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And if I have written all truth and no lies

If I have uttered anything wise,


The fault—it lies with those eyes like skies,

My beloved’s lovely eyes


Vladimir Mayakovsky (1893-1930) 

For Noel and Edward, 
with love. 



Abstract


This thesis examines the political and social dynamics of agribusiness 

in Thailand. Over the last twenty years agribusiness firms grew in 

scope and activity as Thailand became the major agricultural 

exporting country of Southeast Asia. The context of this process is 

explored in terms of national developmentalism, the political economy 

of agri-food restructuring and history.  The thesis analyses two 

sectors (dairy and shrimp) which demonstrated substantial productive 

increases and were accompanied with a high level of agribusiness 

activity. The experiences of these sectors are compared and 

contrasted to determine the degree to which they characterise historic 

moments of capitalist restructuring and development. 



ในปั บั กมี อใครว่ นศั นาจจุ นมั การประนามใครต่ าเป็ กดิ
ทีโดยดู ่ รองแต่ วและดู นเป็ อยู อยๆเคื่ งตั ขนาดของตี นเณฑ์ บ่ ่

ากั จริ วลั านี ไม่ ดเสี เดี ก็ ถู องว่ นที่ งแล้ กษณะเหล่ ก้ ็ ผิ ยที ยว แต่ ไม่ กต้
ทั้ เพราะพวกที่ ตี กจ๋ิ งสื อสายมาจากพวก "ผู้ ตีงน้ี มี นขนาดเล็ ว ซึ่ บเช้ื ดี นแดง 

นเดิ งไม่ นไม่ ยบดิ สมั อนตะแคงตี น" ซึ่ เคยทำงาน ตี เคยเยี นมาแต่ ยก่
นนายทุ นสามั มละลายทาง อาจจะกลายเป็ น, เป็ ญชนเพระการล้

เศรษฐกิ อกลั นผู้ กขู ดอย่ สไปแล้ ได้ ไม่ เป็จหรื บกลายเป็ ถู ดรี างแสนสาหั วก็ ... ่ ได้ น 
ศั นา...ไพล่ นตั และโดยเฉพาะนายทุ นคลักดิ ไปเป็ วแทนของพวกกระฏมพี นขุ ง! 

ดั นการที่ ี้ าใครเป็ กดิ ทีงน้ั จะชว่ นศั นาโดยดู ่ นหรื กำเนิ งขนาดของตี อชาติ ดจึ
ไม่ กต้ นเชิ าเช่ นแล้ จะพิ าใคร ถู องโดยส้ิ ง ถ้ นน้ั ว การที่ จารณาว่
นศั นาหรื นั ทีเป็ กดิ อไม่ ้ ไหน? คำตอบก็ อเราต้ ทีนเราจะดู ่ คื องดู ่ 

"ความสั นธ์ ต" กล่ อดว่ เขาทำ มพั ในการผลิ าวคื ู าในเวลาที่
การผลิ อเข้ วมในการผลิ น เขามีตหรื าร่ ตน้ั ความ 

อืมพั กั ้ นในข่ ตอย่สั นธ์ บผู ่ ายการผลิ างไร 

…nowadays it is common to accuse others of being sakdina by pointing to their 
dress or the size of their feet.  In actual fact, such descriptions are not really 

wrong, but they are not entirely correct either.  This is because those with tiny 
little feet who are descended from “people of refinement, who hobble when they 

walk shoeless on their tender feet”—those who from ancient times have never 
worked, whose feet have never trod the ground—may become capitalists or 

commoners as a result of economic ruin, or they may become the ones who are 
pitilessly exploited.  Lots of lords…were not sakdina.  On the contrary. They 

were representatives of the bourgeoisie and especially the capitalists and the 
financiers!  To identify the sakdina by looking at the size of their feet is therefore 
misleading.  If this is the case, what are we to look for in determining who is and 

who is not sakdina?  The answer is that we must look at the relations of 
production.  That is to say we look at someone in the act of production, or 

joining in the act of production, and ask what relationship exists with others in 
the sphere of production. 

Jit Poumisak The Real Face of Thai Feudalism Today 

The taste of porridge does not tell us who grew the oats…[nor] reveal the 
conditions under which it takes place, whether it is taking place under the slave-

owner’s brutal lash or the anxious eye of the capitalist, whether Cincinnatus 
undertakes it tilling his couple of acres, or a savage, when he lays low a wild 

beast with a stone. 

Karl Marx Capital, volume I 
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Introduction 

Research Questions, Key Concepts, Methodology and Thesis 
Organisation 

[The aim] is to show how aggregate statistics, rates, projections, etc. conceal disparities, 
inequalities and forms of differentiation between regions, among producers, and between 

producers (whether owners of land or not) and those who control the strategic means of 
production, means of surplus extraction and the means of social and labour discipline. 

Andrew Turton (1989a:55), Thailand: Agrarian Bases of State Power 

I Research Questions 
Despite the so-called ‘end of history’ (Fukyama 1992) our world remains mired in 

unparalleled social inequality and maldistributions of wealth.  At the same time the 

extent of accumulated wealth and productive capacity is equally unparalleled.  The 

world continues to be divided between groups with access to abundant supplies and 

those without.  One example of where these contradictions are starkly demonstrated is 

access to food.  At the start of the twenty-first century more food is produced globally 

than can be consumed, yet people continue to starve to death.  We live in a world 

where eating disorders such as anorexia are contemporaneous with mass starvation. 

During the late twentieth century, as just one example, we witnessed Ethiopia, suffering 

from depravation and inadequate food distribution exporting cash crops (in this case 

coffee and fresh vegetables to Europe) during periods of famine. 

Given this, it is not surprising that the study of agriculture and food attracts attention 

and debate.  Agriculture has long occupied a special place within debates concerning 

development and social change.  The earliest transformations in human societies from 

subsistence to surplus-producing were dependent on the acquisition of practices that 

allowed permanent cropping and storage.  Many debates that seek to conceptualise 

the origins of capitalism centre on the role of agriculture in the development of 

productive relations driven by competition in productivity (see, for example, Wood 

1998).  In the contemporary period agriculture still remains the primary means for 

generating the livelihood for a majority of the world’s population (albeit a declining one). 

Moreover, as food consumption expands the extent to which growing numbers of 
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people depend on the activities of others to produce food can only increase. Yet, 

beyond these generalities, the social and politico-economic dynamics of agriculture 

remain contested.  The significance of agriculture can differ greatly, for example, 

between Western Europe as against sub-Saharan Africa. Understanding changes 

within patterns of agricultural production and social form is also a highly contested 

arena.  For over a century political economists have debated the ways in which 

capitalism affects agriculture, agriculturalists and social change in the countryside. 

Within political economy a central theme over food and agriculture is a debate which 

seeks to ascertain whether problems of access are created by capitalism or the failure 

of capitalist market relations to become universal.  More generally, for whom does the 

expansion of capitalism facilitate or retard access to commodities? Answering these 

types of questions, however, requires complex debate and specification, through the 

use of abstract and specific understandings of social phenomena. With regard to food 

and agriculture, different countries and regions have not experienced development 

uniformly. Contemporary studies of agriculture and food in the developing world are 

generally the domain of political economists, anthropologists and economists whose 

interests, while varied, have tended to focus at either the micro-level (eg the farm or the 

role of the peasantry), or the macro-level (eg international trade or state policy) levels. 

Conversely, the study of the rural arena in the industrialised world is dominated by 

agricultural economists, agronomists and physical scientists.  While the sociology and 

political economy of agriculture has clearly operated outside this schema, it would be 

difficult to characterise its presence as dominant. Nonetheless, there has emerged 

research which seeks to examine the specifics of change within productive systems of 

agriculture at global, national and regional levels (Burch et al 1996; Friedland et al 

1991; McMichael 1994b). This perspective has been employed in the study of First 

World societies, with North America, Europe, Japan, Australia and New Zealand being 

the primary foci of research (Burch et al 1999; Jussaume 1998; Le Heron 1993; 

McMichael 1995). 

While studies of food and agriculture in the developing world are legion, and a number 

of very important texts have demonstrated the ways in which inequality over access to 

food is reproduced (eg Lappé & Collins 1977), there are few studies which examine 

food and agriculture in the developing world from the perspective of the regional or 

national social forces and actors which integrate and mediate local and global 
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processes. This is all the more unusual given the fact that contemporary impacts upon 

agricultural political economy will be relatively greater in developing countries than in 

developed countries. Where studies have occurred, processes of change tend to be 

seen to be caused by First World phenomena impacting upon countries in the 

developing world (Gouveia 1997; Raynolds et al 1993).  Thus, there have been a 

number of studies examining transnational corporations (TNCs) shifting production to 

and sourcing materials from the developing world, signifying the integration of 

developing states into the global economy (eg Constance & Bonnano 1999; Llambi 

1994; Pritchard & Fagan 1999; Rosset et al 1999).  In a somewhat similar vein studies 

of consumption in the Third World have tended to focus on the relatively narrow strata 

of wealthy urban dwellers with access to ‘Western’ lifestyles or on First World citizens’ 

attitudes towards Third World producers (eg Bell & Valentine 1997; Watson 1997). 

There is little, however, which has concentrated on the contemporary dynamics of food 

and agriculture internal to developing countries and how such dynamics are integrated 

into broader political and social forces on a world historical scale.  For example, do 

structures of production manifest differently in developing countries? What 

organisational forms do local agribusiness corporations take in shaping relations with 

the farm?  Have tendencies of vertical integration and concentration followed similar 

patterns in the economies of the developing world? Have new production practices 

developed or have old ones been reformulated?  Have states sought to regulate, 

promote or stifle local agribusiness corporations in the developing world?  To what 

extent do different commodities shape unique productions systems? What role does 

historical specificity and the balance of social forces play in shaping the patterns of 

production and the possibilities for future change? 

There is clearly a need for further analysis of these kinds of questions.  One avenue for 

attempting such analysis is through a specific country investigation which studies 

agricultural commodities in the process of development and restructuring, or what is 

understood as the restructuring of agri-food systems, or more simply, agri-food 

restructuring.1 To answer these questions it is important to provide an outline of the 

key concepts that inform such questions and provide the basis for what follows.  In the 

1 The Organisation for Economic Cooperation and Development defines an agri-food system as 
“the set of activities and relationships that interact to determine what, how much, by what 
method and for whom food is produced and distributed.” (OECD quoted in Whatmore 1995:37) 
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following section the introduction briefly defines a set of key concepts which relate 

specifically to agri-food restructruring.  The concepts examined are: the peasantry and 

the agrarian question; the subsumption of agriculture; formal and real subsumption of 

labour; differentiation; food regimes and regulation theory and vertical integration. 

Following on from this, section II moves to an explanation of the methodology used in 

the thesis. The introduction concludes with section IV, which outlines the thesis 

organisation. 

II Key Concepts 
Problems surrounding the status of the Peasantry and the ‘Agrarian Question’ were 

first posed in Karl Kautsky’s The Agrarian Question (1988a, 1988b[1899]) and Vladimir 

Lenin’s The Development of Capitalism in Russia (1977[1902]). The ‘question’ 

concerned the role that peasantries would play as societies industrialised; that is, 

would the peasantry act as an ally to the working class in its attempts to achieve 

socialism, and what were the conditions which might make the peasantry respond to 

political developments in a manner different from the working class?  Both writers were 

at pains to demonstrate the position of the peasantry was increasingly undermined by 

capitalism, with agriculture drawn into a series of exchange, rather than use, relations. 

Kautsky’s major insights into agriculture’s place under capitalism fell within two areas: 

first, the specific qualities which shaped agricultural capitalist development in a manner 

different from industrial capitalism; and second, the continuing presence of small-holder 

agriculturalists as against industrial capitalism’s tendency towards concentration and 

centralisation.  Kautsky sought to demonstrate that the biological/natural components 

of agriculture (weather patterns, soil, genetic variations etc.) meant that there was an 

inherent instability to agricultural production.  Thus, the speed and the degree to which 

the subsumption of agriculture into capitalist relations could occur would be much more 

protracted than that of industrial or manufacturing processes.  Kautsky still argued that 

agriculture would eventually be subsumed, with peasants becoming proletarians, but 

the lag between industry and agriculture would mean the peasantry as a class would 

exist longer than many might predict and more importantly would give rise to the 

continuation under capitalism of contradictory productive processes: namely the 

maintenance of small-holder agriculture. This would come about because of the 

peasantry’s ability for self-exploitation; by increasing labour hours worked and drawing 

family members into the labour process, small-holders could raise production without 
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making investments in technology or hiring wage labour, thus experiencing formal, 

rather than real, subsumption of labour (Mabbett & Carter 1999). 

Lenin’s major insight was to identify two processes occurring under Russia’s nascent 

capitalism: differentiation and the concentration of ownership.  Lenin argued that the 

peasantry was fated for proletarianisation, as the expansion of capitalism in Russia had 

begun to undermine the peasantry’s independent productive capacities.  This came 

about because of capitalism’s competitive ability to offer improved technology and 

greater efficiency, which in turn produced differentiation, that is, the creation of classes 

of peasants who could compete—successfully and unsuccessfully—under the new 

arrangements. This drove those unsuccessful peasants into the cities as the new 

urban proletariat, while the old peasantry was ousted by a “class of commodity 

producers in agriculture and a class of agricultural wage-labourers” (Lenin in Araghi 

1995:340). Where previously the peasantry was a class with relatively little internal 

social differences, differentiation marked out the beginnings of capitalist exploitation in 

the country-side. One aspect of this would be the increasing scope of agricultural 

enterprises—larger land holdings, higher yields, greater productivity and concentrations 

of capital. 

In terms of our contemporary understanding of these positions regulation theory and 

food regimes allow an examination of these aspects of capitalist development. 

Regulation Theory, Food Regimes and the New Political Economy of Agriculture 
Whereas the agrarian question tended to confine matters to a particular social class 

(viz the peasantry), regulation theory developed as an all encompassing analysis of 

capitalism. Regulation theory, as Robert Brenner and Mark Glick (1991:45-46) state, 

attempted to, “grasp how networks of institutional forms, during the successive epochs 

in which they held sway, have affected the expression of—or actually modified—the 

underlying tendencies or laws of capital accumulation.” Those associated with the 

regulation school drew their theoretical roots in part from the Italian Marxist Antonio 

Gramsci (1971) and sought to explain the longevity of capitalist societies which were 

able to persist in spite of inherent economic crises and/or the failure of revolutionary 

working class movements (Aglietta, 1979; Lipietz, 1982). Regulation theorists 

analysed capitalism using three interrelated concepts: the model of industrialisation, 

the regime of accumulation and the mode of regulation (Lipietz 1991). The model (or 
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paradigm) of industrialisation relates to the general principles governing the evolution 

of the labour process during a particular epoch (eg wage-labour and capitalism). The 

regime of accumulation is the generalised form over a period of time which governs the 

conditions of production and the uses of social output (eg mass production and mass 

consumption). The mode of regulation are the social forms which govern and 

transform the regime of accumulation (eg social movements, laws etc). Drawing on 

these insights, two historic periodisations (or regimes of accumulation) were elucidated 

to describe the expansion of agricultural production in the capitalist world economy. 

Termed the first and second food regimes these periods of relative capitalist stability 

highlighted two eras: 1870-1914, covering an initial expansionary and extensive 

process of accumulation, and 1945-1970s, covering a period of restructuring and 

intensification of accumulation (Freidmann & McMichael 1989). 

The roots of the first food regime were built on a number of transformations in 

agricultural practice and geopolitics.  In the sphere of agricultural practice, the mid 

nineteenth century is commonly referred to as the second agrarian revolution in 

production (Foster 2000:148-149).  The first agrarian revolution, which predated 

industrial capitalism, was connected with the enclosures of common lands and the 

creation of central markets coupled with technical changes to agricultural production 

such as manuring, crop rotation, drainage and livestock management.  The second 

agrarian revolution witnessed the direct application of science through the growth of the 

fertiliser industry and the development of knowledge around soil chemistry. This 

second revolution greatly expanded surplus food production and was hence an 

important component facilitating the growth of the urban proletariat in the Euro-

American world during the Industrial Revolution. 

In the sphere of geopolitics, as European industrialisation gathered pace, agricultural 

production increasingly shifted to the colonial territories in the latter half of the 

nineteenth century. The most profound aspect of this era was the creation of the 

“settler economies”, such as Australia, New Zealand, Canada, Argentina, South Africa 

and the western United States, and the “plantation economies”, for example, Brazil, 

Malaya, the states of Indochina, Sri Lanka, the British and French Caribbean and the 

southern United States.  The chief characteristic of this development was the 

complementarity of industrial capitalist development and growth in the Euro-American 

world and the expansion of primary commodity production (eg wool, wheat, sugar, 
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rubber etc) in the colonial world.  In the settler economies, especially Australia, New 

Zealand, Canada and the Western United States, the phenomenon of family farms 

dominated. This occurred because of the conjunction of a number of forces 

(Friedmann 1978).  Firstly, the need to consolidate territorial expansion encouraged 

colonial states to support and facilitate permanent settlement.  Second, farms in the 

settler colonies were generally established on the basis of much cheaper, or non

existent costs with regard to land purchase, since these were simply appropriated 

(stolen) from indigenous populations. Third, whereas capitalist farmers in Europe had 

higher wage costs and were required to return a profit, family farms in the settler 

colonies had more flexible levels of personal consumption, generally lacked wage 

labour costs and could thus reproduce sufficiently to compete.  Fourth, declining soil 

fertility and yield in European farming made the settler economies more cost efficient 

as the latter’s purchases of, and access to, fertilisers, nitrates and phosphates was 

lower.  Finally, family farms were beginning to make use of mechanisation adding to 

their greater productivity with regard to European farms (Friedmann 1978:585; Foster 

2000:149-154). 

However, World War One and the Great Depression of the 1930s produced a 

generalised economic crisis worldwide.  Attempts were made within the British Empire 

towards stabilisation via increased imperial trade preferences and the closing of the 

British market to non-Empire products.  However, World War Two, the role of the 

United States, with its insistence on a breakdown of imperial trading blocs in the post

war period as the price for Lend-Lease and the Marshall Plan for post-war 

reconstruction (Burch 1987), and the movements for decolonisation and national 

liberation transformed the world economy and made a revitalisation of the first food 

regime impossible. 

The second food regime, which developed in the aftermath of World War Two was 

characterised as Fordist.  As an organising principle for production, Fordism (that is, 

the production system created by Henry Ford for the manufacture of automobiles) was 

recognised as a revolutionary concept which separated twentieth-century 

manufacturing from previous eras of capitalism. Fordism as a theoretical concept was 

more than simply a system of production.  It included whole networks of social 

relations, institutions and ideologies that formed in relation to production systems in 

industrialised capitalist societies (Hoogvelt 1997:93).  The Fordist regime was 
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characterised by Keynesian state management, import substitution and a mass 

consumer society where, crudely, workers traded the ‘militant’ goal of collective 

ownership (viz democratic control over production) for wage increases linked to 

productivity and, in certain countries (eg Germany), limited participation in 

management and decision-making within industrial structures (Harvey 1990:133; 

Jessop 1990:201). 

However, Fordism as a social formation was generally a phenomenon of the developed 

world. The newly decolonised Third World in the aftermath of World War Two lacked 

many of the elements described above, that would constitute a Fordist social order, not 

least the high levels of industrialisation and a widespread wage-labour force.  In the 

case of most Third World countries agriculture remained the dominant economic 

activity.  For the countries of the non-socialist world, national level industrialisation in 

the Third World was to be sponsored in part through agricultural surpluses from the 

First World, in particular the United States. Thus, between 1954 and 1977 the US 

supplied 70 percent of the world’s food aid, mainly in the form of wheat; a process 

designed to support US agriculture and shift developing countries from being recipients 

of aid to commercial clients (McMichael 2000b:60). 

In the aftermath of the colonial era individual nation-states, rather than colonial blocs, 

determined agriculture and food policies via economic intervention and regulation. This 

was primarily achieved through international trade policy which allowed for negotiated 

tariff protection and subsidies via the General Agreement on Tariffs and Trade (GATT). 

While GATT was intended to encourage free trade, its primary outcome was in fact the 

relative stabilisation of trading relations (especially in contrast to the 1930s) between 

countries. In production terms the second food regime was associated with increasing 

importance and significance of the large-scale manufacturing of food, the dominance in 

international agriculture trade of three sectors (wheat, livestock/animal feed and 

durable foods) and the presence of fast-food sectors in the First World designed to 

satisfy mass diets (Friedmann 1991).  Vertical integration, a principle of Fordist 

manufacturing and a process where corporations sought to increase the scope for 

complete control of the production process via inputs, assembly and sales, emerged as 

a major strategy. 
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However, the 1970s witnessed a crisis in Fordist production and the second food 

regime.  By the late 1970s and throughout the 1980s, most countries in the world (with 

the exception of the East Asia region) experienced declines in their domestic rates of 

growth and increases in levels of unemployment, especially as markets for mass 

consumption became saturated (Harvey 1990:132, 148). Keynesianism as a means of 

economic management ceased to be a central plank of public policy (Teeple 1995). 

Increasing use of greater technological inputs, specifically computers, provided greater 

flexibility and reduced labour inputs (Lawrence and Vanclay 1994:91). This in turn saw 

the rise of so-called systems of flexible accumulation which were characterised by 

niche markets (as opposed to mass markets), the growth of service industries (and an 

associated relative decline in manufacturing), specialised production with an increasing 

incidence of out-sourcing and sub-contracting (as against a dependence on economies 

of scale) and the rise of non-specific managerialism (in contrast to industry and firm 

specific management) (Harvey 1990; Lash and Urry 1987). 

In agriculture, the growth in the 1970s of non-traditional markets for US exports, 

principally the Soviet Union, destabilised international commodity prices and produced 

declining surpluses on world markets. Agricultural exports from the developing world 

such as sugar and vegetable oils, which were utilised as industrial inputs, became 

replaced with generically manufactured ingredients such as margarine and artificial 

sweetners (Stringer 2000:427). During the 1980s in the countries of the rich world 

(especially North America, Australia and New Zealand) family farming entered a period 

of crisis, with rapidly declining numbers of family farms.  At the same time new 

commodities and foods were increasingly traded internationally.  Organic foods for 

small markets, specialised commodity producers of high value-added goods (eg wine, 

fresh fruit and vegetables, pizzas, functional foods etc), the breakdown of the national 

regulation of trade with the inclusion of agriculture in the GATT in 1986 and the 

increasing importance of new players within the food sector (eg supermarkets, 

consumer advocates, biotechnology companies, transnational food companies) all 

signaled reconfigurations in the organisation of agriculture.  Le Heron (1993) has 

argued these circumstances were evidence of the emergence of a post-fordist third 

food regime. 

However, the changes described above only give a generalised account of the decline 

of Fordism and the second food regime.  It should be noted that there has not been 
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universal acceptance nor clear conceptual unity of the notion of Fordist/post-Fordist 

regimes (Sayer 1989), especially in the context of agriculture and food, and with 

reference to developing countries. The idea that there is a simple analytical and binary 

divide between Fordism and post-Fordism has been challenged on a number of other 

fronts.  Fine et al (1996:51) note the divide rests upon, “ideal types of industrial 

organisation into which a much more complex and varied range of empirical 

possibilities do not adequately fit.”  Additionally, the notion that agriculture worldwide 

should replicate industrial developments in both the First and Third Worlds has been 

strongly criticised (Goodman et al 1987; Goodman & Watts 1994). As to whether the 

industrialised countries have moved into a ‘post-Fordist’ era or an era lacking in 

generalised definition is a matter of intense debate (for a detailed survey see Amin 

1994). 

With the emergence of the “new political economy of agriculture” in the 1980s, a school 

drawing on insights from regulation theory, rural sociology and radical political 

economy (in some cases Marxism) a new set of concerns were highlighted—in 

particular the role of agribusiness, tendencies towards centralisation and the 

transnationalisation of production (Freidland et al 1991).  During the 1990s the 

approaches grouped under this banner came under criticism. While there was a wide 

diversity of critiques levelled, three broad themes emerged: the lack of attention paid to 

the specificity of agriculture (that is, there was too much conflation between industry 

and agriculture in terms of productive development, especially when considering the 

role played by environment and ecology); the emphasis on deregulation and 

deterritorialisation as against the emergence of new forms of regulation and 

territorialisation (that is, too great a concentration on the increasing role of private 

capital and corporations); and a failure to account for the reasons why complete 

vertical integration had not taken place within transnational food production systems 

and the concomitant growth of contract farming (Goodman 1999; Goodman & Watts 

1994; Vandergeest et al 1999, Watts 1992). 

III Methodology 
In the context of the thesis I have chosen to draw on William Friedland’s (1984, 2001) 

insights of commodity systems analysis. This conceptual framework has long provided 

a useful method for the study of agri-food commodities within a sociological context. 
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However, the original model was largely framed for the analysis of production 

relationships within national economies and within national agricultural systems 

(Heffernan & Constance 1991), and in this form, it does not lend itself to the study of 

global commodities, whose production and marketing are organised by TNCs. 

Nonetheless, other researchers have made explicit use of the commodity chain to trace 

corporate activity across national boundaries (Gereffi 1994; Latzias 1996).  It is 

important to note that too close a concentration on the commodity chain can cement a 

view which misses the linkages between commodities within, say, the production 

system of a TNC.  For example, the production of animal feed is generally a process 

spread across a number of commodities, since the ingredients are largely similar 

irrespective of the animals being fed.  Therefore, it is possible to underestimate the 

significance of corporate activity across commodity boundaries (Goss et al 2001). 

As a result I propose an approach termed ‘integrated corporate-commodity analysis’ 

(Goss et al 2000) which allows one to delineate the history and political economy of 

each commodity sector from a corporate perspective. The analysis is based on a 

modified version of Friedland’s conceptualisation.  This approach, while drawing on 

Friedland (1984), seeks to reformulate the mode of analysis provided in the initial 

commodity systems studies.  In particular I offer an analysis which places to the 

forefront the role of agribusiness within the commodity chain, but does not discount the 

significance of farmers, the state or historic social forces.  Nor does this approach 

assume that the dominant social force in agri-food production is necessarily 

agribusiness, rather the focus is agribusiness and its relationship to other social forces 

in the spheres of production. 

Bringing together these concepts, themes, approaches and critiques makes Thailand 

an especially useful place to begin research on the development and social 

circumstances of agriculture under capitalism.  For example, although Thailand’s 

leading export sectors for most of the 1990s were garments, computers, jewellery and 

plastics, nevertheless it was still the world’s leading exporter of rice and a major 

exporter of fisheries products, poultry, canned fruit and vegetables, shrimp, animal feed 

and more.  Despite rapid urbanisation and industrialisation over the last forty years, 

between 50 and 60 percent of its population remain within rural areas and continue to 

be dependent upon agricultural industries for employment purposes. While the 

proportion of export revenue derived from agriculture declined over the last two 
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decades, it has remained comparatively high at 25 percent, of which an increasing 

proportion was constituted by agri-industrial commodities (eg canned, frozen and 

prepared foods).  Further, in the last twenty years the structure of the agricultural sector 

underwent diversification away from a reliance on primary commodities (such as rice, 

sugar and kenaf) and towards high-value processed foods.  This occurred while 

Thailand continued to be a net exporter of agricultural products, a rarity for the region 

(MAC 1996/97). 

While the category of a “newly agri-industrialising country”, or NAC (see Friedmann 

1991), representing newly emergent countries specialising in value-added and 

processed food commodities, has been utilised in a number of cases, especially in 

Latin America (see Bonanno et al 1994), there have been few attempts to research this 

category in the East Asian context.  A number of studies have looked at the impact of 

Japan and its food import activities in the region (McMichael 2000), but there is little 

which points to “in-country” studies of agricultural restructuring and the social forces 

driving the process (although, see Glover and Ghee (1992) on Southeast Asia and 

Thompson (2000) on East and South Asia). 

Thailand’s developmental patterns also offer an interesting contrast to other states 

within the region. In the first instance, Thailand was the only country in Southeast Asia 

not to be formally colonised and, as a result, failed to produce, relatively speaking, a 

large landless class, as in India and Indonesia, where large-scale plantations increased 

landlessness.  More recently, rather than seeing a dramatic move away from 

agricultural production, as occurred in the developmental patterns of newly 

industrialising countries (NICs) such as South Korea and Taiwan, Thailand witnessed 

intensification and transformation in agri-food production in the last twenty years 

towards value-added commodities for export markets. Furthermore, the presence of 

an indigenous agribusiness sector set Thailand apart since the driving forces for 

agricultural restructuring were often internally led, rather than simply having occurred 

through external intervention from a TNC, as was the case for much agricultural 

restructuring in Latin America (Bonnano et al 1994).  Given this, an analysis of agri-

food chains can demonstrate interactions between the state, agribusiness and 

producers that reflect broader changes within Thailand’s political economy.  Moreover, 

it can help examine some of the key issues raised by recent agri-food research.  For 

the purpose of this thesis two contrasting, but new agri-food sectors were chosen to 
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provide insight into development and restructuring processes.  These were the farmed 

shrimp (or shrimp aquaculture) and dairy farming sectors. 

Shrimp aquaculture expanded rapidly from the mid-1980s, experiencing substantial 

increases in production levels and generating enormous revenue for a number of 

groups within the Thai agricultural sector. What was unusual with this commodity was 

that the transformation of farmed shrimp into a global commodity was achieved through 

a Thai TNC in combination with the Thai state, and not through the activities of 

‘northern’ agri-food conglomerate.  Conversely, Thailand’s dairy industry developed 

with direct state intervention, and rather than following a path of export-orientation (as 

is the case in the shrimp sector) the dairy industry proceeded along a path of import 

substituting industrialisation.  Initially, the purpose of government policy was to use 

dairy farming as a means of poverty reduction, especially in the poorer regions of 

Thailand.  However since the 1980s the industry has undergone restructuring as the 

forces of deregulation and privatisation confronted the state-sponsored and publicly-

owned segments of the dairy sector.  Understanding the impacts of the restructuring 

pressures within each sector will allow an assessment of the conditions, consequences 

and viability of agri-food sectors at the level of the farm, the corporation and the nation-

state. 

Methods of Data Collection and Research Parameters 
Because the primary mechanism for conceptualising each sector under review is the 

commodity chain, an array of research methods is required. In this case each 

commodity was examined within the broader relations of production of shrimp and dairy 

commodities. This includes the input suppliers, farmers, processors, transport agents, 

factory workers, agribusiness groups and representatives from state agencies. 

Representatives of each of these players within the production relationship was 

interviewed.  Depending on the position within each chain, those interviewed were 

asked questions in both structured and informal settings. The major concern was to 

elucidate the types of relationships existing between the various groups making up 

each chain and the scope of their activities vis-á-vis other members of the production 

chain. The majority of structured interviews took place at the farm level, with attention 

paid to farm labour, production capacity and relationships with processors and feed 

suppliers.  A mixture of formal and informal interviews was used with agribusiness 

groups to ascertain their activities, strategy and capacities. 
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A thesis of this kind has, however, had to place a number of constraints on the extent 

to which various subject matter related to this subject could be examined. Two major 

issues in this regard stand out: the relationships between agriculture and environmental 

transformation and between production and the sociological aspects of consumption. 

With regard to the environmental change and agriculture the thesis, especially in the 

chapters examining specific commodities, does comment on the ramifications and 

causes of environmental change. In regard to the issue of the relationship between 

agriculture and consumption this remains absent for three reasons.  Firstly, including 

consumers within this study would have enlarged the required research components 

beyond the scope required to fully cover the two selected commodities, let alone 

investigate thoroughly the impacts upon producers.  Secondly, as one of the 

commodities is export-oriented, and the majority of consumers are located in the US 

and Japan, it was simply not possible to access a number that would allow an 

adequate sample for research purposes. Thirdly, as the primary aim of the thesis is to 

arrive at a comparative perspective in terms of the impacts of agricultural restructuring 

and development, issues of consumption and consumer attitudes, while important and 

deserving of research, remain outside the scope of this study. Although, consumption 

in the sense of demand for agricultural products, both by overseas consumers and 

conglomerates, is discussed within the thesis. 

Thus, the aim of this thesis is to embed a study of the relations of production within the 

framework of historical transformation. The advantage of this approach is that it allows 

case studies of specific commodities to be undertaken but also draws out the impact of 

human agency and the unevenness associated with capitalist development.  In 

addition, by selecting ‘new’ commodities such a study can point to the differential 

outcomes and relations of production which ensue.  An attempt to integrate these 

concerns requires a case study which can incorporate the history of an agricultural 

economy in the developing world with contemporary transformations and integration 

into global patterns of production.  Further, in offering this framework for the study of 

agri-food restructuring in a developing country it is necessary to emphasise an 

approach which privileges neither internal national form nor external world position. 

This arises because in seeking to understand developmental patterns it is vital to 

understand that patterns in developing countries cannot simply be regarded as 

derivative of those in the industrialised world. There is no reason to assume that the 
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historical outcomes of agricultural restructuring and industrialisation should be an 

imitation of the transitions undertaken in Europe or North America. By concentrating 

on Thailand, a country with a significant agricultural base, the consequences of 

contemporary restructuring can be brought into greater relief.  The commodity chain 

perspective offers the advantage of being able to trace through a series of levels the 

interaction of an array of players within a production system. Finally, by offering a 

comparative perspective to each commodity’s development, the study can assess the 

consequences and impacts on producers and agribusiness and comment on the 

continuity of current economic and political forms. 

IV Thesis Organisation 
The thesis is organised in the following format. Starting with the notion of development 

as an activity undertaken by nation states, the first chapter studies the various political 

and social forces which shaped the decline of national developmentalism in order to 

provide a perspective on globalisation and the role of the state. Chapter two 

investigates previous attempts to understand social change and agricultural 

development in Thailand and posits a theoretical explanation for use in the thesis. 

Chapter three presents a political economy of agricultural development and 

restructuring in Thailand during the Nineteenth and Twentieth Centuries.  The chapter 

seeks to demonstrate the reasons behind the diversification and intensification of the 

agricultural economy and the social consequences of that process utilising the 

theoretical model developed in chapter two. Chapters four and five offer analyses of 

specific commodity systems (shrimp and dairy) in the context of firm-state and firm-

farm relations. Chapter six presents a comparative analysis of the development and 

restructuring experiences of the shrimp and dairy sectors and the conclusion 

comments briefly on the ramifications of the research undertaken. 
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Reconfiguring the Political Economy of 
Development 



Chapter 1 

The Decline of National Developmentalism and the Transformation 
of Development Theory 

Yet, what is at stake is—or rather was, since the practical ambitions of ‘development theory’ 
have been progressively reduced over the years—nothing less than whether human beings can 

act, collectively, to improve their lot, or whether they must once again accept that it is ineluctably 
determined by forces—nowadays ‘world market forces’—over which they have, in general, little 

or no control (and least of all those who need it most). 
Colin Leys (1996:3) The Rise and Fall of Development Theory 

Introduction 

Between the end of the Second World War and the end of the Twentieth Century the 

role, expectation and activities of nation-states underwent significant transformation. 

The grounding economic ideologies of the era, Keynesianism and state-socialism (and 

variants in between), similarly underwent change or disappearance. Especially of note 

during this period was the legacy of two contending forms of analysis: modernisation 

and dependency. These two sides of the same coin were bound up in perspectives 

that sought to ascertain the scope and possibilities for industrialisation in the 

developing world. Where modernisation concentrated on internal structures and the 

social and cultural forms necessary for development, dependency focused on the 

external historic and political conditions which limited a country’s development. The 

debate over these aspects was intense and from the 1950s through to the 1970s a 

number of pioneering studies sought to offer insight into the possibilities of 

development in what became known as the Third World.1  Such debates in 

development theory, however, had as their central assumption the primacy of the 

nation-state as the facilitator of development. Whether it was autarkic socialism of 

North Korea or social democratic capitalism of the Nordic countries (or even the liberal 

capitalism of the United States) the nation-state as an economic regulator was 

unquestioned. Whether it was agriculture, manufacturing, industry or finance, each 

 For example: Walt Rostow’s (1971) The Stages of Economic Growth: A Non-Communist 
Manifesto [first published in 1960]; Paul Baran’s (1973) The Political Economy of Growth 
[first published in 1957]; Andre Gunder Frank’s (1967) Capitalism and Underdevelopment in 
Latin America ; Arghiri Emmanuel’s (1972) Unequal Exchange: A Study of the Imperialism 
of Trade. Dependency and modernisation, with regard to Thailand, are discussed in further 
detail in chapter 2. 
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nation-state heavily influenced the development or attempted development of each 

sector. 

However, during the 1970s the predominance of Keynesian tools for the management 

of the capitalist economies came to be contested. Laissez-faire or supply side 

economics (often referred to as neo-liberalism) began to challenge the Keynesian 

consensus of the post-war era. The reasons behind the ultimately successful 

challenge to Keynesian hegemony are complex and are discussed below with 

reference to the developing world. However, in the First World the 1970s were a 

period of significant labour militancy and economic stagnation. Keynesianism, with its 

tendencies to seek cooperation between capital and labour (what is called corporatism) 

and which was most effectively demonstrated in the use of deficit spending and 

demand management to obtain full employment, was seen in some elite circles to have 

led to too great a redistribution of national incomes in favour of labour, thus 

undermining the productivity and profitability of capital. The policy response was thus a 

challenge to the fundamental means by which interventionist states might act in favour 

of labour and against capital (Glyn & Sutcliffe 1972; Radice 1999:17).2 

In the language of the laissez-faire critique, the state was ‘retarding development and 

growth’ through its interventions in the forms of tariff policies, industry regulation, 

financial regulations and price fixing, which were the central tenets of Keynesian 

economic policy. Neo-liberalism’s debut in the developing world was ushered in via 

Augusto Pinochet’s CIA-subsidised 1973 coup d’etat against Salvador Allende’s 

democratically elected and socialist-Keynesian government in Chile.  University of 

Chicago economists (the ‘Chicago boys’), with Milton Friedmann as a sometime 

adviser, helped the new regime dismantle nationalised industries and state structures 

in Chile (Riesco 1999).  During the late 1970s other states in the developing world, 

such as Taiwan and South Korea (also, notably, under the tutelage of military regimes), 

witnessed strong industrial growth which led some neo-classical economists, such as 

Bela Belassa (1981), to read their emergence as proof positive of the benefits of open 

trade, export orientation (as opposed to import substitution industrialisation, or ISI), a 

deregulated (‘flexible’) labour force and sound management. These economists 

 For example, this phenomenon of Keynesian proto-socialism as undermined by business and 
right-wing political forces could be seen in the failure of Sweden’s Social Democrats to 
successfully socialise large sections of the country’s capital base “for national collective control 
over investment” through worker funds in the early 1980s (see Sasson 1996:706-713). 
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argued that in adopting policies which encouraged comparative advantage, ‘the rule of 

the market’, economic growth and participation in the world economy (as opposed to 

Keynesian policies which created artificial prices and redistributed wealth to ‘inefficient’ 

sectors or dependency which sought to reject international trade), states would 

succeed in industrialising, creating greater waged opportunities and subsequently 

increasing prosperity (Berger 1994:265). 

By the beginning of the Twenty-First Centrury, neo-liberalism was the hegemonic 

economic ideology worldwide. This transformation led to significant political and 

economic restructuring, especially in regard to the ways in which states and social 

forces such as capital and labour interacted. Sectoral change was also profound—new 

industries emerged in geographic spaces where they were unexpected and long-

standing industries collapsed. States which were mired in poverty in the 1960s, such 

as South Korea, emerged in the 1980s as industrial growth centres, and other states 

which had enjoyed high standards of living through to the 1960s, such as Argentina, 

witnessed precipitous increases in poverty and inequality and declines in economic 

activity. The latter stages of the Twentieth Century were no less characterised by 

Marx’s famous phrase for the mid Nineteenth Century: “everlasting uncertainty”. 

Yet, the changes briefly outlined above were not the product of unidentifiable forces. 

Furthermore, the decline of the nation-state as the guarantor of development and 

Keynesianism took place within specific historical circumstances. This chapter 

examines this transformation from a development imperative grounded in the nation-

state to the seeming disappearance of this imperative. This is done through an 

examination of the impact of a number of forces on the role of the state and the 

transformation in development theory itself. The first section of this chapter briefly 

traces the rise of development theory, before proceeding to examine the decline of 

national developmentalism as an all-encompassing theory of industrialisation, through 

an analysis of the impacts made by a number of recent approaches. These 

approaches are characterised as follows: Neo-liberalism and East Asia, Post-

development, the Poverty of Sustainable Development and Globalisation and the State. 

Unifying Themes in the Rise of Development Theory 

The rise of development theory in the last half of the twentieth century had one major 

unifying theme: the role of the nation-state as the general guide for economic 
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development. For development theory, the nation-state was the site at which 

governments could act to determine their economic outcomes. Whether this was a 

process of managerialism, in the case of modernisation and diluted forms of 

dependency, or nationalisation and autonomous development, in the case of radical 

dependency theory, neither approach questioned the possibility that the state as 

constituted could not deal with the problems of development. Even the classical 

Marxist critique of dependency theory, led by theorists such as Bill Warren (1980), had 

a great deal of overlap with laissez-faire economists, via its endorsement of the 

progressive impacts of capitalism on the Third World. 

The nation-state was important for a number of reasons. As the world decolonised, 

calls for independence were made at a national level. Movements beyond the nation 

(such as Pan-Africanism or Pan-Arabism) were quickly consigned to relative obscurity 

since the divisiveness of colonialism at a regional level was extremely thorough. 

Rather, it was through rallying consciousness at a national level that independence 

leaders of countries such as India, Vietnam, Ghana and Indonesia were able to 

mobilise quite diverse populations whose interests previously may not have been 

conceptualised in national terms. The initial success of national liberation (especially 

the French defeats in Vietnam and Algeria) and the formation of groups such as the 

non-aligned movement (NAM) 3, the rapid expansion of the United Nations (UN) 

General Assembly or the beginnings of the UN Conference on Trade and Development 

(UNCTAD), allowed new states to perceive a series of common interests—which was 

articulated as a political outlook of Third Worldism (Goss 1996:242-243).  Third 

Worldism encouraged economic independence, reaching a highpoint in 1974 with the 

enunciation of the New International Economic Order (NIEO) which, despite its 

ambiguities in promoting non-interference and solidarity, signaled the seemingly 

emergent strength of the developing world in political and economic terms (Rist 

1997:140-150). However, by the late 1970s and 1980s, the Third World no longer 

retained the kind of uniformity of political consciousness that it had been able to muster 

at the first NAM meeting in Bandung, Indonesia in 1955.  While Bandung was able to 

ignore to a certain extent the social and economic differences already existent within 

the ‘Third World’, these were to be greatly exacerbated by the ‘lost decade’ of the 

The non-aligned movement (NAM) gained prominence from the latter part of the 1950s 
through to the 1970s, after first meeting in Bandung, Indonesia in 1955.  Initiated by President 
Sukarno, the grouping of newly decolonised states sought to act as a Third Force in world 
affairs, neither aligned to the US-led capitalist world nor the USSR-led state socialist world. 
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1980s in Latin America and Africa, and East Asia’s massive growth in the 1980s and 

1990s. The concept of the ‘Third World’ also began to be contested, with a number of 

writers questioning its usefulness as an analytical category (Berger 1994). 

Furthermore, new sets of criticisms emerged about processes of industrialisation and 

the whole notion of development. Neo-liberalism’s rhetorical attack on the state grew 

stronger and the impacts of transnational forces (such as multinational companies or 

environmental movements) began to be felt beyond the scope of national regulation. 

The nation-state and the development process began to be called into question: was 

national development even possible? 

An End to National Developmentalism? 

During the 1970s, changes within the world economy stimulated transformations 

throughout the developing world. The years since the end of the Second World War 

had witnessed substantial economic growth, and in spite of the social conflict 

associated with decolonisation and national liberation (and the claims of the 

dependency theorists), in broad general terms much of the ‘Third World’ gained 

measurably through reduced infant mortality, increased trade and higher levels of 

education (Amin 1997:93-95).  However, in the 1970s this process began to unravel 

and with it the limited degree to which parallel trends (such as industrialisation and 

economic growth) in the developing world had occurred. Such divergent paths within 

the Third World can be initially seen by briefly examining macroeconomic positions of 

developing countries during this period (the reasons for such divergences are explored 

below). 

Between 1965 and 1990 developing countries share of world exports fell by a fifth, from 

24.2 percent to 19.8 percent (World Bank 1993:38). Growth in real per capita GDP in 

Latin America, Africa, the Middle East and South Asia declined from an average 3.4 

percent in 1965-1973 to 1.6 percent in 1973-1980 and 0.3 percent between 1980-1989. 

In this last period (1980-1989), Latin America and Sub-Saharan Africa recorded -0.6 

percent and -2.2 percent growth, respectively (Walton & Seddon 1994:12).  Moreover, 

during the 1980s, debt as a percentage of GNP increased by almost 240 percent in the 

low-income countries (from 16.3 percent in 1980 to 38.7 percent in 1995) and over 175 

percent in the middle-income countries (22.4 percent in 1980 and 39.9 percent in 

1995). In a further strain on developing economies, debt servicing as a percentage of 

exports rose 1.6 times in the low-income countries (from 9.6 percent in 1980 to 15.4 
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percent in 1995) and 1.3 times in the middle-income countries (13.6 percent in 1980 

and 17.4 percent in 1995) (World Bank 1997:246). 

However, during this period of decline and contraction in much of the developing world 

East Asia stood in remarkable contrast, in particular those countries classified as newly 

industrialising economies (NIEs): South Korea, Hong Kong, Indonesia, Malaysia, 

Singapore, Taiwan and Thailand. The NIEs share of world exports increased from 3 

percent to 9.1 percent between 1965 and 1990 (World Bank 1993:38). Moreover, while 

the OECD countries (that is, the most ‘advanced’ economies) for the period 1980 to 

1995 averaged annual GDP growth of 2.6 percent, the NIEs recorded an average 7.3 

percent (World Bank 1997:235).4  While debt tended to increase in absolute terms for 

most of the NIEs over the period from 1980 to 1995, as a percentage of exports it 

decreased (in the case of Thailand) or remained relatively stable, as rises in export 

values off-set problems of debt. Yet, how had these disaggregations, unevenness and 

debts accumulated, and what were the consequences of such changes to the world 

economy? In order to answer this it is necessary to step back briefly to the 

modernisation and dependency debates. 

While in theoretical terms, modernisation theory (in its early forms) and dependency 

theory were stark opposites, within a policy arena of developing states there were 

aspects of each approach which often melded quite successfully. Keynesian 

approaches dominated early forms of modernisation and recommended intervention by 

the state and the guiding of economies in order to stimulate domestic demand and 

employment. Given this position, it was relatively easy to reconcile a diluted 

dependency approach which recommended independent development with a 

modernisation framework of an interventionist capitalist state which sought to build up 

infrastructure and industries and create jobs. This was amply demonstrated by the 

near universality with which planning was adopted throughout the developing world. In 

a paradoxical way, dependency helped solidify ISI as the policy approach of choice for 

developing states. In economic terms, the leaderships of developing states sought an 

independent status within the world economy via state-owned industry as their 

economic inequality within the state system was very real, while at the same time most 

 The NIEs included in this calculation are Hong Kong, Indonesia, Malaysia, Singapore, 
Thailand and South Korea. For the period between 1985 and 1993, Taiwan averaged 8.1 
percent annual GDP growth (Chu 1996:205). 
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recognised that their geopolitical position was adjudicated by the Cold War and not all 

states could be Cuba or wished to pursue the costly paths of independence like those 

of Vietnam or Algeria. As such, for those outside the socialist world, ISI became an 

appropriate policy prescription since it could meet both the political demands of 

nationalism (‘independence’) and the economic demands of industrial expansion 

without placing a developing state at risk of intervention from outside. 

In order to fund these processes of industrialisation, however, developing states would 

require significant levels of capital, which they simply did not possess. Within this 

framework, they required economic policies which could attract foreign investment and 

also borrow monies from international lending agencies to develop infrastructure. 

While the more critical dependency approaches saw this as the new colonialism, during 

the 1950s and early 1960s developing states generally witnessed considerable growth 

in their industrial capacities and absorbed large numbers into waged labour within 

cities, drawing populations out of rural areas. Yet, by the late 1960s growth had begun 

to slow. Part of this problem arose because much of the earlier forms of growth had 

involved ‘extensive’ development—simply creating industries and producing goods 

(Nove 1983).  ‘Intensive’ development required specialisation, technological capacities 

and highly skilled and educated work forces, resources which were generally not 

plentiful within developing states. In this sense dependence took on a very real form in 

the process of capital borrowings and technology use—without access to either it was 

simply impossible to hasten the speed of development. By borrowing further funds and 

purchasing technologies, developing states sought to bridge these gaps. One of the 

fundamental aspects to this process was the mechanism that allowed international 

borrowing in the first place, namely the Bretton Woods agreements of 1944.  Bretton 

Woods, with its Keynesian macro-economic influences, established fixed exchange 

rates with the US dollar as the international reserve currency, in effect making all 

international loans payable in US dollars. This process also stabilised interest rates, 

making it possible for developing economies to make long term borrowings without the 

risks of capital flight or fluctuations in rates (McMichael 1996a:114-115).  This tended 

to concentrate international borrowings in the public sector, through multilateral banks 

such as the Asian Development Bank or the Inter-American Development Bank, or 

through bilateral aid programmes such a the US Agency for International Development 

(USAID). To an extent, this limited the degree to which borrowing could occur. 
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However, such limits were soon dismantled as a result of the effects of the Vietnam 

war and the OPEC oil price increases of 1974 and 1979. 

The Vietnam war had caused the US government to undertake substantial overseas 

spending, leading to an increase in the amount of currency held in off-shore accounts 

from US$3 billion in 1960 to US$75 billion by 1970 (McMichael 1996a:115).  All these 

monies were guaranteed by US gold reserves, but with the pursuit of the war it became 

increasingly difficult for the US to maintain parity, especially during the late 1960s when 

inflation began to affect the US domestic economy. In 1971, the Nixon administration 

withdrew the US from the gold standard, giving the dollar a floating exchange rate and 

thus removing a key segment of stability in the international monetary system. Since 

many developing countries held their currency reserves in US dollars and the 

immediate objective of the float was to reduce the value of the US dollar, these 

reserves became considerably less valuable (Rist 1997:141).  Further transforming this 

environment were the OPEC oil price rises of 1970s, that culminated in the cost of oil 

jumping from US$1.26 per barrel in 1970 to US$9.40 in 1974 and to US$24 in 1979 

(Kolko 1988:230).  For the oil producing countries this massive increase in revenues 

resulted in a huge increase in amounts transferred to private banks. Moreover, for 

private banks to make returns for their depositors, monies had to be loaned. This 

recycling of oil monies meant that between 1973 and 1982 the off-shore capital market 

grew from US$315 billion to just over US$2 trillion (McMichael 1996a:116).  These 

investments mostly took the form of loans to developing states. The sheer volume of 

‘petrodollars’ available for lending completely dwarfed the public sector and official 

channels that had earlier been responsible for the majority of borrowings. Private 

banks fell over each other to make loans, offering less stringent terms and larger 

amounts to developing states. At a time when much of the developing world was 

experiencing a slow-down, partly as a consequence of rising oil-prices, these offers 

were extremely attractive and for a period these loans stimulated growth in developing 

states such as Mexico and Brazil. 

But by this stage many developing states were in a vicious circle of borrowings. As 

many countries were dependent on oil imports for energy, the cost of industry 

development or maintenance rose with the price of oil. While the historically cheap 

loans available were able to match increases for a period, the continuing rise in the 

price of oil caused many countries to increase their borrowings significantly. At the 
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same time the rise of supply-side economics in North America and Europe, which 

tightened money-supply and increased interest rates, raised the levels and repayment 

schedules of Third World debt. The overall effect was deflationary (as the monetarists 

desired), but by decreasing demand in the First World, developing states dependent on 

foreign currencies for loan repayments witnessed declines in their balances of trade as 

export markets contracted. Two options were available by the late 1970s: further 

borrowing or changes within developing economies to increase foreign currency 

earnings, that is to increase exports. Most chose the former option, but in 1982 when 

Mexico threatened to default on its loan repayments, private international lending all 

but ceased and the structural adjustment of economies remained the only alternative 

(McMichael 1996a:118; Walton & Seddon 1994:13-16).  As Leys (1996:21-22) notes, 

“most Third World countries…found themselves more vulnerable than at any time since 

they were first colonised.” 

But while the end of the 1970s and early 1980s produced worldwide economic decline, 

several states in East Asia emerged from this period to experience rapid economic 

growth, expanding exports and significant industrialisation by the mid-1980s. 

Explaining this phenomenon, and what lessons could be learned, became a central 

debate of economic policy for the Third World, especially in terms of the potential to 

which neo-liberalism could be used to justify such ‘successes’. 

Debating East Asia: Neo-liberalism and the ‘Miracle’ 

As noted earlier, the first forms of neo-liberal or laissez-faire development policy had 

their roots in the conservative modernisation theorists of the 1960s and 1970s. 

However, conservative modernisation was generally a movement associated with 

political science rather than political economy, which in turn meant its 

recommendations within a policy arena were still couched in state-centric terms. What 

distinguished the early forms of neo-liberalism was the articulation of a purely 

economic viewpoint and a strong antipathy to any role for the state within market 

economies. In this regard East Asia became the key for development policies, since it 

seemed to not only have survived the debt crisis, but had in fact, prospered in the 

following period. From the beginning of the 1980s until 1997, one can trace five major 

themes associated with the understanding of East Asia: first-wave neo-liberal; statist; 
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second-wave neo-liberal; revisionist and critical.5  In each of the debates it was 

possible to see both the remnants of development theory, and movements away from 

old categories and the utilisation of new concepts. 

What had characterised modernisation theory, and to a large extent official institutional 

aid policy right through to the 1970s was, very generally, poverty alleviation. The 

reasoning behind this lay clearly in the Cold War of the 1950s and 1960s where 

poverty was seen as primary agent for generating support for radical social change. If 

modernisation could significantly reduce poverty within a capitalist economy then 

support for ‘Communism’ (and of course by implication China and the Soviet Union) 

would be undermined. Yet, the debt crisis coupled with the OPEC price rises 

undermined the norms by which much economic policy was carried out. By 1980 the 

Keynesian consensus which pervaded market capitalism throughout the world of the 

1950s and 1960s, had disintegrated. The shift, particularly in the United States and 

Great Britain, away from the demand side of economy (employment, wages, income 

taxation, nationalisation, industry support and protection) and towards the supply-side 

(interest rates, privatisation, inflation, money-supply, taxes of consumption, export 

promotion) reflected qualitative changes in the orthodoxies of modern economics. 

Where support for domestic industries had been seen as paramount in providing the 

means to generate employment, such protection, in neo-liberal eyes, was now likely to 

produce inefficiency and corruption through a lack of competition. The state itself was 

seen as inevitably inefficient since it distorted prices, interest rates and the cost of 

labour, thus undermining competitiveness and productivity (Kiely 1998:63-4).  The 

national economy was no longer seen as paramount, rather the world economy, 

international comparative advantage and niche markets would be the arbiters of 

economic activity at state level. As such the export success of the East Asian NIEs 

gave rise to a new model of industrialisation based on export orientation. This model, 

as discussed earlier and exemplified by the work of Balassa (1981), highlighted South 

Korea and Taiwan as showcases of industrialisation and economic development where 

little state intervention occurred, macro-economics were ‘sound’ and prices reflected 

international levels of supply and demand. Conversely, neo-liberal analyses, such as 

A discussion of the events that occurred in the period after mid-1997 (‘The Asian Crisis’) 
occurs in Chapter 3 with particular reference to Thailand. For the moment, however, it is simply 
too soon to draw out the broader theoretical impacts of the crisis on development economics 
and politics. 
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the Berg report (World Bank 1981), examined states within Africa or Latin America and 

pointed to their continuing levels of state intervention as the primary cause for their 

inability to achieve economic ‘success’. This became the first-wave of neo-liberalism 

and was generally marked by the introduction of structural adjustment programmes 

(SAPs) which required the radical reorienting of many Third World economies through 

increasing “the role of exports in the economy and stimulat[ing] the private sector 

through the combination of wage and price stabilisation and austerity programmes” 

(Jilberto & Mommen 1996:6). 

However, three major problems befell the SAPs and subsequently the impact of this 

first-wave of neo-liberalism was undermined. Firstly, popular protest against the 

austerity measures of SAPs produced profound resistance.  Seddon and Walton 

(1994:39-43) note that in an 18 year period (1976-1992) close to 150 “austerity 

protests” occurred in 39 countries, often taking the form of food riots, violent 

demonstrations and general strikes. Second, the SAPs failed by any measure to 

reduce debts, and only succeeded in ensuring the continuance of debt repayments. 

For example, while close to 30 sub-Saharan African countries had SAPs in the 1970s 

and 1980s, their foreign debts almost tripled to US$226 billion between 1980 and 1995 

(Jilberto & Mommen 1996:7; World Bank 1997:247).  Third, beginning in the early 

1980s and extending through to the early 1990s, a new debate about East Asia 

emerged which cast the role of the state and its relationship to market economics in a 

favourable light. This was the work of the statists (also known as liberal modernisation 

theorists or institutionalists) such as Amsden (1989), Johnson (1982, 1987), Wade 

(1990) and White (1988). The orthodoxy that pervaded the institutions of the World 

Bank and the IMF in the early 1980s was challenged by these accounts, since they 

questioned the extent to which laissez-faire economics could in fact lead to economic 

growth, by demonstrating that in the NIEs of East Asia the state had played a far more 

significant role than previously credited. 

Statism or liberal modernisation was less of a break with the 1950s modernisation 

theorists than the conservative stream of thought. Whereas the conservative 

modernisation theorists and neo-liberals had drawn many anti-statist perspectives from 

the failures of ISI in Mexico and Brazil and sought to contrast that with the export-

oriented policies of the newly industrialising countries of East Asia, liberal 

modernisation theorists sought to revise the perceived role of the state in countries 
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such as Japan, South Korea and Taiwan. Chalmers Johnson (1982), coining the 

phrase ‘capitalist developmental state’, argued that the Japanese Ministry of 

International Trade and Industry (MITI), and more generally the Japanese state, was 

thoroughly instrumental in the development of Japanese capitalism in the post War 

period, taking strategic long-term decisions for the national economy and ensuring the 

continuation of accumulation possibilities. As Robert Brenner (1998:168) notes, in 

discussing the role of the Japanese state, 

At the start of the 1970s the government issued a ‘vision’ for reorienting the economy 
toward high value-added, high technology lines and away from labour-intensive and 
heavy industries. It…provided incentives to bias investment in that direction by granting 
low interest loans and tax breaks, by organising consortia of private companies to 
cooperate in carrying out research and development, and by offering a significant degree 
of protection for new industries…Throughout [the 1970s]…the government devoted a 
substantially higher proportion of state expenditure to investment than did that of any 
other advanced capitalist country. 

Robert Wade (1990), pointedly titling his major work Governing the Market, discussed 

South Korea and Taiwan and criticised free-market explanations of these countries’ 

success, demonstrating that both states had made significant interventions into the 

paths and sectors which were promoted under industrial policy in order to shield such 

sectors against market failures. Coordinated policies between the chaebol 

(conglomerates) and the South Korean state led to the large-scale development of 

manufacturing in machinery, transport and technology. Without the significant role of 

the state, especially through tax, finance and labour policies, Wade argued none of 

these developments would have been possible (Wade 1990:8-33). 

In fact, by the middle of the 1990s explaining the ‘rise’ of East Asia had possibly 

become the single most important debate facing development theory, for a whole 

series of shibboleths were at stake. By many accounts East Asia had been the 

‘downfall’ of dependency theory and it had resurrected modernisation theory, but in 

doing this it created a major disjuncture for those promoting capitalist development, as 

the role of the state was highly contested. This debate between the ‘statists’ and ‘free

marketeers’ showed little sign of easy resolution, though some came to believe the 

debate really centred around the quality of intervention (Islam 1994). 

The neo-liberal response to the statist approaches brought about a reconceptualisation 

of previous ideas associated with government. This in effect became ‘second-wave’ 

neo-liberalism which acknowledged the state as an actor that could play an important 

role in economic policy. The first major signal of this process was the World Bank 
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(1993) publication The East Asian Miracle: Economic Growth and Public Policy. 

While the report was still couched in much of the previous rhetoric of open markets and 

free enterprise capitalism, the Bank (1993:5) noted, “in one form or 

another…government[s] intervened—systematically and through multiple channels—to 

foster development, and in some cases the development of specific industries.” 

Moreover, these interventions were deemed successful and of major importance in 

explaining development in the NIEs.  The report sought to explain such interventions in 

terms that linked back to the broader themes of neo-liberalism through the use of 

concepts like ‘market-friendly intervention’ and ‘good governance’ (Kiely 1998).  For 

example, ‘market-friendly interventions’ meant prices were not distorted nor were 

markets replaced, but strengthened (Weiss & Hobson 1995:253) and ‘good 

governance’ meant efficient bureaucracies and minimal governmental corruption. The 

report itself was in fact an amalgam of first-wave neoliberalism and statist approaches 

to East Asia which attempted a compromise between the positions of the various 

elements of the debate (Wade 1996). However, by 1997 second-wave neo-liberalism 

had become even more conscious of the role of the state, giving it greater credence 

than ever before (World Bank 1997). This was indicative of the kind of problems that 

Karl Polyani (1957 [1944]:148-149) identified over half a century ago when noting the 

inevitable conflicts between a laissez-faire economic approach and the development of 

a self-regulating market: 

…if the needs of the self regulating market proved incompatible with the demands of 
laissez-faire, the economic liberal turned against laissez-faire and preferred—as any 
antiliberal would have done—the so-called collectivist [statist] methods of regulation and 
restriction. Trade union law as well as antitrust legislation sprang from this attitude. No 
more conclusive proof could be offered of the inevitability of antiliberal or “collectivist” 
methods under the conditions of modern industrial society than the fact that even 
economic liberals themselves regularly used such methods in decisively important fields 
of industrial organisation. 

Apart from the obvious failures of the more orthodox versions of neo-liberalism to 

‘explain’ East Asia, Berger and Beeson (1998:499) further attribute the World Bank’s 

recognition of the state as a reflection of the end of the Cold War: 

…the dominance of capitalism as the unchallenged—by rival systemic paradigms, at 
least—form of global economic organisation, profoundly altered the situation in which 
debates about economic development occurred. Given that it was no longer necessary to 
justify capitalist organisation in opposition to a rival economic system [ie state socialism], 
it was…inevitable that…alternative models of capitalism would be the subject of greater 
examination at the same time as it was possible in the post-Cold War era to give greater 
credit to the different type(s) of capitalism which had been so successful in East Asia. 

Analyses such as this made possible the next two major themes (revisionist and 

critical) in the debates over East Asia. 
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It was through the use of comparative economic history that a major flaw was revealed 

in much of the neo-liberal understanding of East Asia. In a short article in the US 

journal Foreign Affairs, Paul Krugman (1994), an economist at MIT, wrote a piece 

entitled, “The Myth of Asia’s Miracle.” Krugman contested the basis of the Asian 

‘miracle’, comparing the extraordinary rates of growth in East Asia with the similar rates 

of growth which had occurred in the Soviet Union and Eastern Europe in the 1950s. 

Rather than suggesting a new ‘Asian way’ of capitalism, Krugman argued that much of 

East Asia’s growth was based on the mobilisation of resources (inputs) rather than 

gains in efficiency (outputs). In this way growth was built on massive expansions of 

work force participation, increased levels of education among the population and 

increased investments in capital goods (infrastructure, factories etc). However, such 

gains once made, could no longer be repeated, and for continued economic growth the 

emphasis had to lie in efficiency gains which most generally come from technological 

improvements. As such, Krugman predicted it was highly unlikely that the spectacular 

rates of growth could continue indefinitely since there was very little evidence efficiency 

gains were being made through any of the East Asian NIEs (Krugman 1994). 

Despite Krugman’s revisionist views, such an interpretation still confirmed one aspect 

of the East Asia debate: in the ‘official’ circles of development, the debate largely 

followed contours defined by mainstream economists. By and large the debate which 

had occurred between the statists and the neo-liberals (including a semi-Keynesian 

revisionist such as Krugman) was ultimately an argument between elite technocrats 

attempting to explain the role of governments and policy. Despite an examination on 

the role of ‘history’, history was in fact little more than a comparison of different policy 

approaches of elite technocrats over time. In most cases the debate was around what 

kinds of policies would allow particular states to develop or would explain such 

processes of development. The role of the Cold War and the favourable regional 

environment created for capitalist development by US aid and trade and economic 

policy simply remained unexamined (Cummings 1987). Moreover, all discounted 

outright the possibility of alternatives to capitalism. The future lay in comparative 

advantage and international trade, that much was given—how this process unfolded 

was, in effect, what the debate so far encompassed. In these debates ‘development’ 

was seen as a relatively linear process with simple economic parameters (growth, 

exports, efficiency), and while the political aspects of authoritarianism in East Asia were 

certainly a highly contested issue, such debates still largely occurred within the rubric 
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of an unfolding ‘liberalism’, where policies of open economic growth and development 

were generally perceived to inculcate representative democracy (for example, see 

Laothomatas 1997). The intervention of a number of critical accounts of East Asia’s 

‘miracle’, while certainly marginal to the institutional bodies of development (such as 

the IMF and the World Bank), provided a useful foil to much of the triumphalism 

associated with East Asia, but more importantly introduced many neglected aspects to 

the debate: the human ramifications of such rapid industrialisation and their 

concomitant impacts on inequality, ecology and social justice. 

While the elites of North America, Europe and East Asia were fascinated with the ‘big 

picture’ there were some consequences that could not be ignored. Three very 

important phenomena undermined the notions of East Asian success even prior to 

1997: pollution and ecological transformation, increasing inequality and growing labour 

militancy. Each of these was largely ignored within much of the official debate and it 

was left to non-governmental groups, marginal UN agencies, unions and concerned 

researchers to highlight these issues. For example, Bello and Rosenfeld (1992) and 

Wang (1998:121-127) were able to identify vast areas of ecological damage in South 

Korea and Taiwan due to chemical pollution, toxicity and land clearance during the 

expansion of industrial zones; Forsyth (1998) examined the consequences of industrial 

poisoning in Thailand; Hirsch (1993) extensively detailed the consequences of 

widespread environmental transformation in Thailand and Leigh (1998) the impact of 

logging in Malaysia. Further, on South Korea, Chow (1997) studied the increasing 

levels of inequality, industrial disputes and labour militancy and Choi (1989) illustrated 

the levels of super-exploitation of Korean workers during the industrialisation drives of 

the 1960s and 1970s. Rigg (1997) examined the maldistribution of benefits of massive 

growth and regional transformation in South-East Asia, and Rodan (1997) studied the 

stratification of society in Singapore. This brief identification of some of the literature of 

the ‘underside’ of the East Asian miracle demonstrates the social and ecological 

aspects of East Asian industrialisation from a critical perspective. However, the 

literature is certainly divided between those approaches which see these problems as 

endemic to present social and economic arrangements, and those which view such 

impacts as relatively temporary and subsequently manageable. For the moment, it is 

enough to note the divide and the failure of the statist and neo-liberal approaches to 

adequately assess these impacts (though this is not to argue that the statists and neo

liberals have not sought policies to ‘manage’ these impacts—these points will be 
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further analysed below).  But the question remains: having examined both the neo

classical and statist models of development in the period after the ‘end’ of national 

developmentalism, and given the limitations of these approaches as discussed above, 

are other approaches to development possible? In this context, and in many cases as 

a response to the kind of ecological and social issues identified above, a critique of 

‘development’ emerged which sought to challenge the whole project and norms of 

development. This became known as post-development theory. 

Post-development and Beyond 

During the 1970s a series of changes both within social movements and social theory 

began to undermine the extent to which Marxism predominated radical critiques and 

the mechanisms for explaining radical social change. Of course, the debates between 

anarchists and Marxists had raged since the end of the Nineteenth Century, but given 

the failure of anarchism go beyond peripheral involvement in the movements for radical 

social change of the Twentieth Century (with the exception of the Spanish Republic in 

the 1930s), to all intents and purposes Marxist-inspired approaches prevailed. 

Coupled with this was the ‘legitimacy’ which the Soviet Union and China provided 

‘official’ Marxism (in reality Stalinism), through their material support for national 

liberation movements and their continuing existence as state-socialist systems. Yet, 

China’s move to state capitalism in 1978 and the Soviet Union’s stagnation and 

eventual decline were indicative of the failure of ‘actually existing socialism’ to 

adequately compete with market capitalism on a global scale (Dirlik 1994).  While neo

liberals undermined notions of national developmentalism in the 1970s, other social 

forces sought to transform notions of development through a root-and-branch critique 

which saw neo-liberalism, statism and Marxism represented as versions of the same 

ideology: Development. To understand the emergence of the post-development 

critique it is necessary to identify an emerging social theory of major influence—post-

structuralism—and two important social forces—environmentalism and ‘second-wave’ 

feminism.6 

First-wave feminism describes those movements associated with the Suffragette struggles for 
democratic rights for women in the late 19th and early 20th Centuries. Second-wave feminism 
generally refers to the period of the 1960s and beyond and is associated with struggles around 
issues of sexuality, reproductive rights, structures of family and wage equality (Sassoon 
1996:407). 
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During the 1970s, post-structuralist critiques challenged Marxism and liberalism as 

having tendencies which were perceived as universalising or totalising.  Such 

tendencies, it was argued, sought to explain social phenomena within single concepts 

such as individual economic liberty and rationality (liberalism) or class relations 

(Marxism). In many cases, such critiques located liberalism and Marxism as ideologies 

of the Enlightenment, which saw human activity and rationality as central to an 

understanding of human existence. Drawing on European philosophers such as 

Friedrich Nietzsche and Martin Heidigger, notions of modernity and progress were 

rejected as indicative of similar totalising tendencies; rather, the contingencies and 

disjunctures of history and thought were the focus for explanations of the mechanisms 

by which social orders were created (Callinicos 1999). 

Extremely important in this regard was the work of Michel Foucault who analysed 

discourses of punishment, madness and sexuality, inter alia, in an attempt to show the 

means by which norms and legitimacies were cemented through the creation of 

knowledge (Foucault 1972, 1973, 1977, 1979).  For example, through a study of 

prisons and confinement, Foucault (1977) sought to demonstrate that the invention of 

prison was neither an enlightened form of justice, nor a deplorable degeneration, but 

rather a restructuring of power relations which reflected transformations in the social 

production of normative behaviour. In applying similar concepts of discourse to the 

Third World, an initial attempt was made by Edward Said (1991 [1978]) to explain the 

mechanisms by which the East (the Orient) was inevitably placed within positions of 

inferiority vis á vis the West, with reference to Eastern knowledges and societies.  Said, 

like Franz Fanon (1967, 1991) examined the consequences of colonialism and 

imperialism (eg alienation and the creation of racial identities) from a pedagogical and 

intellectual standpoint, but sought to distance an explanation of such consequences as 

explicitly caused by the economic and territorial forms of colonisation.  Said (1991:1-

28), following Foucault, preferred to emphasise relations of power where Western 

writers held a “flexible positional authority” through a “structure of cultural domination” 

which was “productive [ie creative], not unilaterally inhibiting.”  Said’s contribution was 

especially important in that his work was perhaps the first anti-colonial position which 

did not derive from Marxism (Ahmad 1996), signaling an important break which Arturo 

Escobar (1984, 1992, 1995) would soon follow. 
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Escobar (1984:377) sought to deploy Foucault’s insights of discourse analysis to the 

project of ‘Development’ through an examination of, 

the extension to the Third World of Western disciplinary and normalising mechanisms in a 
variety of fields; and the production of discourses by Western countries about the Third 
World as a means of effecting domination over it. 

Escobar viewed discourses of Development as producing a series of truths and falsities 

which regulate and manage the possibilities for Third World countries. This process 

was exemplified by the professionalisation of development through the creation of 

experts, whose knowledge positions gave Development ‘practitioners’ the authority, “to 

establish the nature of Third World countries, to classify their problems and formulate 

policies, to pass judgement on them and visualise their future…” (Escobar 1984:387). 

Institutions such as the IMF and the World Bank became key sites at which discourses 

of Development were deployed through networks of power. Moreover, while Escobar 

recognised the exploitative dynamics of contemporary capitalism, the production of 

Development discourses could not simply be reduced to an ideological result of 

capitalist accumulation. Rather, discourses of Development had to be seen as 

operating alongside processes of accumulation, but accumulation in itself could not 

explain the forms of Development discourse (Escobar 1984:389).  In opposition to 

Development discourses, Escobar posited projects of resistance which questioned the 

authority of Development projects through an enunciation of pluralistic, democratic and 

locality-based projects drawing on indigenous knowledges (Escobar 1995:222-226). 

Similar approaches by Wolfgang Sachs (1992a, 1992b), Gustavo Esteva and Madhu 

Prakash (1998) and Claude Alvares (1994) were indicative of critiques that viewed 

Development as an ideological and discursive formation which ultimately undermined 

local knowledges and practices.  Development theories were “totalising” and “imperial” 

in nature, which sought to “colonise and subsume…the diversity of discourses and 

cosmologies to be found in different societies” (Tucker 1999:11). These authors 

rejected the socialist alternatives of Marxism and the capitalist rationalities of liberalism 

in favour of the embedded social and cultural specificities of their localities.  Perhaps 

the most important writer within this stream of thought was Vandana Shiva (1991), who 

sought to provide empirical evidence for these types of claims. In The Violence of the 

Green Revolution Shiva (1991) argued that prior to colonisation Indian food 

production had in fact been higher and that development processes (specifically the 

intensification of agriculture through increased yields during the Green Revolution) had 

caused dispossession of lands, ecological damage and reduced food yields. Such 
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approaches also cast light on the environmental and gendered consequences of 

development, particularly as the social movements of environmentalism and feminism 

gained increasing attention. 

The environmental movement as it grew in Western Europe and North America, tended 

to concentrate around issues such as nuclear energy and the impact of industrialisation 

on the quality of life (eg pollution). In the Third World such environmentalism was 

generally the domain of elites, or at best the narrow strata that constituted a middle 

class. However, a different form of environmentalism, one that was concerned with the 

mechanisms by which resources were distributed, allocated and utilised gained 

importance (Hirsch 1998). From this perspective the conversion of common resources 

for exploitation for private activities or national development (eg dam projects or forest 

clearance for agricultural lands) became a contested arena. Projects of national 

development were cast in a light which demonstrated the extent to which uniform 

benefits did not flow from such projects. Such insights, when coupled with the 

theoretical perspectives derived from Escobar and others, led to a belief in the ability of 

local and indigenous groups to more successfully manage their resources without the 

intervention of Development. 

In a similar manner second-wave feminism was able to combine with such insights to 

expand the critique of Development. ‘Second-wave’ feminism was (and is) an 

extremely diverse movement which broadly encompassed many approaches. For the 

purposes of brevity, however, in general terms there were three important strands 

which emerged from the 1960s onwards: liberal, socialist and radical. Liberal feminism 

remained committed to the struggle for democratic rights and tended to pursue 

legalistic avenues to provide better access for women to social services and 

representation within important social institutions (courts, government etc). For those 

concerned with the Third World, this approach often ran into a great deal of difficulty 

because many of its goals were prefaced upon a dependence for the institutions of 

West European and North American social systems. Moreover, as Third World women 

became involved in struggles of national liberation, approaches which emphasised 

incrementalism and gradualism tended to have little appeal. Socialist feminism, on the 

other hand, tended to take relations of class and women’s labour roles as primary 

indicators for women’s inequality. This approach, obviously influenced by Marxism, 

had greater appeal in the Third World since it could be linked to struggles for national 
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liberation. Socialist feminists could point to Cuba as an example where socialism had 

brought about significant changes to women’s lived conditions. Radical feminism, in 

contrast, tended to locate women’s inequality within the realm of patriarchy and power 

relations where the inherence of male privilege gained control. Radical feminists 

pointed to the Soviet Union as demonstrative of the fact that the boundaries of 

patriarchy were not limited to particular economic systems. This concentration on 

power relations allowed radical feminism to find greater affinity with Foucauldian 

approaches and subsequently with the ideas developed by Escobar and others. 

For most post-colonial states in the 1970s, national liberation generally failed to 

emancipate women, often reinforcing gender inequality as men benefited from the 

initial indigenisation of the public sector that immediately followed independence (Afary 

1997; Kitching 1980).  In this regard, one response was ‘Women In Development’ 

(WID) policies which sought to integrate concerns of gender inequality into aid projects. 

However, WID evolved as an institutional response to liberal feminism, and in many 

cases reaffirmed the norms of development policy through incorporation and capture of 

gender issues (“making women visible”), rather than as a result of the transformation of 

development institutions (McMichael 1996a:227-228).  Furthermore, where WID 

policies recognised these problems, the response was often an attempt to expand 

women’s participation in waged labour, assuming that the rationality of economic 

theory was no different for either gender. However, this ignored the fact that male 

economic ‘rationality’ was prefaced upon the provision of ‘female’ duties in the 

domestic sphere, such as child rearing, food preparation etc (Kabeer 1994:29).  For 

those perspectives which discounted WID, different approaches were necessary. 

Ecofeminism grew as a significant alternative, which saw, “the devastation of the earth 

and her beings by the corporate warriors, and the threat of nuclear annihilation by the 

military warriors, as feminist concerns” (Mies & Shiva 1993:14).  By seeking to alter the 

rationalities of development, ecofeminists argue that women’s knowledge and 

organisational abilities can manage important concerns such as resource use, 

community governance and education through the maintenance of diversity, as against 

Development and patriarchy’s unswerving desire for homogeneity and uniformity 

(Shiva 1993). 

These three aspects are significant elements in what is commonly referred to as post-

development. However, while post-development theorists have raised many important 
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concerns, there are also major problems associated with the approach. In some ways 

these parallel the problems associated with dependency theory, but can briefly be 

understood as problems of an ahistorical approach, overgeneralisation and tendencies 

towards romanticism and relativism. 

While post-development theory has criticised Development as universalising the 

benefits of Western knowledges and practices, post-development falls into similar 

universalising practices in its conceptions of the non-Western. Where post-

development thought viewed the West (or First World) as homogenous, unifying and 

patriarchal, this approach also represents the Third World as unproblematically 

pluralistic and diverse. Where the First World is seen as wealthy and exploitative, the 

Third World is viewed as materially poor and communitarian.  In accusing the First 

World of universalising tendencies, post-development theorists have posited a Third 

World which rests just as concretely on universalisms, albeit differently defined.  In 

seeking to undermine the binary divisions of Development (ie Developed versus 

Underdeveloped) post-development has introduced its own binary divisions (ie 

Western/First World versus non-Western/Third World). Further, those theorists 

drawing explicitly on post-structural theory through a concentration on discourses and 

the production of truths, end up in a position that requires ever-lasting deconstruction— 

no truths can be legitimate as all must reflect power relations. Post-structural theory 

provides no point at which a certain arrangement of power relations (let alone material 

conditions) could be considered just and emancipatory since ‘justice’ and 

‘emancipation’ are themselves totalising categories which must be deconstructed 

(Goss 1996).  In its most chauvinist forms post-development rejects notions of poverty 

as impositions of Western norms—where the consequences of dispossession, 

unemployment or militarism, for example, are to be located and explained is left 

unanswered. 

Where post-development theory rejects capitalism, the desired response is not a shift 

to socialism, but rather a return to local practices and economies of trade and 

exchange, making the critique anti-modernist. Yet, this approach uncritically accepts a 

glorified view of the past where European colonialism and imperialism are viewed as 

the only mechanisms to create exploitation in the Third World. Post-development 

theorists have been extremely successful in identifying the consequences of 

development (ecological damage, loss of human life, pollution) but the ability to identify, 
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in a nuanced way, the causes of these problems has generally been poor. For 

example, post-development theorists discount the possibility that problems of 

development might be the result of an absence of capitalism (Corbridge 1998). 

Further, the kinds of conflicts generated between classes within nation-states tend to 

be papered over in favour of broadsides against the West or the First World. In this 

manner post-development resembles dependency theory. The success in identifying a 

new range of concerns (viz gender and environment) allows post-development to make 

useful contributions to a critical response for development theory. However, such a 

response must take account of the (highly contested) phenomenon of sustainable 

development. 

The Poverty of Sustainable Development 

Sustainable development as policy grew out of a liberal institutional response to the 

debt-crisis, environmental degradation and neo-liberalism as a way forward for 

developing countries. However, the limitations of sustainable development are 

profound. While the roots of sustainable development are diverse and have been 

explored elsewhere (eg Grasby 1999; Redclift 1987:15-36) the clearest and most 

quoted expression of the concept was enunciated by the UN World Commission on 

Environment and Development (WCED) in Our Common Future (WCED 1987), 

otherwise known as the Brundtland Report.  In brief, the report contended that poverty 

was the primary cause of environmental problems and that the solution would be a new 

era of growth which could be managed to alleviate poverty through the use of 

appropriate technologies and a liberalised world trading regime. Sustainable 

development would underwrite this process, defined, in the now (in)famous words, as 

“development that meets the needs of the present without compromising the ability of 

future generations to meet their own needs” (WCED 1987:43). However, such a 

definition was open to quite contradictory possibilities. For example, as Richard 

Norgaard (1994:17) notes, this definition, “leaves open the possibility that the present 

generation could live beyond its needs so long as future generations’ needs are met.” 

But definitional debates aside, what marks sustainable development, in contemporary 

parlance, is its ability to meet the ‘needs’ of almost any position within development 

debates. The speed with which the concept was adopted into such widely divergent 

groups such as official development bodies, non-governmental organisations and state 

bureaucracies attested to its plasticine-like malleability.  In many instances, policies 

could be ‘judged’ as appropriate as long as sustainable development was incorporated 
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at some point. McManus (1996:57) has identified nine different streams of thought, 

from the conservative free-market right to eco-centric anarchism, which make use of 

the concept. Others have noted the apparatus of definitional possibility inevitably 

excludes the political and ecological diversity of the developing world (Pinstrup-

Andersen 1997). Perhaps, most importantly, the limits of sustainable development as 

a concept can be seen when it is understood that its primary purpose is policy-driven 

and organisational, rather than explanatory. In itself, no matter what the political 

circumstances of those deploying the concept, sustainable development is an end-

state or hypothetical position to be arrived at, but certainly not a tool for drawing out 

explanations of sociological and historical phenomena. For example, understanding 

why inequality exists is different from attempting to end or alleviate inequality— 

sustainable development might be appropriate in the latter, but cannot comment on the 

former. For the purposes of development theory, that is the process of explaining 

development, sustainable development occludes rather than offers insight. For the 

purposes of this chapter, and the remainder of the thesis, the concept is not used 

because it cannot provide mechanisms for explaining the historical specificity of 

particular economies and states. Rather, the chapter concludes with an examination of 

recent critical interpretations of globalisation as means of producing an explanation of 

development at the end of the Twentieth Century. 

Globalisation and the State 

The extent to which neo-liberalism wrought profound change within national economies 

has been discussed above, but another important aspect to the rise of neo-liberalism 

was the associated growth of a number of social forces and institutions whose location 

and operational abilities cannot be located in particular nation-states or seen as simply 

synonymous with the activities of governments. Examples of such phenomena are 

transnational corporations (TNCs), supra-state bodies like the World Trade 

Organisation, regional trading blocs, such as the European Union (EU) or the North 

American Free Trade Area (NAFTA), and social movements in the form of non

governmental organisations (NGOs), for example Greenpeace.  Each of these has 

been characterised as a constituent element of globalisation. However, there has been 

little agreement over the specific significance, form or manifestations of globalisation. 

A number of researchers have expressed skepticism as to the extent of decline in the 

actual regulatory power of the nation-state (eg Amsden 2000; Hirst & Thomson 1996; 

Weiss 1998). Conversely, others have argued that globalisation is a harbinger of a 
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more intensely integrated world economy where national sovereignty will be of 

decreasing importance (eg Camilleri & Falk 1992, Hardt & Negri 2000).  Others, albeit 

management consultants, went so far as to suggest such a moment had arrived at the 

end of the 1980s, with the emergence of transnational societies and economies (Omae 

1990). 

The first concern of the debates over globalisation is determining what in fact is specific 

about the present period. For example, a common measure often cited of increasing 

globalisation is the relationship between the value of international trade and total world 

output. It would be expected than in a ‘globalising’ world the value of international 

trade would increase as a proportion of total world output. Thus, between 1958 and 

1993 the value of international trade as a proportion of total world output increased 

from 24.7 percent to 31.8 percent. That is, an increasing level of world output was 

expressed in the form of trade. However, during the Twentieth Century, the point at 

which trade constituted the highest level of world output was actually in 1913 (33 

percent). Therefore, measures of world trade activity tend to be inconclusive as to the 

unique nature of contemporary globalisation, especially as the example above, 

indicates the present world as less ‘globalised’ than the world at the height of 

colonialism. 

Another frequent theme concerning phenomena associated with globalisation is the 

decline or ‘retreat’ of the state (Strange 1996). For example, the general trend of state 

reductions in welfare spending or public services due to the (supposed) constraints of 

world markets has lead to widespread ‘fiscal conservatism’. Yet, this misreads the 

economic conditions under which state activity has occurred in the last twenty years of 

the Twentieth Century. While it is clear that states have increasingly reduced social 

security spending and other measures aimed at the downward redistribution of wealth, 

state expenditure has in fact increased in the countries of the first world, especially on 

the military and defence related technologies.  Moreover, while state revenues have 

not decreased, sources of state revenues increasingly shifted from direct taxation to 

indirect taxation, with individuals rather than corporations contributing larger shares to 

national incomes. Furthermore, the dramatic expansion of government debt in the 

1980s was associated with, “an increase in state support to the corporate sector via 

deferred taxes and various forms of grants and loans” (Teeple 1995:94-97).  Between 

1980 and 1995 (that is, the period most closely associated with the ascendancy of neo
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liberalism as the dominant economic ideology within the capitalist world) the OECD 

nations average of state spending as a percentage of GDP actually increased from 

29.5 to 34.8 percent (Goss & Pacheco 1999:525).  This represented a restructuring of 

the fiscal policies of first world countries, but the quantitative economic contribution of 

states in the first world did not decline. However, there was a significant decline in the 

economic contribution of states within the Third World, although this was not a uniform 

decline. While in Central America, where state spending as a percentage of GDP fell 

from 19.2 to 17.6 percent between 1980 and 1995, such declines were the reflection of 

overall economic stagnation and austerity measures. In Southeast Asia, where state 

spending as a percentage of GDP fell from 14.2 to 12.6 percent between 1980 and 

1995, the decline was a reflection of the inability (or lack of desire) of governments to 

match spending increases with the levels of expansion occurring in their ‘miracle’ 

economies (Goss & Pacheco 1999:525).  Thus, on measures of trade or state 

spending it is difficult to sustain the concept of globalisation as a new phenomenon or 

one that is universally reflective of the declining economic significance of all nation-

states. 

Yet, conceptualising globalisation as a ‘phenomenon’ would be misleading because it 

excludes a range of political, financial and social currents which do constitute new 

orders within and beyond the state system (Harvey 1999:xiii-xxviii; Radice 1999).  As 

McMichael (1997:645) argues, "rather than conceive of globalisation phenomenally, as 

a trend, it is more usefully conceived as a contradictory historical project—a 

mechanism of political and economic restructuring." Further, in viewing globalisation 

as a process of deregulation and decline in state sovereignty, newly emerging forms of 

regulation and territorialisation are overlooked; for example, the mechanisms by which 

new politico-economic regimes construct a global marketplace. Thus, the 

contemporary era witnesses shifting, rather than declining, notions of territoriality (eg 

from states to institutions with multilateral sovereignty such as the WTO) and regulation 

(eg from national tariffs to global trade sanctions). 

With this approach we can view reorientations in state spending, the rise of neo-liberal 

economic ideology and the decline of Third World developmentalism as part of an 

historical rearrangement of the balance of forces concerning the distributional 

mechanisms of surplus at a global level. Specifically, this is represented through the 

historic decline in labour’s market power and a reassertion of control over labour, the 
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dramatic growth of private financial capital and investment, transformations in the role 

and orientation of public sector activities within nation-states and greater levels of inter

firm competition at a global level (Radice 1999). 

Thus, globalisation can be viewed as part of a specific politico-economic project, rather 

than as an trend which is quantitatively defined in terms of its extent (McMichael 

1996a, 1996b). Such an interpretation is of significant value since it treats the social, 

political and economic aspects of globalisation as open, rather than inevitable. This 

leads to a recognition that the interplay of social forces at global, regional, national and 

local levels all facilitate and mediate specific outcomes dependent on previous 

historical and politico-economic (class) relationships. Further, rather than seeing the 

state in simply instrumental terms, that is, as serving the function of a specific class of 

the population, namely the bourgeoisie, the contradictory nature of state activities can 

be examined, especially when different classes, such as workers or peasants, are able 

to shape or influence states in their own (class) interests. For example, to explain the 

construction of welfare capitalist states in post-war Western Europe as being the form 

most efficient and conducive for the maintenance of capitalism (ie the bourgeoisie’s 

primary interest) is both reductionist and simplistic.  Rather the welfare state 

represented competing class interests, in particular one where labour wielded greater 

strength than capital following the defeat of fascism. Thus (contradictory) state forms 

were constructed which reflected a greater role for labour and the distribution of wealth 

in comparison with state structures prior to World War Two (Amin 1997:94). 

Such an example allows us to view states and the development process as both 

historically specific and, at certain times, transcending states—different classes 

‘producing’ history given their relative strengths at local, national and international 

levels. In this way an analysis which incorporates the historical embeddedness of 

states within particular politico-economic regional orders and the role and agency of 

classes can offer much insight to an approach examining development and 

globalisation. In this regard Mitchell Bernard’s (1996, 1999) dependent capitalist 

development framework is useful. Drawing out the interactions between local and 

national social formations in conjunction with world historical events and processes (the 

Cold War, the impact of foreign capital, globalisation) Bernard (1999:182) argues, 

[d]ependent capitalist development transpires inside actual social formations. 
Irrespective of the extent of transnational pressure and control, each social formation 
contains a nationally specific configuration of class forces and form of state. They 
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emerge from the local nature of class struggles and the way the internal balance of social 
forces shapes the production, appropriation and distribution of surplus in relation to the 
local ecological base. What makes this form of capitalism ‘dependent’ is not the 
structural dependence of a ‘peripheral’ state on a ‘core’ state, but the way that state elites 
and the dominant classes or class fractions within states maintain and reproduce their 
own social control through specific relationships with agents of transnational capital or 
with state elites in advanced capitalist countries.  Local elites are dependent on flows of 
money, technology, military assistance and legitimating ideologies from advanced 
capitalist countries, but at the same time they possess an autonomous local base of 
political and social power, including their power to regulate the exploitation of workers or 
peasants and the appropriation of local ecological assets to maintain levels of profit as 
well as levels of consumption, both in the advanced capitalist world and among local 
urban-based elites. 

In summary, the intention is to locate the specific social formations of a nation-state 

(strategic balance and composition of classes, structures of production, manifestations 

of state activities) in the context of an international capitalist economy, world market 

and history, while privileging neither current. Rather, both currents are viewed as 

intimately linked and in processes of continual restructuring. 

Conclusion 

Development theory has moved through many manifestations in the last half of the 

twentieth century. But what has been of outstanding significance has been the rise of 

neo-liberalism as the dominant ideology of states and institutions throughout the world. 

While the form and extent of neo-liberalism’s applications have differed between 

countries (there still remain differences between social democrats and Tories, albeit 

minor), Keynesian notions of public sector intervention have been consigned for the 

moment to the margins—notwithstanding financial crises on Wall Street and the US 

military-industrial complex. In the developing world, the final 25 years of the Twentieth 

Century signalled the end of the Third World as it was politically constituted in the 

periods of decolonisation and national liberation.  The gap between the expectations of 

development theory in its official forms and the reality of the world became ever more 

stark. The possibility of alternatives to capitalism was made to seem even more 

unlikely than a return to Keynesianism. 

However, in spite of these dramatic changes the state remained important, but it 

became obvious that there were differing degrees to which states could respond to the 

world economy, depending on their place and location and the form of their 

relationships with other states. Moreover, states remained extremely important in 

stimulating economic activity, but within specific contexts and dependent on a complex 

range of conditions and balance of social forces. This chapter has sought to show that 
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states should retain specific attention in any analysis of development, but that analysis 

must be coupled with an acknowledgment of increasingly powerful social forces, such 

as TNCs and national elites (and the decline in power of social forces such as labour), 

which mediate local, national, regional and global integration. Studying the relations of 

production, with these insights in mind, becomes one manner in which development 

can be tracked in the contemporary era. 
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Contextualising the Political Economy of 
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Chapter 2 

Perspectives on History, Social Change and Agricultural 
Development in Thailand 

[People] make their own history, but not of their own free will; not under circumstances they 
themselves have chosen but under the given and inherited circumstances with which they are 
directly confronted. The tradition of the dead generations weighs like a nightmare on the mind 

of the living. 
Karl Marx (1992[1852]:146) The Eighteenth Brumaire of Louis Bonaparte 

Introduction 

In understanding the forces at work during the previous century of historical change in 

Thailand, it is vitally important to address a number of broad and diverse issues. Not 

least of these is the framework of analysis that leads to such understanding (table A in 

the appendix presents a brief time line of significant events in Thailand over the last 

two centuries). In other words, ‘history’ itself becomes a contested topic and frames 

the way in which further deliberations of social change are conceived and written. This 

chapter will examine conceptions of history that underlie previous attempts to explain 

Thai society as well as offer a more critical apparatus in which to conceptualise the 

current economic and social formations within the agricultural sector of Thailand. The 

chapter seeks a historiographical account of Thai society and agricultural development 

as a context for the subsequent chapter on the political economy of agricultural 

restructuring in Thailand. 

Because this chapter surveys such a broad range of historiographical issues, the 

perspective undertaken is compelled to be both reflexive and critical. In positioning 

itself beyond implicit affirmations of progressive or regressive linear movements in Thai 

agriculture and capitalism on the one hand, or a deterministic, and equally linear, 

economically based mode of inquiry on the other, this chapter will investigate the 

ideological approaches to change within Thailand over the last century. The chapter 

provides a context in which current understanding about capitalist agriculture can be 

located. Further, by arguing that debates about agricultural development, history and 

social change represent particular political interests, this chapter seeks to question the 

legitimacy of dominant interpretations. 

47 



Chapter 2 Perspectives on History 

By demonstrating the forces which shaped the writing of the history of social formations 

and agricultural development in Thailand, the representations of change in historical 

texts and dominant ideologies can be interrogated. In this way current processes of 

capitalist transformation within the agricultural sector of Thailand can be located within 

a critical historical and ideological perspective. In asking questions about the forms of 

historical inquiry that currently exist, this chapter produces an understanding of the 

historical and continuing mechanisms of agricultural change in Thailand in a manner 

that is aware of contested ideological positions and the impact of social change. 

To facilitate the examination of ‘history’ as outlined above, this chapter will begin by 

providing descriptions of the major ‘schools’ that characterise accounts of Thailand and 

the location of agriculture within those accounts.1  This will in many senses be general 

and far from exhaustive—it relies mainly on texts written in English and a few that are 

the result of translation. However, it will delineate a fairly significant number of 

differences in the approaches to Thai history and their subsequent understandings of 

social change. These ‘schools’ will be grouped in the following format; nationalist (or 

loyalist) histories, liberal (or modernisation) histories and dependency (or neo-Marxist) 

histories. These schools are important since for various periods of the Twentieth 

Century, they have served to frame the key discourses deployed by aid institutions, 

political elites, revolutionaries, royalty and scholars.  The analysis of each school will 

seek to locate their historical projects within a framework of institutional and social 

relationships and the specific historical developments in which these approaches were 

grounded. Primarily, the analysis will be concerned with the ways in which each school 

conceptualises social change and history and how the development of Thai capitalism 

and agriculture is located within these accounts. The final section of the chapter 

(State, Class and Dependent Capitalist Development) draws together the critical 

assessments of the previous schools as discussed and provides a basic historical 

framework in which to situate Thailand’s rapid expansion and contraction during the 

latter half of the Twentieth Century. This framework will be used as the analytical tool 

for the subsequent chapter on the political economy of Thai agriculture. Finally, it is not 

the intention of the chapter to simply argue about the ‘correctness’ or otherwise of a 

particular interpretation, but rather to seek out the limits of various interpretations, and 

 This identification of schools within Thai history is derived, in simplified form, from Winichakul 
(1995). 
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by testing them, formulate a reconstructed analysis of social change in Thailand which 

avoids deterministic and non-reflexive approaches.2 

Nationalist (Loyalist) ‘Histories’ 

The first and predominant school of Thai history in general terms would be those 

histories that are classified as nationalist or loyalist histories.3  The historians within this 

school are mainly Thai, although there are a number of non-Thai authors whose work 

implicitly fits within the nationalist framework.4  While this school of history still exists 

within academic circles it has for the most part been rejected by contemporary 

‘professional’ historians and finds much greater resonance in popular histories of 

Thailand for mass consumption. For example, most Thai newspapers reflect the 

nationalist vision of Thai history, though to varying degrees, and as such are 

representative of ‘traditional’ approaches to social formation. 

What characterises nationalist histories of Thailand is the notion of the Thai nation as 

having a unique position within the colonial and social circumstances of Southeast Asia 

(Winichakul 1994).  Generally, this revolves around the fact of Thailand being the only 

country in Southeast Asia not to be colonised.  There follows an emphasis on the Thai 

(or then-Siamese) state in successfully maintaining its independence from the imperial 

desires of France, Britain and, to a lesser extent, Germany. King Chulalongkorn 

(Rama V—1868-1910) in particular, is credited with this feat through the skilful 

management of various colonial interests. Additionally, Chulalongkorn is seen as 

successfully launching Thailand’s modernisation by introducing a working bureaucracy, 

enacting a national system of education, centralising Buddhism as the state religion, 

campaigning on public health issues (eg smallpox), ending the sakdina (corvee, or 

indentured, labour system) and opening the economy for foreign trade to allow its 

transformation (Rajchagool 1994:158; Winichakul 1994:3-4).  Thus, Chulalongkorn’s 

2 A non-reflexive approach to descriptions of social change might generally be termed empiricist 
or positivist. That is, an approach which accepts knowledge and interpretation as values, per 
se, separate from the social forms which surround them. 

3 It is worth noting that nationalist and loyalist histories are not simply synonymous. During the 
1920s and early 1930s, at the time of the end of the absolute monarchy, loyalist and nationalist 
visions were in conflict as to the role of the monarch. Yet, by the present time, and with the 
resolution of the monarchic ‘problem’, it is in many cases convenient to group these two bodies 
together. 

4 See in particular the essays “Interpreting the History of the Fifth Reign” and “King 
Chulalongkorn the Great: Founder of Modern Thailand” by David Wyatt (1994). 
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position within history, according to nationalist historians, was as the first Thai 

(Siamese) nationalist, the father of the modern nation and the person who ensured that 

Thailand’s status as an independent state would continue. In this way, loyalist histories 

pay homage to Chulalongkorn’s efforts of nation-building that are deemed not only 

successful, but of unique significance in the history of colonialism (see, for example 

Wyatt 1984:181-222). 

These histories are, however, not confined to the life of King Chulalongkorn.  They 

inevitably discuss various nobles within the Thai royal family (both past and present) 

and the lineage of the Thai state itself. In this process the Thai nation is 

unproblematically seen as being the direct descendant of a number of kingdoms 

stretching back seven centuries, or in more nationalist forms it is seen as having 

existed for seven centuries (Winichakul 1995:107-108).  Daniel Wit’s Thailand: 

Another Vietnam?, although much more explicitly a work of the modernisation period, 

displays these nationalist visions of Thai history with the statement that, 

Thailand is no subservient ‘lackey’ of any foreign power and, unlike many of the much 
more artificial countries of the contemporary non-Western world, there is a historic Thai 
way-of-life which has been developing continuously for almost a thousand recorded years 
(Wit 1968:vii). 

Other analyses see the racial identity of the ‘Tai’ people as static and the concentration 

tends to focus on the royal court (the ‘big men’ of history). The role of nationalist 

history therefore acts within specific contexts. It is perhaps most important to note that 

the emergence of nationalist histories of Thailand coincided with the consolidation of 

the geographic and physical boundaries of the Thai state (Winichakul 1994).  The 

writers of the initial nationalist histories were generally from Bangkok and closely 

attached to the groups surrounding the royal family or the bureaucracy. They were 

often the first academics of Thailand, and their role was seen as a valuable contribution 

to national development. This was clearly displayed in the Damrong school, foundered 

by Prince Damrong Rajanubhap in the late Nineteenth Century, which created a, 

“royal/national history to serve the modern Thai state under the absolute monarchy” 

(Winichakul 1995:102).  Even with the end of the absolute monarchy and the rise of a 

dominant bureaucratic and military class, this latter group—which identified itself as the 

key to national development—did not remove the royal system from Thailand.5  Rather 

There is a degree of debate over the extent of radicalisation amongst those that led the 
movements against the absolute monarchy. While Judith Stowe (1991) and Chaiyan 
Rajchagool (1994) suggest there was an undercurrent of republicanism coupled with a desire 
for a less iniquitous Thailand, Wyatt (1984) sees the events of 1932 as part of the domain of 
elite nationalism with little outside significance in the immediate period of the revolution. 
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it transformed the monarchy into a symbol that legitimised the new arrangement of 

state control (Samudavanija 1991; Stowe 1991). 

However, in recent times the nationalist characterisation of Thai history has come 

under increasing dispute. In this regard, one very significant debate has been the 

nature of Thailand’s historical independence and escape from colonialism. For 

nationalist interpretations this was the bedrock on which to lay favourable accounts of 

the absolute monarchy and the modernisation processes of the Thai state. Such 

accounts viewed Thailand as a buffer state which successfully negotiated its continued 

existence with French imperialism in Indochina and the British empire in Burma. These 

accounts are now regarded as widely misleading. Rajchagool (1994:34-40), drawing 

on multiple sources, shows quite clearly that British influence in late Nineteenth 

Century Thailand was in fact very substantial, with Thailand often relying on Britain as 

a protector against the French. The lack of formal colonial interest on the part of the 

British could be better understood in the context of British desires for trade, rather than 

territorial expansion, and in economic terms Thailand could thus be seen as a semi-

colonial country (Rajchagool 1994:83).  Yet, this is not to argue that there is no 

particularity to be found in the lack of formal colonialism in Thailand. Nationalist 

approaches which highlight this fact often serve to legitimate and give a sense of 

‘naturalness’ to Thailand’s present social hierarchies among non-Thai social scientists. 

Winichakul (1994:7) notes: 

Unlike the cases of other colonial countries, the fact that there was no struggle between 
colonial and anticolonial scholarship in Thai studies has sometimes led to uncritical 
intellectual cooperation by pro-indigenous Western scholars who have tended to accept 
the established views of the Siamese elite as the legitimate discourse about Thailand. 

Such influence would have a widespread impact upon the liberal and modernisation 

approaches to Thailand (see below). 

Because of these factors, nationalist historians have very little with which to analyse 

the mechanisms of social change, rather they must describe it in terms limited to 

individual actions and instrumentalism. The emphasis in nationalist history on 

regularity, tradition and continuity demonstrates the ways by which the significance of 

historical change is discounted. Analysis of rural or agricultural systems of Thailand 

rarely occurred in historical terms. In fact, agricultural issues were the domain solely of 

the bureaucracy whose inputs were generally technical assessments. The schools of 

thought that followed the nationalists’ romanticised interpretation of Thai history had to 

grapple with this legacy, especially in the context of the vast areas that had been 
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excluded from previous analysis. Of particular relevance in this context was the role of 

subordinate groups and the role of capitalism as a transformative agent of the Thai 

state and its agricultural system. It is to these issues that this chapter now turns. 

Liberal (Modernisation) ‘Histories’6 

Like the eras of European colonialism and Japanese occupation, the end of the 

Second World War brought about further reorganisations of East Asian polities.  Formal 

colonialism was at least perceived to be ending, and the finalisation of hostilities 

signalled in many circles a new era of peace and security. Thailand had been affected 

by the war, and while its official positions during this period were ambiguous, by 1945 

the Thai leadership was firmly orientated towards the United States (Goss & Pacheco 

1999). If the earlier period of nationalist ‘history’ in Thailand was initiated in conjunction 

with the finalisation of the colonial world system, then in many ways the post-war 

‘histories’ of Thailand have to be seen in the context of the Cold War and its regional 

development. 

Despite initial hopes for stability by post-war planners, the political transformation of the 

East Asian region by the middle of the 1950s was extensive and far-reaching. 

Between 1945 and 1955 the Chinese communists succeeded in declaring the People’s 

Republic of China with Chiang Kai-Shek’s KMT confined to Taiwan, the Korean 

peninsula had been the site of a large land war which resulted in the stalemate of a 

country divided into the Republic of Korea and the Democratic People’s Republic of 

Korea, the Philippines had seen a significant peasant movement crushed (the Huk 

rebellion), the British fought a communist-inspired uprising in Malaya, the French had 

been defeated at Dien Bien Phu and withdrew from the region, and, after a struggle for 

national liberation, Indonesia gained independence from the Dutch. 

All these changes had significant impacts upon the Thai political leadership, the 

professional classes, the military and other members of the elite. Significantly, these 

changes in East Asia also had important impacts across the Pacific Ocean in the US. 

By and large, professional policy makers and members of the military, in both Thailand 

and the US, realised that Thailand was not secure from these dramatic changes nor 

Liberal and Modernisation approaches are grouped here for convenience, however, very 
generally one could delineate two disciplinary differences. Modernisation tends to be the 
preserve of economists and political economists while liberal approaches are more 
characteristically the products of political science and sociological attempts to explain Thailand. 
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could it simply ignore them. Yet, these changes were interpreted in homogenous 

terms. The domino theory, with its visions of monolithic communism spreading ever 

outward from ‘Red’ China, placed Thailand in a strategic position as a barrier to the 

further spread of communism into South and South-East Asia. For the Thai ruling elite 

and its US allies, the primary political goal became defence against communism, which 

from the early 1950s took on a military dimension as the Communist Party of Thailand 

(CPT) adopted a policy of underground armed struggle for national liberation 

(Ungpakorn 1995a:369).7 

In part, due to the influence of the US and a long standing tradition of anti-communism 

within the Thai administrative elite8, the broadly accepted view, following Rostow (1971 

[1960]), was that communism was most successful in those areas that were the 

poorest and had the least levels of economic development. As well, overly liberal 

toleration of communists within a society was seen as ‘irresponsible’. Thus, in 

conjunction with military commitments to fight communism and political commitments to 

enact repressive laws (most notably the Anti Communist Act of 1952, see Bell 1978) 

aimed at groups ‘susceptible’ to communist influence (unions, peasant organisations 

etc), modernisation became the guiding principle for Thailand to strengthen its 

economic development along capitalist lines. An example of modernisation as a policy 

process was the Public Development Program for Thailand, prepared by the World 

Bank, which stated that, “inadequate technical, managerial and administrative 

capacities are, of course, one of the earmarks of an underdevelop[ed] country.  Were 

these capacities widespread in Thailand, development would not be a problem.” The 

report further noted the existence of, 

a tenacious adherence in the administration [bureaucracy] to traditional practices and 
status relationships which tends to diffuse authority and responsibility, to de-emphasise 
the need for special training and competence, to obstruct interdepartmental cooperation 
and coordination, and to prevent the establishment and exercise of efficient procedures 
(International Bank for Reconstruction and Development 1959:13-14). 

Modernisation as it took form in Thailand hinged around debates that flowed from such 

perspectives. Most significant of these was the idea, first suggested in a theoretical 

form by Fred Riggs, that Thailand was dominated by a system of bureaucratic polity; “a 

7 The CPT was heavily influenced by Chinese communism, and following the Sino-Soviet split in 
the early 1960s adopted policies adhering to Maoism. 

8 Hewison (1989a:53) notes that from as early as, “1927, amendment[s] to the criminal 
code…made peaceful picketing and sympathy strikes illegal, and set a penalty of death for 
strikes aimed at political or economic change.” 
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system of government that is neither ‘traditional’ nor ‘modern’ in character” (Riggs 

1966:11). The roots of the bureaucratic-polity were to be found in the Bowring Treaty 

of 1855 which had incompletely ‘westernised’ Siamese administrative and political 

structures. David Wilson (1962:4) argues that the Treaty represented, “the turning 

point between ancient and modern Thailand…[the] effects and implications struck at 

the traditional system of government.” Analysts raised the question of what effect this 

new bureaucratic polity had had on economic development. Inevitably, the answers 

saw this social form as retarding the development of free enterprise capitalism since 

the ‘traditional’ roots, which inevitably sought power for its own sake rather than 

economic development, had not been successfully expunged. As Akira Suehiro 

(1989:2) states, “the economic sector served merely a sub-element or dependent 

function within the political sector”. Further signs of the bureaucratic-polity were 

reflected in the failure of the ‘semi-democratic’ forms that existed within Thailand in the 

1940s and 50s and the preponderance of military coups. 

In general this system was perceived to be held up by two linked ‘cultural’ factors—the 

‘traditional’ passivity of the Thai people and the preponderance of the patron-client 

relationship. This latter relationship is said to discourage independence or initiative as 

people are continually involved in relationships that guarantee mechanisms of linked 

social support, eventually drawing together both the King and the most ‘lowly’ peasant. 

These mechanisms of support led to a general social stability and ultimately political 

passivity; or as Wilson (1962:39) sought to explain in the early 1960s, “when it appears 

that the way of life of the cultivator has been changed little in a century, it is to be 

expected that the overwhelming proportion of the population would be little affected by 

economic motives for political activity.” Reynolds and Hong (1983:86) also note that 

the patron-client form of analysis prevailed in the dictatorial period following the coup 

lead by Field Marshall Sarit Thanarat in 1958, and was characterised by a rejection of 

the notion that pre-twentieth century Thailand could be conceived of as feudal. 

Rajchagool (1994:61) argues that patron-client analysis became especially prevalent 

with Western scholars in the 1960s. Thus, in some senses modernisation rested on 

similar assumptions as the nationalist histories discussed above. 

Reconfigured Modernisation: Explaining the ‘Miracle’ and the End of the Cold War 

By the late 1980s, however, liberal and modernisation approaches to Thailand could no 

longer ostensibly see the country as mired in the stasis of a semi-modern/semi-
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traditional form; conceptualising the causes of Thailand’s economic ‘success’ became 

necessary. Between 1985 and 1995, the World Bank rated Thailand the fastest 

growing economy in the world with average gross domestic product growth rates of 10 

percent for the period (Bello et al 1998:55).  While in 1960 agriculture accounted for 40 

percent of GDP and manufacturing 12.5 percent, by 1995 agriculture was 11 percent 

and manufacturing 29 percent (Hewison 1997:103; World Bank 1997:237).  These 

changes help to contextualise the shifts in subject matter of liberal theorists.  The 

development of (periodic) democracy, election processes and women’s attitudes 

attracted interest (for example, see Dhiravegin 1992; Nicro 1993; Sa-idi et al 1993). 

Some modernisation theorists sought to explain Thailand’s dynamism as the result of 

state management procedures, coupling their analyses with policy advice for the 

achievement for more efficient management processes (see Dixon 1995; Ichikawa 

1991; Warr 1993; Taylor 1994).  However, it is worth examining in detail a number of 

examples which are representative of these changes and act as markers of new 

attempts to conceptualise Thailand within a liberal framework. 

Where previously Thai cultural ‘habits’ were seen to inhibit the development of efficient 

social orders, cultural habits were now deployed to explain economic dynamism. Thus, 

Pannee Auansakul (1994; 1995:33-39) seeks to explain the presence of successful 

Chinese rice traders in Thai peasant society in the context of a bun khun relationship, 

which is roughly defined as, “a social obligation [that] is very important in Thai social life 

and its obligatory relationship is very strong…[The] bun khun system…reinforces the 

reciprocal relations which are predominant in Thai society, especially in peasant 

society.” Here Auansakul explains the success of Chinese rice traders in terms of 

socio-cultural factors which see Chinese traders integrating themselves, as a result of 

Confucian values of hard work and self-discipline, into a system which is orientated 

towards the avoidance of conflict to the mutual benefit of peasants and traders. Yet, 

this approach regards exchange relations as mutually equitable and conflict is 

perceived as abnormal. Explaining why periods of intense conflict develop within such 

a social structure thus becomes difficult. 

Anek Laothamatas (1992) in Business Associations and the New Political 

Economy of Thailand proposes that the bureaucratic polity model no longer 

represents Thailand and that a liberal corporatist model is a more effective means of 

explaining the current situation. Yet, Laothamatas (1992) retains some of the very 
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ideas central to the modernisation perspectives of the 1960s. For example, Thailand 

was not, “thrown into a fire of mass based nationalist, socialist, or democratic 

movements,” like, “much of the Third World,” in the 1950s, because of, “the distinctive 

political apathy of the populace” (Laothamatas 1992:3-4).  Such ideas of general 

passivity on behalf of the Thai population, implicitly denote that the dynamism of the 

Thai economy is to be located in the business classes, as represented in their ability to 

encourage the formation of business associations. Laothamatas (1992:10) 

characterises the political power of business classes in Thailand through to the 1970s 

as weaker than the bureaucracy and the military but offers no mechanism which could 

explain transformations in power relations other than the actions of groups of 

individuals. Laothamatas (1992:32) further de-emphasises the nature of power 

relations by reducing the lack of success of unions and peasants (who are merely 

“demand groups”) to the fact that they were “loosely organised, financially poor, and 

lacking in professional staffs.” As a consequence, they were unsuccessful in making 

claims upon Thai polity. This kind of reductionism specifically excludes other 

explanations for the significance of business associations’ impact upon Thai polity. For 

example, access to advantageous resources (class power, influence, capital etc) rather 

than simply organisational skills is more instructive in understanding a particular social 

group’s status. In addition, this perspective ignores the history of repression of labour 

groups and the intimate historical ties between business and the military and the role of 

corruption in such relationships (see Phongpaichit & Piriyarangsan 1996).  Finally, such 

a perspective only recognises formulaic notions of class conflict such as strikes or 

wage demands, while ignoring issues of consciousness or the dynamics of the 

bourgeoisie’s ownership of the means of production (Ungpakorn 1999). 

Danny Unger (1998) in Building Social Capital in Thailand deployed the notions of 

social capital and embedded autonomy to argue that Thailand’s successful economic 

development (to 1997) was as a result of the, 

traditional Thai nobility, the Thai military and Chinese business elites (rapidly assimilated 
as the result of liberal policies, an open culture, and a fluid social structure)…[learning] to 
coexist and exchange benefits in the common enterprise of capital accumulation (Unger 
1998:26). 

In immediate terms this work is perhaps the most serious departure from modernisation 

perspectives on the part of a liberal interpretation of Thailand. This is clear in the use 

of the notion of social capital. Unger (1998:13-14) describes social capital as akin to 

“social infrastructure” and is used in regard to the ways by which social groups work 

together towards certain outcomes and is represented by “dense networks of social 
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groups.” Unger (1998:81) seeks to explain Thailand’s development as different from 

the East Asian developmental states such as South Korea and Taiwan, with the 

economic success Thailand achieved in the post-War period resulting more from the 

general ‘hands-off’ approach of its public officials rather than direct interventions. Yet, 

in spite of the relatively new language, this work still rests within a liberal framework 

and relies on mainstream interpretations of Thai history where, for example, the 1950s 

and 1960s are seen as periods of “unusual price and social stability” (Unger 1998:72). 

Further, Unger (1998:44-45) makes no linkage between the state-sponsored 

repression of rural and peasant groups in the 1970s and the “ad hoc” nature of poor 

farmers’ protests in the 1990s. Perhaps most indicative of the approach undertaken is 

the problematic deployment of the concept social capital. Social capital has generally 

been utilised by researchers who acknowledge the failure of neo-classical economics 

to adequately explain social events and historical change, but who seek to maintain the 

self-regulating market rationality and notions of capitalist market equilibrium inherent to 

that economic ideology. The distinguishing characteristic of a neo-classical definition 

of capital is as a “non-physical, atomised resource”, yet this reductionist view removes 

and ignores the social conditions which in fact produce capital (Fine 1999:13). If one 

wishes to include the conditions and circumstances which produce capital, then the 

concept itself is inherently social; social capital is thus simply tautological.9  More 

importantly, the use of social capital signposts an approach devoid of issues related to 

class and power, and Unger’s (1998:57-58) analysis, while recognising the presence of 

competing groups (it is noteworthy that class power, as such, is rarely discussed), must 

still explain the degree of a social group’s marginalisation on its lack of organisation, 

which is ascribed to “the nature of Thailand’s traditional polity and society.” 

Rurality and Modernisation 

For these models of Thai ‘history’, where is the rural? In most cases modernisation 

was only possible through industrialisation and manufacturing—rural areas were seen 

as the main source of labour for the soon-to-be-expanding cities. It was assumed that 

the subsequent decline in the agricultural economy would parallel the decline in the 

attention that the planning authorities would need to accord the sector (Friedmann 

1993:37). Most interpreters viewed the historical mono-culturalism of Thai agriculture 

 “To be a capitalist, is to have not only a purely personal, but a social status in production. 
Capital is a collective product, and only by the united action of many members, nay, in the last 
resort, only by the united action of all members of society, can it be set in motion. Capital is 
therefore not only personal; it is a social power.” Marx and Engels (1967[1848]). 
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as lacking international competitiveness; the only value by which modernisation judged 

economic sectors. Thus, in the late 1960s modernisation theorists saw diversification 

and intensification of the Thai countryside as the main goal, since “agricultural 

development is a prior condition for the development of a market extensive enough to 

support a much larger industrial sector” (Muscat 1966:78). In the late 1950s advice 

from the World Bank recommended, “an agricultural policy that aims not only at 

stimulating rice production but also inducing a broad and diversified development of 

Thailand’s other agricultural potentialities.” Further, while farmers did “not lack 

initiative”, their ambitions were, however, “modest” and their knowledge was limited to 

the “traditional”. In fact, Thai farmers are “resourceful and, if need be, are willing to 

take up temporary or permanent alternative occupations to offset crop failures or 

overcrowding” (IBRD 1959:35, 53, 76). By the mid 1960s modernisation theorists were 

recommending increased commercialisation and “orderly markets” for the purposes of 

economic growth (Muscat 1966:80). 

Within these accounts, ‘modern’ agriculture is perceived as the domain of experts, with 

those in the Thai countryside requiring the paternal help and education of aid agencies 

and bureaucrats. At this point the disciplinary importance of economics begins to arise. 

In assessing the role of agriculture in Thailand it was generally economists who 

prepared reports, made recommendations and acted as advisers to various ministries 

and international aid agencies. Such assessments generally followed the form of 

locating the countryside in an orbit of ‘traditional’ practices that no longer serve the 

needs of a modern economy or produce international competitiveness. Muscat 

(1966:28) notes that sections of Thailand are still, “inhabited by…some of the most 

primitive peoples on earth.” The industrialisation of agriculture—what modernisation in 

fact seeks—is generally viewed as a value-free process of mutual benefit. Of course, 

where benefits may not arise, the “unoppressed and free” Thai farmers are “willing” to 

make do in the meantime (IBRD1959:76-77). For those approaches embedded in 

economics a utilitarian perspective dominates with rational self-maximising (male) 

actors undertaking strategic decisions (see, for example, Muscat 1966). Where liberal 

approaches confront the extent of political conflict within the rural arena in the 1970s, 

rural citizens are still regarded with an implicit passivity that is only transformed under 

extreme conditions, for example, when subsistence standards of living are threatened 

(Morell & Samudavanija 1981:213).  That rural politics might contain significant interest 

groups or conflicts between groups marked by their inequality is all but ignored as 
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problems within agriculture are reduced to a technical managerialism for increasing 

output and yields. In the words of David Feeny (1982:125), “much of Thailand’s lack of 

development” results from “the failure…to provide infrastructure and social research 

facilities for increasing agricultural productivity.” Moreover, the continuing insistence on 

the passivity of rural dwellers ignores the possibilities that the historical presence of 

banditry or rural rebellion could signify examples of the refusal to accept particular 

social orders (Hewison 1989b:24; Hobsbawn 1969). 

Critique 

The more general problems associated with the modernisation perspectives as 

discussed above have long been debated. Within the modernisation debates Hewison 

(1989a:5-10) identifies the bureaucratic-polity model as the initial example of structural-

functionalist models of Thai politics and society. This model, as described above, 

tends to be seen as a static system which regulates a particular outcome—but the 

system rarely has an understanding of conflict, nor can it identify the causes of why 

different groups come into conflict. These problems arise partly through the reliance on 

conceptions of society metaphorically drawn from biology. In this way Thai society is a 

‘body’ which fulfils functions as ascribed by its ‘organic properties’. Descriptions such 

as this are question begging around the point of power relations. For example, how 

should the dramatic shifts that have occurred within the rural arena (such as rural 

insurgency around the CPT, peasant protests during the mid 1970s, the shifting and 

migratory populations of rural areas, etc) be explained given a functionalist, utilitarian 

or cultural-centric model? Certainly, appeals to the logical functioning of the social 

system are confusing since the avoidance of conflict and the maintenance of stasis 

should be inherent aspects to the system’s functioning. Ultimately, the problem can 

only be resolved by making greater and greater variations to the model’s boundaries, 

so that the point at which a new social formation comes into existence can only be 

explained by changing the ‘genetics’ of the ‘organism’. 

As these models of history offer limited explanations of Thai social forms and, in the 

context of the Cold War display interests of a geo-strategic nature, one must question 

their usefulness for a period beyond the Cold War. Still, modernisation’s influences 

were deep and its presence in the work of whole generations of social scientists is 

obvious. Even beyond the Cold War, modernisation and liberal approaches to 

Thailand shared a strong similarity, though clearly perspectives differed. Three related 
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themes dominate these approaches: firstly, conflict is seen to be the result of social 

‘malfunction’; second, the Thai population is generally seen to have exclusive 

characteristics (passive, hierarchical and merit seeking); and third, social or economic 

problems are viewed as having discrete technical solutions. These approaches tend to 

view social change as the result of forces outside a given environment creating 

disequilibrium, but such conflict is not seen as inherent to a particular social 

relationship. Moreover, in characterising the Thai population in crude cultural terms, 

modernisation and liberal approaches must attribute deviations from the ‘norm’ to 

outside influences. At what point outside influences are significant or irrelevant (or are 

defined as ‘outside’) is often arbitrary. Yet, even though modernisation and liberal 

approaches remain the most widespread interpretations of Thai society and social 

change, there are (and have been) other commentaries concerning Thai society. 

Dependency theorists had a great deal more to say about the reasons for historical 

transformations and, in contrast, were to treat conflict as an inherent tendency in Thai 

society. 

Dependency (Neo-Marxist) ‘Histories’ 

While some authors have claimed that Marxism as historical practice has no place 

within the analysis of Thai society (see Wilson cited in Reynolds & Hong 1983:77), this 

has not stopped a large body of writers from utilising Marxist concepts and Marxism 

itself as an organising principle of their analysis.10  It might seem that Marxist analysis 

would be a fairly new phenomenon within Thai historical practice, however, there has 

been the identification of a practice of political economy concerning Thailand from as 

early as 1906.11  In general, the initial examples of Thai Marxist analysis were 

influenced by Soviet interpretations of Marxism which made their way to Thailand 

through official journals and from multiple translations (Russian to Chinese to Thai) and 

serialisations, yet as Reynolds and Hong (1983:80) note, “very few Thai readers read 

10 Some recent examples would include Hewison (1993, 1997), Suehiro (1992), Ungpakorn 
(1995a, 1999), Rajchagool (1994) and Winichakul (1994).  It should be noted that this group 
represents a very diverse set of Marxist interpretations, stretching from what could be called 
orthodox Marxism (Ungpakorn), classical Marxist political economy (Hewison, Rajchagool and 
Suehiro) and post-Marxism (Winichakul). 

11 See van der Heide (1906) in Chatthip and Prasartset (1981:73-112).  Political economy does 
not, of course, equal Marxism—rather it is important to emphasise the practice of treating 
economic and social forms as intimately linked, for the reason that this is one of the grounding 
forces in any Marxist analysis. In general, to deny the applicability of Marxism to Thai social 
forms one must also deny the intimate relationships between political, social and economic 
forms. 
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Marx and Engels firsthand.” This process was to shape the first three decades of 

Marxist ‘histories’ in Thailand and it was not until the mid-1970s that the forms of 

analysis shifted dramatically. 

The Development of Dependency in Thailand 

Over the last fifty years Thai Marxist analysis can be roughly divided into two streams. 

The first occurred immediately after the Second World War, and ended with the 

ascension of the Sarit regime in 1958 and then re-emerged in the early 1970s, but 

especially after the October 14th Revolution in 1973 (Winichakul 1995).  The absence 

of a significant level of Marxist analysis in the period between the late 1950s and early 

1970s is attributed to the initial anti-communist legislation of 1952 and culminated in 

widespread repression of people ‘linked’ to communist activities during the Sarit 

regime. This first period of Marxist analysis sees its strongest, and most lasting, 

reading of Thai society in Jit Poummisak’s (1994 [1957]) The Real Face of Thai 

Feudalism Today.12  While the degree to which Jit’s arguments are accepted is still 

debated, what sets his work apart is that for the first time an historical analysis of 

Thailand was written in which the past was presented in a manner riddled with 

conflicting interests, exploitation and inequality, rather than being presented as a 

fulfillment of the glorious past (as much nationalist history sought). 

Yet, what little alternative understandings that did develop in the 1950s were snuffed 

out under the repression of the Sarit regime and its subsequent rulers.  Overseas, 

changes were happening which were to have their repercussions on Thai theoretical 

work approximately a decade later, in what would become the dependency school—the 

most dominant form of Marxist and Marxist-influenced analysis of the 1970s. By the 

early 1970s, when it was obvious that the Vietnamese were to achieve a remarkable 

victory in the war against the United States, dependency theory was of profound 

influence in surrounding countries, especially Thailand. 

However, the event that was to give dependency its greatest impetus, was in fact 

internal to Thai politics. It was the October 14th Revolution in 1973 which overthrew 

the Thanom-Praphat regime (the last in the line of Sarit’s clique which began in 1958). 

 Reynolds (1994) argues that to a large extent Jit’s work has been ignored outside of Thailand 
and the significance of his work, while itself contested, is cited by most Thai writers, influenced 
by Marxist perspectives, as one of the formative texts in their own analyses of Thai political 
economy. 

61 

12



Chapter 2 Perspectives on History 

This period brought back a long-absent intellectual and ideological freedom to 

Thailand. A genuine free press evolved and a huge number of previously banned 

books and articles became available to the public. At this time dependency theory 

began to have greater influence among academic analysts who sought to demonstrate 

the failures and problems that were seen to be associated with US-led modernisation 

policies. Bangkok saw significant demonstrations that focused, among other things, on 

US military presences within Southeast Asia and specifically Thailand, with marchers 

calling for the removal of US forces from Thailand (Anderson 1977, 1990). 

Thailand as a Semi-Colonial State 

Given this social context of the questioning of the dominant forces within Thai society, it 

is not surprising that a critical intellectual climate appeared which sought to radically re

interpret Thai history. No longer would monarchs be central to Thai history, while the 

conflict amongst social forces was seen as fundamental. In this way, dependency 

theorists argued that the real turning point in Thai history was the date which marked 

Thailand’s incorporation into the world colonial economic system, that is the signing of 

the Bowring Treaty in 1855.  This treaty opened up Siam to trade with the British and 

quickly transformed the economy. The British were mainly interested in teak, tin and 

rice as well as having Siam as a market for its manufactured goods. 

This vision, in which Siam was forced into the colonial economic system, did not fit well 

with nationalist interpretations of Chulalongkorn keeping the imperial forces ‘at bay’. 

The dependency theorists argued that Siam, while never officially colonised, was in 

reality a de facto colony responding to the demands of imperialist powers, which at the 

same time ultimately generated the conditions for US-backed military dictatorships and 

a stifling bureaucracy. The Bangkok elite was seen as benefiting from this 

arrangement at the expense of the rest of society while living off a proportion of the 

extracted surplus of exported products, again in marked contrast to nationalist 

explanations of the Bangkok ‘leadership’ serving the people’s ‘interests’ (Bell 1978; 

Caldwell 1978; Elliott 1978). 

Drawing on the work of earlier Thai Marxists and combining this with the work of 

internationally renown dependency theorists (such as Andre Gunder Frank, Samir 

Amin and Immanuel Wallerstein), a very different picture of Thailand emerged 

(Reynolds & Hong 1983:92). The imposition of the Bowring Treaty on the peasantry 
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was seen as an act which radically altered their lives, as in effect it destroyed whole 

networks of local production and subsistence (Chiengkul 1983).  Textiles and industrial 

goods began to be exchanged for primary products, mainly rice. In the space of 13 

years rice exports from Thailand increased three-fold (1857-1870), and in a fifty year 

period (1857-1910) rice exports increased twenty-fold (Feeny 1982:13). This, combined 

with the fact that there were only minor rises in other Thai exports (and these were also 

primary commodities), was enough to indicate that Thailand’s position as a supplier of 

rice to the Euro-American dominated colonial world was being solidified and its status 

as a semi-dependent, semi-colonial country was being ensured. Furthermore, while 

the ending of the sakdina (indentured labour system) created a wage-labour economy, 

this process was regarded as incomplete. Ensuing debates concerned the extent to 

which a capitalist mode of production existed, which in turn was of major significance in 

understanding whether Thailand could be regarded as a capitalist state. Witayakorn 

Chiengkul (1983:340-341) argues that it was not until the 1960s that, “massive 

capitalist penetration” occurred in the countryside, whereas prior to 1960 capitalist 

penetration, “was mainly in the sphere of exchange and distribution, not in the sphere 

of production.” Further in this vein, Jaturong Boonyarattanasoonthorn (1995:145) 

implicitly dates 1961 as the beginning of Thailand’s “capitalist path for economic 

development,” signalling the end of the period of state industrialisation and the 

emergence of an internationally-oriented development regime. The importance of 

dating capitalism’s emergence in Thailand towards the latter half of the Twentieth 

Century was significant because it offered dependency theorists the possibility of a still 

existent indigenous peasantry whose practices and beliefs were contrary to the 

materialist and consumer cultures that were viewed as imposed from the West (Choice 

1995; Sittirak 1996). 

Critique 

Dependency rests upon a number of assumptions which are very difficult to incorporate 

into the analysis of present day Thailand, and especially its agricultural system. One of 

the first difficulties in applying dependency to Thailand was that it greatly 

underestimated the strength of social forces in Thailand. In almost a reverse of 

modernisation theorists, dependency theorists emphasised the external conditions 

affecting the Thai state at the expense of social formations within Thailand and their 

own dynamism. This is especially the case with the sectors of the economy that began 

to dominate Thailand in the mid-1980s. Economic expansion put the dependency 
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analysis in very weak territory as it had few means to explain how a dependent 

country’s position within the world economy could change without removal from that 

system. While recognising peasants and workers as dynamic classes within Thailand, 

dependency viewed the business classes (bourgeoisie) as primarily mercantilist (ie 

deriving profit from exchange relations). Further, dependency approaches tended to 

discount the activities of the urban working class, its history and potential, in favour of 

more romantic notions of village life in rural Thailand (Ungpakorn 1995b, 1997). 

Additionally, dependency saw Siam as a static entity prior to 1855 and could offer little 

by way of explaining the historical roots of Thailand’s contemporary capitalism. As 

such it became difficult to determine what or whom was in a dependent relationship: 

was the nation as a whole dependent? a certain class? where should an expanding 

bourgeoisie be located? These were difficult questions to which dependency was 

unable to offer satisfactory answers. Agriculture is seen as important, but again as the 

source of seething conflict and discontent. 

For these reasons dependency is not a useful concept in coming to a broader 

understanding of the transformative processes in Thai society or agriculture.  However, 

dependency is useful in its identification of the impact on Thailand’s agricultural 

economy during its encounter with the European colonial world system and this is one 

aspect that this chapter will elaborate upon in conjunction with a number of internal and 

external issues arising in the late Twentieth Century. 

A State, Class and ‘Dependent’ Capitalist Development Approach 

The challenges that dependency brought to contemporary Thai analysis coupled with 

the democratic movements of the early 1970s produced profound changes in the 

conceptualisation of Thai history and society. In spite of the ultra-rightist coup late in 

1976, which installed the pseudo-fascist regime of Thanin Kraivichien, Thailand had 

changed so significantly that even this retreat to authoritarianism was surmounted, in 

differing degrees. But the decisive factor that framed shifts in the understanding and 

‘history’ of Thailand was the massive expansion of economic growth from the mid

1970s until 1997. The explanations of this growth and the new histories resulting from 

the revolutionary period of 1973-6 have become the dominant forces in shaping the 

trajectories of social science about Thailand. Moreover, the crisis in the Thai economy 

in 1997 put paid to the supposed ‘miracle’ of Thai capitalism. The result must be an 
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attempt which can incorporate both expansion and contraction into a conception of 

social change. 

During the 1980s a number of factors contributed to the rise of new interpretations 

which were in part linked to political changes in the Thai elite, particularly the 

emergence of an urban-based bourgeoisie linked to the industrial, finance and 

agribusiness sectors (Suehiro 1992).  The roots of this new elite’s dominance lay in the 

political reverberations of the 1973-1976 democratic period. Following the ultra-right 

coup of October 1976, thousands of students fled Bangkok for the forests of Thailand 

seeking to join the armed struggle and the swelling forces under CPT command to 

15,000 in 1977 (Hewison & Rodan 1996:56).  The expansion in the sheer size of 

insurgent forces was significant, however, a number of problems developed. Basically, 

the leadership of the CPT, after initial euphoria, did not easily welcome what it saw as a 

well-educated group of upper-middle class students into its midst. The students, on the 

other hand, saw themselves as instrumental in defeating the regime in 1973, 

something the CPT had been unable to achieve, and felt their feats should be 

acknowledged. Problems arose about how the students should fit into party hierarchy, 

over the presence (or absence) of democracy within decision making bodies and the 

strategic and tactical future of party activity. Eventually both groups fell out, and the 

national leadership, under the more ‘moderate’ right-wing regime of General Kriangsak, 

learnt of the situation.13  The international situation was also influential since the CPT’s 

close allegiance to China brought it into conflict with the dominant Communist forces of 

Southeast Asia, namely the Vietnamese Communists and the Pathet Lao.  The 

government exploited these divisions and when in 1980 all students were offered an 

amnesty it quickly had the effect of greatly reducing the strength of insurgent forces 

(Anderson 1993:7-8; Hewison & Rodan 1996:56-7). 

The impact of the 1973 revolution coupled with the failure of insurgency and the 

massive economic transformation indicated the existence of forces which completely 

undermined previous conceptions of Thailand. Firstly, it was no longer possible to 

explicitly conceive of Thailand as a static society which depended on change from 

‘above’, nor one that developed along a pre-figured linear model. Thai citizens had 

shown that their society was not fixed and that its popular transformation in a 

For a detailed description of the split between the CPT and the Thai radical students see 
Wedel (1983). 
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revolutionary period was possible. Secondly, the rapid expansion in the 1980s of the 

manufacturing and service sectors confounded expectations of a dependent or mired 

economy stuck with a reliance upon primary production. The recognition of dynamic 

forces (both democratic and bourgeois) in Thai capitalism forced a rethinking of 

previous attempts to explain the actors in Thai capitalism as compradors, stifling 

bureaucrats and ‘tradition’-bound citizens, among other labels attributed by both 

modernisation and dependency theorists. The 1980s thus represented the culmination 

of a political space in which neither the failed ‘maquis’ nor the ‘comprador capitalists’ 

could offer any significant hindrance to the new political class of business 

entrepreneurs who began to dominate Thailand’s social and economic institutions. 

Importantly, Thailand’s economic transformation was part of the historic ‘rise’ (and fall) 

of East Asia. Thailand’s presence as the international tourist destination for visitors to 

Southeast Asia generated massive revenue as well as placing Thailand in the late 

Twentieth Century within a framework of global ‘flows’ of capital, commodities, people 

and knowledge. Thailand became a site of international and global significance in 

terms of the history of ‘development’. As a newly industrialising economy (NIE) it 

became the focus of a great deal of analysis in conjunction with the other East Asian 

NIEs. In this way, internal transformations in the body politic of Thailand and external 

transformations in economic and political orientations placed Thailand, and those 

writing and producing knowledge about Thailand, in radically new positions. 

Given these challenges to previous concepts of social phenomena in Thailand, this 

chapter argues for an approach that seeks to draw on the insights of two different, but 

related streams of thought. The first is represented by the state and class approaches 

as developed by Kevin Hewison (1989a, 1993, 1997) and Akira Suehiro (1989, 1992) 

towards Thailand. Both authors work within a Marxist framework that partly results 

from the debates between Ralph Miliband and Nicos Poulantzas concerning the social 

and political forms of the capitalist state (see Miliband 1970, 1973; Poulantzas 1969, 

1976). The important lesson drawn from these debates was that state should not be 

seen as purely an expression of bourgeois interest nor something that can be simply 

seized, in Leninist manner, for working class control. Rather capitalist states should be 

seen within specific historical and organisational contexts to account for the differential 

status of various social actors in a given state and variations between states (Jessop 

1990:44; also see Rajchagool 1994:111-112).  Thus, state and class approaches in the 
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context of Thailand devote significant analysis to the role of domestic capitalist factions 

and their manners of accumulation. The role of financial, agribusiness and industrial 

fractions are central to Suehiro’s (1992) account of capitalist development in Thailand. 

Hewison (1989a, 1993, 1996, 1997) makes a closer examination of the various 

arrangements in state apparatuses (the military, finance and commerce bureaucrats) 

and their relationship to and collusion with domestic business groups. Underlying 

these approaches is a tendency to privilege domestic social and economic (class) 

structures, as against international and world historical circumstances (eg international 

power relations—imperialism, Cold War etc), in determining the manifestations of 

capitalist development in Thailand. In this the approach is akin to what Wright et al 

(1992:184) define as orthodox Marxism, where class is not dogmatically assumed to be 

of primary importance, but is considered to be generally so. For example, Hewison 

(1997), in an account of capitalist development in Thailand, makes no mention of the 

presence or significance of US aid in facilitating economic growth during the 1960s. In 

addition, both Hewison (1989a) and Suehiro (1989) emphasise the emergence of 

capitalism in Thailand as dating from much earlier than either liberal or modernisation 

theories have tended to grant. In this Hewison’s (see 1989a:14-17; 1989b:117-141) 

approach draws theoretical strength from Warren’s (1980) orthodox critique of 

dependency theory. By examining class relationships within spheres of production and 

accumulation these approaches have a strong ability to theorise capitalist development 

and social formation. While Suehiro (1989) gives recognition to the presence and role 

of Japanese direct investment (in contrast to Hewison, who has tended to discount the 

significance of foreign capital) there is little mention of the historical conditions which 

drove Japanese capital to seek out new zones of investment.14  With particular regard 

to a period of dynamic capitalist expansion such approaches can offer insight where 

liberal modernisation approaches fetishise markets and ‘culture’ and dependency 

approaches treat capitalist expansion as illusion-like (Hewison 1989b:7-20).15 

However, these approaches tend to fall into linear, or teleological, methods with their 

emphasis on a seemingly inevitable drive for urban industrialisation. Moreover, 

Suehiro’s (1989, 1992) concentration on processes of accumulation tends to 

marginalise analysis of the labour process and the specifics of class relations at an 

14 See Steven (1996) on the forces driving the expansion of Japanese investment throughout 
Southeast Asia during the 1970s, 1980s and early 1990s. On the crisis in Japanese capitalism 
in the late 1990s see Murphy (2000). 

15 Although, see Suehiro (1989:281-286) where the contemporary form of Thai capitalism is 
compared unfavourably with Japanese and ‘Western’ forms. 
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enterprise level. That economic crisis or forces external to class relations might play a 

greater role in the production of general social formations tends to be disregarded. The 

problem therefore is to take on board the strengths of state and class approaches but 

combine this with a perspective that recognises the contingency of circumstances and 

the international (world historical) and local context dependency of capitalist 

development in Thailand. 

According to Bernard (1996:650), to understand the constitution of local political 

economy it is necessary to take account of the interrelationships between world orders, 

local class forces, policy orientations, historical context and the dynamics of global and 

local interactions. To this end, the importance of transnational forces (eg Japanese 

multinational companies making direct foreign investment) can be combined with 

regional specificities (Thailand’s status as a food exporter and its lower labour costs as 

compared with North Asia) and local social forms (the Sino-Thai bourgeoisie) to draw 

out the context to Thailand’s broader political economy (Bernard 1999:189). More 

importantly, in understanding the dynamics of the economic collapse in 1997, Bernard 

(1999:190-194) traces the role of international finance and foreign capital in fuelling 

both the rapid economic growth of the late 1980s and early 1990s and its equally rapid 

contraction in 1997 and 1998. In relating the role of a transnational institution such as 

the IMF, which was instrumental in structuring Thailand’s austerity responses to the 

economic crisis, it was still the local bourgeoisie that ultimately had to implement such 

policies (Bernard 1999:199). 

The dependent development approach as described above in fact contains many of the 

elements adopted by those employing a state and class approach. However, the 

tendency with the former is to place an equal emphasis upon both class relations and 

conditions of world historical importance. By seeking to include an explicitly historical 

analysis, that is one conscious of specific and contingent processes in conjunction with 

broader patterns of capitalist development over extended periods, the dependent 

development approach allows a more critically nuanced perspective for explaining 

social formations. It is this framework which informs the examination in the next 

chapter of Thailand’s agricultural political economy over the last two centuries and the 

leading social forces (local, national and world-historical) which shaped the patterns of 

development and structure of Thailand’s agri-food industries. 
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Conclusion 

The approaches discussed in this chapter can be seen to have been deployed for 

differing purposes and influenced by different intellectual disciplines. Nationalist 

approaches regard history in narrative terms and primarily act to ensure the stability of 

social hierarchies within Thailand. On the other hand both liberal/modernisation and 

dependency approaches make much greater use of economic history as a means to 

recommend possible changes to Thai social orders and understand the significance of 

agricultural development. Furthermore, from the 1950s onwards it became 

increasingly important that analysts of Thailand should make recommendations which 

would lead to modernisation or liberation, depending on the approach. These schools 

as discussed represent particular interests and classes both within Thailand and 

internationally. However, the chapter has argued that once the more vulgar Marxist 

approaches to Thailand were no longer prevalent and the spectre of Cold War paranoia 

was dispelled, a critical Marxist approach applied to Thai studies is most appropriate 

since it is separate from much of the institutional and historical circumstances of the 

schools discussed above. For example, in the last decade Marxists have begun a 

much more serious analysis of the rise of the bourgeoisie, in particular by considering it 

as a dynamic class which determines the shape of Thai business classes as well as 

examining Thailand’s political economy in the context of globalisation and the forces of 

transnationalism (see Anderson 1990; Hewison 1993; McMichael 1994a; Puntasen et 

al 1992; Suehiro 1989, 1992).  Furthermore, in conjunction with approaches examining 

the consequences of resource conflict in rural arenas (see Hirsch 1993; Lohmann 

1991), the impacts of pollution and the recent collapse of the Thai economic ‘miracle’ 

(see Bello et al 1998:116-132; Lauridsen 1998) openings for critical surveys of the 

political economy of Thai agriculture are now possible. Clearly, transformations in 

social circumstances are reflected in changes to the way in which history is 

understood. Conceptualising those transformations in the context of agriculture and 

rurality must then be highly conscious of the continuing influence of liberal, nationalist 

and dependency approaches: the “dead generations” of Thai studies (Marx 1992 

[1852]). Having recognised these “dead generations” it is paramount that one not 

subsequently believe their simple identification absolves this analysis of their presence, 

for they are by no means literally dead and it would be perilous to ignore such 

historically dominant perspectives and ones which continue to exert powerful 

influences. 
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Chapter 3 

From Rice-Bowl to Shrimp Pond: The Political Economy of 
Agricultural Restructuring in Thailand 

Free Trade is Jesus Christ and Jesus Christ is Free Trade. 
Sir John Bowring (in Anderson 1990:34-5) 

Introduction 

In situating a new political economy of Thai agriculture within a contested historical 

context it is still necessary to admit to a few constraints. Firstly, as what follows is 

about the development of capitalism as a transformative agent in Thai agriculture, this 

examination will not include an in-depth analysis of the forms that existed prior to the 

start of export agriculture. The focus will be the development of capitalist agriculture 

and the political dimensions of the process. The point of departure for analysis will be 

the mid-nineteenth century—the beginning of Thailand’s incorporation into the world 

capitalist economy. This does not mean the analysis intends to concentrate solely on 

exogenous factors, however, it was at this time that internal transformations to 

Thailand’s political economy were marked by the increasing scope of the colonial-world 

economy. Second, the following analysis will rely on a chronological format. That is, 

the discussion will begin in the 1850s and move to the end of the Twentieth Century. 

Yet, given the previously discussed limitations of the nationalist and modernisation 

schools of Thai history, with their emphasis on continuity and progress, it must be 

emphasised that this is not simply a linear narrative.1  I hope to demonstrate that the 

various stages of Thai agricultural transformation were in fact not given nor pre

determined, but rather open to widespread possibility. Conversely, this does not mean 

there were no patterns nor likely outcomes to those transformations, rather each period 

was dependent on the forces that preceded it in conjunction with the emergence of new 

forces and actors. Finally, while presenting a study of Thai agricultural political 

economy from the mid-1850s, I reject the orthodox dependency view which sees 

transformations in Thailand as simply the reflection of European and North American 

interests. In the following pages I will argue that development processes were at times 

1 Progressive in the sense of economic change being regarded as natural and one located within a 
dynamic of ‘advanced’ versus ‘backward’ societies. 
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sporadic, frequently of benefit to local elites and occurred in rapid and, at times, 

revolutionary ways. In general terms, this chapter offers a view of Thai agricultural 

political economy which avoids a deterministic, evolutionary history along a pre-figured 

model. Rather it emphasises the context dependency of historical change. 

This chapter begins with a brief analysis of the agricultural system prior to its 

transformation for export purposes in the 1850s. Beyond this period I distinguish three 

significant phases of Thai agricultural transformation and the beginnings of a fourth, 

which corresponds to the contemporary period. These phases are discussed in the 

following time frames: 

(1) 1855-1958, the Bowring Treaty to the beginnings of the Sarit dictatorship, which 

marked the emergence of widespread agriculture for export purposes and the 

decline of the absolute monarchy; 

(2) 1958-1973, which marked the first major wave of agricultural diversification and the 

rise and decline of US hegemony in Southeast Asia; 

(3) 1973-1997, which signposted the increasing importance of regional linkages and the 

second major wave of diversification with the growth of an agri-exporting complex; 

and 

(4) the period following the 1997 economic crisis and the end of the economic boom. 

Each of these periods will be analysed in order to facilitate an understanding of both the 

structural and social consequences of agricultural transformation. Further, an extended 

analysis of the CP Group is provided, interspersed through the later stages of the 

chapter, as an acknowledgement of the fact that this agribusiness conglomerate 

encompasses and has influenced many of the late 20th Century changes to Thailand’s 

agricultural political economy. Finally, I will make some tentative comments concerning 

the fourth phase of Thai agricultural political economy which will create the proper 

context in which to begin case studies of two newly emergent agri-industries. 

Incorporation and Expansion 1855-1958 

Prior to 1855 rice was the major crop produced at subsistence level in Thailand, with 

other vegetable, fruit, spice and fibre crops also grown.  Rural industries existed in the 

form of handicrafts to meet the needs of village life. There was a limited production of 

surplus commodities which were traded with neighbouring villages and collective 

decision-making at the village level was common (Chiengkal 1983; Hewison 1989a; 
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Turton 1989b:89). What characterised the social dimensions of labour and the reasons 

behind the expansion of rice production in the late 19th Century are, however, 

contested. Broadly defined this problem revolves around the extent to which social 

formations were driven as a result of external demands, in the form of trade with 

European powers, or internal changes driven by the increasing labour demands and 

economic interests of the royal court and the failure of the sakdina, or indentured labour 

system. This debate is, though, about a matter of degree and given the limits of space 

this problem cannot be resolved here. It is sufficient at this stage to note that the 

expansion in rice production and the growth of surplus peasant commodity production, 

which ultimately transformed the agricultural arena, were due to the interrelated 

contestation between internal and external forces. But it must be noted that neither 

aspect should be privileged in light of the theoretical critiques against approaches with 

an over-emphasis on external phenomena (such as dependency) or internal continuity 

(such as nationalist and modernisation). These aspects are briefly discussed below 

before moving to an examination of the period following 1855. 

Internal Changes to Siam Prior to 1855 

Internal social changes in Siam played an important part in generating the expansion of 

agricultural production. This was particularly the case with changes to the structures of 

labour control and production that came under the sakdina system. Sakdina provided 

regular services of labour for royal projects, generated income through taxation and 

provided personnel for military service. The sakdina system was initially the binding 

point for the maintenance of the monarchy’s authority within the geographic boundaries 

of Siam. In conjunction with the development of Buddhism as the state religion, it 

provided both material and cultural mechanisms for legitimacy through a hierarchical 

social structure (Hewison 1989a:35-37).  While the sakdina had remained relatively 

stable between the 17th and 19th Centuries, by the 1850s a number of forces began to 

undermine its continuity. Both the expansion of the bureaucracy under the monarchy 

and the growth of royally-owned sugar and pepper plantations had stimulated the 

demand for labour. However, as the sakdina system provided only a limited level of 

labour input over small periods of time (three to six months), the increased demand for 

permanent labour eventually had to be met through wage provisions. Chinese migrants 

became an important source of labour, with six to eight thousand workers entering 

Siam per year during the 1830s (Elson 1997:40).  As the wage-labour force grew it 
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became difficult to maintain an indentured labour force alongside it, especially as those 

liable for ‘service’ increasingly sought to avoid conscription. Further, changes in Siam’s 

international trade with China were affected by European entry into Chinese ports as a 

result of the Treaty of Nanking in 1842.  Previously trade was conducted via Chinese 

merchant-ships, but the entry of European vessels with larger cargo holds and greater 

speeds undermined not only the Chinese but the Siamese monarchy who also owned 

Chinese-style vessels (Hewison 1989a:38).  The result was, of course, declining 

revenues which in turn created a need to secure alternative sources of income. Given 

these conditions, both internal and external, the Bowring Treaty should be understood 

as marking a point in a process of historical change begun at an earlier time. As Kevin 

Hewison (1989a:41) notes, “it is apparent that the Bowring Treaty was not imposed on a 

static ‘Eastern’ society. In fact, there were those that were poised to take advantage of 

the new environment that Western imperialism would herald.” 

Table 3.1 Indices of Rice Exports, Thailand 1857-1911 (1864=100) 

Year Quantity 

1857 37.5 
1864 100 
1870 107.5 
1880 143.8 
1890 337.1 
1900/01 290.4 
1910/11 732.9 
Source: Feeny (1982:13) 

Change in Siam After 1855 

Even though rice surpluses had been exported from Siam via Chinese merchants since 

the 14th Century (Silcock 1970:37), there was a sevenfold expansion of rice exports in 

the later half of the 19th Century (see table 3.1). The percentage of exports as a 

proportion of total production rose from five percent in 1850 to 50 percent by 1905/6, 

which signalled qualitative differences in the social relations of production (Elson 

1997:39-42; Turton 1978).  The Bowring Treaty of 1855 codified trade relations between 

Siam and Britain and granted extra-territoriality to British subjects and their employees. 

The Treaty allowed British merchants to operate freely in Siam and purchase land, 

activities previously circumscribed. Overall the Treaty had the effect of removing the 

previous regime of arbitrary arrangements between individual traders and the Siamese 
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monarch, instituting a system of unilateral excises and charges. While the Bowring 

Treaty meant that Siam avoided the consequences of formal colonialism, its fiscal 

autonomy was constrained through reductions in revenue (Hong 1984:67-69). As a 

result, the scope of nation-building patterns of modernisation under Mongkut (Rama IV 

1851-1868) and Chulalongkorn (Rama V 1868-1910) were limited.  In the realm of 

agriculture, infrastructural developments such as canal building (for irrigation and 

transport), railways and road building all increased the possibilities for the extraction of 

surplus production, although these were generally confined to the Central Plain and of 

limited extent. Externally the impacts of colonialism in Burma, Ceylon, the Dutch East 

Indies and Malaya, where plantations came to increasingly displace local sites for the 

production of staple foods, what Thomas Silcock (1970:38) euphemistically refers to as 

the “new rice-deficit plantation economies”, and Japanese urbanisation, all produced an 

increasing demand for rice and expanding market possibilities. 

The important factors driving transformation in agriculture were changes to the social 

conditions of the peasantry and land titles which encouraged the development of 

commercial rice production and generated the possibilities for land speculation and 

tenancy (Kemp 1981:3-5). While the peasantry were not officially ‘freed’ until 

Chulalongkorn’s decree of 1899, in practice widespread processes of surplus peasant 

commodity production had begun over half a century earlier (Rajchagool 1994:69).  The 

Bowring Treaty further transformed the conditions of peasant industries by allowing an 

increasing flow of cheap manufactured goods into Siam, having significant impact on 

local fibre activities (paper, textiles) and metallics (smelting, pottery), although this 

process was regionally uneven depending on the extent of internal transportation 

(Resnik 1970:60).  However, this occurred at the same time as there was expansion in 

rice and timber milling, ship-building and construction (Hewison 1989a:43-44).  Finally, 

the monarchy, by relinquishing the right to ownership of all land, and by allowing land to 

be bought and sold, created a new set of property regimes. These changes helped 

induce favourable conditions in which significant wealth could be derived from 

commercial rice trade, but at the same time, such conditions also gave relatively little 

choice for peasants to undertake alternative economic activities, especially in the 

Central Plain. As the rice trade developed, Bangkok became the central milling point 

and trade depot. Two classes of merchants of Chinese descent began to develop; the 

wealthier of the two classes brought rice from rural provinces to Bangkok, milled the 
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rice and sold it on to trading companies, while the other traded petty commodities such 

as soap, matches, buttons, thread and other small goods (de Young 1955:105). In 

1867 there were ten mills in Bangkok, half owned by European interests and half owned 

by Chinese-Thai interests, yet by 1894 a further 19 mills had been built, all owned by 

Chinese-Thai interests (Hewison 1989a:44).  The growth of this class is important in 

understanding the development of capitalist agriculture. One aspect that differentiates 

this class is its interest in industrial expansion at the turn of the century. While 

approximately 90 percent of external trade occurred through British interests, capital 

accumulation as a result of industrial activities did emerge at this point in the hands of 

local elites, principally Chinese-Thai entrepreneurs and members of the nobility 

(Suehiro 1992; Turton 1978).  While the early Twentieth Century did not witness a broad 

capitalist economy, three important factors—the role of plantations, the use of tax-

farming and the sites of European investment—combined to set the tone for the 

development of agriculture. 

Firstly, the fact that colonial-style plantation systems were not widespread meant that 

the radical altering of structures of production within the countryside, as occurred under 

colonialsm in Malaya, Burma and Indonesia, did not eventuate in Thailand. A large 

landless population failed to develop and subsequently Thai peasants tended to become 

small-scale commodity producers of rice, whereas Chinese migrant labour (amounting 

to a million arrivals between the 1880s and 1930s) worked sugar and spice plantations 

and formed the beginnings of the urban working class (Hewison 1997:99; Ungpakorn 

1995a). This process also produced significant internal migration by peasants from the 

northeast, as the export boom of the 1890s drove demand for agricultural labour which, 

by 1907, saw increased labour costs of between three and sixfold (Johnson 1981:113-

114). Secondly, the provision of tax-farming responsibilities to Chinese merchants 

cemented their presence within the countryside as revenue collectors and the 

‘middlemen’ between rural sectors and Bangkok, thus giving impetus to their 

involvement in related sectors. Tax-farming was a particularly important means by 

which the royal court in Bangkok was able to cement its politico-economic hegemony 

against the regional nobility, since it tied Chinese tax-farmers to Bangkok and 

subsequently created a class whose interests paralleled that of the Bangkok nobility 

(Rajchagool 1994:76; Vandergeest 1989:123).  Additionally, tax-farming monetised state 

revenues from a system previously reliant on products and labour services in kind 
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(Hewison 1997:99).  That significant commercial profit could be made from rice milling 

further concentrated Chinese-Thai interests in this activity. Thirdly, as European capital 

was concentrated within the export and finance sectors there was not a similar 

incentive for further investments in industrial activities. This was reinforced by the fact 

that Europeans were perhaps most removed from the countryside, although there was 

significant British and Australian investment in tin mining. 

Table 3.2 Rice Production and Yields, Thailand 1907-1952 

Area (000 rai) Production (000 tons) Yield (kg per rai) 

1907 8,658 2,852 298 
1912 12,324 3,670 298 
1917 10,979 2,989 272 
1922 15,013 4,340 289 
1927 15,960 4,564 286 
1932 18,821 5,116 272 
1937 18,396 4,556 248 
1942 17,973 3,854 214 
1952 26,901 5,506 205 
Source: Silcock (1970:38) 

These three factors helped to expand the rice economy in the context of the 

international colonial forms emerging in the late 19th Century. However, this should not 

be seen as linear progression from simply a less ‘developed’ economy to a more 

‘developed’ one, since the answers to two important questions point to a non-linear and 

context dependent process of change during the growth of the rice economy. First, 

should the formation of the rice economy be considered an historically contingent or 

inevitable process? That is, could there have been different forms to its development? 

Second, what allowed such quick expansion of rice production and why was there no 

significant efforts to raise agricultural productivity? As can be seen from table 3.2, 

through to the middle of the Twentieth Century, while rice production increased, yields 

were in fact declining. This second question is particularly pertinent since this relates to 

the structures of production that developed in the late Nineteenth Century. 

Previous attempts to answer these questions within the schools delineated in Chapter 2 

have implicitly tended to argue around a theme of inevitability. Early modernisation 

theorists such as James Ingram (1971) and Robert Muscat (1966) argued that the 

expansion of the rice economy was an inevitable result of international comparative 
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advantage flowing from incorporation in the world economy. Dependency theorists, 

such as Witayakorn Chiengkai (1983), also argued that the rice economy was an 

inevitable result of Thailand’s subordination to the world economy. Yet, there are a 

number of factors which suggest these explanations to be inadequate. For example, 

John Bowring envisaged his treaty as a means to expand investments in sugar 

plantations in the ‘Far East’, with little attention accorded to rice at the time (Hewison 

1989b:88). Furthermore, the occurrence of peasant rebellions in the late Nineteenth 

and early Twentieth Century, which required the imposition of military forces, indicated 

that, at the very least, the conditions under which peasants were being taxed and their 

commodities bought, was not met with universal acceptance (de Beer 1978:157). 

Suffice to say, the peasantry during the period to the end of the absolute monarchy 

should not be considered continuously compliant and passive nor revolutionary and 

rebellious. Those regions most removed from Bangkok, and thus feeling the least 

impact of economic transformation, tended to be the more volatile. Changes reached 

these areas, in particular the northeast and north, at much later stages and in less 

intense form than on the Central Plain. Bangkok retained less authority in the outer 

regions of Siam and this tended to result in greater exploitation of resources in those 

areas within Bangkok’s vicinity, as it was less profitable and more difficult to operate in 

outer areas. Rural rebellion also problematises the utilitarian perspective of neo

classical economics in that there was not a ‘natural’ expansion of rice production, but a 

political process was undertaken in which a geographic space had to be created 

(‘pacified’), and forests destroyed, so that economic activities which benefited Bangkok 

(such as capital accumulation) could be introduced. 

When the overseas demand for rice steadily grew in the latter half of the Nineteenth 

Century due to the regional impact of colonialism, the expansion of rice production in 

Siam occurred through increased area under crop rather than raising the productivity of 

production, that is, developmental processes of extensification took precedence over 

intensification (Hirsch 1990; Turton 1989a:58).  While a number of factors might have 

driven an impetus for increased productivity, such as the rise in land prices through 

speculation, countervailing forces prevailed. Firstly, peasant production of rice, albeit in 

subsistence form, was already widespread and geographically dispersed. Once the 

changes to both the sakdina system of labour and land control became generalised it 

tended to produce a segregated labour regime in which Chinese workers were 

77 



Chapter 3 Agricultural Restructuring in Thailand 

deployed on plantations or in Bangkok. Chinese merchants in the countryside simply 

bought what rice they required, rather than setting up rice plantations. Added to this, 

merchants could provide imported goods to peasants, often at cheaper prices than 

those locally produced (Brown 1991:94). This tended to encourage peasants solely to 

produce rice for subsistence and monetary exchange (rather than subsistence and 

barter), and further encouraged those whose activities were in the realm of handicraft 

production to shift to rice. Demand for land rose and became an increasingly profitable 

investment, but this also discouraged the expansion of a fully capitalist agricultural 

economy since, for land-owners, it was more profitable to expand areas rented rather 

than promote higher yields from rice production, especially as interest rates were in the 

order of 67 percent per annum in some cases (Johnson 1981:116). Moreover, as land 

remained primarily within the ownership of the nobility, the cultivators, who actually 

created the wealth, had very little access to the surplus produced, often being reduced 

to a subsistence level, while the rentier class (ie the nobility) absorbed disproportionate 

sums, thus diverting capital from possible investments to raise productivity (Brown 

1988:171). David Feeny (1982:103-105) also argues that the royal court in Bangkok 

was economically uninterested in yield increases since infrastructure developments for 

‘nation-building’ purposes, such as railways and canals, were prioritised for military and 

administrative advantages to consolidate strategic rule over Siam rather than increase 

productivity. Canal building also facilitated access to frontier areas but reliable irrigation 

was not possible and at best the canals were thought to increase the inundation of 

lands during flood periods (Johnson 1981:109). In addition, Brown (1988:75-76) notes 

that in comparison with the Meiji period in Japan, which did witness significant 

increases in agricultural productivity, Siam lacked a structure of social authority that 

might have been deployed at a local level to inculcate techniques designed to raise 

productivity, that is, Siam lacked a state structure that extended to the village level 

which might, for example, manage and regulate schemes of intense irrigation or 

fertilisation. Finally, a number of writers (Feeny 1982; Muscat 1966; Rigg 1970) have 

argued that the international environment of colonialism in the early Twentieth Century 

discouraged investments to raise productivity or expand industrial manufacturing, as 

this would have led to “confrontation” with Britain. While true in a vague sense, such a 

position generally plays down the economic self-interests of Siam’s elite, especially the 

royal court, and transfers, in a chauvinistic manner, blame for Siam’s 

‘underdevelopment’ to British colonialism (Rajchagool 1994). 
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Table 3.3 Major Commodities as Percentage of Total Exports, Thailand 1867
1939 

Period Rice Rubber Tin Teak Percentage 

1867 41.1 — 15.6 — 56.7 
1890 69.7 — 11.1 5.5 86.4 
1903 71.3 — 6.4 10.4 88.2 
1906 69.1 — 11.0 11.2 91.3 
1909/10 77.6 — 7.8 6.4 91.9 
1915/16 70.1 — 15.9 3.9 89.9 
1920/24 68.2 0.8 8.6 4.5 82.1 
1925/29 68.9 2.3 9.0 3.7 83.9 
1930/34 65.4 2.0 13.8 3.9 85.1 
1935/39 53.5 12.9 18.6 4.2 89.2 
Source: Muscat (1966:16) 

Thus, the period from the middle of the Nineteenth Century to the end of the absolute 

monarchy instituted an agricultural system of monoculture, and it was not until the end 

of the 1930s that another agricultural product began to figure as part of the export 

economy (see table 3.3). This monocultural development was contingent in that the 

process was dependent on the interaction of social forces and classes internal and 

external to Siam. In Thailand a social formation dominated by rice production had 

developed by the 1900s which incorporated peasant producers, Chinese merchants, 

Chinese proto-industrial capital, a landlord class of nobles, international traders and the 

world economy into the social relations of production. This general social 

formation laid the groundwork for the dominant fractions of capital which would emerge 

in a later period in Thailand (Suehiro 1992).  Yet, the emergence of a diversified 

commercial and industrial sector did not occur until the 1960s. In fact, agriculture 

remained the primary economic activity until the middle of the 1960s. This lack of 

industrial development was not ‘delayed’ by a suffocating bureaucracy (as suggested by 

the bureaucratic-polity theorists) since Thailand, at the beginning of the Twentieth 

Century, had seen the emergence of industrial and commercial activities in the form of 

the Siam Commercial Bank, the Siam Cement Company and the Siamese Steamship 

Company. However, Siam’s openness to the world economy, resulting from its 

Bowring Treaty obligations and the interests of its local elites, meant that industrial 

enterprises could only succeed where particular interests could intervene. Thus, the 

Siam Commercial Bank and Siam Cement both prospered due to local support, 

whereas the Siamese Steamship Company failed as it possessed no governmental 
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protection against foreign competition (Brown 1988:177-178). As Bernard (1996:659) 

notes, 

…a combination of world order pressures in the form of unequal treaties combined with the 
domestic class structure to create several long-term structural features of Thai political 
economy: external [trade] dependency; a merchant bourgeoisie caught between both the 
state and foreign capital and a proclivity of the Thai state toward fiscal conservatism. 

While the end of the absolute monarchy did signal substantial changes in socio-political 

structures and the world depression drove export prices downwards as demand 

contracted, the activities of agricultural producers remained relatively unchanged. 

However, the major social class to lose from the end of the absolute monarchy was the 

nobility (sakdina class), and in the rural arena this strengthened the position of the 

merchant class of mainly Chinese traders. This process helped propel five family 

groups (Wanglee, Bulasuk, Bulakun, Iamsuri, Lamsam) of Chinese descent to 

dominance of the rice trade through the 1930s and 1940s. These groups differed from 

the earlier class of Chinese merchants which had prospered with the sakdina class at 

the end of the Nineteenth Century through tax-farming concessions. They had entered 

the rice-milling industry independently and were not tied to the fortunes of the sakdina 

class as its economic significance declined. These new families were generally 

second and third generation Siamese-born Chinese and their processes of capital 

accumulation had resulted from international trade and local trading activities (timber, 

alcohol, agricultural inputs, silk). By 1938-39, and after the shake-up caused by the 

world depression of the early 1930s, these family groups came to hold a 44 percent 

share of rice milled in Thailand. These families subsequently extended their interests 

into other related sectors “such as banking, insurance and shipping. They also 

engaged in the direct export of milled rice through their own overseas branches located 

in China, Singapore, Indonesia and Europe” (Suehiro 1989:110-120). 

Outside the agricultural arena there were other changes to the structure of the 

economy, though these generally resulted from activities associated with the 

agricultural sector. The bulk of export revenue was still derived from rice, though the 

construction and banking sectors did increase their economic contributions through to 

the end of the 1930s. Coupled with completed trade negotiations of the 1920s and 

1930s, Thailand was able to offer infant industries relative protection (Hewison 

1989b:33). Between 1939 and 1950, the share of GDP from manufacturing rose from 

9.9 percent to 12.6 percent (Hewison 1989a:72). 
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Two events during this time further increased the importance of the Chinese-Thai 

business groups within the economy: the Japanese occupation of Thailand during 

World War Two and the success of Chinese revolutionary forces in 1949. While the 

Japanese had suppressed and arrested members of the Chinese community during the 

occupation, European interests in Thailand were expelled, and when “the Europeans 

returned to Thailand [after the War], they found that major industries, especially in the 

commercial and financial sectors, that they had previously controlled were now 

dominated by either the Chinese or the Indians” (Suehiro 1989:154).  The impact of the 

Chinese revolution ended remittances by Chinese-Thais and encouraged the 

reinvestment of those funds previously earmarked to leave the country. Moreover, 

these trends dove-tailed with the general framework of Keynesian state management 

which encouraged the development of home-based industries. In the wake of the end 

of the absolute monarchy, economic policies tended to emphasise the nation, as 

against royal interests, as the primary focus for development. In the 1930s, notions of 

national self-sufficiency became part of elite discourse on trade policy as state-

sponsored industrial expansion began, often in areas related to the agricultural sector. 

During World War Two economically-nationalist sentiments and enterprises (which, 

inter alia, ‘conveniently’ paralleled Japanese matériel needs) were actively promoted 

(Brown 1991; Hewison 1989a:66-67, 71-72).  In the rural sector increased spending on 

canals and railways further expanded areas under production, although there was little 

impact on productivity, continuing the trend begun in the late 19th Century. Tariff 

protection of the sugar industry allowed the area under crop to quadruple between 1948 

and 1957 to 140,000 hectares (Hewison 1989a:87).  Finally, in the late 1940s the Thai 

government imposed a series of export taxes and premiums on rice, the proceeds of 

which were used to fund industrialisation programmes. Through to the mid-1960s 

export taxes on rice accounted for no less than 10 to 15 percent of total state revenues 

(Elliott 1978a:103). The outcome of all these processes was that throughout the 1950s, 

investment in agriculture remained marginal since the government was heavily 

promoting industrial expansion, and as the rice export tax kept the cost of Thailand’s 

basic food-stuff low, labour costs also remained low. Additionally, as Andrew Turton 

(1989a:61) notes: 

by keeping the domestic price of rice low and favouring oligopolistic rice exporters, 
government policies assisted a massive transfer of wealth from the paddy producers: in 
1951 rice producers are estimated to have received about half the paddy price they probably 
would have received in the free market. 
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The world commodities boom resulting from the Korean War increased the importance 

of rubber within the export sector, and while driving limited agricultural diversification, 

rice and rubber still accounted for two-thirds of export earnings by the late 1950s, thus 

preserving a situation little different from the 1930s. However, the end of the Korean 

War saw commodity prices fall, producing poor returns for exports and further 

encouraging government policy to favour urban industrial expansion and the creation of 

a larger internal market (Elliott 1978a:104). 

Despite early attempts at representative democracy in the period following World War 

Two, the army had become firmly established as the leading political force in the 

country as a result of coups launched in 1947 and 1951. While the army remained 

ethnically ‘Tai’, it attempted to indigenise the business sector, but rather than engage in 

direct expropriation, the army sought to participate in the Sino-Thai business groupings 

and create parallel public enterprises. As Suehiro describes (1989:137-138), 

…[this] was basically carried out in two ways, the incorporation of new firms sponsored by 
the state or the army and the reorganisation of the structure of ownership and directorship 
of existing Chinese-owned firms. In both cases military leaders and other officers were 
invited to become board members and share-holders…Although several distinguished 
Chinese families formed giant business groups by the early 1950s, it was impossible for 
them to continue and develop their enterprises without the political patronage of the military 
command. In this sense, the dominant capitalists in the 1950s were comprised of the 
army, the politico-bureaucrats, and their Chinese business collaborators, and they were all 
consolidated into a system of capitalism. 

This created the impetus for a sizeable (re)expansion of the state sector in the form of 

public companies. Yet, the difference between the initial expansion undertaken in the 

1930s and the processes embarked upon in the 1950s was that in the 1950s, a much 

larger number of enterprises were started and tighter controls and restrictions were 

placed upon Sino-Thai activities.  By 1960 there were 100 state and public enterprises, 

37 of which were established between 1953 and 1956. These state industrial 

enterprises were mainly grouped in areas associated with the agricultural sector or 

primary commodities: liquor distilleries, paper mills, sugar refining mills, gunny bag 

factories and bamboo products factories. However, it was tobacco which generated 

the vast bulk of profits within the state sector (60 percent in 1951), while in 1959 four 

industries (tobacco, cement, sugar and liquor) accounted for 86 percent of total 

manufacturing value-added. These industries were dominant principally because they 

required relatively simple production processes, took advantage of established internal 

markets and were able to source local raw materials. Those industries which required 
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imported technology and were capital intensive (such as steel, glass, textiles and 

batteries) contributed only fractionally to the state sector, and marginally to the overall 

economy (Suehiro 1989:138-140). 

Even so, between 1951 and 1958 the share of GNP from agriculture fell from 50.1 to 

40.7 percent, and while the agricultural sector grew at around four percent per annum

between 1950 and 1958, for a similar period the economy as a whole grew at five 

percent (Hewison 1989a:77-78).  Thus, the agricultural sector, even with the stunted 

development occurring within the state sector, began to lag behind industrial 

development. This was reinforced through the prevailing consensus of international 

institutional development opinion which took the view that small-scale agriculture was 

inefficient in a ‘modern’ economy. With little incentive to increase productivity in the rice 

sector, as there continued to be lands open for expansion, agricultural areas were 

provided with little more than basic infrastructural investments (Girling 1986). 

Therefore, the political dynamics of Thailand weighed heavily against the possibility of 

rural dwellers raising their concerns for social investment in the countryside, let alone 

social justice. At the same time the role of the military grew within Thai society, in part 

through as a result of its linkages to economic activity and in part through US support to 

Thailand in the form of aid and assistance.2  Given this environment of increasing 

authoritarianism it is quite likely that the relative neglect of the agricultural sector in 

favour of industry could have continued indefinitely but for two events that gained 

prominence in the late 1950s and early 1960s: the beginnings of the Vietnam War and 

the emergence of sporadic rural rebellion in the form of the armed struggle campaign 

launched by the CPT. 

Rural Rebellion and Agricultural Diversification 1958-1973 

In 1957 and 1958, two coups led by Field Marshall Sarit overthrew the previous regime 

of Phibun.  Sarit sought an almost immediate reorientation of Thai society drawing on 

nationalist themes in the cultural arena to legitimate his ascendancy, and placed 

Thailand within an authoritarian dictatorship, dissolving the constitution and national 

Starting as early as 1946 direct US military and economic aid flowed to Thailand, with over 
US$500 million received between 1949 and 1961 and over US$125 million from US-dominated 
international organisations such as the World Bank in the same period (Thompson 1975:16-17). 
David Wyatt (1984:272) acknowledges such aid programmes helped strengthen the ability of 
Thailand’s military governments, “to coerce the civilian population.” 
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assembly and banning strikes, political parties and unions (Unger 1998:62).  As a 

consequence of encouraging state-owned industries the Phibun regime had inculcated 

massive corruption between the military and business groups, creating an environment 

unfavourable for private and foreign investment (Kolko 1988:61; Suehiro 1989:151-152). 

The Sarit regime set about a significant reappraisal of Thailand’s industrial policies, 

preferring private (foreign and local) capital investment and long-term planning. The 

political manifestations of this period deserve attention for they cannot be abstracted 

from the context in which decisions on economic policy were made. For example, 

Sarit’s regime represented a competing clique which sought to destroy the economic 

base of state-owned enterprises from which Phibun’s supporters had prospered.  To 

this end, “the new government strictly regulated the expansion of existing state 

enterprises and prohibited state participation in commercial and industrial sectors 

where it might be expected to compete with private capital” (Suehiro 1992:50).  Hewison 

(1989a:93) also argues that the Phibun regime lost favour with Thailand’s bourgeoisie 

due to its poor economic management of inflation and the misuse of state enterprises, 

which had constrained private investment activities. Furthermore, Sarit was much 

more amenable to US institutional aid and assistance (Anderson 1977). While a 

number of programmes had developed in the 1950s, it would be during the Sarit period 

that US assistance would come to play a fundamental role in the economic 

transformation of the country. Writing of the 1960s Benedict Anderson (1990:38-39) 

notes that, 

never in its history had Siam been so deluged with external economic resources—the result 
not merely of American capital investment in military bases and strategic infrastructural 
development, but also of direct American aid to the Thai regime, and substantial Japanese 
and American private investment in a low-wage, union-free society. 

Between 1958 and 1967, US$797 million in direct economic and military aid was 

channelled to Thailand (Wyatt 1984:284). However, such figures only paint a partial 

image of the impact of aid since Thailand had become the primary support-base for the 

US-led war in Vietnam. By 1968 the combination of funds pumped into Thailand as a 

result of aid, US soldiers on leave and exports to South Vietnam, inter alia, combined “to 

be equivalent to about 45 percent of Thailand’s exports and constituted upwards of 8.5 

percent of GNP,” with total spending between the mid-1950s and 1976 nearing US$3.5 

billion (Stubbs 1994:368-369).  While it is clear that not all of these funds were destined 

for productive or long-term investments, such a level of outside support undoubtedly 

facilitated economic expansion. As Alasdair Bowie and Danny Unger (1997:135) note: 

84 



Chapter 3 Agricultural Restructuring in Thailand 

between 1966 and 1971 US military aid along with World Bank loans provided some one-
third of public capital spending. Increasing US military spending in Thailand after 1965 
helped boost the construction sector through the 1960s. Foreign loans allowed Thai 
officials to expand public investment without engaging in inflationary spending or external 
borrowing. 

The presence of foreign private capital also increased with Japanese direct investment 

rising to US$130 million for the period 1967 to 1972, as compared with just US$41 

million between 1951 and 1966 (Hewison 1989a:107). 

These external conditions provided the necessary framework for the Sarit regime’s 

modernising vision. The promotion of foreign investment led to changes in investment 

laws, most notably the Promotion of Investment Act (1960) which established the Board 

of Investment (BoI).  This act ensured that nationalisation of private assets could not 

occur and guaranteed a series of tax-holidays and incentives for investment. In 1962 

the Act was revised to allow greater privileges, including tariff-free capital and material 

imports, increased repatriation allowances and further independence for the BoI 

(Hewison 1989a:105-106, 1997:102).  Other important institutional changes included the 

creation of the Industrial Finance Corporation of Thailand and the National Economic 

and Development Board (later the National Economic and Social Development Board), 

which coordinated and set five year plans, and the repeal of laws limiting levels of land 

ownership (Balassa 1991:183; Hewison 1989a:129; Unger 1998:63).  Yet, these 

changes, coupled with tariff protection and the promulgation of ISI policies, had their 

most significant impacts within the industrial sector.3  Those industries which previously 

remained limited in their scope because of shortages of technology and capital grew 

rapidly; in particular, textiles, auto-assembling, electrical appliances, secondary steel 

products and food processing. Employment growth in the manufacturing sector saw 

concentration in larger firms, with the proportion of employment in firms of 100 persons 

or more increasing from 47 percent in 1963 to 72 percent in 1970 of all manufacturing 

employment (Suehiro 1989:184-185).  Between 1960 and 1969 agriculture’s share of 

GDP declined from 38.1 percent to 30.5 percent, while manufacturing increased from 

13.1 percent to 16.4 percent and construction from 4.9 percent to 6.8 percent (Marzouk 

1972:88). Given such rates of investment, aid, capital inflow and redirected state policy, 

It should be emphasised that ISI policies developed at this time differed from the state
industrialisation schemes promoted under Phibun, in that ownership was located clearly within the 
private sector, with the state-ownership of public utilities (electricity, telecommunications) being 
the only major state industrial activity (Suehiro 1989:190). 
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Thailand experienced average GDP growth rates of 7.3 percent for the period 1961

1966 and 7.2 percent for 1967-1971 (Suehiro 1989:182).  Increasingly, the class of 

entrepreneurs which prospered during the 1960s was different from that of the 1950s. 

While access to military patronage remained important, it was no longer of over-riding 

concern, as foreign capital, advanced technology, capacity for capital mobilisation and 

efficiency in management became the dominating concerns for those running the newly 

emergent enterprises (Suehiro 1989:191). It is within this context of radical economic 

and social transformation that changes to the Thai countryside can be understood. 

The initial elite response to the emergence of rural rebellion in mid-1965 under the Thai 

Patriotic Front (later the People’s Liberation Army of Thailand) was to interpret the 

phenomenon as an externally generated threat (Turton 1978:132).  The extent to which 

US hegemony shaped Third World interpretations of an insurgent monolithic 

communism cannot be underestimated, nor can the impact of modernisation and its 

economic policies be divorced from this process. This amounted to making the 

countryside more strategically accessible through the construction of roads and 

supporting the diversification of agricultural production in order to encourage 

commercialisation of the sector, with particular attention paid to the Northeastern region 

of Thailand.4  However, the predominant tendency was to perceive rural insurgency as 

a ‘security’ problem rather than one which had its roots in genuine grievances 

(Wongtrangan 1984:137-138). 

Diversification of agriculture had been a goal of international aid policy and was widely 

recommended by a number of advisers to the Thai government (see IBRD 1959; 

Muscat 1966). This process of modernisation was a means to increase revenues to 

fund and create the conditions for continued urban industrialisation, as such policies 

were seen to increase food and labour supplies, offer an increased market for industrial 

output (tractors, fertiliser etc) and increase domestic savings and foreign-exchange 

earnings (Krongkaew 1995a:43-50).  Additionally, the rural rebellions, concentrated 

primarily in the Northeast and South, but also in the North, attracted not only 

government attention, but also international assistance to the Thai government from US 

public and private institutions. In this regard the founding of the Bank of Agriculture and 

4 The First (1961-66) and Second (1966-71) Economic and Social Development Plans devoted 20 
and 30 percent, respectively, of their budgets to road building (Elliott 1978a:109). 
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Agricultural Cooperatives (BAAC) in 1966 was indicative of attempts to supply credit 

and encourage diversification. Further, from the beginning of the 1960s there was 

evidence that limited diversification (that is, the first wave of diversification, as noted 

earlier) had occurred through the expansion of maize, cassava, kenaf and sugar crops, 

although rice continued to prevail in production and export terms (see tables 3.4 and 

3.5). The economic boom helped expand the banking sector, facilitated investment in 

rural areas and created some opportunities for agribusiness outside the rice sector. 

Also of influence were private and semi-private institutional aid programmes by the 

Rockefeller Foundation and the International Rice Research Institute (IRRI), which 

sought to bring ‘Green Revolution’ technologies, in the form of high-yield rice varieties, 

to Thailand and provided sponsorship schemes which trained Thai agriculturalists at US 

universities (Doner 1974).  The result of these activities was that between 1958 and 

1971 the proportion of land planted to crops other than rice (mainly maize, cassava, 

sugar-cane and kenaf) increased from 17.6 percent to 31.8 percent (Hewison 

1989a:131). However, diversification was underpinned by favourable world prices in the 

1960s and the failure of rice yields to dramatically improve even with the ‘help’ of the 

Green Revolution, indicated that moves away from the rice economy tended to be 

uneven, regionally concentrated and certainly incomplete (Keyes 1987:158; Silcock 

1970; Turton 1989a:56-57).5  In conjunction with these considerations the amount of 

land which could be brought under production was declining. The 1950s and 1960s had 

witnessed declining rice yields and as before, production was maintained by expanding 

the area under crop (Hirsch 1990). This process simply could not continue once the 

limits to land were reached. For the class of merchants involved in the agricultural 

sector, these circumstances posed particular problems since a continuation of existing 

trends implied that there would no longer be any potential for expanding trading 

opportunities. 

5 Between 1964 and 1969 rice production increased from 10.1 million tons to 12.3 million tons, but 
according to the USDA, 89 percent of the change in production was due to increases in area, 
rather than yield (Janlekha 1975:19). 
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Table 3.4 Production of Selected Crops, Thailand 1955-1965 

1955 1960 1965 

Rice 
Sugar Cane 
Coconuts 
Maize 
Cassava/Tapioca 
Pineapples 
Castor Beans 
Kenaf 
Groundnuts 
Tobacco (Dry Leaf) 
Mungbeans 
Cotton 

7,334a 7,789b 9,219 
2,699 5,383 4,463 
1,225 1,551 — 

67 544 1,021 
155c 479 578 
91d 256 301 
16 194 — 
10 184 521 
93 152 — 
55 73 76 
36 60 125 
25 46 60 

a Production year 1955/56
b Production year 1960/61 
c 1956 
d 1957 
— data not available.
Figures are 1,000 Metric Tonnes 
Sources: Marzouk (1972:149); Moore (1974:562) Muscat (1966:83); Silcock 

(1970:92-96). 

Table 3.5 Principal Agricultural Exports as Percent of Total Exports, Thailand 
1958-1968 

1958 1968 

Rice 46.0 27.6 
Rubber 20.6 13.3 
Maize 2.8 12.0 
Tapioca/Cassava 3.0 5.6 
Jute and Kenaf 1.1 4.9 
Tobacco 1.3 1.5 
Mungbean 0.4 1.0 
Shrimp — 2.0 

Main Agricultural Exports 75.2 67.9 
as % of Total Exports 

Source: Hirsch (1990) 

Thus, there are four factors which shaped agricultural restructuring during this period; 

(1) the necessity to confront strategic problems in the countryside, (2) the presence of

US aid and the dominating institutional influence of modernisation (ie the policy of using 

agriculture to sponsor urban industrialisation), (3) the possibility of better prices for 
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alternative crops due to the artificially low prices for rice and (4) the near closing of the 

land frontier. These all clearly drove increasing diversification by the late 1960s. One 

without the others would probably have delayed the adoption of policies to further 

encourage diversification by at least a decade. Once again transformations within Thai 

agriculture occurred within historically specific circumstances which produced forms of 

production related to the international environment as much as to local political and 

social conditions in the Thai countryside. Before examining the social conditions of the 

countryside it is worth briefly examining the four most important agricultural sectors 

which developed during this period: sugar, maize, cassava (tapioca) and kenaf.  These 

crops were important since they represented the expansion of agricultural commodities 

for industrial inputs, specifically in the form of animal feeds and food packaging. 

Sugar was produced in Thailand prior to the 1850s but not until the 1930s did direct 

government intervention occur through the construction of two refineries. In line with the 

Phibun regime’s state industrialisation policies, the number of refineries grew from 21 to 

48 in the eleven years to 1959 (Hewison 1989a:138).  Importantly, after a series of 

fluctuations in world prices during the 1950s, the Thai government banned the 

importation of sugar in 1961 in order to guarantee the domestic market for Thai 

producers, subsequently providing the protection necessary for industry expansion 

(Hewison 1989a:139; Silcock 1970:95).  In 1969 the Thai government ended the 

Thailand Sugar Corporation’s monopoly on exports thus increasing domestic 

producers’ access to the world market. For the period through to the mid-1970s, sugar 

exports enjoyed major growth, finding markets in Japan, Singapore and the United 

States. The structure of the industry as it developed was an amalgam of elite interests 

(financial, industrial and agricultural capitals) and state investment, which operated in 

oligopolistic fashion, with two companies controlling half of all exports through the 1970s 

(Hewison 1989b:92-93). 

‘Sweet’ maize (ie edible for humans) was grown in Thailand prior to World War Two but 

during the 1950s the area under crop was expanded, especially in the Northeast, 

following government initiatives to encourage crops more suited to drier climates 

(Silcock 1970:83).  In the late 1950s US aid programmes introduced the Guatemala 

type of ‘hard’ maize suitable for stock feed. In 1959 in Nakhon Sawan province 

approximately four-fifths of maize harvested was the ‘sweet’ variety, yet by 1964, with 
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the province accounting for a little over one-quarter of Thailand’s crop, all the maize 

harvested was of the ‘hard’ variety (Silcock 1970:85).  The expansion of the crop was 

driven by international demand in the early 1960s for animal feeds, particularly from 

Japan initially and later countries in Western Europe. In addition, the rice premium 

lowered the returns available to farmers, thereby making maize more attractive with its 

lower labour inputs (Silcock 1970:85-91).  By the mid-1960s over 90 percent of the 

maize crop was being exported and the commodity had become Thailand’s third most 

valuable export (Elliott 1978a:107; Moore 1974:570). 

Cassava (or tapioca) is believed to have been introduced into Thailand by Chinese 

merchants from Malaya, although there are not adequate records of its production until 

the mid-1950s. From 1958 through to 1963 the area under crop increased threefold 

while production increased fourfold (Silcock 1970:94).  Japan and the United States 

became major markets for cassava exports in the form of industrial starch and later 

European countries became important as markets for animal feed pellets. By 1967 

Thailand was exporting more than 100 percent of its annual production as a result of 

stockpiling in the first part of the decade and the commodity had produced a sector 

containing 600 mills with at least six export firms in Bangkok (Elliott 1978a:106-107). 

Jute, kenaf and other fibre crops were part of the subsistence economy for textile 

purposes and rope making prior to the Nineteenth Century. By the late 1950s kenaf 

production for commercial purposes had spread through the Northeast for similar 

reasons to maize: the crop required less water and was well suited for local conditions. 

Significantly, kenaf was a major input for the rice industry since it was the material used 

for the making of rice sacks. The industrialisation policies of the Phibun era led to the 

construction of three state-owned gunny-sack factories between 1949 and 1953. This 

created a minor demand for kenaf as the crop became an important industrial input in 

the rice milling process. The Thai government placed a ban on the importation of kenaf 

thus protecting the market for local producers. Further production was encouraged in 

the early 1960s when world prices climbed substantially, and by 1965 production 

reached 521,000 metric tonnes, up from just 10,000 metric tonnes in 1955, with almost 

two-thirds of the crop being exported (Elliott 1978a:107; Silcock 1970:77-80). 
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Thus, the 1960s saw diversification within the agricultural sector, but in many cases 

such changes were of limited benefit in terms of the social position of those in the 

countryside. While Thailand was able to maintain and extend the economic benefits 

from exporting a wider range of primary commodities, this was premised on favourable 

world prices and an environment of significant foreign stimulation to the industrial and 

service sectors of the economy. Adding to the incompleteness of diversification, the 

relations of production within non-rice crops tended to remain the same as in the rice 

sector; that is, generally all these crops came from small-holder agriculture where 

producers retained a relative degree of control over the aspects of production, 

notwithstanding their financial arrangements such as debt. As Philip Hirsch notes 

(1990:6), “it is important not to exaggerate the level of independence that small-holders 

have under such arrangements, but nevertheless capital…[did] not play an immediate 

or supervisory role.” Yet, this limited independence did not shield rural inhabitants from 

increasing inequality. Between 1962 and 1970 the income position of rural inhabitants 

declined relative to urban dwellers, with inequality decreasing rapidly in urban areas 

while becoming marginally worse in the countryside (see figures 3.1 and 3.2). While 

there is not space to fully explore this phenomenon, it was obvious that there was also 

an increasing differentiation occurring in the countryside, especially in terms of access 

to land. The 1958 repeal of the 50 rai (eight hectare) limit on landholding facilitated a 

concentration of land ownership. Thus, by the early 1970s 48 percent of agricultural 

households accounted for only 16 percent of cultivated land (Turton 1978:111). 

Furthermore, the income gap between those in urban areas and those in the 

countryside steadily increased, with the Northeast lagging behind the rest of the 

countryside (Feeny 1990; Prasert 1987).  Finally, corruption within the rice sector 

became rampant as government officials appropriated funds earmarked to purchase 

rice for price-stabilisation (Turton 1978:115).  These conditions helped contribute to a 

situation where rural poverty was very high (approximately 75 percent) and animosity 

towards the central government and its representatives peaked. In this context the rural 

insurgency gained many supporters (Girling 1996:49). 
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Figure 3.1 Income Share, Urban Areas, Thailand, 1962/3 and 1970 
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Source: Marzouk (1972:95) 

Figure 3.2 Income Share, Rural Areas, Thailand, 1962/3 and 1970 
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Therefore, for this period between 1958 and 1973, agriculture and the countryside 

represented, for Thailand’s planners, a ‘technical’ and ‘strategic’ problem, rather than a 

social one. The ‘solutions’ to this problem were based within a framework of raising 

yields and ‘fighting’ communism with the industrial expansion of the 1960s, 

marginalising agriculture even more than it had at the end of the 1950s. By 1974 the 

government was spending only six percent of total public expenditure on agriculture 

(Turton 1978:107).  It would take the expansion of the rural rebellion in the mid to late 
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1970s to drive home the need for the intensification of agriculture that would 

subsequently thoroughly commercialise and diversify the agricultural economy. 

Before discussing the industrialisation of Thai agriculture it is worth making a comment 

on the role of the Cold War during this period. The argument presented here is that the 

Cold War was fundamental in driving the need for industrialising the countryside and 

subsequently for providing the means by which to do this. It is, however, important to 

distinguish between a fundamental role and a determining role. If the Cold War acted 

as a determining mechanism, then irrespective of Thailand’s internal conditions the 

industrialisation of the countryside would have occurred and those patterns would have 

been replicated region wide. That is not the argument being presented here. Quite 

clearly the ramifications of the Cold War had very diverse effects on the rural areas of 

Vietnam, the Philippines, Malaysia and Indonesia. What the Cold War did provide was a 

context through which local conditions and events had to be negotiated. In this sense 

the manifestations of rural insurgency, the previous productive structures of agriculture 

(viz small-holder), the predominance of the rice economy and the emerging bourgeois 

classes associated with industrial, commercial and financial capital all influenced the 

ways in which the Cold War was played out within Thailand. But the Cold War made it 

possible for particular classes to flourish and oriented the economy in particular 

directions. While for the 1960s agriculture remained marginal in terms of investment 

(whether foreign or local), it was initially Thai firms, in particular the CP Group (see 

below), which were to take advantage of the newly emerging commercial possibilities. 

That they were able to do this is no doubt the result of the environment created by the 

Cold War in the 1960s, which expanded the banking, construction and industrial 

sectors. But, at the same time, there were relatively few commercially interested 

parties in the rural sector other than Thai capitalists (Suehiro 1989:268).6  In this sense, 

the conditions for investment in the rural sector became increasingly attractive in the 

1970s but once again, there was not any inevitability about this process. 

6 Between 1970 and 1980 only one percent of foreign investment went into the agricultural sector 
(Hewison 1989a:113). 
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Pacification, Agri-Industrialisation and Regional Integration 1973-1997 

Benedict Anderson (1990) has compared 1973 in Thailand with 1789 in France: the 

14th of October signalling the beginnings of Thailand’s bourgeois revolution.  The extent 

to which this heralded a long-term democratic opening is certainly problematic, but what 

is clear is that 1973 represented a breakthrough politically for Thailand’s business 

classes and the aftermath of 1976 was the prelude to a historic victory over the 

possibility of state-socialism in Thailand. The brief three year democratic period has 

been discussed elsewhere, as have the strategic reasons for the failure of the rural 

insurgency (see chapter 2); however, it is important to place the uprising in the historical 

context of the beginnings of intensive industrial and commercial agriculture in Thailand. 

The coup of 1976 swelled the forces of the PLAT to such an extent that by 1978 many 

commentators on the left were sure that Thailand would soon be the next socialist state 

in Southeast Asia (see Caldwell 1978).7  While this did not come to pass, a number of 

shifts during this period with regard to military policy towards rural areas, indicated a 

significant reappraisal of strategy. What characterised the Thai military’s analysis until 

the late 1970s was the perception of the CPT as engaged in criminal and terrorist 

activities with counter-insurgency the primary response (Wongtrangan 1984:138, 163). 

This shifted as a number of military ‘reformers’ sought to, “not only neutralise the CPT 

militarily but stimulate economic development in the countryside and demonstrate a 

military concern for local people’s material needs” (Tarr 1991:36).  Thailand’s military 

reformers sought to play the ‘hearts and minds’ gambit and to a certain extent the 

process worked. Of course, the ideological divisions within the CPT and its substantial 

loss of forces after 1980 must be considered paramount in conceptualising the failure of 

the rural insurgency, but the contribution of modernisation policies in the countryside 

should not be discounted. For the first time rural areas were the subject of intense 

development planning, rather than security measures (such as assassination8), as the 

resources of the NESDB and the Ministry of Agriculture and Cooperatives were oriented 

towards agri-industrialisation.  Furthermore, the army played a significant role in 

regional policy in the Northeast, where it sponsored the Green Isaan project during the 

1980s, which was aimed at, inter alia, poverty reduction, community health, increased 

7 Although those on the left were not alone in predicting a socialist victory: the CIA station chief in 
Bangkok felt the same way in early 1977 (see Anderson 1993:7). 

8 See Anderson (1990) for an historical analysis of the role of assassination in Thailand. 
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irrigation and attempts to halt logging (Supreme Command Headquarters 1989; Yang 

1990). Before examining the details of these policies it is worth explaining the reasons 

behind their emergence. 

Clearly, the success of national liberation movements in Indochina gave strength to the 

insurgency in Thailand. For Thailand’s military government, the lesson of Vietnam was 

that the counter-insurgency policies of the United States had failed to stem rural 

rebellion. At a broader level development institutions such as the World Bank began to 

articulate in the early 1970s a less technocratic approach to development which 

examined social structures and power, albeit in an extremely limited form, and began to 

consider issues of land reform (McNamara in Girling 1986:192).  Such realisations were 

far from radical and were marked by the slowness by which these institutions came to 

such ‘insights’, but they were important shifts which could begin to address some of the 

causes of rural insurgency. Of course, neither Thailand’s military government was 

offering an immediate return to democracy nor was the World Bank encouraging the 

democratic redistribution of resources; their responses resulted from the political crisis 

of their own legitimacy in the 1970s.9  Given the success of the revolutions in Indochina 

the stakes were much higher for Thailand’s elite and the sense of urgency greater, 

which helps to explain, but fails to justify, the authoritarian cruelness and reactionary 

nature of the Thanin Kraivichien regime (1976-1977) with its sponsorship of the murder 

of peasants, trade unionists and students. However, the subsequent regimes of 

General Kriangsak Chomanan (1977-1980) and General Prem Tinsulanonda (1980

1988) sought to moderate military behaviour in conjunction with the use of agrarian 

development policies and acknowledge the grievances of the rural population as 

legitimate. 

Industrial growth drew populations into cities (mainly Bangkok) with the proportion of 

rural dwellers to total population declining from 76 to 70 percent between 1975 and 

1990. Overall, poverty declined from 42 percent of the population in 1968/69 to 21 

percent in 1988 (see table 3.6). However, disparity and income inequality between 

urban and rural dwellers grew. In the mid-1980s it was estimated that a million farm 

9 On the (partial) crisis of legitimacy in the World Bank during this period see Leys (1996:12, 26) 
and of the general political crisis in Thailand see Anderson (1977). 
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Table 3.6 Incidence of Poverty by Region and Area, Thailand 1962/63-1988 

1962/63 1968/69 1975/76 1981 1988 

North 65 38 35 23 20 
Urban 56 33 31 23 13 
Rural 66 39 36 23 22 

Northeast 74 68 46 36 35 
Urban 44 46 38 36 19 
Rural 77 71 48 36 37 

Central 40 18 16 16 13 
Urban 40 23 20 24 7 
Rural 40 16 15 14 15 

South 44 40 33 21 19 
Urban 35 32 29 18 11 
Rural 44 40 33 22 22 

Bangkok 28 11 12 4 3 

All Thailand 57 42 33 24 21 
Urban 38 25 22 16 8 

Rural 61 45 37 27 26 
Source: Krongkaew (1995b:314) 

households (out of a total of five million) did not have clear title to their land (Siamwalla 

et al 1993:100). Between 1977 and 1982, the per capita income of the non-agricultural 

population grew from being 5.6 times greater than that of the agricultural population, to 

being 7.4 times greater (Chantachaeng 1988:17).  During the 1980s, levels of poverty 

increased marginally in the rural northeast and central regions and remained the same 

in the rural south. Rural household income saw little growth during the 1970s and early 

1980s and declined between 1981 and 1988 (Krongkaew 1995b:310-313).  In response 

to these problems the government took a growth-oriented (as opposed to redistributive) 

approach which sought to raise rural incomes through exports and increased 

commercialisation of agriculture. Agribusiness was identified by the NESDB Fourth 

plan (1977-81) as having significant growth potential, but the planners realised the 

sector would require adequate supplies of inputs, encouragement for high-value crop 

diversification and the decentralisation of agri-food processing facilities (Burch 

1994:168). These constraints aside however, Thailand’s planners were encouraged by 

the favourable possibilities: the commodities produced tended to be for export 

purposes; raw material inputs could be locally sourced; technology costs were 
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comparatively low; agribusiness was generally labour-intensive and thus could take 

advantage of rural surplus labour; and, farmers’ incomes could be raised (Suehiro 

1989:267-268). To this end further policy changes by the BoI and the NESDB helped 

stimulate agribusiness. Changes in 1972 and 1977 to the Investment Act allowed the 

BoI to extend investment promotion to agribusiness and provided increasing incentives 

for companies located outside the Bangkok metropolis, by designating areas as Zones 

1, 2 or 3 (Bangkok being in Zone 1), which would determine the level of benefits. 

Incentives included tax-free holidays, duty-free technology and raw material imports, 

exemptions from export, income and sales tax, tax credits for exports and infrastructure 

promotion (Poapongsakorn 1985:282).10  Meanwhile, the NESDB in its Fifth plan (1982

86) accorded agribusiness high priority, and by the mid-1980s, when Thailand was 

experiencing the consequences of severely low commodity prices, the Sixth plan (1987

1991) was supporting a thoroughly intensive, commercial agribusiness-led sector 

(Burch 1994:168; Hewison 1989a:131-134; Manarungsan & Sumanjindar 1992:12).  The 

Seventh plan (1992-1996) made explicit mention of contract-farming and sought its 

wide-spread promotion (NESDB 1992:37). These policies fitted with the thrust of 

international development opinion, which sought to promote export-oriented 

industrialisation. 

Further, external factors played an important role in stimulating agribusiness growth. 

While the first OPEC oil shock had created a primary commodities boom, the late 

1970s saw declining prices for Thailand’s major agricultural exports such as sugar, 

cassava and rice, generating an interest in alternatives to primary commodities 

(Hewison 1997:104).  In addition, the Japanese “food import complex” began to more 

thoroughly influence the Thai agri-food sector (McMichael 2000a).  While 1975 marked a 

strategic withdrawal of US forces from Indochina, linked to this was a withdrawal of US 

capital which was replaced by Japanese investment. By 1977 Japanese capital 

accounted for one-third of registered capital in Thailand, more than twice that of the next 

largest foreign investor, the United States (Goss & Pacheco 1999).  While Japanese 

10 In 1993 further changes to BoI investment policies which applied to Zone 3 were announced that 
included income tax exemptions and reductions for up to 13 years, exemptions on import duties 
for machinery and raw materials, double deductions on taxable income for water, electricity and 
transport costs and deductions for installation and construction of infrastructure and plant (BoI 
1999). 
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investment was concentrated in the trade, manufacturing and construction sectors, 

investment in agri-food industries did occur.  Starting as early as 1962, the Japanese 

sogoshosha Mitsubishi had taken a 49 percent stake in the Thai Pineapple Canning 

Industry Corporation with local partner Phiphattanakit (Suehiro 1989:328).  In 1963 

Mitsui took a 48 percent stake in the sugar refining Kumphawapi Sugar Company and in 

1969 took a 9.5 percent stake in a pineapple cannery, the Thai Fruit Canning 

Corporation (Suehiro 1989:329).  These initial forays into Thailand secured supplies for 

the growing demands of Japanese consumers. Significantly, the sogoshosha were 

able to source these commodities at cheaper prices than producing similar goods in 

Japan or importing from countries such as the US or Canada. However, the defining 

moment for the expansion of agribusiness was the beginning of poultry (chicken-meat) 

exports to Japan, originally begun by the CP Group. This marked an important 

transformation of the agricultural sector in Thailand as it pointed to commodities with 

significantly greater profit potential. Moreover, it signalled a realignment of the more 

powerful players within the sector. Whereas the rice milling and sugar refining groups 

such as Laemthong Sahakan, Kwang Soon Lee and Soon Hua Seng had dominated 

through to the early 1970s, it would be the emergence of vertically-integrated and value-

added agri-food production which would see agribusiness conglomerates that 

embraced retailing, trading, production, marketing and much more. The significance of 

these changes was not just that there was a move into more profitable commodities, 

but there was a concomitant move into activities previously regarded as discrete from 

agribusiness. In this regard the Charoen Pokphand (CP) Group (shrimp, poultry, feed 

milling, petrochemicals, telecommunications, property development), Metro 

(Srigrungwattana) Group (supermarkets, fertiliser) and Betagro (Hong Yiah Seng) 

Group (feed milling, poultry) stand out (Suehiro 1989:268).  There was in fact only one 

group, Mah Boon Krong, which had made the transition from being a dominant player in 

the rice milling sector in the 1930s to join this new grouping of agribusiness 

conglomerates through its silo storage, property development and food retailing 

operations. The increased scope of these conglomerates was also signalled by 

interventions made into the political process in Thailand. For example, the chairman of 

the CP Group was closely associated with a leading general in the Thai army, Chavalit 

Yongchaiyut, who led the New Aspiration Party, which received campaign contributions 

from the CP Group, and who became Prime Minister from 1996 to 1997. 
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Table 3.7 Thai Poultry Exports 1982-1999 (US$millions) 

1982 1994 1995 1996 1997 1998 1999 

Japan 50.4 361.3 400.9 373.8 307.6 330.0 279.7 
Germany — 46.1 38.7 41.5 52.2 70.4 70.3 
Netherlands — 14.4 10.3 23.7 60.4 72.1 63.0 
Great Britain — na 3.3 16.8 23.3 43.7 66.4 
Singapore — 11.5 12.9 10.1 12.7 16.6 16.8 
Malaysia — na 1.3 4.0 5.4 3.3 4.2 
South Korea — na 0.3 1.2 4.3 4.5 9.9 
China — 2.6 2.8 1.3 1.6 4.4 3.0 
Others 2.0 14.3 19.7 6.7 14.8 17.1 16.6 

Total 52.4 450.2 490.4 479.1 482.3 562.1 529.9 

Total (Tons) 33,217 168,600 176,200 168,800 192,400 274,800 Na 

na—data not available 
Source: Department of Business Economics (1999) 

The initial status and rapid growth of poultry as Thailand’s first high-value processed 

food export was a reflection of these newly emergent conglomerates importance (see 

table 3.7). But also of importance was the use of contract farming as the organisational 

form for production. The examination of two of the major companies within the poultry 

sector, CP, the market leader, and Centaco, demonstrates the new mechanisms by 

which agribusiness groups were able exert influence throughout emerging agri-food 

complexes. 

The CP Group—The Pioneering Agri-Food Conglomerate 

The Charoen Pokphand (CP) Group was established by two Chinese brothers, Chia Ek 

Chiu and Chia Seow Whooy, in Bangkok in 1921, who opened a shop house in 

Chinatown, trading in seeds and other agricultural inputs (Burch 1996:331; Hewison 

1989a:143). From the 1950s the CP Group began feed milling and expanded rapidly 

when Dhanin Chearavanont (son of co-founder Chia Ek Chiu) took over the business in 

the early 1960s. In the late 1960s the CP Group moved back into the chain of 

production and, largely as a means of expanding its sales of animal feed to farmers, 

began to organise the contract production of poultry in a system of vertical integration in 

which the CP Group ultimately came to provide all the inputs (day-old chicks, animal 

feed, medicines, credit, extension services), and processed and marketed the outputs. 
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In this activity, CP was assisted by domestic political changes in the early 1970s. The 

collapse of the military regime in 1973 hastened the end of the government monopoly of 

livestock slaughtering and offered the company an important niche to fill (Hewison 

1989a:144; Suehiro 1989:230).  CP went into partnership with Arbor Acres (Thailand), a 

subsidiary of the International Basic Economy Corporation (IBEC), which was seeking 

overseas projects, partly because of limits to US domestic activity imposed by anti-trust 

laws (Ping 1982:88). In 1973, CP established the Bangkok Farm Company to purchase 

the chicken breed from Arbor Acres (Thailand), which in turn imported them from the 

US parent company. In the context of an industry enjoying very large rates of export 

growth (66 percent per annum between 1975 and 1985), CP emerged as the largest of 

the Thai companies engaged in poultry production, processing and marketing, largely 

because of its success in achieving remarkably high efficiency within its production 

systems (Gronski 1994:11; Suehiro 1992:57).  While initially accounting for 100 percent 

of Thailand’s poultry exports, the CP Group was quickly joined by a number of major 

agribusiness groups, such as Sri Thai and Centaco (see below), which structured 

contract production relationships in parallel to the CP model (see table 3.8). In general, 

this involved a Thai company linking with Japanese sogoshosha, and by the 1990s 

Itoman, Mitsubishi, Mitsui and Marubeni were all in sourcing relationships or joint-

ventures in Thailand (Manarungsan & Sumanjindar 1992:20; Poapongsakorn 1985:280). 

While CP’s share of exports declined, it still remained the leading exporter with 22 

percent in 1993, worth approximately US$76 million (CP Review 1994; Department of 

Business Economics 1997). Also, given the fact that feed accounted for 58 percent of 

total cost in poultry production and given CP’s status as the leading animal feed miller in 

Thailand (see below), it is easy to understand why it remained central to the poultry 

sector. CP’s dominance in this sector was also demonstrated by its ability to 

completely undermine the previous market structures of live poultry trade: between 

1968 and 1981 the number of wholesalers at Bangkok markets declined by over 50 

percent to 25 wholesalers as CP took a 44 percent stake in the live chicken trade by 

1981 (Poapongsakorn 1985:266, 297). 
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Table 3.8 Characteristics of Main Poultry Export Firms, Thailand 

Company Began Feedmill Contract Market Share Joint-Venture 
Exports Ownership Sourcing of Exports (%) Partnera 

1980 1993 
CP Group 1973 Yes Yes 44.9 22.4 Arbor Acres, Meiji 
Saha Farm 1975 l Yes 47.3 17.7 
Centaco 1981 Yes Yes — 8.2 Itoman 
Laemthong 1978 Yes Yes 7.8 u 
Sri Thai 1981 Yes Yes — 5.6 
Sun Valley 
GFPT 

u 
1977b 

Yes 
u 

Yes 
l 

— 
— 

8.4 
13.2 

Cargil 

Betagro 1980 Yes Yes — 7.8 
a Partner specified where company is known

b Year company founded.

u—unknown; l—likely


Sources: Burch (1994); CP Review (1994) Kompass (1997); Poapongsakorn (1985); 
Suehiro (1989); Personal Interview (1997) 

However, seeking enterprises beyond exporting, CP moved into retailing with the 

acquisition of a Kentucky Fried Chicken (KFC) franchise for Thailand. In 1997 CP 

operated 106 of the 160 KFC outlets in Thailand, thus accounting for approximately one 

quarter of the fast-food market (Bangkok Post 10 May 1997; The Nation 12 February 

1997). This allowed CP to act as the key supplier of poultry products to its KFC 

franchises, thus adding a further link to the chain of vertical integration. In 1996 CP’s 

retail activities included the operation of some 800 7-Eleven convenience stores and 32 

Chester’s Grill outlets in Thailand, which acquired all their poultry—and nearly all their 

other product lines—through the CP Group (Bangkok Post 7 March 1997; Burch 

1996:332; Burch & Goss 1999a:96; The Nation 30 June 1997; Woo 1995:28). 

Centaco—‘Piggy-backing’ to Success11 

Centaco, originally a Sino-Thai company, began operations in 1972 to supply the local 

market with broilers. The move into feed production was seen as a logical way of 

increasing revenue and further accessing markets. The input of Japanese capital in the 

early 1980s however, transformed Centaco into an export-oriented company.  Japanese 

investors provided 35 percent of the capital and technical assistance to guarantee a 

supply of chicken. In 1997 the Centaco (Central) Group comprised 12 companies 

All information contained in this section comes from an interview with David Santos, senior 
manager at Centaco, conducted in Bangkok on the 9th of June 1997. 
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covering the spectrum of inputs and outputs. Although not owning a retailing arm, the 

conglomerate operated a highly integrated vertical production system. The Centaco 

companies produce day-old chicks, deal in veterinary supplies, provide extension and 

technical services, mill feed for poultry, horses, swine and shrimp, process chicken, 

package products, operate contract farms, own farms and operate a transport network. 

Much of the growth within the company and its ability to vertically integrate production 

was the result of a joint venture project. The processing arm (Central Poultry 

Processing Co Ltd) was a joint venture with the Japanese Sumikin Corporation 

(forerunner to the Itoman Group or Nippon Meat), while the breeding stock was 

produced through a joint venture with the English company Ross. In addition the 

pharmaceutical company was in franchise agreements with US and UK based 

companies. 

During the late 1990s competition in the frozen chicken market for Japan was 

particularly intense with China and Brazil the two main competitors and the USA a 

distant third. In response to increased competitiveness Centaco sought to further 

process chicken through products such as spiced chicken, chicken nuggets etc. The 

company’s export shifted from what was initially a 90 percent Japanese market 

orientation to a situation in which 60 percent of the company’s exports went to Japan, 

with the remainder mainly going to Singapore and the European Union (a trend reflected 

across the industry, see table 3.7). In terms of the Thai market there were a few outlets 

for Centaco’s products.  It retained a number of key domestic accounts which were 

generally aimed at providing export (or near) quality chicken for airlines, hotels and 

chain stores (Centaco supplied some KFC stores—though it was most likely that it 

supplied to the KFC franchises of the Central Group department store chain rather than 

CP-run KFC outlets). In addition certain by-products (blood and skin) were sold within 

the Thai market. 

In 1993, Centaco held 8.21 percent of the frozen chicken export market, worth 

approximately US$28 million. As of 1997 the processing plant employed 1,100 people 

and the feedmill capacity ran at 40,000 metric tons per week of all types of feed.  The 

chicken processing plant operated two shifts a day running at 20 hours and producing 

120,000 broilers ready for export. The company owned nine farms which supplied 30 

percent of its monthly demand. The other 70 percent was met through contract 
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farmers. Contract farmers own the land and buildings, and purchase day-old chicks 

and feed from Centaco at a fixed price.  The company and MAC provide health care, 

though farmers must purchase Centaco pharmaceutical supplies.  Very occasionally 

the company would buy from the open market severe shortages occurred. At interview, 

a senior manager expressed the opinion that the idea to shift into contract systems was 

made in order to meet the high demand for poultry while limiting Centaco’s ‘exposure’ to 

over-investment through encouraging others to make the outlays for feed costs, 

buildings and rearing. All contract farms are within a 70 to 100 kilometre radius of the 

processing plant, with farm size ranging from 500,000 to 50,000 broilers per farm. 

Most of the feed inputs are imported, though if the same inputs could be bought in 

Thailand the company attempted to do so. However, local production could not meet 

demand and many products, such as corn, soy bean and fish meal, must all be 

imported. The company received tax rebates on its imports as the result of its export of 

poultry. The Group also received BoI concessions on the importation of equipment as 

the result of being in a Zone 2 area. At interview in 1997, a senior manager expressed 

little interest in the possibility of overseas expansion. 

Agrarian Transformation in the 1980s and 1990s 

While contract production had existed in Thailand prior to poultry production, the 

success of the commodity led to numerous attempts to radically increase its scope. As 

early as 1977 an unspecified feed company (most likely the CP Group) began contract 

swine production in Chachoengsao province, with growers provided the, “complete 

array of inputs and services, including land and credit for initial investment and working 

capital” (Poapongsakorn 1985:238).  By the early 1990s contract production in Thailand 

encompassed animal feed, swine, shrimp, cashew, asparagus, tomato, eucalyptus, 

baby corn, bamboo shoots, pineapple and mushrooms (Burch 1994).  The promotion of 

high-value commodities received extra stimulation from the depression-like conditions 

which confronted much of the rural sector in the 1980s. While poultry was clearly 

‘successful’, large sections of the rural economy remained marginalised. Through the 

period 1981 to 1988 regional rural incomes declined between 0.8 and 1.4 percent in real 

terms and agriculture’s contribution to GDP growth remained well below manufacturing 

and services, not managing to rise above two percent in the years between 1978 and 

1988 (Krongkaew 1995b:313; World Bank 1995:34-35).  Furthermore, the proportion of 
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farm households in debt rose from 27 percent in 1971 to 52 percent in 1996 (OAE 

1999). At the level of the national economy, the impact of structural adjustment under 

IMF and World Bank loans n the early 1980s (which included reductions in tariffs and 

removal of price controls), the need to service an increasing foreign debt and the 

devaluation of the baht by almost 15 percent, heralded an intensified export orientation 

(Bello et al 1998:11-12).  Finally, the major boom the Thai economy experienced in the 

late 1980s through to 1997 fundamentally transformed the position of agriculture within 

the economy. 

While in 1987 agricultural and agri-industrial exports and manufactures had accounted 

for roughly equal shares of total exports by value (44.7 percent as against 45.7 percent 

respectively), by 1996 this situation was very different. Manufacturing’s share of exports 

stood at 2.5 times that of agricultural and agri-industrial exports (64.7 percent versus 

25.1 percent, respectively) (see figure 3.3). Interestingly, while the contribution of 

agricultural products (ie unprocessed commodities such as rice and rubber) to export 

share continued to decline, agri-industrial products (ie processed commodities, such as 

frozen and canned foods) contribution to total export share grew between 1994 and 

1997 from 8.3 percent to 9.4 percent of exports (DBE 1999).12  It was clear that the 

traditional structure of the Thai export economy had radically altered. Rice accounted 

for only 3.7 percent of exports, dropping to about one-quarter from its proportional 

contribution in 1976 (see table 3.9). Further evidence of the changes was provided by 

the increasing presence of value-added commodities other than chicken such as frozen 

shrimp, canned seafood, canned pineapple and fresh fruit. Yet, while the overall 

structure of exports had diversified, agricultural exports still remained dependent, to 

various degrees, on two traditional sectors (rice and rubber), two which were 

established in the 1960s (cassava and sugar) and one developed in the 1980s 

(fisheries) (see table 3.10). However, the 1990s did signal three important changes to 

the agricultural sector: 1) the closing of the land frontier and the end of extensive 

agricultural expansion, 2) the rise of contract production indicating higher returns being 

made in agriculture, but also signaling greater control over production by off-farm 

influences and rises in the costs associated with farming, and 3) the increasing scope 

of large agribusiness firms moving into retailing and off-shore investment. 

12 However, this still represented a proportional decline from the 1989 level, where agri-industrial 
exports accounted for 12.9 percent of total exports (DBE 1999:55). 
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Table 3.9 Principal Agricultural Exports as Percentage of Total Exports, 
Thailand 1976-1996 

1976 1986 1996 
Rice 14.2 9.2 3.7 
Cassava 12.5 8.6 1.5 
Sugar 11.3 3.3 2.5 
Maize 9.3 4.2 — 
Rubber 8.7 6.9 4.7 
Shrimp 2.2 2.0 3.2 
Frozen Poultry — 1.4 0.9 
Mung Beans 1.6 0.7 — 
Tobacco Leaves 1.2 0.7 — 
Jute and Kenaf 1.0 — — 
Canned Seafood — — 2.5 
Fresh Fruit — — 0.3 
Canned Pineapple — — 0.5 
Main Agricultural Exports 
as % of Total Exports 62.0 37.0 19.8 

Sources: ASEAN Handbook (1979); Bank of Thailand (various years); Bangkok 
Bank (various years); OAE (various years) 

Figure 3.3 Percentage Share of Exports by Sector, Thailand 1987-1998 
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Table 3.10 Leading Agricultural Exports as Percent of Total Agricultural 
Exports, Thailand 1983-1995 

1983 1987 1991 1995 

Rice 13.8 7.6 11.9 11.9 
Cassava Products 10.5 6.9 9.1 3.8 
Rubber 8.5 7.8 12.6 20.1 
Food Crops 7.8 2.2 2.8 1.2 
Fishery Products 7.6 10.1 28.9 27.3 

[Shrimp] — — [10.4] [12.4] 
Sugar 4.8 3.1 6.5 7.8 
Fibre Crops 2.2 2.4 3.4 2.9 
Fruit Products 2.1 2.1 5.8 4.2 
Garden Crops 0.5 0.8 0.1 1.9 
Animal Products 1.3 2.4 5.9 5.7 

[Poultry] — — [4.0] [2.4] 
Animal Feed 1.3 1.0 1.9 1.4 
Wood Products 1.0 1.5 3.8 4.2 

% Export Share: 
Top 3 Sectors 32.8 25.5 53.4 59.3 
Top 5 Sectors 48.2 35.5 69.0 72.8 

Total Export Value 146,472 299,853 256,053 407,037 
(million baht) 

Sources: Hirsch (1990); MAC (1995/96) 

In this regard the CP Group was particularly representative of all three trends. CP has 

been associated with a wide range of agricultural and non-agricultural undertakings in 

Thailand and overseas. In Thailand, for example, the CP Group invested in fertilisers, 

pesticides and agro-chemicals, vehicles, tractors, supermarkets, baby foods, livestock 

operations in poultry and swine, milk processing, crop farming and processing, seed 

production, aquaculture and jute-backed carpets. By 1994 the Group’s animal feed 

mills accounted for one-quarter of Thailand’s animal feed production, which was equal 

to the capacity of the next four leading feed companies (CAER 1997). In non-

agribusiness sectors, CP made investments in telecommunications, real estate, 

retailing, cement and petrochemicals. From the late 1970s CP undertook substantial 

investments overseas. It was one of the earliest foreign companies to invest in China, 

when it established a feed mill in Shenzhen in 1979 in a joint venture with the US based 

Continental Grain, and in 1997 was the largest single foreign investor in China. By 1995 

the Group operated 75 feedmills in 26 of China’s 30 provinces with 8 million tonnes of 

animal feed sales. CP also retained the KFC franchise rights for China with operations 

in 13 cities and poultry operations which produced 235 million day-old broilers per 
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annum (Far Eastern Economic Review 23 January 1997:40; Woo & Rosenthal 

1995:24). By 1996, CP could claim that one in ten broilers raised in China was through 

its production systems (Asia Inc. January 1997). Until 1998 CP had poultry operations 

in Turkey, Vietnam, Cambodia, Malaysia, Indonesia and the USA; animal feed 

operations in Indonesia, India and Vietnam, and in a joint venture with the state-owned 

China North Industries Group, held a stake in China’s fourth and sixth largest 

motorcycle manufacturing conglomerates. CP was involved in the development of a 

US$400 million industrial park and a US$2 billion satellite town, both in Shanghai. CP 

established its own trading arm, CP Intertrade, based on the Japanese general trading 

companies, the sogoshosha, as a vehicle for coordinating and exploiting the markets in 

which it operates (Burch 1996).  By the mid-1990s CP had become Thailand’s largest 

transnational company and Asia’s largest agri-industrial conglomerate.  The Group had 

a total turnover of US$4.05 billion in 1995 and 100,000 employees in twenty countries. 

Although CP diversified strongly into manufacturing and technology-based industries, 60 

percent of its revenues were still drawn from agri-food activities (Bangkok Post  3 

February 1997; Far Eastern Economic Review 23 January 1997:38, 44). One of the 

most profitable agri-food areas was the shrimp sector, where CP had been the industry 

leader since the mid-1980s. However, CP’s involvement and this sector overall will be 

examined in the next chapter. 

Yet the rise of this agri-industrial conglomerate was dependent on Thailand’s more 

general economic expansion, which in turn was premised upon a general disregard for 

environmental impacts. Subsequently, two crises placed differing constraints upon the 

scope and continued stability of general agricultural expansion. The first of these was 

environmental and the second economic. This chapter turns then to a consideration of 

the ecological consequences of the expansion of agriculture in Thailand before moving 

to the general economic crisis of 1997, which heralded a marked shift in the intensity 

and possibilities for the rural sector. 

Reaping the Costs: Environmental Transformation 

In examining the patterns of environmental transformation, it should be acknowledged 

that the following outline merely scratches the surface. The main point is to highlight 

the impact that the social and productive structures of agriculture and industrialisation 

placed upon the natural resource base. By the 1980s the environmental costs of a 
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century of extensive agricultural expansion began to be seen most clearly with relation 

to Thailand’s forests. Between 1950 and 1991 forest cover as a proportion of total land 

area fell from 66 to 27 percent, a loss of about 14 million hectares according to official 

figures (although, unofficial figures estimated the proportion of forest cover to be 18 

percent in 1991) (Trébuil 1995:69).  However, the causes of deforestation were not 

simply the product of demand for agricultural lands: as industrialisation strategies were 

promoted from the 1950s the use of forestry products (especially paper and 

paperboard) grew to the point where by the 1990s two-thirds of all paper used in 

Thailand was in the form of packaging (Carrere & Lohmann 1996:229).  The expansion 

of ‘upland’ crops (that is, crops such as kenaf cassava etc, not in need of flooding) also 

placed great strain upon forests. While 3.2 million hectares of forest land were lost 

between 1978 and 1988, the area under non-rice crops increased 1.9 million hectares 

as against an increase of 135,000 hectares in area under rice (Lohmann 1993:206). 

The shift to non-rice crops was facilitated through the use of non-traditional irrigation, 

especially in Northern Thailand. This led to multiple-cropping, placing even greater 

strain on water resources as the areas planted to non-rice crops (tobacco, soybeans, 

peanuts, onions, garlic, vegetables, peppers and mung beans) increased (Cohen & 

Pearson 1998:97-98). Dams which were built to allow further irrigation on Mekong 

tributaries are estimated to have displaced 350,000 locals, and in the North, new dams 

retained sediment causing eutrophication, silting and loss of inland fisheries (Ross & 

Thadaniti 1995:272; Trébuil 1995:76).  The clearing of forested areas has had significant 

impacts on watershed control. The immediate consequences of this were problems of 

soil erosion and a general decline in soil fertility, with two-thirds of Thailand’s cultivated 

area affected by erosion, and with half the cultivated areas classified as severely or very 

severely eroded. In some cases rates of top-soil loss were reported to be as high as 

1,000 tonnes per hectare in up-land crops, although this was considered extraordinarily 

high, and rates of between 30 and 70 tonnes per hectare were considered more 

common (Dixon 1999b:182; Puntasen & Preedasak 1998:91).  This process reached a 

particularly destructive phase in November 1988 when floods and mudslides resulting 

from deforestation in surrounding hills in Chumpon province, southern Thailand, killed 

300 people and destroyed villages (Rigg 1995:18).  The government-imposed logging 

ban of January 1989 did little to remedy the underlying problem, as logging and 

deforestation continued apace in watershed and catchment areas Thailand shares with 
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neighbouring countries.13  Furthermore, these activities are often undertaken in 

conjunction with Thai companies owned by senior politicians and military personnel 

(Hirsch 1995:249). Within coastal areas mangrove forest loss has been widespread; 

approximately 200,000 hectares were destroyed between 1961 to 1992, accounting for 

a 50 percent loss of total area in the 30 years from 1961 (Bello et al 1998:189).14 

The implications of transformations to the natural environment are profound. Whether 

agriculture as it is currently constituted in Thailand can continue is an obvious question 

posed by these changes. Government responses during the 1980s and 1990s focused 

on less destructive practices at the farm level and reforestation projects. For example, 

programmes such as the Green Isaan (1987-1991) and National Forest Years (1985

1988) were adopted by the MAC and the Royal Forestry Department (RFD). Some 

projects sought to remove inhabitants from what were considered environmentally 

sensitive areas, but in general this only placed those relocated to areas with already 

settled populations, thus placing greater strains upon local environments (Lohmann 

1995:212). Reforestation projects were typically little more than the expansion of 

commercial tree farms, mainly eucalyptus, which has few benefits for a degraded 

environment as, unlike old-growth forests, it excludes inter-cropping, does not supply 

fodder and tends to lower the water table (Puntasen et al 1992; Carrere & Lohmann 

1996:235). The failure of these kinds of programmes to alleviate environmental damage 

were reflective of broader power relations and entrenched commercial interests within 

the political economy of Thai agriculture. However, such a realisation must be 

accompanied by an understanding of the significance and impact of the economic crisis 

that began in Thailand in the middle of 1997. It is to this concern the chapter turns. 

Crisis and Continued Agricultural Intensification: Beyond 1997 

The beginning of Thailand's economic crisis dates from July 1997 when the national 

government removed the US dollar/Thai baht peg and suspended the operation of 56 

financial institutions. In suspending these institutions approximately one-sixth of 

Thailand's liquid capital was frozen. Within six months the Thai baht had declined, 

13 These regions have historically been centres for Thai military security policy and coalitions of 
business/army commercial interest in these areas are a natural progression given the partial 
success of pacification since the beginning of the 1990s. See Battersby (1998) for a further 
development of this issue. 

14 The relationship between mangrove loss and shrimp farming is explored in chapter 4. 
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relative to the US dollar, by 50 percent; for the same period this depreciation was only 

exceeded by the Indonesian rupiah and the South Korean won.  Many commentators 

acted with surprise, though as the enormity of problems began to become clear, two 

mainstream views emerged which sought to explain the crisis. These were 

represented by the International Monetary Fund (IMF) and the US Treasury on the one 

hand, and commentators such as Robert Wade, Joesph Stiglitz (Chief Economist at 

the World Bank) and some NGO groups within Thailand (eg Focus on the Global South) 

on the other. The IMF took the line that what undermined Thailand (and the other 

countries affected by crisis conditions during the same period) was 'crony capitalism'. 

However, the IMF refrained from this crude type of description, preferring to express its 

opinion thus: 

the difficulties that the East Asian countries face are not primarily the result of 
macroeconomic imbalances. Rather, they stemmed from weaknesses in financial systems 
and, to a lesser extent, governance…Although private sector expenditure and financing 
decisions led to the crisis, it was made worse by governance issues, notably government 
involvement in the private sector and lack of transparency in corporate and fiscal accounting 
and the provision of financial and economic data (IMF 1999). 

The IMF located the problems of the crisis within national systems of regulation, arguing 

that deregulation, or more broadly neo-liberal principles, had not informed, to a sufficient 

degree, government policy. To bail out the Thai economy the IMF sought structural 

adjustment in accordance with the provision of US$37 billion in loans. Generally, this 

programme of adjustment included the complete floating of the baht, reductions in 

public expenditure, speeded up processes of privatisation, increased foreign access to 

previously protected sectors and decreases in interest rates (IMF 1999). A major 

strategy of this programme was economic stabilisation through increased exports and 

decreased imports based upon the premise of a significantly devalued baht and public 

sector austerity. However, two problems arose which contributed to undermining the 

IMF's programme. 

Firstly, by shutting down so much of the Thai financial system the government and the 

IMF effectively shut off credit available to already struggling firms. Needless to say, this 

contributed to a significant rise in unemployment. Secondly, and perhaps most 

important, the crisis developed into a region-wide process, with IMF austerity policies, 

inter alia, leading to collapsing demand. As 58 percent of Thailand's exports were to 

markets within the region, it was quite clear why an expected export boom failed to 

materialise (The Economist 9 May 1998: 85-86; Ministry of Commerce 1997). During 
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1998 Thailand's GDP contracted by 10.8 percent and the value of its exports declined 

5.8 percent (Phongpaichit & Baker 2000:45, 226).  	As Martin Wolf noted, 

Between 1996 and 1998 the unit value of [Thailand’s] exports (in dollar terms) is expected 
to fall by nearly 13 percent and the unit value of imports by 7 percent. Under these 
assumptions, the country will have experienced a 6 percent loss in the purchasing power of 
its exports, in terms of imports, in just two years. Thus Thailand must run faster merely to 
stand still (Financial Times, 2 June 1998:14). 

By 1998 the IMF began to realise that its initial response to the crisis had clearly 

worsened the situation by focusing on supply-side issues (Burkett & Hart-Landsberg 

1998:437). Thailand's deputy finance minister in late 1998 noted, 

if we could go back in time, and had implemented fiscal measures [ie stimulation] from the 
start, the situation would be vastly different than it is now…If we hadn't increased value-
added taxes and cut government spending, right now we would have been able to control 
the economic downturn much better (Pisit Leeahtam quoted in Bangkok Post 1998 
Yearend Economic Review). 

While some critics of the IMF blamed currency speculators and were reduced to 

pandering anti-Semitism, others noted deeper problems, and with reference to Thailand 

saw the economic crisis as symptomatic of a structural positioning within the world 

economy. 

A number of critics of the IMF response sought to locate Thailand's crisis within the 

decline of manufactured exports that had begun in 1996. While export growth had run 

at 21 percent in 1994 and 24 percent in 1995, growth for 1996 was virtually zero. The 

most basic problem was that Thailand's chief exports were dependent on cheap labour 

and resource inputs, with few skilled or high-technology resources utilised (Dixon 

1999a:441-442). In this regard Thailand fitted the Krugman thesis on the myth of the 

Asian miracle (see chapter 1). In contrast to Taiwan and South Korea, Thailand had 

invested little in educational infrastructure and personnel, only managing to guarantee a 

minimum of primary school education. As such, Thailand failed to make a shift to more 

intensive industries for its exports. Further, trade as a percent of GDP grew from 60 

percent in 1988 to 80 percent in the mid-1990s, making the country, "one of the most 

external trade dependent economies in the world" (Malhotra 1998).  Of course a slow 

down in export growth in the mid-1990s, brought on by regional slow downs and 

combined with the GDP contractions of 1997 and 1998, proved disastrous (NESDB 

2000). The IMF's austerity response thus failed since it removed the one factor that 

might have alleviated problems, that is internal demand. 
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Which explanation one wishes to emphasise is in some senses academic. The 

consequences for the agricultural sector, like much of the rest of Thailand, were 

profound. Austerity measures aimed at the public sector saw massive reductions in the 

budget of the Ministry of Agriculture and Cooperatives (see table 3.11). The Ministry lost 

almost one-quarter of its total budget with approximately US$772 million cut between 

1997 and 1998. For the 1999 financial year further reductions were planned in the order 

of between 2 and 11 percent, depending on departments (OAE 1998). Meanwhile, the 

collapse in region wide demand affected agricultural commodities. The decline in baht 

value meant the price of inputs for agricultural commodities rose dramatically, 

particularly affecting the feed industry (with its reliance on imported fish meal) and those 

sectors making use of chemicals, fertiliser and pesticides.  The value of fertiliser 

imports declined by US$39.5 million between 1996 and 1997, a contraction of just over 

7 percent (Ministry of Commerce 1998). The government responded by reducing tariffs 

and charges on these products, yet the decline in demand meant these measures 

failed to significantly offset increased costs. Noticeably, those products with little or no 

Table 3.11	 Ministry of Agriculture and Co-operatives Budget, 1997-1998, 
Million Baht 

1997 1998 Change Between 1997-98 
Loss/Gain % Change 

Departments (1) 81,825.3 62,580.5 -19,244.8 -23.5 
Permanent Secretary 2,315.4 2,636.7 321.3 13.9 
Irrigation 42,455.9 30,567.4 -11,888.5 -28.0 
Co-operative Auditing 677.4 460.6 -216.8 -32.0 
Fisheries 3,872.6 3,250.1 -622.5 -16.1 
Livestock Development 3,698.6 3,019.4 -679.2 -18.4 
Forestry 10,026.2 8,327.9 -1,698.3 -17.0 
Land Development 2,815.5 2,066.7 -748.7 -26.6 
Agriculture 3,301.6 2,954.5 -347.0 -10.5 
Agriculture Extension 6,756.4 4,908.2 -1,848.2 -27.4 
Co-operatives Promotion 3,249.0 2,359.5 -889.5 -27.4 
Land Reform 2264.0 1,699.7 -564.3 -25.0 
Office of Agricultural Economics 392.8 329.7 -63.1 -16.1 
State Enterprises (2) 1,619.7 1,191.3 -428.4 -26.5 
Farmers' Marketing Org. 56.8 19.9 -36.9 -65.0 
Dairy Farming Promotion Org. 121.9 107.0 -14.9 -12.3 
Rubber Replanting Aid Fund 1,434.6 1,057.7 -376.9 -26.3 
Forest Industry Organisation 6.5 6.7 0.2 4.0 
Current Funds (3) 480.0 80.0 -400.0 -83.3 
Co-op Promotion Fund 450.0 50.0 -400.0 -88.9 
Central Land Consolidation Off. 30.0 30.0 
Total (1) + (2) + (3) 83,925.0 63,851.9 -20,073.1 -23.9 
Source: OAE (1998) 

112 



Chapter 3 Agricultural Restructuring in Thailand 

dependency on imports managed to increase their export value: canned foods and rice 

rose by 19.8 and 3.4 percent respectively, over the period January through September 

1997 to 1998. In contrast, earnings from shrimp exports declined by 11 percent 

(Bangkok Post 1998 Yearend Economic Review). However, the causes for this decline 

was not solely attributable to increased input costs, but also declining production levels 

due to disease and the appreciation of the baht in late 1998 (which moved from 52 baht 

to the US dollar to about 38 baht).  Poultry was the most noticeable in terms of export 

growth during 1998, but this did not flow through into 1999, and despite increases in 

export volume, export value declined (see table 3.7, figure 3.4). Furthermore, even with 

minor export growth the Commerce Ministry predicted that total farm earnings (with the 

exception of three sectors) would decline dramatically (see table 3.12). At a firm level 

there was anecdotal evidence that smaller agri-food processors were ceasing 

operations because of falling demand and credit squeezes, allowing concentration 

within some sectors, such as dairy processing (see chapter 5). At the large firm level 

there was clear evidence of severe impacts. Perhaps most obvious were the impacts 

the crisis had on the CP Group which included assets sales, a retreat to core activities 

Figure 3.4 Poultry Exports (‘000 Tonnes), 1994-1998 
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Table 3.12	 Total Farm Earnings, Thailand 1997/98-1998/99, Billion Baht 

Earnings % Change 
1997/98 1998/99a 

Rice 
Cassava 
Maize 
Sugarcane 
Oil Palm 
Soybeans 
Rubber 
Coffee 
Swine 
Chicken 
Chicken Eggs 

117.26 130.79 11.54 
27.67 18.01 -34.84 
17.74 19.96 14.20 
30.89 24.24 -21.53 
9.15 7.88 -13.93 
3.93 3.7 -5.88 
53.2 47.3 -11.09 
5.1 2.8 -54.90 

50.06 49.45 -1.22 
27.01 27.89 3.24 
15.36 15.25 -0.75 
63.34 57.00 -10.00Shrimp 

a Estimates 
Source: Bangkok Post Yearend Economic Review (1998) 

Table 3.13	 Principal Agricultural Exports as Percent of Total Exports, 
Thailand 1958-1998 

1958 1968 1978 1988 1998 

Rice 46.0 27.6 12.6 8.6 3.9 
Rubber 20.6 13.3 9.7 6.7 2.5 
Maize 2.8 12.0 5.2 1.0 <0.1 
Tapioca 3.0 5.6 13.1 5.4 1.0 
Sugar — — 4.8 2.4 1.2 
Mungbean 0.4 1.0 1.4 0.3 <0.1 
Jute/Kenaf 1.1 4.9 0.5 0.3 <0.1 
Tobacco 1.3 1.5 1.4 0.3 0.1 
Canned Pineapple — — 1.4 1.2 0.3 
Shrimp — 2.0 1.8 2.4 2.6 

Main Agricultural Exports 75.2 67.9 51.9 28.6 11.6 
as % of Total Exports 

Sources: Hirsch (1990); DBE (1999) 
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around agribusiness and a rescheduling of debts (see Goss et al 2000:525-527).  The 

Group lost the ability to pursue interests outside agri-business and had to rely on a 

number of less profitable markets and production sites it had expected to no longer 

need nor utilise. Nevertheless, it would be ill advised to write off the CP Group. In 

historic terms alone the company’s involvement in the expansion and transformation of 

agri-food systems within the region remains significant, with the farmed shrimp industry 

being the most profound example (see chapter 4 for further analysis of this point). 

Moreover, the company’s position within the agri-food sector remained strong and the 

Group retained its capacity as one of the world’s largest animal feed producers. 

Conclusion 

The conditions of the 1970s and 1980s probably had the greatest impact in allowing 

agribusiness to reach its strong position in shaping the dynamics of the agricultural 

sector. This in part was a success for government policy and capitalist restructuring, 

but more significantly this marked a political victory, rather than simply symbolising the 

successful drive for market efficiency and capital accumulation. Two factors help 

explain this: the politically weakened class of rural dwellers who could no longer fight for 

the redistribution of surplus and the international decline in primary commodity prices in 

the 1980s which further undermined rural producers income strength. At another level, 

the relative decline in importance of the agricultural economy to total exports over the 

last half of the twentieth century (see table 3.13) reflected an accompanying decline in 

the political significance of rural producers. Thus, transformations to new commodities 

were not made under conditions of strength, but within a framework of outright 

necessity as farm incomes declined and inequality increased. Agribusiness, rather 

than the state, became the nexus point between the world market and the farm-gate 

through its introduction of new agri-foods.  The relationships which subsequently 

formed between firm and farm reconfigured decision-making processes, giving 

agribusiness much greater influence. Moreover, what is significant about the newly 

dominant agribusiness groups is that they were generally not part of the original rice and 

sugar groups that dominated the agricultural sector through to the 1960s. The next two 

chapters examine these processes in detail within two newly emergent agri-foods 

where the role of agribusiness was much greater than with previous agricultural 

commodities. 
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Table 3.14 Periods and Circumstances of Agricultural Development, Thailand 
1850-2000 

Period General Characteristics Historical Contexts 

1850s-1960s	 Monoculture: Internal 
•	 Single agricultural economy (rice); • Inculcation of private property 
•	 Peasant commodity production rights; 

(subsistence+surplus sales); • Rise of tenancy and landlordism; 
•	 Nascent industrial capital (rice- • Emergence of wage labour. 

milling); 
•	 Extensive production (increased


areas under crop to raise

production levels).


External 
•	 Quantitative expansion of 

international trade. 

1960s-1970s	 First-wave of agricultural diversification: Internal 
•	 Emergence of state-sponsored


contract production (fruits/

vegetables);


• Rural rebellion; 
• Industrialisation drive; 
• Authoritarian governance. 

•	 Import substitution schemes 
(sugar, dairy); External 

•	 Upland crop production (maize/ • Indochina war and role of US aid. 
cassava); 

•	 Incomplete ‘Green Revolution’

(double cropping of rice, increased

use of irrigation).


1970s-1990s	 Second-wave of agricultural Internal 
diversification: • 1973: “Siam’s 1789”; 
•	 Closing of ‘land frontier’; • Rise and Fall of Rural Rebellion. 
•	 Emergence of processed food 

exports (pineapple, poultry, External 
fisheries, shrimp); • Increasing Japanese investment; 

•	 Growth of animal feed milling. • Rise of neo-liberalism. 

2000 onwards	 A New wave of agricultural Internal 
intensification? • Popular discontent at inequality, 
•	 Increasing centralisation of austerity drives and increasing 

ownership; unemployment from economic 
•	 Decreasing presence of state crisis. 

support at farm level; 
•	 Intensification of resource use and External 

environmental transformation; • Declining export revenues as 
•	 ‘Refugees from the city’: increasing regional demand contracts. 

rural population. 
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Overall, the historical development of capitalist agriculture and its transformation in 

Thailand must be viewed in the context of internal political and social forms in 

confluence with external world historical conditions. Table 3.14 attempts a general 

summary of the situation in Thai agriculture over the last 150 years, emphasising the 

interaction between internal and external circumstances. 

117 



Part III


Case Studies of Thai ‘Agri-Facture’




Chapter 4 

Whither Thailand’s New Frontier? Corporate Structures and the 
Political Economy of Shrimp Aquaculture 

The tiger prawn is a miracle marine animal that grows fast and commands a high price. We 
should promote its production as it brings a huge amount of foreign exchange. 

Chucheep Harnsawat, Minister for Agriculture, 28 August 1997. 

The day of selling Thailand with low wages has long gone. It’s time for us to consider selling 
Thailand with other advantages such as low electricity costs, and even low-cost environmental 

management. 
Dhanin Chearavanont, CEO Charoen Pokphand Group, 13 August 1997. 

The industry hasn’t got much beyond the stage of dumping a bunch of post-larvae in a pond, 
crossing our fingers and waiting for the harvest. 
Anonymous aquaculture manager, 4 July 1997. 

There’s one unique thing in Thailand: our rich and our poor people live in harmony. If you go to 
Bangkok and you stay in a hotel or a condominium, then around the condominium or hotel you 

will see many small houses. And the people can stay together very peacefully because the rich 
will have the poor helping them. At the same time the rich are taking care of the poor. 

Plodrasop Suraswadi, Director-general, Department of Fisheries, 10 April 1997. 

Introduction 

In a little over ten years Thailand witnessed a fifteen-fold increase in the production of a 

single commodity. To describe this as a boom period is an understatement. The 

commodity was shrimp raised in farms and sold to a seemingly insatiable market 

centred in the USA and Japan.1  By 1994 shrimp brought in US$2 billion in foreign 

exchange earnings and had reached a production level of 260,000 tonnes, up from 

around 16,000 tonnes in 1985. The changes associated with the expansion of this 

commodity were profound. New industries sprang up to process and export shrimp. 

Supplying feeds to farms became a highly lucrative enterprise for feed millers. Land 

speculation and prices rose dramatically as previously inconsequential rice farms and 

coastal areas became the sites for a rapid increase in shrimp farms. Whole districts, 

and in some cases provinces, became devoted to producing shrimp. The speed with 

which the industry expanded astounded many observers, though it was clear that the 

motivating factor was the substantial prices shrimp brought in comparison with all other 

food commodities in the agricultural sector. Shrimp, as far as the Department of 

The terms ‘shrimp’ and ‘prawn’ are used interchangeably in most of the literature, but for the 
purposes of this chapter shrimp is utilised. 
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Fisheries (the government’s oversight body for the sector) was concerned, was the 

best commodity possible for coastal rural development. The industry brought jobs, 

increased incomes, drove up export revenue and provided industrialisation in regions 

where little had occurred before. The shrimp sector, however, was far more complex, 

as this picture disguised conflicting social and ecological interests. For example, were 

the interests of farmers and agribusiness in accord? While there was job-growth in the 

sector what kind of employment occurred and what were the long-term futures for the 

industry’s workers? International experience with the farmed shrimp sector had 

pointed to severe environmental problems—were these being played out in Thailand? 

This chapter examines the shrimp industry in Thailand with a particular focus on the 

corporate sector, in an attempt to answer the questions raised above. The corporate 

sector is given a central focus for a number of reasons. First, the literature on shrimp 

farming world-wide and in Thailand is vast, yet there are few studies which have 

explicitly analysed the role of the corporation.  The majority of studies in the social 

scientific and technical realm have tended to concentrate at the farm level, often 

ignoring broader trends within the corporations involved in the sector, as well as the 

significance of international comparison (see for example: Kongkeo 1995; Singh &  

Brenner 1995; Thongrak 1995).  Further, a great deal of attention has been given to 

ecological damage, but primarily within the framework of environmental management, 

rather than from a critical perspective linking ecological transformation to broader social 

forces (see for example: Galvez-Ayon 1996; Miller 1996; Phillips 1994; Praevisavakij 

1994). The chain of commodity production is thus a useful tool of analysis to overcome 

these limitations, because it allows an examination of the relationships that are created 

during the production cycle, and consequences which follow. Second, as will be 

argued throughout this chapter, the tendency to play down the corporate role in the 

shrimp sector has often been motivated by political concerns, especially with regards to 

environmental damage caused by shrimp farming. The chapter hopes to show some of 

the strategies that agribusiness companies have deployed in dissociating themselves 

from the negative consequences of the industry. Third, by shifting greater attention to 

the corporate sector, this will highlight the ways by which the institutions of the Thai 

state and broader multilateral bodies are implicated in the industry’s promotion, rather 

than its regulation. 
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The chapter will begin with a brief description of shrimp farming, before going on to 

discuss the events and institutions which propelled the shrimp industry during its rapid 

growth. The chapter then moves to a series of case-studies describing the activities of 

four of the largest players within the sector and their role in southern Thailand. 

Following this, the chapter provides case study evidence from independent farms and 

workers within all branches of the industry. The chapter concludes with a comment on 

the structure of the industry and its long term viability. 

The Productive and Institutional Context 

Shrimp aquaculture has long been carried out in Asia, usually within the basis of 

extensive systems of polyculture production.  Under such extensive systems, an area 

of land close to estuaries or brackish water areas in mangrove forests, is marked out 

with embankments, and wild post-larvae are collected and deposited in the culture area 

with tidal changes being relied upon for water exchange. Stocking rates are generally 

low (up to 25 post-larvae per square metre [p/l m2]) with shrimp feeding on naturally 

occurring matter within the enclosures, thus generating relatively low yields. Under 

such a system, yields are up to 500 kilograms per hectare per crop (live weight). 

However, Thailand’s ability to rapidly expand production in the late 1980s was 

dependent on a process of intensification and significant industrial appropriation of 

segments of the production cycle via semi-intensive and intensive systems of 

production. With semi-intensive production a nursery stage is introduced and shrimp 

stock (post-larvae) from hatcheries are substituted for wild fry, with stocking rates 

between 50 and 150 p/l m2. Gravid shrimp are captured in the wild, brought to 

nurseries and spawning is induced (although, this cannot produce a second generation 

for breeding and the oceans remain the only source of gravid shrimp). Ponds are 

constructed above the tidal line and pumps and industrial animal feeds allow higher 

stocking rates. The intensive system goes a stage further and uses greater technology 

in pond preparation (such as pond lining), higher stocking rates (over 150 p/l m2), water 

quality management and intensive feeding. Under intensive and semi-intensive 

systems yields of up to five tonnes per hectare per crop are possible, although most 

farms tend to average between two and three tonnes per hectare per crop (World 

Shrimp Farming 1996:94, 96; 1998:290-294).2 

An ideal production cycle for intensively farmed shrimp passes through the following stages: in 
a tank at a hatchery, over a seven day period, an egg grows to nauplius, a further 25 days in 
tanks at a nursery signify the growth period through to the postlarva stage, at around 30 days 
the shrimp are transferred from hatchery to grow-out pond, with a four to five month period 
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Table 4.1	 Total Annual Farmed Shrimp Production by Area and Volume,

Thailand 1972-1998


Year Area (ha) Volume (t)

1972 9,056 991

1973 11,468 1,635

1974 12,092 1,775

1975 12,868 2,538

1976 12,296 2,533

1977 12,411 1,589

1978 24,169 6,394

1979 24,676 7,064

1980 26,036 8,063

1981 27,459 10,727

1982 30,792 10,091

1983 35,537 11,550

1984 36,792 13,007

1985 40,769 15,841

1986 45,368 17,886

1987 44,770 23,566

1988 54,788 55,633

1989 71,166 93,494

1990 64,606 118,227

1991 75,332 162,070

1992 72,796 184,884

1993 71,887 225,514

1994 73,247 263,446

1995 67,405 259,541

1996 — 235,875

1997 — 223,551

1998 — 200,000a


a estimate

Source: FAO (2000); MAC (1996/97); NSO(1997b).

NB Figures are metric tonnes.


In general terms the shift from extensive to intensive production was completed in the 

ten years between 1984 and 1994, when the total area devoted to shrimp farming 

doubled and production increased tenfold (Goss et al 2000:517).  Further, between 

1985 and 1995 the proportion of shrimp farms in Thailand obtaining their post-larvae 

from hatcheries grew from 5.1 percent to 86.4 percent (NSO 1997b:24). However, it is 

worth noting that extensive systems did remain in use until the mid-1990s. In 1995, 

14.6 percent of farms utilised an extensive system. These farms were producing 

banana shrimp, a species of lesser commercial value as compared with the black tiger 

before harvest. At around 150 days since hatching there will be about 30 shrimp per kilogram 
(30s/kg). Unit measurements for shrimp occur in categories of five (ie 20s/kg, 25s/kg etc.) 
which refer to the number the number of headless shell-on shrimp pieces per kilogram. 
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shrimp, which accounted for production on over 80 percent of Thailand’s shrimp farms, 

most of which used intensive production methods (NSO 1997b:25) Certainly, these 

attempts to achieve higher stocking densities produced a rapid increase in production, 

but there was not a unified response across the sector and since 1996 overall 

production levels have fluctuated (see table 4.1). The reasons behind this decline and 

the lack of a unified response are explored below, but first it is necessary to consider 

the social and historic forces which drove the technical expansion of Thailand’s shrimp 

industry. 

Skladany and Harris (1995:171-4) note the convergence of factors which helped propel 

the intensification of production. The finalisation of the Law of the Sea Treaty in the 

early 1980s, led to a situation whereby Thailand, with its previous reliance on ocean 

caught shrimp and a relatively minor exclusive economic zone (EEZ), was faced with a 

choice of either encouraging illegal fishing activities or transferring to new means of 

production.3  The finalisation of maritime EEZs, coupled with the OPEC oil price rises of 

the mid- to late-1970s, resulted in a substantial increase in the operating costs for Thai 

trawling vessels, which encouraged the movement towards a farmed production 

process that would provide higher yields and lower input costs. 

Official encouragement to expand shrimp aquaculture dates from 1972 when the Thai 

government began to offer financial assistance and the Department of Fisheries 

adopted a policy of promoting coastal aquaculture by encouraging farmers to upgrade 

their farming methods (Anonymous 1989:23-24). During the period of the Sixth 

National Development Plan (1986-1991) further incentives from the Thai government, 

in the form of US$84 million in assistance, sought to encourage the expansion of the 

shrimp aquaculture sector (Bailey & Skladany 1991:68).  Assistance was also provided 

by the Asian Development Bank (ADB), which in 1986 approved a US$11.1 million loan 

for a brackish water shrimp culture development project. Between 1992 and 1996 the 

Thai government budgeted US$60 million for the construction of pumping stations 

(World Shrimp Farming 1995:26). Further, in 1995 the Bank of Agriculture and 

Agricultural Cooperatives (BBAC) provided 30 percent of all loans to the farm sector 

(NSO 1997b:54). Skladany and Harris (1995:170) note how institutions, such as the 

World Bank and the BAAC, “acted as catalysts for private sector investment,” providing 

The World Bank classified Thailand as a “potential major loser” in its survey of the effects of 
EEZ finalisation (World Bank 1982:75). 
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seed funds for feasibility studies and the required nature of infrastructure as well as 

industry support over the long-term. Technology transfers were encouraged, with the 

bulk of Thailand’s shrimp technology introduced by the CP Group in a joint venture with 

the Japanese sogoshosa Mitsubishi, employing Taiwanese technicians. This diverged 

from previous patterns of agricultural development, in that it marked the direct 

intervention of private groups for the complete provision of extension services. In 

contrast to previous Keynesian-style development programmes, where extension 

services were generally provided under the aegis of the state (viz the Ministry of 

Agriculture and Cooperatives), this type of development was ideologically neo-liberal, 

with the state acting as a facilitator for private capital intrusion. Furthermore, the role of 

Taiwan was important because it was there that intensive shrimp farming systems were 

first developed and applied, until the industry collapsed in the late-1980s (Briggs 

1994:20). This collapse stimulated the search for alternative and cheaper production 

sites, including Thailand. Finally, increased consumer demand and the heightened 

growth of shrimp consumption in Japan, North America and Western Europe led to the 

situation in 1985, where shrimp came to represent 20 percent of international trade in 

fisheries, exceeding all other categories (FAO 1987). Between 1988 and 1996 shrimp 

imports to the leading consuming regions (North America, European Union and 

Northeast Asia) grew by 33 percent (Miller 1999:12). The congruence of these factors 

encouraged shrimp producers and suppliers to increase output and in the 1990s, 

Thailand was the world’s largest producer and exporter of farmed shrimp (see figure 

4.1), but perhaps most significantly this development pattern set the stage for the 

widespread influence of agribusiness throughout the sector. 

Corporate Organisation in the Thai Shrimp Industry 

Shrimp aquaculture production is characterised by varying degrees of vertical 

integration, usually organised by the companies which supply feeds and laboratory 

services to associated growers. This system is particularly well illustrated by the 

examples of Aquastar and the CP Group.  However, other important corporate players 

within the sector include stand-alone processors who purchase the product of 

independent farms for export. This section examines four of the major companies’ 

operating in southern Thailand and the relations of production resulting from their 

activities. 
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Figure 4.1 Percentage Share of World Farmed Shrimp Production, Various 
Countries 1995-1997 
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Source: World Shrimp Farming (1995, 1996, 1997)

‘Others’ includes the Philippines (2.6 percent average share of world production for the

period 1995-1997), Mexico (1.9 percent) and Honduras (1.5 percent).


Table 4.2 Leading Provinces for Shrimp Production, Thailand 1994 

Production Proportion 
of Total (%) 

Chantaburi (e) 61,264 23.3 
Nakhon Si Thammarat (s) 38,105 14.5 
Surat Thani (s) 25,858 9.8 
Songkla (s) 18,533 7.0 
Rayong (e) 17,754 6.7 
Chachoengsao (g) 15,031 5.7 
Phang-nga (s) 10,696 4.1 
Trat (e) 10,355 3.9 
Trang (s) 9,794 3.7 
Pattani (s) 8,450 3.2 

Total Top 5 Provinces 161,514 61.3 
Total Top 10 Provinces 215,840 81.9 

Thailand 263,446 100.0 

Source: MAC (1996/97)

e—eastern region; g—inner gulf; s—southern peninsula.

Figures are metric tonnes.
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Southern Thailand became the primary area for shrimp production in Thailand in the 

early 1990s. While shrimp farming originally began in Samut Sakhon, crop failure and 

rising land prices in the late 1980s pushed the industry south and eastwards. Shrimp 

farming grew along the eastern seaboard in the provinces of Chon Buri, Rayong and 

Chanthaburi. In southern Thailand the provinces of Nakhon Si Thammarat, Surat 

Thani and Songkla experienced rapid growth.  By 1995, 45 percent of Thailand’s 

shrimp farms were located along the southern peninsula, concentrated on the eastern 

coast (NSO 1997a, see table 4.2). The agribusinesses examined here all operated 

within this region. Their entry into the sector in the late 1980s occurred during a period 

of overall growth, whereas the last five years of the 1990s saw changes marked by: 

expansion, in the case of Thai Union Frozen; stasis, in the cases of CP and KST; and 

contraction in the case of Aquastar.  This section will initially set forth these companies 

strategies and problems at the level of the firm, while other implications of the sector’s 

sectors develeopment (eg environmental impacts) and corporate responses to these 

issues, will be explored later (see Shrimp Research and Corporate Strategies). 

Leading the Field: Charoen Pokphand (CP)4 

As discussed in chapter 3, CP is Thailand’s largest agri-food conglomerate and was 

responsible for most of the major innovations within the Thai agricultural sector over 

the last two decades. This is no less the case in terms of the shrimp sector. What 

makes CP especially significant is that it has also helped drive the expansion of shrimp 

production in newly emerging exporters such as Indonesia, Vietnam, China and India. 

Yet, Thailand remains the foundation for CP’s shrimp operations.  As a major integrator 

engaged in the full cycle of production (from the inputs of feed and farm technology to 

the marketing of products overseas), the CP Group dominates the industry and shapes 

the organisational relations of production. CP was an early participant in the shrimp 

industry, and is the largest company in the sector. In 1994, CP exported some 30,000 

tonnes of frozen shrimp valued at approximately US$300 million, or 18 percent of total 

Thai shrimp exports (Bangkok Post 23 January 1995).5  Following from its other 

4 Details of this section are drawn from interviews with Khun Parapong, Senior Production 
Manager at the TPCC, on the 3rd February 1997 in Ranod; Khun Jarus Uswachanchaiskul, 
Plant Manager at the Songkla Feedmill, on the 31st of January 1997 in Hat Yai; Khun Weerawut 
Hiranmateekul, Farm Manager at Nakhon Aquaculture Farm, on the 3rd of February 1997 in 
Hua Sai; and Khun Ekavit Horphisuttisarn, Farm Manager at the TPCC Ranod Farm, on the 3rd 
of February in Ranod. 

5 This, however, probably represents the peak of CP’s production in Thailand, as it is likely that 
processing levels declined after 1995 due to disease outbreaks (Manager Daily 26 August 
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livestock operations, CP’s involvement in the production of shrimp is motivated by an 

ability to generate profits at all stages of the production and marketing process, but 

especially from the increased sales of animal feed to farmers and the increased export 

sales of high value-added products. 

Beginning the move into shrimp farming in 1986, CP Aquaculture was formed as a joint 

venture with Mitsubishi6 in order to provide CP with the initial technological 

requirements for production (Suehiro 1996:270).  CP’s organisation of shrimp 

production has taken two forms, one which involves a fully-integrated process (see 

figure 4.2) and the other which involves the purchase of shrimp from independent 

farms (see figure 4.3). 

While ten companies in Thailand manufacture shrimp feed, CP dominates this segment 

of the sector. The Group’s holding company, CP Feedmills, produced 400,000 tonnes 

of shrimpfeed in Thailand in 2000 (Bangkok Post 18 April 2001). In the mid-1990s 

shrimp feed sales were worth US$480 million in Thailand, and in 1998 CP commanded 

a 65 percent market share with US$320 million in sales, thus making it the largest 

shrimp feed producer in the world (CPF 1999:15; Manager Daily 26 August 1996). The 

importance of this can be measured by the fact that feed is the single most expensive 

item in the production process, accounting for 50 percent of the cost of harvested 

products (Funge-Smith & Stewart 1996:17).  Additionally, in Thailand CP operates 

wholly owned and joint ventures farms (in which it is usually a majority shareholder) 

and processing plants. Thus, examining the structures of production in CP’s fully 

integrated system is of major importance. The following examines the three major 

elements to this system: feedmill, farm and processing plant. 

1996). However, when considering the aggregate total of CP’s operating capabilities across the 
many countries where it made investments linked to the shrimp industry, the exact significance 
of production declines on a national level can perhaps be overestimated. 

This joint venture ended in 1992 when the CP Group acquired 100 percent control of CP 
Aquaculture in a buy-out of Mitsubishi. 
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CP Feedmill Hat Yai 

The town of Hat Yai is the location of two CP feedmills which service the southern 

region. The most recently completed plant, built in 1995 and intended to supplant an 

older plant operating within the city, produces only shrimp feed. CP had intended 

construction in Surat Thani, but due to property problems and the fact that land in 

Songkla was already purchased, the mill was located in Hat Yai.  During an interview, 

the plant manager noted that Surat Thani would have been better in strategic terms as 

there would have been three CP mills equidistant along the southern Thai peninsula. 

The mill manufactured high protein feed under a number of brand names and different 

sizes for the various stages of shrimp growth. The feed produced contained the 

following proportions of major ingredients: 30 percent fish meal; 25 percent wheat flour; 

8-10 percent soya beans; and eight percent squid.  Significantly, many of these 

components are sourced from within the CP Group of companies.  Fish meal was 

imported by a broker for the CP Group from Europe (Denmark) and Latin America 

(Chile, Peru, Argentina). Wheat flour was sourced via a direct transfer from CP Flour 

Mills in Bangkok and squid and soya bean came from Bangkok Produce (a CP 

subsidiary). Most products were brought to the mill via contract transportation agents 

as CP has no investments in the transportation business because of the high liabilities 

and cost associated with accidents in Thailand. In 1996 the plant produced 150,000 

tonnes of shrimp feed, making it CP’s largest shrimp feedmill.  Plant capacity was 

20,000 tonnes per month, with sales in the order of 400 tonnes per day in 1997. With 

the mill’s storage limit at 3,000 tonnes (one week’s production) storage levels were 

kept very low through high sales, which also kept long-term storage expenses to a 

minimum. Further, as shrimp feed has a shelf life of three months, the company 

required quick turnover. The mill sold its products throughout southern Thailand; as far 

north as Surat Thani and south to Naratiwat.  A small fraction was sold to Malaysia 

(about 2 percent of production). CP agents made feed deliveries directly to farms. 

Since the plant opened, there was steady (but unspecified) growth, but as the mill 

missed the major expansions of the early 1990s it can be assumed that this growth 

was probably well down on previous rates of expansion within the company. In fact, 

when asked in early 1997 about future growth, the manager replied that while the CP 

board had recommended 10 to 15 percent growth, he did not in fact expect any 

increase for 1997. 
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The mill had 400 employees, with about 50 being classified as staff and 350 as 

workers. The minimum wage was adhered to (128 baht) with a six day working week. 

The plant operated three shifts: 8am-4pm/4pm-12am/12am-8am. Work was on a 

rotation system, with workers receiving a week on each time-shift. There were no 

penalty rates for work in the evenings and night time. Plant employment since 

construction was steady, though the plant did employ extra people if business 

expanded. There seemed to be little to hinder the company’s labour ‘flexibility’, that is, 

its ability to hire and shed staff. 

From Feed Production to Shrimp Processing 

CP’s major processing plant in the southern region operated under the name Thai 

Prawn Culture Company (TPCC). Built in 1989 with Japanese technology from 

Mycom, the plant underwent a number of modifications due to general expansion within 

the region. The plant is an integrated unit adjacent to a farm and a hatchery for the 

production of post-larvae. The plant processed shrimp in a variety of ways, including 

head on, headless, cooked and breaded. TPCC purchased shrimp from within a 100 

kilometre radius, in either Ranod district or Nakhon Si Thammarat province.  40 percent 

of shrimp came from CP farms at a price determined by the company. The other 60 

percent was bought at farm-gate auctions during harvest times. TPCC made no use of 

contracts, with their own agent travelling to auctions. Shrimp were brought to the plant 

on the day of harvest by contract transport teams, with quality control teams checking 

for levels of anti-biotics and the presence of ‘muddy’ smell in the shrimp at the harvest 

site.7  During the mid-1990s production levels were steady, with 1996 regarded as 

typical. In that year the plant processed 5,000 tonnes of inputs, and with processed 

yield at 60 percent of inputs, this generated 3,000 tonnes of product. When the plant 

first started, daily production was about four tonnes per day. Maximum daily capacity 

was 50 tonnes, however the highest production for one day actually ever reached was 

40 tonnes. At the beginning of 1997 production levels were very low (4T/day) because 

of the effects of disease, which made it very difficult to get a continuous supply of 

shrimp. Normally the average size of shrimp processed at the plant would be 40 

shrimp per kilogram (s/kg), but during this lull it was 50-60s/kg. While the plant 

employed 1,800 workers and 120 staff, during this slow down it was clear that the plant 

had shed numbers. Workers received 128 baht per day for a six day work week and 

This results when shrimp are raised in low saline environments which in turn leads to the 
growth of blue-green algae in the ponds. 
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after one year the daily rate rose to 137 baht.  There was an orientation period lasting 

one week and workers in more skilled jobs received three to six months training. The 

plant operated one shift, from 8am to 5pm (with no pay for lunch hour), and might pay 

overtime until 10pm. 

Major markets were Japan, China, Taiwan, European Union, USA and South Korea. 

However, sales to the Japanese market were decreasing; 70 percent of sales in 1995 

went to Japan, while in 1996 this dropped to 50 percent. Conversely, the company had 

increased its sales to China. However, this was mainly a reflection of the poor quality 

of shrimp the company processed rather than declines in Japanese purchases. 

Shipping is done out of the Songkla port with overseas sales handled by a CP broker 

(see Marketing and Distribution Networks). Even though the plant was over eight years 

old, it still received BoI privileges, because of building new sections and additions, each 

time beginning a new round of BoI promotions. 

Given that almost two-thirds of shrimp sourced by this plant came from independent 

farms, and as this is representative of CP’s production structure throughout Thailand, it 

can be seen that the grow-out stage represents the least integrated part of the 

production chain. A question which arises from this is; given the attempts to model the 

structures of production on previous sectors such as poultry and swine, why did CP not 

have a contract system in operation? In fact, CP did seek to implement a system of 

contract-like production in the Hua Sai district of Songkla province.  This project, set up 

as a cooperative of local growers over 73 hectares, began in 1991 with backing from 

the Ministry of Agriculture and Cooperatives (MAC) and funding from the Bank of 

Agriculture and Agricultural Cooperatives (BAAC) and CP’s Aquaculture Promotion 

Company (ASCC 1996:78). Such a project was seen as an important way in which CP 

could increase control over the grow-out stage without incurring the cost of purchasing 

land, while guaranteeing feed sales and securing a stable stream of mature shrimp. 

This was achieved via CP’s commitment of 100 million baht in return for farmers 

agreeing to turn over their land to the company for a ten year period (Shiva & Karir 

1997:27). However, this was not a real leasing arrangement since it allowed CP 

access to land at around 20,000 baht per rai, one-fifth of the 100,000 baht per rai 

market price at that time (Weigel 1994:119).  Yet, in what would emerge as a major 

problem for Aquastar (see below), those organised within this cooperative production 

system, with its fixed prices, refused to sell directly to CP and demanded an auction 
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system of competing processing companies. Ultimately, CP agreed to this, thus 

signalling the end of CP’s attempt at a contract system (Gronski & Heffernan 1996:21). 

However, CP still retained its wholly-owned and joint-venture farms. It is to two of 

these farms, one owned by TPCC and one a joint venture, Nakhon Aquaculture Farm 

(NAF), to which the analysis now turns.8  The two farms were located within five 

kilometres of the TPCC processing plant and were unique in terms of their size, 

technical capacity and planned lay-out. The farms contained water recycling systems, 

sedimentation ponds and pollution control mechanisms. Feed was purchased from CP 

Feedmills and represents 42 percent of production costs on the TPCC farm. Further 

inputs in the production process included chemicals, lime, anti-biotics and chlorine for 

water treatments. Although the Advance Farmer company provided some of these 

products, 70 percent of non-feed inputs were sourced from CP Group companies.  At 

NAF pond lining was used (supplied via a CP company), although it has unsuccessful 

and was used on only 40 percent of ponds. Machinery, such as aerators, was bought 

from CP companies, while pond cleaning after harvesting was provided by a contract 

bulldozer. The farms had their own laboratories to monitor water quality and shrimp 

health and also consulted with CP’s mobile laboratory service.  All shrimp were sold to 

the TPCC through a price list specified from head office in Bangkok. However, this did 

not necessarily insure the farms against fluctuations in price. At the NAF, prices for 

40s/kg in a two year period rose from 150 baht in 1995 to 200 baht in February 1997, 

which, although beneficial, also meant the farm would have to absorb price declines in 

the future. The farms produced three crops every two years with harvesting 

undertaken by contract workers. The farm managers held bachelors degrees in 

biology and aquatic science and had worked for CP for close to ten years each. 

The farms were marked by an integrated system of channels and pumping systems for 

water control. Water supplies were drawn from pipelines leading directly to the ocean. 

During production there were varying degrees of water exchange. In case of the TPCC 

farm, the first week of production saw very little release and after week one there was 

normally a 30 percent exchange rate—though this changed greatly depending on 

conditions. At the NAF during the first month of grow-out there was no water 

replacement, in the second there was five to 10 percent exchange every five to seven 

In what follows all statements apply to both farms unless otherwise specified. 
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days, the third month 10 to 20 percent every four to five days and the fourth month 30 

to 40 percent every three to four days. However, this is the ideal, and changes in water 

quality lead to great variability, especially with the presence of plankton or blue-green 

algae. The utilisation of sedimentation ponds and recycling systems placed both farms 

in the top range in terms of capital costs, which was reflected in the lower than usual 

feed costs as a proportion of total production cost. 

The NAF was built in 1991 when land cost 50,000 baht (approximately US$2,000) per 

rai, making total land cost for the farm about 60 million baht (although this was 

considered inexpensive). The TPCC farm was built in 1988 when land prices were 

40,000 baht per rai, although the construction of a reservoir in 1992 demonstrated the 

degree to which land prices had risen, when the company had to pay 70,000 baht per 

rai. This means the land cost for the TPCC farm was in the order of 37.1 million baht 

(approximately US$1.5 million). The building of the reservoir at TPCC demonstrated 

the rising problem of salinisation.  Fresh water supplies from the klongs, which had 

previously supplied water for the rice paddies, had become salinated and subsequently 

acted as further encouragement for the extension inland of shrimp farming. With 

regard to crop failures, the TPCC farm manager claimed there had been no losses, 

whereas the experiences of the NAF were significantly different. Around 1992 and 

1993 there was a very open system with no water treatment and recycling. However, 

since 1995 there had been significant environmental change and closed systems of 

production were introduced.9  The manager at the TPCC farm linked unexplained 

problems with the open system to Mitsubishi’s involvement with CP and expressed 

satisfaction with the fact that the withdrawal of the Japanese company in 1992, CP was 

able to take greater direct control of its production practices. 

In 1994 the virulent Yellow Bachulovirus caused a 100 percent crop loss at NAF. Even 

with a three month dry-out period in the ponds, the next crop still recorded losses, in 

the order of 30 percent. As a result stocking rates were reduced by 20 to 40 percent 

from 1992. When production commenced both farms recorded significant crop yields, 

however, since that time crop size fell. In 1995 the TPCC farm recorded a yield of 10.7 

tonnes per hectare, but this dropped to 5.6 tonnes per hectare in 1997. At the NAF the 

There is in fact great variation over the meaning of ‘closed’ systems and in fact no system is 
completely closed. In general, closed system production attempts to reduce the amount of 
water introduced during the production cycle, by relying on sedimentation ponds, water filters 
and other (capital intensive) devices. 
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first crop in 1992 yielded 13.1 tonnes per hectare, whereas in 1996 the farm yield was 

5.5 tonnes per hectare. Similar drops in yields were experienced throughout the 

industry and remain a significant cause for concern among those with investments in 

the sector. The consequences of this are explored below (see Disease and 

Environmental Transformation). For the TPCC farm, the declines in yield meant the 

introduction of pond lining. However this was expensive, and its use was previously 

limited since it had to be imported from Taiwan or the US, but once CP began 

producing the product it became more easily obtained. 

The farms themselves were medium-sized enterprises with the TPCC farm employing 

130 people, 57 staff (laboratory technicians, management, administrative) and 80 

workers (feeding, machine maintenance, pond preparation) and the NAF employing 

140 people (65 staff and 75 workers). Farm workers received the minimum daily wage 

and are generally drawn from local sources. At the NAF farm worker employment 

dropped 25 percent between 1996 and 1997 due to the declines in production. Costs 

at the TPCC farm were 121 baht per kilogram of production while at the NAF the figure 

was 160 baht per kilogram.  The use of multiple pond systems and extensive water 

management techniques had added significantly to farm costs. 

The Distribution Chain 

The subsequent distribution of shrimp is the last link in the production chain in which 

CP continues to play a major part. CP Intertrade, the Group’s international trading 

company, acts to market company products, including shrimp, globally. CP Intertrade 

has multiple overseas offices—Singapore, Hong Kong, Malaysia, Korea, Taiwan, 

Japan, Belgium, Vietnam and the US—which, according to a senior executive in the 

company, play a significant role in the Group’s shrimp operations: 

Singapore helps us with exports of…shrimp products…Malaysia helps us in trading, 
sales/distribution of canned food and as a source of feed for raw materials. Korea 
handles…shrimp…Japan helps in handling shrimp…Belgium is a sourcing base for raw 
feed materials produced in Europe [and]…Vietnam is both a market for agricultural 
products—corn, beans, cashew nuts, etc—and also an import base for feed activities and 
shrimp exports (quoted in Burch 1996:332). 

These four major aspects of the production chain (feedmill, farm, processing, 

distribution) show the degrees to which CP has sought to coordinate its inputs for 

maximum gain at every stage. Yet, there are constraints within the system, reflected 

by disease and declining yields, which for CP meant the pursuit of cheaper sites for 

production. It is thus useful to turn briefly to the Group’s overseas investments since 
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these indicate the means by which the company responded to local problems and the 

ways by which it transformed and structured production practices in other regions. 

CP operated five shrimp feedmills beyond Thailand; three in Indonesia, one in China 

and one in India. In 1997 CP could claim an 80 percent share of the market for shrimp 

feed in India, while in Indonesia it held between 20 and 30 percent of the market (the 

shrimp feedmill in China is experimental).  In Indonesia, shrimp production was under 

the control of a subsidiary, CP Prima. The Group operationed in Java and in 1995 

ambitiously promoted a development in southern Sumatra of farms on 24,000 hectares 

of land, with the intention of hiring 15,000 farmers and building towns and villages (New 

York Times  14 November 1995). CP Prima was engaged in animal feed production 

which allowed the Group to integrate its operations with other local subsidiaries, such 

as CP Indonesia, which ran the Group’s poultry operation (Far Eastern Economic 

Review 21 October 1993). In the early 1990s, CP exported its management 

techniques and feed knowledge to farms in Mexico (ASCC 1996:85-88). India was 

regarded as the starting point for future shrimp investments in Sri Lanka, Bangladesh 

and Pakistan (Manager Daily 26 August 1996). In each of these instances, CP’s 

technique was to establish a joint venture with local capital and to make available the 

technology and skills necessary to establish new operations. 

Contemplating Contracts: The Aquastar Saga10 

Aquastar is an unusual conglomerate that remains in operation in southern Thailand. 

The company’s uniqueness was reinforced by the fact that it was the only shrimp 

producer in Thailand which maintained a vertically-integrated production system using 

contract farming. However, in contrast to the success enjoyed by CP, Aquastar had 

great difficulty in maintaining this production system (see figure 4.4) and keeping it 

profitable. The major reason for this lack of success was conflicts that occurred in the 

contract relationship between the company and farmers. The following section 

examines the structure and capacity of Aquastar and the reasons behind the 

breakdown in its relationship with farmers. 

The information contained in this section is based on interviews with Khun Thamnu 
Maneewan, Deputy General Manager, on the 10th of February 1997 in Ranod and Daniel 
Fegan of Samak Aquaculture on the 4th of July 1997 in Alor Setar, Malaysia. 
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Aquastar was originally established in 1988 by a group of Thai investors and 

subsequently acquired in 1991 by British Petroleum’s food subsidiary, BP Nutrition 

(BPN). During the oil boom of the 1970s BP undertook significant diversification, 

entering into the animal feed market with its purchase of Skretting (Norway) and Trouw 

(Netherlands), which combined to form Europe’s largest salmon feed company, with an 

80 percent market share in Norway. Thus, for BPN, along with similar investments in 

Taiwan and China, Aquastar became a favourable means to enter the Thai fish feed 

market and take advantage of the rapid expansion of the shrimp sector in the late 

1980s. BPN took a 51 percent stake in the company through a joint-venture 

arrangement with the original founders. At the time, Aquastar comprised a feed mill, a 

processing plant, a hatchery, laboratories and an extension service. In 1995 BP 

sought to divest its BPN assets, however it only succeeded in selling the processing 

arm of Aquastar to Thai Union Manufacturing, and the rest of the company remained 

with BPN. Thus, the feedmill and the contract relationship with farmers continued to be 

part of the Aquastar system. 

The feedmill was run in a similar fashion to the CP feedmill with the production of a 

single brand of feed product sold in six pellet sizes. Over 20 ingredients were used in 

producing the feed, but fishmeal and wheat flour constituted the largest elements. The 

wheat flour was bought in Surat Thani and Phuket.  During the high season (May and 

September) fishmeal came from local sources, while in the low season it was imported 

from Chile. Inputs were brought to the mill directly by brokers. The mill, built in 1989, 

had a 90 tonne per day capacity and in 1996 Aquastar produced 32,000 tonnes, which 

had grown from less than 10,000 tonnes in 1989. The storage capacity of the mill was 

a little over 2,000 tonnes—1,500 to 1,800 tonnes for inputs and 350 tonnes for 

processed feed storage. The feed technology was Taiwanese and had been modified 

in Thailand. The feedmill was of major importance to overall company profitability as 

reflected by the fact that Aquastar farmers constituted only 10 percent of the mill’s 

customers, with close to 90 percent of output being sold in Thailand and a small 

fraction exported to India and Malaysia. Between 1990 and 1993 the mill doubled its 

production levels, although growth subsequently slowed. The mill employed 63 

workers, receiving 130 baht per day for a six day working week.  During the high 

season there was continuous production whereas in the low season the plant operated 

on a 16 hour shift. While Aquastar owned no other facilities, it had in the past rented a 
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feedmill in Bangkok for production during peak periods. The mill originally benefited 

from BoI investment privileges, which expired in 1995. 

Aquastar’s other major activities were contract farming, operating a nursery (utilising 

Taiwanese technology), and providing diagnostic, technical and harvesting services. 

All contract farmers were within a 30 kilometre radius of the processing plant in the 

Ranod district. There were 1,060 ponds within the production system with each 

producer having a maximum of two ponds (although there were family members who 

combined investments to have eight to 10 ponds). There were 850 farmers (although 

this counted family members separately) within the contract system. Pond sizes were 

between 0.75 and 1 hectare with a total farm area of 1,000 hectares. For farms to 

break even, a minimum yield of 2.5 tonnes per hectare was required, with the average 

yield being 4.8 tonnes per hectare (in comparison, CP corporate farm yields averaged 

around 50 percent greater). 

Aquastar’s contract system was a particular attempt to produce shrimp without having 

to incur the cost of purchasing land. Aquastar was in fact the first group to begin 

shrimp farming in the Ranod area at a time prior to the collapse of the Taiwanese 

industry, which proved so beneficial for the growth of the shrimp sector in Thailand. 

Modelled on the contract systems operating in the poultry sector, farmers signed a 25

year contract which covered the full gamut of arrangements. For the company, it 

sought to promote the fact that while a local rice farmer might earn 30,000 baht per 

year, shrimp farming could net a profit of 400,000 baht per year.  In order to participate 

in this system farmers were to take out overdrafts of between 450,000 baht and 

600,000 baht per pond for construction.  Farmers had to agree to purchase Aquastar 

feed and, up until 1995, to sell their product at a fixed price to the processing arm of the 

company. Other costs, including the supply of post-larvae, harvesting and electricity, 

were also billed to the farmers. The company held the view that this structure was 

innovative and fair, especially given the rural nature of the area and its lack of 

alternative economic activities. Of course, the other side to this picture was that the 

district provided very favourable conditions in which the company could operate 

unencumbered by competing industries. However, the contract relationships began to 

break down, eventually being dissolved and renegotiated in 1996/7 on the basis of five 

year contracts. It is difficult to get an accurate assessment of the reasons behind this 
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failure, as the company is naturally reticent about these events, though a number of 

factors can be identified. 

When Aquastar was the only shrimp producer in the area it was relatively easy to keep 

the production system stable and farmers satisfied. Initially, farmers involved with the 

company became quite wealthy, realising significant returns on investment.  But as the 

shrimp sector boomed, more farmers within the Ranod district began to take up shrimp 

farming and other companies, such as CP and Golden Harvest, began moving into the 

area. Due to increasing demand, shrimp prices began to rise and the collapse in 

Taiwan in 1987 pushed prices extremely high. Aquastar’s farmers, who were locked 

into a price that was fixed prior to this boom, saw their neighbours receiving much 

higher prices for their shrimp. Clearly, farmers were frustrated with this situation and 

began clandestinely to sell their crop to outside processors. Furthermore, increased 

activity in the district led to an expansion of hatchery services, lowering the price of 

post-larvae and, again, making Aquastar farmers part of a price structure worked out 

prior to the boom. Farmers began to intensify their production by stocking at higher 

densities than those recommended by the company. For some farmers, this allowed 

them to continue to sell some of their crop to the company, but also to sell at higher 

prices to outside processors. Yet, the raising of stocking densities heightened the risk 

of disease and issues of pollution began to impact on the viability of farms. This led to 

many crop losses among contract farmers, a high level of debt and an inability to meet 

contract payments. In addition to these problems, the company had no means to 

accurately track the actual ownership of the farms within its system since few of the 

‘farmers’ actually lived on the farms themselves. This meant that farms, and thus 

contracts, were often transferred between investors without the company’s knowledge. 

These factors combined to undermine the stability of the contract relationship and 

forced a renegotiation on five year terms.  Of course this renegotiation no longer 

included a fixed price for the shrimp as Aquastar had sold its processing arm.  For the 

new contracts it seemed likely the company would incorporate a floating mechanism for 

pricing or impose a nominal levy on shrimp sold to the processing companies in the 

area. Yet, a question arises, why did the company maintain the contract system even 

after selling its processing arm? 

Firstly, the feedmill continued to maintain profitability and the contract provided a 

secure customer base for the mill’s products. Secondly, having failed to divest the 

140 



Chapter 4 Political Economy of Shrimp Aquaculture 

whole arm, BPN was forced into a situation where it could admit to major losses within 

the sector (in terms of profits, but also strategic management) by dissolving the 

contracts, or maintain its presence and thereby shore up its corporate image. It was 

suggested that given BP’s other investments in Thailand and the region, it would have 

been highly inappropriate for the company to abandon an investment originally 

marketed under the banner of Aquastar and rural Thais as “Partners for Progress” 

(Aquastar 1993).  In this instance, it seemed that the desire to save ‘face’, and also 

save more prominent investments, helped to maintain the contract system. In contrast, 

stand-alone processors in southern Thailand have remained relatively strong, with two 

cases signalling degrees of success. 

‘Just Processing’: Kiang Huat Sea Gull Trading Frozen Food (KST)11 

KST is a late-comer to the shrimp sector and is demonstrative of the rapid expansion of 

the industry in the early 1990s. Originally, the parent company, Chotiwat 

Manufacturing (established in 1982), concentrated on processing and exporting ocean 

caught fisheries products using a single plant in Hat Yai. However, high export 

demand for shrimp and capacity limitations led the company to undertake an expansion 

project and subdivision, which in 1993 saw the construction of a shrimp-only 

processing plant on the outskirts of Hat Yai and a processing plant for other fisheries 

products in Pattani.12  Constructing the plant in Hat Yai allowed the company to take 

advantage of the BoI’s promotions associated with Zone 3.  This entitled KST to duty 

free imports of machinery for 1993 and income tax exemption status and a reduced 

duty rate on further imported machinery until 2002. The plant was constructed with 

Scandinavian machinery and technology, although Thai and Japanese machinery was 

also used. Interestingly, the manager regarded Taiwanese technology as basically 

“unreliable”. 

The plant produced the standard variety of shrimp products in frozen and fresh form for 

export. Approximately 90 percent of shrimp processed at the plant came from farms, 

with the remainder ocean caught. The processing plant received all of its farmed 

shrimp from southern Thailand, with the largest proportion coming from Nakhon Si 

Thammarat. The second most important area was Surat Thani, however, shrimp from 

11 The details of this section are based on an interview with Khun Preeda Nana, Plant Manager, 
on the 31st of March 1997 at Namom, Songkla. 

12 During this time the company also built plants in Ranong and Trat. 
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that region were not processed at the Hat Yai plant, but at the company’s Ranong plant 

in the Central region. The third region which met the plant’s needs was the area 

encompassing Satun, Krabi, Trang and Phang Nga provinces.  Shrimp were processed 

within a day of being harvested, although in some circumstances there was 

occasionally a 24-hour delay if the shrimp came from a distant farm. 80 percent of 

shrimp was brought to the processing plant by agents, with the remainder sourced 

directly from farms by KST officers. The plant was relatively similar to the larger ones 

in the region, with a 70 tonne per day capacity.  Total production was around 11,000 

tonnes per year, with 1997 levels estimated at 12,000 tonnes. Japan accounted for 80 

percent of the company’s export market, the European Union 10 percent and the rest 

going to Australia and the USA. Overseas sales were handled by export brokers in 

Bangkok. With regard to quality control, the company randomly sampled at every 

stage of processing, with the objective of eliminating ‘muddy taste’ shrimp. As most 

export was for Japan which, according to the manager, was the strictest importing 

country in the world, the plant maintained very strict environmental controls. The 

manager also noted that one of the reasons for the use of Japanese machinery in the 

plant was related to trade promotion from the company’s Japanese purchasers. That 

is, as a result of supplying technology, particular Japanese clients were preferred 

customers. 

Between 1993 and 1995 the company recorded steady growth in sales, up from 

US$160 million in 1993 to US$170 million in 1995. The plant only processed shrimp, 

although it was able to sell some of its by-products, generally shrimp meal, to the CP 

feedmill in Hat Yai.  Clearly, the company had two major variable costs: labour and 

shrimp for processing. In terms of shrimp, prices in January 1997 for head-on shrimp 

at the farm gate were as follows: 240-250B for 16-20 shrimp/kg; 200B for 21-30 s/kg; 

180B for 40-45 s/kg. These prices were roughly 30 percent to 40 percent higher than 

in 1995, and while shrimp prices continually fluctuate, the manager put this price rise 

down to increased demand as well as the fact that a number of countries which had 

been exporters of shrimp (eg South Korea) were now importers. 

At the beginning of 1997 the plant employed 1,500 production workers, with another 

400 staff in quality control, management and administrative positions. According to 

management, workers received the minimum daily wage (128B and with overtime, 

200B), although the lunch hour was not included in pay. Workers were on a six day 
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single shift week, beginning at 8am and ending at 5pm, although during peak periods 

overtime would last until 8pm. At the time of interview, there were 600 fewer workers in 

the plant as against the period when the company first began operations in 1993. The 

plant manager believed that there was a shortage of workers, and that this was one of 

the main reasons for declines in production. When questioned whether ‘productivity 

gains’ or shortages of shrimp were the reason for the decline in workforce numbers, the 

manager felt neither was significant. The manager’s response to the labour shortage 

was to seek further mechanisation, but this was not strongly preferred because of the 

associated capital costs. While staff turnover was high at 10 percent per month, 

management did not consider this a problem. The issue in terms of labour, however, 

may have been more complex. According to reports from the Friends of Women 

Workers Foundation13, there was a high incidence of undocumented labour (mainly 

Burmese) at the plant, whose wages were about half that of Thai workers, and who 

were not allowed to leave their dormitories on the plant’s premises.14  Management 

acknowledged that on two occasions there were strikes, both of which had been 

around pay disputes. The disputes were resolved quickly, and on both occasions, 

according to management, workers received better pay, though there was no indication 

as to how this related to the workers’ original demands. There was no union at the 

plant, but during the disputes there was an elected worker’s representative at 

negotiations. It is only speculation, but it is likely that the problem of labour shortage at 

the KST plant was at least partly related to unfavourable conditions under which 

workers were employed, and quite possibly to the company’s attempts to keep wages 

low (this point is explored further in the next section). 

As a company principally concerned with the export market, KST was in a relatively 

secure position. The concentration on processing and export allowed KST to avoid the 

problems faced by Aquastar in its direct relationship with farmers, but also meant it 

could not take advantage of feed sales or other aspects associated with vertical 

integration strategies. This partly reflects the history of the company, which grew out of 

a reliance on ocean caught products. Thus, unlike CP, it has no experience in the 

production side of agribusiness. The company seemed relatively comfortable with its 

13 Personal interview, Hat Yai, 3rd of July 1997. 

14 All requests to interview workers at the KST plant were refused. 
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status as a processor and there was no indication of any intention to move beyond the 

scope of its current operations. 

A ‘New Face’: Thai Union Frozen Products (TUF)15 

TUF began as an exporter of tuna to the USA and Japan and was the largest 

manufacturer and exporter of frozen foods in Thailand. During the late 1980s and early 

1990s the company grew on the strength of increasing demand for fisheries products, 

with net profits rising from 82.6 million baht in 1993 to 801.1 million baht in 1997.  In 

1992 TUF began a joint venture with the Japanese sogoshosa Mitsubishi. Mitsubushi 

not only became the company’s main supplier of raw materials (tuna, cuttlefish and 

octopus) but also the main importer into Japan of the company’s products. Further, 

this relationship provided TUF with technicians and positioned the company in a 

distribution chain that linked it to its major Japanese client, the Hagoromo Food 

Corporation. The conglomerate encompassed six companies which produced various 

canned seafood products, pet foods, frozen shrimp, fish meal for animal feed and fish 

oil. It also had interests in retailing (through the sale of specially prepared foods for 

service stations and convenience stores), fast food (through the operation of eight 

Calico Jack seafood restaurants) and printing (for company packaging). The 

conglomerate is the world’s second largest tuna supplier and owned a 50 percent stake 

of the third-largest tuna canner in the USA, Chicken of the Sea International (The 

Nation 14 May 1998). Moreover, because the company sourced many of its raw 

materials from overseas, and processed and exported them as value-added 

commodities it received tax credits. The company is significant in terms of this analysis 

because it was only in mid-1990s that TUF began to invest in the shrimp sector. In 

1996, TUF purchased the processing arm of Aquastar from BPN, allowing it to enter 

the processed shrimp export market under the auspices of the renamed Thai Union 

Seafood (TUS). Clearly, the company has concentrated on the tuna sector, but its 

purchase of Aquastar’s shrimp processing arm and its overseas expansion during the 

late 1990s (a period where most Thai companies were at best consolidating), indicated 

a significant diversification strategy. During 1997 the company exported 8,400 tonnes 

of shrimp (eight percent of the total market) and 31,000 tonnes of tuna (50 percent of 

the canned tuna market and 75 percent of the tuna loin market), with 36 percent of its 

 The details of this section are taken from an interview with Khun Panita Anucrokdilok, 
Supervisor, Office of the President, on the 21st of May 1998 in Bangkok and the TUF (1998) 
Annual Report. 
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sales to Japan and 46 percent to the USA. The company also held a 50 percent share 

of the canned petfood export market. 

Corporates in Comparative Perspective 

These four companies provide an illustration of the shrimp sector as it is organised at a 

corporate level. A number of parallels exist between all the companies. First, links to 

overseas distributors and investors allowed a deepening of involvement by local 

investors in the sector. Second, all the companies utilised Thailand as an export 

platform for the production and processing of raw materials which are, in turn, 

distributed to North America, Northeast Asia and Europe. That is, the production 

process involved local and imported sourcing of raw materials, local processing and 

international markets. Third, the companies all took advantage of BoI investment 

privileges, indicating that conditions created by state policy were, at the very least, of 

benefit to company activity. Yet is also clear that major differences exist between each 

of the conglomerates. CP stood out in terms of its complete dominance in the feed 

market and its vertically-integrated production systems (see table 4.3). Moreover, in 

contrast to Aquastar, CP demonstrated that its size and flexibility allowed it to absorb 

the losses made during its initial attempts to implement contract-farming in the sector. 

Further, CP’s ability to upgrade its processing arm showed a willingness to continually 

draw out the advantages of BoI promotions.  Intriguingly, the contract farming system 

set up under Aquastar wedded the company to a particular form of vertical integration 

which could not cope with the instability of the shrimp production process. However, 

Aquastar’s decline over the last part of the 1990s cannot solely be attributed to events 

within the shrimp sector; the activities of its foreign parent (BP) in seeking to rapidly 

divest its food arm (BPN) certainly undermined broader company practices. The 

retention of the feedmill, with its low technology and maintenance costs (especially in 

Table 4.3 Examples of Integration in the Thai Shrimp Sector 

Feedmill Farm Processing Hatchery Retail 
Ownership Ownership Ownership Ownership Operations 

CP X X X X X 
Aquastar X Xa Xb X — 
KST — — X — — 
Thai Union — — X — X 

a Contract farms b Processing unit sold in 1996 
Source: Personal Interviews (1997) 
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comparison to a processing plant), meant that Aquastar retained a profitable 

enterprise, although the company had little scope for expansion. KST and TUF 

remained separate from the production and feed stages of the sector, having entered 

the shrimp business as a result of related fisheries interests. TUF is the more dynamic 

of the two since it displayed, albeit on a smaller-scale, many similar attributes to CP, 

with interests in retailing, processing and exporting. The stand-alone processors have 

the advantage of not being wedded to a particular location, as CP and Aquastar are 

with their investments in the farm sector, and thus can source materials from a wider 

range of farms. However, this does mean that, unlike CP, both KST and TUF are 

dependent on sourcing shrimp from farms where they have little or no influence over 

the production process. 

On the Farm: Myths and Realities of Independent Small-Holder Shrimp Farming 

Since shrimp farming began in Thailand, many issues have been highlighted as a 

consequence the industry’s development. For the Thai government the independent 

farming sector produces wealth and employment in rural areas and supports 

decentralised industrialisation through the purchasing and supply of inputs. This is 

seen to allow material gains for populations previously dependent on low-value 

commodities such as rice and rubber. In government publications and industry 

promotional material shrimp farming is generally depicted as raising the livelihood of 

previously poor rural families.16  However, these benefits have been contested by 

various researchers, who have argued that the consequences of environmental 

damage, as shown below, outweigh the short-term economic benefits of shrimp 

farming. The central issue in this debate has revolved around a definition of 

“economic” benefits and how they are distributed. Thus, giving economic value to 

natural resources allows a cost/benefit analysis which can point to whether shrimp 

farming produces net economic and environmental losses. Of course, giving ‘value’ to 

This was taken to bizarre extremes in 1997 when an advertisement (associated with an 
industry campaign) appeared in the Thai English language press (The Nation 20 February 
1997) accusing the European Union (EU) of being, “an organised criminal racket that stomps on 
poor farmers of Thailand.” The advertisement was the result of changes to tariffs which affected 
EU imports of Thai shrimp. What was intriguing about the advertisement was that it represented 
the shrimp sector in Thailand as composed of poor rural farmers being discriminated against by 
the vicissitudes of protectionist international trade practices. The implication was that free trade 
regimes would be in the interest of poor Thai shrimp farmers. The advertisement goes on to 
accuse the EU of being a, “bourgeois master who cruelly chains and whips Thai farmers without 
compassion.” Yet, at the farm gate shrimp prices were not affected by such tariff changes; in 
reality it was the processing companies who felt the brunt of the tariffs, of which none could be 
seriously considered a farmer, let alone ‘poor’. 
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natural resources can be highly arbitrary, and it is not surprising that different 

methodologies have produced results which point to both net gains and losses 

(Primavera 1993; Rönnbäck 1999).  Yet, one element of the ‘benefits’ debate which 

has been left relatively uncontested has been the nature of the independent farms 

within the sector. This sector is independent in the sense that the large processing and 

feedmill companies do not own the farms. For the Thai government, the rapid rise in 

the number of small, independent establishments (from 4,544 in 1985 covering 40,769 

hectares to 25,210 in 1995 on 67,405 hectares) and declining farm size (from an 

average of 47.8 rai in 1985 to 16.7 rai in 1995, with 65 percent of farms having a 

culture area under 10 rai) provide proof that not all the fruits of the industry have been 

garnered by the large corporations involved in the sector, but rather have been 

distributed through to local village populations (Goss et al 2000:517; NSO 1997b:22-

23, also see Goss et al 2001).  However, the accuracy of this characterisation requires 

investigation, and may be subject to qualification. 

It is clear that there was a very large increase in the number of establishments, but 

drawing qualitative conclusions from the decline in average farm size is misleading. 

The means by which Thailand’s productive capacities were rapidly increased was 

through a process of intensification and, as noted at the outset of the chapter, 

extensive and intensive shrimp farming require quite different procedures. Thus, all 

that the decline in farm size can confirm is the fact that Thailand shifted very rapidly 

from a primarily extensive to an intensive system. Moreover, the number of intensive 

farms also grew rapidly as more people became involved in the industry during the late 

1980s and early 1990s. It seems that for some of the industry’s boosters, the decline 

in average farm size is sufficient evidence for the rise of seemingly ‘independent’ small-

scale, family farmers (Suraswadi 1997).  It is this issue (ie who entered and remained 

within the shrimp industry) which can help to provide some clues as to the make up of 

the independent farm sector. We can begin by considering the data contained in 

recent studies of the shrimp farm sector. 

In a survey of 348 farms throughout Thailand, Thailand Development Research 

Institute (TDRI) researchers found that only one-third of operators had previously been 

rice farmers and 60 percent of farms remained unregistered (TDRI 1997). A survey of 

107 small farmers in southern Thailand found only 25 percent who could be classified 

as having previous occupations which were unambiguously from lower socio-economic 
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backgrounds (Funge-Smith & Stewart 1996:51).  While surveys in the early 1980s 

showed a high proportion (80 percent) of shrimp farmers with less than elementary 

education in the Hua Sai district of Songkla, in 1993 42 percent of farmers in the same 

district had a secondary or higher level of education (Funge-Smith & Stewart 

1996:13).17  The major census of marine industries, conducted every five years by the 

National Statistics Office (NSO), reported in 1995 that paid employment on shrimp 

farms had risen to 33.3 percent of all farms, up from 22.3 percent in 1990 and 14.2 

percent in 1985 (NSO 1997a:68). Finally, while a survey by the Network of 

Aquaculture Centres in the Asia-Pacific (NACA) found that only 20 percent of shrimp 

producers owned their farms (quoted in Barraclough & Finger-Stich 1996:17), the NSO 

survey found 72.5 percent of shrimp farms were owned (NSO 1997b:24). While this 

discrepancy might have arisen because of the use of different classifications over the 

relationship between ‘ownership’ and ‘indebtedness’, the NSO survey records regional 

ranges of between one-quarter and one-third of shrimp farms on rented lands (NSO 

1997b:24). 

While none of these survey results can be considered conclusive, they point to a 

number of trends. First, those participating as shrimp farm owners do not seem to be 

overwhelmingly drawn from the poorer sections of local communities. While one 

cannot dispute the presence of many ‘locals’ in the shrimp industry, such a term masks 

internal class difference, as the majority of those who participate in the shrimp sector 

are in reality processing factory workers and farm labourers, rather than independent 

owners (Goss et al 2001).  Second, the idea that there was simply a growing level of 

family-farming of shrimp was contradicted by the increasing level of paid-employment 

on farms. Further, such statistics underestimate the degree of wage labour on the 

farm, since only ‘permanent’ farm labour is surveyed, while contract labour, hired for 

harvesting and post-harvest sorting, is excluded. Third, once the majority of shrimp 

farms operated intensive systems, the evidence to emerge detailing increases or 

decreases in average farm size was inconclusive, for the simple reason that it was 

impossible to access comparative data over time, since intensive production in the 

shrimp industry was a relatively recent phenomenon. Fourth, and most importantly, 

because farm owners have sought to avoid the liabilities associated with registration or 

taxation, and in part because of a lack of enthusiasm on the part of government to 

In 1990, only 28 percent of the Thai population was educated to or beyond the secondary 
level (Anderson 1998). 
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enforce regulations (Funge-Smith & Stewart 1996:51), very little clear evidence exists 

as to the nature and patterns of land ownership or multiple farm ownership. Fifth, given 

the nature of shrimp farming, for those investors who can afford it (such as CP), 

multiple farms, rather than consolidation are clearly preferable, since this allows a 

dispersal of the risk associated with crop loss through disease. Sixth, statistics which 

measure the number of establishments contain contradictions. For instance, while 

Aquastar does not own the 1,060 farms with which it contracts, the nature of the 

contract relationship undermines the classification of those farms as independent. Yet, 

each of these farms will be counted as a separate (‘independent’) entity in surveys. 

Here, such surveys fail to take account of the contract relationship, since independent 

ownership is assumed. Further, it is clear that CP has investments in the farm sector 

and an unspecified presence in joint-venture farms, yet again none of these farms will 

be registered as a single owner, but as discrete establishments. Finally, two-thirds of 

all farms carried debt, further undermining the notion of the farm sector as simply 

‘independent’ (NSO 1997b:54). 

The issue of obtaining an accurate picture of the farm ownership patterns in Thailand 

would be an extremely complex (and politically sensitive) matter. It is likely such a 

project would be impossible. Ultimately, though, it is possible to draw a number of 

conclusions with the evidence that does exist concerning the farm sector. The 

important point is to problematise the use of statistical evidence as implicitly denoting a 

distinct set of elements to the shrimp sector. What these contradictions in the 

statistical evidence at the farm sector reveal are relations of production that cross the 

boundaries of the production cycle. The statistical analyses utilised by the industry’s 

promoters treat the farm as an independent entity not just in a commercial sense, but in 

the sense of decision-making and production choices. In a way, an overemphasis on 

the minutiae of shrimp farm ownership can disguise the scope of broader corporate 

policy relating to sourcing and the supply of inputs.  This is demonstrated by CP’s 

presence within the farm sector through its feed sales and diagnostic and extension 

services, all of which allow it to influence and shape the production strategies of 

‘independent’ farmers. 
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Creating Agri-workers: Wage Labour in the Shrimp Sector18 

One of the major outcomes of shrimp industry development was the domination of local 

economic activities, where whole districts became dependent for employment on the 

activities of shrimp production. The greatest number of people were employed within 

the processing plants, followed by the feedmills and at a distant third, the farms, 

hatcheries and associated service sectors. 

In terms of describing the roles of labour within production it is easiest to discuss this 

by following the shrimp through the production cycle. Shrimp larvae and eggs must be 

harvested and transported from coastal areas to nurseries and hatcheries. At this 

stage there is a relatively small labour force, usually employed under casual conditions, 

who collect the eggs and encentine (egg-producing) shrimp.  During the nursery stage 

a small number of workers are employed at the hatcheries, where they undertake 

duties such as water monitoring, general machinery work and packaging of larvae for 

the shrimp farms. At the farms (grow-out stage) the shrimp require approximately four 

and a half months tending before being ready for harvesting, with two ponds being 

overseen by each worker. The delivery of feed to the farm is undertaken by transport 

companies contracted by feedmills, with the transport companies supplying the 

labourers. The feedmills usually employ up to 400 workers with some variation when 

seasonal demand increases. Shrimp are harvested by contract cleaning and sorting 

teams of about 20 workers (paid for by the farm and the processing company which 

has purchased the shrimp), and the ponds are cleaned and prepared for the next 

production cycle by another contract team (which is paid for by the farm operator). The 

shrimp are transported to processing plants, which usually employ between 1,500 and 

2,000 workers per plant. From here the shrimp are exported through the shipping and 

export agents of various processing companies. 

The details of this section are based on surveys with workers in three processing companies 
(Kiang Huat Sea Gull Trading Frozen Food, CP, Golden Harvest), two feedmill companies 
(Aquastar, CP), three corporate farms (CP, Aquastar) and ten independent farms in the districts 
of Chana, Tepa and Ranod, Songkla province, during January, February and June of 1997 and 
an interview with Khun Supaporn Chauapong and Khun Sukanya Sangsuvanno, project 
officers, Friends of Women Workers Foundation, in Hat Yai on the 3rd of July 1997. 

150 

18



Chapter 4 Political Economy of Shrimp Aquaculture 

The replication of standardised factory work at the processing stage of this sector is of 

great similarity to many other labour intensive capitalist production processes.19  In the 

processing plants, a gendered division of labour exists which is all-encompassing and 

rarely contravened. This takes the form of young women making up the production line 

workforce for the manual processing of shrimp. The women are usually in their late-

teens to early-twenties and earn the legal minimum wage, around US$3.50 a day. In a 

survey of processing workers undertaken in early 1997 at a processing plant in Ranod 

district Songkla, 62 percent (16 of 26) of the workers had children and 65 percent (17 

of 26) were married.20  From statements of many of the workers surveyed, their income 

provided a supplement to family income, rather than income for personal spending. 

While this evidence only allows speculation, it could be seen that such work actually 

tends to reinforce gendered divisions of labour in the home as women remain the 

primary providers of child-rearing, in addition to providing income to maintain family 

structure to meet shortfalls in male wages. As the work is mainly casual, and a number 

of the women spoke of going in and out of factory work, seeing these types of 

employment as empowering is contradictory. Clearly women have access to increases 

in income which could alleviate costs for families (as long as increases in wages are 

not swallowed by inflation—which averaged 6.5 percent between 1996 and 1998, see 

NESDB 2000:11). But, more importantly, in these cases the increases seem not to 

actually transform the dynamics of their gendered position as child-raisers through 

increased, for example, adult educational opportunities. 

There were no special rates for overtime work nor unions or on-site organisations 

protecting rights. There were on occasions industrial disputes, with workers winning 

increases in wages based on length of service; yet there was no overall substantial 

improvement on minimum rates (Thai Development Support Committee 1995). As the 

legal minimum wage remained the guiding principle for earnings in a sector with high 

worker turnover, it is easy to recognise the inequity in bargaining power and the 

difficulty for organising collective action. Another aspect of employment changes was 

demonstrated in the processing plants of southern Thailand where, for example, the 

KST plant registered a 20 percent decrease in employment levels between 1996 and 

19 For strikingly similar cases in Guatemala and Taiwan, which reproduce almost identical social 
and gender relations of production in export sectors of manufacturing, see Petersen (1994) and 
Gallin (1990). 

20 Survey conducted, 3 February 1997. 
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1997.21  This lack of employment security is the result of the fluctuating nature of of 

shrimp production and, more specifically for this period, the impacts of declining 

production levels due to disease. These shifts in employment levels at the processing 

plants and the high levels of casualisation also mean that wage conditions for the 

workers are limited. While theoretically a worker received increases in pay relative to 

the length of employment, the peaks and troughs of shrimp production and the steady 

supply of excess female labour in rural Thailand made it easy for companies to keep 

wages down as continuous periods of employment in the processing plants are 

unlikely. 

Male workers on the other hand tend to be a little older, but their earnings are roughly 

similar—again because of the adherence to minimum wages. Within the processing 

plants, male workers held positions as drivers, guards and forklift operators and were 

less likely than female workers to be affected by the changes of employment levels 

during off-season periods of decreased production. 

Feedmills employed fewer workers as compared with the processing plants, and while 

there was again a significant gendered division of labour, employment levels of men 

and women were roughly equal. The standard pay rate was the minimum wage with 

no special rates for overtime. There did not appear to be any significant level of 

industrial conflict within the feedmill system because the workforce was usually fairly 

small and differentiated within work practices, making coordination between workers 

difficult. Needless to say there are no bodies of representation for workers’ interests 

(as one manager stated, “unions are not necessary because we treat our workers 

well”).22 

Shrimp Research and Corporate Strategies 

The development of shrimp farming as a global industry lead to the emergence of a 

large body of literature aimed at offering policy advice, improving efficiency and 

increasing production in shrimp farming (for example: Bith-Hong et al 1997; Hotta 

1996; New et al 1993; Phillips 1994). The areas of research that dominate industry 

literature are disease, feed, pollution and, to a lesser extent, a range of environmental 

21 Personal interview, 31st January 1997. 

22 CP feedmill scientific officer, 1997. 
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issues highlighted by ‘green’ groups. CP used its status within the shrimp industry to 

produce and promote a number of resources for the benefit of farmers, researchers 

and government officials. This involved the publication of newsletters (in Thai and 

English) concerning current shrimp research, the provision of technical services to 

farmers and the funding of research concerning disease. Yet these activities were 

hardly philanthropic: they were indicative of corporate strategy within the shrimp sector 

and were symptomatic of the ways in which constraints, placed upon the further 

expansion of the industry, were circumvented. 

Disease and Technical Services 

An interesting aspect of the technical base of shrimp production was its demonstration 

of the ways in which ‘south’ to ’south’ relationships of technology transfer develop. 

While the case of Latin American shrimp production, with its relative dependence upon 

North American technology, fitted the old ‘first world/third world’ model, the Thai 

experience suggested a different perspective. Thai agribusiness, specifically the CP 

Group, was a dynamic agent in this process of transfer in the Asia-Pacific region. 

Thailand was itself a recipient of technology transfers from Taiwan, and during the late 

1980s and 1990s the CP Group, in conjunction with the Department of Fisheries, 

provided the full range of know-how and inputs to joint venture projects established 

throughout the country. 

The primary areas of interest for researchers included feed and hatchery efficiency, 

disease control and genetic engineering (Skladany & Harris 1995:179).  Disease was 

by far and away the most serious techno-scientific issue faced by the farmed shrimp 

industry. As a proportion of industry literature, it dominated reports and newsletters, 

along with questions of management techniques, control and quarantine procedures 

and diagnostic and treatment protocols. Disease virtually wiped out the Taiwanese 

shrimp farming industry in 1988 (Stonich et al 1997:165), while in 1993 Chinese 

producers lost 80 percent of their crop within a two month period. In 1991, one report 

identified seven diseases that had been detected in shrimp in Thailand.23  The ubiquity 

of disease and subsequent crop failure was amply demonstrated in a survey 

undertaken by Singh and Brenner (1995) in Chantaburi province where, on average, 

 These included Vibriosis, Black Splinter Disease, Monodon Baculovirus (MBV), Protozoan 
Fouling Disease, Microsporidian Infection, Black/Brown Gills, Tail Rot Disease and Sky-Blue 
Discolouration (ASCC 1996:110-112). 
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one crop cycle in five failed. As such, there was clear interest on the part of the shrimp 

industry to seek resolutions to the ‘threat’ this posed to the sector. The CP Group, in a 

joint venture with government and other industry members, established the Shrimp 

Culture and Research Development Company (SCRDC) to act as the major research 

arm in Thailand for the pursuit of advanced genetic codes for higher shrimp production 

levels and greater disease tolerance (Bangkok Post 24 January 1997). 

However, these procedures were not simply confined to research laboratories; there 

were applied uses of scientific research, as demonstrated through CP’s mobile 

diagnostic units, which offered advice and disease control to farmers within their 

production circuits. Perhaps the most important factor in this private provision of 

diagnostic services to many ‘independent’ shrimp farms was its strategic nature. That 

is, by offering farmers a scientific service ‘free’ of charge two significant relationships 

were created. First, CP maintained an active knowledge of the farming systems 

throughout its diagnostic region, which allowed it to prepare for many eventualities 

such as the onset of disease. This also allowed the Group a fairly good view of the 

shrimp themselves—which at harvest time gave company agents the greatest amount 

of information (as compared to other processing companies) when choosing stock to 

acquire for processing. Second, the provision of these services acted as an incentive 

for farms to maintain further relations with CP (through feed and technology inputs, for 

instance). Company representatives acted as direct contacts with shrimp farmers, 

providing information and technical know-how, and in this way, establishing a positive 

relationship (‘making friends’) which was cultivated for commercial purposes.24 

Pollution and Environmental Change 

One particular issue that has received international attention has been the loss and 

destruction of mangrove areas for shrimp farms (Folke & Kautsky 1992; Knud-Hansen 

1995; von Post & Åhman 1997; Primavera 1998; Weigall 1994).  However, this highly 

contentious issue has been met with stiff denial on the part of industry and sections of 

the Thai government (see, for example, Kongkeo 1994:70).  The Asian Shrimp Culture 

Council (a research and industry grouping funded jointly by the CP Group and the Thai 

government) has published a number of reports and articles which purport to show that 

the shrimp industry is not the prime cause of mangrove destruction (Hambrey 1996:1, 

 Interview with a CP Group shrimp feed sales agent, Songkla province, June 1997. 
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4; Menasveta 1996:2-3).  Additionally, the Shrimp Council (a public relations body of 

the US National Fisheries Institute representing US importers of farmed shrimp) has 

sought to counter the claims of mangrove loss as a result of shrimp farming (The 

Shrimp Council 1996). 

But pollution from shrimp farming undoubtedly occurs, and has serious side effects for 

the surrounding environment. Shrimp ponds demand both fresh and salt water and 

thus use local water resources with great intensity. In the latter stages of the 

production cycle, water exchange rates of 30 to 40 percent are required every four to 

five days in order to maintain water quality (Thongrak et al 1997:131).  Salinity 

problems with seepage into neighbouring fields and fresh water-ways is a common 

occurrence, which has been widely reported. This makes alternative cropping (such as 

rice) very difficult as it affects production levels and crop quality (Claridge 1996; Gain 

1995:16-17; Mukul 1994; Radhakrishna 1995:14-15; Skladany & Harris 1995:184). 

Sediments and pond effluent are often simply released into surrounding water systems 

to save costs. This has, in turn, affected the shrimp farms themselves as local salt 

water quality is now highly suspect (Flaherty & Karnjanakeson 1995:33).  Finally, the 

conversion of coastal systems into monocultural areas has had disastrous long term 

social and ecological effects. The lifespan of an intensive shrimp farm is between five 

and ten years, after which the land becomes unproductive. Once the farm is finished it 

is difficult to convert it to other productive activities. In Thailand only three to five 

percent of the original farms in the Gulf of Thailand (Thailand’s first intensive farmed 

shrimp region which developed in the late 1980s) remain in operation (Musig, 1996) 

with 20,000 hectares of farms abandoned in the Gulf’s fiver inner provinces between 

1989 and 1994 (Singh & Brenner 1995:12). 

The significance of the irreversibility of pond structures was brought into greater relief 

in the mid-1990s with the emergence of inland shrimp farming. This posed even 

greater problems to local ecology, since coastal shrimp farming did allow, albeit 

inadequately, for the diffusion of waste materials into the sea, whereas inland shrimp 

farming generally deposited waste materials into local rivers. The problem posed by 

inland shrimp farming was that relative to surrounding water supplies, resource use 

was at a greatly higher rate as compared with the coast. Furthermore, salt water 

literally had to be trucked in and deposited in ponds to create the proper saline 
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conditions for breeding shrimp. Needless to say, this caused leaching and salinisation 

of fresh water supplies. 

The question that arises is why did inland shrimp farming begin? In 1995, it remained 

relatively small accounting for about 1,600 farms over 18,351 rai (2,930 hectares), or 

less than 4 percent of the total shrimp farming area. Yet, by 1998 the number of inland 

shrimp farms grew to over 8,000, encompassing about 91,000 rai (approximately 

14,500 hectares), an almost five-fold increase to about 20 percent of the total shrimp 

farming area (DOF 1995; SARDI 1998).25  In 1998 half of all inland shrimp farms were 

in the two provinces of Chonburi and Chacheongsao and the majority were in 

provinces adjacent to the upper sections of the Gulf of Thailand and the eastern 

seaboard, with little expansion of inland shrimp farming in the southern peninsula. 

Four major factors help explain the rise of inland shrimp farming. Firstly, by 1995 

Thailand had reached its peak production level and in the years following total 

production began to decline as a result of crop losses through disease, pollution and 

over-exploitation. This drove the demand for new sites, but the expansion of areas 

along the eastern coastline was all but exhausted and few wished to move to the 

western coastline where tourism tended to be a more significant money earner. 

Secondly, land costs were generally lower for inland areas than coastal areas, and 

acquiring land previously grown with rice was relatively easy. Third, and perhaps most 

contentiously, the Department of Fisheries promoted inland shrimp farming as a means 

of raising rural income (DOF 1998). Among the beneficiaries of this expansion of 

shrimp were the feed and processing companies which, during a period of declining 

production after the peaks mid-1990s, were able to supply and source a region in 

compensation for other regional declines. Fourth, the economic crisis of 1997 drove 

the demand for alternative sources of income, and export commodities in high demand 

which were tied to US dollar prices meant very high potential returns as the baht 

tumbled (Flaherty et al 1999; Flaherty & Vandergeest 1998). 

Unusually, the growth of inland shrimp generated significant negative comment within 

the Thai press and sections of the bureaucracy outside the DOF (Bangkok Post 18 

May 1998; The Nation 24 May 1998). The most important bureaucratic body to come 

 Although, some estimates place the figure at 16,000 hectares of inland shrimp farms (Flaherty 
et al 1999:2049). 
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out publicly against inland shrimp farming was the National Environment Board, which 

warned of grave problems of pollution if the process were allowed to continue 

(Vandergeest et al 1999:591).  Also, while the senior echelons of the DOF supported 

inland shrimp farming, it was not clear if the organisation as whole was supportive. 

The issue was supposedly resolved in June of 1998 when the government announced 

a ban on inland shrimp farming, with a number of provisions to allow those farms 

already existent to make the transition to other productive forms. Yet, it was unclear 

what mechanisms of enforcement would be utilised and by late 1998 although 

government reporting stated there was no longer a significant level on inland farming, 

there was evidence to suggest otherwise and that the ban was implemented on an ad 

hoc basis (Flaherty et al 1999; Vandergeest et al 1999).  Irrespective of the exact 

amount of subsequent decline in inland shrimp farming, it is clear that the expansion 

was rapid and was the result of attempts to meet supply demands as other production 

sites failed due to disease and pollution. That shrimp farming moved into such 

sensitive areas as inland agricultural regions is not so surprising given its history of 

expansion throughout coastal regions. 

The Financial Politics of Global Shrimp 

A further link in the corporate-commodity analysis of shrimp involves an examination of 

the financial politics of shrimp. Over the last decade shrimp prices, in line with 

production levels (see figure 4.5), have gone through a series of boom and bust cycles 

internationally. The most spectacular of these occurred between 1988 and 1990, when 

giant tiger shrimp prices drifted between US$17.50 and US$8.50 per kg unit 

(ASCC1996).26  Prices climbed rapidly in 1988 as a result of the collapse of the 

Taiwanese industry, which experienced crop losses of over 75 percent. However, 

increased prices fed a huge expansion of the global industry and by 1990 there was a 

glut. The subsequent drop in prices brought high rates of bankruptcy for those that had 

over-capitalised on the expectation of continuing strong prices.  Funge-Smith and 

Stewart (1996:46) note that at the farm-gate a 10 percent decline in shrimp price can 

result in a 73 percent decline in income to the farmer. 

The prices quoted here refer to 16/20s giant tiger shrimp—the most valuable shrimp product. 
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Figure 4.5 Farmed Shrimp Production, Various Countries, 1987-1998. 
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Table 4.4 Frozen Shrimp Exports, Thailand 1994-1999, US$millions 

1994 1995 1996 1997 1998 1999 

USA 608.2 520.8 470.9 442.1 458.6 492.9 
Japan 700.3 715.2 485.7 374.7 283.9 275.7 
China 31.8 69.6 136.8 123.6 107.0 84.5 
Singapore 85.9 112.0 120.5 104.8 106.5 86.9 
Australia 50.1 49.2 46.7 53.0 55.4 55.3 
Hong Kong 77.5 92.0 81.3 55.0 30.4 28.6 
Taiwan 80.2 87.2 75.4 70.2 45.8 44.1 
Canada 58.9 41.9 43.8 45.2 47.6 45.4 
South Korea 11.7 22.1 40.0 36.5 9.3 19.7 
Britain — — 26.1 25.2 21.2 15.1 
Others 185.9 224.8 164.3 113.6 134.2 69.3 

Total 1,890.5 1,934.8 1,691.5 1,443.9 1,300.0 1,217.5 

Total Exports 199,476 175,091 161,462 137,082 150,014 — 
(tonnes) 

Source: DBE (2000) 

In Thailand, export prices for shrimp vary, depending on market destination (Goss et al 

2000:523-524). The difference between unit values was as high as US$5/kilogram, in 

the case of the US and Taiwan during the 1994/95 season. This in part reflects the 

quality of shrimp being sold and the level of spending power of consumers within the 

countries of import. However, the outbreak of diseases in Thailand during 1996 

significantly affected the industry, with a 13 percent drop in export levels and a 17 

percent drop in export value recorded for the period 1994/95 to 1995/96 (Goss et al 

2000:524). While the shrimp destined for the Japanese market witnessed a rise in 

per/kg prices, this had to be understood in the context of a shortage of high quality 

shrimp and the fact that Japan is the most stringent buyer in terms of import regulations 

concerning shrimp health.27  Yet, this decline in shrimp export value was of great 

concern and, as analysed above, produced unforeseen consequences as shrimp 

farming moved inland. Further, this situation was marked by increasing production of 

less valuable shrimp which in turn generated the growth of exports to less valuable 

markets, especially China, Taiwan and South Korea (see table 4.4). 

This situation was also exacerbated by a 12 percent appreciation, in real terms, of the Thai 
baht relative to the Japanese yen, in effect making Thai exports 12 percent more expensive for 
this period (Warr 1997:326). 
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The decline in export values and production after 1995 was the first of its kind in the 

Thai industry’s brief history. While it did not match the massive declines recorded 

within China and Taiwan in the late 1980s and early 1990s, to those who envisaged 

continuing increases in production, this decline in Thailand came as a surprise to many 

in the industry. Initially, such changes for an organisation such as CP should be an 

expected part of its corporate preparedness, and given the Group’s regional 

investments at the time, CP felt a security and flexibility unavailable to any other player 

within the shrimp sector in Thailand. Management within the Group publicly hinted at 

the possibility that it might ‘move on’, given the 30 percent cheaper production costs 

available in Indonesia (Manager Daily 26 August 1996). The irony of the devaluation of 

the Thai baht in mid 1997 was that, in effect, differences in production costs with other 

countries in the region were erased. Moreover, CP’s problems with financial stability 

(see chapter 3) as a result of the economic crisis, forced the conglomerate to 

consolidate investments. 

Conclusion 

The roller-coaster like conditions of Thailand’s shrimp industry do not seem set to 

abate. The fluctuations in production, the (re)appearances of disease, the growth of 

inland farming and ecological transformation all characterise the sector as dynamic and 

have led many to concentrate research within these fields. It is not surprising that this 

concentration on the contingent elements of the shrimp sector has captured the 

attention of much analysis. Yet, those elements of the sector that have garnered the 

greatest monetary reward from shrimp farming remained relatively marginal in the 

context of much analysis. Perhaps, because they demonstrated less contingency and 

sought to operate in patterns similar to other agricultural sectors, their presence was 

regarded as ubiquitous. This chapter has argued that such treatment would be a grave 

mistake for understanding the kind of development and restructuring processes which 

took place in Thailand’s shrimp industry. It is clear that the intimate connections 

between the state and specific corporations played a large role in creating the 

framework for the industry’s growth. Further, it was Thai agribusinesses which came to 

dominate the industry, acting as the mediator between local production and global 

demand. This is not to say that the industry’s development was simply determined by 

agribusiness; certainly the high value of shrimp and the destructive consequences of 

production facilitated unique characteristics to the sector. Farms, at certain points in 

time, succeeded in playing off different processing companies against each other. But 
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fundamental to the sector’s development was the role of agribusiness, which quickly 

came to shape the agri-food complex that emerged in the 1990s.  Most importantly, as 

the sector developed, risk came to be located at the farm, rather than with the 

corporation, which became more insulated from fluctuations within the sector— 

although, the degree to which this was more the result of design than default is 

significant (see chapter 6). Nevertheless, while the farm sector witnessed high levels 

of turn-over and indebtedness, agribusiness groups, despite the economic crisis, 

remained the most secure and wealthiest. Furthermore, while the industry remains in 

the early stages of development, the trend towards ‘independent’ enterprises saw 

shrimp farming exacerbate local class differences with narrow populations of shrimp 

farm owners positioned above an expanding casualised rural wage-labour force. 
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Revisiting Import Substitution Industrialisation: The Development 
and Restructuring of Thailand’s Dairy Industry 

In the literature dealing with the effect of dairy farming on the conditions of the peasantry, we 
constantly come up against contradictions: on the one hand, reference is made to progress in 

farming, the enlargement of incomes, the improvement of agricultural technique and the 
acquisition of improved implements; on the other hand, we have statements about the 

deterioration of food, the creation of new types of bondage and the ruin of the peasants. 
V I Lenin (1977 [1902]:279), The Development of Capitalism in Russia 

Introduction 

The growth of Thailand’s dairy industry over the last thirty years was part of the general 

processes of restructuring in the countryside. During this time a rapid expansion in the 

consumption of dairy products occurred. Increasing incomes within urban areas drove 

demand for processed food products such as yoghurt, ice cream, butter and cheeses. 

Responding to these demands for dairy products the government, from the 1970s 

onwards, encouraged and supported the development of small-scale dairying to supply 

liquid milk to processors and manufacturers. This support was viewed as having an 

important social component because it diversified economic activity in the countryside, 

raised household incomes and created rural employment. However, the extent to 

which this was the case was a matter of conflicting interpretation. Furthermore, 

international and local agribusiness, with significant stakes in the processing sector, 

found that their interests might not necessarily parallel those of Thailand’s dairy 

farmers. This was especially clear when demand for dairy products accelerated rapidly 

in the late 1980s and with local productivity remaining low, an increasing amount of 

dairy products and inputs began to be imported. Agencies of the state, in particular the 

major regulatory body given to promoting the dairy industry, the Dairy Farming 

Promotion Organisation (DFPO), were faced with competing interests and under 

enormous financial pressure once the consequences of the 1997 economic crisis 

became manifest. 

Given this, the dairy industry provides a useful case study since it highlights the 

differing conflicts which come into play when the state seeks a role which combines 

commercial expansion with poverty alleviation. The complex interplay of relationships 

which developed between farmers, companies, bureaucrats and consumers in 

Thailand’s dairy industry signified ever-increasing transformations in relations of 
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production. In order to study these relations, and the dairy industry more generally, this 

chapter undertakes a critical analysis of dairying in Thailand which places the role of 

agribusiness, specifically the dairy processors, at the forefront of analysis. There are 

two reasons for this. Firstly, the vast majority of literature on the dairy industry in 

Thailand is concentrated at the farm-level or is the product of government agencies 

given the job of promoting and regulating the industry (see for example DFPO 1996; 

FAO 1990; Nissapa & Thungwa 1996; Simiaraks 1988).  This literature has tended to 

ignore the role of the processing companies as a component of the sector, and the 

degree to which agribusiness shapes the sector’s structure has not received significant 

examination. Second, as the industry was promoted, there was little exploration of the 

importance of government activities vis à vis agribusiness. While there are analyses of 

the impacts of farmer and government interactions, such as the need for improved 

extension services or feeding regimes and the role of cooperatives (see for example 

Danida 1994; FAO 1990; Katkasame et al 1996; Kawashima et al 1997), there has 

been little work which has examined the specific interests which the processing sector 

pursues in its attempts to influence the government and shape the industry. 

Given these gaps in the examination of the dairy sector, this chapter analyses the 

structure of the industry and the various players (farmers, cooperatives and 

processors) involved in the production process, and uses this as a the framework in 

which to situate a critical perspective of the industry and weigh up the competing 

interests and “balance of forces” within the sector. The chapter begins by describing 

the growth and development of the industry, with particular attention paid to its history 

and the various actors and institutions which have shaped its structure. Following this, 

the chapter moves to a discussion of agribusiness strategies and how the state relates 

to, is affected by, and seeks to influence, the agents of capital. The chapter then 

examines the role of cooperatives and the dynamics of corporate-state-farmer 

relationships in southern, central and north-eastern Thailand. Each of these sections 

will make use of case-studies which draw on data from farmers and cooperatives and 

private and state-owned processing companies of local and national scope, and will 

analyse the role of various state institutions. In addition, each section will offer a 

comparative review and critical evaluation of the data presented. The chapter then 

moves to an analysis of the consequences of the economic crisis of 1997, which 

intensified the commercial pressures placed upon the industry and the conflicts which 

ensued between farmers, capital and the state, where the latter seeks to represent all 

groups within this agri-food sector.  In conclusion, the chapter locates Thailand’s dairy 
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development project within the history of import substitution industrialisation (ISI) 

policy, which acted as a tool for state planning and as part of a broader historical 

moment of Third World ‘developmentalism’. 

The Historical Context to Thailand’s Dairy Development 

In a little over thirty years, Thailand moved from being a country with virtually no 

capacity for, nor consumption of, dairy products, to one with over 19,000 dairy farms 

and annual raw milk production of over 300,000 tonnes (DLD 1997:17; MAC 

1995/96:115). During the 1990s consumption of milk increased rapidly, with average 

intake per person per year rising from 2.3 kilograms in 1987 to 9.3 kilograms in 1996 

(MAC 1996:24). Clearly, this phenomenon was a sign of the increasing purchasing 

power of Thailand’s urbanising population and the shift towards diets of higher protein 

and vitamin content. By the 1990s a number of Thai processors produced the full 

range of dairy products: pasteurised milk, UHT (ultra high temperature) milk, sterilised 

milk, yoghurt, butter, cheese and ice cream.  Representatives of major international 

firms such as Nestlé, Foremost, the Australian Dairy Corporation and Meiji were in joint 

venture with local partners and a number of stand alone operations existed. In the 

1994-95 financial year, dairy products were the most highly advertised food item by 

Table 5.1 Dairy Products Imports, Thailand 1993-1999 (US$millions) 

1993 1994 1995 1996 1997 1998 1999 

Australia 55.7 61.2 78.2 108.6 78.8 82.6 77.4 
New Zealand 40.7 53.7 65.3 81.6 84.4 73.7 61.6 
Poland 11.4 8.2 16.9 26.2 26.1 na na 
Netherlands 17.2 19.5 30.2 25.5 31.4 16.3 16.3 
Ireland 9.3 10.8 19.1 21.5 18.9 16.4 8.9 
Denmark 11.3 8.8 10.0 12.9 10.1 na na 
Great Britain 1.3 2.1 3.9 10.4 na 5.3 8.7 
Germany 7.8 9.0 13.7 9.8 na 3.2 10.4 
Switzerland 1.7 0.3 1.2 3.0 14.2 na na 
USA na 4.2 13.9 9.4 11.9 12.7 11.2 
France na 2.4 8.0 7.3 8.2 5.0 4.8 
Czech Republic — — — 20.7 19.3 na na 

Others 42.2 58.4 56.6 23.6 44.8 42.7 36.2 

Total 198.6 238.6 317.0 360.5 348.1 257.9 235.5 

Source: DBE (various years) 
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expenditure, and tenth most advertised item overall.1  In addition, Thailand became a 

major market for overseas dairy producers, with imports reaching a peak of US$360.5 

million in 1996 and Australian and New Zealand producers taking a combined 45 to 50 

percent share of total imports (see table 5.1). 

Yet, the conditions which underlay this process were not simply part of a ‘natural’ 

expansion of productive capacity. State interventions and institutional policy 

underwrote the origins and subsequent activities in the sector. Further, while the 

sector as a whole is significant and has demonstrated rapid growth, the farm 

component started from a tiny base and, as will be explained later, was dependent 

upon extensive development with little improvement in average yields per cow. In 

addition, the dairy farm sector remains marginal to wider agricultural political economy, 

representing only one percent of agricultural output, and in international comparisons of 

per capita production, is well behind other developing states such as Burma, 

Bangladesh and China (Danida 1994).  However, the sector remains worthy of study 

for a number of reasons. Firstly, the initial phases of development were associated 

with support for ISI projects that sought to replace imports with locally produced goods. 

In this the sector is an interesting example of an industry whose evolution along state-

interventionist lines contradicts the current orthodoxies of development policy, with its 

emphasis on export-orientation and comparative advantage. Second, as the industry 

expanded, Thai government policy and spending during the 1980s and 1990s came to 

supplant aid programmes as the stimulus for the expansion of dairy farms to supply 

local processors. This expansion was seen to meet the needs of a number of 

government policies: diversification of the agricultural economy; raising rural incomes; 

creating rural employment and poverty alleviation. Third, despite its relative scale, 

dairy farming allows an examination of the effectiveness of state programmes of 

poverty alleviation. Finally, dairy farming remains interesting within the Thai context 

because its promotion was also part of the Thai state’s wider attempts at rural 

pacification in the 1980s. 

Initial Phases of Development 1961-1977 

While small-scale milk production had existed in Thailand before the Second World 

War, the first attempts to produce processed milk products occurred in the 1960s under 

Personal interview, John Lane, general consultant to Thai dairy processors, Melbourne, 
November 1996. 
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the Sarit regime’s ISI programmes.  These projects were aimed at establishing milk 

processing factories whose output would replace imports of processed products, 

although these ultimately remained dependent on imported inputs (mainly powdered 

milk). The earliest attempts at dairying began in 1961 when the first commercial farm 

and training centre—the Thai Danish Dairy Centre (TDDC)—was established in Muak 

Lek district, Saraburi province, under a Danish aid initiative (Danida 1994).  In 1964 a 

commercial farm was set up in Chiang Mai in conjunction with a West German aid 

project and by 1967, dairying had expanded to the provinces of Ratchaburi, Nakhon 

Pathom and Ayutthaya, with the Department of Cooperatives Extension (DCE) building 

collection centres and processing plants to help found the first cooperative in 1970 

(Luangwattanavilai 1992:7).  In 1971 the TDDC and another farm in Nakorn 

Ratchasima were brought under the control of the Dairy Farming Promotion 

Organisation of Thailand (DFPO) which was set up to act as the body to coordinate 

dairy development. By 1971 there were about 150 farmers with under 1,000 milk cows, 

yet in 1972 there were eight milk processing factories producing pasteurised fresh and 

recombined milk (Danida 1994; FAO 1990:30).  This division between the farm and the 

processing sectors, with farmers only supplying a fraction of the inputs for the 

processing plants, would set the pattern for much of the industry’s future development 

and would be a source of tension in government attempts to structure the industry 

away from a reliance on imported inputs. 

Development from 1977 to 1997 

By the mid-1970s the government came to the conclusion that it should attempt to 

increase the proportion of local milk that processors utilised. During the Fourth 

Development Plan (1977-1981) the government not only set about expanding the 

provision of extension services (immunisation, artificial insemination), but also began to 

supply long-term credit facilities, guaranteed raw milk prices and imported dairy cattle, 

especially from New Zealand and Australia (FAO 1990:31). However, the most 

important incentives directed at the farm sector were initiated in 1983. In order to 

stimulate sales of raw fresh milk, the Ministry of Industry mandated that processors of 

pasteurised or UHT milk utilise raw fresh milk and recombined milk (milk made from 

powder) in a one-to-one ratio. Further, the Ministry of Commerce set quotas for the 

use of powdered milk imports and introduced a permit system, requiring importers to 

have a license and mandating processors to purchase 20 kilograms of local fresh milk 

for each kilogram of imported powdered milk purchases (Chantalakhana 1995:2). 

Powdered milk quotas were steadily raised from the early 1990s, allowing imports to 
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grow (see table 5.2). In 1996 import quotas were set at 78,000 tonnes with a five 

percent tariff. This was expanded to 88,000 tonnes for 1997 and 1998. Imports in 

excess of these quotas were subject to over 200 percent duties (Bangkok Post 13 May 

1997, 14 May 1997; The Nation 18 March 1998). Significant imports of fresh milk 

products were effectively excluded through minimal quotas and a policy which made 

importers purchase two kilograms of locally produced fresh milk for every kilogram of 

imported fresh milk (Austrade 1995).  Finally, the industry received significant stimulus 

when the Ministry of Education began a school-milk programme in 1996. In 1997 the 

Ministry spent 4.5 billion baht to provide milk for 850,000 students in 30,000 primary 

schools, with six billion baht set aside for the 1998/99 financial year (Bangkok Post 30 

March 1997, 9 April 1999). 

Table 5.2 Powdered Milk Imports, Thailand 1988-1998 

Tonnes Million Baht Percentage of Total 
Dairy Imports (%) 

1988 47,173 1,173 — 
1989 32,589 1,602 — 
1990 47,536 2,117 50.6 
1991 50,905 1,881 46.7 
1992 62,147 2,768 50.0 
1993 52,375 2,485 48.1 
1994 71,749 2,914 47.0 
1995 79,919 4,123 50.0 
1996 67,174 3,895 40.3 
1997 70,992 4,030 35.1 
1998 53,041 4,074 35.1 

Sources: DBE (1997, 1999); DLD (1998:84); MAC (1994/95:186-187) 

During this period the Department of Livestock Development (DLD) was committed to 

increasing the number of dairy farms. This was demonstrated by the rising number of 

farmers and dairy cows between 1985 and 1994 (see table 5.3) and the falling 

proportion of total fresh milk production that the DFPO held. In 1985 farms under direct 

DFPO control accounted for 69 percent of all raw milk deliveries, but by 1993 this had 

fallen to 42 percent, with the Nongpho cooperative (see below) accounting for 35 

percent and other cooperatives and private producers the remainder (Danida 1994). 

Further indications of the expansion of the farming sector could be seen via the 

increasing proportion that ready-to-drink (RTD) milk (pasteurised and UHT) accounted 

for in overall consumption of dairy products. While RTD milk was only four percent of 
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total consumption of dairy products in 1975, its share had risen to 40 percent by the 

mid-1990s (Danida 1994). 

Table 5.3 Numbers of Farmers and Milking Cattle, Thailand 1972-1994 

Farmers Milking Cattle 

1972 114 3,450 
1985 4,040 28,300 
1987 7,800 41,000 
1991 12,535 55,780 
1994 17,190 72,542 

Sources: Danida (1994); FAO (1990); MAC (1996) 

This raises the question: how did the government increase the number of dairy farms in 

such a short period? Once again it was through the NESDB’s national plan, in this 

case the Sixth (1987-1991), under which further expansion of the farm sector was 

encouraged. Through the Bank of Agriculture and Agricultural Cooperatives (BAAC) 

loans were provided to farmers who wished to become members of dairy cooperatives. 

The general framework for loans required farmers to possess at least 15 rai (2.5 

hectares) of land, the amount deemed necessary for the production of forage crops for 

animal feed. The BAAC loans were usually in two forms; one loan for the purchase of 

cattle and another loan for the purchase and construction of barns and water supplies 

(in most cases a reservoir). During the Sixth and Seventh (1992-1996) plans, small 

scale farms were promoted, which meant in practice a farm with five milking cows. 

Initially, when the programmes began in the late 1980s interest rates for participation in 

these schemes were quite high—in the order of 12 percent. Yet, problems associated 

with implementing loans and farmer protests saw interest rates lowered to nine percent 

and then eventually in 1993 to five percent.2  Under this arrangement farmers would 

receive a loan of 82,500 baht at five percent for construction and material costs and a 

loan of 140,000 baht at two percent for purchase of domestic dairy cattle.  Between 

1996 and 1997, in part due to the problems associated with small scale dairying (see 

below), the government sought to replace the five percent loan for construction 

materials with a credit scheme, increased the amount available per cow under its loans 

(to allow increased purchasing of foreign dairy cattle) and mandated minimum sizes for 

herds at ten milking cattle. Yet, these changes were dropped altogether when the 

Personal interview, Dr Sornthep Tumwasorn, Kasetsart University, Bangkok, 18th of May 
1998. 
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programme was cancelled in 1997 due to budget cuts associated with the economic 

crisis. The consequences of this will be discussed later, but despite the end of 

government-promoted dairy farming, price supports for raw milk and an expanding 

school milk programme remained, thus ensuring state influence and policy towards the 

sector continued to be important. 

In the case of the sector’s growth three important segments to the dairy industry 

emerged. These are: i) the farmers and the cooperatives; ii) the agribusiness groups; 

and iii) government agencies. By examining the first two segments with reference to 

each other and the state, the structure and dynamics of the dairy industry can be 

explored. 

Dairy Processors and Corporate Structures in Thailand 

The processing sector is characterised by a range of large, medium and small 

companies (see table 5.4). However, the market for dairy products in Thailand is 

concentrated in ready-to-drink dairy products, with cheese and ice cream remaining a 

small niche for the ‘western’-style fast food sector. Moreover, it is the large processors 

which dominate the market, holding commanding market shares (see table 5.5). While 

estimates vary, sales of dairy products in Thailand were worth approximately 28 billion 

baht in 1998, up from around 20 billion baht in the mid-1990s (Bangkok Post 16 June 

1999; Far Eastern Economic Review 3 April 1997). While no one firm dominates all 

market segments, five companies (Foremost, Nestlé, Thai Dairy Industries (TDI), CP-

Meiji and Dutch Mill) account for approximately 60 percent of all dairy products sold in 

Thailand (see table 5.5). These companies enter into contractual relations with 

cooperatives for the sourcing of raw milk.  Yet, while Thailand’s raw milk capacity was 

estimated to have reached 450,000 tonnes in 1998, this could only supply 28 percent 

of total processing needs (The Nation 8 April 1999). In order to meet this shortfall the 

processing sector has remained dependent on overseas-sourced inputs.  Throughout 

the 1990s powdered milk represented the largest fraction of dairy imports, constituting 

at times half of all imports (see table 5.2). Further, the general trend for the 1990s saw 

increases in both the tonnage and value of powdered milk imports. It is thus not 

surprising that companies with overseas partners led the processing sector in Thailand. 

Another reason for the prominence of processors with foreign partners were the 

technology requirements of processing plants, which encouraged Thai investors to 
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Table 5.4 Dairy Products Processing Companies, Thailand 

Company Origin Of Joint 
Venture Partner(s) 

Products 

Abico Holding Swiss/US 

Chiang Mai Dairy Industries PM 

CP-Meiji (1989) Japan UHT, PM, DY 

Danish Dairy Industries PM, FM, UHT 

Danone (Thailand) France PM, C, PY, FY, DY 

Dutch Mill PM, FM, UHT PY, FY, DY 

Farm Fresh Dairies (1989) PM 

Foremost Group 
Foremost Dairies (1956) Netherlands/US PM, B, PY, FY,DY 
Friesland (Thailand) (1967) Netherlands PM, UHT, PY, DY 

Khon Kaen Dairies (1987) PM, DY 

Kim Chua Trading Partners 
United Dairy Foods B, HC, SC, C 

Lactasoy (1971) ? PM, UHT, FM 

Laemthong Group 
Laemthong Corporation (1973) PM 
Laemthong Food Products (1978) UHT, FM, PM 

Minor Cheese (1989) US (Pizza Hut) HC, SC, C 

Mission Health Food (1989) DM 

Nestlé Group Switzerland 
Nestlé (Thailand) (1967) UHT, FM, CM, DM, C, PM 
Nestlé Foods (Thailand) (1978) FM, DY, FY, PY 
Carnation Manufacturing (1982) FM 
Nestlé Manufacturing (Thailand) (1982) FM 

Nong Pho Dairy Co-Operative Co PM, UHT, FM 

Osoco (DFPO processing company) UHT 

Osothsapha Snow Japan UHT, FM 

Phuping Dairy Products PM, UHT 

Source: Kompass (1997) 
B—butter; C—cream; CC—cream cheese; CM—condensed milk; DM—dried milk; DY—drinking 
yoghurt; FM—flavoured milk; FY—flavoured yoghurt; HC—hard cheese; PM—pasteurised milk; 
PY—plain yoghurt; SC—soft cheese; UHT—UHT milk 
?—unknown overseas joint-venture partner 
NB—table does not list all products of particular processors, only dairy products. 
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Table 5.4 Continued 

Company Origin of Joint 
Venture Partner(s)

Products 

Premier Dairy Foods (1995) CC, SC, HC 

Siam Cocoa Products (1988) B 

Srithai Dairy Foods (1986) Malaysia C 
Australia 

Thai Dairy Industry (1965) PM, UHT, FM, N, PY, FY, 
DY, CM 

Thai-Danish Milk UHT, PM, FM, B, HC, SC, 
CC, PY, FY, CM 

Western Farm (1990) ? PM 

Yakult (Thailand) (1970) ? PY, FY 

Yomost DY, PY, FY 

Source: Konpass (1997) 

B—butter; C—cream; CC—cream cheese; CM—condensed milk; DM—dried milk; DY—drinking 
yoghurt; FM—flavoured milk; FY—flavoured yoghurt; HC—hard cheese; PM—pasteurised milk; 
PY—plain yoghurt; SC—soft cheese; UHT—UHT milk 
?—unknown overseas joint-venture partner 
NB—table does not list all products of particular processors, only dairy products. 

match up with an appropriate firm for the provision of necessary equipment and 

expertise rather than purchase technology wholesale from overseas. This pattern of 

joint-venture firms premised on Thai-capital and overseas capital providers of 

technology is exemplified in two of the examples discussed below: Thai Dairy 

Industries (TDI) and CP-Meiji. The section then moves to briefly discuss the activities 

of the other leading firms: Nestlé, Foremost and Dutch Mill.  In addition, where the 

information has been available, the impact of the economic crisis on these firms is 

discussed. However, it would be inaccurate to characterise the sector as totally 

consisting of large processors, and a small-scale regional producer (Khon Kaen 

Dairies) is examined. Finally, the section concludes with an analysis of the processors 

in comparative perspective. 
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Table 5.5 Dairy Products Markets and Company Share, Thailand 1998 

Market/Leading Companies Total Market Value/Market Share 

Condensed Milk 5.0 billion baht 
1 Thai Dairy Industry 58% 
2 Foremost 20% 
3 Nestlé 10% 

UHT Milk (“Modern” Outlets)a 1.65 billion baht 
1 Foremost 50% 
2 Nongpho 25% 
3 Thai Dairy Industry 20% 

UHT Milk (All Outlets)b 5.5 billion baht 
1 Foremost (1) 40% (36%) 
2 Thai Dairy Industry (4) 21% (14%) 
3 Nongpho (3) 19% (16%) 
4 Thai-Danish (2) 11% (18%) 

Pasteurised Milk 4.0 billion baht 
1 CP-Meiji 40%-60% 

Drinking Yoghurt 10.0 billion baht 
1 Dutch Mill 50% 
2 Yomost — 
3 Nestlé — 

Cup Yoghurt 3.0 billion baht 
1 Dutch Mill 50% 
2 Yomost — 
3 Nestlé — 

Cheese — 
1 Minor Cheese 140 million bahtc 

2 Premier Dairy Food — 

a ‘Modern’ indicates retail outlets such as convenience stores, supermarkets and

discount stores.

b Figures in parentheses indicate position and market share in 1997.

c Represents company sales for 1997.


Sources: Bangkok Post (16 June 1999; 20 August 1998; 25 September 1997); The

Nation (10 August 1999)


Thai Dairy Industries (TDI) Co.3 

Thai Dairy Industries is indicative of changes to trade and production within the region. 

Significantly, the company’s inception and growth signposts the manners by which 

The details of this section are drawn from an interview with the Managing Director, Khun 
Narong Luesakul, conducted in Bangkok on the 7th of July 1997. 
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international decisions have far-reaching consequences. In this case Britain’s 

application, and eventual entry, into the European Economic Community (EEC) 

signalled the loss of preferential entry for Australian commodities. At the same time, in 

the early 1960s, the Australian Dairy Production Board (ADPB) began to seek 

alternative foreign markets, and was particularly interested in Southeast Asia with its 

relatively high purchases of sweetened condensed milk. In conjunction with Thai and 

Malaysian, investors the ADPB entered into a joint venture to form TDI in 1962 with the 

ADPB holding 31 percent, the Malaysian investors 33 percent and the Thai partners 36 

percent. Initially skim milk powder was imported for the processing of sweetened 

condensed milk. By 1970 TDI was producing evaporated milk and butter. During the 

late 1990s, 35 percent of factory capacity was used for UHT products, 40 percent for 

sweetened condensed milk and the remainder for butter, fresh milk and sterilised milk 

products (The Nation 6 August 1999). Powdered milk remained the primary input, with 

the company choosing not to enter the ready-to-drink milk market because it was not 

considered profitable enough. In 1997 sales were about five billion baht (up from 4.4 

billion baht in 1994) and by 1998 the company was market leader, with a 60 percent 

share, in the sweetened (condensed) milk market (Bangkok Post 15 December 1998). 

In 1996 TDI purchased 60,000 tonnes of liquid milk from about twenty cooperatives, 

which made TDI the largest purchaser of raw milk in Thailand. However, TDI had not 

always bought from the same cooperatives, changing its purchasing arrangements 

when problems of supply and quality arose. Due to the size of TDI’s liquid milk 

purchases the government granted it a 10 percent tariff-free excess on its purchases of 

powdered milk, which at the time represented 6,000 tonnes. TDI imports skimmed milk 

products from Australia, Kenya and Poland and tin plate for packaging from Japan (The 

Nation 6 August 1998). The company’s original processing plant was located in the 

industrial area south of Bangkok, at Samut Prakan.  However, by 1997 the plant was 

35 years old and in order to expand capacity, TDI moved to Ayuthya, north of Bangkok, 

where it took advantage of BoI promotions (such as tax-holidays) linked to the area’s 

‘Zone 2’ status, completing construction of a 1.3 billion baht factory in late 1997 (TDI 

2000). 

With reference to company structure of TDI, the company has so far rejected the idea 

of vertical integration for two major reasons. Firstly, it was considered very difficult to 

do more than one major operation, in this case processing, very well if other activities 

such as milking, breeding and maintenance were also to be carried out to ensure 
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quality of supply. In an interview the Managing Director of TDI cited the case of Chok 

Chai which utilised vertical integration through the ownership of 4,000 cows and a 

processing plant. Chok Chai had sold its processing plant in the mid-1990s because, 

in the view of TDI’s managing Director, it had spread its resources too thinly.  Second, 

there was very little need to enter into other areas of production since the government-

promoted cooperatives guaranteed milk supplies and beyond that there were 

international sources of powdered milk, though this was of course more expensive. 

The impact of the financial crisis in 1997 caused TDI to undertake significant 

restructuring. Cuts in operational and employee costs were targeted at 15 percent 

annually. This included the sacking of 120 employees at the factory and 60 staff at 

head office. The depreciation in the baht caused the cost of imported raw material 

inputs to rise between 15 and 30 percent. Further, relations with a key distributor of 

TDI goods, Bangkok Milk Products, broke down in late 1998 as TDI suspended its 

distribution contract in the face of a 570 million baht debt owed on goods advanced to 

Bangkok Milk Products. This caused the company to switch to selling its condensed 

milk product directly to 150 agents nation-wide for cash rather than credit. Thailand’s 

overall economic contraction in 1998 coupled with the collapse of its major distribution 

relationship (Bangkok Milk Products handled approximately 60 percent of TDI’s sales), 

no doubt hindered the company, which saw sales contract by 20 percent for the first 

three months of 1999 (Bangkok Post 15 December 1998, 16 June 1999). 

In response to the crisis, three major changes occurred to TDI’s aapproach.  First, TDI 

altered its policy on exports. Prior to 1997 the company had minor exports, with about 

five percent of production going to Hong Kong, Singapore and Laos. At an interview in 

1997, the Managing Director expressed the view that the company was relatively 

uninterested in exploring overseas markets as these were seen to have greater market 

concentrations, making penetration more difficult. However, the fall in the baht and the 

slowdown of the domestic market had meant that the West Coast of the USA was 

viewed as a potential market, with the new chairman, KP Baxter, expressing the 

intention to increase company exports to 10 percent of production by 1999 (The Nation 

6 August 1998). Second, the company sought to expand its range of products, 

targeting the pasteurised milk market as one area in which it hoped to increase sales. 

Third, the company sought to raise the level of sales through outlets such as 

supermarkets and convenience stores (often referred to as “modern” outlets). Only 12 

to 13 percent of TDI’s UHT milk was sold through “modern” outlets, and while the 
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company’s sales in small-scale outlets were strong, larger sales volumes were 

envisaged if consumer markets in Bangkok and Chiang Mai were more extensively 

tapped (Bangkok Post 16 June 1999). While it was clear that TDI was going through a 

relatively difficult restructuring experience, there was no hint that the company was in 

serious financial strife, and it continued to remain a formidable player within the 

processing sector. 

CP-Meiji Co.4 

The CP Group undertook its first investments in the dairy processing sector in 1989 in 

a joint-venture with the Japanese agribusiness company Meiji. Meiji was a suitable 

partner for CP since their first working relationships had begun in the early 1980s with 

poultry exports to Japan and in 1987 a frozen food venture was also started 

(Agribusiness Worldwide June 1992:12). Similar to CP’s other joint-ventures the Meiji 

Group provided inputs, in this case knowledge of processing, which CP combined with 

its capital investments and technology. CP took a 60 percent share in the venture with 

Meiji holding the remainder. 

The joint-venture built a 200-tonne per day capacity processing plant in Saraburi in 

1990. Processing equipment was supplied by Swedish, Japanese and Thai 

companies. In 1998 the company was purchasing liquid milk from 11 cooperatives, 

accounting for about 1,100 dairy farmers. Contracts exist between each cooperative 

and CP-Meiji for the guaranteed purchasing of milk at the government-fixed prices. 

However, the company regarded this situation as unsatisfactory and suggested that it 

would prefer to be paying farmers at a higher rate than the government-fixed price. 

The reason for this was that in offering higher prices, CP-Meiji believed it could secure 

a better quality supply of liquid milk. The problem the company faced with the contract 

system was that the quality and amount of milk was not specified. In this situation the 

barrier to deeper contract relationships was government regulation. These problems 

were compounded, in the company’s view, because milk quality showed little 

improvement in the last ten years from 1990. 

CP-Meiji’s main products are pasteurised milk (including flavoured milk), UHT (long

life) milk and sweetened milk. Within the pasteurised milk market the company is 

The details of this section are drawn from an interview with the Marketing Manager, Khun 
Noppadol Taotong, conducted in Bangkok on the 12th of May 1998. 
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market leader (since 1994) with a 40 percent share, which grew from a 14 percent 

share in 1991. The company’s share of the UHT market (a less valuable market mainly 

aimed at school milk production) is in the order of one to two percent. After the milk is 

processed, 

finished products are distributed by a home delivery network in selected areas, the 
nation’s 7-Eleven convenience store chain (managed by a CP subsidiary), Central 
Department Store outlets, about 300 wholesalers and numerous retail shops. Airlines, 
restaurants and hotels also are important customers (Agribusiness Worldwide June 
1992:12) 

The company regards its major competitors as Foremost and TDI. Its main market for 

sales is Bangkok where milk is now regarded as a necessary food for urban dwellers 

(although, approximately half the company’s market is outside Bangkok). The main 

marketing mechanisms utilised have been trade shows and give-aways in areas of high 

transit, though the mandated milk-drinking programme at schools has also indirectly 

helped. Most of the company’s consumers are among the more educated, and the 

desire was expressed to expand sales among “workers”. 

One of the major outcomes of the economic crisis which began in the middle of 1997 

was that CP-Meiji found that their market became less competitive as the smaller 

companies within the sector went bankrupt. During 1997, the company experienced 12 

percent sales growth, but due to the crisis, expected only five percent for 1998. 

However, by the middle of 1998 the company was enjoying 10 percent growth. 

Furthermore, CP-Meiji has been insulated from the crisis to a certain degree by its 

reliance on milk powder imported from New Zealand. The advantage in this scenario 

was that the New Zealand dollar did not appreciate against the Thai baht to the same 

extent as the US dollar, or that of the Australian dollar. As such, during the currency 

crisis the company was able to maintain its imports without having to resort to a 

significant reduction in purchasing of powdered milk. 

Khon Kaen Dairies (KKD)5 

KKD is a small regional private processor which began operations in 1987. KKD was 

unusual in that it had initially tried to organise a contract system of production. This 

had involved the company providing loans for the purchase of cattle, supplying 

concentrate and health services. However, the returns were extremely poor, with 

monies “disappearing” and the company overall unable to even recover costs. In place 

The details of this section are drawn from an interview with the General Manager, Khun 
Pornchai Boonyachevitanon, undertaken on the 20th of May 1997 in Khon Kaen. 
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of contract farms KKD initiated a member system, where the only service the company 

provided was the supply of feed concentrate, the costs of which are deducted from 

members’ fortnightly payments. Farmers receive an average of 9.4 baht per kilogram 

of raw milk, with price determined by quality. This is higher than the price paid by local 

cooperatives, but the contrast is that the company cannot offer extension or breeding 

services. However, the manager did note that he received milk from farmers who were 

members of cooperatives, but sold excess amount to KKD since they could obtain a 

higher price and still retain the benefits of cooperative membership. 

The processing plant produces two products: drinking yoghurt and flavoured 

pasteurised milk. The plant received about 50 kilograms of raw milk per day from each 

member. In 1997 production levels were two tonnes per day for drinking yoghurt and 

10 tonnes per day for pasteurised milk.  Four to five tonnes of raw milk was bought 

from farmers within Khon Kaen each day, while three to four tonnes is bought two or 

three times a week from adjoining provinces. Powdered milk was also used in the 

production process, but at unspecified amounts. The company purchased about 40 

tonnes of animal feed a month to supply its members, with CP being the main brand 

used. Schools accounted for 60 percent of KKD’s sales, with the company’s main 

competition from Osoco, the DFPO’s processing company. 

Other Leading Firms in the Dairy Sector 

The other leading firms within the dairy sector are Nestlé, Foremost and Dutch Mill. 

Nestlé stands out as the world’s leading agri-food conglomerate with global sales of 

US$10 billion in 1997. The firm originally began trading in Thailand in 1908, and first 

began to manufacture products locally in 1968. Operating a group of subsidiary 

companies, Nestlé’s sales in Thailand were 18.3 billion baht in 1998, although its major 

products are non-dairy goods such as breakfast cereals, ready-to-drink coffee, 

chocolates and instant drink powders. As of 1999 the company maintained eight 

processing factories, in which it had invested 500 million baht in 1998 in order to 

improve productivity. Thailand is an important base for the company regionally, with 

exports of goods produced in Thailand to other ASEAN countries amounting to three 

billion baht in 1998.  The company’s major activities in the dairy sector are in the 

condensed milk market, where it holds a ten percent share, and yoghurt. Nestlé 

sourced just over 1,000 tonnes of raw milk per month from a number of registered dairy 

cooperatives in 1997 (Bangkok Post 16 June 1999; Burch forthcoming; MAC 1998; The 

Nation 2 March 1998, 26 February 1999, 8 May 1999). 
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The Foremost Group originally began operating in Thailand in 1956. The company is a 

subsidiary of the Dutch-based transnational Friesland Frico Domo.  Friesland is one of 

the largest European dairy cooperatives with 12,000 members. The company exports 

to more than 100 countries and has affiliates in 20 countries. In 1992 the company 

was the tenth largest dairy producer in the world with a turnover of US$2.3 billion. 

When the Group entered the Thai market it was through a US affiliate and Thai 

partners that a processing plant, producing ice cream and milk was established. In 

1967, the company split into two operations Foremost Dairies (Bangkok) and Foremost 

Friesland (Thailand). Foremost Dairies retained a 60 percent US interest while 

Foremost Friesland retained an 88.25 percent Dutch interest.  The remainder in both 

companies was held by local investors. The Group was purchasing approximately 

3,750 tonnes of raw milk per month in 1997 from locally registered cooperatives. The 

group produces a range of dairy products, including drinking yoghurts, butter and 

flavoured milk, and leads the market in UHT milk sales. While Foremost did at one 

stage produce ice cream, this operation was sold off in 1992 due to market saturation. 

By 1997 Foremost Dairies had sales of around five billion baht but the economic crisis 

forced the company to reduce capacity by at least two to three precent in the first nine 

months of 1998. In addition Foremost Friesland had fired over 250 employees during 

1998. Despite (or because of) these significant lay-offs, the company posted a 200 

million baht profit for the 1997/98 financial year.  In spite of difficulties faced by the 

crisis, there was no indication that either company faced serious impediments to their 

viability (Burch forthcoming; The Nation 6 August 1998, 3 October 1998). 

Dutch Mill began operations in Thailand in the early 1980s centred around Nakhon 

Pathom province, to the west of Bangkok.6  The company was unusual in comparison 

to the other leading firms within the dairy sector in that it was not a joint-venture. The 

company was 100 percent Thai-owned and expanded rapidly in the late 1980s. Its 

major products are drinking yoghurts, where the company dominates the market with a 

50 percent share. In 1998 the company recorded sales of four billion baht, however 

the economic crisis induced a number of changes. An immediate impact was seen in a 

decline in sales which were predicted to fall by 10 percent for 1999, reducing profits by 

50 percent. Furthermore, the company decided to seek a joint-venture partner to 

The details of this section are drawn from an interview with Jeff Rowe, consultant to Dutch Mill, 
on the 14th of May 1998 in Bangkok. 
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purchase a minority stake. In public, the company identified this activity as unrelated to 

cash flow problems, instead presenting the effort to seek a partner for the purposes of 

technology transfer and capital input to allow diversification into dairy products outside 

its core area of sales (ie yoghurt). Dutch Mill’s leading position within the drinking 

yoghurt segment, perhaps the fastest growing sector of the industry, will most likely 

ensure the company’s stability through a period of significant restructuring (The Nation 

10 August 1999). 

Dairy Processors in Comparative Perspective 

The activities of the leading dairy processors in Thailand reflect the significant 

expansion the sector witnessed in the 1990s. At various stages throughout the 

decade, all the firms discussed above saw significant sales growth and expanded 

product lines. While a number moved out of markets initially thought to be more 

profitable (in this case ice cream), most continued to see expanded market 

opportunities throughout the decade. Significantly, in large measure these 

opportunities depended on the degree to which a processing firm could establish 

reliable distribution mechanisms. For example, the contrast between CP-Meiji with its 

direct access to “modern” outlets as against TDI with its difficulties in the distribution 

relationship with Bangkok Milk Products, highlighted the fact that being able to place 

goods within a high volume sales environment was a clear advantage. Obviously, CP’s 

ownership of these sales outlets gave CP-Meiji an immediate advantage and signalled 

the importance of the conglomerate’s ability to strategically link its investments. Still, 

CP-Meiji did not enjoy dominance across the sector and TDI leadership in the 

condensed milk market and Foremost’s leadership in the UHT market did indicate that 

different companies had specialised in particular products.  However, there was no 

indication that this was a permanent arrangement as most companies indicated that 

they wished to expand into new product lines. While the growth rates in dairy 

consumption remained strong there was little reason to assume this to be otherwise, 

but with the economic crisis of 1997 such hopes for continued strong increases in sales 

were confined mainly to CP-Meiji. 

All the dairy processors discussed above were to a significant degree both constrained 

and supported by government policy. All the companies had taken advantage of BoI 

promotional incentives at various stages. More significantly, TDI had been awarded 

tariff free excess purchases of powdered milk which was viewed as an important 

benefit within the company. This issue of powdered milk imports is quite complex and 
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produces different reactions within the industry. While the processors remain 

dependent on powdered milk imports, there was not a universal demand to allow 

unrestricted imports. While some companies, such as Dutch Mill, expressed the desire 

that if not for government regulations they would rely solely on powdered milk, others, 

such as CP-Meiji, expressed the view that even with unrestricted imports their 

preference would be for a system of negotiated prices with farmers and cooperatives, 

rather than relying on the present fixed-price system. Yet, these two different views 

reflect the same concern: the lack of quality and reliability in raw milk supply. While 

relying on imported powdered milk would raise costs for Dutch Mill, it would completely 

remove any concern about milk quality. For CP-Meiji, the possibility to negotiate prices 

would mean the company could actually offer more than government mandates, but it 

would be able to pick which farmers it operated with, rather than relying on 

cooperatives which must purchase the milk of all their members. In this CP-Meiji was 

possibly hinting at the desire for a direct contract relationship between farmers and 

producers. Of course for the smaller regional processors, like KKD, government 

intervention in the form of prices and school milk programmes was of enormous benefit 

as the smaller processors found contracts with local schools. More importantly, and 

this remains relevant for all the firms in the sector, the school milk programme 

inculcates dairy products as a regular part of diet and literally creates a generation of 

consumers. 

With regard to the long-term structure of the processing sector, it seems that the 

economic crisis of 1997 has caused the most difficulty for the smaller and regional 

firms. While the larger firms have been able to absorb declines in sales through 

various restructuring processes, anecdotal evidence points to smaller firms being 

unable to absorb similar declines. It was estimated that between 1997 and 1998 

consumption in dairy products fell between 20 and 30 percent.7  Moreover, the balance 

of power within the sector shifted to the larger processing firms. As the smaller firms 

became cash-strapped, the larger firms were still operating within a fixed-price system 

which enabled them to better play off suppliers against each other. Whereas 

previously all the firms within the sector had to struggle to get adequate supplies of raw 

milk, this new environment meant that competition within the sector had in fact 

decreased. 

Personal interview, Dr Sornthep Tumwasorn, Kasetsart University, Bangkok, 18th of May 
1998. 
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Another interesting aspect to the dairy sector is the role of public companies. The two 

leading firms in this regard are Nongpho and Thai-Danish, which share about 30 

percent of the UHT market. These two groups are discussed below, but they are worth 

mentioning at this stage as they provide further evidence of the important role of 

government support to the industry. Despite this, Nongpho remains a non-profit 

enterprise and Thai-Danish has experienced severe difficulties over the last years of 

the 1990s. While Nongpho shows no signs of instability, the continued presence of a 

state-owned processing firm remains in doubt. This concern is discussed below (see 

‘Death Throes of a Capable Producer’: The DFPO in Crisis). 

Perhaps the final comment to make about the leading firms is the role and presence of 

foreign capital. It is clear that all the leading firms were able to obtain significant 

expertise and investment through the role of foreign capital, and to a certain degree the 

role of government intervention in shaping investment regimes should be 

acknowledged. Further, with the exception of Nestlé, all the leading firms are 

companies which have their primary focus in Thailand and remain dependent upon a 

local market. Again, while one cannot extrapolate with certainty, it seems that this 

situation will continue and that a primary orientation towards exports for any firm would 

seem very unlikely in the near future. 

Dairy Farmers and Cooperatives: Between State and Capital 

The use of cooperatives in dairy producing countries world-wide is a relatively common 

phenomenon and the advantages that cooperative organisation can provide in terms of 

coordinated production schedules and price stability for farmers are well known (see, 

for example, Pritchard 1996).  Dairy cooperatives developed in countries such as 

Canada, Australia and New Zealand within specific historical circumstances. In 

particular, these were periods of significant state regulated and subsidised agricultural 

activity that occurred during the post-second world war years and at the ideological 

apex of governmental support for Keynesian economic and social policies.  The 

development of dairy industries in Thailand, however, occurred in markedly different 

historical circumstances. Thailand, in contrast to Australia for example, continues to 

retain a significant majority of its population in rural areas. Additionally, the countryside 

was historically the site of significant opposition to the central government from peasant 

groups and, during the 1960s and 1970s, the CPT (see chapter 2). By the late 1990s 

the countryside was, to all intents and purposes, ‘pacified’ of revolutionary activity. Yet, 
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this was not necessarily because the conditions which drove the various rebellions in 

the first place were alleviated. Rather, pacification was the outcome of a political 

contest between the state and peasant groups, in which agribusiness was accorded 

significant gains. It is within this context that the government promoted dairy farming 

and cooperatives. For example, in northern Thailand, dairy-farming promotion was one 

of many projects used to encourage people to leave opium growing, which had 

flourished during the 1960s and 1970s.8  In central Thailand, which during the 1960s 

and 1970s suffered the most profound regional inequality due to the growth of 

Bangkok, it is around the provinces of Nakhon Ratchasima and Saraburi where the 

largest levels of dairying occurs. In north-eastern Thailand, again a stronghold of 

volatility through to the 1980s, dairying grew rapidly, although the central region 

remained numerically the most important (see table 5.6). By 1997 there were just over 

100 cooperatives in Thailand, varying in range from fifty members to over 4,000 

members in the Nong Pho Cooperative in Ratchaburi province (see Appendix, table B). 

Table 5.6 Leading Dairy Farming Provinces, Thailand 1995 

Province Farmers Proportion of 
Total (%) 

1 Ratchaburi (c) 4,636 23.3 
2 Lopburi (c) 2,473 12.4 
3 Saraburi (c) 2,305 11.6 
4 Nakhonratchasima (ne) 1,934 9.7 
5 Prachuapkhirikhan (c) 1,179 5.9 
6 Nakhonpathom (c) 873 4.4 
7 Sakaeo (c) 782 3.9 
8 Chiangmai (n) 652 3.3 
9 Sakonnakhon (ne) 494 2.5 
10 Khon Kaen (ne) 476 2.4 

Total Top 5 Provinces 12,527 62.9 
Total Top 10 Provinces 15,804 79.4 

Thailand 19,920 100.0 

Source: DLD (1997)

c—central region; ne—northeastern region; n—northern region


Interestingly in the south, the only dairy cooperative in that region is located in what was the 
main centre for CPT activities in southern Thailand. This is not to suggest that this is the reason 
for the co-operative’s location. Rather, it is to highlight the fact that the development of this 
industry is not the result of ahistorical change along a path of ‘development’ but the result of 
concrete and specific circumstances. 
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Table 5.7 Eighth National Plan Projections of Ready To Drink (RTD) Milk 
Consumption and Short Falls in Production, Thailand 1997-2001 

Average RTD 
Milk 

Consumption 
(kg/person/yr) 

Demand for 
RTD Milk 

(tonnes/yr) 

Raw Milk 
Production 
(tonnes/yr) 

Shortfall in 
Required Raw 
Milk To Meet 

Estimated RTD 
Milk demand 
(tonnes/yr) 

1997 10.91 672,853 414,592 307,972 
1998 12.75 796,161 442,784 422,200 
1999 14.91 942,670 485,028 527,289 
2000 17.44 1,116,404 573,945 624,939 
2001 20.40 1,322,205 665,520 726,533 

Source: MAC (1996:25) 

Cooperatives, in general, are formed according to models set up by the Ministry of 

Agriculture and Cooperatives (MAC), through the DLD and the Department of 

Cooperatives Promotion (DCP). As mentioned earlier, during the 1960s and 1970s 

government promotion of dairying was aimed at small-scale farms, with cooperative 

promotion reflecting that orientation. By the 1990s, a shift towards a medium scale 

policy of dairy development was initiated, as outlined in the Eighth National and 

Economic Social Development Plan (1997-2001), which included a planned expansion 

of areas under dairy farming by 108,000 rai (18,000 hectares).9  Government 

promotional activity was reflected in the number of registered cooperatives in Thailand 

rising from 28 with 7,785 members in 1988, to 106 cooperatives with 19,969 members 

in 1997 (FAO 1990:33; DLD 1997). The expansion of dairy cooperatives during this 

period was the result of an increase in the numbers of small-scale dairy farmers. But 

as yield per cow had remained static during the 1970s and 1980s (Danida 1994) and 

grew erratically in the 1990s there was no possibility that the farm sector could expand 

to match government projections of increased consumer demand (see table 5.7). This 

was reflected in the surveys of the processing sector above, where shortages of raw 

Of ten main projects promoted in the Eighth Plan, dairy farming is fifth largest in terms of 
expanded area coming after Mixed Farming, High Growth Trees, Fruit Trees and Medium 
Growth Trees. 
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milk continued to stimulate the demand for powdered milk substitutes. Thus, the move 

to promote medium scale dairying in the Eighth plan was a recognition of this problem 

and the continuing concern with the quality of milk produced in small farms. While the 

economic crisis of 1997 placed this plan in limbo (see below) it was nevertheless 

indicative of government attempts to overcome the constraints limiting increased farm 

yields in a manner which conformed to previous government policy. 

In promoting dairy cooperatives, government agencies were crucial in solidifying 

contracts and subsidies to farmers, which in turn cemented relationships between dairy 

processors and farmers via the cooperative. While the financial incentives have been 

discussed, of equal importance were government desires to regulate prices and 

institute contractual arrangements between cooperatives and processing companies. 

In many ways the forerunner for contemporary structures of production was initiated 

when the DFPO formed a joint venture with Thai International Products to market and 

distribute cooperative members’ produce under the Thai-Danish brand name in the 

1970s. This relationship became the model for further cooperative and capital 

structures to emerge. In 1997, six major companies were in contractual relationships 

with registered cooperatives for the supply of raw milk. These companies were Nestlé, 

Foremost, Thai Dairy Industries, CP-Meiji, Dutch Mill and Phuping.  In general, the 

contracts provide for fifteen year purchases of cooperatives’ raw milk. Liability for 

contracts lies with the cooperatives rather than the farmer and in the case of under 

supply or poor quality of milk, a cooperative must seek new farmers or make outside 

purchases to meet the contract. 

In the following two sections some specific examples of the operations of cooperative 

dairy farmers in southern and northeastern Thailand are provided, to demonstrate the 

conditions at a local level. A third section examines Thailand’s oldest and most 

successful dairy cooperative, Nongpho, and the role of state agencies in facilitating its 

development. Following this, a comparative analysis is made of the farm and 

cooperative sector with a discussion of emerging trends and the role of farms outside 

the cooperative system. 
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Dairying in Southern Thailand: Phattalung Cooperative and Processing Plant10 

The southern region of Thailand is generally noteworthy for its large rubber plantations 

and shrimp farms. Dairying and the number of dairy cattle in the region are a tiny 

proportion of the overall scope of Thailand’s dairy sector (see table 5.8). Yet, the 

Phattalung Cooperative remains interesting because it is a good example of how 

dairying begins in a region and demonstrates some of the kinds of problems that 

confront the sector in new environments. Southern Thailand, while generally humid, 

contains adequate supplies of water, has roughage (dried grasses) all-year and is 

considered to have few problems related to disease. These factors make it relatively 

suitable, given conditions in Thailand, for dairying (Saithanoo 1996:4). 

Table 5.8 Number of Dairy Cattle by Region, Thailand 1986-1995 

Central North-East North South Total 

1986 51,708 5,705 4,686 1,506 63,605 
1987 55,598 4,163 5,829 2,086 67,676 
1988 68,908 14,881 8,563 2,575 94,927 
1989 103,041 16,463 10,346 2,926 13,2776 
1990 118,052 25,234 11,022 3,229 157,537 
1991 151,067 25,539 10,618 3,970 191,194 
1992 168,213 38,355 11,879 4,052 222,499 
1993 166,688 46,121 19,609 4,771 237,189 
1994 164,199 47,355 14,861 5,203 231,618 
1995 185,370 79,678 16,706 5,493 287,247 

Source: DLD (1997)

Note: includes milking and non-milking cattle


Dairy cattle were first brought to the province in 1982 and the first processing plant 

opened in 1986. This became the impetus for the cooperative’s formation in July 1988 

and by 1991, when the processing plant was up-graded, the cooperative had 100 

members. The construction and upgrading of the processing plant was funded by the 

Cooperative Promotion Fund of the MAC. The cooperative retains ownership of the 

plant, which is managed by staff from the MAC. By 1995 the number of members had 

increased to 170, although this subsequently declined to 150 by January of 1997. The 

reasons for this decline was bankruptcy in half the cases, while in the other half, 

farmers were considered “too old”; that is, the labour demands for dairying were too 

The details of this section are drawn from fieldwork research undertaken in January and June 
of 1997 in Phattalung and an interview with the Plant Manager, Khun Sauwapar Konggate, on 
the 27th January 1997. 
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high on some of the farmers. The cooperative has 1,272 cows, with farmers producing 

between 20 and 100 kilograms of fresh milk per day, and with the plant processing 

about six tonnes per day. This implies average production of around 40 kilograms per 

day per farmer. This level of intake allows the plant to produce around 20 tonnes of 

product per day. Plant capacity is 20 tonnes raw milk inputs per day which would 

generate approximately 66 tonnes of output. The plant processes milk for six types of 

dairy products which roughly divide between drinking yoghurt, pasteurised milk and 

skim milk. Drinking yoghurt flavours are sourced from a private company.  Sales are 

made to four provinces: Phattalung, Songkla, Trang and Krabi—with the largest 

proportion in Phattalung.  The plant manager expressed the desire for a grant to 

expand drinking yoghurt processing capabilities.  The machinery in the plant came from 

China, Germany, Denmark and France. Sales are handled privately, except those to 

schools where a broker is utilised. 

Farmers bring their milk to the processing plant directly (usually on motor cycle) or 

bring the milk to one of four collection centres (MCC) in the province.  The milk is 

weighed and tested before being processed, with farmer’s contributions recorded for 

fortnightly payments. Since 1989 the price paid by the cooperative has steadily 

increased in line with government promotion of dairy farming. Nevertheless, the price 

paid to farmers at the Phattalung cooperative has been higher than the national 

average (see table 5.9). In fact the 1997 price of 10 baht per kilogram was one of the 

highest prices paid by a cooperative in Thailand. One of the reasons why this was 

possible was because the processing plant was cooperatively-owned and could thus 

return a greater share of profits to farmers. However, and perhaps more important, the 

plant manager was attempting to attract more producers to dairying because the plant 

was operating at just above one-quarter capacity. 

Table 5.9	 Fresh Milk Price, Phattalung Cooperative and National Average, 
1989-1997 

Year Cooperative Price National Average 
(baht/kg) (baht/kg) 

1989/90 6.50 5.00 
1991 7.00 5.34 
1995 8.00 6.55 
1997 10.00 9.27 

Sources: Personal Interview (1997); DLD (1998:81) 
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The cooperative is made up of farmers who have entered dairying independently or via 

promoted schemes with BAAC loans. For those farmers who entered through one of 

the BAAC schemes, this included a loan of 200,000 baht which was only secured with 

the ownership of at least 10 rai of land.  With each dairy cow costing around 35,000 

baht, a farmer would purchase five, with the remaining sums being used for materials, 

such as sheds and pumps for water supply. Yet, going on the evidence of a previous 

survey (Nissapa & Thungwa 1996), it seems likely that the largest proportion of farmers 

in the cooperative are actually independent producers and have entered dairy farming 

as a means of diversifying and expanding their incomes, rather than making a shift 

solely to becoming dairy farmers. Nissapa and Thungwa (1996:87) found that half their 

respondents (their sample size was about one-third of the cooperative) did not consider 

dairying as their primary occupation. Further social characteristics from the survey 

(1996:87-89) are revealing: only two-percent rented land, that is 98 percent had title to 

land, and 76 percent had received up to a primary-school education.11  Moreover, there 

was little difference (less than 100 baht per month) between incomes received from 

what independent farmers listed as their main and minor occupations (where dairying 

was one or the other), suggesting that dairying had a minor impact on increasing 

incomes. Conversely, for those that had entered the cooperative under the loans 

scheme, there was a significant difference (over 1,500 baht per month) between the 

main and minor occupation (where the main occupation was dairying), suggesting that 

those entering through the BAAC schemes were possibly poorer than the independent 

farmers. 

In an interview with a farm family who had entered the cooperative under the auspices 

of a BAAC loan, this latter scenario seemed to be confirmed. The family had been 

dairying for 10 years, previously growing rice. With rice the family could make 30,000 

baht per year profit, but stated that as a dairy farmers they made 60,000 baht per year. 

There were nine cows, of which five were milking and one pregnant. The family 

consisted of five people, the elder man and a daughter doing most of the work. Two 

milkings per day were required with milk then taken to the MCC. Average yield for the 

farm was 40 kilogram per day which means approximately 150,000 baht per year gross 

The figure for lack of possession of land title is revealing: one-tenth that of the national 
average, suggesting those entering dairy farming in this region represent wealthier segments of 
the rural population (Siamwalla et al 1993:100). 
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income. However, the family paid 20,000 baht per year in loan repayments, with feed 

costs an additional 3,500 baht per month, or 42,000 baht per year.  Incidentals 

amounting to 30,000 baht.  The family all drink about two glasses of fresh milk a day, 

although the oldest male tends to drink it processed. The cooperative pays for 

veterinarian fees, with the family arranging with the cooperative to send a veterinarian if 

an animal is sick. 

Dairying in Khon Kaen, Northeast Thailand12 

In contrast to southern Thailand, dairying in the northeast has expanded rapidly, and 

during the 1990s, was the fastest growing region in the country (see table 5.8). This is 

unusual since geographic conditions make the region the least suitable for dairying: the 

climate is dry and hot and the region suffers from the lowest annual rainfall in Thailand. 

The primary reason for the growth in dairying has been government promotion, which 

has sought to combat the northeast’s persistent levels of poverty. Further, the 

northeast retains the highest proportion of rural population for any region in Thailand. 

Along with the expansion of eucalyptus plantations, flowers and fruit trees, dairying has 

been part of government programmes designed to diversify the northeast’s agricultural 

economy and raise rural incomes. Although widespread programmes for dairy 

development only began in earnest in the early 1990s, the first projects began in 

Khorat (Nakhon Ratchasima) in 1979.  Khon Kaen was the second province in the 

northeast to see the emergence of dairy cooperatives in the early 1980s. By 1995 

there were 4,100 dairy farmers in the northeast, accounting for just over one-fifth of 

Thailand’s dairy farms. 

Government promotion of dairying in Khon Kaen first began in 1990 in two districts 

(Muang and Nampong) with 200 farmers.  A five percent loan of 82,500 baht was 

provided from the BAAC for sheds, materials and cement. A further 140,000 baht was 

loaned at two percent from the DLD for the purchase of five cows. The DLD also 

provided an extension officer for each district to help with breeding, training and other 

aspects of production. However, while dairying expanded during this period, a number 

of problems arose. For example, there were serious problems with feed. In dry 

seasons in the northeast, farmers were completely reliant on animal feeds 

(concentrate) and outside the dry season local grasses (roughage) tended to be fairly 

The details of this section are taken from interviews and fieldwork research undertaken in 
Khon Kaen province in May of 1997. 
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poor. Since farmers were dependent on animal feeds, costs were relatively high. As 

both roughage was poor and farmers generally did not make up the difference with 

adequate concentrate purchases, production became affected. This meant the quality 

and yield was poor, leading to a significant degree of turnover within the sector. Debt 

became a problem with many farmers selling cattle, leaving cooperatives and in some 

cases defaults on loans became frequent. 

In response to these difficulties the MAC began to restructure its plans for dairy 

promotion in the region, with a new loans scheme and new requirements for 

participation. For the Eighth Plan (1997-2001), the main concern was to shift the 

emphasis to middle income farmers with five to 20 milking cows. In order to receive 

loans farmers were expected to reduce areas planted to cassava and required to 

possess 15 rai for forage.  The new loan regime would allow for a 35,000 baht per cow 

loan at five percent interest plus a 7,000 baht per cow subsidy for materials.  Certain 

districts were targeted for the plan. However, as discussed below, these plans were 

abandoned as a result of budget cuts to the MAC in 1997-98, when the dairy promotion 

schemes were cancelled. Nevertheless, in the interviews that follow, farmers and a 

manager from two dairy cooperatives in Khon Kaen province reveal the constraints 

discussed above in the context of and, in some cases, lack of, government relations 

with farmers and private processors. 

Ban Nampong Dairy Cooperative, Khon Kaen 

In 1997 the Ban Nampong Dairy cooperative had 158 members with 130 regularly 

delivering milk. There were 741 milking cows and the cooperative’s total herd size was 

1,666. Average intake was 5.6 tonnes per day with a production range from each farm, 

on the day the cooperative was visited, of six to 132 litres of raw milk.  The cooperative 

retained a contract with Osoco, the DFPO’s milk processing company, with milk 

processed at the Muak Lek plant in Saraburi.  In the course of an interview with a 

member of this cooperative who had been with Nampong for one year (previously this 

farmer had been part of the Ban Sam Jan Cooperative but left because he did not have 

to get up so early), it was learned that an Osoco (DFPO) truck would pick up the milk 

and that Ban Nampong was also able to offer better services in relation to animal 

breeding and health. The farm had ten cattle, of which six were milking. The farmer’s 

landholding was 37 rai, however, most of this was used for fieldcrops for later sale. 

Three rai was set aside for growing roughage. He purchased animal feed 

concentrate—a 50 kilogram packet cost 255 baht, and he bought 20 of these a month 
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(5,100 baht per month).  In mid-1997 the farmer received 9.19 baht per kilogram for 

raw milk with an average daily production of 36 to 40 kilograms. On these figures, feed 

concentrate accounted for just under 50 percent of the farm-gate price received by the 

farmer for raw milk. 

Prior to dairying all land on the farm was used for rice and field crops. He worked for 

the Irrigation Department as a driver, however, in the early 1990s he began to be 

interested in dairy farming. He had seen others with dairy farms in the region and 

believed it would make a good investment. He quit his job with the Irrigation 

Department to begin dairying. In order to enter dairying he purchased three cows from 

another farmer, who had purchased the cows under a private loan. In return for the 

cows and an unspecified payment the farmer also acquired the previous farmer’s debt, 

thus making him liable for the loan repayments. Yet, these cows were not very good 

and he was unsuccessful in attempts to breed a larger herd. He eventually sold these 

three animals for about 6,000 baht, but was unable to transfer the debt and the farmer 

indicated that he had made a loss of unspecified size on this transaction. He became 

unsatisfied with the outcomes of dairying. He did, however, pay off the loan and was 

no longer in debt. Taking out a new loan of 82,000 baht (again purchasing the debt 

and cattle of another farmer) he acquired eight cattle, four of which were for milking, 

but these four were close to dry. At no stage during this process of acquiring the loan 

did he have any contact with government or livestock officials—the arrangement was 

purely private. 

The farmer indicated that his income had improved, compared to what he had earned 

as a driver, however, he had no savings as costs were very high. His fieldcrops (rice 

and beans) supplemented his income significantly, yet he had not needed to produce 

these crops before he began dairying. Although there were three children in the family, 

none worked on the farm, with the parents undertaking all activities. The farmer milked 

with his hands, with no use of milking machinery. On becoming a dairy farmer he 

believed he would receive an extra 7,000 to 8,000 baht per month in income, but this 

did not eventuate. At the time of the interview the farmer received about 10,000 baht 

gross per month from raw milk sales, with about 30 percent of this going to loan 

repayments and costs of feed and maintenance accounting for another 40 to 50 

percent. Thus, at the end of each month he estimated a net income from dairying of 

about 3,000 baht.  However, because he could sell other crops, this allowed for a 

higher income, but he had to put in a great deal more labour. 
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He had received some training at Khon Kaen University, but believed that he had learnt 

more from reading the dairy farming journals—especially in terms of breeding and 

nutrition. He had had some problems with mineral deficient cows, but this improved 

when he supplemented minerals in animal’s water supply. He owned two types of 

cows—one breed from NZ and the other a domestic cross. 

Ban Sam Jan Cooperative, Khon Kaen Province 

This particular cooperative is interesting because it began in a different form, as a pilot 

project for dairy development in 1979 (Simaraks 1988:57-60).  Through arrangements 

between Khon Kaen University, the DLD and the Khon Kaen Land Reform Agency 

(LRA) training, cattle and credit were provided to 15 farmers. A new village was set up, 

80 rai of land was devoted to communal pasture and each farmer was given two 

milking cows. Farmers incurred debts of 15,000 baht for the cows and 5,000 baht for 

sheds with money borrowed from Bangkok Bank on behalf of the Khon Kaen LRA. 

However, problems with feed soon emerged. The communal pasture was neglected 

because of conflict over the exact nature of ownership of the land. Planted grasses 

withered and only native grasses (which have poor nutritional value) remained. 

Concentrate was purchased but was required in high levels as a substitute. This in 

turn began to affect the quality of milk, which was often rejected by the processing 

group—at this stage undertaken by the Department of Food Science at Khon Kaen 

University. However, as Simaraks (1988:59) noted, “when milk was acceptable 

payments were often late. As a result, the farmers began to sell the milk to private 

buyers for 10 to 12 baht per kilogram, a price substantially higher than paid by the 

processing plant (six baht per kilogram on average).”  Further, problems developed as 

a group of successful farmers began to dominate the decision-making on the farmer’s 

committee, to the extent that those who had not made a similar success of dairying 

were marginalised. Simiraks (1988:60), in referring to one particular member of the 

committee, suggested that one of the reasons for success was previous wealth which 

allowed one farmer to extend influence into other areas such as providing credit, 

transportation, water pumps and advice. 

These arrangements were unsatisfactory and with an infusion of three million baht in 

1992 from the Cooperatives Promotion Fund, a cooperative was formed which brought 

in other dairy farmers from the district, enlarging the size to 70 members. By 1997 

there were 120 regular members of the cooperative. Yet, in the period between 1979 
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and 1997, around 420 different farmers had participated in the cooperative or the 

previous incarnation, signalling a fairly high degree of turnover in membership. 

However, this had stabilised to a degree once minimum land holdings were placed 

upon entry into the cooperative. Through subsidies from the government irrigation, 

sheds and land clearing services were provided for the farmers. The cooperative 

supplied feed concentrate to the farmers (leading brands were Thunder, CP and Chok 

Chai), with this cost deducted from the farmer’s fortnightly payments. When the 

cooperative began the DLD gave farmers five milking cows each (at 24,000 baht per 

cow) as a loan, which they had to pay back over ten years at eight percent interest. In 

order to be eligible for this programme farmers had to have at least 15 rai for growing 

roughage and be within 30 kilometres of the collection centre.  However, once the 

cooperative was established the programme was withdrawn. If farmers wished to join 

the cooperative they had to seek private loans and by 1997 about half the farmers were 

self-financed. In order to generate more income some farmers would sell domestically 

bred cattle, which would normally sell for about 16,000 baht each.  Land costs in the 

area were about 30,000 baht per rai.  The cooperative paid for administrative staff and 

every three months meetings were held, with a president elected each year. 

In 1997 the cooperative collected about 7.5 tonnes of raw milk per day, with each farm 

producing an average of 40 to 45 kilograms. The farmers received an average of 9.17 

baht per kilogram (the range was between 9.0 to 9.32 baht depending on milk quality). 

Thai Dairy Industries (TDI) purchased raw milk from the cooperative. This was 

arranged through a ten year contract that between TDI and the cooperative, with no 

specifications for direct relations between each farmer and the processor. In 1997 the 

cooperative received 10.5 baht per kilogram for raw milk from TDI (in comparison to 

1994 when the purchase price was 9.5 baht per kilogram).  The cooperative retains a 

10 year contract with TDI, expiring in 2006. Contract prices for raw milk are 

determined by the MAC and the cooperative has little interest, or possibility, in finding a 

better arrangement since TDI purchases as much milk as it can if the quality is high 

enough. In speaking with the cooperative manager, the advantage of having a 

relationship with this specific company was that the contract provided expertise, 

support staff and equipment. The cooperative provides a collection centre for the raw 

milk of its members. Milk deliveries to the collection centre are, in some cases, made 

individually by the farmers but more often an arrangement is made between a group of 

farmers for one to deliver the milk of the whole group. As the TDI processing plant is in 
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Ayuttya, 430 kilometres from the cooperative, a tanker makes the trip twice every three 

days. 

Interviews were held with two farmers in the cooperative, whose status was 

representative of a successful and moderately successful dairy farmer. The first farmer 

was a 40 year old man who was born and raised in the area. He was married with two 

children. He had been a member of the cooperative since 1992 and previously had 

been a migrant construction worker. There were three or four people who helped with 

the duties of milking, depending on the season, while there were five people in his 

home. His gross income prior to dairying had been around 40,000 to 50,000 baht per 

year while after dairying it had increased to 400,000 to 500,000 baht per year.  His 

production levels were about 150 to 170 kilograms per day with a herd of 31 cattle, of 

which 14 were milking. He possessed 14 rai of land and received 1,000 baht per day 

for driving the dairy truck which collected the milk of farmers from his village. He had a 

loan of 400,000 baht with unspecified monthly payments. 

The second farmer interviewed was a 41 year old woman born and raised in the area 

who owned 14 rai of land.  She had two children and her husband was a migrant 

construction worker. She had been a member of the cooperative since 1992, which 

corresponded to the time when she began dairying. Previously she had been a rice 

farmer, but her land was converted to be suitable for pastures. There were two people 

helping on the farm, with a total of four people in the household. Her gross income as 

a rice farmer was about 50,000 baht per year, whereas with dairying it was 200,000 

baht per year. Production levels were about 70 to 85 kilograms per day, however she 

said that she could sometimes achieve 150 to 160 kilograms in a day, though during 

the dry season this was not possible. There were 25 cattle in the herd, of which 12 

were milking. She had borrowed 360,000 baht at four percent from the BAAC, with 

repayments accounting for about 40 percent of her income. Feed costs were fairly high 

and she relied on bought roughage and concentrate, which cost about 250 baht per 

day. She had purchased a generic automatic milking machine which proved very 

useful since it only required one hour’s work per milking. However, the cost was 

40,000 baht, which was very expensive.  In terms of animal health the cooperative 

provided a veterinarian, though pharmaceuticals and transport costs for the 

veterinarian were not covered. 
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The Nongpho Cooperative, Ratchaburi Province 

Nongpho, which is located about 70 kilometres west of Bangkok, first bred cattle in 

1959. Benefiting from the proximity of Bangkok, farmers in the area were able to 

expand production of dairy cattle through artificial insemination extension services 

provided by the DLD. This also resulted in increased raw milk supply, which raised the 

problem of how to dispose of surplus which quickly deteriorated as there was no 

means of cooling for milk preservation. In 1967 a group of farmers formed a company 

to construct a chilling plant and in August 1970 Kasetsart University signed a contract 

to purchase milk. In 1971 dairy farmers in Nongpho and those running the chilling 

plant entered a joint project to form Nongpho Dairy Cooperative Limited.  However, the 

most important intervention came in the form of Royal sponsorship in 1972 with the 

construction of a processing plant operating as Nongpho Dairy Products Company 

Limited. In 1975 the plant was transferred to cooperative control. At each stage, the 

presence of state funds and extension services helped to stabilise and expand the 

cooperative. 

Nongpho is regularly highlighted as a shining example of dairying success in Thailand 

(Chantalakhana 1995; FAO 1990). On the face of it, there is ample evidence to support 

this view: starting with about 650 members in 1975, the cooperative, with 4,258 

members in 1997, is now the largest in Thailand, accounting to close to one-fifth of all 

registered dairy farmers in the country. Artificial insemination, dairy equipment, 

training, cooperative credit and loans are among the wide range of services supplied 

directly to members. In 1996, the cooperative registered significant profits and paid 50 

million baht in dividends to its members (The Nation 19 January 1997). In 1997 the 

cooperative received about 170 tonnes of raw milk per day, up from 67 tonnes per day 

in 1987 (FAO 1990:32). Nongpho retains its own milk processing plant and feedmill. 

About half of the cooperative’s milk is processed into pasteurised milk in sachets and 

the other half into UHT milk in hardpack containers.  UHT milk is sold through an agent 

in Bangkok and the cooperative undertakes its own distribution for the pasteurised milk. 

The cooperative’s feedmill produces 100 tonnes of mixed feeds per day, with feed sold 

on credit to farmers with payments deduced from returns on each farmer’s milk sales 

(Chantalakhana 1995:7).  In 1990 the cooperative’s processing plant had a capacity of 

85 tonnes per day, making it one of the largest processors in Thailand. The 

cooperative’s artificial insemination service is offered to members at cost price and free 

veterinary services are provided by the DLD and Kasetsart University.  While these 

factors contributed to the cooperative’s success, such success was not simply the 
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product of commercial ingenuity, but rather a series of interventions made at decisive 

stages by state agencies, which gave the cooperative significant support at particular 

moments in its development. 

Cooperatives and Farmers in Comparative Perspective 

Clearly, there is a great range within cooperatives and among the farmers participating 

in the dairy sector. In the two regions examined the largest proportion of farmers had 

begun dairying within a five to six year period, whereas in Nongpho there were farmers 

who had been dairying for 25 years. This was generally the case because it 

corresponded to the point at which cooperatives began to be established in each 

farmer’s region. This was a good indication that establishment of cooperatives acted to 

raise the visibility of dairying within a particular area and to generate interest amongst 

nearby agricultural producers. The primary reason for entering dairying in all cases 

was the desire by farmers to raise their incomes, though the conditions under which 

this decision was made varied considerably. In comparing the farmer interviewed at 

Ban Nampong with the second farmer at Ban Sam Jan, an interesting contrast arises. 

In the former case, we see a person who is relatively prosperous (for the region), with a 

large land holding whose entry into dairying was marked by a desire to diversify and 

increase the value of goods produced at the farm. In the latter case, we see a person 

whose income was dependent on a single activity (aside from what could be brought in 

by itinerant work from her partner) and who expressed the concern that if her income 

did not rise, she risked the loss of her land. The choices for the other farmers spoken 

to were not as stark as this, but it does provide one factor in determining how a 

particular dairy farmer might respond to the conditions and constraints placed upon the 

farm. For those farmers entering dairying with large land holdings and the benefit of 

multiple income sources, set-backs at an initial stage of dairying, such as obtaining 

poor stock, might be overcome with less impact—as in the case of the farmer at Ban 

Nampong Cooperative. Although even in this case the farmer remained unsatisfied 

and constrained by the conditions of dairying (see below). All the farmers interviewed, 

while benefiting in most cases from increases in income, had made a number sacrifices 

which did not, in their opinions, necessarily mean the transition to dairying was a 

simple monetary success. Three major trends emerged which countered the 

advantages accrued from increasing incomes: increasing costs and debt, increasing 

labour requirements and, linked to the first trend, increasing integration into commercial 

relationships. 
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Firstly, all the farmers had entered into substantial debt and were in relationships of 

production where costs had increased significantly as compared with previous 

commodities. While the MAC has promoted dairying to raise incomes, in particular as 

against rice, corn, cassava and sugar, one of the noticeable outcomes was the 

increasing outlays dairy farmers made with regards to animal health and especially 

animal feed, which were significantly higher than the costs incurred in the more 

‘traditional’ commodities (see tables 7.10 and 7.11). According to MAC statistics, costs 

as a proportion of dairy farm family income rose from 71 percent in 1990 to 81 percent 

in 1994. Farm family profit declined 14 percent for the same period (MAC 1996:20-21). 

These trends were also reflected in the decline of net profit, which in 1997, remained 

25 percent below 1990 levels (see table 5.12). The Ban Nampong farmer expressed 

the opinion that if it was not for the levels of debt he had accrued, he would leave dairy 

farming altogether. While the MAC could make plain that dairy farmers received 

greater profits that those that remained in rice, corn cassava and sugarcane, the MAC 

was not in reality comparing equivalents. This problem was highlighted by the second 

trend in dairying: the rise in labour requirements needed to keep dairy operations 

continuous. There is no doubt that the labour demands of dairying far outweighed 

those of any field crop with its seasonal planting and harvest cycles. For the farmers 

spoken to, the shift to dairying involved a ‘culture shock’ and in most cases required a 

continuous commitment by a larger group of family members than with previous 

commodities. It was noticeable that one farmer had gone into further debt to alleviate 

the problems of a demanding labour regime. The third trend was with increasing debt 

farmers became enmeshed in new commercial relationships with banks and money

lenders thereby decreasing their financial security. 

The cooperatives, with their contracts with processing companies, in many cases have 

had to act to manage the constraints discussed above. Because these constraints 

have led to high degrees of turnover in cooperative membership, making it difficult to 

increase efficiency, cooperative managers had no option other than to constantly seek 

to increase their size and membership to increase yields. The exception to the rule 

was the Nongpho Cooperative. 
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Table 5.10 Participation, Production and Income from Dairy Farming, Thailand 1990
1994 

Year No. Cows Milking Costs/F Raw Income/ Profit/ Profit 
Farm per Cows/F /Year Milk Year Family/yr Baht/Rai 

Families Family (B) kg/F/yr 
1990 12,029 8.42 3.97 54,152 10,830 75,920 21,769 3,654 
1991 12,535 8.44 4.45 60,601 11,349 81,028 20,427 3,062 
1992 12,491 7.46 3.52 66,518 10,729 80,465 13,947 2,643 
1993 15,302 8.25 3.64 67,122 10,279 82,540 15,418 2,821 
1994 17,190 10.53 4.22 77,551 11,949 96,191 18,641 2,947 

Year Cost Income Profit/Rai 
Baht/Rai Baht/Rai Baht/Rai 

1990 9,094 12,749 3,654 
1991 9,079 12,141 3,062 
1992 12,598 15,241 2,643 
1993 12,293 15,114 2,821 
1994 12,251 15,198 2,947 
F—Family; yr—year; B—baht; r—rai 
Source: MAC (1996:20) 

Table 5.11	 Comparative Cost, Income and Profit for Selected Commodities, Thailand 
1990/91-1994/95 

Year 
Rice Corn 

Cost Income Profit/Rai Cost Income Profit/Rai 
Baht/Rai Baht/Rai Baht/Rai Baht/Rai Baht/Rai Baht/Rai 

1990/91 1,115.5 1,171.5 16.1 749.6 943.3 193.7 
1991/92 1,247.5 1,358.4 110.9 867.3 1,193.5 326.2 
1992/93 1,346.9 1,137.2 (209.7) 813.1 1,296.8 483.7 
1993/94 1,339.6 1,216.6 (123.0) 822.2 1,228.0 405.7 
1994/95 1,352.3 1,381.6 29.3 834.0 1,381.8 547.9 

Year 
Cassava Sugarcane 

Cost Income Profit/Rai Cost Income Profit/Rai 
Baht/Rai Baht/Rai Baht/Rai Baht/Rai Baht/Rai Baht/Rai 

1990/91 1,057.0 1,825.2 768.1 7,461.9 2,959.8 (4,502.15) 
1991/92 1,291.7 1,728.7 436.9 7,722.0 2,776.5 (4,945.52) 
1992/93 1,312.1 1,731.0 418.8 2,249.1 
1993/94 1,290.4 1,259.1 (31.24) 3,708.8 
1994/95 1,365.6 2,577.2 1,211.5 2,816.7 
Source: MAC (1996:21) 
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Table 5.12 Raw Milk Production Costs, Raw Milk Price and Net Profit, Thailand 
1990-1997 

Cost
 (baht/kg) 

Price at Farm 
Gate (baht/kg) 

Net Profit 
(baht/kg) 

1990 5.00 7.01 2.01 
1991 5.34 7.12 1.78 
1992 6.20 7.51 1.31 
1993 6.54 7.98 1.44 
1994 6.57 7.96 1.47 
1995 6.55 7.96 1.41 
1996 7.25 9.07 1.82 
1997 7.74 9.27 1.53 

Source: DLD (1998:81) 

A Schizophrenic State? Dairy Development in Perspective 

It is important that in conceptualising the state, one does not fall into crude analysis 

which sees the state as simply a representation of the interests of the leading class 

within a particular social formation. Clearly the state as an entity in Thailand has 

multiple interests, and these are reflected in part by the competing demands which the 

state must reconcile in negotiating, regulating and facilitating the activities of 

accumulation and social coordination. In this sense the relationships between the state 

agencies, in particular the DFPO, the DLD and the CPO, and farmers and the 

processing companies, can be seen to be at best, convoluted. This is most clearly 

demonstrated in the position which small-scale dairying has occupied within the 

development schema of these aforementioned agencies with regard to the 

development of cooperatives. As previously discussed, the cooperatives act mainly to 

coordinate the delivery of milk to processing companies and deal with any related 

problems due to animal ill-health or breeding and coordinate relations with state 

agencies. However, in the interviews with farmers discussed above, two groups of 

farmers seem to have emerged. First, there are those farmers who have entered 

dairying as means of expanding and diversifying their productive base and second, 

there are those farmers who have converted solely to dairying. It is only a broad 

estimate, but it would seem that these two groups would be roughly equal in size, each 

accounting for about half the number of dairy farmers in Thailand. Obviously, those 

solely engaged in dairying would tend to be concentrated in the successful 

cooperatives (especially Nong Pho), but overall there is no reason to feel that there 

would be a concentration of one group in any particular region. Thus, it seems there 

are farmers who regard small-scale dairying as a business opportunity, rather than a 
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livelihood, and while allowing for a degree of risk, have an exposure which is not that 

large, as against other investments. There are also those farmers who have chosen 

dairying as an investment, who generally have other activities on which they can draw 

in case returns are not satisfactory. 

The major problem confronting Thailand’s dairy farmers since the 1960s is that climatic 

and social conditions are far removed from the advantages that dairying ‘giants’ like 

Australia and New Zealand enjoyed in their developmental periods. Problems related 

to breeding, feed quality and cost, higher levels of required labour inputs, unsuitable 

temperatures and demand on scarce water resources (a notable problem in the 

Northeast) all add to making the feasibility of small-scale dairying difficult. Moreover, 

given these conditions, and the fact that many farmers enter into dairying at a small-

scale, there is little need to thoroughly commit themselves to the enterprise, especially 

as the growth of the industry has made it relatively easy to sell one’s cattle (and debt) 

to others interested in establishing a business. The Danida (1994) report highlighted 

this fact when it argued that if dairy projects had sought to help those poorest in 

countryside it would have been better to provide farmers with two milking cows, rather 

than five, as the levels of debt and working hours required would have been much less. 

The problem for the agencies promoting dairy development was that once a 

programme of small-scale dairy development was initiated with a specific sized herd, 

rather than taking account of a particular farmer’s needs and abilities, the agencies’ 

only position when confronted with problems of quality and efficiency and increasing 

demand from the processors was to recommend increasing herd size, with the belief 

that this would help meet the shortfall in supply and increase yields. 

The paradox of this situation was that it was both advantageous and disadvantageous 

for the processing sector. Obviously, adequate supplies of raw milk remain difficult to 

obtain, quality of milk by international standards has stayed low and, most significantly, 

productive efficiency also remains low. Yet, processors have found greater leverage 

with state agencies (as did dairy exporters from Australia and New Zealand, among 

others) to allow increasing imports of powdered milk to offset Thailand’s failure to meet 

the demand for dairy products with adequate raw milk supplies. For the processors, 

their decision about which side of the ‘equation’ they preferred depended in many 

cases on their scope and relationship to international interests. For example, while one 

can only hazard a guess, the one-third Australian-owned TDI, with its historic links to 

the Australian dairy sector, must at some stage have contemplated what advantages it 
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could accrue if it was able to further increase its imports of powdered milk. In contrast, 

a small local processor like Khon Kaen Dairies simply did not have the means to 

increase its powered milk purchases and could only hope for an improvement in the 

efficiency of the raw milk supply. In this context, one can see why up to 1997 state 

agencies were left to increasingly conflicted responses. Protecting and continuing to 

promote small-scale dairying was unlikely to solve the problems of efficiency which so 

concerned the processors and the DLD. Yet, small-scale dairying had been targeted 

as a means to diversify the agricultural economy and increase incomes. Of course, to 

a certain extent, this dilemma, was resolved, however unsatisfactorily, by the 

economic crisis of 1997 and the cancellation of dairy promotion programmes. 

Competing Responses to Economic Crisis and Beyond: An End to ISI? 

By 1997 the Thai government could point, in quantitative terms, to a successful 

expansion of the dairy industry since the 1960s. The core of this achievement was the 

concerted effort by government agencies to shape the productive context of the 

industry in a manner which inculcated small-scale dairying and mandated specific 

relationships between farmers and processors. In this the Dairy Farming Promotion 

Organisation (DFPO) had acted as a state-derived model which agribusiness might 

emulate. Yet, constraints arose as to how effectively this state enterprise could 

compete in a marketplace where imports of powdered milk and rapidly growing markets 

were being more easily accessed by private sector processors. These factors made 

the DFPO the dairy enterprise within the industry to be most affected by the 

restructuring pressures unleashed by the economic crisis of 1997. 

‘Death Throes of a Capable Producer’: The DFPO in Crisis13 

In 1994 the DFPO’s commercial arm encompassed three processing plants in Saraburi 

(200 tonnes per day), Prachuap Khiri Khan (60 tonnes per day) and Sukhothai (60 

tonnes per day), and a 37 percent share of sales in the UHT milk market. The DFPO 

held the leading UHT milk product with its Red Cow brand, marketed under the Thai-

Danish Label. This product was distributed by the joint venture Thai-Danish Milk 

Company, which was formed with a 20 percent stake held by the DFPO, 31 percent 

held by dairy farmers’ cooperatives and a 49 percent holding by the Thai International 

This title is drawn from a headline appearing in the Bangkok Post on the 17th of February 
1999. The material in this section draws on reports appearing in the following: Bangkok Post 10 
January 1997, 11 July 1997, 25 September 1997, 14 January 1998, 22 January 1998, 11 March 
1998, 30 July 1998, 14 December 1998, 18 December 1998, 14 January 1999, 17 February 
1999, 19 February 1999; The Nation 24 February 1999. 
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Products (TIP) Company. TIP was a wholly owned subsidiary of North Star 

International, Thailand’s leading distributor of consumer products (food and non-food), 

and owner of the Polaris brand of drinking water which held over 50 percent of the 

three billion baht plain water market.  During 1997 North Star’s four factories produced 

1.2 million litres of drinking water each day.  North Star also had interests in yoghurt 

and pasteurised milk distribution. 

While the situation of obtaining a new private sector partner provided some hope to 

those wishing to keep the DFPO publicly owned, a number of problems emerged 

which, when combined with the economic crisis, threatened the continued existence of 

the state enterpise. 

Between 1994 and 1998 Thai-Danish Milk lost almost three-quarters of its market 

share of UHT milk, slipping to just 11 percent. The reasons behind this decline were 

severe problems with distribution, the economic crisis and the changing nature of milk 

sales in Thailand. The first major problem to hit the DFPO was the forced cancellation 

of the joint venture project with Thai International Products in July of 1997. As shown 

in table 5.5, UHT milk sales in ‘modern’ outlets were dominated by three companies, 

and over the life span of the Red Cow label, sales had mostly occurred through 

“traditional” outlets at a local level. Thai International Products had not been 

successful in penetrating the more valuable and higher volume markets of the 

supermarkets and convenience stores. In this situation projected purchases of UHT 

milk from the DFPO had declined during 1996, to a point in 1997 where the Thai-

Danish Milk Company had accumulated a 300 million baht loss, and where the DFPO 

had received 200 million baht in bad cheques for milk.  In this situation, and in the face 

of several law suits, the Thai Danish Milk Company was suspended from operation and 

the DFPO sought new arrangements for the distribution of its UHT milk. Whether the 

funds lost would be recouped and how the debts associated with Thai-Danish would be 

met remained unresolved at the time. 

The DFPO decided that instead of seeking a new joint-venture partner it would simply 

appoint a distributor for its UHT products. The DFPO set a series of minimum 

conditions for a company to be eligible for the contract. The company had to be 

registered in Thailand with at least three years’ experience in distributing consumer 

products, it had to have at least 500 million baht in assets and 250 million baht in paid-

up capital; a warehouse facility and 40 tonnes of transport capacity and could not 
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already be a producer of ready-to-drink dairy products. In September of 1997 the 

DFPO appointed one of the major players of the agribusiness sector, the integrated 

poultry firm Srithai Food and Beverage, as the new distributor of the Red Cow label. 

The other bidder for the contract, Lamsoon (Thailand), a producer of palm oil, was also 

a major firm within the agri-food sector.  Srithai hoped to take advantage of a segment 

of the food industry where it did not have interests and committed the venture to 

achieving sales of 1.6 billion baht in the first year of operation.  Further, Srithai was 

obviously attracted to markets which in 1996 had seen 15 percent growth in UHT milk 

and pasteurised milk sales and 30 percent growth in yoghurt sales.  During the five 

year contract, Srithai planned to launch five new dairy products to compete in other 

segments. 

Yet, the contraction in demand in the Thai economy from late 1997 had a serious 

impact upon Srithai’s ability to generate the required 150 million baht in sales per 

month. In late January 1998 the company was facing a shortfall of about 20 million 

baht in sales and sought to renegotiate its contract with the DFPO and cut its monthly 

purchases of milk to 120 million baht.  To add to the agency’s woes, a number of other 

problems arose which created greater financial difficulty. In March 1998 the 

government raised the farm-gate price of raw milk from 10.5 baht per kilogram to 12.5 

baht and placed a freeze on retail UHT and plain pasteurised milk prices until May 

1998. This meant the agency was paying around 11 million baht a month more for milk 

but remained unable to transfer immediately the costs to its customers. Attempts to 

recoup losses from banks which had provided guarantees in the joint-venture with TIP 

proved difficult and Ministry of Agriculture initiated-legal battles to obtain 40 million baht 

from the Bangkok Metropolitan Bank and the Siam City Bank seemed destined for 

long-term proceedings. In March of 1998, these problems led to the government 

announcing a 200 million baht loan to the DFPO to allow the agency to continue 

making payments to farmers and complete an extension programme. In particular the 

loan would be oriented towards supporting the fourth DFPO plant (a 60 tonne per day 

capacity plant) which had opened in late 1997 in Khon Kaen.  Yet, the loan was not 

much more than a crisis fund which would tide the agency for a short period of time. In 

July 1998 the agency announced that is was contemplating a user-pays scheme for the 

extension services it provided. 

The full extent of the DFPO’s problems were revealed in December 1998 when the 

State Enterprise Privatisation Policy Committee approved private sector involvement in 
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the agency’s production and distribution arms. This meant that these arms would be 

sold and the agency would be confined to carrying out extension and promotional 

activities. The DFPO’s debt had risen to 600 million baht at the end of 1998 and the 

Thai-Danish Milk Company retained 400 million baht debt, which was viewed as non-

performing, implying that Thai-Danish was effectively bankrupt. Half the DFPO’s debt 

(300 million baht) was owed to packaging producers and powdered milk firms, 

including Combi-Block, Tetra-pak, Dairy World and New Zealand Milk.  Moreover, while 

the DFPO had increased revenue from 1.4 billion baht in 1997 to 1.7 billion baht in 

1998, its accumulated debts meant the company would record a 100 million baht loss 

for the year. In addition, in mid-December 200 dairy farmers filed complaints of fraud 

against the managing director of Thai-Danish Milk for failure to provide dividends on 

milk sales. Given these circumstances government members, including Prime Minister 

Chuan Leekpai, argued that as the agency had no possibility of generating working 

capital it had no other option than to pursue privatisation. 

The conditions set down for privatisation specified that the purchasing company must 

be Thai-owned with 100 million baht in registered capital, not already be involved in 

milk production, and there would be a required purchasing of at least 200 tonnes of raw 

milk per day from DFPO farmers. In addition, the successful firm was expected to 

generate at least 200 million baht in monthly sales.  A target date of February 1999 

was set for bids and a number of major firms expressed an interest in taking over the 

DFPO’s production and distribution. These were: Srithai, Foremost Friesland, Sammit 

Marketing, Pathum Rice Mill & Granary (a subsidiary of the Mah Boonkrong Group of 

companies), Minor Dairy Company (a Pizza Hut subsidiary), DK Agro-Industry 

Company, VRJ International, Siam Advance Education 2000, Tetra Pak Processing, 

Supakit Packaging, Custom Mart, Osothsapha and the Dairy Cooperatives Association 

of Thailand. What clearly identified these groups expressing an interest in the DFPO 

was the extent to which the agency could provide a significant addition to the scope 

and activities to a group of firms which already had significant interests in the food and 

packaging sectors. The one exception to this was the Dairy Cooperatives Association 

of Thailand, whose potential bid was undermined by a 304 million baht debt to the 

Farmers’ Assistance Committee stemming from loans for milk processing. Further, the 

Director-General of the Cooperatives Promotion Department, Boonmee Juntarawong, 

made a public statement discouraging the idea. 
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While attempts to privatise the DFPO were beginning, the Deputy Agriculture Minister, 

Newin Chidchob, met representatives from Nestlé, Dutch Mill, Foremost and CP-Meiji 

in February of 1999 to determine whether these firms would purchase milk from DFPO 

farmers in case the agency could no longer make purchases. However, at the same 

time a series of protests by dairy farmers and employees of the DFPO sought to 

challenge the status of the privatisation programme. For the employees there were 

fears over job security and the potential failure of a new organisation to pay 

outstanding debts on milk sales to farmers. Those opposing the privatisation scheme 

became even more incensed when the details of the DFPO’s relationship were 

revealed in mid February 1999. 

Having begun a new distribution relationship with Srithai, the DFPO had hoped to 

utilise increased sales to bail itself out of the problems created by the failure of the 

agency’s relationship with Thai International Products. Both groups had overestimated 

the extent of sales they would achieve and for 1998 Srithai had purchased 300 million 

baht less than contracted. By February of 1999 the distribution firm owed farmers in 

excess of 100 million baht which led to protesters blocking the main highway to the 

Northeast for two days. The distribution contract was cancelled and there was little 

hope given to finding a new partner in the short term. 

At the beginning of 1999 it was estimated that any firm wishing to purchase the DFPO 

would need at least 600 million baht just to “kickstart” the organisation.  Dairy farmers 

and employees pushed for the Dairy Cooperatives Association to be allowed to take 

over the firm, but once again government ministers expressed ambivalent or negative 

attitudes to the proposal given the fiscally austere environment of IMF-mandated 

spending packages. However, in response to farmers’ protests, the Cabinet did 

approve a 400 million baht interest-free fund to pay for milk supplied to the DFPO from 

October 1998 to February 1999 which had remained unpaid. This injection of funds did 

little to transform the agency’s viability and it remained a target of the government’s 

privatisation programme. 

By May of 1999 the problems of the DFPO seemed intractable. There were in fact no 

bidders for the agency as it was believed that the debts and poor relations between 

staff, management and farms made the organisation simply too difficult to manage as a 

commercially viable option. The agency had ceased operating one of its plants, yet 

continued to purchase 200 tonnes of raw milk per day which was subsequently sold on 
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to the other three plants. The agency was locked into these purchases and could not 

simply reduce its intake. This equation could only lead to further losses. While the 

final scope and form of the DFPO remained to be resolved, by the middle of 1999 it 

was clear that the problems which had beset the agency over the two years since 1997 

would almost inevitably lead to a restructuring process which would impact through 

reduced sales for the organisation and decreased prices for farmers. No part of the 

government was ultimately prepared to make the necessary funding arrangements (nor 

counter the IMF’s spending conditions) that might have allowed the enterprise to 

continue. But even it this had happened, the changes in the sector and the increasing 

market penetration of firms able to make bulk sales to supermarkets and convenience 

stores placed the DFPO in an extraordinarily difficult position. Even in the best 

financial circumstances the agency simply had no remit to enter into the kinds of 

arrangements and investments that had allowed a firm such as CP-Meiji to increase its 

market share and grow in spite of contracting economic circumstances. It is fairly 

certain that the government will not allow the DFPO to collapse; the organisation has 

too long a history and represents a significant cultural achievement in the eyes of many 

Thais. But there is little doubt that a fairly radical restructuring will take place and the 

activities of the agency greatly reduced as the production facilities and distribution 

functions are completely shifted from public ownership. This is not to argue that this 

process was inevitable, but once the nature of the market shifted, the larger firms, with 

their links to other parts of the food sector, were generally much better able to respond 

by placing their products in the high volume sales outlets. While the DFPO could rely 

on sales through the school milk programme, this was ultimately of little benefit in 

competing with higher value food items like flavoured milks and drinking yoghurts. 

Conclusion 

Lenin’s statement at the start of this chapter in one sense captures the dynamic of the 

dairy sector in Thailand. It would be easy to identify parallels in the historical 

development under capitalism of the dairy sectors in these countries. It is clear that 

increased incomes have resulted and a rapid expansion of the industry has occurred. 

Yet, the unevenness of dairy development is apparent and the continuance of 

problems associated with debt, poor quality of animals and milk, and increased costs 

point to countervailing tendencies. However, Tsarist Russia is not late 20th Century 

Thailand and the presence of an interventionist state and a constellation of agri-food 

firms means that the relations of production in Thailand’s dairy sector demonstrate only 

superficial similarity to late 19th Century Russia. It would ultimately be a mistake to 

205 



Chapter 5 Thailand’s Dairy Industry 

reduce to an ahistorical capitalism the reasons for the shifts, transformations and 

structures of Thailand’s dairy sector. The coupling of state intervention in the 

countryside with subsidies and support to a processing sector provided the impetus for 

the beginnings of the dairy sector. The sector’s continuing growth and expansion 

generated a series of conflicts as commercial interests no longer paralleled that of the 

state, particularly in the form of the corporatisation of the DFPO in the 1980s, and the 

attempts to privatise the agency in 1999. This chapter has shown that agri-business 

firms have come to play an increasing role over time in the structure of the sector. 

While up to 1997 state intervention played the most important role in shaping the 

relations of production at farm level, the consequences of the economic crisis in 1997 

point to a realignment of forces, as the agencies of the state were forced to withdraw 

from the sector leaving the major firms to begin a process of restructuring towards 

possible direct contracting with farmers, or even, most radically, a complete reliance on 

foreign purchases of powdered milk and the cessation of purchases of local raw milk. 

For Thailand’s dairy farmers either scenario only offers the possibility of greater 

demands upon producers and higher costs. Perhaps, Lenin was more insightful than 

initially thought. 
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Chapter 6 

The Seeds of ‘Success’ and ‘Failure’: Comparative Development in 
the Shrimp Aquaculture and Dairy Sectors 

The Marxist theory of the capitalist mode of production does not merely consist in reducing 
development to the formula ‘elimination of the small establishment by the large’, allowing 
anyone who manages to learn it off by heart to have guaranteed access to the key to the 

entirety of modern economics. 
Karl Kautsky (1988a[1899]:12) The Agrarian Question 

Introduction 

The case studies presented in this thesis have deliberately sought to contrast two 

differing agri-food sectors.  The patterns and costs of production, scale, profitability, 

levels of commercialisation and risk associated with each sector vary.  Yet, both are 

shaped in a great many ways by the presence and activities of large-scale enterprises, 

in this case agribusiness firms. Chapters 4 and 5 have explicitly detailed these 

phenomena, but the thesis to this point has not sought to draw out what similarities and 

differences might extend beyond each commodity chain. In fact, much analysis of agri-

food restructuring tends to be commodity specific, with relatively little attempt to 

elucidate comparative restructuring patterns across commodities. However, in this 

case it is possible to make such comparisons and to draw a number of conclusions 

about the role of agribusiness, the state and farmers during phases of agri-food 

development and restructuring. This chapter takes the following format: first, the 

contrasts between the dairy and shrimp sectors are discussed; second, the similarities 

are analysed; third, the reasons behind the differential patterns of development 

between the two sectors are explored; and fourth, the contradictory nature of the ways 

by which 'success' and 'failure' are measured within the two sectors is examined. 

Contrasting the Shrimp and Dairy Sectors 

The first major contrast between the dairy and shrimp sectors is the final market 

destination of the products produced. This contrast between export orientation of 

shrimp and internal market demand for dairy products is significant for a number of 

reasons. Firstly, price variation at the farm gate is more dynamic in the case of shrimp. 

World market forces, such as the consequences of international production patterns 

(eg gluts and shortages), are driven directly to the farm gate. As was clear from the 
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economic crisis of 1997 and the boom and bust cycle of 1988-1990, the shrimp market 

is extremely volatile. In contrast, the domestic market focus of dairy producers, with a 

government-fixed price for milk, keeps prices more stable, relative to the shrimp sector. 

Moreover, in terms of prices received at the dairy-farm gate the economic crisis had 

little immediate impact (notwithstanding those dairy farmers dependent on public sector 

purchases from the DFPO). Secondly, the international market for shrimp requires a 

great deal more quality control on behalf of processors with regard to final product. 

Japan, in particular, places stringent requirements on the quality of foods entering its 

markets. The internal market in Thailand, and the relative paucity of state regulation of 

food standards continues to lead to a situation of poor quality and low standards in 

dairy products. Clearly, regulation of production process is being shaped more by 

market location, than by location of production. As a number of shrimp processing 

companies attested, production and quality control processes were on a par with 

anything in the US, Europe or Japan. It is notable that the initial success of frozen 

chicken exports to Japan created a model of quality control processes, inter alia, that 

food export firms could emulate. The fact that only one dairy firm (TDI) reported 

exports—with the majority of those exports to Laos (a country with less quality control 

restrictions than Thailand)—confirmed the effect of market orientation on regulation 

standards. 

At the farm level itself differences between the shrimp and dairy sectors clustered 

around issues of property, the presence of wage labour, relations with government 

agencies, technology transfer, intensity of resource use, mechanisation and income 

schedules. Three contrasting issues emerged with regards to property-related matters. 

First, in contrast to dairy farms, there was generally no pluriactivity within individual 

shrimp farms. Shrimp farmers might well have had other investments, but they were 

hardly ever within the same ‘space’ as shrimp farms. Dairy farms in contrast were 

always sites of pluriactivity, with a minimum of grass growing for the purposes of hay 

making. In fact, most dairy farmers interviewed retained a number of other crops to 

supplement incomes. A second property-related difference was the length of farm 

ownership. This was often demonstrated in the sense by which producers expressed 

farm ownership. In most cases dairy farmers were working on “family property” 

whereas, while there were certainly shrimp farms run by families, there was a higher 

rate of newly acquired or rented properties, converted for the purpose of shrimp 

farming. The final contrast was a higher degree of rented lands being used for 
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production within the shrimp sector. With regard to wage-labour, there were no 

instances of hired workers on any of the dairy farms visited; in all cases labour duties 

were undertaken by family members. However, government surveys have shown that 

about one-third of shrimp farms hire labour, with independent surveys reporting higher 

averages in certain regions (Vandergeest et al 1999). 

Between the two sectors the relationship of government agencies and farmers is quite 

different. Almost all dairy farmers have indirect or direct contact with a government 

agency or funded project on a daily basis, such as milk collection centres.  Most dairy 

farmers have received some education through government institutions (in the case of 

this research, Khon Kaen and Kasetsart Universities) and have contact with district 

extension officers. Shrimp farmers, however, are likely to have almost no contact with 

government agents, in most part because an institutional structure of extension officers 

does not exist. By contrast hatchery owners might well be in contact with university 

researchers—but there is no line of advice or services provided directly by government 

agencies to shrimp farmers. A flow on from this relationship was that the technology 

transfer in the developmental stages of these sectors was more likely to be the result of 

farmer/state interaction in the dairy sector and farmer/firm interaction in the shrimp 

sector. The intensity of resource impact is higher at the farm level in the shrimp sector. 

The transformation of coastal waterways, salinisation, the clearing of mangroves and 

effluent pollution all distinguish shrimp farming in its impact upon local environments. 

This is not to argue dairy farming has no resource impacts—certainly farm demand for 

water for animals is high—but in a manner of degree dairy farms are less resource 

intensive. To a large extent dairy farms remain small operations where cattle are hand-

milked, signifying little mechanisation on the farm. In the sites visited in the course of 

this research, only one dairy farm in ten had mechanical milking equipment. More 

generally, the most expensive piece of equipment on a dairy farm was usually a 

motorcycle. In contrast, shrimp farms all contained mechanised aerating devices 

(usually two per pond), with many farms owning pumps. While this degree of 

mechanisation remains low by international levels, between the two sectors shrimp 

farms contained higher levels of capital investment in machinery than dairy farms. 

Finally, the cooperative membership of most dairy farms and the four-month grow-out 

period for shrimp production entailed different timeframes for the receipt of income. 

Dairy farmers received payments every two weeks while shrimp farmers were required 

to wait for the harvest of their crop before receiving any monies. In turn, this tended to 
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expose shrimp farmers to greater risk of income loss since their major sources of 

income were concentrated on two payments in the year versus the more spread out 

payments to dairy farmers. 

At the firm level, the major contrasts within the shrimp and dairy sectors involve labour 

costs, capital investment, relations with government agencies, the character of firms 

participating in the sector, degrees of vertical integration and the role of branding. The 

primary difference between the processing elements of the production process in the 

shrimp and dairy industries is the size of the labour force required: a single shrimp 

processing plant employs ten times the workforce of the largest dairy processing plant. 

While a partial explanation of this is that the shrimp industry is simply larger than the 

dairy industry, the more significant fact is that the processing of shrimp includes more 

discrete elements—unlike milk, shrimp cannot be aggregated during the production 

process—each shrimp must be processed 'individually'. As a result of this labour 

intensive production process, labour costs in the shrimp processing sector are higher 

than in the dairy sector. The focus of capital investment for processing firms differed 

around the types of plant required in the production process. Dairy processing firms 

required machinery capable of differentiated packaging processes (bottles, plastics, 

tetra-paks etc) whereas shrimp processing firms made greater investments in cold 

storage facilities. For processing companies operating in the dairy sector, relations 

with government agencies are focused around issues of the fixed price for raw milk 

purchases, the regulation of powdered milk imports and the necessity of maintaining 

contracts with cooperatives rather than direct relationships with farmers. Conversely, 

the shrimp sector faced no similar degrees of state regulation as regards its 

relationship with the farm sector. A further contrast is that only one company (the CP 

Group) owned processing operations in both sectors. The role of vertical integration in 

the two sectors also differed. No dairy processing company owned dairy farms, while 

the CP Group and, for a period, the Aquastar Group both made investments at the farm 

level. Finally, branding plays a more significant role in the dairy sector where 

processing companies are directly associated with their products. However, shrimp 

processing companies sell their products to export agents and the products are 

branded with the retailer’s logo, rather than that of the processing company. As a 

result, this made dairy processing firms more liable for costs associated with 

promotions and marketing. 
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Comparing the Shrimp and Dairy Sectors 

The following section details the patterns of convergence at the farm and firm levels. 

At the farm level similarities can be classified around issues of debt, access to land, 

labour process, input costs, absence of contract farming and incomes. At the firm level 

similarities occur around issues of sourcing, the role of feed millers, relations with the 

state in regard to rural industry promotion and relations with distributors. 

For farmers, debt (and the use of credit) expanded significantly upon entering each 

sector. The range of credit sources was equally diverse in both sectors, although there 

was less official credit to the shrimp sector (eg BAAC loans) than to the dairy sector. It 

was noticeable that informal loans (ie loans arranged privately, separate from 

government agencies or banks) continued to play an important role. Another strong 

parallel at the farm level was the social status of most farmers as reflected by their 

access to land. In both instances, shrimp and dairy farming required substantial assets 

to start operation and neither sector was the domain of the poorest segments of the 

rural population. The simple requirement of land ownership, or the ability to purchase 

or rent, acted as an exclusion in many circumstances. It is plausible to argue that 

shrimp farming required a higher level of assets, but in both sectors access to land 

separated these farmers from other rural dwellers lacking land titles, high cash incomes 

or those dependent on non-land communal resources (eg coastal communities 

dependent on local fisheries). For those shrimp farms under family control, a similar 

pattern emerged over labour duties with dairy farms: increased work hours. Labour 

duties were higher on dairy farms, but nonetheless, for farmers shifting from crops to 

animals (and in most cases the previous activity of a family farm was rice or cassava) 

the time required for feeding, monitoring, maintaining and, in the case of dairy farming, 

milking increased greatly as compared with previous commodities. Further, this shift to 

more complex commodities produced a significant rise in input costs, especially feed. 

Farms required a range of chemicals and anti-biotics for animal health.  The highest 

cost was feed which, in both sectors, amounted to over 50 percent of total production 

costs on the farm. The expansion of commercial relations at the farm level was 

another parallel with regard to the supply of animals—reproducing shrimp was 

impossible at the farm level and the reproduction of cattle, while subsidised by 

government agencies, was relatively unreliable. Both sectors saw prominent markets 

(in the form of hatcheries in the shrimp sector and cattle auctions and loan transfers in 

dairy) emerge for the supply of animals to the farm. 
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In addition, the absence of contract farming in both sectors signaled, to some degree, a 

lack on the part of agribusiness to completely penetrate the farm sector—although 

contracting was attempted in the shrimp sector, this was not diffused through the 

industry. The final point to note was the increases in gross incomes brought to farmers 

participating in these sectors. While shrimp farm incomes were higher, both sectors 

provided much higher incomes as compared with previous activities. At the same time, 

farmers' incomes were exposed to greater risk (especially in the shrimp sector) through 

increasing levels of debt and problems associated with falls in production yields or crop 

failure. There was a higher rate of bankruptcy within the shrimp sector and turnover 

rates seemed to be higher, although this could not be demonstrated conclusively with 

the evidence gathered. It was also noticeable that declining rates of profitability were 

recorded within both sectors as costs rose and returns declined—this was especially 

marked after the economic crisis of 1997. 

For the agribusiness companies involved, a reliable and continuous supply of inputs for 

processing was of equal significance in both sectors. Milk and shrimp required close to 

immediate processing, with the ability to preserve either commodity limited. Thus, both 

sectors were dependent on transport to bring commodities to processing plants 

promptly—producing a further chain in the production cycle for which commercial 

activities occurred. However, milk can be stored before processing for a slightly longer 

period than shrimp, with the maximum distances between farm and factory being 400 

kilometres for dairy and 150 kilometres for shrimp.  Across both sectors feed millers 

played an important role, as discussed above, but in addition, unlike the processing 

sector, the feed sector witnessed a great deal of overlap. While CP was the only firm 

operating in both processing sectors, over ten firms were making feed for cattle and 

shrimp. This situation arose because of the similarity of ingredients in the production of 

animal feeds, especially as the primary protein source for feeds is fish meal. While 

shrimp and cattle feeds are specifically different, their constituent parts are similar, with 

ingredient portions varying. Therefore, feed millers can take advantage of economies 

of scale to produce feed for both sectors—and, it should be noted, other sectors such 

as swine, poultry and ducks. The firms in both sectors took advantage of BoI 

promotion through the use of tax incentives, duty-free imports of technology and 

various schemes promoting the decentralisation of industry.  While the shrimp sector 

took advantage of these programmes to a higher degree, such state sponsorship was 

of value to feed millers and processing firms alike, irrespective of sector. Finally, 
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establishing distribution chains was of major importance—it was clear that failure in the 

distribution relationship could undermine a firm completely, no matter what the demand 

for the commodity produced. 

The parallels and contrasts examined above raise a number of questions. Firstly, what 

is the relevance of these divergences at the farm and firm levels and second, how can 

the development of these divergences be explained? In particular, it is the contrasts 

between these sectors which offer the most valuable insight into the agri-food 

restructuring process. However, a further aspect arises: how should similarities within 

the two sectors which diverge markedly from the rest of the agricultural sector (this is 

especially the case with the failure of contract production) be understood? While the 

tendency of research is to look for patterns, the real test of an explanatory method’s 

usefulness is the ability to account for divergence within abstract understandings of 

social form. The following section concentrates on the contrasts discussed above, to 

see if it is possible to explain these divergences within the framework of radical political 

economy. 

Dynamics and Constraints of Development and Restructuring Processes 

From the discussion above, the major points of divergence which emerge from the two 

sectors cluster around the intensity of production, the form of firm/state relations, levels 

of vertical integration and resource exploitation. There has been a general trend in 

theories of agri-food restructuring to place great emphasis on the biological component 

of food production as shaping distinct forms of production (Goodman 1999; Goodman 

& Redclift 1994).  In immediate terms, it might seem plausible to attribute much of the 

uniqueness of shrimp and dairy production to biological differentiation. However, such 

an explanatory process would ignore many of the material and social forces operating 

within these commodity systems. What follows discusses these specific divergences 

by offering explanations which seek to draw out the material and social forces at play, 

before resorting to biological explanations. 

The differences in intensity of production between the shrimp and dairy sector, seen 

through yields and overall mechanisation, were clear. It would be fallacious to attribute 

this to biological limitations since there are examples (eg Australia, Israel) where under 

similar, if not worse, climatic conditions, similar breeds have produced higher yields. 

This was usually achieved through the use of higher rates of capital investment 
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(automatic milking systems, animal cooling sheds, on-farm storage). But perhaps most 

important in the Thai case is the impact of government policy and the role of the world 

market in limiting the intensification of dairy farming. Firstly, the government's initial 

focus on small-scale dairying through subsidy, and the requirements for processing 

firms to purchase from cooperatives, rather than from farmers directly, led to a situation 

where there was little direct market compulsion for farmers to become more efficient. If 

processing firms were able to avoid inefficient producers then it would be likely that 

those in the industry who could not intensify quickly would be unable to sell their milk. 

But this is not simply a matter of government distortion of markets through intervention, 

since the existence of a world market in dairy products (especially powdered milk) 

allows firms to purchase processing inputs from countries such as Australia and New 

Zealand. This in turn lessens the pressure these firms will apply to the government to 

improve efficiency at the farm level. Thus, in 1997 pressure was placed upon the 

government to free up regimes on powdered milk imports. While some firms desired 

greater efficiency at the farm level, state policy in effect hindered direct intensification 

via market-driven forces. But such policy had social significance since it acted as a 

form of welfare by maintaining the income of a segment of the rural population. More 

specifically, such a policy reduced the extent of differentiaton among the people who 

constitute dairy farmers, in contrast to shrimp farming. Shrimp farming was 

characterised by a greater degree of differentiation, especially the extent of larger 

farms in operation (although it should be noted that this took the form of multiple farm 

ownership, rather than larger farm sizes). 

Explaining the different regulatory frameworks which operated in either sector is 

perhaps one of the most important issues in terms of development. The first issue to 

note is the effect of different historical periods at which each sector was established. 

Dairy farming started in the 1960s under the auspices of international aid programmes 

and later formed an important segment of the government’s attempts at rural 

development and pacification. The development model in this circumstance was 

Keynesian and strongly influenced by modernisation. The state acted as the prime 

agent in creating demand at the farm level, invested and protected the industry and 

sought to guarantee price stability. In contrast the shrimp industry developed along 

neo-liberal lines, with a global focus and demand generated via the world market. The 

development of the industry was noticeable for the absence of the state at the farm 

level, yet intimate connections between the state and capital (especially in the 

215 



Chapter 6 Comparative Development 

relationships between the Department of Fisheries and the CP Group) provided the 

framework for the rapid expansion of the industry in the late 1980s and early 1990s. It 

is important to stress that the difference between these two models (agricultural 

modernisation and agri-food globalisation) is not the presence or absence of the state 

at various stages. It would be a mistake to view the development process as one with 

the state and the other without. Rather the form of state activity in each sector was 

qualitatively different, since state goals and the role of capital were different. Nor 

should this be seen merely as a matter of degree. The emphasis here is intended to 

highlight differential state activity as dependent on a particular historical moment of 

development—regional trade relations, an empowered faction of local capital, an 

unlimited ability to exploit natural resources, state support for rural industrialisation, an 

international ideology of export promotion—these factors combined in the 1980s to 

propel shrimp industry development. The emphasis on local market expansion, weak 

factions of agribusiness capital, foreign aid policies, rural pacification goals, a pervasive 

belief in state support for technology transfer—these factors combined to stimulate 

dairy sector development in the 1960s. However, these models should not be seen as 

establishing fixed patterns for the future restructuring of these sectors. The economic 

crisis in 1997 facilitated state attempts to withdraw direct support to the dairy sector 

and privatise key state enterprises. Conversely, the environmental transformation 

wreaked by the shrimp industry has caused the state to intervene through attempts at 

management and regulation to limit levels of damage in order to make the sector viable 

in the long-term. 

A third problematic to the development and restructuring of these sectors is the limited 

degree of vertical integration, marked especially by the absence or failure of contract 

farming. The first point to note is that successful vertical integration should not imply 

complete ownership of every part of the production chain—across many industries 

profitability is raised when various segments are out-sourced or contracted.  Thus, 

vertical integration should not simply be viewed as all or nothing; as such where a 

company fails to achieve “all”, that is complete ownership or control of the commodity 

chain, this does not imply that integration has failed. However, some have viewed the 

failure of contracting within the shrimp industry as the result of an inherent biological 

contingency on the part of the shrimp production process, which makes agribusiness 

control of the farm component impossible (Vandergeest et al 1999). Rather, the 

research undertaken here suggests that the absence of contracting should be seen to 

216 



Chapter 6 Comparative Development 

be the result of three processes: state activity, the world market and the absence of 

colonialism. In the case of the dairy industry state regulation has made it simply 

impossible for direct contracting to emerge—until the time that such regulations are 

removed it is impossible to tell to what extent biological limitations will hinder the 

growth of contracting. Furthermore, it was clear that the CP Group was very interested 

in the possibility of contracting dairy farmers and was looking to enter into 

arrangements which would allow it to undertake such activities. With the shrimp 

industry the failure of contracting was examined in chapter 4—but clearly the world 

market gave individual producers a significant ability to play off companies for a brief 

period during the industry’s beginning. The absence of colonialism also possibly 

contributed in that the failure of a large landless population to emerge meant that small

holder production remained the dominant organisational form at the farm level. This in 

turn made it much harder for farms to be agglomerated in the initial stages of 

agricultural intensification and industrialisation. As such, it still remains too early to 

make a judgement about the future trends surrounding the penetration of agribusiness 

into the farm sector. 

Finally, while levels of resource exploitation were greater in the shrimp sector it would 

be incorrect to view such exploitation as necessarily greater than that of the dairy 

sector. By contrasting these two sectors’ levels of resource exploitation, it is necessary 

not to fall into a trap of making a comparison which might in fact be invalid. Such a 

problem arises in this case because the two sectors, at the farm level, operate at very 

different degrees of intensity in terms of yields and cropping. A more appropriate 

comparison to differentiate resource impact would be between a highly capitalised 

dairy farm and the present example of Thai shrimp farms or the present form of Thai 

dairy farms with an extensive shrimp farm. In the case of the former we might find that 

the fresh water resources the dairy farm consumers are of a level which brings its 

resource exploitation much closer to that of an intensive shrimp farm. Similarly, in the 

latter case we would find the shrimp farm's levels of resource exploitation greatly 

reduced. Thus, in order to avoid the conclusion that shrimp farming is inevitably more 

resource intensive than dairying we must compare like with like or, at the very least, 

ensure that comparisons are made within a proper context. 
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Orwell’s Revenge? Success as Failure 

Looked at from the perspective of agribusiness, the development and restructuring of 

the dairy and shrimp sectors contained successes and failures. In the shrimp sector 

the intensification of production, the supply of overseas markets and the expansion of 

sales of input products were measured as successes. In the dairy sector the expanded 

domestic dairy products market, the level of sales recorded in spite of economic crisis 

and signals that import regimes on powdered milk were to be relaxed were regarded as 

successes. Yet, neither sector, in the eyes of agribusiness, was without its 

shortcomings or failures. In the shrimp sector the prevalence of disease and pollution 

undermined the viability of the industry, demand for coastal sites drove up the price of 

land and international environmental opposition gave shrimp a negative image. In the 

dairy sector, small-scale operations at the farm level were considered inefficient, 

problems of quality continued to plague milk products and state policy at the enterprise 

and farm level lacked cohesion. 

However, understanding success and failure in these terms is extremely limited. These 

judgements are made with an underlying assumption: the realisation of profit (or its 

hindrance) determines the degree to which each element of the sector is regarded as a 

success or failure. Yet, if the scope by which agribusiness increased control and 

influence over the farm sector is used as a measure of success and failure, a new 

picture emerges with profound implications. 

While agribusiness to this point did not completely penetrate farming, it had a great 

impact upon the relationships between farmers and firms, especially through the feed 

component of production. More importantly, as agribusiness did not seek direct 

intervention and control of farms, but sought indirect and implicit influence, then the fact 

that greater control was exerted in shaping relations should be seen as a success on 

the part of agribusiness. However, in both sectors farms demonstrated increased 

instability through declining profitability and failure—to this extent agribusiness was 

undermining the very conditions which made its own viability possible. In the shrimp 

sector, agribusiness expanded operations overseas (in the case of the CP Group) in 

response to crop failure and in the dairy sector greater pressure was placed on the 

state to improve efficiency at the farm and allow increased imports of powdered milk for 

processing. In the shrimp sector the degree of resource exploitation was stimulated by 

the world market’s—and firms'—insatiable demand for shrimp for processing and this, 
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when accompanied by a complete lack of accounting for environmental damage, 

ensured high profitability for firms, but equally ensured instability, pollution and 

bankruptcy at the farm. While the dairy sector saw increased demand from the internal 

market, the inability to ensure quality and yield, the necessity of powdered milk imports 

and the role of the state in seeking deregulated solutions to state enterprise shortfalls 

demonstrated a continuing failure to stabilise the conditions of production. In both 

cases the very successes of these sectors’ significant growth and expansion created 

the conditions which in turn undermined each sector. Written into the dynamics of 

these sectors' success were the conditions which displayed their limits and wrought 

their failures. 
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Producing Inequality: Agribusiness, the State and the 
Consequences of Agri-Food Restructuring and Globalisation 

We ask you to expressly discover 
That what happens all the time is not natural. 

For to say that something is natural 
In such times of bloody confusion 

Of ordained disorder, of systematic arbitrariness 
Of inhuman humanity is to 

Regard it as unchangeable. 
Bertolt Brecht (1977:37) The Exception and the Rule 

This thesis has focused on the political economy of agribusiness in Thailand in the late 

twentieth century. The research has utilised a dependent capitalist development 

approach to investigate the relationships of production and social change created by 

agribusiness with regard to farmers and the state in Thailand. While the previous 

chapter compared and contrasted the two commodities studied this concluding 

statement seeks to draw out the broader themes presented within the thesis. 

First, the thesis argued that an important framework for understanding changes in state 

activity in regard to development is the decline of nationally centred development as 

the guiding economic and political ideology of states. Beginning in the 1970s, this 

ideology was replaced by neo-liberalism and came to dominate the way in which states 

shaped policy. Yet, the evidence gathered in these investigations of the emergent 

shrimp industry or the restructuring of the dairy industry is that the state in Thailand, in 

this case primarily manifest in the Ministry of Agriculture and the Board of Investment, 

did not simply become weaker through the adoption of neo-liberal policies. What 

changed was the way in which the Thai state sought to encourage and facilitate 

development and the extent to which state bodies sought to shape the impact of world 

market forces at the local level through transformations in subsidies, policies, tax 

regimes and investment. This was reflected in the change of political and economic 

projects from agricultural modernisation to agri-food globalisation. 

Second, the positing of general characteristics for this period of agri-food globalisation 

(as opposed to politico-economic goals), in the manner of regime theorists who had 

220 



Conclusion 

previously identified the first and second food regimes, would be problematic if applied 

to Thailand given the evidence presented in this thesis. The food regimes of the late-

nineteenth and mid-twentieth centuries were both characterised by high levels of 

relative capitalist stability in terms of production, employment and sectoral 

development. This thesis characterised agricultural development in Thailand in four 

periodisations; monocultural, first wave diversification, second-wave diversification and 

agricultural intensification. The first monocultural period (1850s to the 1950s) overlaps 

and parallels the first food regime. Thailand’s experiences certainly conform to the 

general aspects of this regime where the country was integrated into regional food 

trade for the colonial states. However, the latter periods of agricultural development sit 

less favourably with the second food regime as Thailand emerged as a regional 

exporter of high-value agricultural commodities in the latter part of the twentieth 

century. This is not to argue that the second food regime does not apply in this case, 

but rather to emphasise that the patters of subsequent development following the 

breakdown of the second food regime were highly uneven in general (world) terms and 

specifically in regard to Thailand, highlighted by country’s position as a net agricultural 

exporter, a status unique in East Asia. 

Further problematising the usefulness of conceptualising this latter period in terms of a 

regime was the absence of a stable agricultural sector in Thailand, an outcome 

produced principally because of the hegemony of neo-liberalism as a restructuring 

project. In concrete terms there remained many segments of the agricultural sector 

where neo-liberalism’s scope was incomplete and partial because of its inherently 

destabilising and uneven effects. The failure, as at the end of 2001, to privatise the 

DFPO almost five years after attempts were begun and despite repeated efforts by the 

Thai government, suggested that implementing neo-liberalism required concerted 

political intervention and did not occur as an unfolding ‘natural market outcome’. The 

environmental destruction associated with the shrimp sector, developed under the 

guiding auspices of neo-liberal ideology, required state intervention and direct funding 

to mitigate resource degradation. Despite the increasing diversity of Thai exports and 

liberalised trade, farm earnings failed to stabilise and agricultural commodities 

exhibited enormous price variation in the final years of the twentieth century. 

Agriculture, in general, demonstrated decreasing employment opportunities. While it 

was clear that Thailand had, by the end of the twentieth century, integrated into the 

East Asian regional trade area, there was little evidence to suggest an inherent stability 
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to this integration, especially in light of the region-wide economic crisis initiated in mid

1997. As such, while some might wish to characterise a period of inherent instability as 

a regime in itself, this seems to contradict the characteristics laid down for articulating 

the historic periodisation of food regimes in the first place (Friedmann & McMichael 

1989). 

Third, the thesis presented evidence that the growth and expansion of agribusiness in 

Thailand could not be accounted for by regarding outside capital as the driving force. 

In many cases it was through the mobilisation of local capital resources that drove the 

development of agribusiness groups. While foreign technology inputs, strategic 

overseas partners and demand from off-shore markets were significant, state policy 

and the strength of local groups facilitated the expansion of a class of domestic 

agribusiness groups who were outward looking in terms of seeking zones of investment 

and innovation. It is worth noting that the majority of agri-business joint ventures 

examined in this thesis usually look the form of a majority share of local capital in 

conjunction with a minority share of offshore capital. While Thai capitalists tended to 

lack access to technological inputs locally, their access and ability to mobilise capital, 

especially in the 1980s and 1990s was high. Of course, such access was linked to a 

system of deregulated global finance, which the Thai government embraced. While 

such an embrace was to have profound effects once the liquidity crisis started in July 

1997, it is important not to underestimate the local capital bases which agribusinesses 

held. It is instructive that while much company restructuring occurred, with assets sold 

off at bargain prices and widespread debt-for-equity swaps, the largest players in the 

sector were neither destroyed nor subsumed into larger off-shore entities. However, 

this was not necessarily because of their business acumen. 

Fourth, the impact of the economic crisis from 1997 witnessed an intensification of the 

forces of neo-liberalism with profound consequences for those who lacked the 

protection of concentrated capital. The Thai state fully accepted the principles of the 

International Monetary Fund’s structural adjustment package and implemented 

widespread cut-backs in the traditional areas of Keynesian state policy (such as price-

supports, subsidies, irrigation, extension officers, tariff protection) and increased 

support to those sectors most related to the globalisation project. This took the form of 

nationalisating the enormous levels of non-performing private sector-debt, thus 

stabilising the corporate sector during its liquidity crisis and at the same time speeding 
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up the sale of public assets which increased the space for corporate activity. Such a 

process highlights the new forms of regulation which have emerged as part of the 

project of global neoliberalism. Rather than simple deregulation of the Thai economy 

being the aim of the restructuring programme began in 1997, it was in fact a new form 

of regulation which transferred control over specific capital resources away from the 

private sector and into the hands of the state and vice versa. 

Fifth, in regard to the agri-food sectors under examination, increasing control over the 

commodity chain by agribusiness was witnessed, although how this played out varied 

according to specific historic, social and environmental attributes of the commodities. 

The evidence collected also suggested that in the case of Thailand, dairy and shrimp 

producers faced increasing levels of costs and debts and faced diminishing returns. 

However, shrimp farming demonstrated a much higher level of proletarianisation 

whereas dairying remained a predominantly family farming process. In many cases 

agribusinesses were successfully sheltered from the risks undertaken by farmers. 

Sixth, the evidence collected showed that where state policy sought to encourage the 

development of the sectors under examination for the purposes of income generation 

and poverty alleviation, such policy seemed unlikely to succeed. This occurred 

because those benefiting most from state policy were well placed to take advantage of 

such policies, but were not the most poor. Thus, while the force of capitalist 

competition encouraged differentiation, state policy aimed at encouraging expansion in 

the production of new commodities only reinforced this process, to the benefit of 

agribusiness. 

Seventh, the thesis has presented evidence which confirms trends of concentration in 

the ownership of strategic elements of production, differentiation of farmers and 

proletarianisation in the countryside. However, the thesis has also presented evidence 

confirming the continuance of small-holder agriculture and the expansion of a class of 

an indigenous agricultural capital. In regard to farming, the evidence presented in the 

thesis confirms the ideas first presented by Karl Kautsky in the The Agrarian Question. 

That is, the failure of capitalist concentration in shrimp and dairy farming arose from 

both financial and physical features of farm production with regard to profitability, risk 

and inability to achieve economies of scale (Kautsky 1988a [1899]; Lewontin 1998:73-

74). Furthermore, as argued in chapter 6, radical political economy grounded in an 

223 



Conclusion 

historically critical analysis served as an effective means to examine and understand 

the reasons for the failure for contracting or corporate concentration of ownership of 

farms in the dairy and shrimp sectors. Despite claims that political economy cannot 

answer such questions effectively in the Thai context (Vandergeest et al 1999, 2001), 

the evidence presented here suggests that with subtlety and specificity such 

explanations can be elucidated. 

Eighth, the thesis has presented evidence that the capitalist development of agriculture 

encouraged in Thailand has inherent contradictions which have caused environmental 

damage, social disruption, inequality and profiteering. Such developments have been 

unstable and both the state and Thai agribusiness have sought to restructure their 

relations of production in order to counter this instability. But there is no evidence yet 

that the actions of the state or agribusiness have undermined the instabilities built into 

both commodities examined in this thesis. 

Overall this thesis has continually sought to emphasise the interaction of local historical 

social forces with those on a world-scale. A central component of this process has 

been the nation-state state as a fundamental nexus point between productive relations 

at the farm, decisions made by corporate entities and representatives of capital and 

world and regional markets. But it is worth noting that these different aspects are 

generalisations and do not simply represent discrete boundaries which fail to permeate 

each other. The role of the Cold War affected all elements of the commodity chains 

examined in this thesis. The Thai state at various points in time, most notably in the 

1970s, came under increasing pressure to respond to demands from peasants and 

workers. That such demands were ultimately deflected with little impact on the 

structure of wealth distribution in Thailand was as much a comment on the 

ineffectiveness of the terrain of struggle chosen by the contending classes as a 

reflection of wider historic forces, such as the international and local bourgeoisie, 

whose interests clearly lay in maintaining a capitalist political economy. The 1980s and 

1990s, the period following the historic defeat of those who sought state socialism in 

Thailand, were decades of profound restructuring in the countryside. Such 

restructuring was only possible on the back of a such a defeat and could have only 

occurred with the concerted effort of local capitalists taking advantage of global 

conditions in their favour. 
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The specific form of agricultural restructuring in Thailand was a dependent capitalist 

developmental process. Such restructuring does not suggest a form of limited or 

‘backward’ development—capitalist development of agriculture in Thailand contained 

the same inherent contradictions, unevenness and tendency to produce declining profit 

as capitalist development in other parts of the world. Yet, the form and social 

consequences of these process took on specific local characteristics as discussed 

throughout the thesis. Moreover, it was increasing transnational and international ties 

which made capitalist development possible. That a transnational corporation of 

immense power and scope, such as the Charoen Pokphand Group, could emerge in 

these conditions was suggestive of a process of capital accumulation that was both 

dependent on linkages to foreign zones for investment and inputs but could equally 

undertake surplus extraction in both the domestic and offshore spheres. Furthermore, 

the restructuring of the sectors examined in the thesis was driven by complex 

combinations of local contestation over resources, pressures and subsidies from the 

state, previous historic conditions, world market pressures and the drive by capital, 

both local and offshore, to seek returns on investment. 

The consequences of these transformations in development and social change have 

led to a radical reconfiguring of Thai society. The question of resolving the inherent 

inequalities and instabilities of capitalist development remains. Most importantly, the 

question and potential of democratic control over production, over the fundamental 

aspects of humanity’s social life, that is, the potential of socialist societies, haunts this 

epoch of capitalism as with all others. 
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Appendix Table A 

Historical Timeline, Siam/Thailand 1800-2000 

1830s 

1842 

1855 

1868 

1910 

1932 

1939-1944 

1948 

1957/1958 

1965 

1973 

1976/1977 

1980 

1988 

1991 

6-8,000 Chinese workers entering Siam each year.


Treaty of Nanking, codifies European trade with China.


Bowring Treaty, establishes British trading relations with Siam, grants extra

territoriality to British subjects. 

Chulalongkorn (Rama V) becomes king and begins “modernisation” process of

the state through the establishment of a bureaucracy and provincial regulation.


First general strike.


Overthrow of the absolute monarchy by the Peoples Party, led by Pridi

Phanomyong, constitutional monarcy established.


Thai leadership split over support for Japanese during World War Two. In exile,

Pridi Phanomyong and the Free Thai Movement oppose Siamese support for

Japan, Phibul Songkram, prime minister 1938-44, allies Siam with Japan.


Phibul Songkram leads coup, becomes prime minister, changes country’s name

from Siam to the ethnically-inspired Thailand. 

Twin coups lead by Field Marshall Sarit Tanarat establish 15 year military

dictatorship.


People’s Liberation Army of Thailand begins insurgency.


Mass uprising overthrows military dictatorship and establishes three years of

democracy.


Military coup, installs Thanin Kraivixien as prime minister, massacre of students at

Thammasat University, thousands flee Bangkok to join the PLAT and the 
Communist Party of Thailand, General Kriangsak made Prime Minister in 1977. 

Period of normalisation under Prime Minister Prem Tinsulanon, establishment of 
relations with China and amnesty for students denudes strength of the CPT. 

First elections since mid-1970s establish Chartchai Choonavan as prime minister. 

Military coup, businessman and technocrat Anand Panyarachun installed as 
prime minister. Trade unions in the public sector outlawed. 

1992 

1997 

1998 

Military regime brought down through popular protests and royal intervention. 

Economic crisis begins in Thailand, Chavalit Yongchaiyut replaced as prime 
minister by Chuan Leekpai.  Thai government agrees to US$37 billion IMF 
structural adjustment programme and austerity measures. 

Thai GDP contracts 10 percent. 
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