, by that time, the Peo
ple's Republic of Kampuchea (PRK) will be well established.

Since July 1982, Vietnam has publicized its annual troop with
drawals from Kampuchea by demonstrations of troops on trucks in
both countries. Foreign journalists have been invited to cover the
withdrawals on the five occasions already staged. The total number of
actual troops withdrawn is not known, but some observers put it at
about one third of the total Vietnamese force in Kampuchea, or approx
imately 50,000.
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In reality, however, those five celebrated troop withdrawal exhibi
tions proved to be deceptive. Intelligence sources reported that dis
patching Vietnamese troops into Kampuchea required no ceremony
and that Vietnam did it frequently. This was confirmed by a research
report conducted by the Institute of Asian Studies, Chulalongkorn
University. The study interviewed seventy-five Vietnamese army
defectors in June 1986.^ Fifty-one of them were dispatched into Kam
puchea after July 1982,when a ceremony with great fanfare was held in
Phnom Penh to stage the first round of deceptive Vietnamese troop
withdrawals. It is clear that boundary demarcation between Kam
puchea and Vietnam means very little to the Vietnamese as far as war
operations in Kampuchea are concerned.

The troop withdrawal is part of Vietnam's version of a Kam-
pucheanization program. Hanoi contends that by 1990, PRK will be
able to stand on its own feet, at least internally. By then, Vietnam will
have established the right to defend Kampuchean sovereignty from
external threats. Toward this end, Vietnam has mobilized labor forces
among Kampucheans to construct wire fences along the Thai-Kam-
puchean border. This has been coupled by laying heavy land mines in
an attempt to stem off infiltration by Khmer resistance forces from the
Thai side of the border.

It is not clear whether Vietnam initiated these measures as deliber

ate frauds or as part of a sincere effort to get out of Kampuchea with
honor. So far, they have failed to realize the announced objectives.
Hence, the Kampucheanization program has become a cover-up for a
more efficient program of Vietnamization.^

The Vietnamization of Kampuchea has been demonstrated by the
large influx of Vietnamese settlers into the country,^ the dispatches of
large numbers of Vietnamese "advisors," "technicians" or "experts"
and cadres attached to the PRK's key political machines; the creation of
sister cities that practically authorize Vietnam's provincial authorities
to control their Kampuchean counterparts,'^ and systematic attempts
by Vietnam to control the Kampuchean educational and economic
systems.^

iprom 1980to the end of March 1986,848 Vietnamese army defectors were being detained in
Thailand's army camps. Some of them succeeded in going to a third country. ByJune 1986,
516 defectors remained in Thai detention camps.
^For a comprehensive analysis of the Vietnamization of Kampuchea, see Indochina Report
(pre-publication issue, October 1984).
^The exact numbers are not known, but estimates range from 500,000 to 1,000,000. Nation
(November 2, 1986):3; Nation (October 6, 1985):5; Indochina Report (pre-publication issue,
October 1984): 11.
^See Indochina Report(October 1984):8-11.
^Marie Alexandrine Martin, "Vietnamized Cambodia: A Silent Ethnodde," IndochinaReport,
no. 7 (July-September 1986).
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All these interventionist moves have been undertaken with great
determination in the name of "unity" {samaki). But there have been signs
of disunity between the uninvited Vietnamese and their Kampuchean
hosts. Therefore, Hanoi tried to enforce its brand of unity by naming
shops, streets and even cigarettes "unity." Yet, genuine unity cannot be
imposed. PRKmilitary and civilservice officialsfled their country mainly
because they could not tolerate the degree of control imposed by the
Vietnamese bosses.^ There were reported incidents of armed conflict
between Vietnamese troops and PRK forces.^ In short, Kampuchean
nationalism seems to have grown in strength. The trend is not in favor of
"Wetnamization of Kampuchea. Meanwhile, at home, Vietnam has
encountered repeated failures in economic development, resulting partly
from economic boycotts by Western powers and political isolation by
much of the international community.

Thailand's Interests

By1975, the Thai people were prepared for the Communist takeover
of Indochina. Perhaps with some guilty feelings due to their past
association with the United States, they would have acquiesced if the
Vietnamese military presence in Laos and Kampuchea were estab
lished by peaceful means. However, they are not prepared to accept
the Vietnamese aggression and forced occupation of Kampuchea, and
this has become one of the most important issues in Thai foreign policy
since the late 1970s.

The developments in Indochina and Thailand's stance on the Kam
puchean problem have caused concern for many of Thailand's well-
wishers. One can argue for or against the Thai policy on the issue, but
the obvious impact has thus far been positive for Thailand. First of all.
Thai internal security has improved significantly. Secondly, Thailand's
international standing has become better recognized. Thus, Thailand's
position as a dominant power in ASEAN, as the champion of a just
cause and as a bearer of humanitarian concerns has been advanced by
the existence of the Indochina problem. This situation was expected to
be a factor in promoting Thailand to become a member of the U.N.
Security Council for 1985-1986. In relation to the United States, there
was a time when Thailand had to follow American footsteps on the
Indochina issue. Now, however, the United States has publicly
acknowledged that it is following the ASEAN lead; ASEAN is, in turn,
led by Thailand insofar as the Indochina problem is concerned.

^Even Heng Srong, a nephew of Heng Samrin, defected in January 1986 to the 243rd
battalion of the DemocraticKampuchean (DK) force. Bangkok Post (February 22, 1986): 1;
Other defectors in Nation (July 24, 1985): 1; Indochina Chronology (July-September 1985): 9;
Nation (April 14,1984): 1, 7; Nation Qune 17,1984): 1, 2.
"^Nation (October 1, 1986): 2.
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Be that as it may, the Indochinese situation has created some nega
tive impacts on Thailand. First, there has been tension and instability
at the Thai-Kampuchean border, caused by various armed factions.
Second, there have been sporadic influxes of Indochinese refugees—
Kampucheans, Laotians and Vietnamese. It is in Thailand's immediate
interest to get these two main problems resolved as soon as possible.
The task is formidable, however, for the problems clearly are linked
with the question of territorial integrity of Kampuchea and Laos and
the prospects for Vietnamese troop withdrawal.

In any case, a practical approach is one that will make things simple.
In my opinion, Thailand should define and re-define its current inter
ests into two categories: the immediate interests and the long-term
ones. The immediate interests are to restore peace and stability along
the Thai-Kampuchean border, and to stop the influx of Indochinese
refugees. The long-term interests are to restore independent status for
Kampuchea, to remove foreign forces from the Indochinese states and
to normalize relations with all Indochinese states.

The attainment of the above-mentioned aims will require different
strategies. The question is how to achieve these ends by employing the
existing limited foreign policy resources. And how can the United
States contribute towards these ends?

The Role of the United States

Thus far, the United States has been reluctant to get involved in the
Kampuchean problem. Diplomatically, the United States has helped
ASEAN through Washington's great influence in the international
community. In addition, the Americans have begun to provide mate
rial aid to non-Communist Kampuchean resistance forces in the
amount of 3.35 million dollars in 1986. In any case, this effort has been
minimal in comparison with the U.S. involvements in Afghanistan,
Nicaragua and other sites of armed conflict which have involved the
Soviet Union.

There are four main reasons for the U.S. reluctance. The first one is

related to the "Vietnam syndrome" and the "Pol Pot atrocity." The
American public found abhorrent the Pol Pot rule in Kampuchea in
1975-1987. Politically, it would be extremely unpopular for any Ameri
can government to get involved. Second, too much involvement by the
United States may be interpreted as an attempt to wage a war against
communism. That may revive closer cooperation among Communist
states operating in the region, especially China and the Soviet Union.
Third, the prolonged armed conflict under way in Kampuchea actually
is beneficial to U.S. interests because it may discredit the USSRfor the
latter's role in helping the aggressor. Fourth, existing tensions between
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Vietnam and Thailand may help promote U.S. influence in Southeast
Asia. ASEAN needs United States as a guardian only when there is an
external threat.

What would be the consequences if the United States continues its
present policy of noninvolvement in Indochina? The answer depends
mainly on the moves to be initiated by the leading actors in the area—
Vietnam, the USSR and China. The Soviet Union is now on the move,
fishing in troubled waters. The United States should refrain from
making troubled water. In addition, it should keep the following two
options open:

(1) An attempt should be made to restructure the Southeast Asian
security system. The ultimate goal must be to remove all foreign forces
from Southeast Asia: The Vietnamese should withdraw from Kam

puchea and Laos, the Soviets from Da Nang and Cam Ranh, and the
Americans from Subic Bay and Clark. This may seem unacceptable
from the American point ofview,but for the sake ofpeace and stability
in Southeast Asia, the United States must face the fact that its military
bases in the Philippines will become a destabilizing factor to the
Filipino political system. Sooner or later, the Americans will have to
give up their military bases there.

In relation to Indochina, this approach will solve the main causes of
the problems which have had an adverse impact on Thailand's inter
ests, both immediate and long-term.

(2) Short of an overall settlement of the Kampuchean hostilities, a
hard-line approach should sometimes be adopted to discourage an
aggressive enemy from doing even greater damage to others. As a
friend of Thailand, the United States can increase the cost of the
Vietnamese aggression and reduce the burden on Thailand in many
ways. How might this be accomplished?

The first method might be to keep on boycotting Vietnam eco
nomically and isolating it politically. This would include an indefinite
postponement of establishing diplomatic relations with Vietnam until
the latter has demonstrated its willingness to withdraw its troops from
Kampuchea.

Second, American economic and military might could be brought to
bear to strengthen the fighting capabilities of the Khmer resistance
forces. The Americans should be convinced that helping the resistance
forces in Kampuchea and Afghanistan is an honorable mission for the
American people, contributing to the defense of sound international
principles and world peace.

Third, Thailand's fighting capability along the Thai-Kampuchean
border could be aided by U.S. military intelligence concerning Viet
namese troop movements in Kampuchea.
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Fourth, the terms of military assistance to Thailand can be
improved by converting current credits or loans into an outright grant.
This would help alleviate Thailand's present heavy debt load.

Conclusion

Current conflicts and tensions in Indochina have been caused

mainly by the expansionist policy of Vietnam, vigorously supported
by the Soviet Union. So far, the expansionists have not changed their
policy in spite of obstacles and difficulties. Meanwhile, Thailand has
suffered in many ways because of its geographical proximity to the
fighting scene.

Recognizing that the Indochina problem is part of the American
legacy, and that Thailand's present patterns of relationship with Indo-
chinese states are partly conditioned by past Thai-U.S. collaboration, it
is not a prudent policy for the United States to adopt a hands-off
attitude with regard to Thailand's Indochina-caused problems.

The United States itself has a limited capacity to influence the
Indochina problem. Its military and political machines are equipped to
deal with the Soviet Union rather than with Vietnam. On the other

hand, Thailand can deal more effectively with Vietnam than with the
Soviet Union. This would work more efficiently with American back
ing. The United States should try by various means to enhance
Thailand's political and economic stability, partly by helping build up
Thai military strength. That, in turn, will increase Thailand's bargain
ing power vis-a-vis Vietnam. In addition, the U.S. policy-makers
should promote Thailand's international position. For example,
Thailand should be given a greater chance to play a role in the non-
aligned movement, and the United States should be magnanimous
enough to allow Thailand to take position in line with the great major
ity of the forum, even if it goes against short-term U.S. interests.
Moreover, the Thai people expect that the United States will not con
stantly create such problems as the textile bill and the farm act. Such a
threat to Thai national interest would create a favorable atmosphere for
the Soviet Union to expand its influence into Thailand.



11. Southeast Asia Regional Affairs:
Indochina Issue

DOUGLAS PIKE

This chapter examines the Indochina scene in terms of an overarch
ing, transcendental issue: the kind of political association that is going
to prevail in the future among Vietnam, Kampuchea and Laos. Intri
cately bound up with this question is the nature of the future rela
tionship between the three Indochinese states with their Soviet men
tors on the one hand, and their neighbors, principally China and the
ASEAN states, on the other. Thus the issue is both one of intra-
Indochinese institutions and the geopolitics of regional stability. Indi
rectly the issue is influenced by regionalism, that is, the advent of a
matrix of institutions above the nation-state level to which there is

attachment, identity and perceived purpose.
The context of this examination is a Southeast Asia relatively free of

crisis, certainly in comparison with the Middle East or Latin America.
It is universally regarded as an area of steadily growing importance,
especially in economic terms, and is seen as one of the most dynamic
regions of the world. While there is acknowledgement of regional
needs—for greater consensus, for stronger regional institutions, and
for continued economic development—outsiders on balance clearly
regard present-day Southeast Asia overall as a success story.

Regional Geopolitics

The essential strategic configuration of Southeast Asia today is
semi-polar: Indochina states vs. the ASEAN nations. Superimposed
on this is the triangular relationship of major outsiders with a primary
interest in the region—the United States, China and the USSR. The
destiny of the region seems to be as an arena for power struggles. This
is not necessarily bad or destructive. Competitiveness, if kept within
bounds, is healthy, normal and generally beneficial since it tends to
keep excesses in check. Much worse would be a Southeast Asia domi
nated by a single power.

If there is any one dominant concept at work today in foreign policy
thinking about Southeast Asia it is the idea of equilibrium, not only
military but also economic, sociopolitical and/or ideological. This extends
beyond Southeast Asia to the entire Pacific region. According to this
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doctorine, it is in the interest of each nation rimming the Pacific that no
single state ever dominate—and that all nations without exceptionshould
constantly oppose such development. Tocreate equilibrium—certainlyto
ensure it—organizational structure is required.

The Hanoi Concept of Security

The interrelationship among Vietnam, Kampuchea and Laos
occupies an exceedingly prominent role in Hanoi politburo thinking
and in the strategic planning of the People's Army of Vietnam (PAVN)
High Command. The basic attitude of the Vietnamese leaders is pater
nalistic. They scarcely differentitate between what is good for Vietnam
and what is good for the rest of Indochina.^ Relations with Phnom
Penh and Vientiane are viewed as singular and unique to the penin
sula. In almost every official reference the term "special relationship"
appears, interspersed with the word "alliance." Most recently, a new
term has crept in, "solidarity zone," which in Vietnamese connotes a
protectorate.^

In strategic terms, Laos and particularly Kampuchea represent
weakness for Vietnam, that is, a flank where hostile forces could
develop and challenge the local regimes, eventually posing a threat to
Vietnam itself. Admittedly Vietnam's geographic configuration—long
and narrow—makes it vulnerable to conventional military attack both
from the west and from the sea. Kampuchea and Laos serve as a buffer
if not an absolute barrier. Hanoi has long made it clear that it must take
a highly protective attitude towards its two associates and will regard
any effort to roll back communism in Kampuchea or Laos as tanta
mount to an attack on Vietnam itself. Its rationale for invading Kam
puchea and for stationing some 50,000 PAVN troops in Laos is to
prevent Chinese use of these territories for purposes hostile to Viet
nam. Thus a secure, cooperative, harmonious Indochina is Hanoi's
chief security concern.

Its second major security concern is regional balance of forces with
respect to Southeast Asia as represented by ASEAN, and to the north
with relation to China. The stark security fact that the PAVN high

^The best single source for official \fietnamese expression of paternalism is found in the
official output of the annual conferenceof Indochinese foreign ministers, the most recent
being in late January 1986 and found in the FBIS [ForeignBroadcastInformation Service],
Daily ReportforAsia andthePacific, January28and 29,1986, plus materialsreleasedbythe SRV
Missionat the U.N. A good guide to official pronouncements on intra-Indochinese relations
is the Indochina Chronology published by the Institute of East AsianStudies, Universityof
California,Berkeley. In the 1985-86 issues some fiftyseparate "linkages"were listed, such as
military weapon standardization, unified economic planning and joint institutionalization
in a wide range of educational, cultural, intellectual activities, all organized by the SRV.
2Paul Kattenburg,Universityof South Carolina, told the author he heard the term used by
officials when he visited Hanoi in 1982, the first reference I am aware of; although it appears
in print, it is a term not commonly used in briefings and in conversation.



144 Southeast Asia Regional Affairs: Indochina Issue

command must face is that Vietnam's Indochina is surrounded by
antagonistic forces, has only the USSRas a reasonably dependable but
distant ally which despite its huge armed force is unable to project
force over long distances because of its limited air and naval strength.
Further, Vietnamese military planners addressing themselves to the
great strategic arena stretching from Burma to Taiwan face a host of
imponderables. Will the next decade see a polarization of geo-political
power in Southeast Asia, with Hanoi as one pole and Jakarta the other,
a sort of nineteenth-century balance of power rivalry? Or will it con
tinue to be Indochina vs. the rest of Southeast Asia? Can the USSR be

counted on as a long-term ally? Can China be turned from cold war to
become, if not friend, at least non-aggressor? These are life-and-death
questions for PAVN generals ever fearful of a combined effort by their
foes to reduce or end Vietnamese influence throughout Indochina.
Past strategic strengths such as demonstrated ability to motivate and
mobilize support are now of only limited value. Some of Hanoi's
previous sources of strength, such as its vaunted self-reliance, now are
weaknesses.

Internal challenge represents another security concern, although in
a different dimension. To date the Vietnam resistance movement has

proved to be ubiquitous but weak, poorly organized and poorly led.
Hanoi's strategy in dealing with resistance has been to keep it from
developing organizationally, and to prevent opposition to the regime
from having a polarizing effect onthesociety. C3ver thepast tenyears
this approach has worked fairly well, and resistance has ebbed. But the
potential for internal armed opposition will remain for years, becom
ing serious probably only if there is disarray in Hanoi.^

Kampuchea

The war in Kampuchea is both an issue in its own right and one that
impinges on almost all other regional developments and relationships.
It is not the sole cause of the area's instability but as the center of the
storm it contributes to all aspects of it. Nor can there ever develop
much equilibrium or even a return to regional stability until the Kam
puchea problem has been resolved more or less to the satisfaction of
all.

The ASEAN countries led by Thailand seek to negotiate a PAVN
withdrawal from Kampuchea—an approach backed by China, the
United States, Japan and most of the rest of the Pacificbasin countries.

^Reliable information on the \^etnamese resistance is difficult to obtain. The journal Viet-
namese Resistance, published in Washington, contains a good deal on the subject as does
Radio Democratic Kampuchea (monitored and reported by FBIS, Daily Report for Asia).
Probablythe most objective source ofinformationon the resistanceare reports published in
the monthly magazine Indochina Reports (Singapore).
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Hanoi argues it cannot now withdraw its forces because of the threat of
a return by Pol Pot. However, it has set a date for PAVN withdrawal,
1990.

None of these characterizations of PAVNin Kampuchea is entirely
realistic since all stem from the assessment that Vietnam has full choice

in the matter. In fact, PAVN is bogged down in a protracted conflict
from which it would like to extricate itself under certain conditions. It

cannot, it feels, simply walk away—^but neither is it feasible to attempt
a quick resolution through all-out warfare.

Hanoi's generals have tried a variety of strategies to win a decisive
victory in Kampuchea, none successfully. The current strategy, dating
back to mid-1985, has been to seal the Thai-Kampuchean border by
using indigenous Khmer troops while PAVN forces suppress
resistance activity deeper inside the country. This has required build
ing a viable surrogate military force out of Khmer stock, creating from
nothing a People's Republic of Kampuchea Armed Force (PRKAF). The
Vietnamese have discovered that army building is one of the slowest
tasks that cadres or advisors from one country can undertake in
another. The recruiting-training effort is beset by a multitude of prob
lems, not the least of which is a PRKAF desertion rate at times
approaching 50 percent per year. However, the Vietnamese appear to
believe that if they persevere in their efforts and are given time,
eventually they can accomplish their mission.

Periodically Hanoi shows signs of faltering, as indicated by signals
of interest in an outcome in Kampuchea other than a simple military
solution. Some observers believe these to be mere tactical maneuvers.

So far, they have come to naught.
As far as can be seen ahead in Kampuchea—which is not more than

a year at most—Hanoi will continue to pursue its present strategy and
probably will accomplish nothing decisive. If there is a major change of
war policy by Vietnam, it is more likely to result from changes within
the leadership in Hanoi rather than from developments on the bat
tlefield.

Hence the Kampuchea struggle remains indeterminate. The most
likely prospect, at least for the next few years, is simply more of the
same. A less likely prospect is decisive Vietnamese victory, although
clearly this will not occur in the immediate future. A third possibility is
creation of a new governing structure among the major contending
Khmer forces, one acceptable to their outside backers.

As far as can be determined the resistance forces, though given to
black bouts of pessimism, are convinced they have no option but to
continue the fight and can be expected to do so. Their perception—that
Vietnam intends ultimately to absorb Kampuchea—extends deep into
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the ranks of the PRK cadre structure and vitiates much of the effective
ness of the PRKAF. Born of this perception is the Khmer fear that what
is at stake for them is sheer survival of the race. It is as deeply
ingrained, as difficult for outsiders to fully comprehend, as are the
other great antipathies of the world—Arab-Jew, Hindu-Moslem,
Greek-Turk. This perception is what fires the fuel of Khmer
nationalism. It is the reason the young continue to flock to the Pol Pot
standard. And it is a condition that will continue.

China

A relentless cold war has been going on since 1979 between China
and Vietnam. It was triggered by Vietnam's invasion of Kampuchea
although its roots are much deeper and more complex. At one point
the face-off between the two devolved into a month-long Chinese
incursion into Vietnam that ended somewhat inconclusively. While
most observers do not believe the cold war will again become a hot war,
that possibility always remains and Hanoi's generals must think
accordingly in their strategic planning.

What is involved here, in part, is a regional struggle for power. What
also is involved is the redefining of the relationship between the two.
Hanoi leaders believe that as a result of their Vietnam war victory the
centuries-old Sino-Vietnamese relationship—that of sensei to pupil—
now must be replaced by a new, more equal association. China does not
acknowledgeany basic change—^holding that Hanoi's victory in war was
mostly a matter of luck and American lack of determination—and sees no
need to redefine the relationship.The argument may strike the Westerner
as rather abstract, but there is more Asian reality here than in such firute
issues as the future government of Kampuchea.

Chinese leaders believe they know how to deal with Vietnam and how
to influenceit, the product ofcenturies ofexperience. TheBeijingformula
involves sustained unrelieved pressure of any sort that can be mounted.
The Vietnamese understand only force, say the Chinese, and anything
but force is misread in Hanoi as weakness. A forthcoming gesture or an
offer to compromise differences, the Chinese add, merely convinces the
Hanoi leaders they were right all along and that they need only to
maintain their implacablestance to eventually get what they want. There
is merit in this Chinese policyapproach, based on past history, although it
must be noted that the past three years of the Chinese method have
yielded none of the results the Chinese desire.

China seems determined to continue its present effort to influence
Vietnamese behavior, although about this we cannot be certain. Chinese
foreign policiesin the past 35 years have been characterized by sudden
dramatic reversals. It could be that a changed Sino-Vietnamese rela
tionship will come about as a byproduct of the current sporadic talks
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between Moscow and Beijingon issues standing between them, one of
the knottiest being Vietnam itself. However, it is difficult to envision a
marked change of Chinese policy with respect either to the USSR or
\^etnam until there is some sort of resolution of the Kampuchean prob
lem.^

USSR

In global geopolitical terms the central strategic fact of life in South
east Asia is the unusually intimate relationship of Vietnam with the
USSR. It is a military alliance in all but name, born of Soviet oppor
tunism and Vietnamese dependency.

For Vietnam the relationship always has been rather elemental.
Because of leadership mistakes beginning in 1975,Vietnam found itself
short of food—a 20 percent shortfall of rice in some years. Without
Soviet assistance the country would have experienced rice riots. Hanoi
needs weapons to defend itself against China and for its war in Kam
puchea, and for these it is totally dependent on the USSR since there
are no arms factories in Vietnam. As its economic malaise deepened in
the late 1970s, Vietnam was increasingly thrown onto the Moscow
dole. Lately—with relatively good rice harvests—the tide appears to
have turned. Food production now is back to the 1976 level, but of
course Vietnam's population has increased since then (about 2.5 per
cent each year since 1976). The USSRcontinues to supply Vietnam with
all of its defense needs, in effect underwriting its annual defense
expenditures estimated at 50 percent of the total SRV state budget. It
also supplies Vietnam with all of its petroleum and most of its chemical
fertilizer.^

Exactly how important strategically Vietnam is and can be to the
USSR is a matter for debate. There is advantage here for Moscow and
no good reason why it should abandon the present alliance, especially
if it can be made more cost effective.

What could alter the present relationship—and cause a "distancing"
or conceivably even a rupture—are developments on the Vietnamese
side. The Vietnamese do not like to be dependent on the USSR, nor do
they particularly like the Russians. But there is little they would want
to do about the association until they can get on their feet economically
and until the China threat subsides. Even then there would be less

chance of a breach of relations than of arranging a more normal,
orthodox association.

^Seeauthor's PAVN: People's ArmyofVietnam (Novato: Presidio, 1986),chap. 11, for discussion
of Chinese strategy employed against Vietnam and the \^etnamese perception of it.
^See author's Vietnam and the USSR: Anatomyofan Alliance (Boulder, Colo.: Westview, 1987),
chap. 6, for an extended description ofSoviet military and economic aid to Vietnam from the
Viet Minh war days to the present.
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Confederation of Indochina

The key issue involved here is the future political configuration of
Indochina—what Hanoi intends it to be, what is reasonable for its two
Indochinese partners to expect, and what is acceptable to Indochina's
neighbors, that is, China and the ASEAN states (and, within ASEAN,
Thailand). Is Indochina to become a federation, a confederation, an
integrated alliance, a "special relationship," or some other structural
form?

This is an issue which, if nothing else, gives organizational
coherence to the welter of events and cross purposes at work in Indo
china, a unifying concept for the politics, diplomacy, and war witMn
and without the peninsula. It also is a touchstone issue that goes to the
heart of the region's future, involving not only international relations
but also internal politics, economic advance, and the ideological orien
tation of the three Indochinese societies. How it is resolved will have
meaning beyond Southeast Asia.

For ease of expression the reference term used here is "federation"
by which is meant some degree of institutional integration among the
three Indochinese states and the surrender to some extent of indi
vidual sovereignty. It need not be full federation but could be a con
federation (which, of course, is a looser form of federation) or some
lesser form of commonwealth community. It is assumed here that full
expression of independence and sovereignty will not be obtainable in
the future for Kampuchea and Laos, that they are destined to be
subjects of Hanoi control—the operative question having to do with
the nature and extent of that control.

The Vietnamese have their work cut out—to put it mildly—if they
hope to create a Federation of Indochina. Obviously the idea is mori
bund for the forseeable future, but the Vietnamese need be in no
hurry. They can play the long game in the spirit of protracted mili
tancy. Forces for federation are alive and at work in Laos. Given an end
to resistance in Kampuchea, a minimal working relationship could be
established almost immediately, paving the way for expanded over
tures. Actually, given a long time frame, prospects are fairly good for
the creation of a Federation of Indochina.

The chief impediment Hanoi faces is the spirit of nationalism. It is
exceedingly strong in Kampuchea and is present but less of a problem
in Laos.

The Khmer and the Vietnamese have a long history ofanimosity. At
one time the Khmer empire dominated the region, extending from the
Mekong Delta across the Indochinese peninsula deep into what is
modern-day Malaysia. In the 17th century the empire degenerated and
there was loss of imperial spirit. This served mainly to whet the
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ambitions of Cambodia's neighbors, above all the Vietnamese. In fact it
can be said that the history of Vietnam is a thousand years of encroach
ment by China and four hundred years of encroaching on Cambodia.
Only the arrival of the French in the mid-1800s put a halt to Vietnamese
dismemberment of Khmer civilization.

At the individual level throughout the years Vietnamese and Cam
bodian attitudes have been intransigent. The dominant Cambodian
emotion regarding Vietnam is fear. It is reflected in ethnic and racial
stereotypes. Cambodians consider Vietnamese aggressive, excitable,
boisterous and insolent. A common Cambodian term for a Vietnamese

is "thmil," meaning "eternal godless enemy"; another is a term mean
ing "double-headed snake." The honorific Cambodian term,
"brother," is seldom used in addressing a Vietnamese. We are sur
rounded by wolves, runs a Cambodian proverb, some Thai and some
Vietnamese. For their part, the Vietnamese regard Cambodians with
contempt and indulge in such racial stereotypes as dirty, lazy, anti-
mechanical. A common Vietnamese term applied to Cambodians is
"Cao man," meaning "base barbarian," connoting the amok syndrome
that can mark the behavior of an aroused Cambodian.^

Norodom Sihanouk for two decades fended off Vietnamese intrusion

until his luck ran out. His successor, Lon Nol, was less successful
although not for want of trying. One of the Lon Nol government's most
frequently used propaganda slogans in the 1970s ^s: "Viet Cong, eaters
of Cambodian territory." In what was virtually a straight line continuation
of historical Khmer characterization, the Pol Pot regime from its start
portrayed the Vietnamese as aggressive, greedy enemies. Virtually every
Khmer Rouge pronouncement on the subject after 1975 used the terms
"expansionist" and "annexationist," asserting that Hanoi's goal was to
subjugate Cambodia and eventuall]'̂ turn Cambodians into Vietnamese.
The persistent theme throughout—one that runs down to present-day
Khmeremigres and refugeesaround the world—^is national survival.

The meaning of this is that at the individuallevelKhmer thinking for
centurieshas been permeatedby a sense ofinsecuritywith respect to the
Vietnamese. That historic condition, coupled with the power of twen
tieth-century nationalism, means that Hanoi faces a formidable socio-
psychological barrier in effecting any sort ofcloseworkablearrangement
with the Khmer, to say nothing of federation.

Something of the samecanbe said with respect to the Lao, although
Vietnamese relations with Laos in general are less complicated than are
ties in other directions. This in part is a reflection of the easygoing nature
ofthe average Lao. Therelationship alsoislessplaguedbyethnichostility

^What the KhmerandVietnamese write,especially theformer, ismerediatribe; itwouldtake
an outsider to do an objective study.
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and suspicion than is the casewith the Khmer, although personal antipa
thy for \^etnamese is not uncommon among Lao.

Other countries throughout history have found themselves similarily
situated, but most have been able to play one enemy against another. The
Khmer and Lao experience has been that this does not work. Their history
teaches them there is no certainty in balance of power politics, no protec
tion in alliances.

The question both Kampuchea and Laos facein the prospect ofa futme
federated Indochina is wherein lies the greatest security—^within federa
tion or outside of it? Federation can facilitate absorption but it also can
impose certain restraints on the behavior of the Vietnamese, interested as
they would be in making the new arrangement work. Outside of federa
tion there is only the jungle ofnaked power struggles in which the Khmer
and the Lao are at the mercy of the Vietnamese with no luxury of choice
between safety and peril, only between relative degrees of danger.

Despite barriers, difficulties and problems, it seems probable that
Hanoi's ultimate intention—and this is looking into the next century—is
creation of a full Federation of Indochina. Early \^etnamese Communist
leaders. Ho Chi Minh and others, indicated such an intent rather operdy
in the mid-1950s on the basis that Indochina was an economicentity. They
fully recognized the existence of ethnic antipathies but held that future
leaders in Cambodia and Laos, particularly if socialist-oriented, would
conclude there would be less danger within a federated arrangement than
without. Ho particularly appeared to believe that the political structure
put together by France—^French Indochina—^worked better than the pre
vious anarchical condition of contending satraps and local warlords, llius
he and other early ^^etnamese Communist figures concluded that French
Indochina minus the French was the proper political configuration for the
peninsula. More recently, Hanoi's W/zzte Paper on Cambodia (April 1978)
stated that while the idea of full federation had been the Indochina

Communist party line beginning in 1930, the policy was abandoned in
1954.7 Hanoi officials today, when questioned on the matter by visiting
journalists and others, tend to use the term "confederated approach." For
example, in explaining the increased coordination of economic and for
eign policies among the three states, these officialsdescribe the process as
"independently pursued socialist state objectives within a confederated
approach."®Presumably this means that confederation is a way station on
the road to full federation.

In the past decade we have witnessed a vast assemblage of "confede
rated approaches." The chiefs of state of the three countries stage occa
sional summit meetings. Their foreign ministers foUow a firm schedule of

''Copy available at Indochina Archive, University of California, Berkeley; it was widely
distributed at the time by the SRVUnited Nations Missions Press Office.
®Gen. Chu Huy Man, "TTie Continuous Growth and Development of the Alliance of the
Three Indochinese Countries," Tap ChiCongSan (Hanoi), no. 8 (August 1985), 10-11.
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semiannual sessions at which major policy positions are established or
confirmed. Other links includeregularministerial-level conferences and
meetings of state planning commissions; committees on economic, cul
tural, technical cooperation; statenews agencies; foreign trade officials;
army political departments; national Mekong committees (separate from
the international Interim Committee); labor organizations (first one in
1986); and public healthofficials (first mentioned in 1986).^

Laos in 1986 held a forty-day seminaron what was to be the country's
new economic management, to be reorganized along the same lines as
Vietnam's according to measures outlined in the VCP's 1985 Plenum
Resolution 8.

In addition to Indochina-wide,regularlyscheduled conferences, bilat
eral exchanges occur nearly everymonth. Coordinated economic plan
ningandsector development, bothParty andstate, clearly isunderway in
almost all areas of activity. While Vietnam unquestionably sets the
agenda, it isnotclear how far itscontrol extends into theinternal admin
istration ofLaos and Kampuchea. It maybe that it has neither the desire
norpresent capability for much interference in day-to-day activity, but it
can influence and in some cases control direction of the economy. Party
organization andforeign relations ofeach country. Itsofar hasbeenable
to present an Indochinese front on most foreign policy issues.

At the same time that this integrativeprocess appears to move Indo
china toward federation, the divisiveness engendered by the protracted
conflict in Kampuchea maintains the visceral level of hostility between
Khmer and Vietnamese at an almost unbelievable level. Thus we are
presented with theparadox ofIndochina today being both closer toand
furtherfromfederation than atany timeinthe past—closer in institutional
or administrative terms, further apart in socio-psychological terms. Since
both dimensions must be served it is virtually impossible to measure
prospects at the moment.

But we can isolate some of the major factors that will be at work
determining the success or failure of the effort:

—^the demands of the PAVN high command, seeking to serve security
requirements (and,in turn, the degree ofinfluence the PAVN gener
als can continue to exert).

—the imperatives oftheVietnamese system, which aretheinterests of
theParty, thedemands oftheeconomy and thepsychic wishes ofthe
people.

—the character of the leadership. While the present leadership seems
permanently committed topursuitoffederation andprobably canbe

^See "Noteson the 'Federation' ofIndochina" byMymaPike(December 1986), an Indochina
Archive Memorandum listing thirty-three such meetings with citations during 1985-86.
Available throughInstitute ofEast Asian Studies, University ofCalifornia, Berkeley.
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countedonnottochange thisfundamental position orpursuitofthe
objective, a changed leadership could bringa changed policy.

—the degree and the level ofeffectiveness ofcontinuing local opposi
tion—primarily in Kampuchea but to some extent in Laos.

—the determination of outsiders to continue to oppose federation,
principally China and Thailand.

—the position and future role in the region of the USSR.
It can be argued in Hanoi—and probably is argued at the politburo

level—that sevenyearsof warfare in Kampuchea have so polarized the
scene and so alienated most Khmer that efforts to arrange federation
should bepostponed for atleast a generation. This canbeand probably is
countered with the argument that Vietnam has a golden opportunity to
install in Phnom Penh—once the country has been pacified and the
insurgent forces eliminated—a government that will take Kampuchea
intofederation. According tothisline ofthinking, theopportunity iflost
may never again present itself.

Asanalternative toopenpursuitoffederation Hanoi canemploy—and
perhaps now is employing, sometimes inadvertently—what might be
called a process ofcreeping toward federation. This is the charge—and
the fear—of Khmeremigresin the United Statesand elsewhere, who see a
gradual takeover of Kampuchea by the Vietnamese that goes beyond
federation to absorption.

Whether the Vietnamese have limitless ambition in Kampuchea or
lesserdesigns, it seems probable that they will press forward with the
various programs of integration. It also seems to be the case that if
\Tetnam can be turned, can be persuaded to settle for less than federation,
it will be because ofthe sustained resistance withinKampuchea and the
continueddetermination of outsideparties, chiefly Chinaand Thailand.

What can we expectif \Tetnam proves unable, for whatever combina
tion of reasons, to clear a path leading to federation? What would Hanoi
be willing to settle for in such an eventuality? Based on an analysis of
Hanoi policies and behavior toward Cambodia and Laos duringthe war
years and since, certain characteristics ofan acceptable relationship sug
gest themselves. There are three that might be described as minimal
terms of association.

First, Vietnam would wantprimacy in the relationship. Thus, neither
Kampuchea nor Laos should ever make a major move, particularly a
foreign policy move, without first clearing itwithHanoi. This may be,as
theChinese assert, a little hegemony atwork, butHanoi officials feel they
have a rightto—^and in any event, must have—such an arrangement.

Second, neither Kampuchea nor Laos should develop overly close
relations withanyoutsider. This was thegenesis oftheHanoiquarrelwith
the PolPot regime, and a major cause in the deterioration of relations with
China. It is the reason why ^ter 1975 China was made to feel increasingly
unwelcome in Laos. Eventually thisalsomay bea source ofdifficulty with
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the USSR, if it is seen in Hanoi as excessively intruding into Kampuchea
and Laos. With respect to Laos, the issue is bound to be a source of
contention between Hanoi and Bangkok.

Third, Vietnam would like in the two other Indochinese countries
some socialmovement (preferablyan element ofthe indigenous Commu
nist party) that would identify with and give allegiance to Hanoi. This
would not involve local ethnic Vietnamese but Lao and Khmer. It would
not be subversive, but simply "Hanoi's boys" in Phnom Penh and Vien
tiane. Something of this sort now can be found within the ranks of the
PathetLao. It is the result of early recruitment and long association, for at
one time virtuallyall the officers in the PathetLaowere Vietnamese. An
overseer arrangement also existed in the wartime relationship between
North Vietnam and the Khmer Rouge in the form of the so-called"Hanoi
five thousand"—Khmer who had been trained in North Vietnam and
presumably had at least a residual loyalty to the Vietnamese (andsubse
quently were murdered by the forces of Pol Pot). The programby Viet
namese cadres in Phnom Penh to rebuild the Kampuchean Communist
Party is an effort to restore this previous arrangement.

I would argue that if these three conditionswere met, the Vietnamese
would consider their relationshipwith Kampucheaand Laosto be viable,
tolerable, acceptable. Thiscan be offered only as a thesis, however, since
we have no way of verifying the Hanoi view.

Policy thinlc^g about a federation of Indochina by interested out
siders—in Bangkok, Beijing and Washington—still is in the rudimentary
stage. Asfarascanbedetermined noneofthe threeforeign ministries has
examined the matter in a systematic, extensive or judgmental way. The
Thai government has said inconsistently at various times both that it
strongly opposesfederation and that it is indifferent to the idea. ASEAN
appears divided. Washington thinking, asfarasitgoes, appearstobethat
the United States objects to the idea of federation but feels it may be
inevitable. China apparently finds the idea an anathema, but its position
is reflexive and not based on analysis of factors at work or alternatives.
What is needed now is for the United States and Thailand—and China if it
can be persuaded—to address themselves to the idea in terms ofaccept
able scenarios. Each must determine what it can live with as far as an
integrated Indochina is concerned and what is beyond the acceptable
limit in the long run.

The positions taken in various capitals toward federation will rest on
the degree of saliency, how important the issue is seen to be. With
nation^ interest as a criterion, it would seem thatopposition to the idea
will range in descending order from Thailand to China to the United
States. The idea is strongly opposed by the people of Kampuchea and
Laos, if not by their present leaders, but the popular will may not count
for much.
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In the final resolve the future political structure in Indochina may
largely become a reflection ofthe generalized growthofregionalism, timt
greathistorical force whichsome believe is to dominate worldpolitics in
the decades ahead.^° In Southeast Asia, the past fifteen years or so has
seen the rise of this phenomenon in the flowering of ASEAN and the
forceddevelopment ofan incipient federationin Indochina. Bothof these
regionalgroupings have the push ofhistory behind them, and both seem
certain to play increased roles in future Southeast Asian affairs. Paradox
ically, what gives impetus to one will tend to give impetus to the other.
And of course to the outsider with an interest in Southeast Asia, such as
the United States or Japan, there are regional groups and regional
groups—theirs and ours. In any case outsiders will be obliged, in the
years to come, to deal increasingly with all of Southeast Asia in terms of
the dynamics of regional institutions.

lOThis relates toapersonal value judgment. 1believe thatoureventual political configuraiton
isgoing tobesome form ofworld government, tobeachieved through agradual process that
first will see creation ofstrong regional entities. Regional or transnational organizations
involving some degree oftransferofsovereignty are,1believe, necessary ifthereisevertobe
truepeace; and theyarenatural, in termsofeconomic interdependence. Therefore, regional
groupings suchastheEuropean Common Market andASEAN areacoming historical force
whether or not we fully realize it.



12. Thailand: A Moving Equilibrium
WILLIAM H. OVERHOLT

Thailand mystifies Western observers because it is a unique social
system.^ Thailand has become known asa country ofcoups, and this
perception conveys an image of fundamental instability. Moreover,
Western analysts as a group have measured Thailand against the
standards of Western democracy and have found it wanting. Most
believe, explicitly or implicitly, that this "failure" to achieve Western
democracy implies a severe risk of economic failure and revolutionary
instability. A decade ago, distinguished Western political scientists,
alarmed atmilitary intervention, warned that Thailand might already
have entered upon a vicious cycle of political and economic decline
that could by 1978 have made Thailand the next Communist domino in
Asia.2 That warning immediately preceded the swift demise of all
Communist prospects inThailand; it coincided with the emergence of
a period of Thaipeace, freedom and growth rare in the modern Third
World.

The Thai record refutes such dire warnings. Thai instability is an
instability ofkey senior personnel andofephemeral group roles, not
an instability ofthebasic political, social and economic system. In the
past two generations, Thailand has experienced fewer instabilities that
fundamentally disrupt social life and economic development than any
other country inAsia—including Japan, which precipitated andexpe
rienced the full force of World War II in the Pacific. Thailand's record of
steady, sustained economic growth is unsurpassed, although a few
countries have grown faster. Throughout modern history, Thailand
has demonstrated resilience in the face of international and domestic

'This chapter relies heavily on interviews conducted over many years with avariety of Thai
scholars, officials, businessmen, and bankers,as well as a numberofAmerican students of
Thai affairs. An exhaustive listing ofmy intellectual debts isimpossible, butmention must
bemadeofthelargest debt,toJeffrey Race, whose views onThaUand haveinfluenced meso
much that nodetailed citation could ever beadequate. I am very grateful for the detailed
comments ofAnsil Ramsay onan earlier draft ofthechapter.
2Cf. WUliam Bradley, David MoreU, David Szanton, and Stephen Young, Thailand, Domino by
Default? P&pers in International Studies Southeast Asia Series No. 46 (Athens, Ohio; Ohio
University Center for International Studies, 1978), which asserts on page 38 that a decline
into disaster "may already be inevitable."
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economic and political challenges on a scale that elsewhere has pro
duced revolution (Iran and the Philippines), long periods of ruthless
dictatorship (South Korea, Taiwan, Indonesia), national bankruptcy
(all of Latin America and mostof Africa) or chaos(Nigeria).

Infacing such challenges, Thailand has notbeen confined todefen-
siveness. The Thai system consistently has delivered the central
"goods" of modern nationhood; sovereign independence, economic
growth, economic diversification, social peace for most Thais most of
the time, far more freedom than is typical of Third World countries,
and increasing political participation.

Inlightofthese facts, theThai system needstobejudgedonitsown
terms, not as an inferior form of Western democracy or a peculiarly
unstable form ofAsian dictatorship, but as a unique system for manag
ing change and achieving goals. The Thai system is a moving equi
librium. It is utterly different from Asian dictatorships and Western
democracies. The moving equilibrium maintains itself in part through
frequent coups, irregular elections and personnel reshuffles, which
create an appearance ofinstability but area mechanism forattaining a
deeper stability.

Thai Politics and Society

Political Structure

Thai political history isa storyofstable instability. Leaders change,
policies shift, military and civilian leaders alternately drive one
another from office. But beneath this surface of instability there is a
gradually shifting equilibrium in which major roles are played bythe
same groups: the military, the monarchy, the bureaucracy, business,
the banks and politicians. All of these groups always exercise major
influence. Nogroup ever tries toeliminate completely the influence of
any of the other groups. Each group therefore has an effective veto
over extreme policy changes. Leaders usually seek consultation and
consensus. Diffusion of power precludes the emergence of total
itarianism or overwhelmingly oppressive authoritarianism and
ensures most Thais a substantial measure of freedom. Competition
among elites for power forces themtocompete for social support; any
group which can organize or articulate its views can obtain some
degree ofinfluence. This competition has facilitated the widening of
political participation from narrow Bangkok elites tobroader Bangkok
interests to urban interests outside Bangkok and—just beginning—^fo
rural groups.

In most Asian countries, dictators or Communist parties exercise
clearcontrol. Thestability ofa Park, Marcos, Suhartoor Mao gives the
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country an image of strength, stability, decisiveness—until the dic
tator becomes enfeebled, or the economy collapses, or suppressed
social change reaches a critical level. Then the lid blows off. But
Thailand isat the opposite extreme. IntheThai aristocracy, nobody is
in charge. InThailand's economy, nofirm orgroup offirms candictate
the future. In Thailand's shifting political equilibrium, no leader can
stay on his feet indefinitely, because of shifts in social structure and
sentiment.

The resulting polity is coup-prone, indecisive, moderate and con
sensus-oriented. Every minister fears for hisjob, andreaches for every
supportgroup. This system frequently means interminable delays. On
the other hand, foolish, divisive changes are minimized, and every
leader isintensely conscious of pressures for change. As theeconomy
develops, or demographic shifts occur, or foreign pressures change,
Thailand's leadership and policies evolve in sympathy.

Thus, while Thailand from one perspective is a nation of coups,
from another it isa nation of continuity. The Thai monarchy has given
thecountry a vital element ofcontinuity. Thailand is theonly country
in Asia other than Japan which had the unity and flexibility to avoid
any formofcolonization, the onlycountry in Asiawhichhas avoideda
fundamental political breakdown since 1932 (when a military coup
overthrew the absolute monarchy), and the Asian country with the
longest period ofsustained economic growth. Thai politics draws on
othersources ofstability. Its population is the most homogeneous in
Southeast Asia. Thailand gradually absorbs itssmall Chinese minority
through intermarriage and economic cooptation, and it profits from
Thai-Chinese business dynamism. Thailand's superior economic
growth gradually domesticates an improverished Lao minority in the
Northeast. (Thailand has more ethnic Laotians than Laos.) ThaiBud
dhist tolerance makes thebestofan uneasy relationship witha south
ern Muslim minority of two to three million. Buddhism instills a
broadminded tolerance of differences and acceptance of government
policies.

Thailand's aristocratic social structure confers another stabilizing
benefit. Money isnot theall-consuming passioninThailand thatit is in
thePhilippines andIndonesia. InThailand, theBuddhist religion and
the aristocratic values ofhonor, power and status areimportant to the
elite. Politicians who fall from grace can become monks and regain
face. Thailand has avarice, but alternative values are stronger than
elsewhere in the region.

In recent years, Thailand's moving equilibrium has shifted less
jerkily than before. The present constitution and the present prime
minister have far outlasted most of theirpredecessors. Thailand may
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loseits reputationas a countryofcoups—or atleastofsuccessful ones.
This results partly from the personality of Prime MinisterPrem, but
primarily from broad changes in Thai society.

The Thai Economy

Thailand is a country of 50 million people with a medium-level
income. The economy growssteadily and rapidly (7percent annually
in good times like the 1960s and 1970s), but not spectacularly.
Ownership ishighlydiversified. Productsare widelydiversified. Mar
kets forits exports are diversified. Because ofthe influence ofbankers,
debt to equityratios are veryconservative, and mostdomestic debt is
heavily collateralized. Thailand is substantially self-sufficient in food
and is steadily reducing its dependence on imported energy. Its many
years of 7percent growth rates led to development, not justgrowth.
Light industry and semiconductors now stand beside primary prod
ucts as major sources of income and growth. Per capita income has
risen greatly. Education and skills are farmorediversifed than before.
Population growth rates have declined from formerly high levels to
around 2 percent. ByThird World standards, the country has superb
roads, communications, irrigation, airlines, railways, and ports.

The country has a moderate, gradual, broad-based approach to
development. Agriculture, the base, is taxed to support industry, as in
most of the Third World, but government policies toward farmers have
been more benevolent than elsewhere. As a result, Thailand has
become one of the world's major agricultural powers, a leading
exporter of rice, sugar, tapioca, maize, rubber and other products. It
exports tin, rubberand teak products. Tax policies havebeen used to
encouragelight industry, for instance by allowingduty-free import of
capitalmachinery. Thailandhasbecome an exporterofcanned pineap
ples, canned tuna, garments, shoes, toys, leather products, plasfic
products, and integrated circuits, among many others. As a group,
these exportsboomedeven in the difficult year of1985. Manufactured
exports now exceed primary commodities.

More recently, Thailand has made serious efforts to initiate devel
opment of heavy industry. As everywhere in the Third World,
Thailand has an important group of officials and businessmen who
equatedevelopment with heavy industry (e.g., steel, petrochemicals,
and automobiles), but Thailand has been much more cautious than
other countries about mortgaging itself for steel mills. In fact, it has no
steel mills and no plans for any. Subsidies are lower, standards of
efficiency higher,and competitiveness greaterthan is typicalofSouth
east Asian countries that are establishing heavy industry.

Thailand's economy is relatively open and competitive. Its public
sector is limited to 15-16percent of GDP. Despite a number of Third
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World-style monopolies, dispersionofdomesticownershipand accep
tance of foreign competition are sufficient to ensure competition and
dynamism. (Powerful elites control major parts of the nation's wealth,
but these elitesare morediverse and competitive than their Filipino or
Indonesian counterparts.) Thepublicsectorenterprises asa group run
a substantial surplus—in sharp contrast with such countries as Brazil,
the Philippines, and Indonesia.

Thailand's economic structure and policies have major political
consequences. Diversity of economic ownership supports, and in turn
is supported by, diversity in the sources of political power. Economic
and political diversity in turn constitute the primary reason why
Thailand is a freer, more responsive polity than most of its Asian
counterparts. Political-economiccompetition makes Thailand respon
sive and resilient—responsive to the demands of emergent social
groups because the competing elites need all the allies they can secure,
and resilient in the face of global economic and financial changes
because the country's enterprises are accustomedto competition and
change. The Thai economy is "fast on its feet," quick to seize new
market opportunities (e.g., in soybeans and tapioca). Its politicalelites
are equally fast on their feet, also because of diversity and the dynam
ics of competition.

The Thai economy also undergirds the moderation of Thai politics
and economicpolicy. While Thailand has many poor people—includ
ing some, particularly in the Northeast, who are desperately poor—
most Thais have experienced nearly two generations of rising stan
dards of living. This has occurred without wrenching upheavals and
reverses. In contrast with Latin America, the absence of economic
upheavals deprives ambitious generals, bureaucrats and politicians of
excusesfor suddenly centralizing economicand politicalpower in the
hands of small elites.

Buddhism

Buddhism and the monkhood play a vital although usually quiet
role in Thai society. Thai Buddhism contributes to national identity
and self-esteemand gives the polity confidencein pursuing a unique
Thai approach to development. Buddhist values facilitate acceptance
ofpolitical ambiguityand complexity. Buddhistidealsencouragemod
erate, peaceful management of social competition and a pleasant
approach to socialintercourse. (Individual monks do not alwaysemu
late this ideal; in 1976, one leading monk promoted the killing of
leftists.) More generally, the vitality of Buddhism provides a vague,
diffuse but crucial moral core to the Thai social equilibrium.
Monkhoodprovidesrefugefor the out-of-favor and a sourceofdignity
other than raw power or pecuniary success.
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Thai Political Forces

TheMilitary

The military has historicallybeen first among equals in governing
Thailand, and it may someday return to supremacy. But the military
has lost its predominance due to fundamental changes in Thai society.
Still, the military role is not small—Prime Minister Prem is a former
general andrelies onmanyformer generals foradvice. TheSenate and
several political partiesare military organs. Manyministersand othesr
key officials are retired military men. Senior generals are outspoken
politically. To maintain his position, Prem must consult the generals
and the colonels constantly.

Butthe military has lost some ofits clout. With the Indochina war on
simmer and the domestic communist threat largely vanquished, the
military'sargument that national security requires military supremacy
has weakened. The end of the Vietnam war meant distribution of
formerly massive flows of U.S. aid to the Thai military. The flow of
funds has further diminished as the government has gradually
replaced some traditional business monopolies of the military with a
new system that licensesseveralChinese competitorsinstead. Mean
while, publicattention has focused on the increasingly complex econ
omy. Civilian technocrats and businesspersons have acquired eco
nomic management skills that give them an advantage over the
military.

The military has its arms, socialstatus and financial base, but it has
no coherentor persuasiveprogramfor the nation. Theold problemsof
subversion, threatened invasion, social disorder and economic indis
cipline were manageable by military skills; setting the exchange rate
and regulating the gasoline price require different skills.

Thearmycommanderin chiefuntil 1986, GeneralArthit, weakened
the army from within. This is the single example in contemporary
Thailand of a major institution being weakened by its leaders.
Whereas Prem as commander in chief had emphasized profes
sionalism, Arthit bent all the rules to serve the interests of small
cliques, and allowed personal loyalty, ideological compatibility and
financial interest to outweigh professional skills and formal rules. He
surrounded himself with "yes men" and frequently made disastrous
policy errors. Theseincludedopposingdevaluation ofthe baht, thre^-
ening Prem at inopportune moments, making inappropriate equip
ment purchases, squandering the budget, bribing legislators in sup
port of a no-confidence vote in 1986, and generally promoting dema
gogic rather than sound economic policies. Allof this weakened the
army's support among the civilian population and worsened fac
tionalism among military personnel.
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Despite the temporary weakening of the military by General Arthit,
it has largely defeated Communist and Muslim insurgencies, and has
coped with Vietnamese border incursions that have occurred as a
result ofwarfare in Cambodia. The Thaimilitary is configured to cope
with domestic insurgencies through a combination of military force
and (much more importantly) civic action. It has succeeded in large
part by deemphasizing the use of force. It has achieved these victories
at the expense of its conventional warfare capabilities and hence at the
risk of being unable to repel an attack by Vietnam or another hostile
neighbor. (American estimates indicate that a determined Vietnamese
attackmight seize Bangkokin three days.) But the country has coped
with potential foreign threats through diplomacy—alliance with the
United States until 1975 and a shifting balance of support from China
and the United States since that time. On balance, the country has
maintained its security through an unusually complex and flexible set
of policies, and the military has maintained and increased its effective
ness at its primary task of providing domestic security.

The military remains powerful, and would likely rule again if the
country encountered serious financial difficulty or external threat. It
complains about lackof civiliandiscipline and about electoral corrup
tion, and adopts a generally hostile attitude in principle toward busi
ness, Chinese influence at home and American influence every
where—but it cannot turn those attitudes into a program or a
governing coalition. In fact, its own pragmatic actions usually turn
these principles on their heads. Its traditional direct rule is not accept
able to most of the country so long as the civiliansgovern competently.
Its traditional rationales for intervention no longer apply. Its tradi
tional method of intervention, the coup, has been defeated on every
occasion attempted in nearly a decade. Increasingly it is trying to learn
to deal with the civilians on their own ground, namely in electoral
politics and economic development expertise. But it probably can only
succeed to the extent that the civilians divide and defeat themselves.

Political Parties

The big political gainers in recent years have been the civilian
political parties, initially the Social Action Party (SAP) and the busi
ness people behind it, then the Democrat Party, a somewhat broader
and more institutionalized (although still fragile and fractious) party
than the SAP. Decades of economic growth have created a powerful
business class, and decades of Thai absorption of the Chinese have
finallygiven the business classenough of an indigenous Thai identity
to make business a relatively legitimate political participant. The Social
Action Party naturally had the money to fight national campaigns and,
unlike nearly every other party, had a social and economic program.
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The program was conservative and market-oriented in economic
thrust but politicallyrevolutionary because it reached outside Bangkok
to other cities and rural areas—and mobilized supporters while trying
to devolve money and power to these new political entrants. Subse
quently the SAPlost its original leadership and policy coherence. The
Democrat Party has a more reformist economic program, a more
institutionalized organization and a history of firm resistance to mili
tary rule.

This determined entry of the civilians, particularly businessper-
sons, frightens Thailand's conservative foces. The military, the
bureaucracy and academics find electoral politics much too undig
nified, much too undisciplined, much too corrupt and much too influ
enced by Chinese businessmen and bankers to be an acceptableoverall
process of governance. But they are willing to accommodate electoral
politics up to a point. The result is an accommodating, open, flexible
politicalsystem with a greatdeal of the freedom and responsiveness of
democracy. This uneasy but manageable balance between traditional
bureaucratic forces and emergent middle-class and business groups
sublimates potentially revolutionary forces into a few coups.

Thailand's political parties are an important force but remain at an
early stage of development. Their accomplishments are real. Several
have achieved nationwide followings. They represent important seg
ments of the population, particularly the middle class and business,
emergent forces whose interests previously had little organized repre
sentation. They have enlarged the arena of freedom in Thailand and
have brought popular opinion to bear on a wide range of decisions,
particularly economic decisions. In the process of doing so, they have
proved sufficiently organized and popular to constrain military influ
ence over policy (for example, overcoming military opposition to the
1984 devaluation), to defeat the most important military initiatives that
sought to change the constitution in the mid 1980s, to help defeat a
series of military coups and other military efforts to regain control of
the government during the 1980s, and to pressure the military to
accept the Democrat Party, formerly the nemesis of the military, as a
result of the 1986election. Thus democratic party politics in Thailand is
no mere facade.^

At the same time, the parties are very loosely organized. They fund
themselves through "favors" granted by ministers to particular indi
viduals or businesses, rather than through broad interest group sup
port of general policies. To put it bluntly, their whole financial base

^This point is important becauseof a strong tendency in much of the scholarlyliterature to
confuse the very real weakness of the parties, and the strong military influence over them,
with complete impotence.
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derives from what Westerners would regard as blatant corruption if
practiced in their own countries. The parties represent business and
military interests to the neglect of the rural poor; even the SAP
dropped all its important rural initiatives and made no later effort to
revive them. This leaves the parties vulnerable to military charges of
corruption and to military initiatives to mobilize the underrepresented
rural poor. The parties buy political candidates from each other. They
generally lack coherent policy platforms. They are seriously fac-
tionalized, and they are vulnerable to manipulation by military,
bureaucratic, or economic interests.

In short, while they are much more than a facade, they are the
weakest of Thailand's major institutions. They perform a vital func
tion, but they are weaker institutions than their military, bureaucractic
and monarchical competitors. Their increasing strength reflects the
gathering size and talents of the middle class and business groups
behind them and plays a vital role in representing those emergent
forces. But their fragmentation, corruption and lack of expertise are
not a figment of bureaucratic imagination or a lame excuse for
ambitious generals; their ineptitude will take time and struggle to
surmount. They represent but do not fully govern. They make
Thailand more democratic, but do not make it a Western-style democracy.

Business

In many ways, the rise of the Thai political parties reflects the
emergence of the business class. Economic development has made this
class large and powerful. A combination of intermarriage and very
widespread economic opportunities has bridged the traditional gap
between Chinese businessmen and Thai bureaucrats. In earlier dec

ades, private business was widely defined as Chinese and corrupt,
while government bureaucracy was perceived as nationalistic and vir
tuous. Now the brightest young Thais frequently choose business over
bureaucracy. While the Chinese still have a hugely disproportionate
role in Thai business and banking, the ability of open Thai society to
assimilate, domesticate and expand upon Chinese business has been
decisive in the country's economic and political development. Thai
success in this respect contrasts sharply with Indonesian failure and
has been a key prerequisite of the Thai system's ability to assimilate
emergent social forces without revolutionary upheaval.

The Civil Bureaucracies

From King Chulalongkorn's time onward, Thailand's monarchy
sponsored a competent civil service with great power. Since Thailand
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did not experience colonization, it also did not experience the rise of an
all-powerful political party or armed force in the course of an indepen
dence struggle; this left the civil bureaucracies with a full share of
authority. Their power is undoubted. But their capabilities and func
tions have received less attention than their power and political games.
Despite widespread petty corruption (which they share with all Third
World bureaucracies), and despite the titillations of their political
power plays, the most important aspect of the bureaucracies is their
ability to perform their appointed tasks.Powerful civil bureaucracies
can be, as in contemporary China and India, centers of resistance to
modernization, and they can be financial black holes, absorbing a
nation's resources unproductively. Or, as in Taiwan and South Korea,
they can be the primary agents of modernization—at limited cost.

While the Thai bureaucracies are far from a model of modern,
honest, dispassionate, efficient management, and are not as effective
as their counterparts in South Korea, Taiwan and Singapore, they are
effective instruments of high policy. In the past generation, there have
risen to power in the bureaucracies several layers of highly trained,
experienced, reform-minded technocrats with Western educations
and concepts of efficiency. These technocrats have not replaced the
more traditional, corrupt, patronage-ridden system, but have mod
ernized critically important parts of it, informed the system with
rational economic calculation, established the national (as opposed to
regional, sectoral or family) interest as the highest priority, and
pressed for economic reform even in the face of great political diffi
culty. In doing so, they have consolidated the instruments of national
governance and economic modernization. They have promoted eco
nomic modernization and diversification, and they have prevented
powerful interest group pressures from leading to national bank
ruptcy. The Finance Ministry can set financial limits and priorities. The
Central Bank can manage the country's debt and police its banks. In

^Works such as John L. S. Girling, Thailand: Society and Politics (Ithaca, N.Y.: Cornell Univer
sity Press, 1981), chap. 4, analyze in considerabledetail (and with considerable precision) the
sources of bureaucratic corruption, patrimonialism, and monopoly, but generally fail to
differentiate the nature, extent, and consequences of such problems in Thailand from
counterparts in other countries. The key point about Thai corruption is that, although very
widespread, for the most part it is petty, decentralized, and not dangerously subversive of
the overall Thai system (contrast the Philippines) or of the effectiveness of the bureaucracies
in performing their basicpolicymissions(contrastNigeria). Thecrucialtask in analyzingany
Third World country is no longer to explain the existence of corruption, civil-military
conflicts,reactionsagainst penetration by international markets, and the like, but to explain
why some countries have more or less difficultymanaging such problems and why they do
so with different political,economicand socialoutcomes. In Thailand's case, what requires
explanation is the degree to which pervasive corruption has proved compatible with basi
cally sound economic policy and with a degree of political equilibrium.
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contrast with the Philippines,^ Thailand has effective institutions
through which the national business can be effectively managed.

As the economy has become more complex, and increasingly inte
grated into the world economy, these technocrats have given the civil
bureaucracies the management skills vital to national economic sur
vival. In contrast, the military, whose interventions in earlier days
were sometimes justifiable to ensure some simple forms of sound
management, no longer possesses the sophisticated knowledge to
address the nation's most pressing problems, a majority of which are
economic. As a result, power has shifted toward the civil bureaucracy,
as well as toward the middle class and business, and away from the
military—^but only as a shift in the balance. This shift had the support
of the monarchy, because it coincided, at least for the time being, with
the requirements of national growth and financial stability.

The Press

Thailand shares with Japan and (at least temporarily) the Philip
pines the luxury of having a truly free press. Thailand's press is far
more robust and lively than Japan's and far more institutionalized and
less the pawn of particular pressure groups than that of the Philip
pines. The press regulations of Singapore and Malaysia are far more
restrictive. The free press plays a major role in maintaining the Thai
system by exposing excesses and communicating the views of diverse
groups.

Intellectuals

Thailand's intelligentsia has not become a coherent political force to
the extent that occurs in many Third World countries. They are civil
ians and hence most oppose military dictatorship, although many
serve as advisors to key generals. Many Western-trained scholars have
a theoretical affection for democracy, but the professors are formally
civil servants and they have a distaste for the rough and tumble and
corruption of democratic party politics. Thai scholars, like their coun
terparts elsewhere, find commerce and industry distasteful; many
were attracted by socialist ideas in the 1970s, but the tragedy of Indo
china has made communism unattractive, and the contrasting failures
of socialist development and successes of market-oriented develop
ment in Asia have proved too obvious for an honest and well-trained
intellectual class to ignore. Hence it has been easier for scholars to
decide what they oppose than what they support. Instead of forming a

50n the Philippines, particularly the process whereby Philippine institutions ofgovernance
and development weredestroyed, see William H. Overholt, "TheRiseand FallofFerdinand
Marcos,"AsianSurvey, November 1986, which wasoriginallypresented to the conference on
Thailand that was the source of the papers collected in the present volume.
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coherent political force, they have served as advisors to all political
forces and, because so many are well-trained and because the mer
itocracy generally works, they have raised the level of economic dis
cussion and created a broader base of policy consensus than pre
viously existed.

As the 1980s have progressed, more and more younger scholars,
along with other able civil servants, have become willing to participate
even in business. This has facilitated the integration of the private
middle class into national political life. The intellectuals' disillusion
ment with most ideologies and their uneasy rapproachement with the
emergent business class have played a vital role in averting ideological
polarization and in maintaining Thailand's famous pragmatism.

Prime Minister Prem

Prem, a former army commander in chief, has served as Prime
Minister so long that his personal role has become a political force. He
personifies the central qualities of Thai politics, a moderate among
moderates, a balancer in a country of delicate balances. He is a genial,
relaxed Eisenhower figure (or, to those who dislike his austerity pro
grams, a genial, honest Gerald Ford figure^), whose lack of greed and
priority for national concerns contrast sharply with some of his prede
cessors. He reaches out to the civilian politicians without losing his old
military friends. He balances the army commander against other
senior generals, the army against ISOC (a counterinsurgency organi
zation), the older officers against junior officers, the military against
the political parties and business.

Prem is a member of no political party, but he is supported by a
constantly shifting coalition of parties who feel that he is good for the
country (or at least necessary to balance the military and the civilians),
not so strong as to step on their toes excessively, and not owned by any
of the parties or by the military or the bureaucracy. He also is sup
ported by much of the military and much of the bureaucracy. Prem
reaches out directly for advice to academics, technocrats and even
foreign business representatives negotiating with his government.
Perhaps his strongest support comes from the royal family. When
Prem was about to be retired from the military, the queen strongly
supported a petition by other officers for Prem to be kept on. Twice
during Prem's tenure as prime minister the king has risked his position

^ForAsian readers who may be unfamiliar with him, Gerald Ford was vice president of the
United States when President Nixon resigned and thus became interim president until the
next election. He wasknown as an honest, decent, congenialbut not inspiring or particularly
competent chief executive. I would argue that the comparison of Prem with Ford is unfair to
Prem.
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"above politics" to rescue Premfrom a coup. Thus, Prem has a broad
and powerful, albeit shifting, base of support.

The Bankers

Thai domestic banks are a potent politicalforce. Most are managed
by Thais of Chinese origin. The banks, particularly Bangkok Bank,
enjoy substantial oligopoly rents and impose very conservative finan
cial policies on most of the economy. Siam Commercial Bank is con
trolled by the monarchy and is a principal instrument of the monarchy.
Hence the banks draw the ire of businessmen, who feel squeezed; of
the military, who see the banks as symbols ofcapitalistgreed, Chinese
power, and corruption;and ofreformerswho would liketo weakenthe
entrenched aristocratic order.

Thai banks nonetheless have made a major contribution to the
country's development and to keeping the finances of the country's
business from being a source of periodic upheaval as in Latin America
and the Philippines. The bankers also have been a potent political
force, although never a dominant one. In the 1980s, the government
gradually has nudged the banking system in the direction of greater
competition and modernity, thereby retaining the traditional virtues
of the banking system (competence and financial conservatism) while
beginningto erode the privileged aristocratic position(and oligopoly
profits) of the leadingfinancial families. Banking remains a privileged
sector with nationalistic controls that (as with energy) often go well
beyond whatdispassionate economic analysis wouldjustify. Butprof
its no longer are assured, and political clout has diminished. The
process is very gradual, and the financial aristocracy has not given
ground willingly, but progress has been sufficient to yield a relatively
modern system and to limitpressures, most notablyfrom the military,
for sudden, drastic transformation.

TheMonarchy

Theking's weight in Thaipoliticshas now grown greater than at any
time subsequent to the 1932 overthrow of the absolute monarchy. In
the 1950s and 1960s, it served the interests of the military to begin to
exploit the king as the symbolof the nation. Thus he reemerged as a
political force, but a dependent one. In the mid-1970s, he playeda key
role; he facilitated the departure of the dictators in the 1973 student
uprising, and in 1976 he facilitated the reimposition of authoritarian
rule. Since that time, his influence has continued to rise. Indeed, on
most recent major issues, the king has been decisive. He has become
the most effective force for political stability and sound economic
management. He repeatedly has blocked coup attempts against Prime



168 Thailand: A Moving Equilibrium

Minister Prem and supported necessary but painful economic pol
icies. For instance, he backed Prem against the Young Turks coup in
1980 and against General Arthit's rage over the devaluation of the Thai
currency in 1984.

The king symbolizes the nation and has great capacity to mobilize
public opinion. Conservative military leaders have exploited the king
as their symbol of stability and traditional values; the students who
overthrew the generals in 1973 carried pictures of the king and queen
as symbols of rectitude and national will. The monarchy's economic
power, managed through the Royal Property Office, is pervasive. The
monarchy owns much of such major institutions as Siam Commercial
Bank and Siam Cement, has extensive real estate holdings, and plays a
role throughout the economy. A suggestion from the king to key
groups of businessmen can bring about significant economic shifts.^

The monarchy wants a military that is strong enough to ensure
security against border incursions and guerrillas, but not strong
enough to jeopardize the other interests of the monarchy. It wants to
avoid the emergence of any strong Communist political party. It wants
to ensure the continuation of a capitalist economy, with a powerful role
for the Royal Property Office. These priorities lead the monarchy to
support a limited democracy, to seek a government that is strong and
popularly based, but not too strong and not too populist. The king, like
the prime minister, is a master balancer.

Because of its extensive economic holdings, and because of the
long-term perspective of a family that came to power centuries ago, the
monarchy has an overriding interest in sound long-term economic and
financial management. This interest of the king has repeatedly proved
decisive in recent years, most notably when he repeatedly supported
Prime Minister Prem's government as it made politically dangerous
economic and financial decisions.

The Triple Equilibration

Since the 1960s, Thailand has experienced numerous threats to its
stability and economic development. The process of equilibration in
the face of these problems has been messy: a multitude of coups,
intrigues, personnel shifts, confrontations, coalitions, and policy
changes. But beneath the messy political stories is an underlying
process of equilibration. Thailand's politics is like a capitalist economy:
If one focuses, as most scholarly and journalistic accounts do, on day-

^The holdings of the Thai monarchy, and the extent of their economic influence, have not
been adequately detailed, in large part because of the deterrent effect of Thai Use-majeste
laws. The description of the king's role is based on interviews with businessmen and
scholars.
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to-day events and on the rise and fall of particular personalities, one
can easily miss the larger equilibration, just as one would if trying to
understand the American economy largely by following the fates of
individual firms and corporate leaders. The apparent instability pre
sented by Thai coups masks an underlying continuity.

Thailand in the 1950s and 1960s was characterized by relatively
traditional elite politics and economic management. The important
actors were the military and the bureaucracy, with the military exploit
ing the monarchy as a symbol of the nation and exploiting Buddhist
ideals to encourage domestic placidity. Economic management was
complacent and focused on the elite. Infrastructure development was
the primary development activity; it was conducted at a leisurely pace,
focused on Bangkok, and served the interests of the ruling elites. The
economy was largely commodity-based, and the polity was
unmobilized. In reflection of such complacent, elitist politics, the
government budget and the current account of the balance of pay
ments both typically ran comfortable surpluses. (To an economist,
inflation and resultant currency devaluations result from an excessive
money supply, usually caused by government budget deficits. To a
political scientist, budget deficits, excessive money supply, inflation
and devaluations result from strong pressure groups pushing on weak
governments. Thailand's pre-1970 situation reflected the opposite: a
strong government which could ignore weak pressure groups.)
Despite the coups, constitutional debates, and adjustments of eco
nomic policy, the period was a relatively stable pre-modern equi
librium. The social consequences of economic modernization
(described below) created minor disturbances, but initially the system
reequilibrated without moving. The traditional elites reshuffled them
selves, wrote and abrogated constitutions, but on balance conceded
very little of their traditional political and economic hegemony. Gov
ernance was of the old elites, by the old elites, and for the old elites.

This pre-modern equilibrium soon became disturbed far more fun
damentally, however, by three quite serious sources of disturbance: (1)
economic modernization, (2) external and internal security threats,
and (3) financial squeeze. Elsewhere in the Third World, these rein
forcing disturbances, impacting political forces very similar to those
operating in Thailand, often led to national bankruptcy, social chaos or
ruthless dictatorship. This was the case in other countries even when
the disturbances occurred with considerably less intensity than in
Thailand. But here, they created disequilibrium, followed by gradual
reequilibration to an outcome of characteristically Thai balance and
moderation.
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Economic Modernization

In Thailand, as elsewhere, economic modernization led to social
differentiation, political mobilization and exposure to potentially sub
versive ideas. A society of farmers became a society of farmers, many
kinds of workers, intelligentsia and a vast middle class. Each of these
groups had more education, more physical mobility, more commu
nication with people in similar circumstances, more exposure to new
political ideas, more awareness of what was going on in Bangkok and
greater likelihood of being approached by political organizers.

The principal force symbolizing and bringing these trends to bear
on national politics in the early 1970s was the student movement,
particularly the newly formed National Student Council of Thailand.
Under its leadership, the recently mobilized middle class, with the
support of the king and acquiescence of key parts of the armed forces,
expelled the dictators, Thanom, Praphat, and Narong. That October
1973 uprising had striking similarities to the ouster of Marcos from the
Philippines thirteen years later. Overnight, dictatorship was replaced
with democracy.®

This democracy expressed the anti-dictatorial ideals of the
emergent intelligentsia, the business class, nascent unions and all
segments of society affected by Western ideologies. But it was
extremely threatening to the established elites, for whom the concept
of popular sovereignty was anathema. Associated with the emergence
of democracy were fundamental social changes: the mobilization of
students, businessmen, farmers, and regions outside Bangkok; the
proliferation and development of politicalparties; direct participation
by businessmen in political decision-making, heretofore largely pre
cluded because business was associated with the Chinese; Social
Action Party efforts to decentralize decision-making and some govern
ment expenditures; widespread unionization and strikes; and numer
ous student demonstrations.

The mobilization of non-elite groups had major financial conse
quences. Until the mid-1970s, Thailand's social complacency was
reflected in recurrent government budget surpluses, national sur
pluses in the current account of the balance of payments, and an
extremely strong currency. Such financial strengths are characteristic
only of highly modern creditor states and of elitist Third World states
that do not face development pressures. Thailand had plainly

®The overthorwof the dictatorsis describedin allmajorworks on modem Thaipoliticsand
history. A particularly detailed account appears in Ross Prizzia, Thailand in Transition: The
Role ofOppositional Forces (Hawaii: University of Hawaii Press, 1985). See also the excellent
accounts in Girling, Thailand: Society and Politics and David Morell and Chai Anan Sam-
udavanija. Political Conflict in Thailand: Reform, Revolution, and Reaction (Cambridge,Mass.:
Oelgeschlager, Gunn and Hain, 1981).
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belonged in the latter category. From the mid-1970s onward, however,
it decisively joined the majority of Third World states which must run
substantial budget and current account deficits because of strong pres
sures for development spending. These financial changes are the best
indicator of the strength of the challenge to the old equilibrium.

But democracy quickly failed as a response to the disruptive ramifi
cations of economic modernization. The leadership of the democratic
government was drawn from the old elite. Even the innovative Prime
Minister Kukrit was a banker and a cousin of the king. The government
was anxious to placate established elites even while removing repre
sentatives of the old military leadership. It largely excluded the most
vigorous of the emergent social groups, particularly the students. It
did not press decisively for major changes, such as land reform. At the
same time, it permitted the organization of extremely vociferous
groups, including socialists and Communist fronts that demanded the
most far-reaching changes. Both the student movement and the politi
cal parties fell into fractious disarray. Thus the democratic regime was
simultaneously protecting the status quo, failing to organize a
coherent force for modernization, and facilitating the emergence of
organizations that would maximize the panic of the old elite. It did this
just when the collapse of South Vietnam and of Thailand's ability to
rely on American protection maximized the entire nation's security
fears. Only in South Korea in 1960-61 did a contemporary Asian
democracy sink more quickly into a hopeless muddle.

Democratic disorder culminated in October 1976 with bloody riots
between leftist and rightist students at Thammasat University, pre
cipitating martial law and the emergence, with the king's support, of a
regime under former Supreme Court Justice Thanin, that was as
repressive, right wing and monolithic as the democratic regime had
been open and pluralist. The Thanin government was ideologically
rigid at home and indiscriminately anti-Communist in foreign policy.
It promoted officials who were loyal but incompetent. It repressed
labor, students and the press. And it drove hundreds of student
leaders to choose association with Communists in the jungle. This
right-wing riposte to disorder at home and security fears abroad was
mild compared to what happened in other Asian societies threatened
with such disorder (such as South Korea and Indonesia in the 1960s),
but it was much too extreme for most of Thai society and failed far more
quickly than its democratic predecessor. Western analysts have almost
uniformly drawn the wrong conclusion from the 1976-77 repression.
This brief span of repression did not indicate a high risk of ruthless
dictatorship and a spiral into chaos and communism, but rather the
extraordinary ability of Thai society to reject such a system even under
conditions of maximum advantage to an aspiring dictator.
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It was as if a tank of standing water had been hit on one side,
sending a wave sharply to the left, then rebounding sharply to the
right. Following the rebound, the process of reequilibration began
with a coup by Kriangsak in 1977. Kriangsak embodied the virtues that
allow Thai society to equilibrate. He reinstituted the practice of
appointing high-quality advisors. He introduced a pragmatic foreign
policy, which followed through on a rapproachement with China,
appropriate to the aftermath of regional American hegemony. He
reduced censorship, released many prisoners, and made import^t
concessions to labor, while maintaining a centralized capability to
manage and limit social ferment. He held an election, but an
appointed Senate curtailed the freedom of maneuver of an elected
House. The political system had experienced a social shock and swung
left, then right, then reequilibrated.

It reequilibrated because Thailand possesses such a diversity of
competent and powerful elites and institutions that no group, even the
military, and no extremist policies can seize and retain power. In every
important area, such as security or finance, there is a coalition capable
of defending boundaries of moderation and rationality. (See the dis
cussion of boundary maintenance below.)

In 1980the Kriangsak government fell. It had suffered a gradual loss
of support due to the perception that it was excessively elitist, and its
demise was precipitated by its effort to introduce needed increases in
gas, oil and electricity prices. The senior military officer. General Prem
Tinsulanond, refused to support Kriangsak and subsequently
replaced him as Prime Minister. Under Prem, the evolution of political
forces described above has proceeded rapidly. Military influence has
diminished, and this trend has been marked by a series of failed coups
and the declining electoral performances of military-backed parties,
yet the military remains a strong political force. The civil bureaucracy
has steadily increased its capabilities and its political credibility at the
expense of the military. The bankers, like the military, have remained a
potent but diminishing force. The emergent forces of business, the
middle class, and to a lesser extent the intelligentsia—represented by
the civilian political parties—have steadily consolidated their roles.
But the parties remain factionalized, corrupt and the weakest of
Thailand's major political institutions. The king has risen steadily in
stature as the mediating, moderating and frequently decisive force in
this process of equilibration without consensus.

The Prem period has been marked by a steady struggle for political
power between military and civilian forces—and between the estab
lished civil bureaucracies and the emergent political parties and social
groups. While the struggles of the 1970s illustrated the Thai equilibra
tion process in response to severe external and internal shocks, the
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1980s show equilibration in a period of gradual change in the balance of
social forces.

The military, as noted is discontented with loss of its role as first
among equals, remains convinced that democratic process is corrupt,
and believes that the current political structure yields too much influ
ence to businessmen, Chinese Thais, and foreigners, especially Jap
anese and Americans. Moreover, each generation of soldiers is anxious
for its share of political power and patronage, and Prem has clogged up
the system by remaining in power so long. A successful coup either by
traditionalist officers seeking to restore military hegemony or by "pro
gressive" officers determined to destroy the banking aristocracy, dras
tically curtail the role of Chinese businessmen, and reduce Thailand's
dependence on the world economy, could disrupt the current equi
librium.

In April 1981, a group called the Young Turks^ launched a coup.
Their program emphasized greater discipline, a central political role
for the military, greater constraints on multinational corporations, and
takeover of the banking sector, agricultural trade and most middleman
operations. These latter demands were more an expression of frustra
tion than a non-negotiable program. The Young Turks also wanted
their share of the pie and although some of them were regarded as
idealistic, this demand was less negotiable.

The military leadership turned against the Young Turks. For the
first time in Thai history, the country outside Bangkok asserted itself
politically—and it weighed in on the side of the Prem government. The
king interceded to rescue the prime minister and the coup ended.

In November 1984, the government was beginning to get serious
about dealing with foreign debt and required a currency devaluation to
encourage exports and discourage imports. General Arthit firmly
opposed any devaluation. Prior to a trip to Washington, he demanded,
and according to his associates received, assurances that there would
be no devaluation. While he was in Washington, the government
devalued the baht, making it difficult for General Arthit to pay for
F-16s within his budget and costing the general's associates (who had
invested heavily in baht) tens of millions of dollars. General Arthit flew
back in a rage to Korat air base on the border and delivered a blistering
denunciation of the devaluation and of the prime minister.

This angry denunciation was so unacceptable in Thai culture (where
one must smile constantly, even in the most upsetting situation) that

^The most thorough work on the Young Turks is Chai Anan Samudavanija, TheThai Young
Turks (Singapore: Institute of Southeast Asian Studies, 1982),by a scholar who was closely
associated with the Young Turk movement. Excellent analysis of the Young Turk movement
from a different perspective is also available in unpublished work by Jeffrey Race.
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Arthit was disgraced in the court of public opinion. The king, deter
mined to support sound financial management, invited Prem to be his
guest in the palace for an extended period, and the newspapers dis
played pictures of king and prime minister at rest and play. The queen,
who had until then been Arthit's strongest patron, subsequently
refused to deal with Arthit even in official ceremonies. These develop
ments left Arthit politically crippled.

In the spring of 1985, Prem reappointed Arthit as commander in
chief of the army, thereby leaving the position most threatening to
Prem in the hands of a politically crippled general. This decision, a
gambit of political genius, was typically Thai and characteristic of
Prem.

On September 9, 1985, while Prem and Arthit were abroad, rem
nants of the Young Turks tried again, backed by some senior politicians
and by some retired and serving officers. Mounting only a small force,
they encircled a radio station, an anachronistic target in an age of
multiple communication networks. They failed to gain the support of
most of the military, and they were opposed by the monarchy and all
major sectors of public opinion. They were foolish enough to alienate
public opinion by shooting a number of people. Although the eco
nomic grievances they cited were a serious issue for the Thai public,
the coup was hapless.

Another group of officers, the Royal Elephants, were simul
taneously organizing in the manner of previous coup cliques, but the
failure of the 1985coup changed the civil-military game. The finesse of
the government, the firm hand of the king, the ability of a widespread
network of young technocrats to explain unpopular policies, the fac
tionalism within the military, the related lack of a coherent military
policy agenda and Arthit's advocacy of irresponsible fiscal policies had
at least temporarily destroyed the viability of a traditional coup.

In the spring of 1986, General Arthit took a different approach,
trying to beat the civilians at their own game. He used military funds
and pressures to induce members of the governing coalition to vote for
a no-confidence motion against the Prem government for having tried
to raise the tax on vehicles fueled by gasoline and diesel. This issue was
carefully chosen by Arthit's associates because of its similarity to the
proposed price increases that brought down the Kriangsak govern
ment. Arthit's colleagues sponsored the formation of a new political
party beholden to himself, on the assumption that the latest parlia
mentary alignment would vote Prem out and himself in. But Prem
boldly dissolved the government, called a new election and dismissed
Arthit. Without military position and funds, Arthit could not hold his
party together or conduct a coherent campaign. Without military
unity, he could not launch a coup. Without a record of advocating



V^^am H. Overholt 175

sound economic policy, he gained no support from the civil bureau
cracies, howevergreattheir distaste for the political parties' corruption
and vacillation. Lacking publicesteem becauseof what was perceived
as his un-Thaipersonal behavior, his economic demagoguery evoked
littlepublic support. Hence, despite the government's need to imple
ment politicallydangerous austerity measures, Arthit's gambit led to
his own political obscurity, and brought overwhelming defeat for the
military-backed parties and victory for the Democrat party, hitherto
the nemesis of the military, as the largest force in the subsequent
coalitiongovernment. The Democrat party also benefited from being
more organized than its competitors and from having coopted some
respected military figures into its leadership. Thus the result of Arthit's
last gambit was the 1980s' pinnacle of civilianpower and the nadir of
military influence in government.

The central strategy of military intervention in politics under Gen
eralArthitwasa reversalofthe military'straditional roleas an agent of
economic and social responsibility. Since the civilian technocrats had
become effective managers, the military's traditional intervention in
favor of fiscal responsibility and sound management became redun
dant. In its frustration, the military in this period sought a new,
populist role as an agent of financial irresponsibility—opposing
devaluation, advocating excessive military spending, and opposing
needed tax increases. This brought the military to its political nadir
and resulted in a triumph of the civilians, both bureaucratsand politi
cians. The collapse of military demagoguery under Arthit shows the
extent to which Thailand can protect itself against subversion of the
national interest by any single social force, even the hitherto most
powerful social force.

But the civilian parties' victory did not eliminate an important
military role. Many military figures retained high office. Prime Minis
ter Prem remained in office, and the military remained politically
outspoken. The Democrat party promptly fell out over the distribution
ofcabinetportfoliosand management ofPartyfunds, and the govern
ing coalition suffered serious losses over scandals regarding logs
imported from Burma, lese majeste during the campaign and other
issues. Meanwhile, the military, under the more canny leadership of
General Chavalit, a former intelligence officer, reinvigorated efforts to
mobilize rural groups neglected by the civilian parties and began
advocating a program of agricultural "revolution" that would, he
argued, make Thailand an "agricultural superpower." It remains to be
seen whether a combination of civilian fractiousness and such politi
cal-economic initiatives by the military can establish a broader civilian
political base for the military.
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This process of equilibration in the 1980s accommodated emergent
social forces instead of repressing them. Each group's actions were
constrained by the power of competing roups and by generally
accepted socialnorms that severely penalized excessivebehavior (such
as General Arthit's public display of anger). The consequences of
political demagoguery were limited by the powerful civil bureau
cracies led by modern technocrats. This contrasted with Mexican and
Venezuelan public acceptance in 1981 and 1982 of their presidents'
exchange rate policies benefitting the ruling elites that inevitably
would bankrupt their nations. Each Thai group moved with consider
able success to coopt members of adversary groups—the Democrat
party to recruit former generals and the military to mobilize farmers.
This contrasts sharply with, for instance, the polarization between the
South Korean military and the civilian political opposition in 1980,
when cooptation and cooperation were almost unthinkable. Competi
tion among military and civilian elites for all possible sources of sup
port (inside and, often more important, outside the electoral process)
led them into efforts to mobilize each possible social group, thereby
gradually drawing all significant groups into the political process and
into some share of benefits. (This process remains in infancy for small
farmers.)

The result of these Thai mechanisms was a political equilibration in
the face of powerful social forces that elsewhere led to political polar
ization and economic crisis. This occurred despite conditions that,
other things being equal, should have made adjustment especially
difficult for Thailand: Its rate of economic growth has been far higher
than most of the Third World, its security fears more severe and
immediate, and its exposure to representative insitutions much more
recent.

ThePolitics of Threatened Security

In the 1970s Thailand faced a formidable combination of external

and internal security threats. Its domestic Communist party was large,
growing, and supported by neighboring states. Socialist movemnents
and ideologies were spreading like wildfire in the mid-1970s. Thailand
had based its security largely on alliance with the United States. With
the announcement of the Nixon Doctrine in 1969, Thailand found itself
effectively abandoned. With the collapse of South Vietnam in 1975,
Thailand was almost surrounded by enemies with hostile ideologies
(Vietnam, China and to some extent Burma). Vietnam's invasion of
Cambodia and Laos confronted the Thais with the brutal colonization

of the two countries closest to Thailand in culture and identity, as well
as with an overwhelmingly superior and hostile military force on its
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border. There could scarcely have been stronger pressures for the
emergence of a garrison state—in this case a state with economic
priorities dominated by military requirements, a government domi
nated by the military, and a polity mobilized around military expedi
ency. However, the Thai system toyed with such a drift for only a single
year and reacted decisively against it.

There has been a Communist party in Thailand since the late 1920s.
Initially it organized primarily among discontented Chinese and, for
most of its history, it had substantial support from the Chinese Com
munist party. This core Thai Chinese organization established links to
Lao and Hmong minorities in the Northeast, to hill tribes in the North,
to various Chinese, Muslim, and bandit groups in the south, and to the
Malayan Communist party, as well as to a variety of discontented Thai
individuals and factions. Through the 1970s, many university intellec
tuals promoted Marxist ideas, the Communist party of Thailand
mounted a serious insurgency with Chinese support, and a group of
university students alienated by the brutal right wing coup of 1976
gave leadership backbone to the rural insurgency. As noted earlier, the
combination of this internal threat, the external Vietnamese threat,
and the expected vicious cycle of garrison state policies, economic
decline, and political decline led many foreign observers to believe in
the mid- and late 1970s that Thailand would be the next domino.

Instead, Thailand moved toward accommodation with China. Sub
sequently China, angered by Vietnam's invasion of its neighbors and
desirous of increasing its ties to economically successful Western-
oriented states, cut off the Thai insurgency in an effort to promote ties
with the West and to obtain Thai support against Vietnam and the
USSR. The Vietnamese have not been able to replace the Chinese
support of Thailand's guerrilla movement.

Domestically, Thailand did the opposite of moving toward a
repressive garrison state and letting military priorities drain funds
away from development expenditure. Sound economic management,
and a priority for economic development over fancy military equip
ment, led to economic success. Thai economic success, and the con
spicuous economic tragedies of Indochina, weakened the influence of
Marxist ideas among the intelligentsia, including many of those who
had fled to the jungle in 1976. Under Prime Minister Prem, lenient
policies of conciliation weaned back the alienated university students,
and most of the best young intellectuals became heavily engaged as
advisors to Prem, to various ministries, to business, or to military
groups. The army used a political cooptation program as its primary
tool to weaken the insurgency, and used competent, measured force
where it was absolutely necessary to destroy hard core guerrilla units.
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The idea of communism as a superior route to development was
destroyed by developments in Indochina. The image of the Commu
nist Party of Thailand has reverted to its older form: a collection of
miscellaneous discontented minorities with foreign, largely subver
sive support. In short, the Communist left is no longer a threat.

On its borders, the Thai government has carefully and accurately
calculated the extent of the Vietnamese military threat and the extent
to which it can be balanced by diplomacy rather than force. It has
comprehended that the Vietnamese army has enough to occupy its
talents in Cambodia without a major Thai conflict. Because of suc
cessful Thai diplomacy, whenever the Vietnamese lean too hard on
Thailand, China puts pressure on Vietnam. Thai diplomats have been
as effective as Thai domestic politicians in protecting the moving
equilibrium. The Thai army has had to fight real battles against Viet
namese intrusions across the border, but the Thais have correctly
assessed Vietnamese intentions as being directed toward defeat of
Cambodian guerrillas, not permanent seizure of Thai territory, and
they have calibrated their military efforts appropriately.

In retrospect, these balances and strategies fit Thai needs so pre
cisely that they appear obvious. But they were by no means obvious to
many domestic or foreign observers of the mid 1970s, and the weight of
American expert opinion was pessimistic about Thai prospects. To
assess Vietnamese intentions correctly during the process of Viet
namese invasion of sister states required great competence. To assem
ble a proportionate military response, rather than succumbing to para
noia, was politically difficult. To give priority to economic develop
ment over military power required great foresight. Toaccomplish tids
in the face of military ambition required great civilian political clout
and institutional balance. Toconstrain proliferating leftist movements
while coopting the guerrillas back from the jungle required the most
subtle political balance. The measure of Thai achievement can be seen
in the radically different evolution of policy and politics in Cambodia,
Nicaragua, El Salvador and the Philippines. Even by comparison with
South Korea, which also gave priority to economic development in the
face of overwhelming military threat, Thailand's ability to achieve
security without sacrificing social pluralism and political openness
represents a superior ability to balance security, economic and political
goals and through that balance to move constantly in the direction of
social equilibration.

ThePolitics ofFinancial Squeeze

As noted earlier, Thailand has followed a gradual approach to
development, promoting in succession agriculture and raw materials.
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light industry and now limited heavy industry. The keynotes of eco
nomic policy have been gradualism, diversification, relative com
petitiveness and openness, and conservative domestic financing.

The Accumulation of Debt. Despite all of this, the Thai economy was
affected from the late 1970sthrough the mid-1980s by high energy prices,
low prices for its agricultural commodities and raw materials, protec
tionism against textile and many other exports, and general slowdown in
the world economy. In addition, it faced unusual financial pressures
caused by emerging social demands for development expenditure and by
unusually severe security threats. Thailand, in short, faced the same
kinds of financial squeeze that bankrupted the Philippines, most of
Africa, and almost all Latin America, except that the problems confront
ing Thailand were worse than those faced by most of the countries that
went bankrupt.

These pressures emerged at a time when Thailand still faced major
warfare near its Indochina border, but no longer received massive U.S.
military aid, and when a revolution of rising expectations was just taking
firm hold among Thailand's rural population. Thailand therefore moved
from its traditional position, held for the entire century prior to 1975, of
being a substantial creditor and a banker to many parts of the world, to
being a debtor. Simultaneously it began running persistent government
budget deficits for the first time. The accumulation of debt became very
rapid indeed, and Thailand's debt service ratio reached 27-28 percent in
the mid-1980s (in comparison with a banker's rule of thumb that 20
percent is a prudent limit).

The Delay ofAusterity. This situation called for stem austerity measures.
However, given the insecurity of Thai politicians and senior officials,
early, decisive action was unlikely. Prime Minister Kriangsak was con
vinced by his advisors of the need for a drastic rise in energy prices. He
took their adviceand waspromptly overthrown. Thiswasa strong lesson
for his successors. In casePrem needed reminders of the unpopularity of
austerity measures, there was a major strike over a bus fare increase in
1982. Nobody wanted to advocate unpopular policies. In case anybody
did, a cabinet rule of unanimity nonetheless delayed serious action.
Virtually everyone privatelyacknowledged the need for austerity, but no
individual or group could afford to call for it. In 1983, the current account
deficit was larger than the country's international reserves, but still noth
ing was done. Allhad to wait until the last minute, so that everyone would
be forced to act at once.

This indecisiveness was a direct consequence of Thailand's system of
dispersed power, competing elites and aristocratic rather than dictatorial
political structure—^which requires broad consensus before action can be
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taken. Thailand'sdelaysin responding to the accumulation ofdebt paral
lelJapan'sdelaysin responding to internationalresentment overJapanese
trade policies resulting from Japan's congruent political structure and
need for consensus. The delays badly frightened many of Thailand's
bankers. But, as in Japan, the delayscreated by the need for consensus are
offset by competent implementation once decisions are taken.

Devaluation. Bylate 1984, most of the elite had looked over the edge of
the financial chasmand was convincedof the need for urgent measures.
The November 1984 devaluation was a major political turning point. It
discredited the opposition, particularly the military forcesled by General
Arthit. Since the opposition said devaluation would have no positive
effects on exports, and various manufactured exports leaped by 15-50
percent in a recession year, it also discredited much of the opposition
intellectually.

The devaluationwasartfullyhandled in terms ofpoliticsand timing. It
came after a month when inflationhad been negative, so the inflationary
impact was minimal. It came when it was unexpected. Congress was
closed and General Arthit was abroad.

Eastern Seaboard Development. A second major policy issue crucial to the
country's financial viability was the fate of the heavy industry program,
focused on the Eastern Seaboard Development Plan, calling for a new
port, other new infrastructure, a major fertilizercomplex,and petrochem
ical plants of various kinds. The gradual approach to industrialization has
powerful opponents. Key figures on the National Economic and Social
Development Board (NESDB), backed by key industrial interests, sought
rapid growth through a leap into heavy industry even though it would
worsen income inequities and enlarge foreign debt. But the Bank of
Thailand, the Ministry of Agriculture, the Ministry of Commerce, the
International Finance Corporation of Thailand, and most academics advo
cated a more gradual approach in the interest of better income distribu
tion, lower inflation, and control of foreign debt.

The competition between these schools of thought first led the heavy
industrialists to limit their proposals. Steel mills never were seriously
advocated, and a proposal for a Thai car was quickly defeated. (Contrast
Malaysia, where the Proton Saga car project, justified by preposterous
market estimates, never encountered effective opposition.)

Second, the projects that were proposed were subjected to a very
rigorous, open cost-benefit analysis. The Bank of Thailand brought great
resources to this process. The press gleefully announced each occasion
when the industrialists' intellectual balloons were punctured. (Contrast
Indonesia, the Marcos Philippines and Malaysia, where such press
reporting would have been suppressed.) Many other projects were cut.
The remaining projects (a new port, a fertilizer plant and others) were
stretched out. The mood of austerity was such that the fertilizer plant.
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whose cost the World Bank estimated at $400 million, ended up costing
only $240million.

The result was a reasonable, gradual, financially viable approach to
industrialization. Not every project is cost-effective. But the contrast with
nearly every other Third World country is dramatic.

State Firms. Although the Thai government share of GDP is small,
there is a government budget deficit problem, and two-thirds of public
sector foreign debt was acquired by state firms. The state enterprise sector
earns a net profit, but the NESDB discovered that this sector was increas
ing employment more than 10 percent per year even in recession years,
and that drivers in state firms earned more than mid-ranking officials in
government ministries. So a program of privatization was announced,
covering such enterprises as the Erawan Hotel, the BangPa-InPaper Mill,
and rice and jute mills. The unions strongly opposed this program, and so
far the program is stronger on planning than implementation. The precise
outcome is difficult to predict, but Thailand avoided the vast proliferation
of loss-making state enterprises characteristic of most Third World coun
tries. It is likely to sell off a number of the loss makers, and to limit
overemployment and excessive salaries in the rest. And it has not dis
torted the privatization process, whose rationale is to sell off inefficient,
loss making state enterprises, to sell off the profitable enterprises to
politically favored groups as is occurring in Malaysia. The result has been
a great victory for sound finances.

Fees. Meanwhile, since the big money losers among the state firms are
buses, water and railways, the government has hiked bus fares and
whittled away at other deficits. A huge potential loser, although currently
profitable, was the Telephone Organization of Thailand (TOT), run by
none other than General Arthit, so the Ministry of Finance refused to
guarantee TOT's loans. The government also raised auto taxes and
imposed 1984-level credit ceilings to restrain spending.

Military Spending. Perhaps the largest single threat to Thailand's credit-
worthiness has been the military budget. General Arthit planned to buy
F-16aircraft, more noteworthy for their expense and prestige than their
Third World utility; multiple rocket launchers, which even the United
States regards as ineffectual; and an automated air defense system. The
combined costs of these and other items of military gadgetry would be
staggering. Not wanting to confront General Arthit, Prem did not offer
serious opposition in principle. But the government quietly imposed a
rule that the public sector's foreign debt service ratio must never be
allowed to exceed 9 percent. The chief effect of this rule will be to restrain
the military, which will be held up as the cause of potential financial
disaster if it pushes too hard to exceed the limit.

There have been other key demarches in the financial battle, notably
over sugar and rice. Export taxes on these commodities have been
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reduced and subsidies limited despite political controversy and vacilla
tion. Many key problems remain. The government needs to raise fuel
priceshigher, to acton privatization, to strengthen the tax system and to
avoid excessive subsidy of rice prices. But the central point of these
examplesis that the government acted in time (though just in time), that
by allestimates its actions wereeffective, and that political sophistication
ensured the implementation of difficult policies. The debt service ratio
moved sharply lower in 1986-87.

Boundary Maintenance in the Moving
Equilibrium

The Thai moving equilibrium is a political economy that constantly
changes its structure in response to domestic social change and, sec
ondarily, to international pressures, but moves at a relativelymoderate
pace and reequilibrates within certain boundaries: The moving equi
librium has been designed to preclude national bankruptcy, loss of
national sovereignty, widespread bloodshed or the emergence of any
form of monolithic dicatatorship. The moving equilibrium has weak
nesses and great strengths which can be appreciated only by under
standing the Thai system without the distortions imposed by the
perspectives of Western democratic institutions and Asian dic
tatorships.

Political BoundaryMaintenance

Thailand's moving equilibrium avoids violent, discontinuous
change and maintains a balance among a variety of institutions and
goals because of fundamental features of Thai social structure.

First, social power is dispersed. Politicalpower is dispersed among
the military, the monarchy, the civil bureaucracies, the political par
ties, the bankers, business, the intelligentsia and the clergy. Economic
power also is widely dispersed. Dispersion of economic power and
dispersion of political power reinforce one another. Competence, the
ability to undertake specific tasks vital to society, also is widely dis
persed among these same groups and this further supports the con
tinued dispersion of economic and political power.

But these resources, or bases of power, are not dispersed atoiri-
istically. They are clustered in units of marked competence. The Cen
tral Bank and the Ministry of Finance have the power and the compe
tence to regulate the financial system. The Ministry of Agriculture has,
in contrast to other Third World counterparts, the power and compe
tence to regulate many of the most important aspects of agriculture.
The military is competent to fight guerrillas. The government institu
tions are competent because they are run on the basis of meritocracy
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(unlike other Third World countries) and because they must maintain
competence to defend themselves against other bureaucracies that
would intrude on their turf. The business enterprises and banks are
competent because they are forced to compete with one another at
home and often with foreign institutions. Only the political parties
exhibitweaknesses ofthe severity that one associateswith Third World
institutions, and even they are more developed than most in Third
World multi-party systems. This marked institutional competence is
the singlemostimportant reasonforThailand's economic and political
success as compared with most of its Third World counterparts,
especially its South Asian and African counterparts.

These institutions have integrity. The military has not coopted,
subverted, or cowed the civil bureaucracy. Within the civil bureau
cracy, on vital policyissues technocraticcalculationsoutweigh patron
age interests. Thekinghas not gained controlofbusiness and banking.
The political parties have not subverted the technocrats for political
patronage. The press is not subservient to any single power group.
These institutions have great influence over one another, but none
controls the others. This outcome is the polar opposite of the pre-
AquinoPhilippinesituation, where one clique, organized around Fer
dinand Marcos, came to exercise almost total control over the civil
bureaucracies, the military, most major banks, most major businesses
and all of the press. The competition among Thai institutions, both
official and private, keeps those institutions constantly honing their
skills and defending their power bases in order to maintain their
positions. This ensures that the Thai moving equilibrium will be a
muscular equilibrium, not an equilibrium of institutional flab like that
of India, whose institutions are cosseted against competition.

The competence and integrity of institutions enables the system to
pursue more than one goal simultaneously. More than that, it ensures
that no single goal, such as military power, can become dominant over
other goals, such as financial solvency or economic development.

Competition among institutions createsalternative power bases for
individuals and groups. The competitive pursuit of different goals by
different institutions, and widespread recognition that such competi
tion is legitimate, creates space in which individuals and groups can
pursue their own choices. Bylimiting the extent to which any institu
tion can circumscribe choices, it creates freedom.

While the institutions and power groups maintain their integrity and
compete, and while their cooperation is seriously imperfect, as it is
everywhere, they nonethelessmaintainan overarchingabilityand will to
collaborate in the national interest. To defend the country, the foreign
policy authorities, the economic developmentbureaucracies, the police,
and the military collaboratesufficientlyto get the job done. The extent to
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which they compete with one another, and the interstices in which
cooperation fails to occur, have become the subject of a considerable
literature, which identifies an important truth. But the more important
truth is that, after discounting for all the competition and failures of
cooperation, the vital tasks of defending the nation, managing the cur
rency, promoting the conditions for economic development, and mini
mizing violenceget accomplishedthrough coordinated effort of a degree
that seldom occurs in Africa or Latin America.

Policy coordination has multiple causes.The king plays an important,
often decisive role. The technocracy has a shared identity, training and
devotion to national interest that—on the most vital issues—transcends
many institutional rivalries. Moreover, there are overlaps in the mem
bershipsofkeygroups. Politicians become monks. (Every Buddhistboyis
supposed to do so at least once.) Many generals sit on the boards of
Chinese-dominated businesses. Numerous businessmen become politi
cians. Scholars becomeofficials. Leading officials, politicians and gener
als consult scholars. Through a combination of overlapping mem
berships, shared historical experience, national pride and coordinating
roles like that of the king, the Thai polity has achieved an ability to
integrate competing interests and do what is necessary to serve the
national interest on the vital national goals that define the moving equi
librium.

This is the achievement that distinguishes the Thaipolity most sharply
from its Spanish American counterparts, where the Argentine military
was willing to bankrupt the country to purchase what it wanted, the
Venzuelan ruling elite was willing to overvalue the currency and bank
rupt the country so that certain socialgroups would be able to buy cheap
foreign goods, and no national mechanism or consciousness existed to
subordinate such narrow interests to a larger national interest. In
Thailand, when General Arthit pursues similar policies, the system of
competing groups and collaborating institutions stops him.

Finally, the Thai moving equilibrium has succeeded in limiting the
violence associated with social change and political competition. Of
course, violence does occur in Thailand. Students got killed in 1976.
Peasant leaders were assassinated in the mid 1970s. Conflict between the
military and the Communist Party ofThailand killed people. Thai society
is not placid. But 1976-77 was very unusual and the Thai system has
undergone an extraordinary series of transformations, under very
stressful circumstances, with far less violence than similar transforma
tions in Indonesia, the Philippines, South Korea or Malaysia (note the
Malay-Chinese riots of May 1969 and the periodic smaller outbursts that
are becoming more frequent).

Thai society achieves these limitations on violence in various ways.
Thai society has come to accept group competition as normal and corres
pondingly to accept that no social group can be allowed to seek the
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complete destruction of any other social group. The interpenetration of
groups facilitates acceptance of this norm. Buddhist emphasis on non
violence helps to limitviolence, and the special Thaiemphasison polite,
smiling^ civilized behavior in adversecircumstances (thenorm thatwasso
devastating to General Arthit's ambitions) gives special weight to Bud
dhist values. Above all, Thailand's competing multiple power centers
accommodate emergent groups more easily than more monolithic sys
tems; in recent years, their competition has forced them to seek out new
groups for political support.

The utter instabilityof Thailand's top leadership reflects the system's
sensitivity to social changes; the strengtheningofa social force asa result
of economic developmentquickly leads to a realignmentof the country's
highestleadership. Thisresponsiveness and ability to accommodate new
groups takes the form of unstable top leadership and simultaneously a
profound stability in the moving equilibrium.

Security BoundaryMaintenance

Thailand has maintained its security as a small, open, capitalist
state surrounded by states with hostile ideologiesand long histories of
ruthless efforts to dismember Thailand, to force it into a tributary
status, or to transform its ideology. It has retained a remarkable con
tinuity and integrity of the basic Thai system despite challenges of
social mobilization, new ideologies, and support of subversive move
ments from sanctuaries in neighboring states.

Its ability to do this begins with the basic institutional competence
of its military and police forces. But its military forces are nonetheless
not comparable in either counter-insurgency capabilities or subversive
capabilities or conventional military power to those of China or Viet
nam. In organizational quality, Thailand's military and police are
greatly superior to those of the Philippines or to most Latin American
and African countries, but on a global scale they are middle rank
whereas South Korea's and Taiwan's and Vietnam's are top rank.

Thus Thailand's ability to maintain its security depends primarily
on broader qualities: on the competence of its economic and political
institutions as well as its military and police, on the ability of the Thai
system to maintain a balance among these diverse institutions, and on
an ability to direct those institutions toward common national goals.
Domestic security derives from a combination of competent military
force, police intelligence, economic administration and political bal
ance. Thailand's foreign security derives from competent military
force, an ability to draw large-scale economic and military resources
out of the foreign environment, and superb diplomatic ability to bal
ance the United States against the Communists or China against Viet
nam. These are the same skills that in a previous era enabled Thailand
to maintain its independence by balancing France against Britain.
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Thai skills at maintaining a complex domestic security balance
derive from the underlying equilibrium of its institutions. Thai skills at
maintaining a complex, shifting balance of international alliance
derive from the diverse, coordinated competent balance of its domes
tic institutions. In short. Thai securityderives from the moving equi
librium.

Financial Boundary Maintenance

The government is able to take the difficult decisions necessary to
maintain the country's financial viability under adverse circumstances
for a number ofreasons. First, the historical experience of the region
has convinced the Thais that bankruptcy entails loss of sovereignty.
Waiting until the last minute to act is built into the aristocratic national
political structure, but failing toactis treason. This sharedperception,
and the will to act on it reflect a truly national consciousness. This
national consciousness contrasts sharply with the Philippines and
most of Latin America, where the rhetoric of nationalism is more
prominent but the reality of decisions reflects the willingness and
ability ofparticular elitesto incurnational bankruptcyin the pursuit of
their self-interest.

Second, the king is enormously popular and powerful, and he
identifies the interests of the monarchy with long-term financial
responsibility. He is willing to engage the reputation and future of the
monarchy to ensure sound management.

Third, throughout governmentand business there is now a genera
tion of powerful, brilliant technocrats, highly trained and aware of
nation's problems and basicoptions. They are fiercelynationalistic and
thereforeopposed toexcessive dependence on foreigndebt. And often
they come from very wealthy aristocratic families and so can speak
without fear when they feel their country is at risk. There is a broad
technocratic consensus on the seriousness of the problem and the
nature of the solution. This consensus reflects a shared competence,
which in turn derives from the government's commitment to appoint
and promote highly educated, competent, often foreign-trained offi
cials at the expense of old guard interests and patronage considera
tions.

Thailand's competent, powerful institutions have been sponsored
by the monarchy. The military-based regimes have fostered them. The
civilian governments have not allowed patronage politics to subvert
them to the degreethatoccurred in countries likeIndiaand the Philip
pines and recently even Malaysia. The technocracy has far greater
depth than Indonesia or the Philippines, where striking competence
seldom exists below the top two tiers of the bureaucracies. In the
private sector, notwithstanding a degree of oligopoly, competition
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fosters gradually increasing competence and efficiency in Thailand's
financial institutions. Recently a combination of difficult times and
stern Central Bank and Ministry of Finance decisions have fostered
further efficiency in the private sector by weeding out the manage
ments of weak firms.

Fourth, theweakness oftheparty politicians andthedisunity ofthe
military undermine the primary proponents of financial irrespon
sibility, leaving the technocrats and their institutions with the crucial
margin of political advantage. Theoretically armies should not be
divided and representative institutions should be strong, but in this
case the weakened condition of both was a prerequisite of national
solvency.

Fifth, Prem isbrilliantatfinding politically palatable ways of moving
towardsolutionsto the need forausterity. Buthis talents should not be
viewed merely as the luck of a single personality. The Thai system
inculcates such qualities, shared bytheking andother key politicians,
andeven exhibited by the political finesse with which themilitary has
contained the Communist guerrillas.

Goal Attainment in the Moving
Equilibrium

The central thesis ofthis chapter is that theThai system constitutes
a moving equilibrium which maintains itself by delivering certain
valued achievements.

The competence ofits institutions delivers moderately rapid eco
nomic development.

The diversity ofits institutions and social power centersand values
creates a broad distribution of political power, economic power, and
prestige.

Competition among institutions—private, government, and mili
tary—hones their skills andenhances their efficiency in thesame way
thatmarket competition does in a capitalist economy.

The decentralizatibn ofsocial power and prestige, together with a
strong national identity and certain coordinating forces such as the
monarchy and the technocracy, create an unusual ability to accommo
date emerging social forces.

Competitionfor influenceamong diverse institutions, and the inse
curity of top leaders, leads them to compete for the support of all
potentially influential groups andover time mobilizes each group and
bestows influence upon it. Inthis way itgradually creates representa
tion.

Competition among institutions and social groups, and diverse
bases of prestige and money and power, create social space which
provides individuals andgroups witharemarkable degree offreedom.
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The system's ability todeliver substantial levels ofgrov^th, develop
ment, economic resilience, representations, freedom, military force,
and police intelligence provide Thailand with a high degree of
security.

Weaknesses of the Thai Equilibrium

The equilibrium's impressive virtues coexist with certain distinct
limitations which derive as inexorably from the structure of Thai soci
etyasthevirtues. Onecrucial limitation isthatThai decision making is
slow and frequently ambiguous. Whena policy is required for finan
cialausterity or for foreigninvestment in energy development, senior
officials are afraid to decide because they have little job security in the
face of a negative reaction from any sector. Each official waits for
someone else to broach the issue. The ministry in charge passes the
responsibility to another ministry. The government forms a commit
tee, dissolves it, forms another. While temporizing behavior occurs in
all governments, itisextreme inThailand andJapan—and a good deal
worse in Thailand, because when the Japanese government finally
makes a decision, it usually sticks, whereas the Thai decision fre
quently does not.

Closely associated with suchtemporizing is the Thai governments
need to give heavy weight to political considerations when choosing
economic policies. The cabinet cannot offend many constituencies
very much in theinterest ofeconomic efficiency, because the political
base of any cabinet is always tenuous. The need to pay a heavy eco
nomic price for political caution is particularly evident in suchsectors
asenergy and finance. During theperiods ofhighoil prices (1973-85),
Thailand paida terrible price forimposing unreasonable, uneconomic
constraints on operations of foreign oil companies. By limiting the
price it would pay for natural gas toa level that was noteconomic for
Texas Pacific, by erratically altering contracts with companies that
discovered oil and by other economically irrational policies, Thailand
reduced its growth rate, expanded its national debt and increased
unemployment needlessly. Thailand was a moredifficult environment
for a foreign oil company than war-torn. Communist Angola. Butthe
political structure made thisnecessary; for a decade every senior Thai
official who made an important energy policy decision in favor of a
foreign oil company lost his jobwithin six months.^"

Again, delays and tradeoffs between economic efficiency andpoliti
cal support are universal, but the extent varies from one country to
another. Thailand paysa heavier pricein this respectthan SouthKorea

lOThis comment is based on interviewswith respected officials and former officials vsdth
direct experience of the pressures.
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andTaiwan. No Thai leader could ever emulate Park Chung-Hee, who
restored diplomatic relations with Japan in 1965 to revive vitally
needed economic ties, despite almost universal public revulsion.
Thailand was unable to emulate South Korea in extraordinary and
rapid adjustments to the rise ofimported oil prices (very high domes
tic fuel prices, severe and immediate austerity). So, whereas South
Korea and Taiwan can grow 10 percent a year in favorable times,
Thailand typically will grow 7percent insimilar years. And particular
sectors in Thailand suffer severe opportunity costs. Nonetheless,
Thailand's economic policies are sufficiently rational that its growth
rate is much higher than that of most of the Third World and more than
twice the historic average growth rate of the Western democracies.

The democratic vulnerability ofThai political leaderships also limits
the country's ability to alter its income distribution through such
means asland reform. InThird World countries, only dictatorships can
impose vigorous land reforms. Tothe extent that Thailand is an aristoc
racy, the landed interests of most of the aristocracy would preclude
redistribution. To the extent that it is a democracy, landlords would
have a better chance of election to parliament than tenants and this
would preclude redistribution. (Tenants in poor countries lack the
funds, education, and access to media necessary for effective cam
paigns.) But Thailand is fortunate in having had a land surplus until
fairly recently, and there were severe restrictions on individual land-
holdings until the 1950s—so the problem of agricultural tenancy isfar
less severe than in the Philippines and most of Latin America.
Thailand will remain a country of dispersed economic power butwill
not become an egalitarianeconomylikeTaiwan or South Korea.

Thailand also is limited in its ability to undertake drastic admin
istrative reform. Any group desiring toeliminate bureaucratic corrup
tion or install Korean-style super efficiency would fun afoul of the
vested interests of Thailand's most powerful elites andthepatronage
needs of its political parties. The rise of Thailand's technocratic elites is
impressive, far exceeding anything that has been accomplished in
most oftheThird World, but theirreforms have taken ageneration and
a half to accomplish what Park Chung-Hee did in a single decade.
Whereas South Korea's technocracy pervades the whole admin
istrative system, Thailand's technocratic elite is superimposed on a
civil service that is heavily traditional and corrupt. Thailand's advan
tage compared to the Philippines is that the Thai technocracy is
spreading and winning victories; its disadvantage compared with
Korea is the considerable momentum ofthe moving equilibrium.

These limits onthepace anddepth ofreform have great significance
for the Thai military's ability tocope with severe conventional military
threats. While thepolitical skills oftheThai military and theircivilian
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counterparts enable them to combat domestic guerrilla movements,
theyalso inhibit theruthless discipline possessed bythe armed forces
of South Korea, Taiwan, or Singapore. Such stem discipline would be
essential in a direct confrontation with the fighting forces of Vietnam.
Thailand must rely on wise diplomacy and international alliances
rather than brute force to defend its borders.

Thailand's equilibrium also is potentially vulnerable to disruption
by international economic forces. TheThaieconomy has become inte
grated intotheworld economy. The welfare ofitspeople andtheability
ofitspolity tocurrysupportbybestowing domestic economic benefits
depend on world commodity prices, global financial stability, a rela
tivelyopen trade systemand the abilityofthe largereconomic powers
to avoid precipitating another depression. Interdependence in the
worldeconomyisboth a strength and a vulnerability. Thecomparative
experience of Northand SouthKorea, to takebut one obvious exam
ple, indicates thatNorthKorean autarky provides noassurance against
national poverty and bankruptcy and that South Korean reliance on
international markets inclucates an economic flexibility and resilience
that provides shock absorbers against all but the most calamitous
international economic developments. A comparison of Vietnam or
North Korea with Thailand similarly indicates that autarky and cen
tralized control breed economic weakness and vulnerability, whereas
acceptance of interdependence with global markets breeds strength
and resilience. Competition strengthens an economy just as exercise
strengthens muscles. Adaptation to changing markets inculcates
resilience. On balance, Thailand has a vulnerability of some signifi
cance now, when the world economy is in an uncertain state, but its
openness isusually a source ofstrength and probably will prove tobe
so even in the difficult years of the late 1980s.

In broader perspective, the Thai equilibrium's most serious weak
ness is that it has not so far become enshrined in any explicit consensus
about the proper structure of the systemor the rolesof the key elites
within that structure.The Thai equilibrium has balance: No goal,
such as national security, is allowed to drive out other goals, such as
economic development or political dignity. It has moderation: Noelite
tries to destroy any otherelite. And there is an amorphous, difficult-
to-prove but very real area of agreement (more than in other Third
World countries) at any given moment on what the national priorities
shouldbe and roughly whatkindsofpolitical structures mightimple
ment thosepriorities. Butallthosevirtuesfall farshortofthorough^-
ing political and economic consensus. The military is still convinced

i^This point about lack ofconsensus is articulated forcefully in Chai Anan Samudavanija,
"Political Institutionalizationin Thailand: Continuity and Change/' in RobertA. Scalapino,
SeizaburoSato,and YusufWanandi, eds., Asian Political Institutionalization (Berkeley, Calif.:
Institute of East Asian Studies, University of California, 1986).
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that it should playa dominant role. Themilitary and the civil bureau
cracies have considerable contempt forthecorrupt andfractious politi
cal parties. The political parties are convinced that only democracy
dominated by themselves can be legitimate. The Thai virtues of bal
ance, moderation, shared perceptions and institutional competence
givethe country a decisiveadvantage overmost Third Worldstates but
the lack ofan explicit consensus implies greater vulnerability tobreak
down than would exist with a more clear-cut compact. To offset this
vulnerability, Thailand has become increasingly dependent on the
wisdom and health of a single individual, the king.

Today the key riskto theThai equilibrium is itshighand increasing
dependence on the king. He willbe 60yearsold in December 1987 and
has some history ofheart problems, sohis health is a matter ofgrave
concern. To get through the current financial turnaround, Thailand
needs his good health. To moderate the most intense civil-military
disagreements, Thailand needshis intervention. Prem is replaceable.
The king currently is not. Whether the monarchy can produce an
equally able and respected successor remains in some doubt. And
Thailand will need a good many years for other trends, such as the
emergence of the technocrats, to overcome the system's dependence
on the king. Nonetheless, the flexibility of the Thai system and the
diversity ofits talents provide considerable basis foroptimism that the
system could equilibrate even in the absence of its modest monarchical
giant.

Thailand in DemocraticPerspective

This essay hasarguedthatThailand's moving equilibrium must not
be judged through the lens ofAmericandemocraticinstitutions, a lens
which portrays Thailand as a half-baked and peculiarly unstable
democracy. Such a lens highlights that Thailand's representative pro
cess does not work the way America's does, but this lens masks the
degree of openness, representation, and freedom that Thai society
does provide. Nor isit appropriate tojudge Thailand through thelens
of Asian dictatorial development, a lens which highlights the
instability of Thailand's top leadership and masks the underlying
tendency toward equilibrium. Both lenses obscure thesteady ability of
the system to deliver the major outputs one expects from successful
economic and political development.

It isnonetheless instructive tocompare Thailand's outputofvalued
social results with the output of the other kinds ofsystems. Thailand
does not deliver the puredemocracy and freedom ofthe Philippines
between 1946 and 1971, but it does deliver a fairly high degree of
openness, representation and freedom. Thailand does not deliver the
10 percent growth rates that South Korea regularly achieves in good
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times, but it bumps along in good times at 7 percent—whichis two to
three times the historic growth rate of the United States and a good
deal higher than most of today's Third World.

A comparisonwith the Philippines can illuminate the special vir
tues of Thailand's moving equilibrium.while Thailand's political-
economic experience has been quite different, it has been rooted in
similar conditions. The two countries are of similar size, with similar
populations, similar ethnicdiversity, and similarly spectacular endow
ment of natural resources. Thailand has faced more serious interna
tional security problems, and it entered the modem era with far less
education and economic infrastructure than the Philippines, so it
would have been expected to perform considerably worse than the
Philippines, but in fact it hasdonefarbetter. Thissuggeststhat lessons
can be learned by comparing the two systems.

The Philippines' democratic experience strongly suggests that
Western democratic institutions in their pure Washington and West
minster forms cannot resolve certain critical problems of Southeast
Asian modernization. If Thailand were to adopt identical institutions,
it might suffer similarproblems. In the absence of strong institutions
like Thailand's, democratic patronage fosters runaway corruption;
adversary judicial procedures preclude justice for poor people (who
can't afford lawyers) and inhibiteffective response to crime; and dem
ocratic checks and balances inhibit reform of all kinds, especially land
reform and administrative reform. Democratic representation
enhances the power ofprotectionist elites and precludes rapid devel
opment. Crime, inequality, corruption, institutional decay, and incon
sistent economic development policies might prove overwhelming;
they have done so in most of the Third World. Virtually every post-
colonial country initially tried a relatively pure form of Western
democracy and failed because ofinability to deal with such problems.
Thailand does better in tackling such problems, and thus avoids the
risk of collapse into ruthless dictatorship. Thus Thailand's long-term
prospects for democratic success are better than those of countries
which leaped into pure democracy.

Second, the Philippines' dictatorial experience shows how a dic
tator's promises of valid reform programs can be used to destroy
institutions and to worsen problems of growth, inequality, corruption
and crime. In this situation, society pays a huge political price in the
expectation of South Korean-style economic and social benefits but
receives a negative economic and social return.

i^For full comparative analyses of the parallel aspects of the Philippine situation, see
Overholt, "Riseand Fallof Ferdinand Marcos," and idem, "Pressures and Policies:Prospects
for Cory Aquino's Philippines," inCarl H. Lande, ed..Rebuilding a Nation: Philippine Chal
lenges and American Policy (Washington, D.C.: Washington Institute Press, 1987).
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The Philippine experience does not show that the basic economic
policies of the Asian model (competition, market orientation, export
led growth) do not work in Southeast Asia; it shows what happens
when those policies are advocated but notimplemented.At the same
time, one must be careful about trying to transplant the detailed
institutional mechanisms that work in small, homogeneous, Confu
cian societies (South Korea, Taiwan, Singapore) to larger, hetero
geneous, non-Confucian societies like Thailand and the Philippines.

Thecontrast between the Philippines and Thailand shows the value
of Thailand's highly developed institutions—especially the civil
bureaucracy, themonarchy, competitive business, thefinancial system
and increasingly the army—as compared with the tragedy of institu
tional destruction in the Marcos Philippines. Without sound institu
tions, society has no shape, the economy has no confidence, and the
individual has no rights. Thailand's institutions have considerable
resilience and staying power. In theory, they could be threatened by
destructive popular reaction to the inferior current statusofrepresen
tative institutions (the political parties and parliament); this tension
must be resolved by strengthening representative institutions rather
than by weakening the others.

Recent Philippine history also demonstrates the danger of a com
bination of overinvestment in prestigious heavy industry projects,
excessive reliance on foreign borrowing, and corruption. This triad
holds together because the huge borrowings associated with heavy
industry invite corruption. The prospect of quick corrupt gains
encourages overinvestment in heavy industry. And focusing the
national economy on projects that have little likelihood of economic
success discourages local investors and throws the country into the
hands offoreignbanks. HereagainThailandhas been wiser than most
ofits neighbors. It shares the ambition to master heavy industry, but
has proved more insistent on economic viability than most of its
neighbors. By being more cautious, it probablywill achieve its ambi
tions to a greater degree.

The contrast between Thailand and the Philippines, and indeed
between Thailand and most Third World countries, ultimately high
lights Thailand's comparative success in fostering steady and diversi
fied growth andincreating arelatively free society with afairly respon
sive government, despite pervasive tensions between bureaucratic and
representative institutions. The lesson of the Philippines is that
institutions which have fostered such successes should be cultivated,

i3For a summary ofthebasic political and economic policies behind thesuccesses ofAsian
economies referred to in this sentence, see William H. Overholt, "The Moderation of
Politics," inJames W. Morley, ed.. The Pacific Basin: New Challengesfor the United States (New
York; Academyof Political Science, 1986).
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improved, and gradually supplemented withstronger representative
institutions, rather than lurching toward an extreme of pure Western
democracy or strong dictatorship.

If onewishes to analyze Thailand in termsof the Western political
tradition, it is perhaps best to go back to Aristotle, who argued that
monarchy, oligarchy, and democracy bythemselves have structurally
fatal flaws. Pure democracy he regarded, in an analysis that is tren
chant for today's Third World, as a degenerate form of government
prone to demagoguery andinstability. He argued for a mixed form of
government, which could combine and balance the virtues of mon
archy, oligarchy, and democracy. The founding fathers ofthe United
States accepted some ofAristotle's reasoning, and the U.S. system has
an analogue of the monarch in its powerful President, analogues of
oligarchy in its Supreme Courtand Senate, and an approximation to
popular democracy in its House ofRepresentatives—integrated bya
formal constitution. Thailand is pursuing a similar set of ultimate
social goals with areal monarch, areal aristocracy, andamore complex
system of representation—bound together by a moving equilibrium
that is more durable than its formal constitution. The Thai moving
equilibrium's ability to deliver a broad range ofsocial values deserves
respect.



13. Unity of ASEAN
SARASIN VIRAPHOL

Uniting Behind a Political Will

ASEAN's political unity was conceived and nurtured in response to
the political needs of its members. Several factors were important in
shaping these needs.

Colonial rule had separated Southeast Asian societies from one
another. Each society had been preoccupied with its own problems
during colonial rule and after decolonization. Moreover, some of the
regional states became embroiled in primarily territorial disputes
which further set them apart from one another.

More recently, superpower interference in regional affairs has led to
more conflicts. The Vietnam war is a regional scar. Communist infiltra
tion and insurgency threatened the stability of many ASEAN coun
tries. Today the Kampuchean conflict, externalized by foreign involve
ment, remains the main obstacle to peace and stability in the region.

In response, a strong political will to cooperate with one another
under the principle of consensus began to emerge among the ASEAN
countries. It was a process of self-adjustment to the changing regional
and international environments. This political will led to ASEAN
political unity.

The Bangkok Declaration of August 8,1967, in retrospect, charted a
new course for the administrations and the peoples of the countries of
ASEAN. It was in essence a proclamation of political will aimed at
promoting unity within an area of diverse cultures and perceptions of
interests.

ASEAN now can say that by and large it has successfully harmo
nized diverse interests, fostered good understanding and neigh-
borliness among its members and strengthened the economic and
social stability of the region.

The resolution of November 27,1971, declaring the region a zone of
peace, freedom, and neutrality (ZOPFAN), may be seen as another
pivotal step in ASEAN political cooperation and unity. It demonstrated
a sense of common security concerns among the ASEAN countries. It
reflected their collective aspiration to forge a common commitment to
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bring about a peaceful, prosperous and secure Southeast Asia, free
from external interference. It would set the pace for ASEAN to explore
further conceptual possibilities for the realization of such a goal as the
current inquiry into the Nuclear Weapons-Free Zone proposal.

In 1976, ASEAN was able to convene its first summit of heads of

state and government. The event was a milestone in the promotion of
ASEAN political unity. The ASEAN leaders in attendance penned two
historic documents setting the framework of intra-ASEAN relations
and of ASEAN's intercourse with other states, particularly those
within the Southeast Asian region.

The Declaration of ASEAN Concord of February 24, 1976, reflected
an attempt of ASEAN countries to use their political unity as a spring
board for promoting economic and other forms of cooperation among
themselves. The emphasis clearly was laid on the requirement of
political and security cooperation.

The Treaty of Amity and Cooperation in Southeast Asia of February
24,1976, was a manifestation of ASEAN political unity in response to
political changes that had taken place in Vietnam, Laos and Cambodia*
It set forth ASEAN's vision for extending political cooperation to
encompass the broader Southeast Asian region which includes states
having broad political and ideological differences with the ASEAN
states.

With the convening of the second ASEAN Summit in 1978, ASEAN
succeeded in creating a political consultative process at different levels
which includes regular foreign ministerial meetings, special foreign
ministerial meetings, senior officials meetings and ASEAN ambas
sadorial meetings in various parts of the world. It is evident from these
arrangements that the process of ASEAN consultation rests primarily
with the political leadership.

What Has ASEAN Gained?

ASEAN has been successful in creating a harmonious and stable
ASEAN sub-region conducive to national economic development.
This was achieved in spite of the conflicts in Indochina and the fluctuat
ing international economic situation. Political unity in ASEAN has
helped ensure the impressive rate of economic growth in the ASEAN
sub-region during the past decade. In turn, ASEAN member coun
tries, thanks to the same political factor, have been able to cope with
the present economic downturn which nonetheless has tested their
political will, and has challenged them to explore new horizons for the
further consolidation of ASEAN unity. The existence of the vast reser
voir of political will has facilitated this common effort.
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ASEANhas gained much greater confidence from its political soli
darity. The increased recognition ofASEAN as a unitary actor by other
members of the international community has enchanced its bargaining
power in international forums, thus directly benefiting its external
relations, trade and economic development. This is seen clearly in the
numerous acknowledgments of ASEAN's international standing by
other states large and small.

ASEAN has established official dialogues with five Western coun
tries—the United States, Japan, Canada, Australia, New Zealand—
and with the collective European Community. ASEAN also has been
approached by various countries and other regional economic group
ings with a view to establishing official contacts with them. Most
nations see ASEAN as a vital component in any scheme to form an
Asian/Pacific community which is likely to be the center of global
economic growth in the coming century.

In addition, ASEAN has been able to demonstrate its political influ
ence in the international arena. ASEAN solidarity has played a signifi
cant role in its ability to mobilize international support for its firm
opposition to Vietnam's invasion and occupation of Kampuchea.
ASEAN has been successful in formulating common objectives and
strategies on Kampuchea. This, in turn, has led to a well-coordinated
diplomatic front against the occupation of Kampuchea by Vietnam.
ASEAN also has made numerous peace proposals aimed at finding a
political solution to the Kampuchean problem. All this would not have
been possible without ASEAN politial unity.

The third ASEAN summit is expected to convene in Manila in
December 1987. It will be an excellent opportunity for the heads of
state and government to review joint achievements and chart a new
course for ASEAN cooperation.

Although the summit's emphasis willbe on ASEAN economiccoop
eration, ASEAN fully realizes the importance of political cooperation.
This is readily reflected in its proposed agenda which carries signifi
cant political purpose. Hence, the summit will be convened because
ASEAN is confident that it can move another step forward in its
economic cooperation on the firm foundation of its political unity. This
third summit will mark another stage of development in ASEAN's20-
year history, coming at a time when there is a growing awareness and a
deepening sense of commitment by the various states of the Asia/
Pacific region concerning political and economic cooperation on a
regionwide basis as the wayto tackle various problems affecting their
common security well-being.
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Summary

To a large extent, ASEAN has achieved maturity in its political
cooperation. The existence of strong political will to cooperate with
one another led to strong political unity. The consultative process
within ASEAN is dynamic and in several ways effective, operating on
the basis of consensus. ASEAN political unity has resulted in the
creation of a peaceful and stable environment in the subregion. Such
an environment has served as a prerequisite for the rapid and steady
economic growth in each ASEAN country throughout the past 20
years. This has been true in spite of the conflicts in Indochina and the
fluctuating international economic situation. The maturity of ASEAN
political cooperation is a great asset for ASEANin its determination to
enhance cooperation in other fields, especially in the economic field.
ASEAN'spolitical unity has gradually but firmly created greater confi
dence for the organization itself and for its member countries. In turn,
this has provided a model for other states to ponder in the common
quest for broader cooperative endeavors toward security and prosperity.



Discussion Excerpts

AMERICAN participant: Professoi Khien's paper is a good paper. I do
have some questions. One is that there seems to be a possible contra
diction between his call on the one hand for more U.S. help to
strengthen the fighting capability of the Khmer resistance forces,
increasing Thailand's fighting capability, and improving the terms of
military assistance to Thailand—and his call on the other hand for the
Soviet Union to reduce its level of arms supply to Vietnam to that
which Thailand receives from the United States. As soon as the United

States increases its assistance to Thailand, the Soviet Union will
increase its assistance to Vietnam also. I think this is something that
Professor Khien would like to work out.

On Professor Pike's paper, why does he believe that Vietnam will
stop with federation? Why not go on to absorption of Laos and Kam
puchea if the opportunity presents itself? I also find disturbing that in
the discussion of federation Professor Pike says that the people of
Kampuchea and Laos are strongly opposed to the idea, but that their
feelings may not count for much. This is a realistic statement, but are
we going to take the case as given? Are the two peoples just pawns in a
political chess game? I maintain that the voice of the people must be
heard.

In his discussion of the unity of ASEANI think Sarasin did not put
enough emphasis upon the change of regimes in Indochina. It was a
sense of crisis that brought ASEAN unity. The discussion should also
address itself to existing and future conflicts. For example, what are
the differences among Indonesia, Thailand, Malaysia and Singapore
in their perceptions of the threat to the region? Which country is the
greater threat—China or Vietnam? Will a new generation of leaders
have the same commitment to ASEAN? Ifpolitical crises end, what will
be the linchpin holding ASEAN together?

AMERICAN participant: I was a bit disappointed with Mr. Khien's
comments concerning the bases in the Philippines that we should
perhaps consider giving them up as a bargaining tool with Vietnam. I
would like to let you know that the Vietnamesehave very generously
and publicly offered to let us keep them there, so I will take their offer
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and not yours. And I would also say that giving them up is not at all in
the Thai interest or ASEAN interests from many perspectives. As to
the assertion that the United States must respond to the force of
Filipino nationalism and sooner or later leave the Philippines, getting
nothing for the bases, opinion polls in the Philippines are over
whelmingly in support of the presence of the U.S. bases, and in fact
there is a substantial body of opinion that even wants them expanded.

THAI participant: I would like to respond to the question of whether
it is in China's interest to have a settlement in Cambodia. Of course,
nobody can say for sure, but there are certainly indications within the
last few years that allow us to have a rudimentary picture of where each
of the protagonists stand on the question. I think that you can see a
remarkable shift in the Chinese position over the last seven years on
the question of the settlement. In the early period we found a very
stubborn China. They were very legalistic. We could not get them to
talk about a compromise of any kind. I think that the situation is
drastically different today.

On the Vietnamese side there has hardly been any progress on the
resolution of the Cambodian problem. Their concepts remain the
same, for instance their insistence that the Khmer Rouge be ousted
from any future settlement of the question. This is the pivotal point of
their position.



EartV.

Global Economic Trends and Their
Implications for Thai-U.S. Relations





14. Impact of U.S. Economic Policies
on a Commodity-Exporting Debtor:
Thailand

JEFFREY A. FRANKEL

This chapter explores the effect of U.S. economic policies in the
1980s on developing countries like Thailand, that is, countries that
have external debt and that export primary commodities. Thailand did
not borrow enough in the 1970s to be one of the worst victims of the
1982 debt crisis. But increased debt-servicing requirements and the
1981-86 depression in world commodity prices have hurt the country.
The United States could do much to help countries like Thailand, and
at the same time help itself, by shifting to a mix of tighter fiscal and
easier monetary policy and by liberalizing trade.

Exports and finance are the two most important channels through
which less developed countries such as Thailand are affected by the
economic policies of industrialized countries such as the United
States. The balance of payments constraint says that the foreign
exchange Thailand spends on imports must be equal to the foreign
exchange earned by exports, plus net foreign financing of any gap.^
Imports, particularly of capitalgoods and intermediate inputs like oil,
are in turn a constraint on investment and production, so the global set
of equations is key to the growth process.

The United States is so large in the world economy that it does much
to determine the global environment of trade and finance in which
developing countries live, beyond the direct links with a given coun
try. This chapter is organized in five sections. Section 1 discusses the
characteristics regarding trade and finance that Thailand does or does

The author would like to acknowledge the help of RobertThompson, formerlyof the U.S.
Department ofAgriculture,BijanAghevliand TomMorrison,of the International Monetary
Fund, and MegShilliday and Jack Woodley, of the Institute ofInternationalFinance,and to
acknowledge support in the form of an Alfred R Sloan ResearchFellowship. The chapter
represents the views of the author and not any other institution.
^To be precise, "imports"and "exports" should be definedas goodsand services,including
investmentearnings, and "financing" should be defined to includenot only lending and
investment but also transfers (emigrants' remittances and foreign aid) and the use of
international reserves.
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not have in common with other developing countries. Sections 2 and 3
cover U.S. macroeconomic policies and how they have most seriously
affected in recent years the environment in which developing coun
tries live, with Section 2 concentrating on growth rates and interest
rates and Section 3 on exchange rates. Key topics here are world
commodity prices and the world debt problem. Sections 4 and 5
discuss U.S. trade policy; they cover respectively protection against
manufactured imports and agricultural policies, particularly the
dumping on world markets of surplus American rice that began in
April 1986.

Thailand Compared to Other Debtors
and Commodity Exporters

Tables 1 and 2 offer some statistics on international trade and financ
ing for Thailand, and for three groups of developing countries for
purposes ofcomparison. Thailand has run large trade deficits since the
1970s, due largely to the two major oil price increases and to high levels
of military spending. But much of the deficit has been financed by
private transfers (for example, remittances from workers in the Persian

Table 1

DEBT AND TRADE STATISTICS FOR THAILAND

Unit 1979 1980 1981 1982 1983 1984 1985 1986

Debt

(long-term and
short-term) $b 6.863 8.256 10.960 12.244 13.951 15.362 17.682 19.065

Exports
(goods and
services) $b 7.475 8.203 8.777 8.871 8.383 9.571 9.4321 9.980

Debt/Export % 106.0 100.6 124.9 139.4 166.4 163.3 187.5 191.0

GDP $b 27.24 33.45 36.03 36.79 40.18 41.96 38.57 42.33

Debt/GDP % 25.2 24.7 30.4 33.3 34.7 37.3 45.8 45.0

Exports (goods)/GDP % 19.4 19.4 19.5 18.9 15.8 17.7 18.5 17.6

Exports (g+s)/GDP 23.3 24.6 24.3 23.9 20.9 22.8 24.4 23.6

Debt Service $b 1.257 1.591 1.727 1.916 2.077 2.634 3.321 3.129
Debt Service/Export

(g + s) % 19.4 19.4 19.7 21.8 24.8 27.5 35.2 31.4

Current Account $b -2.119 -2.205 -2.691 -1.130 -3.010 -2.206 -1.492 -0.750

Current Account/

Exports (g+s) % -28.3 -26.9 -30.71 -12.9 -35.9 -23.0 -15.8 -7.5

Real GDP Growth % + 6.1 +5.8 + 6.3 +4.1 + 5.9 +6.2 +4.0 + 3.8

Unit Value Change % + 19.5 + 18.2 + 3.0 -7.1 + 1.4 -2.6 -8.2 +0.5

Terms of Trade

Change % + 3.3 -4.8 -12.8 -9.4 + 7.4 -0.7 -4.4 +5.9

source: 1979-85 Institute of International Finance, Inc., 2000 PennsylvaniaAve.,
Washington, D.C.; 1986author's forecast.



Jeffrey A. Frankel 205

Gulf), official transfers (foreign aid), and direct investment (as
opposed to bank lending), none of which generates debt-servicing
obligations. As of 1980, before the worldwide debt shock hit,
Thailand's debt was equal to 25 percent of gross domestic product
(GDP). This was about the same degree of indebtedness as the average
developing country, but in a sense it was fortunate for the country.
Many middle-income countries that, like Thailand, had achieved rapid
growth rates in the 1970shad borrowed more heavily in order to do so.
The 1980 average level of debt was 31 percent of GDP for a group of
fifteen debtors chosen by the International Monetary Fund (IMF) as
being particularly worrisome (which includes the Philippines and ten
Latin American countries). As a result, the sharp increase in world
interest rates in the early 1980s hit these countries very hard.

A second respect in which Thailand is fortunate is the degree of
openness of its economy, characterized by a ratio of exports (goods and
services) to GDP of about 24 percent. Again, this is no different from
the average developing country. But the fifteen problem debtors aver
age an export/GDP ratio ofonly 15percent. Tosee why a high degree of
openness is advantageous for a debtor country, a comparison of Korea
versus the Philippines and Latin American debtors is instructive.
Korea borrowed as heavily as the others (as a percent of GDP). But it
was able to adjust to the debt shock quickly by boosting exports and
cutting expenditures, and thus was able to retain the confidence of its
creditors. In this process, Korea's high ratio of exports to GDP was
extremely helpful. All the debtors were required to move from deficit
on their balance of trade toward surplus in order to generate the
foreign exchange to help service their debts. A country with a higher
degree of openness is able to generate the required improvement in its
trade balance by expanding the resources allocated to producing inter
nationally traded goods by a relatively small percentage.^

The Philippines and Latin American debtors have fared much worse
than South Korea. Facing a near cutoff in lending from their creditor
banks, they were forced to eliminate their large trade and current
account deficits in the three years following the onset of the debt crisis
in August 1982.^Lacking the ability to boost exports rapidly, they have
had to achieve the improvement in their trade balances by cutting

2Fora good general consideration of the relative fates of the East Asian and Latin American
debtors, see Sachs (1985).
^The creditor banks have been induced to put in new money as part of rescheduling
agreements. But the money only goes to pay a part of the countries' interest obligations
(whereas in the 1970s, bank lending could be used to finance imports of investment and
consumption goods). So the "resource transfer" now runs in reverse, from less developed
countries to more developed countries. Figures in Sachs (1986) suggest that the banks
actually succeeded in reducing exposure in many of the debtor countries as of 1986.
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Table 2

DEBT AND TRADE STATISTICS FOR OTHER COUNTRY GROUPS

Ratio Country Group 1979 1980 1981 1982 1983 1984 1985 1986

(1) Debt/Exports Borrowers 120.4 110.4 122.9 148.6 158.8 152.8 163.0 166;6

Commodity 164.6 157.8 190.6 237.7 253.0 250.0 265.5 253.3
15 Debtors 181.7 165.8 199.2 263.4 286.3 268.1 285.9 304i8

(2) Debt/GDP Borrowers 25.6 25.7 28.9 33.2 35.9 36.8 38.1 38.7
Commodity 29.7 30.3 35.0 40.4 43.1 45.0 46.9 45.3
15 Debtors 30.6 31.0 34.9 41.6 47.6 46.4 45.6 45.6

(3) Export/GDP Borrowers 21.3 23.3 23.5 22.3 22.6 24.1 23.4 23.2

Commodity 18.0 19.2 18.4 17.0 17.0 18.0 17.7 17.9
15 Debtors 16.8 18.7 17.5 15.8 16.6 17.3 15.9 15.0

(4) Debt Service/

Exports Borrowers 19.1 17.1 20.5 23.6 22.0 22.9 24.1 24.2
Commodity 25.1 24.4 31.6 37.5 32.5 31.8 32.1 33.0

15 Debtors 34.6 29.4 38.5 47.9 42.5 41.6 43.8 45.6
(5) Current Account/

Exports Borrowers -12.5 -12.6 -18.5 -17.8 -9.4 -4.1 -4.9 -6.8

Commodity -18.0 -24.5 -35.9 -36.8 -25.5 -15.9 -11.0 -8.5

15 Debtors -20.4 -17.8 -30.4 -35.0 -10.1 -0.6 -0.1 -5.2
(6) Real GDP Growth Borrowers + 4.8 +4.7 + 3.0 + 2.1 + 1.6 +4.7 +4.2 + 3.5

Commodity + 4.6 +4.3 + 1.1 + 0.3 -0.3 + 3.6 +3.6 + 3.7

15 Debtors + 6.1 +4.8 + 0.7 -0.4 -3.5 + 2.2 +3.1 + 1.5
(7) Exports Unit Value

Rate of Change Borrowers +22.7 + 24.1 + 0.3 -5.7 -5.8 + 0.5 -3.5 -1.1

Commodity + 19.1 + 14.5 -7.1 -9.2 -2.9 + 1.5 -5.5 +8.4

15 Debtors +28.0 + 34.1 + 1.4 -7.1 -6.2 + 1.9 -3.8 -5.6
(8) Terms of Trade

Rate of Change Borrowers +4.1 +3.9 -2.3 -2.6 -1.7 + 1.7 -1.7 -4.4

Commodity + 0.4 -7.9 -10.4 -6.2 +0.9 +3.5 -3.2 + 7.3

15 Debtors + 9.8 + 13.3 -2.9 -4.5 -3.6 +2.8 -3.1 -8.5

SOURCE: World Economic Outlook (Washington, D.C.: International Monetary
Fund, April1986): (1) Table A50, p. 248, (2) Table A50, p. 249, (3) [(l)/(2)],
(4) Table A51, p. 250, (5) Table A35, p. 217, (6) Table A5, p. 124, (7) Table
A20, p. 209.

note: Debt includes both long-term and short-term debt. Exports include both
goods and services. Export unit values are ratesofchange ofdollar goods
prices. Terms of trade are rates of change of exports unit values versus
imports. Country groups: "Borrowers" are capital-importing countries,
which are all less-developed countries except eight oil-rich countries.
"Commodity" refers to primary product exporters, defined as countries
whoseexportsofagricultural and mineralprimaryproductsother than fuel
accounted for over half of their total exports in 1980. "15Debtors" refers to
fifteen of the most heavily indebted countries(including ten Latin Ameri
can countries and the Philippines).
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imports sharply instead (via devaluations, import controls and
reduced government expenditures). The result has been (1) sharply
reduced consumption, lowering living standards today, and (2)
sharply reduced investment, eliminating the basis for a resumption of
growth tomorrow.

The sense in which Thailand has been fortunate is only the same
sense in which a man who is injured in an auto accident feels fortunate
that he was not killed. As of 1980, before the storm hit, its debt was
approximately equal to its annual exports, while other large debtors
had a considerably higher debt/export ratio. (This is the direct implica
tion of the fact that other debtors had both a higher debt/GDP ratio and
lower export/GDP ratio.) As a result, Thailand's credit rating has
remained good.^ Most importantly, it has continued to grow at a more
rapid rate than most developing countries, in contrast to the large
debtors, which suffered sharp real contractions in 1982 and 1983
(especially in terms of per capita income). But it has felt the same
shocks in the 1980s that other countries have felt. By Thai standards,
the 4 percent growth rate of 1985-86 represents a slowdown.

Table 3

TRADE STRUCTURE FOR SELECTED LESS-DEVELOPED COUNTRIES IN

1980-81* (percentage of total exports)

Country

Exports

Manufactures Oil Commodities

Argentina 21 4 75

Brazil 35 5 60

Chile 14 1 85

Mexico 12 67 21

Indonesia 3 79 18

Korea 81 1 12

Malaysia 20 27 53

Thailand 25 0 75

source: United Nations Conference on Trade and Development, Handbook of
InternationalTrade and Development Statistics,1984supplement (New York:
U.N., 1984).

^Manufactures exclude Standard International Trade Classification (SITC) num
bers 67 and 68, which are ores and metals.

The one respect in which Thailand's experience in the 1980s has
been less fortunate than that of the average debtor is that it is an exporter of
primary products, as Table 3 shows. Although manufacturing exports

^Ranking33rd out of 109as ofSeptember 1986according to InstitutionalReview, and 39th out
of 119according to Euromoney.
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have been growing, non-oil commodities stillmake up three-fourthsof
Thailand's exports. In this respect, it looks like Argentina, or even Chle.
At the opposite extreme stands Korea, for whom manufactures constitute
four-fifths of exports. Eight commodities alone—rice, tapioca, rubber,
maize, tin, sugar, prawns and precious stones—together make up 43
percent of total Thai merchandise exports (as of 1985, down from 58
percent in 1981).®

There is nothing wrong with being a commodityexporter in general.
Commodities did very well in the 1970s, for example. But it has been
unfortunateforThailand in the 1980s because, whileexportsby develop
ing countries have suffered quite generally, agricultural and mineral
exports have been hurt much more than others. Prices for these com
modities on world markets have fallen, both in absolute terms and relative
to the prices of goods that primary-productexporters import. The terms
of trade forsuch countriesfell by 17percent in 1981 and 1982 together,for
Thailand, the decline in the terms of trade was even worse at 23percent.
Table 4 shows the drastic declines in the dollar prices of some of the
important Thai export commodities. Export revenues declined as well. As
in other commodity-exporting countries, Thailand's debt-to-export and
debt-service ratios increased even more rapidly than the average bor
rower after 1982.®Thus, as of 1986, its debt statistics are a little worse than
those of the average developing country, though still much better than
the heavily indebted countries.

We turn now to those effects of U.S. macroeconomic policies on the
world economic environment thatarerelevant todebtors and commodity
exporters like Thailand.

Monetary and Fiscal Policies and the Impact
on a Commodity-Exporting Debtor

The three macroeconomic variables among the industrialized coun
tries that have the most impact on developing countries are growth
rates, real interest rates and exchange rates. We consider the first two
in this section, and the third in the following section.

The rate of growth of income is perhaps the most important of the
three. Cline (1984), for example, considers that 3 percent is the crucial
break-even point that growth in the industrialized countries must
attain if the debt situation in the less developed countries (LDCs) is to
improve.

In the longer term the rate of growth of "potential output" in
industrial countries is determined by the rates of growth of the capital

^The source is the Department ofCustoms (andthe Bank ofThailand fortotalexports).
®Avramovic (1986) speaksofThailand and several other countries, mostlyin Asia, as the
"new debtors," as opposed to the earlierdebtors likethe Philippines.



Jeffrey A. Frankel 209

stock, the labor force and productivity—factors that are not easily
susceptible to government control in the short run. But the fiscal and
monetary policies that governments adopt do have real effects in the
short run. By the end of the 1970s there was a rough consensus, both
within the United States and among other OECD countries, that it was
worth paying the necessary price of some lost output and employment
in order to beat inflation. The United States led the way with a sharp
contraction that was propagated worldwide in the form of the 1980-82
recession.

Table 4

PRICES OF SOME THAI EXPORT COMMODITIES

World Commodity Prices

Period

White rice

5% fob BKK.

(US$/Ton)

Maize No. 2

Chicago
(US$/Ton)

Tapioca
Rotterdam

(DM/Ton)

Rubber No. 3

Singapore
(S$/Ton)

Tin

Kuala

Lumpur
(M$/Kg.)

Raw Sugar
New York

(Cents/Lb.)

1980 433 114 311 2,912 36.00 29.00

1981 484 122 290 2,062 32.30 16.85

1982 294 103 312 1,657 30.17 8.41

1983 276 124 398 2,121 30.20 8.48

1984 253 114 361 1,922 29.16 5.19

1985 217 101 349 1,587 29.67 4.05

1986 Jan. 239 87 336 1,512 unq. 4.87

Feb. 228 83 315 1,628 19.56 5.56

Mar. 218 81 343 1,614 18.40 7.07

Apr. 202 79 329 1,584 14.69 8.77

May 200 79 1,635 14.22 7.64

source: Reuters; Bank of Thailand, as reported in Bangkok Bank Monthly Review,
June 1986, p. 276.

AverageWholesalePricesof Commoditiesin Bangkok(baht/ton)

Black

Paddy Rice Tapioca Rubber Tin matpe

Period no. 1 5% Maize pellets grade 3 concentrate bean

1980 3,260 5,671 3,048 2,524 18,730 226,282 n.a.

1981 3,746 6,500 2,909 1,907 14,880 204,428 8,460

1982 3,137 5,452 2,873 2,106 13,340 196,941 9,120

1983 2,982 5,177 3,154 2,511 17,748 197,151 9,152

1984 2,993 4,859 3,082 1,705 16,447 192,601 8,515

1985 2,759 4,610 2,840 1,721 16,164 213,497 7,702

1986 Jan. 2,475 4,386 2,366 2,302 15,550 unq. 7,259

Feb. 2,406 4,462 2,372 2,325 16,440 137,760 8,995

Mar. 2,381 4,373 2,500 2,382 16,470 119,843 10,143

Apr. 2,231 4,211 2,518 2,423 16,260 95,651 10,500

May 2,217 4,199 2,450 2,565 16,330 93,172 10,655

source: Department of Business Economics, Ministry of Commerce, as reported
in Bangkok BankMonthly Review, June 1986, p. 276.
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The growth rate of income among OECD countries is a crucial
determinant of the growth rate of world trade in general and of LDC
exports in particular. The demand for the types of goods that LDCs
produce is thought to be particularly pro-cyclical.^ This is why the
volumes of these exports, after rapid growth in the 1970s, fell sharply
in 1980-82.

The U.S. recovery began in 1983 and spread to other industrial
countries. LDC export volumes responded well to the increase in
demand, especially in 1984. But prices of LDC exports, particularly
prices of commodities, which began to fall in the recession, continued
a downward trend through 1985. The trend is clear, whether measured
in terms of dollars or in terms of LDC import prices, as the last two
rows of Table 1 show for Thailand and the last two rows of Table 2 show
for other LDCs. Why did the prices of LDC commodity exports remain
depressed even after the 1980-82 recession had ended? Individual
commodities are affected by many individual factors such as the
weather. But the general weakness of commodity prices relative to
prices of manufactured goods throughout the first half of the decade
needs an explanation. There is such an explanation in macroeconom
ics; but it requires a short digression on the theory of overshooting.®

The classical economic paradigm applies to agricultural and mineral
products better than to manufactured goods or services. These com
modities are relatively homogeneous, storable and transportable, and
often are traded on competitive markets. One does not normally
inquire into who the original producer was before buying an agri
cultural or mineral commodity. Arbitrage ensures that, for example,
tin sells for essentially the same price in Bangkok as in London or New
York. If there is a fall in the demand for tin, in the absence of govern
ment intervention, it rapidly is reflected everywhere as a decrease in
the price. None of these propositions applies to automobiles or haircuts.

A key determinant of the demand for commodity stocks is the
expected rate of change of the value of the commodity compared to
costs of holding it, including the interest rate, storage costs, insurance,
etc. Indeed nobody willingly will hold stocks of a commodity, assum
ing he or she is free to sell it at the going price, unless the expected rate
of appreciation is as great as the interest rate plus other costs. When
there is an increase in the interest rate, there will be a fall in demand for
the commodity and therefore a fall in the price. When the real price
(that is, the price of the commodity relative to a general price index) has
fallen enough, there will be general agreement that it is "undervalued"

^See, for example, Goldstein and Khan (1985).
®The following discussion draws on Frankel (1984, 1986)and some of the references dted
there.
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in the sense that the real price has "overshot," and that it will, in the
future, return to its higher equilibrium level. (Theexpectationoffuture
appreciation will become sufficient to offset the higher interest rate.)
As long as interest rates remain high, commodity prices will remain
low, though both deviations from long-run equilibrium eventually
must disappearif the commodity holders' expectations are to be fulfilled.

U.S. interest rates rose sharply in 1980 after a tighter monetary
regimewas installed by PaulVolcker, and interest rates in other indus
trialized countries followed suit. Indeed, this was the mechanism
whereby the contraction was transmitted to the world economy. Mon
etary policywas eased somewhat after mid-1982, in response not only
to the recession but also to the international debt crisis, which surfaced
in August. Nominal interest rates declined (especially short-term
rates). But the decline in nominal rates was less than the decline in
expected inflation. In other words, real interest rates remained high
(especially long-term rates) until they began to decline in mid-1984.
This was a major factor depressing commodity prices even after the
recession had ended.

Why were real interest rates so high throughout the early 1980s?
This is a subject of some controversy, but the most widely accepted
reason is the emergence of enormous structural budget deficits in the
United States. The improbable "LafferCurve Theory," which held that
a reduction in tax rates would stimulate income so much as to raise
total tax revenues rather than lower them, helped convince politicians
to enact large cuts in personal income taxes beginning in 1981. While
some categories ofdomesticU.S. spending were cut sharply, they did
not constitute a large enough share of the budget to counteract the
increased transfers under social security and farm support, and
especially the large increases in military expenditure. The result was
an astounding increase in the U.S. budget deficit equal to 4.0 percent
of gross national product (GNP) between 1980 and 1985.^ The U.S.
Treasury had to borrow to finance the gap, and the competition for
funds drove up the real cost of funds in the capital markets. The
increase in the expected rate of return in U.S. capital markets in turn
attracted investors from other countries. As capital flowed to the
United States from Europe and Japan it forced up rates of return there
as well.

The increase in world real interest rates in the early 1980s due to the
shift in the U.S. mix between monetary and fiscal policy had three
effects on countries like Thailand. The first is the depressing effect on
the price of commodity exports that we have already mentioned. The
second is that, because much of LDC debt was either short-term or

^IMF, WorldEconomic Outlook, 1986, p. 110.
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floating rate, the increase in interest rates was quickly reflected in an
increase in the debt-service burden of the debtors.Thailand's nomi
nal interest payments went up by 29 percent in 1981 alone. This was as
important a component of the increases in the current account deficit,
accumulation ofexternal debt, and debt/export ratio, as was the loss of
export revenue. The third effect of higher world interest rates was the
directone on interest rates withinThailand, to whichwe turn briefly.

MostLDCs havefinancial markets that are tightly regulated domes
tically and highly insulated from disturbances externally. HongKong
and Singapore are two that have gone the farthest in the direction of
free and open financial markets. Some others have attempted to
deregulate and liberalize their financial markets, particularly in the
late 1970s, but with less success. (Chile is a well-known case where
financial liberalization went awry.)

Thailand's financial markets long have been more open interna
tionally than thoseofmostLDCs. Anoligopolistic bankingsystemhas
in the past kept domestic interest rates from fluctuating freely. But
unlike the case of most LDCs, the relatively stable Thai monetary
policy and low inflation rates in the 1960s and early 1970s kept real
interest rates from falling far below world levels. When U.S. interest
rates rose sharply in 1981, the Thaibanking system was somewhat slow
to raise its interestrates accordingly; therewas a period duringwhich
the differential in interest ratesinduceda largecapital out-flow. When
the Federal Reserve pushed down short-term nominal interest rates in
the United States after August 1982, the differential vis-a-visThailand
reversed. The Thai banking system was reportedly slow to lower
deposit interest rates accordingly. The entire cycle was repeated in
1983-84. The lags in adjustment of localinterest rates, and the direct credit
controls that the Thai authorities have imposed, show that finandal
markets arenot completely free and open. Nevertheless, themagnitude
of the capital flows in response to interest differentials—and the fact that
local rates are eventually adjusted—indicate a relatively high degree of
capital mobility or integration into world financial markets.

Comparisons of local interest rates with offshore rates to measure the
degree ofcapital mobility always aretricky because theformer are quoted
in local currency and the latter in foreign currency. To correct for flie
element of uncertain exchange rates, we need to observe a forward
exchange rate. Thereexists no forward exchange marketin baht interna
tionally, but there is a rate quoted by a Bangkok bank. The figures,

loit has been estimated that for every 1 percentage point rise in interest rates, interest
payments owed bythet)^icalLDC thatlike Thailand borrows onworld capital markets rise
byapproximately 1.25 percent ofexports. (Goldsborough andZaidi, 1986, p.8.The calcula
tion assumes 1985levels of exports and debt.)
"References for thisparagraph areGreenwood (1986), Fry(1986) andGanjaremdee (1986).
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together with the Bangkokbaht interest rate and Euro-dollarinterest rate,
are reported in Table 5. The tableshows that most ofthe excess ofthe Thai
interest rate over the world interest rate can be explained by investors'
awareness that the baht might devalue against the dollar. Recentobserva
tions (spring1986) show a discrepancyin expectedratesofreturn ofabout
2 to 3 points. The magnitude of this gap would suggest a degree of
insulation from world financial markets that is much greater than that of
major industrialized countries, or Hong Kong and Singapore (with root
mean squared differentials of 0.25 and 0.28 respectively), and greater
even than Malaysia (1.51), but that is much smaller than the degree of
insulation of Mexico and other LDCs, or even Denmark and Spain.

Table 5

A COMPARISON OF THAI AND OFFSHORE INTEREST RATES

Bangkok interest Forward Bangkok Euro-dollar

rate in baht minus premium = interest rate vs. interest

(interbank call rate) (baht/dollar) in dollars rate

1981 17.50 6.65 10.85 16.85

1982 15.50 5.10 10.40 13.16

1983 12.80 5.80 7.00 9.67

1984 14,30 4.30 10.00 10.84

1985 14.30 12.40 1.90 9.20

1986 Jan. 13.48 8.73 4.75 8.15

Feb. 11.80 5.70 2.07 8.00

Mar. 10.40 2.20 4.73 7.60

Apr. 9.30 0.20 9.10 6.90

May 10.10 0.20 9.90 7.00

source: Bangkok Bank MonthlyReview, June 1986.

It is possible that because the increases in U.S. and world interest rates
from 1980 to mid-1984 were transmitted to Thai interest rates, they have
worked to reduce Thai spending. But the longer-term structural effect
probably is more noteworthy: The increased volatility of U.S. and world
interest rates in the 1980s has forced Thai interest rates to become more

flexible. The implication is that future developments in world financial
markets probably will be transmitted to Thai financial markets more
rapidly than in the past.

i^Frankel and MacArthur (1987), Table3. The sample is September 1982to March 1987,the
maturityis3-month, and the Euro-dollar interestrateand forward discountare observedin
London. It should be noted that the figures for Thailand are very sensitive to the time of
observation because the forward exchange "market" is very thin and the rate volatile.
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Exchange Rates, Macroeconomic
Coordination, and the Impact on a
Commodity-Exporting Debtor

We have discussed the role of two of the key macroeconomic vari
ablesdetermined in the industrialized countries—the growth rate and
the real interest rate. We have seen that the first is influenced by the
overall degree ofexpansion of macroeconomic policy—monetary and
fiscal policy together—and thatthe latteris influenced bythecomposi
tion or mix of such expansion between monetary and fiscal policy.

Thethird keymacroeconomic variable is the exchange rate. Here it is
the difference between macroeconomic policies in the United States and
other countries that matters. The precise way that differences in mac
roeconomic policies determine exchange rates is a more controversial
question even than the determination of interest rates. But there is a
generalconsensusthatthe exchange rate(forexample, the priceofdollars
in terms of yen or marks) is determined by the relativedemand for dollar
assets and that an important determinant of the latter is the differential in
expected returns. When real interest rates rose in the United States in the
early1980s, they rose more than in Europeand Japan. The approximate
differential in long-term real interest rates between the United States and
its four largest trading partners rose from -2 points in 1979-80 to -1-1
point in 1981—82 and -I- 2 in 1983-84. As a result, there was an increase in
demand for U.S. assets by investors around the world, and the priceof
the dollar rose sharply. In 1985 and 1986, U.S. interest rates declined
substantially; the usual explanation given is the Gramm-Rudman-Holl-
ingsbill to reduce the U.S. budget deficit, and the continued easing of
monetarypolicy. In any case, the demandforU.S. assetsand the priceof
the dollar fell substantially beginning in March 1985.

As with the interest rate, we can begin our consideration of the effects
ofthe dollar exchange rateon a countrysuchas Thailand by considering
theeffect oncommodity prices. Ifan agricultural ormineral commodity is
sold on a unified world market, then it should sell for the same price in
every country, when expressed in a common currency. (This is the "Law
of One Price.") An increasein the value of the dollaragainst the mark or
yen must be reflectedin a decrease in the price of the commoditywhen
expressed in dollars, an increase when expressed in marks and yen, or
somecombination ofthe two.The exchange ratechangeexplains why the
fall in commodity prices was particularly large in dollars, aside from the
effects of the 1980-82 recession and the 1980-84 increases in real interest
rates.

i^Frankel and Froot (1986), Table 1, or Council of Economic Advisers(1984).
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Dombusch (1985, p. 333) has estimated statistically the following equa
tion to explain real commodity prices.

Rate of change of real commodity price equals
-1.67

-1.55 (rate of real appreciation of dollar)
+ 2.27 (rate of change of world industrial production)
-0.24 (rate of change of real interest rate)

Thepositiveeffect ofproduction and the negative effect ofthe realinterest
rate are both as we have discussed; both show up in the equation.

The negative effect of dollar depreciation also is in the same direction
predicted by economic theory, but is surprisingly strong. The
denominator of the real commodity prices variable is the general U.S.
price level. To the extent that prices of most U.S. goods and servicesare
"sticky" (that is, fixed in terms ofdollarsin the short run), the coefficient
on a change in the exchange rate tells us how that change is divided
between the dollar price of commodities and the yen or mark price of
commodities. One would expectsuch a coefficient to liebetween —1and
0, accordingto the importance of the U.S. economyin world commodity
markets. Johnson (1985, p. 41), for example, guesses that this number
should be - .50,or according to some studies —.75.Thus, it is difficult to
explain a coefficient that is actually less than —1. It says that a dollar
appreciation reducescommoditypricesnot just in terms ofdollars,but in
terms of marks and yen as well. The point for commodity-exporting
countries would be that dollar appreciation worsens their terms of trade
not just vis-a-visimports from the United Statesbut alsovis-a-visimports
of manufactured goods and services from all industrialized countries.
When a result runs as contrary to a priori theory as this coefficientbeing
less than —1, one must recognize the possibility that it is a statistical
aberration.

Given the decline in real interest rates since 1984, and the depreciation
of the dollar since February 1985, one would expect on macroeconomic
grounds a sharp rebound in realcommodtiyprices. Withthe exceptionof
gold and a few other commodities, there has been little sign ofa recovery

dependent variable is the Economist dollar index of (non-oil) commodity prices
deflated by the U.S. GNP deflator. The sample is 1970:2-1985:1. The t-statistics on the
coefficients are -4.64, +4.74, and -2.21, respectively. Chu and Morrison (1984) find a
similareffectof industrialproduction (anelasticity around 2),but less statistical support for
the effect of the real interest rate.

95percentconfidence intervalwould reachas faras —0.9.Chu and Morrison(1984) and
the IMF(World Economic Outlook, April1985, pp. 134^138) find a large impactof the nominal
dollar exchangerate on nominal dollarcommodity prices,but not on realcommodity prices.
But Helleiner (1986, p. 10)refers to the Dombusch finding as a ''stylized fact."
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in commodity prices, evenin dollar terms, as ofSeptember 1986. Micro-
economic factors probably are the explanation, and some important
ones—those related totrade policies amongindustrialized countries—are
discussed in subsequent sections.

Whatever theeffect ofan exchange rate change onThai export prices
andexport revenue, there could beanadditional effect onthedebt/export
ratioif the currency compositionof the denomination ofdebt differsfrom
the currency composition ofexports. Many debtor countries, even ifthey
did not have asevere shift intheir terms of trade inthe 1980s (for example,
exporters ofmanufactured goods), nevertheless suffered from the sharp
appreciation of the dollar to the extent that all of their debt was denomi
nated in dollars but part of their exports were denominated in other
currencies.Forthis reason, the dollar appreciationoften has been listed as
oneofthe threemacroeconomic shocks, along with therecession and the
increase in real interest rates, that precipitated the debt crisis in 1982.^®

Some debtors have investigated the possibility ofcurrency swaps of
existing debt, or of a direct denominating of future loans in non-doUar
currencies, inorder todiversify therisk offuture exchange rate changes.
Thailand, like other ASEAN countries, has a relatively high proportion of
its debt denominated in a non-dollar currency, namely the yen: 13.8
percent. '̂' But this number isstill lower thantheimportance ofJapan and
other non-dollar countries inThai trade, suggesting that thedoUar appre
ciation of 1981-84 did have an adverse effect. It would follow that the
dollar depreciation of1985-86 isnow having apositive effect, byreducing
thecost ofThai debt. It hasbeen estimated thatfor every 10 percent that
the dollar declines, the debt-to-export ratio of the typical LDC borrower
improves by 7 points.^®

As with interest rate movements, we canask what arethe longer-run
effects on LDCs of a modem world system that involves increased
exchange rate volatility. Even ifa country such asThailand wishes topeg
its currency to those of the major currencies in order to ensure a stable
monetary regime,sincethe world'smajorcurrenciesbegan tofloat in 1973
itnolonger hastheoption ofpegging toall currencies atonce. Intheory a
small country can at least keep its "effective" (that is, trade-weighted)
exchange rate stable, by pegging to a basket of currencies with the
appropriate weights. In practice, most countries that have announced an
official policy ofbasket-pegging, often withtheweights keptsecret, have
accomplished a much lower degree of monetary stabUity than has
Thailand withitssimple policy ofpegging tothedollar. Onehopesthatits
devaluation against the dollar in November 1984 and new policy of a

i^For example. Council ofEconomic Advisers (1984), chap. 2.
i7As of 1986.

i®From the debt-to-export ratio's 1985 level of162. Goldsborough and Zaidi (1986).
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flexible basket peg, as necessary as they probably were, do not constitute
the same sort of "loss of virginity" that so many other LDCshave experi
enced.

There has been much talk recently about the need for increased
macroeconomic policy coordination among the major industrialized
countries. It even has been suggested that the primary beneficiary of
such coordination would be the LDCs rather than the industrialized
countries themselves.The case for coordination has been made in
the 1980s in terms variously of each of the three macroeconomic vari
ables—real growth rates, real interest rates and the dollar exchange
rate. The first version of the argument would be that all countries
should stimulate growth simultaneously, each being reluctant to
expand on its own for fear of a worsened trade balance. The second
version is that all countries simultaneously should shift to a mix of
easier monetary policy and tighter fiscal policy, inasmuch as each
otherwise would bid up real interest rates in (vain) attempts to attract
capital, appreciate their currencies, and reduce their inflation rates.
The third version is that the United States should reduce its budget
deficit, shifting to an easy money / tight fiscal policy mix, while the
Germans and Japanese simultaneously shift to more expansionary fiscal
policies, with the goal ofbringing down the value of the dollar and the
U.S. trade deficit without causing a world recession. It is certainly true
that any policy changes that succeeded in raising growth, reducing real
interest rates, and reducing the value of the dollar, would be a big
improvement over the macroeconomic environment of the early 1980s.
Butit isdisconcerting thatdifferent macroeconomic modelshaveconflict
ing implications for the directions in which the monetary and
fiscal policy levers should be moved in order to accomplish such out
comes.

How should one add up the various macroeconomic factors of the
1980s to see the overall effect of U.S. policies on debtor countries? An
obvious way is to measure the net effect via the current account. For
example, in 1983-84, there wassome debate on whether the additional
export revenue that LDCs were earning on account of the then-strong
U.S. recovery exceeded the additional dollar payments they had to
make on account of higher interest rates, with the U.S. administration
claimingthat the exportdemand factordominated so that the net effect
was positive. It is certainly true that the debtors' current account
balances improved steadily between 1981 and 1984. Dornbusch (1985,
pp. 303-18) has argued against such "cash flow" calculations on the
grounds that it treats the opportunity cost of resources allocated to
export production as zero. The calculation is analogous to a bank

i^Forexample, Sachsand McKibbon (1985). See also Dornbusch (1985), 346-47.
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telling a homeowner that it is raising his or her mortgage payments,
but not to be annoyed because the bank will allow the homeowner to
work to earn the needed money. Dornbusch's own calculations of the
1983-84 effect on LDC welfare says that the negative debt factor was
large enough to equal the positive trade factor, leavinga net effectclose
to zero.

In 1985-86, growth rates and interest rates both have declined. If the
debtors' current account balances are the criterion, then the export
demand factor again dominated the interest payment factor: debtor
current accounts fell in 1985 and 1986. In a study of the impact of
macroeconomics on six Asian countries, including Thailand, Schadler
(1986, p. 369) concludes: "In 1985 and 1986 the slowdownin growth in
industrial countrieshad a largeeffecton the current accountposition,
debt profile, and GNPgrowthrateofthe developingcountriesstudied.
Changes in otherimportant variables in industrial countries—in par
ticular, the decline in interest rates—went only a small way toward
offsetting these adverse developments."

Import Protectionism in Industrial
Coimtries

The opportunity to run trade balance surpluses should not be
portrayed as a blessing conferred on the debtor countries. The large
improvements in net foreign exchange earnings that many debtors,
particularly in Latin America, have accomplished in the 1980s have
beenneeded toservice theirdebts, rather thancontributing positively
to growth.

It is important that the political process within the United States
and other creditor countries acknowledge that the LDCs will have to
run trade balancesurpluses. There is a rampant contradictionbetween
statements in creditor countries that imports from LDCs must not be
allowed to hurt competing domestic firms (such industries as steel,
textiles, shoes and sugar come up frequently), and statements that the
debtors must meet their obligations. Only by exportingcan the LDCs
earn the foreign exchange to service their debts. This contradiction is
something that the relevant U.S. interest groups must grasp and sort
out.

The protectionist side, as usual, is the wrong side in this conflict. It
is not just the LDCs but also groups in the United States that stand to
losefromimportbarriersto LDC goods. Limits on the debtors' ability
to earn foreign exchange are limits on their ability to service their
debts; thus U.S. banks are hurt. They are also limits on the debtors'
ability to import. Thus they hurt U.S. exporters in sectors where the
United States has comparative advantage, whether in agriculture
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(wheat, not sugar) or manufacturing (capital goods, not textiles). The
interest groups that would stand to gain from U.S. trade liberalization
include as well consumers and also the firms that must buy raw
materials or intermediate inputs produced abroad. Finally, it is in
everyone's interest politically to have more economic success stories
like thefour East Asian NICs (newly industrializing countries: Korea,
Hong Kong, Taiwan and Singapore) to point to around the globe.

While protectionist barriers have in the past been substantially
lower in the United States than in other countries, they have been
rising in the 1980s in the form of non-tariff barriers, as Table 6 shows.
Particularly disturbing isthatthepercentage ofimports subject tonon-
tariffbarriers is higher forgoods coming from LDCs than fromindustrial
countries. The pro-LDC measures of the Generalized System of Prefer
ences (which cover only 7 percent of LDC exports^®) arean inadequate
offset to other aspects of trade policy that discriminate against LDC
exports.

Protection among OECD countries is said todiscriminate against LDC
manufactured goods in particular. In 1979, 34percentof LDC manufac
tured exports to OECD countries were subject to non-tariff barriers.^i
Much ofthiswas textiles undertheMulti-Fiber Agreement. Suchstatistics
understate protection bynotcounting theexports thatwouldhave taken
place in the absence of barriers.

Table 6

SHARE OF IMPORTSSUBJECT TO NON-TARIFF BARRIERS
IN INDUSTRIAUCOUNTRY MARKETS, 1981 AND 1984

Percentage of Imports from
Industrial Developing
countries countries

Market 1981 1984 1981 1984

European Economic Community 10.3 10.7 21.1 21.7
Japan 12.3 12.4 14.5 14.5
United States 7.2 9.2 12.9 16.1
All industrial countries 10.5 11.3 19.5 20.6

source: World Bank estimates based on data from the United Nations CouncU on
Trade and Development (UNCTAD), in World Bank, World Development
Report 1986 (New York: Oxford University Press, 1987), p. 23.

note: Data arebased on1981 weighted averages for all world trade inaU products
except fuels. Non-tariff barriers do not include administrative protections
suchas monitoring measures andantidumping andcountervailing duties.

EWorld Development Report (1986), 142. The GSP is reported to cover 15 percent of Thai
exports to the UnitedStates in 1985 (Far Eastern Economic Review, Oct.2,1986).
^^Hughes and Newbery(1986).
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Some Thai manufactured exports that are the subject of real or
threatened U.S. protectionist barriers include textiles, footwear, iron
pipes andcanned tuna.22 Hughes andNewbery (1986) argue that U.S.
textile quotas against the East Asian NlCs have actually benefited the
ASEAN NECs (Newly Exporting Countries: Indonesia, Malaysia, Phil
ippines andThailand), asmultinational textile firms sought torelocate
in countries that were not constrained by U.S. quotas. They point out
that the growth rate of manufactured exports in the latter group
exceeded that in the former after 1973. But it appears that periods of
rapid growth ofThai textile exports to theUnited States (1972-73 and
1980-84) each time were cut off bya strengthening ofU.S. barriers,^^
before they everwereable to reachthe levelofother Asiancountries.
In 1985, PresidentReagan responsibly vetoed the Jenkins Bill, which
would have further curtailed U.S. textile imports; but the domestic
industry continues to push for relief.

Trade policies in industrialized countries work aginst exports not
only of manufactured goods but also of basic commodities. Indeed,
large stocks of mineral and agricultural commodities held by OECD
governments are the major explanation for a puzzle noted in the
preceding section, the fact that commodity prices have remained
depressed twoyears after the value of the dollar beganto decline.

The major relevantThai mineral and agricultural commodities are
tin, rubber, sugar, rice and corn (maize). In the case of tin and rubber,
the United States maintains strategic stockpiles, releases from which
are sometimes blamed for adverse impact on the market, for example
as an alleged contributing cause to the October 1985 collapse of the
world tin market.^'^ But unlike the situation with agricultural com
modities that are producedin the UnitedStatesas well as abroad, the
political interest group most relevant to the tin stockpile is the U.S.
military; political factors in fact are more likely to lead to extra pur
chases of tin and thus to work to the benefit of Thailand, Malaysia and
Indonesia as U.S. allies, rather than the reverse.^^ But trade policy
with respect to rice and other agricultural commodities, where the
relevant interest group is American farmers, is much less helpful to
Thailand.

U.S. Trade Policy on Rice and Other
Agricultural Commodities

A relatively robust empirical regularity in the area of "political
economy" is that countries with low per capita incomes tax their

^Bangkok Bank Review, Jan.1985, Aug. 1985, Jan.1986.
^Bangkok Bank Review, Jan. 1985, Aug. 1985.
^^Bangkok Bank Review, Jan. 1986, p. 68.
25Helleiner (1986, p.8)gives the example ofU.S. strategic stockpile purchases ofbauxite to
help Jamaica.
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farmers andcountries with high percapita incomes subsidize and pro
tect their farmers. In the case of the developing countries, farmers are
taxed primarily in order to subsidize urban consumers and the manufac
turing sector. Thailand haslong taxed itsrice sector, though notcarrying it
quite to the self-destructive extreme of many African countries. In the
case of industrialized countries, nostalgia for simpler agrarian times is
certainly an explanation. But it is not a simple matter of each country
envying those which have what it does not. l^eUnited States has avery
large agricultural sector and would have one under free trade as well. In
other words, it has a true comparative advantage in many crops. Yet
political pressurein the United States tosubsidize agriculture isalmost as
strong as in Europe and Japan.

Table 7showsthe degreeofprotectionamongindustrializedcountries,
measured as the ratio ofthe price paid producers to the marketprice, for
five agricultural commodities as of 1980-82. Rice and sugar, the two
important to Thailand, are two that have been protected particularly
strongly in the United States (though nowhere near as strongly as in
Japan), evenbefore recent changes. In 1985 U.S. protection ofsugarwent
to absurd lengths to keep the domestic price at a level 3 to 6 times the
world price.

Table 7

NOMINAL PROTECTION COEFFICIENTSFOR PRODUCER AND
CONSUMER PRICES OF SELECTED COMMODITIES IN INDUSTRIAL

COUNTRIES, 1980-82

Country or Coarse Pork and
region Wheat grains Rice poultry Sugar

Australia 1.04 1.00 1.15 1.00 1.00
Canada 1.15 1.00 1.00 1.10 1.30
European Economic

Community^ 1.25 1.40 1.40 1.25 1.50
Other Europe^ 1.70 1.45 1.00 1.35 1.80
Japan 3.80 4.30 3.30 1.50 3.00
New Zealand 1.00 1.00 1.00 1.00 1.00
United States 1.15 1.00 1.30 1.00 1.40
Weighted average 1.19 1.11 2.49 1.17 1.49

SOURCES: WorldBank, World Development Report 1986 (New York: Oxford Univer
sityPress,1987), p. 112; Rodney Tyers and Kym Anderson, "Distortions
in World Food Markets: A Quantitative Assessment" (background
paper).

®Excludes Greece, Portugal and Spain
^Austria, Finland, Norway, Swedenand Switzerland

26The internal-external difference in sugar prices was so great that entrepreneurs were
importing highsugarcontent products suchas iced-tea mix, and then sifting theirsugar
contentfrom themtosellit at the highdomestic price. Economic Report ofthe President (1986),
137.
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Economists inpublic presentations often concentrate onthedomes
tic costs of distortionary agricultural policy rather than the interna
tional costs. The reason is that the damage which protectionism does
to trading partners is both self-evident and of little concern to the
typical American voter, whereas there isa greater payoff tospreading
the message thatthe domestic costs exceed thebenefits. The benefits are
limited to the increase in income of those farmers who receive support
and protection. Even aside from the costs, this transfer is difficult to
justify onthegrounds ofincome distribution. Approximately two-thirds
ofU.S. payments in 1985 went to farmers who were wealthier than iiie
average dtizen.^^ The costs are legion. Beyond the budgetary costs of the
direct transfers and the wasteinvolvedin storing and shipping unwanted
commodity stocks, there arethe higher costs to consumers and to food-
processing firms (candy manufacturers have topaymore for sugar, bakers
more for grain, etc.), the bidding of land away from farmers who could
use it moreefficiently forothercrops, and the lossto exporters offoreign
customers who no longerhavethe dollars with whichto buy fromthem.

The key to the effect of agricultural policies on other agricultural
producers such as Thailand is whether they raise U.S. production and
exports ofthecrop inquestion, thereby depressing theworld price, orthe
reverse.In industrialcountriesagricultural policyhas usually operated to
push up the price paid to domestic farmers and thereby to stimulate
domestic production. Sucheffects result from protection against import
competition (for example, quotas in the United States and variable levies
in Europe), price support programs (direct acquisition of stocks at a
support price), subsidized loan programs (which in the United St^es
oftenbecome programsto support the priceat the "loanrate,"the priceat
which borrowers are free to default and sell their crops to the govern
ment) and quotas on domestic marketing. The resulting increase in
domestic production drives down the world price. Thenegative effect on
world prices is especially pronounced when the government sells
unwanted stocks on the world market at prices that are less than the
domestic price, or donates it as aid (though both means of disposal—
especially food aid, providedit is made available on a reliable long-term
basis—are obviouslybetter from a socialviewpoint than allowingcrops to
rot in warehouses). During the decade up until 1984, agricultural policies
in the United States had features that implied less of a price-depressing
effect on world markets than did support of agriculture in Europe and
Japan. U.S. support programs for rice and a number of crops include
acreage controls:^® Farmers are paid not to grow crops. The direction in

27Wor/rf Development Report (1986), 119. In the case of the new riceprogram, much of the
estimated $800 million a year in budgetarycostswillgo as payments as high as $1 million
each to the largest rice growers.
^World Development Report(1986), 129.
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which this factor goes is to raise not only the price paid to domestic
farmers but also the world market price.

U.S. agricultural exports increased rapidly in the late1970s, largely for
reasonsunrelated to farmpolicy: Depreciation ofthe dollar, rapid income
growth in some customer countries and the American comparative
advantage in many crops. By the 1980s, U.S. agriculture had come to
think of itselfas dependent on exports. Butwhen worldpricesfor agri
culturalcommoditiesbegan to fall,mostlyfor the macroeconomic reasons
discussed above, the existing structure of U.S. agricultural policies was
revealed to be particularlydetrimental forU.S. exports. The world market
price fell well below the U.S. loan rate, so that farmers had no reason to
sell their crops on the world market. It was far more attractive to default on
their loansand sellthe cropsto the Commodity CreditCorporation (CCC)
at the higher price. The result was that exports plummeted and CCC
stocks soared. Aslongas the pattern ofstockbuildup lasted, it wasgood
for foreign producers, mitigating the decline in the prices they could
receive. But the pattern could not last; the red ink in the U.S. trade balance
and government budget statistics was too enormous.

In response, the U.S. 1985 farm bill (Food Security Act) reversed the
policy thrust of the precedingdecade. It joinedthe Europeansin actively
subsidizing exports of some crops, in particular wheat, rice and cotton.
The new policy on rice is the one relevant to Thailand. Indeed the rice
exportsubsidy, whichwent into effect April15,1986, probablyis havinga
far greater impacton Thailand now than any other U.S. policies.

Previously, U.S. farmers received deficiency payments to makeup the
difference between the target price and the loan rate.^^ As of 1985, the
loan rate was much higher than the market price:$11.90/cwt - $7.20/cwt
= $4.70/cwt. Asaresult, the CCC wasacquiring largerstocksthan itknew
what to do with. The change was to set the loan repayment price at the
worldmarketprice,whichwasjudged to be$4.12/cwt (forlonggrain)the
week ofApril11,1986. (TheUSDA must declare the priceeach week. This
involves a certain amount of judgment, as there is no centralized rice
exchangeindexas there is for many other crops.) This represented a near
doubling ofthe subsidyto $7.78/cwt. Theintent is to end the pilingup of
rice stocks by allowing both the farmers and the CCC to sellthe cropson
the world market.

The prospect oflarge quantities ofricefloodingonto the market drove
downthe worldprice.Indeed the price declined in advance ofApril15
(some 15 percent after January, in dollars, on "5 percent white" rice), as

29The numbers shown are taken from Vachratith (1986).
^°The typeofrice produced in theUnited States isnotaperfect substitute forthetypeofrice
grown in Thailand. Nevertheless, there is some substitutability; thus if consumersaround
the worldbuy moreU.S. rice, they havea lower demandforTTiai rice, causing the priceof
Thai rice to fall.
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customerdemand plummetedin anticipation ofthe opportunity tobuy at
lowerprices. Thepresenceofgovernmentinterventionin the Thaimarket
slowed down the baht price decline, but by May Bangkok prices had
fallen to the lowest level in a decade, inflicting great losses on Thai
farmers. Deprived of some traditional customers, they sought new mar
kets for their crop. In certain cases the new customers who benefit from
cheaper Thai rice are countries not loved by the United States, namely
Iran and the Soviet Union. But from the Thai viewpoint the major point is
the reduced price they can now receive, implying both lower income for
the farmers and lower tax revenue for the government.^^ New 1985farm
bill rules now also have gone into effecton cotton and corn (maize). Com
is one of Thailand's export crops, but thus far the USDA has resisted
pressure from midwestem senators to set the loan repayment rate at the
low level of the world market price. However, in August 1986the United
States sold a large quantity of raw sugar out of CCC stocks to China at
prices wellbelow world levels, further upsetting Thailand.^^

The two interesting questions are: (1) Did the U.S. government take
proper account ofthe adverse effectsthat the 1985 farm billwould have on
allies such as Thailand? and (2)What will be the longer-term effects of the
bill?

On the first question, it is not a matter of weighing economic benefits
versus political costs. Even on domestic economic grounds alone, U.S.
agricultural policiesare found to be detrimental. One might think that the
foreign policycosts would be more visible to the non-expert eye than the
economic costs. The list of sugar-producing countries that suffer from
U.S. protectionist policieshas a remarkably high overlap with the list of
countries that are of most interest to American policy makers (Philip
pines, Braziland Central America). The irony ofsubsidizing wheat sales
to the Soviet Union not long after imposing embargoes is also striking to
many.

Apparently, the effects that the farm bill would have on allies like
Thailand, Australia and the Philippines were pointed out to the Congress
when the bill was debated. Secretary of State George Shultz felt stron^y
enough about it that upon his return from a European trip in mid-

3iSome observers, both Thai and American, have looked to the volume of Thai rice exports in
1986 for early signs of whether or not the new U.S. policy is badly hurting Thailand. But
volume is not a useful statistic for this purpose. Once a crop has been planted and harvested,
farmers will not let it rot, but will sell it for whatever price they can. Thus, the effect of
increasedcompetitionfrom Americanricewillbe primarilyto drive down the pricethat Thai
farmers can get in the world market placeand not, in the short run, to affectthe volume of
exports.

Eastern Economic Review, Oct. 2, 1986.
mitigatingfactorforthe sugar producers is that, under the U.S.quota system, they get to

keep the "revenue'' fromhigher U.S. prices, which would instead goto the U.S. government
under a tariff system.
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December 1985, he reportedly drove straight from Andrews Air Force
Base to the White House to urge President Reagan to veto the bill. But
logic was no match for the strength of domestic political forces, as is
usually the case. There were Republican (and Democratic)Senators from
farmstateswho werejudgedin the November 1986 elections primarily by
what they had done recently to alleviatethe plight of their farmers. There
are no individual senators who have as much political reason to worry
about the effect on consumers, on Thai farmers, or even on the world
trading and financial systems.

On top of this usual problem, the media. Congress and the White
House seem increasingly caught up in fads that are more appropriate to
the movieor popular music industries than to serious policymaking. The
fad in U.S. trade policy is the belief that the large increase in the trade
deficit in the 1980s is due to other countries' adoption of import barriers
and export subsidies, that the United States is a "patsy" for keeping its
market open, and that retaliationis calledfor. Such beliefsthen giverise to
the adoption of policiessuch as the rice export subsidy, even though the
competitor has in fact not been subsidizing rice exports but doing pre
cisely the reverse (taxing them)!

As to the future, it does not appear that accumulated government
stocks have been worked down to a level which would indicate that the

effect on world markets is only transitory. The key question for the

Table 8

INTERNATIONAL PRICE AND TRADE EFFECTS OF LIBERALIZATION OF
SELECTED COMMODITY MARKETS, 1985

Country or country
group in which
liberalization takes Coarse Pork and
place Wheat grains Rice poultry Sugar

(percentage change in international price level following liberalization)
European Economic

Community (EC) 13 12 3
Japan 0 0 4 1 1
United States 1 -3 0 -1 1
OECD 21525

(percentage change in world trade volume following liberalization)
European Economic

Community (EC) 0 4 0 3 - 5
Japan 0 3 30 -8 1
United States 0 14-2 7 3
OECD -1 19 32 18 2

sources: Rodney Tyersand Kym Anderson, "Distortions in World Food Markets:
A Quantitative Assessment" (background paper); World Bank, World
Development Report 1985 (New York: OxfordUniversityPress, 1986), p. 129.

note: Data are based on the removal of the rates of protection in effect in 1980-82.
Data for the EC exclude Greece, Portugal and Spain.
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longer-term effects of the current rice policy is whether U.S. produc
tion will increase. Fortunately, the 1985 farm bill included acreage
limitations and other steps to limit the extent to which higher transfers
induce higher supplies in the future.

Most important is whether the industrialized countries are able to
move together toward a more liberalized world trading system in
agriculture. Table 8 illustrates the economic benefits that liberalization
would confer. The most powerful force pushing in that direction is the
out-of-control budgetary costs of existing policies, which are register
ing with politicians even in Europe. In the United States, the current
$26 billion annual cost of farm subsidies—nearly a 100 percent cost
overrun relative to what was forecast—sticks out like a sore thumb in

the era of Gramm-Rudman. The United States and other agricultural
exporters pushed to include agriculture at the 1986meetings at Punta
del Este, Uruguay, inaugurating the fourth major round of trade liber
alization negotiations under the GATT (General Agreement on Tariffs
and Trade). The objections of the Europeans, particularly the French,
were successfully overcome; the meetings assigned a role for agriculture
in the future negotiations.

Conclusion

The instinctive view of the man in the street is that any U.S. eco
nomic policy changes that help a country like Thailand probably do so
at the expense of the average American. But it is a remarkable fact that,
to the contrary, the same policy changes would benefit both the United
States and its trading partners. On the macroeconomic front, a serious
move to reduce the U.S. budget deficit—and the current Gramm-
Rudman process is looking less and less serious—with the Federal
Reserve allowing interest rates to fall, and Europe and Japan expand
ing their economies simultaneously, would reduce real interest rates,
the value of the dollar, the U.S. trade deficit and U.S. protectionist
pressures. On the microeconomic front, a reduction in protectionist
barriers would allow the less-developed countries to export more, and
therefore to grow faster and import more from the United States.
International trade is not a zero-sum game, but rather one in which all
countries stand to gain.
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15. Trends in the Thai Economy and
Implications for Thailand's Foreign
Economic Policies

MEDHI KRONGKAEW

This chapter attempts to delineate some important trends in various
facets of the Thai economy and implications for Thailand's foreign
economic policies. The word trend is used here to denote a continuation
of some events that may prevail in the next three to five years, or are
expected to happen in the next three to five years, and not a forecast of
what will happen in the next six months or one year. In other words, it is
concerned with the economy in a longer time horizon, or with economic
problems that are more fundamental and persistent in nature. This chap
ter will point toward conclusions about the needs and urgency to arrest
worsening trends and set the economy on a firmer footing for growth,
stability and improved equity.

Overall Trends

Perceived from a vantage point of macroeconomic development,
the Thai economy continues on its inexorable path of transformation
from an agriculturally-based to industrialized society, at least in terms
of productive or value-added contributions. From Table 1, which
shows the sectoral distribution of production at current market prices,
it can be seen that the share of agriculture in the country's gross
domestic product (GDP) continually had declined from 39.8 percent in
1960, one year before the launching of the First National Economic
Development Plan, to 29.6 percent on the average during 1970-79, and
finally to only 17.5 percent in 1985 (the latest data available). In short,
the relative productive contribution of agriculture in the Thai economy
in the past 25 years was reduced by more than half. Replacing agri
culture in economic importance and contributions were industries and
services. Manufacturing, which became the most important activity in
the industrial subsector, contributed 12.5 percent to the country's GDP
in 1960, rising to 17.9 percent during 1970-79, and finally reaching 19.8
percent in 1985. Based on this simple index of relative productive
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contribution, one can see that the share of the manufacturing subsec-
tor in GDP had surpassed the agriculture sector by 1984. For some, this
has been regarded as a turning point in Thai economic development,
signifying that Thailand has joined the rank of the newly indus
trialized countries (NICs).^

Table 1

SECTORAL DISTRIBUTION OF PRODUCTION AT
CURRENT MARKET PRICES (as % of GDP)

1960 1970-79 1980 1982 1984 1985

Agriculture 39.8 29.6 25.4 22.3 19.5 17.5

Crops 21.6 19.0 16.5 14.3 12.7

Others 8.0 6.4 5.8 5.2 4.8

Industry 18.2 25.7 28.4 28.0 29.1 29.8

Mining and
quarrying 1.1 1.8 2.1 1.7 2.1 2.8

Manufacturing 12.5 17.9 19.6 19.5 19.8 19.8

Construction 4.2 4.8 5.8 5.1 5.3 5.1
Electricity,

water supply 0.4 1.2 0.9 1.7 1.9 2.1

Services 42.0 44.7 46.2 49.7 51.4 52.7

Total GDP 100.0 100.0 100.0 100.0 100.0 100.0

source: Complied by author from National Economic and Social Development
Board (NESDB) data.

The service sector—which comprises wholesale and retail trades,
public administration, banking, insurance and real estate—and
ownership of dwellings showed a continuously rising trend from 42.0
percent of GDP in 1960 to 52.7 percent in 1985. A closer look revealed
that this sector enjoyed the fruits of development in general, with the
banking subsector reaping the highest benefits of all in the past 25
years.

Table 2 further substantiates the phenomena shown in Table 1; that
is to say, it shows the annual growth rates of "value-added" of each
major sector and some important subsectors. For the agricultural sec
tor as a whole the growth rate between 1971 and 1980 averaged 4.3
percent per annum, which was quite attractive but lower than the
growth of GDP overall. However, during the first half of the 1980s,
which coincided with the Fifth Plan period, agriculture suffered from
even slower growth, mainly resulting from stagnant or even declining

^Thisview met with objections from various scholars. For an interesting discussion on this
issue see Direk Pattamasiriwat, "Has Thailand Joined the Rank of Newly Industrialized
Countries?" Thammasat Economic Journal (1986).
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Table 2

GROWTH OF PRODUCTION, BY SECTOR, 1971-86
(annual growth rates, 1972prices)

Fifth Plan Sixth Plan

1971-80 1981 1982 1983 1984 1985^ 1986b Outcome Plan Plan

Agriculture 4.3 6.8 1.0

bo

4.1 3.8 2.2 2.9 4.5 2.9

Crops 4.5 8.0 2.4 3.4 3.3 3.6 1.4

Industry 9.3 3.8 3.0 6.7 8.3 4.4 5.0 5.1 7.6 6.6

Manufacturing 10.1 6.4 4.4 7.3 6.8 2.3 4.7

Construction 7.1 -6.5 -2.6 5.5 6.3 2.4 -0.6

Services 7.3 7.7 6.4 6.4 5.3 5.5 5.5 5.7 6.9 4.8

Total GDP 6.9 6.3 4.1 5.8 6.0 4.1 4.3 4.9 6.6 5.0

source: Complied by author from National Economic and Social Development
Board (NESDB) data.

^Preliminary.
^Estimate.

yields and the fall in the world agricultural prices. This, of course, had
resulted in a rate of growth of the agricultural sector during the Fifth
Plan of only 2.9 percent compared to the 4.5 percent plan target.
Industrial sector activity also may suffer from lower growth rates but,
on the whole, it still performed much better than the agricultural
sector despite slackened world demand associated with recession and
increased protectionism overseas. These growth differentials sped the
decline of agriculture still further. Overall, however, the growth of the
Thai economy in the next fiveyears, during the Sixth Plan, is expected
to be generally lower than the last plan period. For example, the
growth of GDP during the Sixth Plan has been set at 5.0 percent,
compared to 6.6 percent for the last plan, with agriculture striving to
maintain its already low growth rate of 2.9 percent, and industry
aiming for the highest subsector growth rate of 6.6 percent.

But while the share of the industrial sector in the gross domestic
product continues to increase, this growth in production and income
was not commensurately matched by growth in industrial employ
ment. In other words, the economic transformation from agriculture to
industry mainly applies to value added, not employment. As can be
seen from Table 3, despite more than two decades of active develop
ment and economic transformation, an overwhelming proportion of
the population still was engaged in agriculture. For example, the cen
sus data showed that in 1960, 82.4 percent of the population was found
in the agricultural sector while the proportion in manufacturing was
only 3.4 percent. In 1980, the agricultural population still was very high
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at 72.5 percent. The labor force survey for 1983has put the proportion
of agricultural population at 69.1 and of industrial population at about
9.9 percent, while the share of GDP in each sector was almost equal
ized in that year. This "imbalanced" development is something which
creates difficulties in the adjustment and development processes of the
Thai economy for the present and future.

Table 3

PERCENT OF ECONOMICALLY ACTIVE POPULATION 11 YEARS OF AGE
AND OLDER, BY INDUSTRY: 1960, 1970,1980, AND 1983

Industry 1960 1970 1980 1983

Agriculture 82.4 79.3 72.5 69.1
Mining 0.2 0.5 0.2 0.2
Manufacturing 3.4 4.1 5.6 7.3
Constmction 0.5 1.1 1.6 2.0
Public utilities 0.1 0.1 0.3 0.4
Commerce 5.7 5.3 7.4 8.7
Transportation 1.2 1.6 1.8 2.1
Services 4.8 7.1 7.9 10.1
Others 1.7 0.9 2.7 10.1

Total 100.0 100.0 100.0 100.0
(Number [thousands]) (13,749) (16,652) (22,867) (n.a.)

source: 1960, 1970,1980 population censuses; 1983 labor forcesurvey.

Beyond the sectoral changes of the Thai economy, there are other
ways in which one can look at the trends in the economy. One of these
is by checking the targets of a future (or present) development plan.
Obviously this approach is not recommended if the philosophy of
plan-making is for the country to strive toward some desirable but
difficult or even infeasible objectives. But if the targets are set after
careful studies and analyses of what is feasible rather than what is
desirable only, then such targets can be seen as the expected trends for
the economy. It is believed that Thailand's Sixth Plan is of the latter
type. As such, macroeconomic targets in the Sixth Plan could be used
to indicate the trends for the medium to long-term future.

From Table 4, where several salient macroeconomic targets in the
Sixth Plan are presented with the actual outcomes from the Fifth Plan,
several important trends can be scrutinized. A few of these are dis
cussed below.

Exports. It is expected that the exports of goods and serviceswill grow
at about 9.9 percent per year in value terms on the average during the
Sixth Plan periods from 1986 to 1991, or about 7.4 percent in volume.
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Table 4

SALIENT MACROECONOMIC TARGETS IN THE FIFTH
AND SIXTH PLANS, 1982-1991

Items

Balance of trade
Annual average (baht million)
Trade balance/GDP (%)

Current account balance
Average annual value (baht million)
Current account/GDP (%)

Exports of goods and services
Rate of growth of value
(% per annum)
Rate of growth of volume (% p.a.)

Merchandise exports
Rate of growth of value (% p.a.)
Rate of growth of volume (% p.a.)
Average annual value (baht million)

Income from tourism
Rate of growth of value (% p.a.)

Imports of goods and services
Rate of growth of value (% p.a.)
Rate of growth of volume (% p.a.)

Merchandise imports
Rate of growth of value (% p.a.)
Rate of growth of volume (% p.a.)
Average annual value (baht million)

Economic growth (% p.a. constant
price)

Agriculture
Manufacturing
Mining
Natural gas (million ft.^/day)
GDP

Expenditure growth (% p.a. constant
price)

Private sector
Consumption
Investment

Public sector
Consumption
Investment

Ratio of tax and non-tax reveune to
GDP (%)

Population growth (%)
Municipal areas
Sanitary district areas
Wlages

Inflation (%)

Actual Trend:
Fifth Plan

57,300
5.9

36,800
3.8

9.0

8.8

7.6

8.0
176,100

12.2

3.3

3.3

2.9
3.3

233,300

2.9

5.6
6.5

320
4.9

4.6

0.6

3.6
2.4

14.6

2.1

3.1

2.5
1.8

2.7

Targets:
Sixth Plan

35,900
2.7

11,800
0.9

9.9
7.4

10.7

8.1
290,700

7.4

9.3

4.5

2.9
4.6

324,900

2.9

6.6
6.4

720
5.0

3.7

8.1

5.3
1.0

15.3

1.7

2.9
2.8
1.1

2.3

source: Complied by author from National Economic and Social Development
Board (NESDB) data.
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Compared with actual outcomes of the Fifth Plan, the rate was higher
in the Sixth Plan for value growth but lower for volume growth. This
seems to indicate that export prices for Thailand are expected to
improve in the next five years so that the country could earn more by
exporting less, compared to what it was doing in the past five years.

Imports, The value of imports is expected to grow much faster during
the Sixth Plan than during the Fifth Plan (9.3 percent compared to 3.3
percent). One major reason for the low rate of import growth during the
Fifth could be the second oil-price increase in 1979-80, the devaluation of
the baht in 1984 and other restrictive policies before and after that.
Whether the increase in future import value will offset the increase in
future export value remains to be seen.

Balance ofTrade. The high trade deficit periods in the early Fifth Plan are
not expected to be repeated during the Sixth Plan. The trade deficit during
the Sixth Plan should average about baht 35,900million per annum, down
from baht 57,300million per annum during the last Plan. In terms of ratio
of trade deficit to GDP,it is expected to fall from 5.9 percent to 2.7 percent
between the two plans.

Tax Efforts. The ratio of tax and non-tax revenue to GDP averaged about
14.6 percent for the Fifth Plan. This was much lower than 16.0 percent
which was the revised target of the last plan. (The original target was 18.0
percent.) Therefore the new target of 15.3 percent for the Sixth Plan
should be considered realistic, though somewhat on the low side.

General Economic Growth. The rate of growth of the whole economy is
expected to be 5.0 percent per annum during the Sixth Five-Year Plan.
This growth rate has been the lowest among all the development plans
that the country had experienced, but this rate is reasonable considering
the fact that the country is encountering numerous economic difficulties
both domestically and internationally.

Savings-Investment Gaps

In a market economy such as Thailand, investment by private as
well as public sectors counts toward generating national income and
economic expansion. Investment can come from both private and
public savings, domestically as well as from foreign sources. The
imbalance between investment and savings can occur because the
investment level is too high or the savings level too low. High invest
ment is beneficial to economic expansion, but that must be matched by
sufficient savings, or savings-investment gaps exist which have to be
rectified by foreign borrowing, thus creating pressure on the country's
current account balance. A persistent savings-investment gap reflects
the inability or inefficiency of domestic resource mobilization, the
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unproductive spending and consumption, the risk of soon losing
international creditworthiness. The country's development effort
could be seriously affected if this savings-investment gap is allowed to
continue unchecked.

From Table 5, which shows investment and savings ratios and
savings-investment gaps in Thailand between 1978and 1985, it can be
seen that the private sector percentage share of investment to GDP fell
from about 20 percent at the turn of the decade to about 14.5 percent in
1985. Within this sector, savings are more than adequate to finance its
own investment, with some surpluses available for the public sector.
For the public sector which is here defined to include the central
government and public enterprises, the savings-investment gaps
remained serious throughout the past eight years or so. For the central
government, the gap was as high as 5.4 percent of GDP in 1982,
whereas for public enterprises the peak gap of 4.0 percent of GDP was
experienced in 1980. All together, the public sector of Thailand suf
fered these deficits at a very high level of between 4.7 and 8.0 percent of
GDP.

Table 5

INVESTMENT AND SAVING RATIOS,
AND SAVING-INVESTMENT GAPS, THAILAND, 1978-85

(as % of GDP)

1978 1979 1980 1981 1982 1983 1984 1985^

Private Sector

Investment (I) 19.2 21.1 18.1 16.0 13.2 15.1 14.5 14.5

Saving (S) 19.3 19.4 19.6 16.4 18.3 14.1 15.5 15.8

S - I 0.1 -1.7 1.5 0.4 5.1 -1.0 1.0 1.3

Central

Government
Investment (I) 4.8 4.4 4.6 4.4 4.6 4.0 4.1 3.7

Saving (S) 1.9 1.1 0.6 0.6 -0.8 0.5 0.2 1.1

S - I -2.9 -3.3 -4.0 -3.8 -5.4 -3.5 -3.9 -2.6
Public Enterprises

Investment (I) 3.0 3.3 4.5 4.3 3.2 3.9 3.9 3.6

Saving (S) 0.9 0.8 0.5 0.7 0.9 1.3 1.8 1.5

S - I -2.1 -2.5 -4.0 -3.6 -2.3 -2.6 -2.1 -2.1

All Sectors

Investment (I) 27.0 28.8 27.2 24.7 21.0 23.0 22.5 22.0

Saving (S) 22.1 21.3 20.7 17.7 18.4 15.9 17.5 18.4

S - I -4.9 -7.5 -6.5 -7.0 -2.6 -7.1 -5.0 -3.6

source: Compiled by author from data of Bank of Thailand.
^Preliminary.
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When the private and public sectors are combined, an interesting
picture for the whole economy emerges. The overall investment ratios
show a declining trend in the last several years, from 27.0 percent of
GDP in 1978 to 22.0 percent in 1985. The same declining trend is
observed also for savings. Although the savings ratios for 1984 and
1985 show a substantial rise over 1983, these were approximately the
levels that existed in 1981 and 1982. As mentioned earlier, the continu
ous decline in investment rates already are sufficient cause for con
cern. The general decline or stagnation of savings rates contributes
toward the basic economic difficulties. The savings-investment gap for
1985 may appear quite low (3.6 percent) but this figure was only
preliminary, probably caused by an optimistic estimate of revenue
collection in 1985. In all, it can be concluded that the savings-invest
ment gaps have been a serious problem in Thailand for some time and
still pose a serious threat to the future growth and stability of the
economy. This "living beyond the means" syndrome is in need of some
correction.

But how? It seems that the public sector is the one that has the
problem. The general government, that is the central government and
local government together, performs poorly in its revenue-raising
activities. The general revenue to GDP ratios have been stagnating
around 13-14 percent for years. In some years, the performance was so
poor and the current expenditures so high that the government
needed to borrow even to finance consumption, let alone capitail
expenditure. Only recently, this ratio has been nudged slightly
upward in the 15-16 percent region through determined efforts of the
Ministry of Finance to push for greater domestic resource mobiliza
tion. But a great deal more remains to be done. Several tax-reform
packages which were designed for the Fifth Plan were still not fully
implemented due to political risk and uncertainties. The other part of
the public sector, the public enterprises, also contributed greatly to the
deficits by their extensive investment programs (especially in public
utilities such as telephone and water service, or in transportation-
related fields such as aircraft purchasing). Recent efforts in many
public enterprises to streamline operations and tariff structures paid
off in increasing the revenues—but a great deal more remains to be
done.^

^It should be noted that along with tax-restructuring programs, the public enterprise
restructuring programs were included as a main activity of the last two of the World Bank's
structural adjustment loans (SALs).
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Foreign Debt Creation and Management

In cases where the raising of public savings cannot be done in time,
the public sector deficits are financed by domestic bank and non-bank
systems. When this financing method is insufficient, foreign
resources will be sought through external borrowing. As mentioned
earlier, foreign borrowing by the public sector was unusual in the
sense that it is being used not only to raise investment but also to fill
the disequilibrium gap of current expenditure deficit. This latter prac
tice is of course objectionable, and various government agencies now
are instructed to refrain from it. Still, foreign borrowing for invest
ment purposes will need to be closely monitored so that the economy
does not suffer from an excessive debt burden which could create

dislocation or delay in investment activities.
At present, the indebtedness in Thailand is considered manageable

by international standards, but there are certain features about
Thailand's foreign debt situation that deserve close analysis. Some of
the important indicators of foreign indebtedness in Thailand are
depicted in Table 6. From this table several interesting points can be
observed. For instance, on stock of debt, total foreign debt increased
from $1.09 billion in 1970 to $16.06 billion in 1985, or about a 15-fold
increase in 15 years. Certainly this rate of increase is worrisome. On
long-term debt, there seems to be a changing role between private
sector borrowing and public sector borrowing through time. In 1970,
for example, the long-term debt of the private sector exceeded that of
the public sector—four hundred million dollars compared to three
hundred twenty million dollars, or 55.6 and 44.4 percent respectively
in the overall distribution of long-term debt. In 1985, public long-term
debt was more than double that of the private sector ($8.16 billion and
$4.05 billion dollars respectively). Now about two-thirds of long-term
foreign debt belongs to the public sector and about one-third to the
private sector. In 1982, the share of public long-term debt was as high as
72.7 percent. In effect, the public sector has become the dominant
generator of foreign debt.

On debt ratios. Table 6 shows that the total debt to GDP increased
rapidly from 16.6percent to 40.6 percent. In terms of private long-term
debt to export values, the ratios fell between 1970and 1980but picked
up again in the middle of 1980s. However, the public debt to export
ratios showed a continuous rising trend until about 1983 when the
ceiling appeared to have been reached. On debt service ratios, the
private sector tended to maintain roughly constant ratios between 7.5
and 10.6 percent, whereas the public sector was shown to have been
involved in greater and greater debt repayments. It can be seen that the
public long-term debt service ratios increased from 3.4 percent in 1970
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Table 6

INDICATORS OF INDEBTEDNESS

1970 1975 1980 1981 1982 1983 1984 1985
Stock of debt

(USSbiUion) 1.09 2.28 8.11 10.10 11.34 13.15 14.49 16.06
Total debt 1.09 2.28 8.11 10.10 11.34 13.15 14.49 16.06

Total LTdebta 0.72 1.36 5.80 7.22 8.45 9.66 10.92 12.21

Public LT debt 0.32 0.62 4.10 5.13 6.14 7.00 7.57 8.16
Private LT debt 0.40 0.74 1.70 2.10 2.32 2.66 3.37 4.05
Short-Term debt^ 0.37 0.92 2.30 2.88 2.88 3.49 3.55 3.85

Distribution of LT

debt (%)
Public sector 44.4 45.6 70.7 71.1 72.7 72.5 69.3 66.8
Private sector 55.6 54.4 29.3 28.9 27.3 27.5 30.7 33.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Debt ratios (%)
Total debt^GDP 16.6 15.5 24.2 28.0 30.8 32.6 34.5 40.6
Total debt/exports^ 92.9 76.7 94.6 109.2 120.5 142.5 138.6 146.0

Public 27.3 20.9 47.9 55.4 65.2 75.9 72.4 74.2

Private 34.2 24.9 19.9 22.7 24.6 28.8 32.2 36.9
Short-term 31.4 30.9 26.9 31.1 30.6 37.8 34.0 35.0

Debt service ratios
(as % of
exports)^

Total debt 17.1 15.1 17.3 17.4 18.9 22.9 24.8 26.1
LT debt 14.0 12.0 14.6 14.3 15.9 19.1 21.4 22.3

Public 3.4 2.4 5.1 6.7 8.3 10.2 11.9 11.7

Private 10.6 9.6 9.5 7.6 7.5 8.9 9.4 10.6
Short-term<^ 3.1 3.1 2.7 3.1 3.1 3.8 3.4 3.8

source: Adapted from World Bank, Thailand: Growth with Stability, Report No.
6036-TH Qune 5, 1986), p. 91.

aLT=Long-term debt, over one year maturity.
^World Bank's estimates.
^Exports of goods and services.
^^Interest payments only.

to 11.7 percent in 1985. At present, this high level of debt repayment
forms a substantial part in the annual expenditure budget of the
central government, making other functional spending of the govern
ment difficult. The cost ofborrowing also has become more expensive.
As shown in Table 7, the composition of concessional versus non-
concessional sources of external finance for the public sector reversed
from 72.6 to 27.4 percent in 1970to 22.8 to 77.2 percent in 1981. In other
words, as Thailand became more developed it was deprived of oppor
tunities to receive cheap loans.

In sum, the foreign debt situation has become more and more
critical of late, particularly in the public sector. Although the overall
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debt volume is still manageable, the government is now under increas
ing pressure to pay close attention to debt creation and management
lest the country be plunged into the debt quagmire that one sees in
some Latin American countries. Several economic projects which
require large public investments (such as the Eastern Seaboard Devel
opment projects) were recommended for reconsideration, postpone
ment or even abrogation. This is of course necessary if we wish to avoid
the debt trap. The reorganization of the National Debt Committee and
the setting up of an appropriate debt ceiling are the kind of measures
that the government is adopting to cope with present debt problems.

Table 7

DISTRIBUTION OF SOURCES OF PUBLIC SECTOR
EXTERNAL FINANCE (%)

Type of Finance 1970 1975 1981

Concessional 72.6 50.7 22.8

Bilateral 27.7 31.7 17.3

Multilateral 45.0 19.1 5.6

Nonconcessional 27.4 49.3 77.2

Bilateral 11.5 3.6 8.8

Multilateral 5.7 35.7 23.4

Bonds — — 2.6

Financial institutions 0.8 10.6 40.8

Supplier credits 9.3 2.6 1.6

Total 100.0 100.0 100.0

source: World Bank, World Debt Tables 1983-S4 (1985).

Export Promotion and Related Policies

The discussion thus far has implied that long-term growth and
stability in the Thai economy could be obtained partly by closing the
savings-investment gaps through increased domestic resource mobi
lization and careful debt creation and mangement. There is another
measure that can be used to help raise aggregate investment and
savings. This measure is the promotion of exports.

In the past two decades or so, the approach to Thai economic
development called for the agricultural sector to provide support for
industrial and service sectors by producing cheap food for domestic
consumption with the surplus for export. At the same time indus
trialization took the form of import-substituting activites with the
government providing protection from overseas competition through
the imposition of tariff walls and other import restriction practices.
This protection is an acceptable policy provided it is not carried out for
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too long, lest domestic inefficiency in resource allocation and manage
ment set in, thus wasting more resources. In Thailand this is exactly
what had happened in industrial policy. It has been shown quite
conclusively that import protection increased as the country became
more industrialized. Between 1974 and 1978, for example, average
levels of nominal protection of import substituting activities rose from
34.6 percent to 50.8 percent for products with low import competition
and from 24.8 percent to 35.7 percent for products with higher import
competition.^ With these incentives, import substituting activities
expanded, creating higher costs for saving foreign exchange in con
trast to earning through export activities. High costs also were caused
by the relatively capital-intensive nature of import substitution and the
lack of exploitation of economies of scale in producing for the small
domestic market. The capital-intensity of the production process also
limited employment creation, with the number of jobs created per unit
of value added being three times as high in non-resource-based export
industries as in import-substituting activities.

Realizing these adverse effects on the economy, the government set
out to correct misguided policies by attempting the restructuring and
reform of the tariff system. During the early part of Fifth Plan period,
the overall tariffs were reduced as part of the structural adjustment of
the economy, but recently the government was forced to rescind some
of previous reductions or refrain from undertaking further tariff
reform for fear that further reductions might worsen the fiscal position
of the government and damage Thai companies. Moreover, the
increased protectionism in OECD countries in recent years made trade
liberalization less attractive. At any rate, over the long run, broad-
based tariff reform still is desirable for efficiency purposes.

Concomitant with the removal of bias in favor of import substitu
tion, export promotion policies would be set forth. Indeed, the govern
ment did pay attention to the promotion of exports, particularly man
ufactured exports, as early as the 1970s—^but it was only recently that
the government gave its all-out support for export promotion. At
present, the following are some of the incentives that the government
gives to exporters of manufactured and primary goods.

(1) Exemptions from import duties, business taxes and municipal
taxes on imported materials used in export production (by the
Customs Department).

(2) Rebates of import duties and indirect taxes paid on imported
materials used directly in production for export, on imported materials

^SeeWorld Bank, Thailand: Industrial Development Strategyin Thailand, a World Bank country
study (June 1980), p. 4.
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used at previous stages of manufacture, and on domestic materials (by
the Fiscal Policy Office).

(3) A rebate of 20 percent on electricity used in production for
export (by the Electricity Generating Authority of Thailand).

(4) The preferential treatment of investments in export industries
and trading firms (by the Board of Investment).

(5) The rediscounting facilities on loans extended to exporters (by
the Bank of Thailand).

(6) The establishment of the export processing zone (by the Indus
trial Estate Authortiy of Thailand).

(7) The assistance to private firms regarding export facilities, and
promotional activities such as the organization of trade fairs, the estab
lishment of showrooms and the provision of information on Thai firms
abroad (by the Department of Commercial Relations and its Export
Service Center).

Table 8

TRADE INDICES AND TERMS OF TRADE, 1975-85
(1980 = 100)

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985®

Exports
Volume 51 71 82 88 96 100 112 125 113 137 155

Value 66 64 66 71 85 100 103 96 97 96 90

Unit value 34 46 53 62 81 100 115 120 110 132 139

Imports
Volume 62 64 77 82 96 100 97 86 110 113 102

Value 57 60 65 70 81 100 118 121 114 115 117

Unit value 35 39 50 58 77 100 115 104 125 130 119

Terms of Trade 116 107 101 102 105 100 87 79 85 84 77

source: Bank of Thailand, Monthly Bulletin, various issues.
eWorld Bank estimate.

Despite these active policy measures aimed at export promotion,
Thailand is faced with external conditions beyond its control that have
negative repercussions for its export performance. One of these is the
deterioration in foreign terms of trade. As shown in Table 8, the index
of export value began to decline from its peak around 1981while the
corresponding index of import value jumped from the same period
and generally stayed up at higher levels throughout the first half of
1980s. In 1985, the World Bank has estimated that the index of import
value would be about 117 (1980 = ICQ) while the index of export value
would be only 90. The terms of trade thus falls to 77 in 1985compared
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to 100 in 1980. Thailand needs to reevaluate its export compositions
and prices that eventually will arrest this declining trend in its foreign
terms of trade.

Table 9

NON-TARIFF BARRIERS—PERCENTAGE OF INDUSTRIAL COUNTRY
IMPORTS FROM DEVELOPING COUNTRIES COVERED BY NTBS

(% of imports covered)

All Goods Manufactures Agricultural
Exporter All U.S. EEC Japan All U.S. EEC Japan All U.S. EEC Japan

Thailand 17.8 20.3 12.3 24.3 17.3 18.7 29.6 3.4 20.1 35.5 1.8 52.0

Indonesia 27.3 84.8 12.6 1.7 4.3 5.8 9.9 0.3 25.2 0.1 12.0 67.2

Malaysia 10.2 20.6 9.9 2.6 5.2 3.1 11.8 1.1 10.7 0.5 4.3 37.4
Philippines 14.9 20.0 21.7 4.2 20.1 19.5 36.1 2.2 13.1 20.3 5.0 11.5
China 26.2 59.1 34.1 11.5 30.5 51.7 40.2 6.0 36.6 59.2 19.4 41.8

NICs 23.8 38.6 26.7 6.3 22.4 23.6 26.7 3.5 24.7 21.4 9.1 43.4

Developing 32.2 53.6 22.4 8.1 20.5 19.4 27.6 4.2 23.6 19.5 17.5 45.9
Industrial 18.7 23.8 14.6 19.9 12.6 13.9 13.0 9.4 18.7 21.3 27.1 31.5

source: World Bank, Thailand: Growth withStability, Report No. 6036-TH (June 5,
1986), p. 20.

note: As of June 1984with 1981import weights.

Another problem facing Thailand's foreign trade is the increased
protectionism from its major trading partners like the United States,
Japan and the EEC. But in comparison with other developing nations
Thailand is not unduly hurt by trade barriers (Table 9). For example, of
all imports covered with non-tariff barriers in 1984, the percentage for
Thailand was 17.8 percent, whereas for NICs it was 23.8 percent and
for all developing countries 32.2 percent. Nevertheless, the effects of
these barriers could be quite serious, and it is likely that if Thailand
manages to raise its competitiveness further, it will face additional
barriers to trade just as South Korea and other successful NICs have
done. On this front, the World Bank has suggested five areas in which
Thailand can move to fight protectionism—the diversification of mar
ket structure, the increase in product diversity, the better use of infor
mation about market opportunities such as greater utilization of GSP
benefits, the lobbying in export markets, and the better use of GATT
provisions.

Other Trends and Problems

Outside the realm of foreign economic policies, there may be many
more trends and issues that are very critical to the economic future of
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Thailand. Take for example, the question of appropriate labor absorp
tion and employment policies in the situation where the majority of
the population still is tied to the depressed agricultural sector. Or take
the reduction of poverty accompanied by the worsening in the dis
tribution of income. This paper has touched only a bare minimum of
what really needs to be known about the Thai economy to form a base
for sound policy decisions.

Conclusions

From the trends and scenarios examined, it may be concluded that
despite the relative success of economic expansion and reasonable
stability in the past several years, the Thai economy still confronts
many fundamental problems. These manifest themselves not only in
foreign economic policies but in much deeper and broader economic,
social and political policies. The transformation of the economy may be
judged successful in terms of productive contributions of a certain
sector, but unsuccessful with respect to population and employment
relocation. On some specific issues which were selected for discus
sion, the problem of savings-investment gaps remains critical for the
long-term development of the country. Somehow these gaps must be
seriously attended to. The foreign debt problems expose the country to
the risks and uncertainties imposed by outside forces which may be
potentially dangerous as well as useful. Increased exports seem to be
the path by which the country could go forward, the direction which
could lead to the solutions that Thailand is looking for.



16. Energy: Implications of the Oil
Market Collapse for U.S.-Thai
Relations

R. SEAN RANDOLPH

Energy production and consumption policy is a subject of major
significance to the economies of both the United States and Thailand.
The global turn of events that caused world oil prices to plummet in
1986 goes far beyond the framework of U.S.-Thai relations and there
fore requires reference to several broader themes. Indeed, the dra
matic changes in world oil markets over the past year amply illustrate
the enormous impact that oilprice levels have on the globaleconomy in
general and national energy sectors in particular.

U.S.-Thai energy relations do not operate in a vacuum but form part
of a complex and dynamic web of international political, economic and
commercial relationships. Bilaterally, energy trade between the United
States and Thailand is minimal; but in commercial terms our energy
relationship is important. While these commercial links are healthy, I
believe that the drop in oil prices has brought new pressures to bear
that best can be alleviated by an active dialogue among the parties
involved and a common understanding of the long-term implications
of the current oil glut.

As a starting point, I would offer the premise that the drop in oil
price levels has had a significant impact upon energy industries in both
the United States and Thailand, such that companies face diminishing
returns from their investments in energy resource development. Both
of our countries are blessed with indigenous energy resources and for
various reasons, including reducing import dependencies, seek to
develop these resources. While future price paths, a function of the
balance between energy supply and demand, are fraught with uncer
tainty, I believe that the demand for oil will grow over the long term
and that it would be unwise to halt conservation efforts or oil explora
tion development activities on the basis of short-run expectations.
Over time there will be increasing pressure on companies in the
United States, Thailand, the whole Pacific Basin and elsewhere to find
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more oil and gas. Although this is a task for private enterprise, govern
ments have a responsibility to create the appropriate environment for
those ventures to be commercially viable and attractive. My basic
theme is that one should not allow events in the short run to under
mine long-term plans for development of indigenous energy
resources, despite the relatively low cost of oil imports prevailing
today. Instead, policy makers and entrepreneurs in both the United
States and Thailand should continue their quest for new energy
reserves and proceed with long-term development plans as expedi-
tiously as prevailing economic circumstances permit.

Global Energy Situation

Petroleum has for many years been the primary fuel in the energy
mix of the world's market economies and until recently it accounted for
more than half of all commercial energy consumed. Ten years ago,
according to calculations made by the U.S. Department of Energy,
petroleum accounted for 55 percent of Free World energy consump
tion, or in absolute terms 47 million barrels per day out of a total
quantity of energy consumed equivalent to 85 million barrels per day.
The second most important commercial energy fuel after oil was natu
ral gas (18 percent) followed by coal (17 percent), nuclear (2 percent)
and other sources (8 percent). By1980,after the second oil shock, oil's
share dropped to 51percent despite an actual increase in the quantity
consumed, as a result of conservation and the use of alternative fuels
by consumers.

In 1984there were two significant developments in the Free World
energy mix. First, oil use fell for the first time in recent memory to
below the 50 percent level to the 47 percent mark. Second, coal use
surpassed that of natural gas, having 20and 17percent shares respec
tively. These trends continued through 1985 and into 1986.

The recent sharp drop in world oil prices has, however, raised
serious questions regarding the continuity of this process. It is a
process which has been highly positive in terms of its impact on the
energy security of developed and developing oil-consuming countries
alike. The question that arises is whether under lower prices oil use
will increase at the expense of other fuels, thereby reversing the trend
of the past few years. Will prices for oil remain low relative to coal and
gas and bring a turnabout such that oil use moves back above the 50
percent level? Or will oil prices rise sufficiently to maintain incentives
for the continued development, production and consumption of alter
native fuels such as coal and gas?

The dramatic price increases in the 1970s spurred major efforts to
develop alternative energy sources and to use energy more efficiently.
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From 1980 to 1985, OPEC producers attempted to maintain high oil
prices at artificially high levels, a policy which in turn engendered
market forces and national policies aimed at reducing dependence
upon oil. Responding to the incentive of high prices, non-OPEC oil
production was increased. In 1980 non-OPEC oil production
amounted to about 21.5 million barrels per day while currently it is
nearly 27 mbd; most of these production increases have come from
Mexico and the North Sea. As one result, the members of the Organi
zation of Petroleum Exporting Countries (OPEC) came to command a
smaller share of the world market and therefore lost their predominant
influence over it.

By 1985Saudi Arabia's output was well below what its production
share should have been as agreed upon by OPEC ministers in January
1984. In the fall of 1985 Saudi Arabia abandoned its role as the "swing
producer" and doubled its production from 2.3 mbd to 4.7 mbd and
through net-back pricing demonstrated a willingness to sell its oil at
spot-related prices. In December 1985, OPEC nations endorsed this
policy to secure and defend their market share. Amid the resulting
flood of oil, world oil prices began to collapse from about $25 a barrel
down to $10-15 a barrel. At one point during 1986 spot and futures
prices dropped below $10a barrel. Over the course of1986,the average
cost of crude oil to U.S. refiners declined by 30-40 percent.

During that time OPEC had severe difficulty in reaching a viable
agreement on production quotas for its members to support higher
prices. The prospect of economic disaster faced by most OPEC coun
tries as a result of prolonged low prices creates a major incentive for
that organization to reach and adhere to some new production or
pricing accord. Nevertheless, the centrifugal forces of diverse national
policies and interests within OPEC undermines group cohesion and
carries with it the potential for a renewed price collapse.

Non-OPEC oil output is also a factor and the cooperation of these
countries has been sought by OPEC. Mexico, Norway, the Soviet
Union and several small non-OPEC countries such as Malaysia have
committed to reducing production on a level commensurate with
OPEC cuts. Despite these developments there remains about 8-10
mbd of surplus production capacity in the world, of which nearly half
is in Saudi Arabia. Thus, even with small increases in world oil
demand, low prices could well persist for a considerable period.

Outlook for the International Oil Market

World oil markets will continue to face uncertainty, primarily as a
result of the imbalance between current world oil supply and demand.
Saudi Arabia's role is crucial. Another factor is the degree to which
OPEC policies begin to reflect a greater sensitivity to market factors.
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Based on experience, and on the reluctance ofmostOPEC members
to accept a cut in their individualquotas, it willbe difficult for OPEC to
fashion a lasting production-sharing agreement for its own members,
much less outsiders. Downward price pressure on the market may
therefore continue. Oil exporting countries, particularly those which
are heavilyin debt, as wellas energy industries worldwide and some
parts ofthe bankingsectorwill continueto sufferadverse effects from
loweroilprices.Asmuch as price, predictabilityand stabilityofprices
are regarded as critical by the oil industry in its longer-term planning
for exploration and development. Even should higher price levels be
achieved, the radical swings of 1986 have severely affected industry
investment levels. As a result, serious economic dislocations have
occurred in many energy-producing regions in the world, including
the Southwest United States. However, for oil-importing countries
such as the United States and Thailand in general, the overall eco
nomic impact of low oil prices has been beneficial.

We know little about the short-term reactions of key oil market
variables in the face of price declines of this magnitude. The major
unknowns include the short-run responsiveness of oil demand and
current production to sharply lower prices, the behavior of invento
ries, and the economic and political decisions made by oil producers,
both OPEC and non-OPEC. A critical variable for the oil market in both
the near and long-term is the response of oil demand to lower oil
prices. Departmentof Energy projections suggest that the reaction of
demand to lower prices will be significant but not dramatic. Other
factors that could affect price include the Iran-Iraq war, which could
disrupt oil flows from the Persian Gulf or, if hostilities stop, bring
significant new supplies to the market.

Allof this uncertainty creates a poor environment for the develop
ment of alternative energy supplies, including coal and natural gas.
High prices for petroleum had in the 1970s and early 1980s caused
energy importing countries to seek alternative energy sources and to
implement conservation policies. The advent of lowerprices, however,
makes the utilization of alternative energy sources less cost-effective.
The short- and long-term impact of the current oil glut therefore may
wellgenerate problemsthat werenot anticipatedunder the previously
prevailing high-cost marketenvironment. On the otherhand, it alsomay
offer opportunities that need to be identified and takenadvantage of.

U.S. Energy Sector

As the Free World's largest producer and consumer of energy
resources, the U.S. energy sector relies heavily upon a vast domestic
resource base to meet the petroleum, natural gas, coal and uranium-
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based fuels required to drive our economy. The U.S. energy industry
does not operate in isolation, however, as American consumers spend
$40 billion a year on net energy imports. By virtue of our role as a
leading importer and exporter of energy goods and services, the U.S.
situation has important implications for the world energy system.

In 1985 the United States consumed the equivalent of 34.5 million
barrels of oil per day. Of this amount, 30.3 mbd equivalent was pro
duced domestically or about an 88 percent share, with the rest sup
plied by imports. Meanwhile, in 1985 the United States exported the
equivalentof2mbd ofenergyfuels, mostlycoal. Net imports ofcrude
oil and petroleum products during 1985amounted to 4.3 mbd. Mexico
wasour largestsupplier,providing816,000 barrelsper day, followed by
Canada at 770,000, Venezuela at 605,000 and Indonesia at 314,000 b/d.

The U.S. economy in 1985 was primarily dependent upon
petroleum, as evidenced by its 42 percent share of total energy con
sumed, followed by natural gas and coal each with 24percent shares.
Nuclear power accounted for another 6 percent along with hydro-
power at 5 percent. Of the 30-plusmbd-equivalent ofenergy produced
in the United States during 1985, coal once again was our leading
domestic energy resource, accounting for 30 percent, followed by
crude oilat 29percent, and natural gas at26percent. This balanced mix
of fossil fuel production and consumption has served to provide the
United States with a strong energy industry.

U.S. Energy Policy Perspectives

The goal of U.S. energy policy continues to be that there should be
an adequate and secure supply of energy available in the United States
at reasonable cost. Our basic approach to achieving this goal is to
maximize reliance upon free markets while promoting a balanced and
mixed energy resource system. Our policy in this latter case is to seek
improved energy security through diversification of supply, both in
terms of imports and energy resources. The basic tools the Reagan
administration has used to these ends have been: Encouragement of
domestic energy production through removal of government reg
ulatory burdens, continued investment in long-term research and
development into alternative energy sources, and expansion of the
U.S. Strategic Petroleum Reserve (SPR). These policies have proven
successful over the past several years, as evidenced by the following
examples from our domestic economy.

Sinceearly 1981, market forces have reduced real oil prices on the
market by more than 40 percent.

Total domestic crude oilproduction has risen annually since 1981,
reaching in 1985 the highest level for any year since 1973.
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Nuclear power has become the second largest source of electricity
in the United States.

Net imports of crude oil and petroleum products, not including
SPR imports, are about 32 percent of domestic oil consumption
compared to 37 percent in 1980.
The key development on the current domestic and global energy

scene is the sharp decline in world oil prices. Overall, we believe that
the economic impact of current low oil prices will be beneficial for the
United States and other oil importing countries, as reflected in higher
economic growth and lower inflation. Lower oil prices also should
provide a boost to the international economy.

It is a fact, however, that lower oil prices have led to serious eco
nomic dislocations for the energy industry. Our petroleum companies
are facing a significant decline in income, and are moving to shut in
high-cost wells, delay major projects and reduce work forces. Majoroil
companies have decreased their spending by about 30percent for 1986.
Independent firms slashed their capital programs by 50 percent or
more for 1986. Lower capital expenditures and decreased drilling
activity will have the effect of lower reserve additions and domestic
production for future U.S. energy needs. Also, when prices inevitably
rise in the future it will take several years before a significant new
production response can be achieved. Skilled personnel and the read
ily available specialized equipment needed to develop oil reserves also
will be reduced if oil prices remain low. The reduction in oil exploration
and development expenditures will thin the ranks of independent
drillers and producers who traditionally have drilled 70percent of total
footage in the United States. This gloomy prospect is tempered by our
experiences in the 1970s and early 1980s, which showed that the U.S.
domestic oil industry can respond quickly when prices rise.

While we believe that stability in the market is in the interest of
energy producing and consuming countries alike, we also believe that
that stability is best achieved in the long run through the operation of
market mechanisms. We do not favor, therefore, a government role in
the setting ofprice and production levels, either domestically (through
an oil import fee) or internationally (through cartel-like behavior).
While pressures exist to address current industry and producer prob
lems with short-term fixes or measures designed to arbitrarily adjust
the market, it remains our belief that effective long-term stability is
achieved best through the operation of market forces. We have made
great strides in this direction in the last few years domestically as well
as internationally, and we believe that we should continue to hold to
this longer-term perspective.
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Thailand's Energy Sector

Like otherdeveloping countries, Thailand relies heavily on energy
consumption to fuel the industrialization and modernization of its
economy. Although its rate of economic growth over the last decade
has been impressive, about 7 percent per annum, the demand for
energy has grown even faster—such that its energy/economic coeffi
cient is calculated to have been in the range of 1.1 to 1.2. This ratio is
higher than most developed countries, including the United States
and underscores the importance of energy to Thailand's economic
future.

Imported oil has played a prominent role in Thailand's energy
sector, as it has in most other countries. As the fourth largest oil
importer among the developing countries, about 180,000b/d, Thailand
ranks only behind Brazil, South Korea and Taiwan. Thailand was
seriously affected by rising oil prices in the 1973-81 period but was
highly successfulin adjusting to the new energy environment sustain
ing a high level of economic growth. Now, like other oil importirig
nations Thailand is reaping the economic benefits of depressed oil
prices. Thedangerin the current situation is that the illusion oflong-
term market surplus can lead to complacency in terms of long-term
energy planning. In other words, cheap imported foreign oil today
brings current benefits, but this does not mean that there is any less
need for sound energy policy.

Like the United States, albeit on a smaller scale, Thailand is
endowedwith a diversity of energy resources. Thailand is clearly no
SaudiArabia (provenoilreservesare no more than 156 millionbarrels)
but Thaienergyplanners do have flexibility in pursuing coal, natural
gas and hydropower options that many other countries do not have.
Oil price rises in the 1970s encouraged the exploration and develop
ment of coal and lignite deposits—estimated to be about 250 million
tons—and have justified investments in mining operations in several
locations, particularly Mae Moh. Coalnowis used in the powersector
as an economicsubstitute for oil. The advent ofdomestic production of
naturalgashas had a significant impacton Thailand'seconomyand, hi
combination with increased useoflignite in thepower sector andthe
cementindustry, has resulted in a decreasein the nation's intensity of
oil use. Proven reserves of natural gas—most of which are offshore in
the Gulf of Thailand—are estimated to be about 210 billion cubic
meters. This ranks Thailand ninth among the nations in the gas-ridi
EastAsiaregion.Althoughreserveestimatesactually havedropped in
recent years as initial estimates have had to be reevaluated, natural gas
to a largeextent remainsviable as the cornerstoneofThailand'senergy
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future in termsofdeveloping an energyself-sufficiency in commercial
fuels.

It is estimated that during 1985 totalcommercial energy consump
tion in Thailandamounted to 20.8milliontons ofoilequivalent (mtoe)
of which oil accounted for 10.3 mtoe. This is a significant drop from
1983 in both absolute and comparative terms when oil consumption
amounted to 11.1 mtoe. Oil's dramatic drop in just two years can be
attributed to significant increases in the use of both natural gas and
lignite. Natural gas utilization surged from 1.4 mtoe in 1983 to 3.4 in
1985, with its share doubling from 10 percent to 21 percent. Lignite's
shares doubled from 3 percent to 6 percent during the same period.
Meanwhile, the shareofhydroelectricity remained steadyat8percent
as did coalwith a 1percent share. Progress in substituting other fuels
foroilhas not always beeneasybut there appear to haveevolved some
structural changes in the nation's energy economy that should help
alleviate the formidable foreign exchange drain upon Thailand's bal
ance of payments brought on by the importation of oil.

Despite having reduced oil's share in Thailand's energy mix from
about 80 percent in 1983 to less than 65 percent in 1985, the bill for
imported oil in 1984 cost Thai energy consumers some $2.5billion and
absorbed a thirdofthenation's export earnings. Thus, energy imports
in general and the need for foreign oil in particular remain major
concerns that must be addressed over the long term by pragmatic
energypolicies ifnationalgoals ofeconomic growthand development
are to be achieved.

TheWorld Bank has projected that over the nextfive to sevenyears
energy demand in Thailand will increase at a rate of 5-7 percent per
annum, about the same growth rate as GDP. It also is predicted that if
efforts to sustainexploration and development forgas, oiland lignite
continue then the share of imports of total energy could drop to 33
percent by 1991, down from 54 percent in 1982. On the other hand, a
halt in these activities could create requirements for importedenergy
such that imports would amount to 60 percent of energy demand.
Obviously this would result in a significant foreign exchange drain,
erosionin the balanceofpayments and concomitantdrag on economic
growth towards the end of the century that would undercut efforts
toward continued economic development.

Thestakesarehigh.For thispolicy tobesuccessful the Thaigovern
ment willneed to workclosely with the privatesector, includingboth
domestic and foreign investors interested enough in the exploration
and production of energy to take considerable financial risks. In order
to attract companies with the knowledge and expertise to find oil, gas
and coal theremustbeadequate incentives, particularly in thesedays
of low prices and dwindling corporate cash flow. These are difficult
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times toimplement an expansive energy strategy, but the leadtimes in
energy development are long and commitments mustbe made far in
advance. And for Thailand, the key to reducing oil imports willbe the
development of domestic natural gas and lignite as substitute fuels,
with development of Thai hydro potential along the Mekong River
contingent uponsuccessful cooperation withLaos. There is currently,
however, considerable uncertainty in the natural gas sector as con
sumption is notmeeting earlier expectations; thiscould bea disincen
tive to potential foreign investors.

The current weakness in demand for Thailand's natural gas can
mostcertainly beattributed tothecollapse inworldoilprices ascertain
keyconsumers have turnedtofuel oilwhose costis more competitive
than before. Hopefully, this is only a temporary phenomenon as
natural gas is probably the single most important factor in Thailand's
energy future. Future energy scenarios for Thailand are for the most
part centered around the availability ofgas, but if there is inadequate
demandit hardly canbe expected that resources will be developed to
theirpotential. Those gas fields now in production orunderdevelop
mentare expected to decline in the early 1990s after which it will be
necessary to have otherfields already developed and withproduction
readyto go on-stream. Butthis will not occur withoutadequate price
incentives for gas. High prices are certainly the best incentive for
exploration and development because investors havesomeassurance
of recovering their costs if commercial deposits are found. If prices
cannot beguaranteed thenclear guidelines needtobeestablished asto
how gas will be valued—perhaps tied to an international reference
point—but atminimum some measure needs tobecorrelated with the
market mechanism.

Another factor to consider is the volume of production. While
falling oil prices obviously affect the commercial viability of capital-
intensive energy projects, an assured market is necessary for gas
projects. Natural gas isdifferent from oil orcoal inthat itisnotamobie
fueland cannotbeeasilytransported fromone market to another.Like
other commodities, oil and coalcan be moved by truck, barge, rail or, if
foreign markets arefavorable, shippedabroad. Incontrast, natural gas
generally moves only by pipeline. International trade in gas in the
form ofLNG requires costly liquefaction facilities and shipsuniquely
designed to carry LNG which are invariably specifically built and
dedicated to a single gas project. Thai gas, which is not currently
exported, isproduced by offshore wells and transported to shore by
the world'slongest submarinepipelines. By Thai law producers must
sell their gas tothePetroleum Authority ofThailand (PTT), which also
operates the nation's gas pipelines. For all practical purposes, PTT is
the only customer for gas in Thailand and if it does not take the gas
then this valuable national resource becomes unproductive. Therefore
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natural gas in Thailand must have an assured market through PTT if
investors are to be expected to make the required large front-end
investments to make gas projects possible.

The Asian regional market for natural gas ischaracterized byJapan's
dominance asa consumer and expanding markets in SouthKorea and
Taiwan. At the same time, on the supply side, the market is very
competitive with Indonesia, Malaysia, Brunei, Australia and the
United States, all having significant natural gas reserves in addition to
Thailand's own. Several countries already have LNG projects operat
ing or under construction with assured contracts. Given the ample
supply ofgas in the region there is potential for expanded trade, but
with lower-cost gas supplies available elsewhere in the Pacific, the
prospects for the export ofThai LNG do notappear promising.

I would like also to say a word about how Thailand's complex
hydrocarbon geology makes iteven more imperative to sustain explo
ration and development efforts in spite of low prices. Unlike the
world's giant oil fields such as inSaudi Arabia, where there are literally
large underground pools ofoil, the oiland gas fields discovered sofar
inoffshore Thailand are characterized by anumber of geological faults
such that the reservoir isactually a number of separate smaller pools.
This has the effect of increasing the number of wells necessary toattain
maximum yield and of reducing the proportion of oil/gas that ulti
mately canbe recovered from a givendeposit. Moreover, for technical
reasons the deposits aresubject to comparatively rapid declines once
they havereachedpeak production. Thesefactors thereforecontribute
to the relatively high cost of oil and gas production in Thailand, as
compared to Malaysia and Indonesia for example, and mean that
without sustained exploration output will go down inarelatively short
time. I make these points to underscore my view that in Thailand,
more thaninmany othernations producing relatively small volumes of
oil and gas, there needs to be an appropriate policy framework for oil
and gas exploration and development to keep up with depletion of
hydrocarbon reserves.

Thai Energy PolicyPerspectives

The priority ofreducing dependence uponimported oilis common
to most import-dependent countries. Energy conservation is pro
moted touseenergy more efficiently andtobreak the linkage between
GNP growth and energy demand. Conservation is perhaps the most
cost effective measure in reducing imports but cannot be wholly suc
cessful in isolation and so must be combined with a strategy for
resource development. For nations such as Thailand that have some
domestic oil and gas, two policy goals generally have been pursued:
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Attract foreign capital to finance oil exploration and oil and gas
development.

Use natural gas and coal domestically as substitutes for oil.
An important consequence of the fall in world oil prices has been

the impact onexploration budgets ofreduced corporate cash flow and
lower anticipated rates of return. Given the expected growth in oij
demand in Thailand and the long lead time for oil and gas field
development, I believe that policy makers and energy executives
should resist the temptation excessively to curtail exploration during
this period of weak oil prices. There is strong reason to believe that
during the 1990s oil demand will increase to the point thatprices will
riseagain. Ialso believe thatinthecurrent market situation exploration
and production terms should be kept under continuous review in
order to stimulate and not discourage the participation of foreign
companies willing to invest in the searchfor oil and gas.

I was therefore pleased to see that earlier this year Prime Minister
Prem Tinsulanon established a new national energy policy committee,
of which a prime task will be to restore incentives for petroleum
exploration and production. Exploration in Thailand has come to a
virtual halt because of low oil prices and concerns on the part of
companies about production sharing terms and royalties. This com
mission will review the entire spectrum of factors, including pricing,
taxes, leasing arrangements and the legal and regulatory framework
forestablishing jointventures. Ipersonally believe thatThailand's best
interests lie in adoptinga more market-responsive approach.

U.S.-Thai Energy Relations

The energy relationship between the United States and Thailand is
centered in ourprivate sectors and focused mainly onenergydevelop
mentand production, rather than energy trade. The presentforum is
an excellent example of how opportunities should be developed to
exchange views on the evolving world energy situation and develop a
better mutual understanding of our respective energy sectors. At
present theUnited States has productive exchanges in place with key
Pacific partners such asJapan, South Korea and Indonesia, and I hope
that this current trip to Thailand willproveuseful in further develop
ing our Thai-U.S. bilateralrelationship.

The nature ofenergy issues in theU.S.-Thai relationship reflects the
basic objectives of U.S. and Thai energy policies. A vigorous private
sector rolein exploration forand development ofconventional energy
sources such as oil, coal and natural gas will be essential to maintaining
an adequate flow of new energy supplies for both countries. With
risingenergyuseand production,energytradewillbecome evenmore
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important than at present. We believe as a matter of policy that this
trade should beconducted on an open, free marketbasis. Finally, our
mutual energy security will require a sustained commitment to
research and development efforts aimed at further improvements in
energyefficiency, conservation and alternative resource development.
In allof these areasthe UnitedStates canand expects to playan active
and positive role commensurate with its growing interests in the
Pacific region. Given our belief in the importance of a viable energy
sector in Thailand and the ASEAN area, and given the many perspec
tivesand interests that weshare in common, I am optimisticthat these
many challenges canbe successfully metand thatU.S. energy cooper
ations withThailand will serve to furtherstrengthenwhatisalready a
strong and dynamic bilateral relationship.



Discussion Excerpts

THAI participant: I can't agree with Dr.Frankel more on the adverse
effects of U.S. import protectionism and agricultural subsidies on
Thailand and the United States itself. Only by exporting can the less-
developed countries earn the foreign exchange to service their debts.
The United States should differentiate Thailand, a not yet industrializ
ing country,but a veryfriendlyone, fromdevelopedcountriessuch as
South Korea and Japan and the EEC. The United States should be
selective in its protectionism and penalties. If Japan and the EEC are
the troublemakers, the United States should not put Thailand in the
middle of its conflict with them. Why risk losing a good and loyal
friend by using a shotgun approach?

THAI participant: Two-way trade between the United States and
Thailand has increased steadily. Except for the years since 1985 the
trade balance has always been in favor of the United States. This is
according to Thai statistics. When the United States ran a surplus
trade, disputes between the two countries were few and far between.
Whentheyarosetheyweresolved in a spiritoffriendshipand mutual
understanding. The last fewyears, however, have witnessed an alarm
ing changein this spirit. Pressurepolitics has replacedamiable discus
sion. The Americans now say that there must be "free" and "fair"
competition and a "level playing field." Unfortunately, the standard of
what is fair is determined by the Americans and for the Americans. It
demands concessions from trading partners big and small. In the case
of Thailand it is enough to cite a few examples such as sugar, textiles
and clothing. Rice and maize are facing unfair competition from the
United States in world markets. There are enormous clouds hanging
over ourheadsin theform ofvarious tradebills pending in the United
States Congress. These policies are short-sighted and self-centered.

AMERICAN participant: Several protectionist bills that have been
discussed have not passed. The textile bill did not pass, nor did the
tuna bills.FrommyperspectiveI don't see the prospects for these bills
passing. But I would like to come back to macroeconomic issues.
Economic advisers to the president were able to convince him and
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members of Congress that by substantially cutting taxes without cut
ting spending we would somehow generate enough growth in the
United States to cover these tax cuts. That has obviously proved to be a
very, very wrong and unfortunate analysis.

THAI participant: I am very happy that we have picked up mac-
roeconomic issues. What we are witnessing is the spectacle of a whale
thrashing about and we as the little fish have to expect to get hurt. This
year it will be tunafish and footwear. Next year it will be something
else. If the fiscal deficit remains in the one hundred fifty billion dollar
plus range there still will be a trade deficit regardless of what the
United States does in the way of protection. The thing that drives the
current account deficit ultimately is the fiscal deficit. That point cannot
be emphasized enough.

AMERICAN participant: The U.S. trade deficit with Asia is over fifty
percent of our total trade deficit. All the countries of the region have
fueled their growth through exports, and principally through exports
to the United States. How is it going to be possible for all the other
countries of the world to achieve their aspirations to earn more foreign
exchange through exports if the United States cannot sustain this level
ofpurchases?Iwould submit that wehaveto worktogether to open up
alternate markets in countries that are not carrying their fair part.
Japan has a trade surplus with every country in this region and takes
the lowest percentage of manufactured goods of any industrialized
country in the world. Weare taking the lead in trying to open up the
Japanese market for the benefit of everybody, not just the United
States.

THAI participant: I seem to be spying the elements of a deal that the
United States seems to be proposing to Thailand. We will stop beating
you up if you will help us beat the Japanese up.

THAI participant: I would like to correct the assertion that no other

country except the United States has done anything to get the Japanese
to lower their barriers. That is incorrect. Thailand has been doing this
consistently for the past twenty years.

THAI participant: On Mr. Randolph's paper, what the United States
does to promote oil exploration has a major impact on world markets.
This is important for Thailand because we will have to continue to
depend on the world market. We never will find enough energy to be
independent. It seems the United States is doing precious little itself,
the government particularly, to promote U.S. oil exploration.

AMERICAN participant: I am a great admirer of Thailand's political
management and economic management. There are a couple of min
uses. In the area of energy Thailand does not look good to a foreign
investor. In the structure of the Thai system it is very difficult for
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people to make decisions involving big dollars. A senior official I
talked to recently said, "Look, nobody who has signed a big contract
with a foreign energy operation has ever kept his job for six months
afterward." Are there ways this problem could be addressed?
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17. U.S. Trade Policy: Implications for
Thailand

MELVIN W. SEARLS, JR., AND LINDA S. DROKER

Many developing countries argue that U.S. trade policy is inher
ently protectionist, that it is designed to protect outmoded American
industries at the expense of poorer countries, and that developing
countries have little to gain from the United States or its policies.
Thailand, an important ally of the United States on many fronts, has
often been vocal in expressing views such as these. The purpose of this
paper is to attempt to dispel these views and to demonstrate that in fact
U.S. trade policy has been of substantial benefit to Thailand and other
developing countries.

Before proceeding, it would be useful to spell out some of the
economic, political and historical factors behind U.S. trade policy as it
exists today.

The Context of U.S. Trade Policy

Economic Context

The origins of current U.S. trade policy should be viewed in the
context of economic developments of the past two decades. From its
position as the undisputed world economic leader at the end of World
War II, the United States has been losing ground in a number of
significant sectors. Heavy industry has been declining as a contributor
to gross national product (GNP): production of goods accounted for 45
percent of GNP in 1970; by the second quarter of 1986, that share had
declined to less than 40 percent. The share of manufacturing jobs in
total employment has declined 29 percent since 1970, although this has
been accomplished in part through rising productivity.^ Service indus
tries—finance, engineering, consulting, accounting, and other profes
sions, not just low-skill retail and restaurant services—are accounting

This chapter should not be construed as a statement of U.S. Department of Commerce
policy. Statistics and analysis are valid as of January 1987.
^U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business
(Washington, D.C.: U.S. Government Printing Office, 1986); Warren Brookes, "Has the
Trade Gap Really Cost Us Jobs?" Washington Times (September 15, 1986), p. ID.
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for an ever-increasing share of GNP and employment. Services
accounted for about 50 percent of GNP in the second quarter of 1986,
up from 43 percent in 1970. The rate of growth of services has been 2 to
5 percent greater than that of goods production since 1970.^ Some
sectors of U.S. agriculture are experiencing severe financial problems,
and the number of people employed in farming is dropping more
rapidly than it has in recent years. The 400,000drop in 1985was more
than the total in 1980-84.^

The question of the international competitiveness of U.S. industry
is one that arises continually in discussions of economic restructuring.
U.S. goods can become more competitive internationally through
more aggressive export sales efforts, improved quality, more tech
nologically advanced products, better service, and more competitive
international prices. However, particularly in developing countries
concerned with saving foreign exchange, competition tends to be
mainly based on price.

More competitive U.S. manufactures prices can result from a fall in
the dollar exchange rate and through cuts in production costs that are
passed on to buyers. Lower production costs can be achieved by
improved productivity and efficiency but also by lower wages. To
ensure that real wages and U.S. living standards (to the extent that
manufacturing employment continues to account for a large share of
personal disposable income in the future) do not suffer, U.S. manufac
turing competitiveness must be restored through productivity
increases, not solely through relative wage cuts and a dollar decline.

Strengthening our international competitveness in manufacturing,
while avoiding real wage declines, also requires resistance of protec
tionist pressures that would slow the pace of this restructuring. Trade
restrictions designed to protect inefficient producers will result in a
poor allocation of resources, which in turn could retard the growth of
newer, potentially more competitive industries.^

Political Context

These well-known facts point to some fundamental changes in the
U.S. economy. This restructuring is a necessary result of changes in
resource endowments (that is, increases in human capital relative to
manufacturing labor) and is occurring in all the industrial economies.
This is not to say, however, that this restructuring is not painful. In a

'̂ Survey ofCurrent Business.
^U.S. Department of Commerce, International Trade Administration (ITA), Officeof Metals,
Minerals, and Commodities.
^U.S. Department ofCommerce,ITA, Office ofTradeand Investment Analysis, United States
Trade: Performance in1985 andOutlook (Washington, D.C.: U.S. Government Printing Office,
June 1986), chap. 10, pp. 124-126.
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democracy like that of the United States, where representation is
frequently at the interest-group level, politically powerful groups will
be able to press for policies which mitigate some of the pain of these
economic changes. This has led to the rift which currently exists
between the president and Congress on trade policy issues.^

Historically, the Democratic party was the party of free trade, while
the Republican party favored high tariffs to support industry. The shift
began in the late 1960s, when the AFL-CIO, with its long-standing ties
to the Democratic party, formally renounced its support for free trade
policies.

The present administration thus is the first free-trade Republican
administration. The economic dislocations referred to above are occur

ring, for the most part, in Northeastern or Midwestern states which
have long been Democratic strongholds; hence the recent calls for
protectionism have come primarily from Democrats. Since 1986was an
election year, the trade deficit has become an explosive topic of debate
within Congress, and between Congress and the administration.

The Trade Deficit

The burgeoning trade deficit is the central fact driving U.S. trade
policy today. Trade has increased in importance as a share of GNP,
from less than 10 percent in 1970 to over 15 percent in 1985. Moreover,
before the 1970s the United States commonly ran surpluses on its trade
account. By the mid 1970s, regular surpluses had turned to deficits,
which totaled $148.5 billion in 1985 and could reach as high as $170
billion this year. Between 1981 and 1985, the deficit grew at a compound
annual rate of 39 percent. It is important to note that this expansion of
the deficit was the result of exports falling by 2 percent annually during
this period, while imports rose by 7 percent. This points to a key fact:
Relative to GNP growth, imports are not far off from their long-term
trend.

After increasing proportionately to the U.S. economy throughout
the 1970s, import growth fell more sharply than domestic economic
growth during the 1981-82 recession. As the U.S. recovery took hold,
we experienced rapid domestic growth. Making up for the earlier lost
ground, imports grew even faster. Relative to GNP, imports are today
slightly below their 1980 peak of 9.4 percent of GNP.

Like imports, U.S. exports increased relative to GNP during the
1970s, peaking in 1980, and then falling off with the slow world eco
nomic growth in the early 1980s. Unlike imports, there has been no

^Fora basic discussion of the role of interest group politics in the forging of domestic trade
policy in the United States, see Joan Edelman Spero, The Politics of International Economic
Relations (New York: St. Martin's Press, 1977),chap. 3.
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upturn in exports. From the 1980 peak of 7.9 percent of GNP, exports
have fallen relative to GNP every year, standing at about 5 percent
today. Had our exports recovered the relationship to GNP enjoyed in
1980, a substantial portion of the current deficit would not exist.^

There is an exception to this generalization that imports in them
selves are not the problem. U.S. imports, particularly manufactured
imports, from developing countries have been expanding rapidly in
recent years, doubling between 1980-84 to about $66 billion.^ U.S.
imports from ASEAN reflect this overall trend, growing at 22 percent
per year between 1980 and 1983. The share of manufactures in these
imports has increased from 31percent in 1970 to 49percent in 1983. Yet
the share of manufactures in Japan's imports from ASEAN increased
only marginallyduring that period from 7percent in 1970 to 8 percent
in 1983. While a certain proportion of that difference is attributable to
differingresource endowments between the United States and Japan,
it appears likely that some portion is attributable to trade barriers
which keep ASEAN exports out of Japan and divert them to the United
States. In fact, we have estimated that, if Japan's share of manufactures
imported from ASEAN were as high as the total for OECD countries
(30 percent in 1983), Japan would have imported $5.2 billion worth of
manufacturedgoodsfromASEAN, instead of$1.4 billion. Thisimplies
that $3.8 billion was diverted to other markets, including that of the
United States.®

It is likely that this effect will be reinforced by the recent rise in the
yen relative to the dollar. As Japanese exports decline, so too will their
demand for the raw materials needed as inputs for the manufacture of
these exports. The ASEAN countries, of course, are key suppliers of
many of these raw materials.

With the exceptionof this factor, which for the most part is specific
to the Asia-Pacific region, other external factors behind the enormous
surge in U.S. imports are global in origin and scope. Among these
factors are exchange rates, disparate economic growth rates in other
countries and the debt situation among developing countries.

Exchange Rate Adjustment. Akeyelementofthe president's programfor
dealing with the trade deficit was realignment of the dollar relative to the
currencies of many of our largest trading partners. From 1980 through
February 1985, the value of the dollar rose steadily against other major
currencies, contributing to an increase in U.S. imports and making it

^This analysis is takenfrom United States Trade, chap. 1,p.9;U.S. Department ofCommerce
data;and Jeffrey Hardee, ''U.S. Trade Policy" (unpublished paper,1983), p. 28ff.
"^United States Trade, chap. 11, p. 22.
®Linda Drokerand Michel Neville, "Diversion ofASEAN Exportsto the UnitedStatesfrom
Japan: Preliminary Findings," U.S. Department of Commerce, Officeof PacificBasin, Ana
lytic Note(Washington, D.C.:U.S. Government Printing Office, September 1985), p. 3.
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increasingly difficult for U.S. exports to compete in foreign markets,
themselves experiencing little growth.

Following the Plaza Accord in September 1985, the U.S. government
worked with other G-5 nations to achieve an orderly appreciation of other
major currencies against the dollar. As a result of these efforts, the dollar
has decreased 26 percent from its peak in February 1985against a trade-
weighted index of ten major industrial country currencies. On a bilateral
basis, the dollar has fallen 41 percent against the Japanese yen and the
West German mark.

The benefits to U.S. trade and current accounts that should accrue

from this currency realignment are not yet reflected in overall trade
performance figures. A number of factors account for this, including the
so-called J-Curve effect. Because the demand for imports is inelastic in the
short term, the total value of imports rises as the result of higher prices
before the decline in import demand sets in. This appears to be a major
contributing factor to the continuing high import levels.

Positive effects of the exchange rate changes on U.S. trade volumes
began to appear in summer trade figures, with the August deficit declin
ing to $13.3billion, down from the record $18.0billion registered in July.
Though fluctuating from month to month, the deficit appears to have
peaked at $15billion per month in the third quarter of 1986.Exports were
up 9 percent in the fourth quarter and expected to resume their upward
trend after a faU-off in January. Thus, the full effect of the exchange rate
changes should be realized in 1987.^

Economic Growth Differentials. The United States enjoyed economic
growth far exceeding that of other developed nations in 1983and 1984.
This faster growth contributed greatly to increasing the trade deficit. On
average, domestic demand in the United States grew three times faster
than in other OECD nations, providing a growing market for foreign
goods, while slower growth abroad limited our ability to increase exports.
As a result the trade deficit grew.

In 1985the disparity in growth rate differentials changed significantly.
The U.S. economy slowed, import growth declined to 6 percent, mark
edly less than the record 26percent jump in 1984.Continued slow growth
abroad, however, prevented the export increases needed to bring the
trade account into balance.

LDCDebt. Another problem area in terms of external demand for U.S.
exports is the debt levels of the less-developed countries. In 1982, when

testimony of Secretary of Commerce Malcolm Baldrigebefore the Energy and Commerce
Subcommittee on Oversight and Investigations, U.S. House of Representatives (September
9,1986); U.S. Department of Commerce, ITA,Officeof Trade and Investment Analysis; other
Department of Commerce data as given in Business America (March 16,1987), inside front
cover,

loibid.
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LDCs encountered debt-servicing difficulties, the growth of net new
international lending to LDCs slowed dramatically. To produce the
income necessary to service their debts, LDCs have limited their imports
and tried to expand their exports. This has had a negative effect on the
U.S. trade balance, especially in manufactured goods (see above, and
note 7).

At the joint annual meeting of the International Monetary Fund and
World Bank in October 1985, Treasury Secretary Baker announced the
administration's debt initiative which has come to be known as the "Baker

Plan." A central goal of the plan is to boost confidence in the medium- and
long-term economic prospects of the main debtor LDCs by encouraging
adoption of comprehensive macroeconomic and structural policies to
promote growth and balance of payments adjustment and reduce infla
tion. Adoption of such policies affects the ability of debtor nations to
obtain needed increases in international financial support.

Federal Budget Deficit. Another factor behind the trade deficit is the
federal budget deficit. Our current account balance is directly affected by
the combined federal, state and local government budget deficits and the
rate of private savings and investment. The Gramm-Rudman-Hollings
Deficit Reduction Act, which makes mandatory the reduction of the
federal deficit, is a step toward solving our long-term economic problems.

Internal needs for private investment and government borrowing that
cannot be satisfied by domestic saving must, out of necessity, come from
foreign sources. The need to attract foreign capital to satisfy government
borrowing in excessofdomestic savings has required interest rates higher
than countries competing for the same capital. The higher interest rates
were partly responsible for the increase in demand for the dollar and thus
the increase in the value of the dollar.

However, a high interest rate is only one factor attracting foreign
capital. Because of the overall attractiveness of the U.S. economy—^its
size, recent growth rates, low inflation, political stability—foreigners
continue to be willing to invest in the United States even in the face of
declining interest rates. The differential between U.S. interest rates and
those of other industrial countries has remained because of the coordi

nated effort among the G-5 to bring down world rates. This "safe haven"
effect is likely to continue to reinforce interest rate differentials. At the
same time, the LDC debt situation and a shortage of good investment
opportunities overseas, relative to opportunities in the United States,
have led to a decline in capital outflows from the United States, resulting
in record net capital inflows.

Nevertheless, large, growing net inflows of capital to the United States
and the corresponding trade and current account deficits cannot continue

"Ibid.
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indefinitely. Exchange rates and flows of goods and capital will always
attempt to movetowardequilibrium(otherfactors being equal), resulting
in adjustments that eventuallywillexertpressure towardnarrowing U.S.
current account deficits. Legislation such as Gramm-Rudman-Hollings
was deemed necessary to help ensure that the adjustments would come
sooner and with a minimum ofharm to major sectors of the economy and
to the standard of living.

Elements of U.S. Trade Policy

Free Trade

The foundation of U.S. trade policy in the current administration is
free but fair trade. This remains broadly true despite the enactment or
continuation, with the president's concurrence, of a number of sector-
specific restrictions (discussed below). The President's Trade Policy
Action Plan, announced on September 23, 1985, cites five guiding
principles:

1. Free trade and fair trade are in the best interest of the citizens of
the United States. Free trade produces more jobs, a more produc
tive use of our nation's resources, more rapid innovation and a
higher standard of living. Free trade also advances our national
security interests by strengthening the economic and political
systems of our allies. Fair trade based upon mutually acceptable
rules is necessary for support of free trade.

2. The United States plays the critical role in ensuring and promot
ing an open trading system. If the United States falters in its
defense and promotion of the free worldwide trading system, the
system will collapse, adversely affecting our national well-being.

3. The United States role does not absolve our trading partners of a
major obligation to support a more open trading system. This
obligation includes: dismantling trade barriers, eliminating sub
sidies and other forms of unfair trade practices, and entering into
trade liberalization negotiations in the GATT.

4. The international trading system is based upon cooperation.
Since World War II, we have made significant progress in moving
toward an open worldwide trading system. Protectionism threat
ens to undermine the system. Our trading partners must join us
in working to improve the system of trade that has contributed to
economic growth and security of ourselves and our allies.

5. America has never been afraid to compete. When trade follows
the rules and there is an equal opportunity to compete, American

i^Ibid.;Warren Brookes,"Debunking Net-Debtor-NationNotions," Washington Times (Sep
tember 29,1986), p. ID. See also United States Trade, chap. 1, p. 14, and chap. 10,pp. 123-125.
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business is as competitive as any. This is fair trade and we will not
impair it. When these conditions do not exist, it is unfair trade
and we will fight it.^^

Developing countries need to be reminded that the United States
has one of the most open markets in the world. The fact of our enor
mous trade deficit reflects in part our commitment to maintain this
open market. While certain sectors may be protected for various eco
nomic and historical reasons (see below), U.S. markets are much more
open than those in Europe or Japan. In fact, the concern of many
developing countries with perceived U.S. protectionism is more reflec
tive of the importance of the U.S. economy for their growth, and a
pessimism about prospects for opening other countries' markets.
These factors have focused great attention on U.S. trade measures, but
developing countries are substantially overstating the extent to which
the U.S. market is closed to their goods.

Nowhere are the benefits of our trade policy to Thailand more
evident that in our regional and bilateral trade statistics.

U.S. Trade with theRegion. Since 1977, total annual U.S. trade with East
Asia and the Pacific has exceeded our trade with every other region of the
world. Today the region accounts for 35 percent of total U.S. two-way
trade, compared to 26percent for Western Europe, 14percent for Canada
and 14 percent for Latin America.

U.S. trade with the region has grown dramatically in recent years.
Between 1981 and 1985 it rose over 9 percent on a compound annual basis.
In comparison, total trade grew only 3 percent annually during the same
period. However, until 1986 this impressive growth was becoming
increasingly lopsided. During 1981-85, for example, imports from the
region rose nearly 14percent on an average annual basis, yet U.S. exports
to East Asia rose only 0.5 percent annually. In 1986, however, the gap
began to dose: Exportswere up almost 11percent compared to 1985, and
imports up 15 percent. The U.S. deficit with the region increased by
almost 30 percent annually since 1981, to more than $96 billion in 1986.

U.S. Trade with Thailand. Thailand has partidpated fully in the U.S.
import boom. Because of the openness ofAmericanmarkets. Thai exports
to the U.S. have risen rapidly in recent years, from $1billion in 1983to $1.5
billion in 1985. The balance of U.S. trade with Thailand shifted from a $28

President's Trade Policy Action Plan/' White House press release (September 23,
1985).
I'̂ These and following trade statistics from U.S. Department of Commerce data; exports,
f.a.s. basis; imports, c.i.f. basis. Countries included in East Asia and Pacific are ASEAN,
Australia, Burma, China, Hong Kong, Japan, South Korea, Macao, New Zealand, Papua
New Guinea, Taiwan, and minor amounts of trade with other Pacific Islands and with
Communist areas.



Melvin W. Searls, Jr., and Linda S. Dicker 269

million surplus in 1983to a $700million deficit in 1985. For1986,the deficit
could reach $1 billion.

As Thailand's largest trading partner, the United States takes about 20
percent of Thailand's total exports, including 30 percent of its textiles and
apparel, a third of its steel products and half of its processed seafood,
fruits, and vegetables.This trade volume is occurring despite textile
quotas and countervailing and antidumping duty cases. Thailand's real
GDP growth, which is driven in large part by exports, was 4 percent last
year—the highest in ASEAN.

Anti-Protectionist Steps. The Reagan administration has not been protec
tionist, and has in fact resisted protectionism in Congress to the extent
possible. A listing of administration actions in the past several years is
illustrative.

— The president vetoed the Jenkins bill, and administration officials
worked hard to keep the veto from being overridden. If the legisla
tion had been passed over the president's veto, U.S. imports of
textiles and apparel from Thailand in 1986would have been cut by
30 percent in volume terms. Other developing countries would
have been similarly affected. The legislation would have taken the
place of negotiated bilateral agreements under the Multifiber
Arrangement.

— In 1984 and 1985, the president rejected recommendations by the
International Trade Commission to impose relief in the form of
tariffs or quotas to protect the copper and footwear industries.
These industries had filed escape clause petitions to seek relief from
rapidly increasing imports. In the case of footwear, the commis
sion's recommendations would have cut total U.S. footwear imports
by 35 percent in volume terms. While Thailand is a relatively small
supplier to the U.S. market, it would not have been able to double
its exports (in dollar terms) to the United States since last year had
the proposed quotas been implemented.

— The administration opposed congressional efforts to enact omnibus
trade legislation, such as that contained in H.R. 4800, which was
passed by the House in the spring of 1986, and elements of its
Senate equivalent, S. 1860.Such legislation would remove the presi
dent's discretion to handle trade problems in certain sectors or with
certain countries, and it could violate some international obligations
and invite retaliation.

i^U.S. Department of Commerce data.
i^ThaiDepartment ofCustoms, Foreign Trade Statistics ofThailand (Bangkok,December 1985).
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Multilateral Approach to Trade Problems

The U.S. preference long has been for multilateral action. For this
reason, a key element of U.S. trade policy has been promotion ofa new
round of multilateral trade negotiations under the General Agreement
on Tariffs and Trade (GATT).

There is virtual worldwide agreement that although the GATT, the
controlling element of the international trading system, has worked
remarkably well over the last four decades, it needs to be strengthened
and updated to deal more effectively with the problems of today%
international business environment. Thus, the agreement at Punta del
Este to launch the new "Uruguay Round" of multilateral trade negotia
tions is a major success for U.S. policy.

The new round will cover a number of critical issues—agriculture,
services, intellectual property rights, investment, and dispute settle
ment. If agreements can be reached on these topics during the negotia
tions, they will be of long-term benefit to developing as well as devel
oped countries.

While the U.S. preference is for a multilateral approach to trade
liberalization, it is significant that the United States is the only devel
oped country with enough confidence in the relative openness of its
own markets to offer to negotiate free trade areas (FTAs) with other
countries. The U.S. and Israel already have reached such an agree
ment; negotiations with Canada are well under way; and administra
tion officials have stated that, although currently the new round must
be the first priority, the United States will consider offers to negotiate
FTAs with any other country that expresses equal seriousness about
reducing protectionism.

Fair Trade

U.S. officials, including the president, have stated on numerous
occasions that there must be fair trade as well as free trade, that U.S.
companies must have a "level playing field" in order to maximize
exports. We estimate that $20-$25 billion of our trade deficit is a result
of trade barriers in our markets overseas.^® An important part of U.S.
trade policy is—and it has been—the development of efforts to
improve the access of American companies to foreign markets. As
such, these efforts cannot be considered protectionist.

Since the beginning of this administration, and especially since
September 1985, unfair trading practices have received great attention

iTTestimonyofClayton Yeutter,U.S. trade representative, before the Trade Subcommittee of
the House Ways and Means Corrunittee (September 25,1986).
^®Testimony of Secretary Baldrige before the Energy and Commerce Subcommittee on
Oversight and Investigations, cited above (n. 9).
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from the U.S. government. Many of these practices have been in effect
for years. They involve many nations—including Thailand and others
in East Asia—and many products.

For example, Thailand's markets are relatively open but are not
entirely free from barriers, such as these:

— Moderate to high tariffs, most in the 30-60 percent ad valorem
range. In April 1985, Thailand implemented a wide-ranging 25-
percent average tariff increase as a revenue-raising measure. Some
tariffs of interest to U.S. exporters have since been reduced, but the
overall level is still high.

— The government tobacco monopoly bans foreign participation in
manufacturing joint ventures and limits cigarette imports.
(Thailand does import tobacco leaf from the United States.)

— Intellectual property problems exist: The patent law does not cover
pharmaceuticals. Trademark counterfeiting is widespread—penal
ties are too low and the law is inadequately enforced. Piracy of
copyrighted works also is widespread—current Thai law does not
provide direct protection for U.S. works. The Thai government is in
the process of improving some of these laws.

— Service industries face barriers: Foreign banks cannot open new
branches and they meet other restrictions. Foreign insurance com
panies have to deal with discriminatory capitalization requirements
and government preference for domestic insurers.

A total of more than 40 actions against unfair trading practices have
been initiated by our administration since January 1985. Some of these
actions emerged from the Trade Srike Force—established by the president
last September and chaired by the secretary of commerce, to counter
unfair trade practices.

The United States has also made full use of other tools available under

its trade laws, including Section 301of the Trade Act of 1974(as amended
by the Trade and Tariff Act of 1984). In the fall of 1985 we took the
unprecedented step of self-initiating section 301investigations. The presi
dent directed the U.S. trade representative to initiate four cases. The cases
concerned Japanese access restrictions on tobacco products, Brazil'sinfor
matics policy, and South Korean intellectual property rights protection
and insurance market restrictions. In October-December 1986, we suc
cessfully utilized Section 301provisions to obtain improved market access
in Taiwan for beer, wine and cigarettes.

IntellectualProperty Rights

Intellectual property rights—patents, trademarks and copyrights—
are an area in which we seek increased protection for our companies
overseas. Infringements on the rights of U.S. firms are widespread in
developing (as well as in some developed) countries, and are
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especially prevalent in countries of East Asia including Thailand.
Examples include piracy of copyrighted matter such as computer soft
ware and videocassettes; infringement of trademarks on garments,
sports shoes, cosmetics and personal accessories; and infringement of
patents on pharmaceuticals.

We are committed to improving the level of protection for U.S.
intellectual property worldwide, whether through bilateral, multi
lateral or unilateral means. U.S. firms are often most competitive in
industrial sectors embodying high technology. Thus technological
progress is a critical aspect of U.S. competitiveness both at home and in
foreign markets. Because new technology increasingly requires large
investments in research and development, companies need to be
assured that the results of their efforts will accrue directly to them or
their licensees. Without this assurance, the R&D effort will not be cost-
effective and probably will not be made.

U.S. efforts to gain improved intellectual property protection
worldwide, while undertaken on behalf of American companies, nev
ertheless will result in substantial benefit to developing countries
themselves, including Thailand. The developing countries may argue
that the "costs" ofprotecting intellectual property—royalty payments,
price increases to consumers, and the apparent loss of opportunity for
the development of domestic industries—are prohibitive. Such argu
ments ignore the substantial benefits to be obtained:

— Local innovation, entrepreneurship and cultural creativity will
be encouraged if they can develop without cut-rate competition
from counterfeiters.

— Foreign investment will be attracted. Developing countries the
world over are competing among themselves for scarce invest
ment dollars. Developing countries thus need to make their
investment climates as attractive as possible. Adequate and effec
tive intellectual property laws contribute to the perception that a
country is a good investment site. This kind ofcompetition in the
East Asia and Pacific region is increasing. Korea, Taiwan, Malay
sia and Singapore already have taken steps or given commit
ments to improve the level of intellectual property protection
they offer.

— If a country offersgood intellectual property protection, foreign
investors will be more willing to transfer higher levels of tech
nology. Good policy in this instance would include protection for
pharmaceutical and chemical compounds per se, as well as
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copyright protection for computer software and, increasingly,
special protection for semiconductor chips.

Generalized System ofPreferences

Finally, the United States has renewed its commitment to provide
tariff preferences to developing nations. The legislation which imple
ments the renewed Generalized System of Preferences (GSP) estab
lishes a linkage between the program's duty-free benefit opportunities
and the international obligations of GSP beneficiary countries. Critics
of this linkage point out that including trade policy factors in the
eligibility criteria violate the spirit and intent of the original GATT
waiver under which GSP is considered as a non-reciprocal, unilateral
grant.

We do not agree. The U.S. GSP program is consistent with our
GATT obligations and is being administered in a generalized, non-
discriminatory manner since its provisions are applicable to all benefi
ciary countries.

The U.S. GSP program is the most generous offered by developed
countries in that it provides duty-free treatment in all instances, not
simply reduced tariffs. The GATT enabling clause recognizes that
recipient countries are expected to undertake increased obligations in
the international trading system as their individual levels of develop
ment permit. The United States believes that a clear indication of an
understanding of the responsibilities less-developed countries face
today, as demonstrated by gradual but continuing steps in the direc
tion of achieving a fully open trading environment, is necessary for the
health of the international trading system and for continued viability
of the GSP program.

As part of an overall review of the GSP program, we are carefully
looking at those steps governments have taken and measuring them
against development levels and product-specific competitiveness to
determine an appropriate level of GSP benefits for each country. Under
Title V of the Trade and Tariff Act of 1984, in making any decisions
regarding a country's GSP benefits, the president must consider spe
cifically the extent to which a beneficiary is

1. providing reasonable access to its markets for U.S. goods and
services;

2. refraining from unreasonable export practices;
3. providing adequate protection to U.S. intellectual property

rights;

Economics of Protecting Intellectual Property/' remarks given by Linda Droker, U.S.
Department of Commerce, before the Joint U.S.-Indonesian Seminar on Intellectual Prop
erty Rights, Jakarta, Indonesia (February 18, 1986).
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4. reducing trade-distorting investment measures (for example,
local content or export performance requirements); and

5. taking steps to grant internationally recognized workers' rights.
All of these factors are considered along with the beneficiary country's
level of development and product-specific competitiveness.

We have consulted with GSP beneficiary countries in the context of
the general review of the program. Thailand is an important GSP
beneficiary, ranking tenth in terms of the dollar value of U.S. GSP
imports from all beneficiary developing countries. This entitles
Thailand to duty-free treatment on a wide range of agricultural and
manufactured goods, permitting increased Thai export volume and
market share in certain categories.

In consulting with the Thai government, we have stressed the
legislative changes to the GSP program and the potential for increased
benefits for Thailand. The United States believes that, far from being
protectionist, extension of the GSP program in .this form allows us to
respond better to both the concerns of U.S. industry and the changing
needs of developing countries. The general review of GSP, the out
come of which was announced by the president on January 4, 1987,
resulted in an increase in Thailand's potential GSP benefits by remov
ing the ceilings on four categories. The potential increase, valued at $16
million, was tied to Thai government commitments to improve specific
intellectual property and market access problems.^®

Import Restrictions

A number of U.S. laws and regulations concerning imports are of
concern to Thailand. It is an internationally accepted principle that
countervailing duty and anti-dumping laws and procedures are not
protectionist. Rather, countervailing duty (CVD) and anti-dumping
laws are important tools for combating unfair trade practices. Our laws
in this area have been in existence since 1897and 1916.They enable us
to counter unfair practices by imposing duties equal to the dumping or
subsidy margins. U.S. companies have the right to seek redress under
these laws and have been using this right with more frequency during
the past five years. The U.S. government is committed to enforcing the
laws. We have no control over the right of a private firm to initiate
action.

The five recent petitions against Thai products were initiated by
private firms or associations, and the U.S. government is required to
investigate the allegations made in those petitions. In all the CVD
cases, the final subsidy margins were determined to be less than 2
percent, indicating a low level of subsidization by Thai government

20U.S. Department of Commerce, ITA, Office of Multilateral Affairs.
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programs. In an anti-dumping case on steel pipe, the dumping mar
gins (which reflect actions taken by private Thai companies, not the
government) were between 15 and 16 percent. The margins represent
the amount of additional duties to be assessed on imports to offset the
subsidies or dumping.

Section 201 of the trade act of 1974 recognizes that nations may
occasionally find it necessary to provide temporary safeguards for
industries undergoing serious harm caused primarily by a surge in
imports. Occasional U.S. safeguard actions in accordance with our
trade laws are consistent with our GATT obligations. The relief
granted must be determined to be in the national economic interest. It
must also be temporary, decline over the period of relief, and offer the
prospect ofadjustment on the part of the U.S. industry so that it will be
competitive after the relief is terminated.^^

The United States maintains a number of sector-specific programs
either to limit imports or to subsidize exports. Because these sectors
are often of greatest interest to developing countries such as Thailand,
they tend to take on a disproportionate signifcance in affecting devel
oping countries' perceptions of the nature of U.S. trade policy. Cur
rently these sectors include textiles, steel and agriculture. (Machine
tools are excluded because the basis for limiting imports under volun
tary restraint agreements is national security.)

Textiles. Protection for the textile and apparel industry by developed
countries has a long history, beginning, in the U.S., under Section 204of
the Agricultural Act of 1956. The Long-Term Arrangement Regarding
International Trade in Cotton Textiles, the predecessor to the Multifiber
Arrangement (MFA), was negotiated in 1962, while the first MFA was
negotiated in 1973. Under the MFA, the United States has negotiated 35
bilateral textile and apparel restraint agreements with major suppliers.
The underlying policy is to relate total import growth to the growth in the
domestic textile and apparel market.^^

We are committed also to conducting textile trade policy under the
auspices of the MFA. That is why the president vigorously opposed
passage of the proposed Textile and Apparel Trade Enforcement Act of
1985(the Thurmond-Jenkins bill) on the grounds that it would violate our
MFAcommitments and our GATTobligations. Thailand in fact maintains
its standard MFA growth rate of 6 percent per year in categories under
specific limits, while Korea, Taiwan and Hong Kong will be allowed only
minimal growth for the next several years. Moreover, while the situation

21'Trade Policy Action Plan."
22U.S.Department of Commerce, Office of Textilesand Apparel, "U.S. Textileand Apparel
Import Program" (February 2, 1984), p. 5.
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inworld textile trade remains far from ideal, Thailand andother develop
ing countries have benefited from greater access to the U.S. market than
either the European Economic Community (EEC) or Japanese markets.
For example, the United States imported $336.5 million of textiles and
apparel from Thailand in 1985, compared to $35.7 million forJapanand
$280.3 million for the EEC. U.S. apparel imports alone increased an
average of33 percentayearbetween 1981 and1985, compared to4percent
for Japan and 1 percent for the EEC.

Steel. In steel, the United States has negotiated voluntary restraint
agreements with 19countries. The program, due to expire in 1989, has
succeeded in reducing importvolumes and the level of import penetra
tion with regard to countries under the arrangement. The purpose of
theselimitations is to allow the redevelopment ofmanyareasofthe U,S.
steel industry which are essential to the country's nationalinterest.

Agriculture. In virtually all countries, agriculture poses a compliex
range ofproblems. Countries with significant farming sectors have long
hadtoface thequestion ofhow toassist this sector intimes oflow prices.
In theUnitedStates, the traditional "family farm" isan importantcultural
value, and the failure of large numbers of small farms is an emotional
issue having extensive political ramifications. Large, corporate-owned
farms as well as family farms alsoare important politically to farm-state
senators and congressmen. The loss of export markets abroad—due to
recent exchange-rate problems and the long-term success of the "green
revolution" that has enabled more developing countries to feed them
selves—^is a further factor depressing the U.S. farm sector.

Butpossibly the most important rationale underlying U.S. farm sub
sidization programs is the subsidies ofothers, particularly the European
Community. We have stated onnumerous occasions thatwearewilling to
bringagricultureunder GATT discipline and phase out subsidiaries—^but
only if the ECwill do the same. Fortunately, the agreementat Punta del
Esteensuresthatsuchsubsidies will beonthenegotiating table in thenew
Uruguay round.

Rice. The food security act of 1985 is the latest in a long line of laws
designed to help the farm sector, with a major goalbeing to make U.S.
commodities more competitive in world markets. Thailand is concerned
with the rice title of this act, which provides U.S. rice farmers with a
subsidy in the form of partial loan forgiveness. This means that U.S.
farmers mayborrow money on their rice cropsat the domestic price, but
repay the loans at the lower loan rate basedon the Agriculture Depart
ment's "world price" formulation. What is often overlooked is the fact that
the actalsorequires a 35-percent acreage reductionon the part ofU.S. rice
farmers.

Theintent ofthe ricetitleis to exportmoreU.S. rice. Overthe past five
years the U.S. world market share has fallen from almost23percent to
less than 17 percent, while the Thai market share has risen from 25
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percent to almost 40 percent. This U.S. loss of world market share was
attributable to the high loan rates maintained by the U.S. farm program as
it was constituted before the passage of the 1985 act. The act so far has
been successful in that, since it went into effect in April 1986, U.S. rice
exports increased nearly 27 percent over the April-August 1985 levels.
U.S. exports were, nevertheless, lower than they had been in 1984.

The impact of the farm act on Thai rice exports was less than many in
Thailand had expected in 1986, but it is likely to be greater in coming
years. Of the grades of rice Thailand exports, only about 500,000 to
600,000 tons compete head-to-head with U.S. rice, mostly in Europe and
the Middle East. Using 1985 statistics, Thailand exported about 4 million
tons of rice valued at $850million. Since total Thai exports in 1985were $7
billion, the share accounted for by rice was only 12 percent; and direct
competition from the U.S. affected only 13 percent of Thailand's rice
exports in tons and less than 2 percent of Thailand's total export earnings.

Statisticsshow that the impact of the acton the volume ofThai exports in
1986was not dramatic. TotalThai exports exceeded 4.3 million tons, about
twice the volume of U.S. exports and the second highest on record. U.S.
and Thai rice competed directly in few markets, but Thai revenues from
rice exports were $738 million in 1986, down by $115 million from 1985.
Much of this was a consequence of the fact that lower grades of rice were
being demanded and shipped, and that the price of lower quality rice
(which the United States does not export) fell.

Nevertheless, prices on each of the grades are interlinked and the
presence of greater quantities of U.S. rice has had an impact on an
already-soft market. Yet it is important to recognize that, even before
implementation of the act. Thai farmers were receivinglow prices. World
rice prices have in fact been falling since 1981.

Early indications for 1987are that some of the downward pressure on
prices may be reversed at least partly because of smaller than expected
harvests in producing countries, the Thai government's market interven
tion activities, and the possibility of large purchases later in the year by
countries not previously in the market.^^

Sugar. The food security act also requires the administration to operate
the sugar program at no cost to the government. This would require
tightening our quotas by almost 30 percent. Thailand currently has a 1.4
percent share of our base quota. The administration has expressed con
cern about the effects of the level of the price supports on sugar-supplying
countries and U.S. industry, and will be exploring ways to fulfill the
president's commitment to change the program. A recent disposal of
Commodity Credit Corporation sugar to China became an irritant in U.S.
Thai trade relations. China is a large importer of raw sugar, and certain of
its suppliers had a crop shortfall this year. The CCC export to China was

23U.S. Department of Agriculture, Foreign Agricultural Service, Grain and Feeds Division.
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designed to fill this shortfall without displacing other traditional sup
pliers. The Chinese themselves made a commitment to this effect. The
price and terms of the sale were set to meet competitive factors in that
market. More recently, U.S. sugar growers decided not to forfeit soine
250,000 tons of sugar to the CCC but instead to redeem it by repaymg
their loans and selling the sugar in the U.S. market.

Commodity Policy

Another element of U.S. trade policy is of interest to Thailand—
commodity policy. As with other elements of our policy, the United
States favors actions which foster free markets and opposes actions
which restrict them. In order to stabilize volatile commodity prices
around long-term price trends, however, the United States has been
willing to consider appropriate proposals for market-oriented com
modity agreements on a case-by-case basis. Among the factors we
consider is whether the proposed price range is compatible with long-
term market trends for the commodity. The United States subscribes to
only two agreements designed to stabilize prices, the international
coffeeagreement and the international natural rubber agreement. The
United States declined to participate in the now-failed sixth interna
tional tin agreement, although we did participate in its predecessor.
The U.S. government considered the size of the tin buffer stock to be
unrealistic and not designed to protect the interests of consuming
countries. In fact, when the buffer stock reached its financial limits late
last year, it could no longer achieve its ambitious goals of absorbing
excess tin and maintaining an unreasonable price level in the face of
falling demand. In commodity markets, the laws of supply and
demand rarely can be circumvented for long.^^

Investment

Foreign investment issues have become an increasingly important
component of trade policy. As with trade, we believe investment
capital should be allowed to flow as market conditions dictate and not
in response to government actions. President Reagan issued a state
ment in September 1983 elaborating on this view, emphasizing our
"strong support for the concept of national treatment, which extends
to foreign direct investors in the United States," and highlighting
multilateral and belateral steps we have taken or plan to take to help
liberalize international investment flows.Placing trade-related
investment measures on the Uruguay round agenda represents one
success in this area.

24U.S. Department of Commerce, ITA, Office of Metals, Minerals, and Commodities,
^s^lntemational Investment Policy Statement," White House press release (September 9,
1983).
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U.S. investment relations with Thailand have been happy and prof
itable for both sides. Since 1968 our bilateral investment relations have
been governed by a Treaty of Amity and Economic Relations, which
(with some sectoral exceptions) ensures the parties national treatment
of each other's investments.

According to U.S. Department of Commerce data, cumulative U.S.
investment in Thailand totaled $1.02 billion in 1985, up 31 percent since
1982.^^ Principal sectors are energy, finance, electronics, food process
ing and consumer products. According to a survey conducted on
behalf of the Foreign Commercial Service of the U.S. embassy in
Bangkok, companies reported that government investment incentives
and the country's prospects for long-term political and economic sta
bility had brought them to Thailand. Major disincentives cited were
high import duties, high corporate and personal income taxes, arbi
trary or cumbersome customs and taxation procedures, lack of patent
protection for pharmaceuticals, uncertainty about copyright protec
tion for computer software, and restrictions on expansion.Attention
by the Thai government to these problems would encourage further
U.S. investment.

Conclusion

Thailand as well as other countries, both developed and develop
ing, will benefit from participation in the worldwide market liberaliza
tion and elimination of subsidies that is the ultimate goal of the new
Uruguay round and of U.S. trade policy.

The United States is convinced that its support for free and fair
trade provides the best hope for worldwide economic expansion.
Thailand along with other countries has benefited substantially from
its trade with the United States. The United States cannot, however,
continue to be the sole locomotive for world economic growth. Other
nations will need to assist us. Industrialized countries can help by
accelerating growth in their own economies, which would increase
demand for U.S. exports and further reduce interest rate differentials
among these countries. The newly industrializing countries can help
by accepting more responsibility as full-fledged members of the inter
national trading community for upholding the rules of international

26Bureau of Economic Analysis statistics. These figures represent the book value of U.S.
direct investors' equity in and net outstanding loans to their foreign affiliates. Thus the
position measures the net claims of U.S. parents on their affiliates. It is not a measure of the
assets of the affiliates. Hence these figures are considerably smaller than those used by other
sources, such as that in note 27, which uses a figure of 115billion baht, or about $4.3 billion.
^Hndustrial Market Research Services and Jorges Orgibet Associates, FinalReport: Surveyof
U.S. Investmentin Thailand,Prepared for Foreign Commercial Service (Bangkok, April 18,1986),
section 4.
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trade. Developingcountries, including Thailand, can help by support
ing U.S. goals in the new GATT round, by eliminating their own trade
barriers, by giving equal consideration to American companies bid
ding on major government tenders and by improving intellectual
property protection. In a world where any nation's actions can affect
the economies of others, such cooperation has become essential.



18. U.S. Trade Policies—Credibility
Gap
PROK AMRANAND

The past few decades saw rapid growth of Thai exports to the
United States. The increase was not merely in volume but also in the
degree of dependence of individual export products to that market.

Example: More than half ofThai canned tuna now is purchased by
the United States as compared to 15 percent in 1980. YetThai imports
into the United States, with few exceptions, constitute only a fraction
of the U.S. market share. Example: Thai textiles represent only 1.5
percent of U.S. textile imports, and a much lower percentage in rela
tion to total U.S. textileconsumption. To most Thai exporters, the U.S.
market is a rich, almost untapped territory.

As we were about to enjoy the relativelyopen market and to follow
our more industrialized neighbors like South Korea, Taiwanand Hong
Kong into the huge green pasture, the gate was beginning to close.
Like others, we were hit indiscriminately by the tide of protectionism.
In Thailand, like many other countries, we believe that the new bar
riers againstmostofour importsinto the UnitedStatesare unjustified.
We heard the arguments used by proponents of trade barriers, that
U.S. imports have to be restricted to solve the unemployment prob
lem, to remedy U.S. trade deficits and so on.

On the other hand, we heard more rational arguments from a larger
sector in the United States that protectionism is, as Dr. Paul Volcker,
then chairman of the Federal Reserve Board, said, "a wholly destruc
tive idea that could cause a worldwide recession."^ We also heard
many leading economists and prominent businessmen who repeat
edly pointed out the dangers of trade protectionism as well as the
fallacies of the arguments for it. Dr. Henry A. Kissinger said that
"protectionism willproduce despair in the developingcountries, will
destroy their hopes for progress and make their debt problems
unmanageable.

'̂ Bangkok Post, February 28, 1986.
^VJashington Post, October 8, 1985.
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The major causes of the U.S. economic maladies are known to be the
overvalued dollar, continued high interest rates created by heavy bor
rowing to finance accumulated budget deficits, and the high cost of
production and inefficiency in certain industries.

We realize that in the United States government there are fair-
minded people. For instance, when the U.S. tuna industry com
plained to the International Trade Commission that tuna factories were
forced to close down because of increased imports of canned tuna, the
ITC after a thorough investigation overwhemingly voted in 1984 that
the imports were not a "substantial cause of injuries to domestic
industries." Thus there was no ground for restricting imports of
canned tuna.

Despite strong resistance against protectionism from various sec
tors in the United States, we were dismayed to see that restrictive trade
bills—one after another—were passed by the U.S. Congress. There
fore, all fingers were pointed at Congress, which appeared to have
yielded too easily to pressure from special interest groups. However,
to be fair, one must saythat not allmembers ofCongress easily submit
to such pressure.

This timelastyear, when the Jenkins billcaused us many sleepless
nights. Dr. Wiwat Mungkandi ofChulalongkorn University and I had a
long "electric dialogue" with Congressman Philip M. Crane (R-Ill.).
The first question put bluntly to him was:

We have noted your views that trade protectionism is not a long-term
solution to your unemployment and trade deficit problems, as widely
claimed. On the contrary, protectionism could triggeran economic crisis
asin the early1930s. Wehavealsolearned ofyour personal convictionthat
protectionism is not in the interest of the United States, as it will hurt both
yourselfand your friendsand alliesabroad. Yet, Congressman, overhalf
of the United States Congress still hold on to the misconception, or
perhaps a self-deception idea, thattheUnited States mustfollow thepath
ofprotectionism. So,Congressman, howare you goingto get the rest of
your colleagues to stop fooling themselves and be guided by their own
conscience, instead ofbeingled by certainspecialinterest groups?Wein
Thailand, like in many other countries, look up to the U.S. as the social
conscience of the world and we expect to see most, if not all, of your
colleagues act responsibly, befitting that crucial role.^

Congressman Crane's reply was candid and enlightening. He said:

A majority of the members of the U.S. House of Representatives and a
majority of the members of the United StatesSenatetoday are taking a
short-sighted and incorrect position in response to transitory hardship
withintheir ownconstituencies and, as a result, they have a staggering

^United States Information Service (USIS), Bangkok, Backgrounder, November 15,1985,
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impact on Thailand, one of our most faithful, loyal and consistent allies,
in one of the most troubled spots of the world.^

Congressman Crane added that he was "distressed that we have
members of our legislative chambers here that are not looking at the
issue as much as they are looking at the next election."

Regarding the strength of the pressure groups. Crane remarked:
"Those people who were injured tend to be more organized and vocal
in their communications with members of Congress, and many mem
bers of Congress run scared of that. But that may not represent the
majority. It may be, and usually is, that those people protesting are
better organized and vocal.

That dialogue Dr. Wiwat and I held with Congressman Crane aided
our appreciation of the American political and legislative process—
something that we in Thailand are not so familiar with.

While there were strong sentiments in the U.S. Congress to legis
late more and more restrictive trade measures, the U.S. administration
may appear to be right-minded, a champion of free trade. But that is
not quite true. The executive branch of the U.S. government is not
entirely virtuous either.

For years, even before being elected to the White House, President
Reagan preached to the world the magic of the free, unfettered mar
ketplace. But lately, his actions have not been consistent with what he
preached. His administration has used enormous economic power to
destroy free market mechanisms in the world economy.This started even
before the farm act was signed and implemented by his administration.

In June 1985, the secretary of agriculture decided to provide a huge
subsidy of US$2 billion for wheat exports to Algeria, in order to fight
against its European competitors which traditionally had been
assisted by their governments. Then on September 23,1985, President
Reagan announced the formation of a "war chest" of $300 million and a
"strike force" to recapture export markets. In terms of international
economics this is tantamount to allowing export subsidies to distort
free trade and competition, a violation ofa basic GATT (General Agree
ment on Tariffs and Trade) principle. And more recently, after the
enactment of the Food Security Act, further disruption of the world's
free market mechanisms was achieved by the so-called champion of
free trade, which gave massive and unprecedented subsidies to a
variety of agricultural export products.

The irony ofall this is that if a foreign country should give a subsidy
to goods exported to the United States, it would be considered illegal,
an unfair trade practice or dumping, and would be subject to punitive

4Ibid.

sibid.
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measures such as imposition ofa countervailing duty (CVD). Now the
United States itself has adopted that illegal practice at the sacrifice of its
longstanding principle and at the great expense of its trade partners,
friends and allies. It is evident that the United States wants to have it
both ways. As a consequence, such duplicitous action leaves an
unfavorable impression that the United States is a nation of dual
standard, one for international dealings and another for domestic
purposes.

In fact, the international image of the United States, even in the eyes
of its old friends and allies, has not been so bright and shiny lately. The
perception that the United States is the custodian of international
norms has been eroded by its recent actions. For instance, regarding
U.S. refusal to pay the United Nations dues in accord with commit
ments to the world body, Elliot L. Richardson, a prominent interna
tional jurist, four-time cabinet member and former U.S. Ambassador
to the Court of St. James, wrote that

the legal course has been ignored. Ironically, in their collective resort to
illegality. Congress and the Administration have injured America's stat
ure and credibility as a defender of international law at precisely the time
that it is exhorting others to join in the defense of international law against
terrorism. That is a double standard that should be disquieting to United
States policy makers.^

Further, Mr. Richardson posed a crucial question: 'As the casual
disregard of United States treaty obligations in one case tends to
debase the value of the United States signature on any treaty—does the
United States want to have to explain to allies and fellow signatories
when its word is good and when it might be winking?"^

Another recent incident which shows U.S. disregard for interna
tional norms occurred when the Reagan administration announced in
July 1986 its decision to defy the World Court's adjudication and
judgment in the case of Nicaragua versus the United States. This
particular instance provoked within the United States itself an
expression of shame. The International Court of Justice historically
was supported by the United States and was utilized to America's
advantage during the Iranian hostage crisis. Now, the United States
treated that independent institution which has been universally recog
nized as a custodian of international law with disrespect, thus under
mining its very stature.

There are other instances that may be cited to show such dualism in
U.S. policies and performance, leaving people like us in Thailand in a
state of confusion and uncertainty. Being a superpower, the United

^International Herald Tribune (Asia Edition), May 21,1986.
^id.
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States is becoming accustomed to violating international trade rules
and other norms—and getting away with it.

In politics memories normally are short. International differences
and conflicts tend easily to be forgiven and forgotten as national
interest veers and shifts. But in the international economic field, that is
not quite so, since business is tangible and it takes time and money to
plan and develop. International business would be badly inhibited if
the policies and directions of the world's largest trading country were
fast-changing and devoid of credibility. A healthy growth of world
trade cannot be achieved if the rest of the world business community is
kept guessing as to which set of rules the superpower is going to use.
This particular point is of grave concern among those who seriously
are anticipating a worthwhile outcome to the forthcoming GAIT
round of multilateral negotiations, aimed at reducing barriers and
subsidies in international trade.

The last (Tokyo) round of GATT negotiations took seven arduous
years to complete and more years to get the various codes and agreed
documents ratified by national governments. In the forthcoming
round, the scope of negotiations will be broader and the number of
active participating nations will be larger. Although the target set
among the GATT members is to have the negotiations complete in four
years, I feel that that is over-optimistic.

A point of serious concern is that, after the tremendous effort, time
and resources spent on such difficult negotiations, will the United
States finally ratify and honor all or any of the agreements reached at
the negotiation table? Will succeeding administrations remain firm in
support of negotiated results achieved by U.S. trade representatives?
WillCongress overturn the administration's stand at a final stage? With
United States credibility continuing to erode, I fear that other par
ticipating governments may have to expect the worst in order to avoid
disappointment.

Already Thailand's trade problems with the United States have
become a wedge that drives us apart. As Thailand's dependence on the
U.S. market is increasing, that wedge is bound to get deeper, unless
the protectionistic trends in the United States are arrested and U.S.
credibility restored.

Thailand is not alone in this predicament. Other U.S. trade partners
and friends—even those with close special ties with the United States
such as Canada, Australia and the EEC members—find themselves
alienated by America's deleterious trade policy. Canadian Prime Min
ister Brian Malroney, for example, condemned in May 1986 the U.S.
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imposition of tariffs on wood import as "an unfortunate action taken
by friends who go astray."®

If such a country as Canada, with its considerable leverage and
ability to retaliate can do so little to get the United States to go straight,
what can a small, far-away country like Thailand do but exert greater
effort to help ourselves?

sibid.. May 29, 1986.



19. A Comment on U.S. Trade Policy
SURAKIART SATHIRATHAI

U.S. arguments in defense of its trade policy are well known. This
comment^ intends neither to defend Thailand's position nor to offend
the United States, but aims to present the kind of perspective that is
needed to support substantive cooperation. The comment is divided in
three parts, namely, specific issues of concern, perspectives and what
should be done.

Specific Issues of Concern

U.S. Antidumping and Countervailing
Duties Laws

It is often argued by the United States
that anti-dumping (AD) and countervailing
duties (CVD) measures are not protectionist, for they are designed to
counter unfair trade practices of foreign subsidies and dumping. This
is true in form but not in substance. It is difficult to understand how

trade from Thailand is unfairly practiced when the U.S. CVD imposed
on Thai products sold in the United States is as small as 0.75 percent on
rice and 1.2 percent on garments. On the rice issue, it is clear that 0.75
percent is the justification for the allegation of unfair trade practices in
Section 1165 of the Farm Act. With such an allegation, export subsidies
can be granted to U.S. exporters who compete with exports from the
alleged unfair trading country such as Thailand (Sections 1165and 1127
of the Food and Security Act of 1985).

Furthermore, it has been argued that anti-dumping and counter
vailing duties measures are not protectionistic, for their purpose is to
assure a "level playing field." Even setting aside the unclear determi
nation of what constitutes export subsidies and what does not, the U.S.
imposition of CVD to offset subsidies without prior proof of injury
caused by such subsidies is in itself protectionistic, contravening inter
national regulations on subsidies and CVD. It also is asserted by the
United States that Section 301 of the Trade Act of 1974 (as amended)

^Thiscomment is based primarily on Melvin W. Searls, Jr., and Linda S. Droker, "U.S. Trade
Policy: Implications for Thailand," this volume.
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aims to counter unfair trade practices, not to create unnecessary trade
barriers. Although the purpose of the law is not disputed, we have
seen difficulties in deciding "unfair trade practice." Section 301 creates
an uncomfortable feeling for a U.S. trade partner like Thailand. It is
generally accepted that the application of the section is more political,
at least more than Section 303 of the Tariff Act of 1930concerning CVD
to offset subsidies. For example, it gives power to the administration to
self-initiate investigation on any trade issue without petition from the
injured parties in the U.S. The application of the section is broad,
covering everything from the tariff increase to the increase of subsidies
for U.S. exporters. When U.S. domestic law instead of international
trade law is applied to international trade issues, and particularly not
in a legalistic manner, the U.S. discretion over legal application pre
dominates.

Rice

The Food Security Act of 1985 (better known in Thailand as the U.S.
Farm Act of 1985)has provided enormous export-promoting subsidies
to U.S. rice exporters. These subsidies have increased U.S. com
petitiveness against Thai rice sales in international markets such as the
Middle East and Latin America. The United States has argued that Thai
exports rose in 1986 despite the farm act. However, the effects on
Thailand are not seen in the mere volume increase. The increased

volume accompanied by a decrease in prices led to lower income for
farmers.^ Thai rice export prices had to be lowered in order to sustain
exports while the U.S. price was sharply decreased. It must be noted
that the increase in Thai market share in the early 1980sand at present
has not been a result of any subsidies. Furthermore, the argument that
U.S. rice export pricing is not predatory is hardly convincing, for an
export price of approximately US$3.50 per cwt. contrasted with a
production cost of US$11.90 cwt. Finally, the U.S. argument that an
acreage restriction required under the farm act will phase out subsidies
is partially misleading. An acreage restriction does not always result in
proportionally less production, particularly when production tech
nology is introduced.

Intellectual Property (IP) Protection

This comment will set aside jurisprudential issues of intellectual
property rights and their protection. Still, one cannot be convinced by
the U.S. claim of lack of intellectual property (IP) protection. The claim
makes it seem as if Thailand has no IP law. Indeed, the Thai trademark

2See Jeffrey A. Frankel, "Impact of U.S. Economic Policies on a Commodity-Exporting
Debtor: Thailand/' this volume.
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act was enacted in 1931, the copyright act in 1978 and the patent act in
1979. Thailand has been a party to the Berne Convention on the
Protection of Literary and Artistic works (under the Berlin Act of 1908)
since 1931. Most of the oft-cited benefits such as innovation, creativity
and foreign investment have already been encouraged and guaranteed
under the Thai law. The concept of "good protection" of intellectual
property as linked to transfer of technology is uncomfortable to the
Thais when "good protection" is defined according to the United
States to include pharmaceutical and chemical compounds, computer
software and semiconductor chips.^ To the Thai community, this
brings up the question, "Good for whom?"

Generalized System ofPreferences (GSP)

It has been argued by the U.S. administration that the granting the
Generalized System of Preferences (GSP) by the United States is not
discriminatory because the program applies to all beneficiary coun
tries. However, this statement is misleading. The GSP is discrimi
natory from its inception, for it favors developing countries over devel
oped countries and more importantly it gives different degrees of favor
to different developing countries. Indeed this latter discrimination is
restated by U.S. law and Administration policy. Title V of the Trade and
TariffAct of 1984requires conditions the president has to set forth prior
to his extension of GSP benefits. For example, whether a beneficiary
country provides adequate protection of U.S. intellectual property,
reasonable access to its markets for U.S. goods and services, steps to
secure internationally recognized workers' rights, and so forth. It also
is noted that the GSP concept sprang from the non-reciprocity princi
ple embodied in Article 36 (8) of the General Agreement on Tariffs and
Trade (GATT). With the above-mentioned conditions for granting GSP,
the non-reciprocity principle is no longer applied. The GSP recipient
has to reciprocate the United States in order to receive such privileges.

Services

The United States has advocated liberalization of trade in services,
for it considers itself as having comparative advantage in the financial
arena of banking and insurance. However, other aspects of service also
must be liberalized. For example, airline restrictions such as landing
rights must be relaxed. Furthermore, a liberalization of services must
be accompanied by free movement of labor and capital. For example, a
liberalized hotel business also must include permission for personnel
to work in the other country. Free trade in services must therefore take
into account a liberalization of other crucial elements.

^Searlsand Droker, "U.S. Trade Policy."
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Concept of Graduation

The U.S. view is that GSP privileges, as one of the special and
differential treatments provided for less-developed countries (LDCs),
must be gradually phased out. This process is called graduation. It is
argued that an LDC is no longer eligible for privileges once it has
developed to a certain stage at which it can undertake full obligations
under the GATT. Even setting aside the issue of who is to decide that
development level, asking the LDCs to graduate is rather ironic. It is in
fact the developed countries, particularly the United States, which
should be graduated from special exceptions they enjoy under the
GATT. Those legal and illegal exceptions are indeed numerous. They
include huge export subsidies on U.S. agricultural products; grand
father rights exception to GATTallowing U.S. laws that existed before
1947 to remain in force despite their contravention to the GATT; the
1955 waiver for Article 22 of the U.S. Agricultural Act, allowing the
United States to adopt any measures to protect its price support policy;
the imposition of CVD without an injury test requirement; VER (vol
untary export restraint) arrangements for various products; and so
forth. I believe many LDCs are willing to adopt the GSP graduation
scheme if the same principle is applied to the existing U.S. privileges
under GATT.

Standstill and Rollback

The United States often has referred to standstill (not to take any
new GATTillegal measures) and rollback (to phase out existing GATT
illegal measures) principles pledged in the ministerial declaration to
launch the Uruguay round of the multi-lateral trade negotiations
(MTN). We want to see that such reference is accompanied by true
commitment to those principles. Huge export and production sub
sidies provided under the Farm Act for U.S. rice exports affecting
Thailand are clearly inconsistent with GATT law, spirit and intention
and with the ministerial declaration. The use of GSP, which emanated
from GATT's non-reciprocity principle, to pressure developing coun
tries for a return benefit of protection of U.S. intellectual properties
should be the subject of discussion under the standstill and rollback
principles. Reference to those principles makes the new round of MTN
look promising. Yet a mere reference without true commitment to the
principles would only disabuse developing countries of any realistic
hope for the success of the MTN.

Perspectives

Apart from specific issues on which Thai arguments need to be
elaborated, there has been a tremendous amount of misperception of
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Thai-U.S. trade relations. The U.S. arguments or complaints could be
categorized as follows: First, the United States has domestic economic
problems, and its trade deficit figure is huge. Second, despite those
problems, the United States has still helped other nations and opened
its market to their products. It has attempted to negotiate an opening
of the Japanese market, which, if successful, would benefit developing
countries as well, including Thailand. If other nations are more protec-
tionistic than the United States, then why is the United States always
the target of the anti-protectionist movement? Third, the United States
has argued that it supports the free trade principle. Attempts have
been made by the administration to stop or reduce protectionism. The
president has rejected several recommendations by the International
Trade Commission to impose import relief in the forms of tariffs or
quotas.

The above arguments are well-founded. Positive U.S. action against
trade protectionism has been deeply appreciated. However, the fol
lowing perspectives also must be taken into account.

First, the above arguments are sound and acceptable if the United
States does not stretch our understanding of U.S. problems to include
our submission to all the U.S. requests. It does not follow that, since
the United States has such problems, Thailand has to entertain all U.S.
requests.

Second, the United States also must understand Thai domestic
problems as they ask Thailand to understand theirs. For example, the
United States must appreciate political and economic effects in
Thailand if patents on pharmaceutical products, seeds and agricultural
machinery are to be accepted under the Thai law. Like the U.S.
response to Thailand's request, there are also issues on which
Thailand appreciates U.S. problems but cannot accommodate U.S.
wishes, given existing political constraints.

Third, the U.S. efforts to fight against protectionism are accepted
and appreciated. However, such appreciation should not prevent
Thailand from being dissatisfied with protectionistic measures the
United States itself has not rectified. For example, the Rice Title of the
U.S. Farm Act of 1985 which in effect provides huge subsidies for U.S.
rice to compete directly with Thai rice in the international markets.
This issue cannot be overlooked when rice farmers account for half of

the population in Thailand.
Often the United States has referred to the private sector's right to

petition for CVD, AD or import relief actions. This reference is valid,
but the Thais need not be happy with those actions or threatened
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actions.^ Since the United States often has asked Thailand to under

stand that it cannot eliminate those actions because they are permitted
by law, the Thais also want our American friends to understand the
same in the case of Thailand. If Thai law permits or does not permit
certain things about which the United States is not happy, then we
hope equal understanding would be entertained by our friends.

Suggested Remedies

We have heard a lot of what Thailand should do to improve our trade
relations. Let's mention what Thailand has done for the United States,
and then discuss what the United States should do. Despite U.S.
actions that affect Thailand's exports, the Thai government has been
exceptionally generous to the United States in entertaining requests to
help the United States solve its problems.

1. The Thai government decided to reduce tariffs on wheat.
2. The Thai government decided to change the import regulation

for soybean from quotas to a tariff system.
3. A new trademark bill is being drafted.
4. Concerning the copyright issue, even the United States is not a

member of the Berne Convention on the Protection of Literary
and Artistic Works. Thailand has made an effort to find ways
under the Thai-U.S. Treaty of Amity and Economic Relations
(1968) to justify amending its copyright law to include U.S. work
copyrighted in the United States.

5. There have been discussions already within the government as to
whether the law should be amended to include patents of phar
maceutical products, seeds and agricultural machinery.

6. As a member of G-14 (fair agricultural trading countries),
Thailand has been at the forefront in setting up this group and
negotiating with the European Economic Community (EEC) on
reduction of agricultural subsidies for the United States in the
meeting at Punta-del-Este, Uruguay in September 1986.

Having mentioned the above, let's focus on what the United States
should do.

First, the U.S. administration should explain to the American public
and Congress about Thailand's problems and the effects of U.S. trade
policies on Thailand. It should explain why Thailand is important to
the United States (if it is really important), and what kind of coopera
tion is needed between the two countries. This preceding suggestion
mirrors exactly what the Thai government has done for the United
States. Indeed, the Thai government has done a marvellous job of it.

4For example, AD on steel pipe, several attempts against canned tuna, CVD on garments
and an attempt at CVD on textiles, CVD on rice, and so forth.



Surakiart Sathirathai 293

Second, the United States should rectify unnecessary measures
that have adverse effects on Thailand—particularly when those mea
sures are unfair to American taxpayers, as under the farm act.

Third, if a sincere solution to our trade problem is to be sought, a
free trade area (FTA) agreement between Thailand and the United
States may be a good idea, especially if the FTAincludes both industrial
and agricultural products.

Fourth, the United States should not talk about trade cooperation
while using trade policy as a coercive device. An example of this is the
threat of withdrawing GSP benefits to pressure Thailand into amend
ing its intellectual property laws. It is hard to understand coercion as
cooperation.

Finally the rice title of the U.S. Farm Act of 1985 provides agri
cultural subsidies and cannot be considered a multilateral issue to be

negotiated only in the new GATTtalks. The farm act has a provision on
"Thai rice." It contains an unjustified allegation that Thailand practiced
unfair trade (a subsidy against which only 0.75 percent CVD is
imposed), and its impact is on direct competition with Thai rice—all of
which clearly indicates the bilateral nature of this problem. Therefore
the problem should be dealt with bilaterally. The United States should
find ways to help alleviate this problem. It should not multilateralize
an issue which clearly is bilateral.



Discussion Excerpts

THAI participant: I would like to turn around the lopsided argu^
ments made by our American friends. This is not to defend Thailand's
position on trade relations, but it is important to have a full picture of
the perspectives of both sides. The United States Farm Act has heavy
production subsidies which have international effects quite contrary
to Article 16, Paragraph 1 of GATT, and it has clear export subsidy
measures in contravention of the spirit and purpose of GATT. Most
developing countries, including Thailand, tax agricultural exports
instead of subsidizing them.

I think the Thai government has been exceptionally generous in
trying very hard to solve problems for the United States. Wedecided to
redraft the trademark act to increase the penalty, to have better cover
age and that is a difficult thing to do. We also decided to amend the
copyright act. The government had to try very hard to convince vari
ous interest groups that this is something we had to do for the United
States. Now you are not satisfied because it does not include computer
software, and we will try to amend it. So I think for a small country we
have done a lot. I think the United States should do as good a job as the
Thai government has done.

AMERICAN participant: I had a bet with someone in this room about

the tone of the discussion today—whether it would be a fiery, emo
tional debate or whether it would be more dispassionate and focused.
So far I am losing the bets!

I think I can safely say there is a very high certainty that a trade bill
willpass in Congressin 1987, but it is less certain that the president will
sign it. I think there is very little Thailand has to fear from such a bill. It
will be aimed more at countries like Japan and the EEC countries with
whom we have more trade difficulties.

Thailand has to remember that there are congressmen who are
opposed to protectionism. Don't assuume you do not have allies in the
United States. You have to learn who those allies are. You have to learn

to use those allies, to work with them. To brand all of the U.S. govern
ment as monolithically protectionist is unfair and untrue.
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AMERICAN participant: Yes, there is some new trademark legislation
in Thailand, but the true test will be in enforcement and adequate
penalties to encourage people not to violate intellectual property
rights. One of the reasons we are stressing intellectual property rights
protection so strongly is that it is the new techniques, technologies and
processes that we feel are the key to the rebirth of U.S. competitive
global business. Without adequate protection most foreign firms may
possibly avoid Thailand either as an area where they will sell their
products, or certainly as an area where they would do local R&D
(research and development) work.

AMERICAN participant: While most of the Americans here will be

leaving at the end of the week, I will be staying on here in my position. I
am concerned that there really is a credibility gap over trade issues.
One gets the impression from reading Ambassador Prok's paper that
our bilateral trade is moving in a very unfavorable manner for
Thailand. Statistics that Mr. Searls has cited indicate quite the contrary.
I also am particularly concerned with the emotional coverage of trade
relations in the Thai press. Minor items are portrayed as massive
efforts by the United States to block Thai exports to the United States.
It is a very worrisome point.

THAI participant: While I agree Thailand now how has a trade
surplus with the United States, the actual value is negligible from the
U.S. point of view. The questions is really one of perception. Ihope our
American friends will be in a better position to appreciate the intensity
of the emotional feelings that have been expressed by your friends in
Thailand. Whether you like it or not, we have a gut feeling that we are
not being treated fairly by you. You have very large trade imbalances
with Japan, Taiwan and South Korea. You are only beginning to suffer
a small trade imbalance with Thailand. While we are willing to help
you with your problems, we believe the threat hanging over our neck is
big enough and serious enough to give us a scare. We have enacted a
number of measures to facilitate solving your problems. So far we have
not heard very much about what you are trying to do for Thailand.
What are you going to do about the rice section of the Farm Act?

It is worrisome to me to see the erosion of your belief in interna
tionalism and multilateralism. Your behavior is giving rise to the view
that you are trying to be a world economic policeman. What are you
going to do in the next four to five years before GATT is finalized? I am
prepared to bet that trade relations between Thailand and the United
States are going to get worse before they get better. We must get out of
this decades-long illusion that there is such a thing as a special rela
tionship between Thailand and the United States. If the stresses con
tinue they will spill over into the political relationship. I think we have
to face up to the fact that things are not going to go too well between
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our two countries. The very basic relationship and friendship between
our two countries is going to continue, but there must be a spirit of give
and take.

AMERICAN participant: I disagreed with several of the statements of
Dr. Surakiart. One in particular was that U.S. farmers are doing very
well as a result of the generosity of the U.S. government. We wouldn't
have had 5, 6, or 7 percent of farmers close up shop last year and leave
if that were the case.

A few weeks ago a delegation from the U.S. rice industry was here
in Bangkok. Some of the things they said during their visit are impor
tant. Even the rice industry in the United States recognizes the Rice
Title of the Farm Act as a transitional program. The U.S. rice industry
was basically on its back. What this legislation aims to do is give it some
breathing room.

It is also useful to review the impact of the title on the world market
and on Thai exports in the current year. It is difficult to do this. We are
talking about a program which has been functioning only three or four
months. Now the fact of the matter is there has been a deterioration in

world prices. No one is going to dispute that. But in the last few weeks
the price of rice has been increasing, and rice prices should continue to
rise over the next two months as the result of increased demand.

THAI participant: It has been a strange phenomenon that I have
been having throughout this year that I have been having to teach
Americans the workings of a free market, particularly Americans from
the Reagan administration ofall people. The clear and stated pupose of
the U.S. Farm Act of 1985 is to increase the market share of U.S. rice. I
cannot see how in the world rice market, a freely functioning market,
that can happen without there being an adverse impact on prices. The
main impact is on prices. Of course the Brazilians buy some and the
price has its ups and its downs. But the dice should not be loaded. A
country that is efficient today, not in four or five years, should be able to
export rice at whatever the market will fetch.

The U.S. rice industry is selling the U.S. public a bill of goods. It is
difficult for me as an outside observer to understand why American
taxpayers have been forking out a billion dollars a year to rice farmers, of
whom the first four hundred farmers obtain four hundred million dollars.

These are the numbers I have been given. Why is it possible in a system
like the United States for that to happen? It is flabbergasting. When it
begins to hurt our rice farmers you will understand the emotionalism that
it summons. I think you are winning your bet now. Why this meeting is so
emotional is because of the feeeling is that you are saying one thing to us
about how the market works, but the United States does not practice it.

AMEFUCAN PARTICIPANT: I disagree. I think I have lost my bet.
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20. Thailand's Agricultural Future:
What Are the Questions?

AMMAR SIAMWALLA

Thai agriculture is now at a crossroads. The dynamism shown in the
past three decades of expanding land frontiers and burgeoning mar
kets is at an end. Despite the lack of agreement on what the future
holds, past ways of doing things—whether by farmers, bureaucrats, or
foreign lenders—will no longer suffice.

The following is an attempt to peer into that future and engage in an
exercise of prophecy to surmise what the interesting questions will be,
so that worthwhile subjects of inquiry may be studied in depth. This
does not attempt to be a definitive or even a consistent forecast of that
future.

The Output Mix

What output mix Thai agriculture will be producing in the next
fifteen years is a question that precedes the issue of the resources that
will be used in agriculture. It is only after understanding what this mix
will be that the issue of land use, employment and investment require
ments can be answered.

For purposes of this chapter "agriculture" is defined to include
crops, livestock and inland fisheries. The sector is redivided into three
categories: the traditional staples, which include all crops except fruits
and vegetables; fruits and vegetables; and livestock and inland fish
eries.

The general thrust of the argument presented below is based on the
expectation that the external prospect for the traditional staples will
remain bleak for the next 10-15 years, and that the main task for the

This chapter was written in response to the request of the Regional Mission in Bangkok of
the World Bank. I am indebted to Quill Hermans, Chief of the Regional Mission, for his
initiative in the matter and to Tom Daves for his strong support. Dr. Phaichitr Uathavikul
kindly read the first draft and gave his characteristically probing comments. The section on
flexibility owes a great deal to his comments and to an earlier discussion with Dr. C. Peter
Timmer. Although this chapter was written under contract with the World Bank, the views
expressed belong solely to the author. Neither the Bank nor the Thailand Development
Research Institute is to be held responsible for the contents.
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government is to prepare for a downward adjustment in the traditional
sector. Part of the resources in this sector, but unfortunately only a
relatively small part, will switch over to nontraditional crops.

Although their prospects appear bright, the problem with this latter
sector and with the livestock sector is that they are relatively capital-
intensive and absorb relatively little land and labor.

It will be shown that from the private sector point of view, the
problem is intimately connected with the question of the supply of
long-term captial. From the public sector point of view, the issue is an
important one, although if the strategy suggested in this essay is
adopted, risks will be minimized.

The Staples

The last three decades have seen a steady expansion in agricultural
production. Much of this expansion is in what have become the great
staples of Thai agriculture: rice, rubber, maize, kenaf, sugarcane, cas
sava and lately the oilseeds including soybeans and oilpalm. The only
poorly performing commodity in this part of Thai agriculture is
coconuts.

The most important reason for this pace of development is the large
land surplus enjoyed by Thailand. Land has been surplus in Thailand
for centuries, but the 1955-80 era was unique in Thai economic history
because of two new factors—the tractorization of agriculture and the
expansion of the road network. The former lifted the constraint on the
pace of expansion of the cultivated area, and the second made profit
able the expansion. In economic jargon, the former lowered the supply
price of land while the latter increased the demand price of land. Both
combined made for an expansion in cultivated land at the speed of 3.2
percent per annum between 1961and 1977and of 2.3 percent between
1977 and 1984.

The major assumption underlying this paper is that these two
developments, the gradual disappearance of land and of markets for
staple commodities, are permanent and are unlikely to reverse them
selves. There is, as we have said, no unanimity as to the question of
how much cultivable land there is available, but it is highly unlikely
that the rate of expansion of cultivation of the last thirty years can be
resumed. The more controversial claim is that the present malaise in the
world markets for agricultural commodities is a permanent phenomenon.

The basis for this second claim^ is that the protection in the devel
oped countries' agriculture now has been capitalized into the value of

^Thearguments in the next few paragraphs rely heavily on data from the World Bank, World
Development Report 1986(New York: Oxford University Press, 1987), although the particular
twist given here is of course absent from that report.
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the land, so that its withdrawal will entail a major redistribution not
only of income but of wealth as well. To the extent that this wealth has
been placed as collateral for loans, its sharp fall in the event of the
removal of protection will lead to a credit crisis in most developed
countries (except perhaps Japan). Politically and socially, therefore,
the developed countries simply cannot afford to lower their protection
substantially. This is not to say that Thailand should not strive with
whatever resources it has at its command to fight against these mea
sures, which act detrimentally against basic Thai interest. It should not
expect much in results, however, and certainly should not let false
hopes delay the task of adjustment.

On the other hand, the developing countries which have also been
important markets for Thai agricultural produce face a set of pressures.
While they are surplus producers for agriculture as a whole, they are
deficit in cereals and oilseeds, the kind of commodities that form the
backbone of Thai agriculture. Consequently, they have been importing
significant amounts of these commodities. This tendency to import
cereals and oilseeds has been assisted by the general policy of extract
ing from agriculture (agricultural disprotection). Over time, however,
both the successful countries (generally in Asia) and those that are less
successful (generally in Africa and Latin America) have begun to
dismantle the agricultural disprotective measures. The successful ones
do so because that is the historical path taken by most countries: As a
country develops, the rate of disprotection declines and that of agri
cultural protection increases. The unsuccessful ones do so because it is
increasingly seen that many institutions, particularly the multilateral
donor agencies such as the World Bank and International Monetary
Fund (IMF), are beginning to stress the costliness of the disprotective
measures, and are exerting pressures on the concerned governments
to remove them.

Whatever benefits the decline in agricultural disprotection may
bring to these countries, its impact on Thai agriculture will be adverse.
For those who wish to see concrete examples of this trend, consider the
disappearance of Indonesia as Thailand's rice market, and consider the
emergence of China as Thailand's major competitor in the maize market.

The conclusion is therefore inescapable. The markets for the great
staples of Thai agriculture, particularly the cereals and tapioca, will be
depressed for a long time by the overcapacity in world's agriculturean
overcapacity which very few governments show any willingness to
eliminate.

The problem that the Thai government has painfully to confront is
as follows. Given its inability to compete in subsidies with the likes of
the United States and the European Community (EC), and given the
growing inappropriateness of growing land-extensive commodities
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such as maize and tapioca in an increasingly land-scarce context, how
does the Thai government cope with the Thai farmers' move away from
dependence on cereals?

It first must be pointed out that it is not necessary for the govern
ment to lead the farmers in that direction. As world prices of the cereals
and tapioca continue to plummet, many farmers will themselves turn
away from these crops. In doing so they will necessarily suffer a fall in
income as they will be moving to a crop which was less preferred at the
time when the prices ofcereals and tapioca were healthier. The task facing
the government is twofold: forecasting the type of crops farmers are likely
to switch into; that is, predicting the crops that are less likely to suffer
from the general overcapacity in the world market and examining what
constraints there are to the expansion of these alternative crops; and
forecasting the group of farmers most likely to switch and find means of
cushioning the fall in income of those (mostly rice farmers) who cannot
switch, and those who will leave agriculture altogether.

There are possibilities in fruits and vegetables. Developments in the
livestock sector also would lead to a continuing deficit in the proteins that
go into the animal feed. These alternative crops are clearly the next step
up the agricultural ladder for most Thai farmers. Specificallythey will be
quite technology- and input-intensive. The consequence is that the farm
ers making the switch probably will be in the irrigated areas. The costly
nature of the production makes water assurance a necessity.

It is unfortunate that the subsector that will have the suppleness to
switch to the crops of the future will be the already privileged irrigated
farming population, mostly in the Central Plains. At a generous estimate,
these irrigated farms constitute no more than a quarter of the total. The
other side of the coin is that the farmers in the rain-fed areas (both those
growing rice and those with upland crops) will be stuck with products
whose price prospects will remain bleak, although the withdrawal of
parts of the Central Plains from rice production may help sustain rice
prices somewhat.

Some new crops are being developed for those rain-fed areas and are
being pushed by the corporate sector, the most promising at the moment
being cashew nuts and sunflowers.^ The future of Thai agriculture as a
whole depends very much on land use in this vast area which takes up
about two-thirds of the total cultivated area. In general, however, if we go
by what we can see on the horizon, there is little that can be achieved in
this region.

It may be argued that the yields of most crops in Thailand are low and
that farmers are prone to adopt a land-extensive technology because land

^Even though the sunflower seed is oil-bearing, it is of some interest because it also has a
high protein content.
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is cheap. Consequently, Thailand has a great deal of potential for inten
sification, even within the present product mix.

The pessimistic picture outlined above refers mostly to cereals and
other food items such as sugarcane, oil palm and coconuts. Thailand
exports most of these items.^ There are crops in which Thailand can
follow an import-substitution strategy, notably cotton and protein-rich
oilseeds such as soybeans and sunflower. In the context of worldwide
subsidies, the Thai government can afford to and probably will support
the production of these items by means of import protection, although
this may adversely affect the exports of downstream industries such as
textiles and poultry.

The future of rubber will have to be studied in a worldwide context,
particularly as the oil price has changed significantly.

Table 1

VALUE OF HORTICULTURAL EXPORTS

(million baht)

Item 1979 1980 1981 1982 1983 1984

(1) Vegetables, fresh
and preserved 210.85 204.84 313.80 506.74 667.44 719.56

(2) Fruits, fresh and
preserved
(excluding
pineapples) 511.06 581.48 942.36 1,326.24 1,306.31 1,440.78

(3) Flowers 383.78 435.04 412.82 352.80 384.42 417.57
(l) + (2) + (3) 1,105.69 1,221.36 1,668.98 2,185.78 2,358.17 2,577.91

source: Ministry of Agriculture and Cooperatives, agricultural statistics of
Thailand, crop years 1983-84 and 1984-85.

Nontraditional Crops: Fruits and Vegetables

These goods are for convenience' sake listed as nontraditional
items, in order to mark them off from the conventional staples of
agricultural trade such as rice, maize, cassava, sugar, rubber, soy
beans, mungbeans, etc. They are the fruits and vegetables (including
garlic, onions and chillies) whose combined value added in 1985 was
almost the same as the value added in paddy. Although many of these
items are not currently exported, it should not be assumed that these
commodities are not ever going to be sold abroad. Growth in the
exports of these products in the last few years have been extremely

^The case of coconuts is of interest. As a producer of oil, its future is bleak, for it cannot
competeeffectively against oil palm. However, as an item of direct consumption and as a
source of coconut milk, there is a growing market. Coconut production is gradually being
relocated as a consequence, with areas closer to Bangkok preferred.
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rapid (see Table 1). The following characteristics distinguish them
from the traditional commodities.

First, domestic demand traditonally has been the lead factor in the
expansion of this type of commodities. Eventually some of them will
be exported, but the exportable volume also will be subject to demand
constraints in the foreign markets as much as in the domestic market.
The contrast with the situation for commodities such as maize or sugar
is obvious. In the case of the latter commodities, Thailand can at any
given time, if it has the supplies, export very substantial quantities
without affecting the ruling world price. In the nontraditional com
modities, this cannot be done. To put it briefly but technicially; the
demand curve for these items in the foreign market is downward
sloping.

Additionally, most of the items in this group are perishable, and the
quality requirements in both the foreign and domestic markets are
quite strict.

These characteristics have important consequences for the develop
ment of the products, making them different from the staples. The
major staples normally are handled by commodity traders. Some of
these have developed the markets for their commodites at an early
stage, but very quickly each of the commodities becomes a very sub
stantial item of export capable of sustaining a large number of very
competitive traders. From that point on, the test of success for these
traders is no longer just their efficiency at merchandising and han
dling, but much more importantly, their speculative ability both in the
domestic and in the foreign market.

For the nontraditional crops, this development path is unlikely.
Rather, they may follow one of the two following alternative routes.
The first route has the primary impetus from the supply side with new
varieties being developed, usually by the farmers themselves—
remember that farmers in these crops are usually among the best
educated and most innovative. After a while this would begin to exert
very strong downward pressure on prices, at which point export mar
kets begin to be seriously considered. The example for this line of
development is Lamyai (longan). The second route would require a
demand-side impetus, usually from the foreign markets. In this case,
the initiative is usually from multinational or importing firms, most
often in collaboration with local firms that are able to work with

farmers to develop a regular supply. An example for this line of devel
opment from the past would be canned pineapples.

Whatever the path, once the product moves into the international
market, a new breed of exporters different from those who specialize
in the major staples takes over. Because for each item, the number of
exporters it can support is small, these specialist traders will have to
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develop and nurse their markets themselves. The tasks of these spe
cialists are in many respects extremely complex and sophisticated,
involving a constant interchange of information on market require
ments and production capabilities of the farmers. Remember also that
with these commodities, the traders are dealing with farmers who are
themselves technically sophisticated and advanced.

The cost of developing these products for the market would involve
some technological research and a great deal of market research. This
implies high-risk capital requirements on the part of the intermedi
aries. There is also sometimes the need for farmers to invest a consid

erable amount of long-term capital (that is longer than for one season
typical for field crops).

What are the policy issues that the government has to face with
respect to these commodities? It may appear that the major task is for
the government to find out where the future goldmines are and inform
the "private sector" (whatever is meant by the term) of the results. This
is unfortunately not an area where the government has a comparative
advantage. It is hard to conceive of a bureaucratic structure having the
incentive to search out and detect profitable opportunities success
fully. Rather, the task of the government is to adjust the legal frame
work so that private entrepreneurs can on their own do the research
and developmentand, having done so, have the opportunity to cap
ture the benefits resulting from their efforts. The issue is identical to
that of intellectual property rights.

Flexibility

The above presentation has been based on a somewhat dogmatic
forecast of continued surpluses of the major staples in the world
marketsior the next fifteen years or so. This forecast is in keeping with
the present expectations in the marketplace. However, one has to look
back only a decade to the mood prevailing in 1973-76 regarding the
continued food shortage in the world to learn to be cautious in trusting
too strongly such a forecast. While our present forecast is a best guess
based on the information presently available, prudence requires us to
contemplate and prepare for the alternative situation when your guess
could turn out to be wrong.

The issue is one of how much flexibility we want to maintain in Thai
agriculture. As has been noted by practically all observers, agriculture in
this country has been remarkably flexible. The explanation for this flexibil
ity has tended to be put in human termsthe farmers' responsiveness and
willingness to adapt to changes. To the extent that this is true, there is no
reason to expect such behavior to change.

There is, however, also one important objective factor at work that
ensures this adaptability of Thai agriculture. Much of the observed
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responsiveness has been with respect to upland field crops such as maize,
kenaf, cassava and sugarcane. These crops require relatively little in the
way of fixed capital that is subsector specific."^ Where a great deal of
specific captial is invested, for example in rubber trees, the flexibility
declines. In the case of irrigation, the question is being now tested as to
how specific to the rice subsector the investment has been. Given the
inflexibilityof rice land, farmers of this crop have historically shown less
inclination to change.

The future direction of the Thai agricultural sector forecast in this
paper involves a great deal of fixed investment specific to the crops or
products grown. The case of tree crops is obvious. Livestock, particularly
cattle, also involved specific fixed capital, as does investment in aqua-
cultural ponds. The flexibility of the farms that make these investments
would be considerably reduced. Individuals who make these decisions to
invest and those who lend to them would no doubt take into account the

riskiness of the situation. The problem of risk thus is tied up with the
problem of the supply of long-term capital, whether in the form of
equities or of loans.

Flexibility in Thai agriculture therefore is something that private
actors—^whether they be farmers, lenders or businessmen—^have been
themselves striving for. Their actions, particularly in the capital market,
underscore this point. Far from having too little flexibilityin the economy,
it may well be the case that the Thai agricultural economy yearns for too
much flexibility and is unwilling to invest in fixed capital even though
such investment is profitable. The "shortage of capital," particularly the
virtual absence of long-term capital, is in part a reflection of this prefer
ence for flexibility.

If the strategy outlined in this paper is adopted, then the flexibility
requirement most likely will be met. If other strategies are followed,
particularly where public investment is involved, then careful considera
tion has to be given to this question. The issue of flexibility is probably
more important in the allocationofpublic money between agriculture tod
nonagriculture than among the subsectors within agriculture.

Land and Labor

The examination of the output mix in the previous section leads
naturally to the question of how land and labor will adapt and reallo
cate themselves in the economy. A main problem is that the staple

^Thediscussion slights the factthat some of these crops require rather large amounts ofIfixed
capital in the processing part, for example in sugar mills. Cassava demands rather large
investments in transport and handling, but these remain flexible. In fact, one issue that
seems to concern the agri-business sector that invests heavily in plant and equipment is the
excessive willingness to switch to other crops when prices fall.
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occupies a great deal of labor. It is unlikely that the newer, more
sophisticated agriculture (fruits, vegetablesand livestock) will absorb
a great deal of either land or labor. In particular, if we confine ourselves
to the rainfed areas, the prospects there do not look very good. For
farmers in those areas, they may eitherhave to abandon agriculture
altogether or else turn towards much moreintensiveagriculture. The
first option would be compatible with at least a constant standard of
living if nonagricultural employment expands rapidly enough. The
second option is similarly acceptable only if new technologyis forth
coming that allows a higher level of labor productivity to overcome
both the lower land/man ratio and verylowproductprices.

Land

Land availability plays a role in the growth of the production of
traditional staples ofThai agriculture, including rice. In the remaining
years of this century, less land will become available. Consequently,
regardless of externalmarket conditions, continued strong growth of
agricultural production through expansion of the cultivated area can
not be expected. Growth through yield increases (intensification)
potentially is more attractive. This, however, cannot be achieved with
out more labor inputs or new technology.

If to the land constraint we add the problem posed by the external
market environment, another issue arises. Most of the traditional
staples, particularly maize and tapioca, are land-extensive. The newer,
more sophisticatedcropping system Thailand is expected to moveinto
uses relatively little land per unit of output. Thus while fruits and
vegetables contribute 29percentofvalue added in cropsin 1985, they
probably take up much less than that percentage in land area.

The amount of land used per unit of labor, however, may be a
different matter; while vegetables use little land but a great deal of
labor, the opposite maybe true for fruits. We mayexpect generally a
slowdown of the expansion in the demand for land to parallel the
slowdown in the expansion of its supply.

Disaggregating, we may expect a growing contrast in the future
intensity of land use in irrigated versus rainfed areas. The World Bank
study of irrigation indicates that the bulk of the irrigated area in the
Chao Phraya system is unsuited for crops other than rice.^It is true that
the CentralPlains region,possessing clay soilsand prone to flooding,
is superbly suited to growing rice. The point at issue is not absolute
advantage that the CentralPlainsarea has in producing rice, which no
one disputes, but rather its comparative advantage vis-a-vis other

^World Bank, Thailand: Irrigation Subsector Review, Report No. 5847-TH (Washington, D.C.:
World Bank, 1986).
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crops. It is unfortunate that the costs and returns calculation to back
the claims made for rice by the Bank concentrated on field crops such
as maize, soybeans and mungbeans. If the alternative crops are the
higher valued crops requiring a great amount of cash inputs, particu
larly if aquaculture is included, then the irrigation facilities presently
available in the Central Plains do count a great deal. But modifications
have to be made to these facilities, both by the government and the
farmers themselves.

Table 2

CONTRIBUTION TO EMPLOYMENT GROWTH OF ECONOMIC SECTORS
(labor force aged 15 and over, in percent)

Industry

1960-70 1970-80

Male Female Total Male Female Total

Agriculture, forestry, hunting
and fishing 34.23 23.28 57.51 26.44 29.92 56.36

Mining and quarrying 1.68 0.59 2.27 0.04 0.10 0.14

Manufacturing 3.77 4.35 8.12 4.44 4.69 9.13

Construction, repair and
demolition 3.90 0.77 4.67 1.88 0.58 2.46

Electricity, gas, water and
sanitary services 0.32 0.10 0.42 0.42 0.09 0.51

Commerce 1.77 2.54 4.31 4.76 7.24 12.00

Transport, storage and
communication 4.12 0.30 4.42 1.88 0.26 2.14

Services 12.44 9.38 21.82 5.23 5.07 10.30

Activities not adequately
described or unknown -1.70 -1.84 -3.54 3.80 3.18 6.98

Total major industry group 60.53 39.47 100.00 48.89 51.13 100.00

source: National Statistical Office (Bangkok), 1960 population census and 1970
and 1980population and housing census.

The question of land use in the rain-fed areas remains a difficult
one. Some of the recent development towards silviculture (forestry
development) appears generally to be ecologically desirable although
much controversy surrounds the cultivation of eucalyptus trees in
particular. Even without the problems connected with the eucalyptus,
another source of concern is the low labor intensity of silviculture.
Given the immediate problem facing the labor force in agriculture in
the next ten years (see the next subsection), it appears that silviculture
as a solution to the ecological problem will become economically viable
only towards the end of the century.

Labor

Table 2 shows the immense importance of agriculture as an absorber
of the incremental labor force in the 1960s and 1970s. This absorption
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cannot continue or if it does, it can only do so by pressing down on the
implicit wage ratewithintheagricultural sector, asfalling world prices
fortheproduct getpassed on to the owners oflandand labor, particu
larly the latter.

Compared to other Asian countries, Thailand has had a unique
experience in this respect. It has seen its per capita gross domestic
product (GDP) rise considerably without agriculture's share of the
labor force declining asmuch asit hasinothercountries (seeFigure 1).
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Figure 1

Relationship between the Share of Agricultural Labor Force and GDP
per Capita, Selected Asian Countries, 1965-83
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7. Philippines
8. Thailand
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Initial Point: 1965 End Point: 1983 10. Korea

SOURCE: World Bank, World Development Report 1985 (New York: Oxford University
Press, 1986).
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Agreat number ofindividuals whoareenumerated in the censuses
and the labor force surveys as being in agriculture obtain a significant
portion of theirincome from outside the sector. Be thatas it may, the
fact remains thatagricultue hasbeen providing an importantsourceof
livelihood for close to three-quarters of the population, a ratio more
typical of countries such as Bangladesh or Burma.

Within agriculture the number of people making a living from
fruits, vegetables, livestock and fisheries is still small (although large
when compared against the manufacturing sector).The overwhelming
bulk of the agricultural population stillgrows field crops, particularly
rice (see Table 3). (Many of the fruits and vegetables are grown as
subsidiarycrops of the traditionalcrop growers). Two possibilities are
left to field-crop farmers.

Scenario 1.Ifnonagricultural employment expandssufficiently rapidly,
at least more rapidly than in the past, then more households wiU find it
worthwhile to abandon agriculturealtogetherand take up full-time resi
dence in the urban areas, presumably around Greater Bangkok.

Table 3

AGRICULTURAL LABOR FORCE CLASSIFIED BY MAIN OCCUPATION
(aged 15and over, in thousands)

Labor Force 1970 1980

Agriculture
12,082Rice 9,873

Maize 337 619

Rubber 344 648

Cassava 98 464

Other field crops 270 408

Coconuts 86 126

Fruits, vegetables and horticulture 447 819

Livestock 2 91

Fisheries (inland and marine) 116 190

Other agriculture 111 83

Subtotal 11,684 15,530
Manufacturing 644 1,267

Other activities 2,686 5,044

Total 15,014 21,841

source: National Statistical Office (Bangkok), population and housing censuses,
1970 and 1980.

Scenario 2. If nonagricultural employment fails to expand, then many
farmers will attempt to avoid a fall in income, either by clearing new
lands, a continuation of past practice, or by intensifying the labor input
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per unit of land. Given the difficulties of finding new lands, the inten
sification optionismorelikely. Thisoptionisnotallthatimpractical in that
yieldper unit ofland formostcropsis quite lowby international standards.

It must be borne in mind, however, that the low yields and the
extensive technology that accompanies it can be explained by the
availabilityofcheap land in the past. A decision by farmers to intensify
their cropping practices can happen then either because the increasing
land scarcity (falling land/worker ratio) forces implicit wages to fall
thus inducing farmers to use more labor on their land, or because new
technology is found that is labor-using.

Which of the scenarios will turn out to be true depends primarily on
the labor absorptive capacity of the nonagricultural sector. This central
role of the nonagricultural labor requirements is new in Thai economic
history and is in a sense an indicator of the size of the crisis facing Thai
agriculture.

The task of the government is twofoldto ensure that policies in the
nonagricultural sector are not in any way biased against labor, and to
emphasize agricultural research that increases the yield potentials of
intensifying farmers. This latter prognosis contains more than a bit of
"whistling in the dark" because much of the labor-biased agricultural
technology (for example, the seed-fertilizer technology) tends to be
more relevant to the irrigated than to the rain-fed areas where the main
problem remains.

As the labor force is expected to shift toward the nonagricultural
sector, another look should be taken at education policy. In general,
public tertiary education in the provinces has tended to stress teacher
training and agriculture. The expansion of technical training for the
sons and daughters of farmers should be explored further.

Capital Technology and Organization

As the agricultural sector will be restructured, new capital will have
to be injected into it. Financing sources for new capital will have to be
found, particularly inasmuch as the newer goods are relatively capital-
intensive, and the role of public capital is expected to be smaller.
Expansion of more long-term credit to farmers to finance their invest
ments can be achieved best through the land titling program.

As the structure shifts towards the production of more sophisti
cated goods, the problem of the linkages between finance, production
and markets (in short, the organization of agriculture) becomes more
complex. Agribusinesses probably will play a more central role in the
delivery ofnew technology and ofcredit to the new expanding sectors.
The rules of the game that will signal the incentives for these firms
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become a central problem, and it is strongly suggested that this issue
should be examined in depth.

Public research should concentrate on the traditional crops to facili
tate the intensification of their production. This recommendation is
made despite the poor market prospects for these crops.

Public and Private Capital

Agriculture production increases have been possible in the past as a
result of capital accumulation by the government, the farmers them
selves and the corporate sector. From the public sector, there has been
over the past four decades a massive investment in the irrigation
system. Except in the far north, there was relatively little private
investment in irrigation.

Given the concentration of much past investment in irrigation to
paddy areas and given the dim prospects for rice, it now is generally
agreed that the pace of investment in this area cannot be continued.^
The emphasis is now on the rehabilitation and/or improvement of the
irrigation system to maximize its efficencyand to increase its flexibility
to grow crops other than rice.

Investment by the corporate sector plays an important role, too.
Expansion in Thai agricultural exports in some commodities (such as
sugar and cassava) could not have proceeded without heavy invest
ments from processors and shippers. It is expected that with the
growth of new goods, similar investments also will be forthcoming,
particularly in conjunction with the delivery of new technology. No
support from the public sector appears necessary in this regard.

The contribution of the farmers in investment has been very impor
tant, but not much noticed. Farmers engage in three long-term invest
ment activities: They clear new lands. They grow perennial crops.
They increase their livestock herds.

A new investment that we expect to continue is the adaptation of the
water control system at the field level to grow crops other than rice.
Much of these investments have been incremental and probably self-
financed. Very little long-term credit is supplied from outside the
farm, even from the informal sector.

The cause of this shortage of long-term credit is the preference for
flexibility on the part of potential lenders as well as the investors
themselves. There are also enforcement problems connected with
long-term loans, particularly in cases where the loan is not covered by
collateral. These enforcement problems are strong enough to stump
even the informal sector, which otherwise has no difficulty with short-
term loans.

6Ibid.
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One solution to the long-term credit problem is to proceed ahead
with the full titling of agricultural land so that it can be used as
collateral. This seems to be a better and, from the treasury's point of
view, cheaper solution than to inject more long-term funds, say
through the Bank for Agriculture and Agricultural Cooperatives
(BAAC), into agriculture. Because of unsecured loans, BAAC will have
to deal with the kind of enforcement problems that appear somewhat
intractable. Also, by following this route, the issue of how much
flexibility the country should buy would be sidestepped, as the deci
sion would become private rather than public.

Technology

The changes that will be occurring in Thai agriculture as outlined
aboveneed tobe supported (andin somecasescushioned)byapplying
new technology to particular aspects of the problem. Not all new
technology, however, has to come from public research. The first issue
that has to be tackled is the division between public and private
research.

It might appear at first sight that the role of research, public as well
as private, is to promote those products that will be in rising
demandfruits, vegetables and livestock. These commodities also hap
pen to be the ones in which there is a great deal of private research and
development activities. Fruits and vegetables have very intensive
organizational linkages between producer and market (as to quality
and variety in demand), all these linkages being mostly in private
control. Private research would be more responsive to market
demands. The role of public research, given that it inevitably has to
engage in some inspection work, should be concentrated on sanita
tion, pest removaland detection. It mayalso be involved in some joint
activites with the private sector on packaging research.

The role of public research, however, should be concentrated on the
"losing" crop, the staples. This subsector is a very large part of agri
culture and occupies a large number of farmers (particularly rice). In
the absence of much new land, and if nonagricultural sector employ
ment fails to grow sufficiently, the only option that farmers of these
crops face is intensification. Without any new technolgy such as high
yielding seeds, intensification is possible only because of a decline in
the implicit wage rate from them and their family members. Research
in the staple commodities therefore should continue and, in fact, be
emphasized despite the poor prospects.

The advocacy of research into the losing crops is not based entirely
or even substantially on equity grounds. An expansion of this activity
can be defended on efficiencygrounds because agricultrual research in
Thailand has been shown to yield a very high rate ofreturn (72 percent
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per annum by one estimate based on data for 1974 to 1979)7Even with
much lower product prices now expected, the rate of return is not
expected to decline to the point where it becomes profitable.

Organization

The organizational framework that guides production and trade in
various agricultural commodities has evolved in response to the partic
ular requirement of each of the commodities, and is usually specific to
each commodity. Transfer of the framework from one commodity to
another is usually inappropraite. Pineapple canneries at one time
attempted to transfer the contractual arrangement of the sugar mills to
their own industry and found, to their cost, that it did not work. The
phenomenally successful integrated approach initiated by the poultry
and poultry-feed firms will be irrelevant for cassava or maize pro
ducers. Conversely, the arm's-length markets typical in rice would be
unworkable in surgarcane. Even for a specific commodity, the organi
zational framework may not remain static but may change, for exam
ple, from the point when the technology is exotic and has to be trans
ferred to the farmers to the point when it has become commonplace.

There is no simple formula such as "integrated agriculture" that is
applicable to all agriculture at all times.

The task of researchers and policy makers (and agri-businesses) is
to surmise from a knowledge of the technologynot only of production,
but of processing and marketing as wellthe most efficient organiza
tional framework for each crop. Usually but not always, the most
efficient framework is what the market over time will adopt. The
inefficiencies that could arise from this "market knows best" approach
may be of two kinds.

First, the time taken from the market to adopt the most efficient
organizational mode may be long and usually involves painful bank
ruptcies. Such disruptions could be short-circuited by a technocrat
who knows better than the initiating entrepreneurs.

Second, the legal and policy framework may provide inadequate
incentives for the development of new products.

The role of government in tackling problems of the first type can be
rejected on the ground that the comparative ability between tech
nocrats and entrepreneurs will not be as assumed. The government
generally should confine itself to the questions of the second type. It
needs nevertheless to forecast the type of organization that will be
dominant for a given commodity or commodity group, because the

^Robert E. Evenson and Suthad Setboonsamg, "Research, Extension, Literacy and Produc
tivity Growth in the Agricultural Sector in Thailand," 1984. I am indebted to Dr. Suthad
Setboonsamg for calculating for me the rate of return based on results from the paper.
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shape of that organization has implications for its own role in invest
ment and research.

For traditional products, the organizational framework within the
private sector has evolved to a stationary point. Unless a newer, more
profitable technology demands a change, there is no reason to
reorganize the production and marketing system. For these crops
much already has been published on the issue of the organization of
the marketing system and the role of the public sector in it, and the
question does not merit any new study. The problem in this area is the
lack of will to implement, not the lack of knowledge.

For the new sectors, the role of private firms in development is
emphasized. They may carry out a significant amount of both agron
omic and market research. Tothe extent that these activities bring them
naturally in close contact with growers (where the latter's performance
can be monitored) they also may be willing to supply credit or at least
to administer the credit supplied by others. Their incentive to do all
this depends criticallyon how much control they eventually will have
on the profits to be made from these activities. If the nature of plant
reproduction is such that those who develop a new variety can control
its further propagation, then there is an incentive for the firm to
engage in research. If the firmcan control the marketing of the output,
then they will supply the credit to growers.

Such control mechanisms are sometimes inherent in the nature of
the production system for the specificcrop under examination. Where
they do not exist, can they not be created by policy, say by granting a
monopoly right to the firms chosen to do the development work? It is
very tempting to recommend such an approach, particularly as it
would lift the burden of doing the research and development work off
the government, as well as solve the credit needs of the farmers.

Such an approach would be fraught with dangers. It is by no means
easy to ensure that such a monopoly-granting right willbe used only in
cases that are justifiable on the proper grounds. Even if this test is
passed, it is difficult if not impossible to ensure that, once granted the
monopoly right, the firm will perform its part of the bargain.

While considerably more thought has to be given to these ques
tions, it might be suggested that the public sector set up an inspecto
rate for sanitation and quality-control purposes for exports, inject
more credit for long-term purposes, and increase research on non-
crop-specific issues such as entomology and disease problems.

The scope and emphasis on these issues require more study.
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Problems Needing Attention

Theposition taken in this chapter—almostits main premise—is that
the staple crops havea rather dismal future; the growth points are at
the fruits, vegetables, and livestock sectors. The first questions that
have to be addressed are the relative size of these sectors in land use,
labor and capital and the impact that their growth will have on these
factor markets. The issues raised by tree crops (fruits and nonfruits),
for example, have not been systematically addressed in any previous
study, except in the case of rubber. Work needs to be done in this field.

The livestock sector will demand increasing amounts of protein
feed. Howwillthese be met overthe futurethrough imports or domes
tic production? If through domestic production, then what protein
crops hold the most promise?

The allocation of rural labor between farm and off-farm employ
ment has been very deeply studied, so that we now have a macro
picture ofoff-farm employment. Notso the allocation of laboramong
crops, forinstance, between whatfarmers regardasprimary crops and
secondary crops. The decision by which households allocate this labor
and the market process that links different households is still rather
poorly understood.

We alsoneedtoknowhowmuchnonagricultrual employment there
is of the kind that will admit workers who still wish to retain a stake in
agriculture. Is it possiblethat increasingnumbers ofpeople willaban
don that stake altogether and becomefull-fledged urban workers?

We need to create a credit system that can administer long-term
credit for farmers and determine how far titling of land goes toward
solving the long-term credit problem. Finally, we need to determine
the optimal organizational arrangement that willpromoteinnovation
and exports in the fruit and vegetable sectors.



21. Science and Technology in the
Context of Thai Industrial

Diversification

VICHITVONG N. POMBHEJARA

Before the Second World War, industrial activities in Thailand were
confined exclusively to rice processing, saw milling, handicraft works,
plus a cement plant, a brewery and a cigarette factory. Although
limited industrial development was conceived, its implementation was
retarded by lack of technology, entrepreneurs and financial support.
Shortages of basic manufactured goods during the war forced the
government to embark upon a few industrial activities, but the war
ended before they gained momentum. Thailand first witnessed the
emergence of a manufacturing sector in the late 1950s, by which time
the volume of domestic markets already warranted production for
import substitution.

During the past 25 years since the country launched its first eco
nomic plan, the manufacturing sector has grown substantially. While
the growth rates averaged around 7 to 8 percent per annum, its contri
bution to the gross national product (GNP) has increased from 10
percent to about 20 percent. Most spectacular has been the trend in
diversification. The traditional activities now are proportionately less
significant. The present structure of Thai industry is diversified to
cover practically all consumers goods, mostly for domestic market,
whereas many industries are promoted for exports. There is also a
tendency toward production of intermediate products in the country,
representing an attempt to move from assembly stage to semi-man
ufacturing, and finally to complete manufacturing. The continuous
industrial growth and diversification have been impressive enough to
lead to an expectation that Thailand very soon will enter the ranks of
newly industrialized countries. The enthusiasm was apparently high
during the Fifth Plan, although its vigor was declining toward the end
of the plan period.

The philosophy of private enterprise as cornerstone of industrial
development was conceived clearly in the First Development Plan

317
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(1961-66). In that classic document, it was stated that private investr
ment in manufacturing would be promoted, particularly in the areas
that would serve domestic market. The government also guaranteed
that it would not compete with private enterprise, and that it would
confine its activities mainly to research, survey and promotion. At its
inception, the plan was criticized for failing to lay down an industrial
development program to guide potential investors. Nevertheless, pro
duction targets were fully achieved and many new industries were
established during this period under the policy's impact.

Thailand entered the Second Plan (1967-71) with confidence in
rapid industrial expansion. The Board of Investment vigorously pro
vided fiscal incentives to attract private and foreign investments to
diversify Thai industry. While the broad policy emphasizing the role of
private enterprise was continued, the Second Plan expressed a prefer
ence for industries utilizing local raw materials as well as those with
Thai equity participation. It was during this period that industries such
as textiles, cement, paper, steel, beverages and oil refineries made
impressive progress. Also it was the beginning of an era of an auto
motive development policy that imposed local content requirements.

Toward the end of the Second Plan, the Thai economy (whose
growth had been uninterrupted for a decade) encountered its first big
setbacks—sectoral growth slowed down, external trade deteriorated
and unemployment became a problem. The Third Plan (1972-76)
therefore shifted the objective from continuing rapid growth to main
taining stability. Sectoral development was reexamined in the light of
strengthening the existing position before further strides were
attempted. Thailand's manufacturing sector then was growing at about
12 percent per annum, with 3,000 new establishments employing
some 20,000more workers each year. It was also during this period that
the country set up its first industrial estate. Recognizing the key role of
private investment, the private sector for the first time was invited to
participate in the formulation of the nation's industrial development
program. Attention also was given to statistical information to support
planning and policy decision making. It was found that structural
weakness derived from lack of basic industries and interlinkages
between industries. Being dependent on imported capital goods and
input materials, the industrial expansion exerted pressure on the balr
ance of trade and payments. Industrial policy therefore began to shift
from import substitution to export orientation.

The Fourth Plan (1977-81) witnessed further deterioration in the
overall economic performance. Exports of canned fruits, electronics,
garments and furniture parts were advocated. Investment promotion
shifted emphasis towards export activities. Bythis period, the share of
manufacturing in GNP had reached 20 percent, and the plan set a



Vichitvong N. Pombhejara 319

higher target for industrial growth. Industrial activities also were to
expand beyond Bangkok. Industrial diversification at the same time
continued to increase.

The export orientation strategy was given emphasis in the Fifth Plan
(1982-86). The continuing deterioration in the balance of trade, mainly
caused by the rising costs of imported energy and capital goods, made
it necessary for Thailand to accelerate her industrial exports. The
government made efforts to attract foreign investors to exploit
Thailand's energy sources, as well as to invest in export industries.
Under export promotion, diversified products began penetrating
world markets.

The Sixth Plan (1987-91), launched in October 1986, expresses con
cern over the country's economic prospects, especially the govern
ment's financial position and the rising debt burden. While rural
poverty remains unsolved, the country is faced with increasing unem
ployment. The plan advocates that the economy must grow at a satis
factory rate to alleviate problems of external payments, debt burden
and unemployment. Manufacturing exports are expected to boost the
economy. The SixthPlan recognizes that because ofprotectionism and
worldwide competition, traditional export products from agriculture
are losing ground in the world market. Thailand therefore must turn to
manufactured goods to meet world demand. A fully coordinated pro
gram of production, marketing and employment with support from
science and technology is envisaged. Regulations and practices
obstructive to exports are to be eliminated. Thailand is prepared to
fight for her economic survival in the world market.

Reviewing Thailand's industrial development in the past 25years, it
seems appropriate to ask a few basic questions, the answers to which
will perhaps help clear illusions that have blocked the right path to
industrial development. These questions unfortunately are never
seriously presented to policy makers. Many thinking Thais are con
cerned about the country's economic problems and about how these
problems are conceived by our policy makers. The concern tends to
increase when, perhaps for political reasons, views are expressed that
the problems are temporary and caused by worldwide economic and
financial crises. Those who have an opportunity to go through eco
nomic planning documents of the past years realize that planners for
generations have recognized disequilibrium in various aspects of the
national economy for more than a decade. What is perhaps not fully
known is the root of the problem.

The first question is whether Thailand's economic development is
guided by a development philosophy of national self-reliance. Every
nation that has succeeded in economic development is firmly attached
to this philosophy. The concept of self-reliance which is different from
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seclusion is the cornerstone of national independence. A self-reliant
economy is open to international economic relations. It buys and sells
goods and services. It invests abroad and welcomes foreign invest
ment. It exchanges and transfers technologies. The difference between
a self-reliant economy and a non-self-reliant economy is that while the
latter indefinitely depends on other countries for brainpower, tech
nology, market, finance and employment, the former is determined to
stand on its own feet as far as possible. Development is reflected in the
level of self-reliance attained. An economy like Thailand—with rich
natural resources, energetic people, relatively large domestic markets,
well-developed infrastructure and a valuable stock of scientific and
technical manpower—definitely possesses a great potential to be self-
reliant. Its economy can grow independently and honorably if it is
properly managed under a self-reliance concept. Thaihistory revealsa
traditional attachment to national independence and self-reliance.

Secondly, there is a question on the manufacturing value-added
side. Industrial activities have created substantial value-added in the
GNP during the past 25 years. However, since the main contributing
factor is the imported technology, net domesticgains are not likely to
be significant. As long as technological self-reliance is still at low level,
industrial growth will be meaningful only statistically. While Thai
workers earn incomes in exchange with labor, the rest of manufactur
ing value-added goes abroad. There is also confusion over the term
"foreign investment," for that term includes hardware and software
technologies that actually have been invested abroad. The only
"investment" foreign investors and their Thai counterparts make in
the country is factories. The magnitude offoreign investment is there
fore misleading. Thepresence ofimported machineryand equipment
in the country is not "investment." Those hardware technologiesare
brought into the country only to produce goods to satisfy Thai con
sumers, and Thailand must pay for them. This point is not clear in the
minds of policy makers.

The third question concerns the domestic market. The Thai market
is large and very attractive in the eyes of foreign businessmen. The 52
million consumers desirous of improved quality of life require basic
goods and services in modern living. In the past, most of these were
supplied through imports and paid for with primary-commodity
exports. At present most goods and services are being produced in the
country itself, yet Thailand's external debts are soaring. The domestic
market is saturated as a result of investment promotion for import
substitution. At present, there are thousands of goods "made in
Thailand,"and the taskofimport substitution has been accomplished.
This is another example of illusions when it comes to the Thai indus
trial development. There should be a distinction between goods that
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are "made in Thailand" and goods that are actually "Thai made." If
goods are made in Thailand by foreign enterprises, say by multina
tional corporations, the phenomenon cannot be considered an import
substitution. It is still an import—^justof a different form without basic
change in substance. Since the government has concentrated its indus
trial promotion efforts on enterprises with imported technology, while
neglecting locally developed technologies, the country's domestic
market is almost totally occupied by multinational firms and saturated
with foreign goods "made in Thailand." Also there are foreign goods
"made in Thailand" being exported from Thailand. Thai manufactur
ing export statistics are again misleading.

The last question touches on technology transfer. It always is taken
for granted that once machinery, equipment and technical formulas
are imported into the country, and Thai personnel are trained to
handle them, the technology is "transferred" automatically. But tech
nology is transferred only when complete knowledge of the tech
nological concept has been acquired—how it is designed, how it
works, how to repair it, how to make improvements on it, and so on.
The acquisition of this knowledge will be possible only in the presence
of research and development (R&D) on the technology itself—
research in order to acquire a complete understanding of the tech
nology and development to aim at quality improvement, lower cost of
production or adaptibility to market demand. It is a mistake to assume
that technology is transferred when Thais have been trained simply
how to work it. In that case, the Thais are only users of the technology,
and may remain users forever. Since R&Dis costly and its results rather
uncertain, financial authorities tend to be reluctant to render their
support because their rate of return measurement is not quite applica
ble in this special case. It is precisely for this reason that, despite
decades of investment promotion, Thailand has rarely transferred in
any technology.

Impressive diversification achievements have contributed very lit
tle to the country's industrialization. Nevertheless, once confusion
over basic thoughts is cleared, illusions about achievement are
removed and a proper policy framework is set forth, then the Thai
industrial sector can be put on road to progress. The key element is of
course technological self-reliance, acceptance of which will automati
cally lead to serious support for R&D activities in industry. It also will
lead to a distinction between "Thai made" goods—those made by
technologies that have gone through R&Din Thailand—as opposed to
goods "made in Thailand" by multinational corporations with
imported technologies. If the Thai-made goods are given support to
increase their share in the home market, perhaps by means of fiscal
incentives, the Thai economy will rely more on its own market of 52
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million customers. Thailand is rich in natural resources that can be

technologically developed as material inputs for its own industries.
Besides, the country has invested heavily in scientific and technical
personnel who now are ready to perform R&D and other technical
assignments in conjunction with the country's energetic
entrepreneurs. Thailand does not lack the prerequisites of indus
trialization. What is really needed at present is a right sense of direc
tion within a right frame of mind.

Economic historians and development economists have been aware
of the close relationship among science, technology and economy in
modern economic growth since the Industrial Revolution. Science-
based technology has shifted the world economic equilibrium to
higher levels. Improvements in the quality of life have been brought by
technological progress.

The power of science and technology is strongly felt in all aspects of
economic life. Factors of production are increasingly dependent on
science-based technology for their productiveness. While capital
investment and its rate of return are determined by technological
progress, higher labor skills are required to meet technological
changes. The utilization of natural resources is completely conditioned
by the availability of technologies. Because of its impacts on produc
tion, the share in value-added is dominated by technology.

On the international level, technology is decisive with regard to
trade, investment and production. Economic power is no longer
decided by territory, population and natural resource, but rather by
the level of technology. It is the technological discrepancy that divides
the world into developed and developing countries. The worldwide
gap between rich and poor nations is essentially a technological gap.

The powerful impacts of science and technology are not confined to
macro scenarios; they also touch on economic life at the micro level.
Individual economic life is sustained by a balance between needs and
their satisfaction. Economic equilibrium is lost when needs are not
satisfied. Needs often are created by effects of new products and
services. If at the same time technological capability is inadequate,
economic life will suffer a disequilibrium whose prolongation can ruin
individuals as it does the national economy.

Developing countries, which by definition are nations that lack
technological self-reliance, usually depend on developed countries for
goods and services to serve their demand, though this structure
weakness is not always clear. Goods and services made in the country
are mostly foreign, and substantial parts of the value-added are remit
ted abroad, leaving behind only wages that will be spent on foreign-
made products. Developing countries indeed pay a high price for their
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economic subsistance. In maintaining economic equilibrium on exter
nal technology, developing countries find it difficult to eliminate pov
erty and to overcome backwardness. At the same time, growth acceler
ation often leads to increasing external debts beyond the country's
ability to repay. External debts are direct results of growth without
technological self-reliance. At certain levels, the debt burdens also
interfere with economic stability itself.

Because science-based technology is expensive and not effected
simply through trading, there is a need for national science policy—a
public policy that reflects an integrated socio-techno-economic
approach. Science and technology will be acquired primarily to
strengthen the nation's economic self-reliance and productive
capability. Without consideration of socio-economic factors, a national
science policy may embark on expensive adaptation of technologies
irrelevant to the country's own conditions. Similarly, economic policy
tends to restrict efforts to build up indigenous technology if it merely
gives support to imported technologies. An integrated socio-techno-
economic consideration is therefore necessary.

Three main areas deserve special attention—investment promotion
policy, research and development activities, and the domestic market.

Foreign investment is attractive because it is expected to bring along
new technology and modern business management. There are no
reasons for a free-enterprise country to raise objections to foreign
investment. What is desired is that the investment actually must be
made in the country. The prevailing situation is that practically all
"techno-products" are being produced abroad, or in other words, their
"investment" already has been made. In this case, investors are merely
selling their techno-products, and investment promotion is in fact a
promotion of foreign-made capital goods, while the less-developed
countries (LDCs) receive very little benefit. This happens because the
LDCs do not seriously consider technological self-reliance in their own
investment promotion objectives.

It may be argued that dependence on foreign technology is caused
by a lack of alternatives; developing countries lack "brainpower" to
develop technologies by themselves, it is said. But in some developing
countries huge investment has been made in human capital, including
scientific and technical personnel. These highly trained people nor
mally are engaged in teaching. Many of them have left their countries
to seek employment elsewhere, which is apparently an economic loss
for their homelands. If investment promotion requires investment in
technology, local scientists and technologists will be given an oppor
tunity to gradually build up technological capability. By concentrating
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the promotion efforts on imported technology, government policy
itself obstructs the achievement of technological self-reliance.

Investment promotion policy therefore will have to be reviewed. It
should be selective in promoting imported technologies, while giving
serious support to development of indigenous technologies. Bymeans
of this kind of approach, enormous foreign exchange will be saved,
and the country will be on road to economic self-reliance.

Technological capability toward self-reliance is determined by the
extent of research and development. R&D expenditures are regarded
as national investment in the same way as investments in infrastruc
ture and in human capital. Developing countries seldom pay serious
attention to R&D. They often confuse "technology purchase" with
"technology transfer." Technology transfer is hardly possible without
R&D activity.

Because R&D activities are costly and do not aim at immediate
profits, research and development may sound like a luxury to develop
ing countries. Tominimize costs, developing countries may spend less
on basic and applied research and more on development phases.
Research is certainly very important as technological foundation, but
most of it can be transferred from abroad at less cost than being carried
out in the country. There are of course certain cases where basic or
applied research must be done at home. The economics of R&D pres
ents many challenging questions, particularly with regard to project
selection in the face of limited financial resources.

R&D activities are expected to cover a range of activities from basic
to applied research to development, from development to engineering
including demonstration, and from engineering to commercial pro
duction. Each step possesses unique characteristics and requires per
sonnel with specific types of background.

With proper support given by investment promotion policy and
local R&D activities, developing countries can be in a position to
increase their reliance on the domestic markets. Very often it is found
that a domestic market has been under the control of foreign goods
both imported from abroad and manufactured in the country itself.
Developing countries must aim at taking back the domestic market as
far as possible. There must be a clear distinction between "local prod
ucts" and "products made locally." Local products should be promoted
through fiscal incentives that will not be regarded as tariff walls dis
criminating against foreign goods in the world market or contradicting
to the free trade principle.

Economic self-reliance is not only legitimate, but it directly works
toward restructuring international economic development through
narrowing the existing technology gaps.



22. Foreign Investment and
Technology Transfer

THOMAS J, WHITE

Thailand presents to the potential foreign investor a climate that is
generally regarded as good and in many respects getting better with
each passing year. At the same time there are problems that have not
been resolved and new problems emerging. Where problems exist,
they are often the result of administrative actions and the manner in
which law and regulations are interpreted and implemented rather
than being the result of concious policy decisions. The most serious
difficulties that have been encountered are in the areas of taxation,
customs and intellectual property rights.

It is expected that Thai-American business relations will continue to
become more complex in the next few years as they increasingly have
become during the past decade. Competition especially with regard to
some commodities is expected to become more intense but the volume
of trade and investment is expected to increase. Problems are expected
to become more intricate and tied to higher stakes. Because of the
excellent pattern of relationships, goodwill and deep personal friend
ships that have developed between Thais and Americans over the past
150 years, there is a reservoir of historical understanding on which to
draw. This—plus a lot of energy, attention, hard work and greater
understanding—will have to go into the building of the new era of
Thai-American economic relations that has begun in the 1980s.

One of the bases of Thai-American economic interaction is the

bilateral Treaty of Amity and Economic Relations adopted in 1966. This
gives "national treatment" to American citizens and corporations
working in Thailand, except for a few types of business. The treaty is
similar to a number of others between the United States and its trading
partners and it has worked well and been much appreciated by the
American business community.

The primary objective of the American Chamber of Commerce in
Thailand is to promote the development of all aspects of commerce
between our two countries. We in the chamber accept this as a major
responsibility and believe that those who are familar with our efforts
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recognize that we have adopted strong positions both in the United
States and Thailand in pursuit of genuine improvement.

One of the major activities of the chamber is to keep track of the
investment climate in most nations around the world, and to iden
tify—in a responsible and tactful manner—areas of concern to the
potential investor. In the case of Thailand, the American Chamber of
Commerce for almost ten years has conducted regular surveys of its
members, asking their opinion of the Thailand business climate. Hap
pily, this survey has indicated steady improvement in the investment
climate in Thailand, from a point in August 1981when 74percent of the
respondents were cautious or pessimistic regarding investment in the
Kingdom, to the most recent survey indicating that 65 percent of those
responding now are optimistic.

In 1985the six other major foreign chambers joined in this survey so
that now the results are presented not only from the American cham
ber but also the seven combined foreign chambers.

A key element in the improvement of the investment climate has
been a greater awareness of the role of the private sector and foreign
investment as well as a series of positive steps taken by the govern
ment to promote investment. The Office of the Board of Investment
(BOI), the government agency responsible for investment promotion,
has made some effort to streamline investment procedures by estab
lishing a one-stop Investment Service Center, and by strengthening its
capability to assist investors in information gathering and compliance
with various government regulations. In 1984, the BOI stepped up its
investment promotion effort in the United States under an aid pro
gram funded by the Officeof Private Enterprise of the U.S. Agency for
International Development (AID). In 1986 the American Chamber of
Commerce, U.S. Foreign Commercial Service and the BOI began col
laboration in a large-scale "mini-ambassador" program that will make
it possible for Thailand-based American businesspersons, when visit
ing the United States, to speak to interested business and investment
organizations about doing business in or with Thailand. This past
summer our members spoke to approximately 300 such persons and
we expect to double that number in 1987.

Other recent positive developments have included the establish
ment of a separate Investment Service Center in the Ministry of Indus
try and a Joint Public/Private Sector Consultative Committee to which
the foreign chambers have gained access. In addition, the Thai govern
ment has taken a number of other actions to improve the investment
climate and these are recognized and appreciated. Measures taken in
1986 include reduction of corporate and personal income taxes, a tax
amnesty to clear case backlogs, elimination of price controls on various
items, reduction of bank interest rate ceilings, gasoline price and



Thomas J. White 327

electricity rate reductionsand reduction or elimination ofmany export
taxes or premiums and reductions of license or tariff restrictions on a
number of items.

There is, without doubt, strong competition worldwide and within
ASEAN to attract investment both foreign and domestic, and this
competition is focused in two areas: direct investment incentives and
creation of an attractive investment environment ("hassle factor"
reduction).

Since many American businessmen and most potential investors
come to the chamber to receive briefings on operating in Thailand, we
believe we not only perform a valuable service but also have a good
feeling for investors concerns. In the area of direct investment incen
tive Thailand is competitive, with minor changes, so the area of great
est potential is in improvement of the business environment. Our
surveys over the years have shown clearly problems perceived by both
actual and potential investors. The area of taxation is one in which,
although progress has been made, there is a need for continued,
aggressive and speedy attention.

The major problems result primarily from three factors. First, in
many areas, laws and regulations relating to taxation (and in some
cases relating to commerical and business operations generally) are
unclear and not up to date for modern business. A second major
problem area is the designation of various tax matters (and, again,
other matters affecting commercial and business transactions as well)
to government agencies that do not always cooperate one with the
other or, in some instances, that do not have incentives to know
precisely what the other is doing. The third has to do with the level of
staffing and professionalism devoted to the tax audit function.

I feel compelled to point out that foreign investors do not object to
paying taxes since this is a cost of business anywhere. Tax rates are
compared and they of course affect investment decisions. But the areas
ofgreatest difficultyare the availability ofclear, consistent interpretations,
obtaining of tax clearances, containment of retroactivity and assessment
of penalty. Uncertainty and ambiguity are the major problems.

Another problem in the tax area is the absence of a Thai-U.S. tax
treaty. Thailand has such treaties with at least eighteen other countries
including Japan, Korea, Taiwan and all its major European trading
partners. The lack of such a treaty places U.S. companies at a disadvan
tage compared to those from other countries when competing or
investing in Thailand. It is not my intention to attempt a detailed
discussion of the reason for the lack of such a treaty but rather to point
out that it is a serious gap in the Thai-U.S. economic relationship.

In the United States we know very well the difficulty of tax reform
and restructuring even as we have urged it in Thailand. But it is a major
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investment consideration for both domestic and foreign investors. We
believe it is necessary and will prove beneficial in the long term and we
support efforts to broaden the tax base, to restructure and reduce the
business and excise taxes and to improve administrative procedures.

The last point I would like to mention in this context is a "hassle
factor" item: Tax clearances. While we understand the need for such

clearances, we believe they should be linked to the work permit and
therefore issued for one year at a time. We do not see the need for such
clearances for spouses or dependent children.

The second primary area of investor concern is related to the first
because in Thailand the customs department is utilized as a principal
revenue source supplementing the lack of direct taxation. From the
perspective of the American chamber, specific problems relate pri
marily to duty assessment and retroactivity. It is a major problem for
business operating in Thailand and a major concern of potential inves
tors. It is suggested that Thailand join the GATT (General Agreement
on Tariffs and Trade) Customs Valuation Code, which is subscribed to
by the majority of trading countries. It would not only standardize
Thai customs valuation procedures allowing acceptance of bona fide
invoice value as assessable value but also result in faster procediures
which are more equitable. This would greatly reduce the customs
department workload and eliminate high costs to both importers and
exporters in bank guarantees alone. It is further suggested that a
shorter time limit be established for the reopening of cases and that
penalties be allowed only where there was proven criminal intent or
false declaration. We believe it is possible to have customs controls with
out undue delay or cost, thereby promoting economic activity and tech
nology transfer; present procedures are inhibiting to both functions.

The third problem area is industrial and intellectual property
rights, which of course relate to technology transfer. Progress is being
made but the pace is slow, so results cannot be assessed at present.
This is an area in which a great deal of education is required to convince
government officials, businesspersons and the public of the benefits to
be derived.

In general. Thai laws and regulations regarding intellectual prop
erty rights need to be strengthened, interpretation of the law needs to
be made more clear-cut, and there is a great need for enforcement of
existing law. It is particularly important to speed up the legal process
with regard to the arrest and bringing to trial of violators.

Legal remedies recommended by our chamber include amend
ments to the Thai penal code and other relevant laws to increase
maximum punishments for trademark, copyright and patent vio
lations; specific protection for computer technology and software;
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prohibiton of limitations on unauthorized public performances; clarifi
cation by the Thai government on the applicability of the Treaty of
Amity and Economic Relations to copyright works; establishment of a
government agency specifically charged with supervision; receipt of
complaints and prosecution of court action on matters involving intel
lectual property rights; and improved patent protection for phar
maceuticals, industrial products and chemicals.

Continuing the theme of creating an environment conducive to invest
ment and technology transfer, we would recommend that even greater
consultation take place between government agencies and the business
community so that both sectors may better understand the reasons
underlying the impacts of new laws, regulations and interpretations.

Toa major extent commercial technology transfer is interelated with
investment and requires much the same environment. Conversely, as
with the old adage "you can lead a horse to water, but you cannot make
him drink," if the principals are not willing and sufficient rewards are
not available, transfer cannot take place. This is a gross simplification
but is designed to indicate that the best transfer takes place where the
incentive is adequate, the capability is present and the system is
receptive.

Today such technology transfer requires many support systems
such as intellectual property protection, flexible modern accounting
practices, tax and investment promotion, adequate markets, person
nel and educational facilities, sub-contractor capability and materials
availability.

As with the horse led to water the transfer is something that is
difficult to force but works well when naturally developed and prop
erly stimulated. Therefore it is suggested that, if the investment cli
mate is right, technology transfer will follow.



Discussion Excerpts

AMERICAN participant: There are things that America is doing for
Thailand. There has been a continuous and harmonious history over
the past thirty-six years of a technical and economic cooperation pro
gram between Thailand and the United States which has seen some
thing on the order of $900million to finance commodities, training and
technical assistance. Some 15,000 Thais trained in the United States
now constitute a significant portion of the leadership in the public and
private sectors in Thailand. There has also been an effort to strengthen
Thai indigenous technology, research and development. Our program
strategy has been to respond to development priorities identified by
Thais, particularly as reflected in the five-year plans. There is a new
"science and technology for development project" in which the United
States is cooperating with the Ministry of Science and Technology and
other institutions in Thailand. It represents a $35 million contribution
from the United States and almost a $15 million contribution from the
Thai government. Its purpose is to strengthen Thai scientific and
technical capacity.

AMERICAN participant: What bothers the American speakers is that
there are all these attacks directed primarily at America even though it
is less protectionist than the European Economic Community (EEC),
Japan and Thailand itself. Thailand's exports to the United States are
growing at a tremendous rate. If that is the case, why is there a problem
on Thailand's part? What I hear is Thais talking about old emotional
ties, special relationships, and regretting that those things do not seem
to count anymore. What I conclude is that the real issue on the Thai
agenda is that they are dealing with a totally different United States
than they dealt with in the past. We used to tell Thais, "Devalue your
currency so you can export more to us, so you can be stronger." But
now we are saying "Please revalue your currency upward so we can
import a little less from you." We used to celebrate all Asian countries'
export successes except Japan's. Now we are telling them it is all a
disaster. We used to tell these countries to use infant industries argu
ments to protect their industries while they built them up to compete
with us. In short, we did not used to talk about "fair trade" or "level
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playing fields." The reaction on the Thai part is to see the United States
playing a role like West Germany or Italy, trying to maximize its
benefits on a level playing field rather than be a great leader of the
Western alliance generously offering its markets. Most American par
ticipants probably do not realize how radical a reversal this is. In order
to make the technical discussions we have had fruitful, we need to
have the real source of the problems on the table.

THAI participant: Dr. Vichitwong has commented on the state of
real industrialization in Thailand and suggested that value added is
not a good measure of industrialization. Thailand has entered the
second stage of industrialization. The reason we now are entering that
stage using more local technology and local components is mainly
because of the efforts of the Thai private sector and Thai private
industrialists. Siam Cement Company, for example, has been able to
build up engineering technology which serves as an attraction for
foreign investment. We certainly should try to support these local
industries even more. One way to support them is through the public
sector programs. This is one area where we have cooperated with the
Agency for International Development (AID). We need the coopera
tion of the public and private sector to really make it work. We have
already allocated more than a billion baht of resources to support the
kinds of things which Dr. Vichitwong has mentioned that we should
try to do. It is important to get the private sector involved. We believe
that unless the bankers are informed about research and development
possibilities here in Thailand it will be very difficult to get the private
sector's support because they will need the bankers. I am very glad that
five banks have joined with AID to provide venture capital to support
local research and development.

In the politics session we talked about a moving equilibrium. This
afternoon Dr. Vichitwong discussed economic equilibrium. I am not as
pessimistic as he is about reaching economic equilibrium. Already this
year the current account will be close to equilibrium if not in surplus.
And in the next few years if we keep present policies going we expect
that equilibrium will be reestablished.

THAI participant: Agricultural diversification may be desirable, but
we now are being clobbered into diversifying. In the context of
Thailand, diversification is already taking place in areas that are quite
prosperous relative to the other areas. The problem is in the areas
which cannot diversify. They are the ones that are being clobbered.

AMERICAN participant: We have a shift in the past two years toward
the priorities of economic relations. I would anticipate that would
continue to be true for the foreseeable future. I think we are in an era

when economics is going to take priority, both in the sense of its
importance and also in the sense that it shapes other factors. I do not
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regard this as wholly disadvantageous. There are many aspects of this
that are hopeful and promising. It is true that in this conference there
was a certain feeling of the looming up ofcertain problems in U.S.-Thai
relations. The two perspectives that seemed most pronounced were
the Americanperspective that we were making progress in containing
protectionism and were still the most open of the major societies
versus the Thai apprehension that protectionism was closing in. His
tory sooner or later will demonstrate which of these perspectives is
correct.

THAI participant: Econonmic and political forces are closely inter
twined. The success of democracy depends upon a healthy econonay.
Revenue from trade is important to promote economic development.
Economic development and trade serve to cushion the growth of a
democratic form of government. And the growth of the latter, based
upon General Chavalit's argument, will in turn serve to fulfill
Thailand's security needs to fight against Communist aggression.
Because of the systemic nature of security, one cannot compartmen
talize trade, politics and security. Protectionist policies threaten eco
nomic growth, and indirectly, threaten democracy and play into the
hands of Communist movements.

AMERICAN participant: I am struck by some broad areas of agree
ment at the conference. We seem to have agreed on a view of the
region's security problems. We appear to want market economies at
home and open world markets. We want, for example, to make the
next GATT (General Agreement on Tariffs and Trade) round succeed.
We also have debated some problems and differences. To some extent
these are reflections of Thailand's economic growth so that it now
competes with the United States in some world markets. The change
also reflects evolution in the United States. Our relative economic
position in the world has deteriorated. Despite our domestic problems
we remain internationalist, but we will never again have a dominant
position economically or a thick cushion to protect us against the
vagaries of the international market. The United States will negotiate
harder and pursue its interests more strenuously. Our bilateral rela
tions will require more work, more discussion between us, and better
understanding of each other's problems. There has been discussion
here about emotionalism. What has impressed me most is how we have
been able to deal dispassionately with so many difficult matters.
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