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Introduction  
 

On the eve of September 19, 2006, military tanks surrounded Bangkok, the 

capital city of Thailand, while then-Prime Minister Thaksin Shinawatra prepared to 

give a speech at the United Nations in New York. The fate of Thaksin and his party, 

Thai Rak Thai (TRT) or Thai Loves Thai, changed in that instant. A coup led by 

General Sonthi Boonyaratklin seized the city and declared the dissolution of the 

Parliament, and Thaksin and his party (TRT) were ousted from power. After the 

seizure of the government, many people came out to support and congratulate the 

soldiers. Many citizens of Bangkok were happy with the coup. Most people in rural 

areas were not.  

Thaksin and his party were immensely popular in rural areas, especially in the 

North and Northeast regions. In these regions, 24 schools kept symbolic torches 

burning until the end of 2006 to show their opposition to the coup.1 Community radio 

stations also voiced their dissent. People in rural areas supported Thaksin and TRT 

because the party had instituted policies that catered to their needs, such as free health 

care and delayed debt payment. Nevertheless, Thaksin and his business cronies’ 

corruption had tainted his government’s reputation, and the middle classes came out 

to protest against Thaksin in 2005.  

Thailand has been in political turmoil ever since the 2005 protest and 

subsequent ousting of Thaksin in 2006. The divide between those who support 

Thaksin (mostly the rural poor) and those who are against him (mostly middle class 

                                      
1 Phongpaichit and Baker 2009: 290. 
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Thais and technocrats) has created a rift in society. Protestors for and against Thaksin 

continue to stream into Bangkok to voice their opinions, and stability seems unlikely 

any time soon. To understand the complex political situation in Thailand, it is 

necessary to examine Thailand’s political and economic history prior to and during 

Thaksin’s 2001 to 2006 premiership. 

One of my objectives in this thesis is to examine whether or not the populist 

policies that Thaksin implemented were beneficial for the poor. Thaksin’s popularity 

among the poor has created a division in Thai society between those who see Thaksin 

as a “savior” and those who view him as “villain.” Protest from both sides has 

become more intense since Thaksin was deposed in 2006. It is important to identify 

the effects of Thaksin’s policies so that Thai citizens know what impact those policies 

have had on society. Fundamentally, Thaksinomics, an economic policy utilized 

during Thaksin’s premiership, promoted the development of rural areas by means of 

populist policies while encouraging the growth of the country’s economy via a 

demand-led growth model.2 This thesis will focus particularly on the use of populist 

policies to promote the development of the rural economy. Three such policies are 

singled out for special attention: the 30-Baht Health Care scheme, the Village Fund 

program, and the One Tambon One Product program. These policies were designed 

respectively to reduce spending, increase opportunities (such as access to credit), and 

increase income. The programs were among the most popular programs to be 

implemented by Thaksin. 

                                      
2 Phongpaichit and Baker 2009: 99-109. 
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The other main objective of the thesis is to explain why Thaksin and the TRT 

implemented these three populist policies. Analysis of secondary literature sources 

revealed that the policies were implemented for five main reasons: to lift the poor out 

of poverty, to win votes, to destroy patron-client relationships in rural areas, to keep 

Thaksin from being imprisoned, and to secure business profits for political cronies. It 

will be argued that despite the Thaksin’s government’s rhetoric, the primary goal— 

to keep the poor out of poverty—was not the main objective of Thaksin’s populist 

policies. Moreover, despite some academics’ claims that Thaksin’s policies reduced 

inequality and poverty, the TRT’s ostensibly pro-poor policies caused the purported 

beneficiaries more harm than good. Lastly, I will offer recommendations for 

improving the three programs in part by comparing them to similar but more 

successful programs in other countries. Due to the popularity gained by TRT through 

the afore-mentioned programs, political parties are likely to continue to implement 

populist policies as a means of attracting votes from the poor. Thus, it is vital to 

understand the failures of the TRT’s pro-poor policies so that future politicians will 

be able to develop more successful pro-poor policies in the future.  

Although many economists at Thailand Development Research Institute 

(TDRI) and several academics at Chulalongkorn and Thammasat universities (such as 

Worawan Chandoevwit, Ammar Siamwalla, Somchai Chitsuchon, Pasuk 

Phongpaichit, and Anek Laothamatas) have described Thaksin’s policies3, they have 

yet to provide a systematic analysis of their effects. Scholars who have inquired into 

the effects of Thaksin’s policies are divided. Some have concluded that the policies 

                                      
3 Chandoevwit and Ashakul 2008; Ammar Siamwalla and Chitsuchon 2007; Phongpaichit and Baker 
2009; Laothamatas 2007. 
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did not help the poor, (e.g. the poverty incidence was not lowered and people 

incurred more debt), while others such as Robert Townsend and Joseph Kaboski have 

asserted that Thaksin’s policies were effective in reducing poverty and easing the 

problem of inequality.4 This thesis will attempt to synthesize these studies and to 

provide new solutions to help shaping the pro-poor policies of the future.  

 

Structure of the Thesis 
  

This thesis is composed of four chapters, all of which focus mainly on the 

period between 2001 and 2006, when Thaksin and the TRT were in power. Chapter 

One begins with the discussion of important background information relevant to my 

arguments on Thaksin's populist policies.  

Chapter Two analyzes the content and consequence of Thaksin’s three most 

important populist programs: the 30-Baht Health Care scheme, the Village Fund 

program, and the OTOP program, and argues that the negative effects of each 

program outweighed the positive ones. This conclusion raises the question of why the 

government implemented the three policies. 

The above question is subsequently addressed in Chapter 3, which argues that 

Thaksin and his allies implemented these policies for five reasons:  to help the poor to 

escape poverty, to gain votes, to destroy patron-client relationships, to protect 

Thaksin from imprisonment, and to benefit Thaksin and his accomplices’ businesses. 

The Chapter concludes that although Thaksin might have wanted to implement these 

                                      
4 Kaboski and Townsend 2008: 1, 24-25, 30.  
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policies to help the poor, his main motivations were to gain votes and to use policies 

to benefit himself and his business cronies. 

Chapter 4 explores ways in which the 30-Baht Health Care scheme, the 

Village Fund program, and the OTOP program might be improved by comparing 

them to similar but more successful programs in other countries.  Recommendations 

for each policy will be provided, in hope that future governments will look to these 

policies not as political tools to win votes or for personal purposes, but as a means of 

improving the lives of the poor. By addressing the failures of Thaksin and the TRT's 

pro-poor policies, this thesis works towards a Thailand that is more politically stable 

and socio-economically prosperous and equitable  

Together, the four chapters demonstrate that the populist policies that Thaksin 

and TRT implemented diminished rather than improved the well-being of the people 

they were purportedly designed to help. The policies produced positive effects in the 

short term, but not in the long term. Thaksin’s supporters need to be made aware that 

their leader’s policies did not help the people as much as they expected. The 

recommendations for each program in Chapter 4 are intended to make the program 

more efficient in helping the poor. The goal of this thesis is to illuminate the causes 

and consequences of Thaksin’s policies, and to provide some suggestions for 

improving the Thais in a way that will ameliorate the conflict in Thai society. 
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Chapter One  
Background 

 

This chapter provides background information key to understanding how 

Thaksin and the TRT came to power, to explain why they were so popular among the 

rural poor, and to demonstrate why Thaksin chose to implement the three pro-poor 

policies discussed in this thesis. It will address the following topics: the economic 

situation from 1968 to 2006, the political situation from 1932 to 2001, the 1997 

Constitution, the 1997 East Asian financial crisis, Thaksin Shinawatra, Thai Rak Thai 

(TRT), Thaksinomics, how Thaksin was elected, and populism. These topics will set 

the stage for an analysis in the next chapter of the motivations behind the 

implementation of populist policies.  

 

The Thai Economy, 1968 – 2006 
  

The economic situation in Thailand from 1968 has important implications for 

the rise of Thaksin and his popularity as the economic growth in Thailand during this 

period shifted the government’s attention away from the local interests to the national 

and international economy. It is important to note that Thaksin and TRT benefited 
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from the persistently wide inequality in Thailand because they were able to use their 

programs as a political tool to appeal to the poor.5  

The economic history of Thailand can be separated into four periods: the pre-

boom period (1968-1986); the boom period (1987 to 1996); the economic crisis (1997 

to 1999); and the recovery period (2000-2006).6   

From 1968 to 1986, during the pre-boom period, Thailand experienced a 

higher GNP growth rate than any other low- or middle-income country. Thailand had 

GNP growth of 6.7 percent per year, while other low and middle income countries 

had an average GNP of approximately 2.4 percent.7 During the boom period (1987-

1996), Thailand’s economy became the fastest growing economy in the world.8 

Physical capital such as equipment and factories, both domestic and foreign, was the 

main contributor to this high growth rate, accounting for around 70 percent of the 

growth rate between 1968 and 1996. In no year from 1958 to 1996 did Thailand 

experience a year of negative growth of real output per head. Real GDP growth from 

1957 to 1997 was around 7.6 percent, and never fell below 4 percent.9 Following the 

East Asian financial crisis in 1998, however, Thailand’s growth rate fell to -10 

percent in 1998, the lowest it had been since before the pro-boom period.10 However 

in 1999, the economy regained momentum and the country’s GDP per capita rose 

from $5,521 in 1999 to $7,378 million in 2006, an increase of 33 percent.11  

                                      
5 The gini coefficient was 0.504 in 1969 and 0.42 in 2002United Nation University. “World Income 
Inequality Data Base V.2” May 2008. 
<http://www.wider.unu.edu/research/Database/en_GB/database/> 
6 Warr 2009: 151. 
7 Ibid., 151. 
8 Ibid., 151. 
9 Thailand Human Development Report 2007: 21. 
10 Ibid., 22. 
11Thailand Human Development Report 2007: 22. 
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Throughout these four periods of Thai economic history, the poor suffered 

more than the others— during the boom period, the poor, especially those in the 

agricultural sector did not benefit as much as the rich, whereas during the crisis, the 

poor were among the worst-hit— millions lost their jobs.12 The suffering of the poor 

contributed to the emergence of Thaksin and the TRT, as their policies professed to 

offer low- income Thais the opportunity to escape poverty.  

Thailand’s economic policies from 1997 to 2006 focused more on improving 

rural standards of living and reducing rural poverty than trying to expand the 

economy in urban areas. Because of the government’s efforts to reduce poverty, the 

number of the poor in Thailand, which was high due to the financial crisis, fell from 

12.6 million in 2000, to 6.1 million in 2006 (see Table 1). While there were 

improvements in the reduction of poverty since the 1960s when development plans 

were put in place (as reflected in the fall in the number of the poor and an increase in 

accessibility to social services), not everyone benefited from these improvements as 

seen from the inequality in income and in health service provision (see Table 1 and 

4). The Thailand Human Development Report of 2007 reports that, in this year, the 

level of inequality, measured by income and access to social services, was still high. 

The income of top fifth amounted to 55.2 percent of the total income, while the 

lowest was only had 4.3 percent. 4.13    

Moreover, there still remained a significant proportion of the population (6.1 

million people in 2006) living in absolute poverty (under the poverty line) (see Table 

1) with an income less than 1,386 baht ($42) per person per month in 2006 (see Table 

                                      
12 Warr 2009: 152. 
13 Thailand Human Development Report 2007: 9. 
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1). It is also worth noting that most people living under the poverty line were farmers 

and workers in rural areas. These people were Thaksin’s main source of votes in both 

the 2001 and 2005 elections.
14

  

After comparing income distribution at the regional level, it is evident that the 

pattern of inequality in income distribution (2004) was widespread in the North, 

Northeast, and far South. Thaksin and the TRT’s main source of votes came primarily 

from the North and Northeast regions, where income inequality was the most severe. 

There was a stark difference between the income per person in the five wealthiest 

provinces (Bangkok and the Bangkok Vicinity) and the income per person in the five 

poorest provinces (North and Northeast).
15

 While the average person in Bangkok 

earned around 29,425 Baht (US$892) per month, rural people in Mae Hong Son 

earned only 6,681 Baht ($203) per month.
16

  

Poverty levels varied significantly by region. Only 2 percent of the population 

in Bangkok lived under the poverty line in 2004, while over 16 percent of the North 

and 17 percent of the Northeast lived in poverty.
17 Thaksin’s pro-poor policies 

catered to these areas in which the majority of the nation's poor resided; the votes he 

received corresponded to areas in which poverty incidence was high. 

Despite efforts to address the inequality between those in urban and rural 

areas (income, social protection, and access to services) in Thailand, inequality still 

remains one of the most pressing issues the government must tackle. People in 

                                      
14Thailand Human Development Report 2007: 9.  
15The top five provinces (Bangkok, Nonthaburi, Samut sakon, samut Prakan, and Phuket) and the 
bottom five provinces (Buri Ram, Nakron Phanom, Mae Hong Son, Nong Bua Lam Phu, and Surin). 
Ibid., 9.  
16 Thailand Human Development Report 2007: 117.  
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metropolitan areas and those who were closely linked to the international economy 

received a higher income and better standard of living than those linked to domestic 

economy such as people working in the agricultural sector.18 Thaksin and TRT put 

forward this agenda as their policies were catered towards the poor.  

Between 1997 and 2006, Thailand experienced a financial crisis, political 

turmoil, and insurgencies in the Muslim- majority far South. This contributed to slow 

development in rural areas, especially in the North, Northeast, and far South. From 

1997 to 2006 the differences in household income between urban and rural areas and 

general income inequality (as shown by the Gini coefficient which measures the 

inequality in income or wealth), were still wide (see Table 3).  Due to the wide 

inequality gap between the rich and the poor as a result of the growing economy and 

the financial crisis, Thaksin and TRT picked up these important facts and focused 

their policies on the inequality problems. 

 

The Political Situation in Thailand from 1932 to 2001 

 Thaksin and the TRT’s landslide victory in the 2001 and 2005 elections can 

be partially attributed to the frustration of many Thais with a system of rotten “money 

politics.” Thailand’s vicious political cycle and weak democracy also contributed to 

the Thai’s frustration with politics, thus causing them to turn to Thaksin and his 

policies. “Money politics” and the vicious political cycle marked the rise of Thaksin 

                                                                                                            
17 Thailand Human Development Report 2007: 9.  
18 Warr 2009: 152. 
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and his popularity throughout the period; Thaksin arrived into the political scene with 

a self-presented image of a fresh, clean, politician. 

Thailand has been a democratic country since 1932; the form of government 

is a constitutional monarchy, similar to that of the United Kingdom or Japan. King 

Bhumibhol Adulyadej, or King Rama the Ninth, is the head of state.  The parliament 

in Thailand consists of two houses: the lower house (members of parliament or MP) 

and the higher house (senators). The Prime Minister is the head of the government. 

Prior to 1997, senators were appointed, while 500 MPs were elected. However, since 

the implementation of the 1997 Constitution, all posts in the government have been 

elected. Thailand has suffered from political instability ever since King Rama the 

Seventh’s 1932 agreement with Khana Rad, leaders of the new system, to turn 

Thailand into a constitutional democratic monarchy. Since then, Thailand has seen a 

total of 16 constitutions (while the US has had one) and 18 military coups.19 This fact 

caused, and reflected, the underlying political instability in Thailand, which allowed 

political parties such as TRT to implement pro-poor policies and attract many 

supporters because people looked for a more stable government with a clear agenda. 

Thailand was under military rule for more than three decades, until the early 

'70s, when the military rule ended as the result of student protests and activism. After 

the fall of the military regime, Thai politics were marred by money politics, in which 

both local and national politicians bought their votes from Thai citizens.  It was clear 

that democracy in Thailand was weak, as another coup took place in 1978 by General 

Kriangsak Chamanand. After the coup, the Prime Minister in Thailand was 

                                      
19 Winn 2010. 
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appointed, up until the year 1988.20 In 1988, (retired) General Chatichai Choonhavan 

was the first civilian to be elected Prime Minister. His government lasted only a few 

years, coming to an end in 1991, when another coup led by General Suchinda 

Kraprayoon took place. Many people came out to protest against General Suchinda’s 

premiership in the streets of Bangkok. Thailand was caught in a vicious cycle of 

corrupt democracy and military coups21— after a new constitution was made, an 

election took place, which brought corrupted and vote-buying politicians into the 

parliament, then political crisis occurred provoking a coup, leading to the institution 

of a new constitution.  It is important to note that in this kind of cycle, Thaksin was 

able to successfully apply his pro-poor policies and attract many supports from the 

rural sector of Thailand. Thaksin and TRT took advantage of the political instability 

by using Thaksin’s clean and uncorrupted image, which came as a fresh hope for 

people who desired clean and stable politics. Many Thai viewed to TRT as the party 

best equipped to stabilize the political landscape.  

Thai politics were also marred by the corrupt use of money. Thai politics 

have, in fact, always been dominated by “money politics,” partly due to the rapid 

economic transformation that began in Thailand in 1968. “Money-politics” became 

popular in Thailand after the Cold War, which left behind a “hegemonic antagonism 

to popular political movements.”22 Ever since 1991, businessmen have experienced 

an increase of power in the political arena. Businessmen first began to monopolize 

the parliament in the post-Cold War period, especially in provincial areas where 

                                      
20 Pongsudhirak 2009: 28. 
21 Achan Chai-anan Samudavanija is the first to propose the idea vicious cycle in his book, The Thai 
Young Turks published in 1982. Ibid., 29. 
22 Phongpaichit and Baker 2003: 3. 
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extensive use of money, cash, intimidation, and pork barreling took precedence in the 

elections. MPs were separated into factions, and these factions often competed 

against one another to be part of the cabinet.  

Clearly, Thai politics were grossly unstable—not one single government 

lasted a full four-year term from 1988 to 2000. Thaksin and his party benefited from 

this instability when they promoted themselves as a group of people willing to 

disassociate themselves from “money- politics.”  

 

The 1997 Constitution 
 

Instead of making Thai politics more stable, the 1997 Constitution had the 

opposite effect—it delegitimized the political orders. The constitution shifted the 

political landscape of Thailand and helped big business dominated the political scene, 

allowing Thaksin and his cronies to establish a party with the largest budget in Thai 

history. 

“Money-politics” was criticized by both political conservatives and those who 

wanted political reform in Thailand. As a result, conservative academics called for a 

new draft of the constitution in the early 90s, which attempted to decrease political 

corruption and create the conditions for a more stable government. Also, the 

conservative academicians wanted people to have a greater voice in the political 

process by being a part of the constitution-drafters. The 1997 Constitution was 

supposed to put a stop to vicious cycles of vote-buying and pork-barreling, and to 

promote more accountable legislative and executive branches. However, this was not 

the effect it had.  
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The attempt to bring in senators, party-list MPs, and local MPs failed as many 

reelections for both parliament and senate seats frustrated voters. As Michael 

Connors, a leading scholar on Thai politics, believes, the 1997 Constitution was “a 

tentative victory for liberalism … among the Thai elite.”23 This constitution was 

significant because it was the first constitution in Thailand to be drafted by the 

people—the drafting body consisted of representatives from 76 provinces in 

Thailand.24  

The 1997 Constitution was written to include checks and balances that would 

prevent political corruption.  The constitution separated the parliament into three 

groups: 200 elected senators forbidden from having any affiliation with political 

parties, 100 party-list MPs (intended to increase the number of MPs who were well-

educated and corruption-free), and 400 elected MPs who represented all 

constituencies in Thailand.   

Key reforms in the Constitution consisted of 1) the creation of the Election 

Commission (EC) to oversee voting flaws; such as vote buying; 2) the establishment 

of new independent bodies such as the National Counter Corruption Commission 

(NCCC), a Constitutional Court, and a National Human Rights commission; 3) the 

implementation of additional limitations making it more difficult for legislators to 

change parties; and 4) the direct election of the Senate body. These reforms were 

made to encourage a more ethical and stable democracy in Thailand.25 However, the 

effects of the reform were not as the drafters expected.   

                                      
23 McCargo 2002: 113. 
24 Ibid., 113. 
25 Ibid., 113. 
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An unintended effect of the 1997 Constitution was that it allowed big 

business-based parties to increase their participation in elections, as the Constitution 

changed the electoral system by “reducing the fragmentation of political parties and 

the instabilities of the coalition.”26 The 1997 Constitution put a greater emphasis on 

urban areas, allowing big business greater roles in the political arena.  After the 1997 

Constitution, MPs could be elected on a party list, and these MPs were required to 

have earned at least a college degree. Generally, businesspeople were more likely 

than “local influences” or “local godfathers” to be college-educated. (Previous MPs 

had been mostly local influence or members of the mafia.) As a result, more business 

groups entered politics. 27 This factor contributed to the rise of Thaksin and his party. 

The rise of business group in politics influenced how Thaksin and his cronies came 

into power and made use of their positions to benefit from government policies. This 

claim will be further justified in the motivation chapter. The case of Thaksin 

Shinawatra, a businessman turned politician who took advantage of the Constitution, 

underscores this point as his family’s businesses managed to increase their value even 

more in just a few years.28 

 

1997 East Asian financial crisis 
 

The 1997 East Asian financial crisis is also integral to understanding how 

Thaksin and his party were able to rise to power. The crisis caused many big business 

                                      
26 Phongpaichit and Baker 2009: 97,  Phongpaichit 2004: 2, 7. 
27 Phongpaichit 2004: 2. 
28 Phongpaichit and Baker 2009: 205. 
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families to enter politics to protect their interests.29 These big business families joined 

the TRT in 1998 when the party was first established. That year coincided with the 

East Asian Financial Crisis or “Tom Yum Goong,” which hit Thailand and other East 

Asian countries such as Indonesia and South Korea. The situation in Thailand ignited 

the crisis due to massive speculation regarding the Thai baht, which resulted in over-

selling of country’s currency by both domestic and foreign investors. The New 

Aspiration party under Prime Minister Chavalit Yongchaiyudh, the head of the 

government at the time, refused to devalue the Thai Baht; this in turn led directly to 

the East Asian financial crisis in 1997.  

The 1997 East Asian financial crisis not only destroyed the economy and 

many businesses, but it also devastated the image of the Democrat Party. This fact is 

also crucial to an understanding of the TRT's victory in 2001. The Democrat Party 

came back into the power in December 1998 through reshuffles of parties after 

Chavalit’s Aspiration Party failed to solve the financial crisis. From 1998 to 2000, the 

Democrat Party strictly complied with the IMF program of crisis management 

implemented during the Chavalit period. Thai citizens were dissatisfied with the IMF 

intervention and frustrated by the Democrat Party's failure to resolve the nation's 

financial problems quickly and effectively. During this period, the Democrat Party 

(under Chuan Leekpai, one of the best-known clean-handed politicians, and his 

Finance Minister, Dharin Nimmanhemin) utilized a policy that emphasized the 

market system. The reason for implementing such a policy was that they saw the 

market system as the most important factor for the operation of the economy to fix 

                                      
29 Phongpaichit and Baker 2009: 69-79; Phongpaichit and Baker 2003: 2-6,22. 
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the financial sector. The government also worked to curb the crisis by resolving the 

problem of Non-Performing Loans30 (NPL) — attempting to reduce the number of 

NPLs. These measures, however, did not actually help the economy recover and 

instead drove it further into bankruptcy; privately-owned firms were especially 

affected. The party’s compliance with the IMF, which was seen as a disaster in the 

eyes of Thais, dissuaded people from supporting the party. Many people felt that the 

IMF program was ill-suited to the Thai economy and that it damaged Thai business. 

The Democrat Party, however, strongly defended their position and continued to 

implement IMF measures. People also blamed the Democratic Party for the 

bankruptcy of their privately-owned businesses and firms.31 Clearly the Thai people 

were demanding support and answers that the Democrat Party could not give them. 

This created a situation propitious to the rise of Thaksin and the TRT.  

During the financial crisis, many big business families and their enterprises 

suffered losses. As a result, these families looked to the political arena to address 

their interests. Thaksin and his close allies, such as Adisai Photaramik, the owner of 

Jasmine Group (one of the four biggest telecommunication companies), and Suriya 

Jungrungruangkit, the owner of the Summit Group (the largest auto parts company in 

Thailand), took advantage of the situation and joined Thaksin in creating a new party 

that was composed primarily of big business families. This party was called Thai Rak 

Thai (TRT), or Thai Loves Thai (see below). Prior to 1997, most business families 

donated money to political parties and stayed behind the scenes. But after the 

financial crisis, big business families saw that they could benefit from a more active 

                                      
30 NPL or Non- performing Loan is a default loan. 
31 Laothamatas 2007: 106-7. 
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role in politics and the formation of policies. Their objectives were to use political 

power in order to rid the country of the IMF, to stop foreign firms and investments 

from taking over local businesses, and more generally to direct economic growth their 

way.32  Thaksin's party represented the rise of businesspeople as politicians. 

 

Thaksin Shinawatra 
 

This section provides more information on Thaksin's own personal history, as 

he is the central figure and a main focus of this thesis. Historically, he is significant in 

that he was the first prime minister in Thailand to implement policies appealing to the 

rural masses. Thaksin often portrayed himself as someone who had risen from 

poverty to billionaire status. He used this image to convince the poor that he was 

someone who understood them, because he was once been just like them. It is vital to 

be familiar with Thaksin’s life in order to understand the motivations behind his 

implementation of pro-poor policies. 

 Thaksin was born in 1949 to a well-off Thai-Chinese family in Chiang Mai. 

He first pursued a career in the national police and later received a scholarship to 

complete his PhD in criminal justice at Sam Houston State University in 1979.33 

Because his wife’s father was a top police official, Thaksin managed to get a 

concession to sell computers to the Royal Thai Police department.34 Later, he left the 

police force and established his own business in 1987 dealing with mobile phones, 

telephone directories, and satellite. This business made him a successful entrepreneur 

                                      
32 Phongpaichit and Baker 2003: 2. 
33 McCargo 2002: 115. 
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in Thailand, especially during the boom period from 1986 to 1997. Thaksin’s 

business flourished as he received concessions and licenses to sell his products to the 

government. 

 In 1994, Thaksin entered politics, realizing that he needed political 

connections to compete against his top competitors.  He joined Chamlong Srimuang’s 

Palang Dharma Party.35 During that period, Thaksin served as the foreign minister in 

the first Chuan Leekpai’s government from 1994 to 1995. With the retirement of 

Chamlong Srimuang, Thaksin took over as leader of the party. However, in the 1996 

general election, his party lost many seats, so Thaksin and his party joined the 

Chavalit government, which at the time needed to bolster its image due to the 

financial crisis. Chavalit’s attempt to hold on to power was short-lived, and through 

re-shuffling of political parties to form the government, the Democrat Party became 

the new party in power. During this period, Thaksin left the Palang Dharma party and 

set up his own political party, TRT in 1998. 

 Thaksin became the Prime Minister of Thailand in 2001, after he and his TRT 

party won by a landslide, with approximately 12 million votes, or around 40 percent 

of total votes. Thaksin was famous for his populist platform, which aimed to attract 

the votes from the poor. He put forward the slogan “Think New. Act New,” 

presenting himself as a new breed of politician who truly wanted to give back to a 

nation struggling from financial crisis. 

 In 2001, however, Thaksin was faced with allegations that he intentionally 

concealed assets. In 2000, the NCCC voted 8:1 in favor of punishing Thaksin, as they 

                                                                                                            
34 McCargo 2002: 115. 
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saw that allegations that Thaksin was hoarding his assets (and had distributed them to 

his housekeeper, driver, and gardener’s bank accounts) were true. Nevertheless the 

case was never brought to trial. Once Thaksin became Prime Minister, great pressure 

was put on the Constitutional Court to decide whether Thaksin was guilty of this 

crime or not.  If convicted, Thaksin would not be allowed to hold the position of 

Prime Minister and would have to stay out of politics for five years.36 Thaksin's 

rushed implementation of populist policies was intended to pressure the 

Constitutional Court into exonerating him. He believed the Court would be inclined 

to let him go out of fear of mass protest, as Thaksin had garnered much public 

support. The verdict was 8:7 in favor of not guilty.37 

 After another landslide victory in 2005, with more than 42 percent of total 

votes, Thaksin’s regime began to falter.38 The decision to sell his company, Shin 

Corporation, in January 2006, sparked one of the biggest demonstrations in Thailand 

for over thirty years.39 The Shinawatra family sold 49.61 percent of its share to 

Temasek Holdings, a Singapore government investment company, for 73.3 billion 

Baht (US $ 1.7 billion).40 The demonstrations began because the family paid no tax 

on this sale and days before the transaction was made, the Telecommunication Law 

                                                                                                            
35 He was the leader of the protest in May 1992 against General Suchinda when he took up the premier 
post. 
36 Phongsudhirak 2009: 33. 
37 Noted that the 8 judges who issued a not guilty verdict, four claimed that the court did not have 
jurisdiction, while the other four claimed that Thaksin did not know about the concealment of his 
assets. However, if this trial were to be held in 2006, the result would be 15:0 in favor of guilty. Ibid., 
33. 
38 Thailand’s total eligible voters were around 45 million people. Inside Thailand. “Qualifications of 
voters and candidates contesting in general elections.” 
<http://thailand.prd.go.th/view_inside.php?id=2788>. 
39 Phongpaichit and Baker 2009: 260. 
40 Ibid., 261. 



26 

 

was changed to extend foreign ownership from 25 to 49 percent.41 The sale of 

Thaksin’s company to foreign investors galvanized many people into action who 

were already skeptical of Thaksin's ethics.  This led to the decision to hold new 

elections in 2006, but a military coup ousted Thaksin before this could happen.  

 Since the coup, Thailand has been divided into two groups: the Red and the 

Yellow. The Red, comprised mostly of rural masses, is pro-Thaksin, while the 

Yellow, consisting primarily of the middle-classes and technocrats, is anti-Thaksin. 

The divide continues today, and the conflict does not seem to be letting up. On 

February 26, 2010, the Constitutional Court decided to seize 46 billion Baht (US$ 1.3 

billion) from Thaksin as a punishment for his failure to pay taxes to the country. This 

court decision further fueled the rift in Thailand, sparking a new wave of protests and 

demonstrations from the Red which culminated in the most recent bloody clash in 

which both soldiers and civilians died in April 2010. 

 

Thai Rak Thai (TRT) 
   

The TRT party was established in 1998 by Thaksin Shinawatra and 23 other 

members.42 Of the 23 founding members, five were former Palang Dhama members, 

two were property developers, and the rest were academics, officials, and retired 

officials.43 TRT attracted more big business families into its party after its first couple 

of years in existence. These families included the Chiaravanond family, owner of the 

                                      
41Refer to Thaksin (p. 260- 266) to read more about the sale of Shin Corp to Temasek Holdings. Ibid., 
261.  
42 Phongpaichit and Baker 2009: 64. 
43 Ibid., 64-65. 
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biggest agricultural and one of the biggest telecommunication companies in Thailand, 

the Asvabhokin family, who are housing developers, and many other. The main 

agenda of TRT in 1998 was to maintain the competitiveness of the Thai economy in a 

globalized world. This rhetoric attracted many business families that survived the 

1997 financial crisis, as these people wanted to be part of the political process and 

have control of the state. The TRT's slogan, “Think New. Act New,” represented both 

the promise of change and a sense of nationalism. Policy platforms that TRT 

proposed to implement in 2001 (if they were to be elected) included populist 

programs such as universal health care coverage, the agrarian debt moratorium 

program, the Village Fund scheme, and the OTOP program. These policy platforms 

appealed significantly to rural voters, who are the majority in Thailand. The TRT thus 

distinguished itself from all other parties in Thai history, as none had ever 

implemented such policies. 

 

Thaksinomics 

 Thaksinomics preached two principal economic policies: people-centered 

politics (populist policies) and the Dual-Track Economic Development Strategy.44 To 

understand how pro-poor policies operated at the national level, it is vital to 

understand the bigger picture of the economic policy Thaksin and the TRT 

implemented.  

  Within Thaksinomics, the Dual-Track Development Strategy can be further 

divided into two main categories: outward orientation and grassroots development. 
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The outward orientation was aimed at creating stability in banking by having a Thai 

Asset Management Corporation (TAMC) manages the assets (bad loans from state-

owned banks or private asset management companies). This component of the Dual-

Track Development Strategy was intended to win over the rich because it would help 

them with risk management, import and export. The grassroots development focused 

on rural people by implementing policies, such as the agrarian debt moratorium, the 

Village Fund program, the People’s Bank, SMEs, OTOP, and the 30-Baht Health 

Care scheme. Thaksinomics also worked to stimulate the economy by changing the 

ratio of spending (marginal propensity to consume), given that the poor’s spending is 

higher than the rich. By stimulating spending on a grassroots level, the government 

was able to create multiplier effects for GNP.  

 

How Thaksin Was Elected  
 

In 2001, Thaksin and the TRT received as many as 40.6 percent of total votes, 

or 12 million votes of total voters turnout, in 2001 and approximately 60.17 percent 

of total voter turnout, or 19 million votes, in 200545. Thaksin's victory was due not 

only to his pro-poor policy programs, but also to the tarnished reputation of the 

Democrat Party after the 1997 East Asian financial crisis. One of Thaksin’s tactics 

was to diminish local influence, including that of the godfather, in rural areas. The 

TRT also worked to absorb smaller political parties, factions, and cliques. Thaksin 

also succeeded in portraying himself as a poor man who had risen from poverty to 

                                                                                                            
44 Thanapornpan  2004. 
45Croissant and Dosch 2003: 157; Laothamatas 2007: 91. 
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financial success. This thesis shows that Thaksin promoted poverty eradication 

primarily as a tactic to receive votes from the poor. Despite the improvement of the 

economy after the 1997 East Asian Financial Crisis, many poor people remained 

unemployed. Thus, by promising to implement policies that allowed the poor to 

increase their income and increase employment opportunities, Thaksin was able to 

convince many poor to vote for the TRT. During the campaigning period, Thaksin 

heavily propagandized his policy programs, which included the agrarian debt 

moratorium program46, the 30-Baht Health Care scheme, the Village Fund program, 

and the OTOP program. These policies were implemented soon after his party 

received overwhelming support from Thais of all economic statuses, especially those 

from rural areas. “Nothing will stand in my way,” Thaksin declared, “I am 

determined to devote myself to politics in order to lead the Thai people out of 

poverty...”47 He professed this goal of eradicating poverty again in 2003, when he 

announced that he would stamp out poverty within six years.48  Major leading 

newspapers in Thailand such as Matichon and Krungtep Thurakit pointed out that 

Thaksin’s policies were crucial in accruing the overwhelming support from Thai 

electorates.49 

The importance of Thaksin's attempt to portray himself as someone who came 

from a rural background cannot be overstated. In a 2000 campaign leaflet, Thaksin 

wrote:  

                                      
46 The program that allowed people in rural areas to be exempted from debt for three years 
47 Phongpaichit and Baker 2009: 80. 
48 McCargo and Pathmanand 2005: 92. 
49 Ibid., 89. 
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“Brothers and sisters, as someone born in countryside, I'd like farmers 
to have a life that can be self-reliant, without debt, and with enough 
money to educate their children. I'd like them to get medical care when 
they are sick, sell their produce at a price which is not exploitative, 
and have supplementary work if they are seasonally unemployed... 
enabling all levels from the grassroots upwards to be able to compete 
on a world scale with pride…”50 

 

The TRT’s understanding of the nature of Thai voters was also crucial to their 

success. Most rural voters in Thailand do not elect candidates based on their overall 

agendas; they are much more persuaded by policies that directly affect themselves 

and their families. The manipulation of voters through this tendency is known as 

clientelism.51 The TRT successfully converted Thai electorates into clients. This is 

manifest in the party's decision before the 2005 election to come up with new policy 

platforms such as the Small, Medium, and Large (SML)52, which would distribute 

money directly to independent villages. The program was highly popular and 

attracted many voters. 

Not only did Thaksin and his party understood the mentality the rural poor in 

Thailand, they also percieved that in order to win, populist policies alone would not 

be sufficient. They would have to reduce the role of the “local influence” in rural 

areas in order to bolster their power. Prior to the TRT, local “godfathers” in rural 

areas were vital to political parties, as parties relied heavily on these patron-client 

                                      
50 McCargo and Pathmanand 2005: 85. 
51 Clientelism occurs mostly in developing countries. Clientelism is the system of patron-client 
relationships, in which rich patron promises to give benefits to client (the poor) such as job and 
infrastructure in exchange for votes. Kermath 2005. 
52 Small, Medium, and Large (SML) is one of Thaksin’s populist programs in 2005. This program 
gave out money to villages, which were categorized into small, medium, and large size. Different sizes 
of villages received different amount of money. This money was to be utilized for the development 
(i.e. infrastructure purposes) in each village.  
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relationships. Local godfathers had long been the source of vote-control in rural 

areas, especially in the North and Northeast, where people were mostly uneducated. 

Ties to local godfathers were often the determining factor in elections, as political 

parties were essentially cliques of local godfathers. However, this meant that political 

parties were unstable. As Phongpaichit and Baker point out, “…the government was 

often responsive to local pressures.”53 Thaksin and his party realized this problem 

and aimed to replace local clientelism “with a directed universalized relationship 

between citizen and state.”54   

Thaksin, as a former politician in the Palang Dharma Party, recognized the 

flaws in clientelism and worked to change the structure of the party. The 1997 

Constitution made this possible because it allowed each party to create a party list (as 

previously explained)55, which created a clear distinction between the executive body 

and the legislative body. This meant that the cabinet consisted mainly of party list 

MPs, while before only MPs were allowed to take up posts in the cabinet. When local 

godfathers were elected to the Parliament, they worked selfishly to direct funds 

towards projects that would benefit their constituents; such as the construction of new 

roads, schools, hospitals, and agricultural assistant programs in their areas.  

Under Thaksin’s rule, however, the TRT was the principal distributor of 

funds—as seen in the Village Fund program, Debt Moratorium, the 30-Baht Health 

Care scheme, and the OTOP program. By distributing money directly to local 

constituents, the TRT was able to break with the traditional reliance on local 

                                      
53 Phongpaichit and Baker 2009: 188. 
54 Ibid., 196. 
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godfathers and capture votes independently. The TRT also spared itself from dealing 

with local cliques and factions, as these groups were not as powerful as they had been 

before the 1997 Constitution. Thaksin spoke of this change when he addressed his 

party at a rally in Pattaya in 2003:  

“…the party works for the people and so they trust the party. 
Individuals are not a big matter…I tell politicians used to the old 
system, today the people have changed…Influence no longer exists.”56 
 

However, the situation is not so simple. While the TRT eliminated reliance on local 

godfathers for voter support, they did so in part by incorporating these godfathers into 

the TRT—thus bringing the godfathers’ votes with them. The TRT paid people of 

prominence and godfathers to join the party and recruited politicians through a 

pyramid model. The Nations, a prominent English newspaper in Thailand, reported 

that the TRT paid each MP 50,000 to 200,000 Baht per month (US$1,515 to $6,061) 

as allowances, and a bonus of 800,000 Baht ($24,243) for New Year and Songkran, 

Thai’s traditional New Year.57 The TRT paid these politicians in order to increase the 

party's sway in Parliament and make it easier for Thaksin and his cronies to pass laws 

they would benefit from.  

Populism 
 

Since Thaksin’s populist policies are the main focus of this thesis, this section 

will describe what populism means in the context of Thai politics. Populism was not a 

                                                                                                            
55 Party list is a list that each political party has by listing the most important person of the party as 
number one. The list has 100 persons in total. Number of politicians in Party List that will be eligible 
to enter the parliament depends on number of votes the party receives nationwide.  
56 Phongpaichit and Baker 2009: 189. 
57 Ibid., 192. 
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common word in Thailand prior to Thaksin’s premiership. In fact, even Thaksin did 

not think of himself as a populist. Thaksin saw the policies that he implemented as 

those that catered to citizen’s needs and wants (this issue will be further discussed in 

Chapter 2). 

Despite his claim, Thaksin was deemed as a populist for six reasons, 

according to Anek Laothamtas, a prominent political scientist and a politician. Firstly, 

Thaksin portrayed himself as a strong man independent of his party—and was the 

first Prime Minister to become very popular among the mass.  Secondly, Thaksin 

employed pro-poor policies to increase his popularity. Instead of relying on the 

patron-client relationship, as prime ministers had done in the past, Thaksin used 

policies and programs to connect to the people. Thirdly, Thaksin used grassroots 

strategies to communicate his policies.  Fourthly, Thaksin emphasized direct 

relationship with the people, opposing NGOs as organizations that bridged the 

relationship between the government and the poor. Fifthly, the TRT’s motto and 

political agenda emphasized the importance of mass support. Thaksin often stated, “I 

got 12 million votes,” “I got 19 million votes,” Lastly, Thaksinomics was not a 

system that only implemented policies for the poor, it also implemented policies for 

other levels in the society. Through Dual-Track policy, Thaksin emphasized the 

domestic market. He stimulated spending from people at the grassroots level and at 

the same time accelerated the process for Free Trade Area. Moreover, Thaksin 

utilized a large amount of money in the budget to help the poor under the poverty line 

and the lowest level of middle income through policies such as SML and Small 

Medium Enterprises (SMEs). 
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The background information this Chapter has provided on the political 

situation, the 1997 Constitution, the 1997 East Asian financial crisis, Thaksin 

Shinawatra, TRT, Thaksinomics, the election of Thaksin, and populism. It was 

intended to provide a better understanding of the causes and consequences of 

Thaksin’s populist policies. This chapter has also provided information that equips 

the reader with the ability to analyze and evaluate Thaksin’s populist policies in the 

next Chapter.  
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Chapter Two 

Pro-Poor Policies: 

The 30 Baht Health Care scheme, the Village Fund program, and the One Tambon One Product scheme 

Introduction 
 

Prior to becoming the 23rd Prime Minister of Thailand in 2001, Thaksin 

Shinawatra heavily promoted his policy campaign by stating that by 2004 all poor 

people in Thailand would disappear.58 In order to achieve this goal, Thaksin 

implemented the "Think New. Act New” political agenda to bring about three 

stimulus plans for the poor. These three stimulus channels were meant to reduce 

people's expenses, increase income, and allow for more access to credit and 

opportunities.59 Thaksin claimed that his policy programs were effective and able to 

reduce the number of poor people to 7 million in 2006.60 The government spent 

approximately 890,000 million Baht ($2.6 trillion) on these populist policies.61 

Thaksin’s rural stimulus programs brought him support from the majority of the 

Thais, as he was the first Prime Minister to implement policies that focused on the 

                                      
58 “5 Pee Sek Khonjon 2.6 Kruaruen Modpai Jak PratedThai?” Prachachart Turakit. 10 June 2004 
No.3591 
59 Phongpaichit and Baker 2009: 108. 
60Thaksin Shinawatra. “A Conversation with Thaksin Shinawatra, Prime Minister of Thailand [Rush 
Transcript; Federal News Service, Inc.] Council of Foreign Relations.” Council on Foreign Relations. 
<http://www.cfr.org/publication/11482/conversation_with_thaksin_shinawatra_prime_minister_of_tha
iland_rush_transcript_federal_news_service_inc.html>. 
61 Laothamatas 2007: 135. 
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welfare of the poor, unlike past governments that only focused on macro and 

international economic policies.  

Thaksin implemented many policy programs catered towards the poor, such as 

the debt moratorium program, the 30-Baht Health Care scheme, the Village Fund 

program, the One Tambon One Product program (OTOP), the People's Bank, etc. 

This chapter will focus on three of the policy programs: the 30-Baht Health Care 

scheme, the Village Fund program, and the One Tambon One Product program 

(OTOP).These policy programs represented the three main stimulus channels that 

Thaksin claimed would allow the poor to escape their difficult conditions.  

The first policy that will be examined is the 30-Baht Health Care scheme. 

This policy was implemented to reduce people's medical expenses, specifically the 

poor as they have had the greatest burden to pay for medical services. The second 

policy is the Village Fund program, which as Thaksin claimed, helped the poor to 

have more access to credit. Lastly, the One Tambon One Product (OTOP) program, 

which the government implemented to increase income for the impoverished, will be 

discussed. Descriptions of each program will be provided, along with the positive and 

negative impacts of each respective program. At the end of the chapter, comparisons 

of each program will be provided. Evaluation of these three policies will reveal 

whether or not Thaksin's policies, in the span of his premiership (2001-2006) had 

actually benefited the poor, especially those below the poverty line.  
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The 30- Baht Health Care Scheme 
 

Description 

The Universal Health Insurance scheme, also known colloquially as the 30-

Baht Health Care, was one of the main policy programs that the Thaksin 

administration implemented between 2001 and 2006. The scheme promised to give 

all Thais, especially the impoverished, access to low-cost health services, making it 

the Thaksin government’s first policy initiative that focused primarily on the poor. 

Under this scheme, eligible persons only had to pay 30 Baht (approximately 92 US 

cents) for each hospital visit. The 30-Baht Health Care scheme had a significant 

impact on patients, both positive and negative. This chapter will examine the effects 

of the scheme and the reasons for its enactment. In brief, the 30-Baht Health Care 

scheme helped impoverished people gain access to health services, in both hospitals 

and clinics. It also helped many people save significant sums on medical expenses, 

with total savings of around 10,634 million Baht (US $265.85 million). The 30-Baht 

Health Care scheme was plagued by problems, however, many of which resulted 

from an inadequate budget and an insufficient supply of medical resources to meet 

the increased demand for health services. As a result, the 30-Baht scheme failed to 

provide high quality treatment and lacked sufficient numbers of doctors and health 

personnel to adequately cater for the increased demand for health services. 

Additionally, the scheme created a moral hazard problem whereby people, after 

gaining coverage under the program, became apathetic to health risks and paid less 
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attention to their health, because they believed they could receive treatments with a 

nominal fee of 30 Baht. 

The Thaksin government added the 30-Baht Health Care scheme to two 

already existing health insurance programs:  the Civil Servant [and public enterprise 

workers’] Medical Benefit Schemes (CSMBS), and the Social Security Scheme 

(SSS). The CSMBS covered seven million government officials and state enterprise 

employees, along with their dependents. The Social Security Scheme (SSS) covered 

10 million private non- agricultural sector employees.62 The 30-Baht Health Care 

scheme itself was a combination of two former government-sponsored insurance 

programs: the Health Card Scheme and the Health Welfare for the Poor and the 

Disadvantaged Scheme (HWPDS).63 Together these programs covered the 47.5 

million Thai citizens (75% of the population) who were not included in the other two 

programs.64  

In Thailand, inequality between the rich and the poor in terms of access to 

health insurance has always been a major problem. For the past 50 years, it has been a 

common practice for the poor to spend a large portion of their salary/wage on medical 

treatment. Prior to the implementation of the 30-Baht Health Care scheme, 

discussions about health care reform had been limited to a closed circle of 

academicians and policy-makers. Two views on how to improve and expand health 

care services emerged from academicians in various discussions prior to 2001: one 

group supported the idea of a health care program that would cover all Thai citizens, 

                                      
62 The CSMBS was introduced in 1980 and the SSS in 1974. Thailand Development Research Institute 
2008: 5. 
63 Na Ranong and Na Ranong 2006: 3. 
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while the other suggested that it was unnecessary due to the existence of the Low 

Income Care (LICs) scheme (a program in public hospitals that provided free medical 

health care for people with hardship).65 LICs provided a free health care to a person 

who earned less than 2,000 Baht ($60.6) per month or a family with an income less 

than 2,800 Baht ($84.85) per month.66 Despite the fact that the LICs already provided 

those with income less than 2,800 Baht ($84.85), the TRT government claimed that 

LICs did not always ensure access to healthcare for the poor, given that many people 

reportedly felt uncomfortable when they visited hospitals. As a result, TRT proposed 

the 30-Baht Health Care scheme to ensure that all people—rich or poor—would 

equally receive treatments, regardless of their illnesses.67 

The government and academicians recognized that equal access to health care 

services was a vital factor to improve the lives of all Thais. In 1997 Dr. Sanguan 

Nitayarumphong, a prominent figure in health planning, and his team from the 

Ministry of Public Health, recognized this important fact and drafted a national health 

security bill.68 This bill was in alignment with the 1997 Constitution, chapter 52, 

which stated, “all people are eligible to receive equal health care services of equal 

quality and those living under the poverty line (extremely poor) are eligible to receive 

treatments from hospitals and clinics without any fees…”69 Once Dr. Sanguan 

proposed this bill, many academicians and NGO groups showed their support of his 

idea to expand healthcare coverage to all Thais. Eleven NGO groups, including the 

                                                                                                            
64Laothamatas 2007:135. 
65 Pannarunothai, Patmasiriwat, and Srithamrongsawat 2004: 21. 
66 Since 1975, all poor people were eligible for a free health care insurance through the Health Welfare 
for the Poor and the Disadvantaged Scheme (HWPDS), which provided LICs to the poor. NaRanong 
and NaRanong 2006: 3. 
67 Ibid., 3-4. 
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Foundation for Consumers, embraced Dr. Sanguan’s idea and started to educate 

people on the issue. The Foundation for Consumers also handed out a booklet that 

presented deficiencies in the current health care systems, including fifteen case 

studies.70A new draft of the national health security bill was then written by Dr. 

Sanguan and his team, and 50,000 signatures were collected for the government to 

consider and ratify the bill.71 While the public was anticipating the bill to pass 

through the parliamentary-voting stage, TRT announced in 2001 that they would 

create the 30-Baht Health Care scheme. Dr. Surapong Seubwonglee, a doctor-turned-

politician who had an important role in TRT, then brought in Dr. Sanguan, along with 

other NGOs that embraced Dr.Sanguan’s proposal, in order to discuss proposal for 

universal health care. Some parts of Dr. Sanguan’s new draft of the national health 

security bill were incorporated into TRT’s own national health security bill (30-Baht 

Health Care scheme).72 TRT then proposed its own national health security bill to the 

Parliament and the bill was approved in 2002. The motivation behind the enactment 

of the bill will be discussed in Chapter Three. 

Positive Impacts 
 

The 30-Baht Health Care scheme received overwhelming support from Thais, 

especially from the poor, who stood to gain the most from the program. By 2002, as a 

result of the scheme, Thailand had achieved universal health insurance coverage for 

                                                                                                            
68 Nitayarumphone 2006: 13. 
69 Jariyalerdsak 2002: 3. 
70 Consumers International 2005: 32–33. 
71 In order to have the parliament considered the bill proposed by people, 50,000 signatures must be 
present 
72 Nitayarumphone 2006: 13 (details for this paragraph) 
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its entire population.73 The increased health insurance coverage contributed to a sharp 

rise in the utilization of health services. In 2001, some 29.7 million Thais utilized 

primary care units. By 2003, outpatients for primary care units numbered 43.7 

million, and by 2004 this figure rose to 63.8 million. The number of outpatients using 

district hospitals also doubled, from 19 million in 2001 to 36.7 million in 2003 and to 

46.2 million in 2004.74  

In accordance with the program’s stated goal of making health services more 

accessible to the poor, the scheme alleviated the burden of medical expenses through 

the 30-Baht payment system. Children under 12 and senior citizens over 60, as well 

as the very poor and volunteer health workers, were exempt from paying the 30 Baht 

fee.75 It is thus no surprise that the number of people utilizing health care services 

increased rapidly, especially among children and senior citizens. These two groups 

benefited the most from the scheme and were among its heaviest users.76 The 30-Baht 

Health Care scheme enabled the poorer citizens of Thailand to save 10,634 million 

Baht ($265.85 million) annually.77 In 2002, household health expenditures went 

down 319 Baht ($9.70) per month (a reduction of around 44 percent compared to 

2001, the year prior to the implementation, or 3,828 Baht per year). Additionally, in 

2006, the household health expenditure was further reduced by 345 Baht ($10.50) per 

month (a decrease of by 48 percent, or 4,140 Baht per year) compared to the period 

prior to the implementation of the 30-Baht scheme. These data clearly demonstrate 

                                      
73 Tangcharoensathien et al. 2007: 9. 
74 Ibid., 16. 
75 Cronini-Cronberg et al. 2007:1.  
76 Thailand Development Research Institute 2008: 37,109.  
77 Laothamatas 2007: 135. 
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that the 30-Baht Health Care scheme had a direct effect on the reduction of household 

health expenditures, which also translated to a reduction in household spending.78  

The report by Thailand Development Research Institute (TDRI) found that the 

30-Baht Health Care scheme was the most beneficial in reducing household health 

expenditures when at least one person in the household already had some kind of 

government-sponsored health insurance (as compared to families who never had any 

health insurance before). Those without any insurance prior to 2002 had a reduction 

of 293 Baht per month ($8.90) of the household health expenditure, while those with 

some insurance before spent 372 Baht less per month ($11.30). This finding conveys 

that the program was not working well for the poor, since the 30-Baht Health Care 

scheme was intended primarily to help those without any prior health insurance more 

than those with some kinds of health insurance. This finding will be linked back to 

the reason why TRT implemented this policy. 

Despite the difference in prior insurance coverage, the scheme, on average, 

helped each family saved approximately 8,178-9,432 Baht ($248-$286) between 2001 

and 2002.79 In accordance with its goal of poverty alleviation, the scheme managed to 

help reduce the number of people below the poverty line in Thailand by 300,000 (5 

percent of the poor) from the total of 6.1 million in 2006.80 Also, the incidence of 

catastrophic illnesses and impoverishment due to medical bills declined after the 

scheme was implemented. Health expenditure in catastrophic illnesses and 

impoverishment decreased from 5.4 percent in 2002 prior to the 30-Baht scheme, to 

                                      
78 TDRI 2008: 78. 
79 Thailand Development Research Institute 2008: 1. 
80 Laothamatas 2007: 136. 
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3.3-2.8 percent in 2004, after the scheme's implementation.81 According to the 

national representative household survey, poverty headcounts also decreased due to 

reduction of out-of-pocket payments from 2.1 percent to 0.8-0.5 percent after the 

implementation of the scheme.82  

According to NSO, the overall satisfaction of the program was as high as 

66.50 percent in 2006, with the highest percentage of satisfaction in the North (73.5 

percent) and the Northeast (78.9 percent), while the south showed a much lower level 

of satisfaction, at 39.4 percent.83 However, when asking people about the quality of 

the scheme, 49 percent of respondents stated that the quality of the scheme was not 

evenly distributed, and of this 49 percent, 55 percent of respondents were from the 

Southern region.84    

The government’s decision to use general tax revenue to fund the 30- Baht 

Health Care scheme was heavily influenced by the state of employment of the 

scheme’s intended beneficiaries, the previously uninsured.85 Because most people 

who participated in the 30-Baht Health Care scheme worked in the agricultural 

sector, they had a seasonally-based income and lacked regular cash income from 

which previous payments could be deducted (as was the case with the contributing 

scheme for civil servants and non-agricultural employees). By utilizing general tax 

revenue to cover the costs, the program acted as an income redistribution scheme in 

which the rich effectively subsidized the poor. The rich contributed to general tax 

                                      
81 Tangcharoensathien et al. 2007: 17. 
82 24,747 households for pre-30-Baht scheme, compared with 34,785 household and in 2004, 34,843 
households as post-30-Baht scheme phrase. Tangcharoensathien et al. 2007: 17. 
83 NSO 2006: 7. 
84 Ibid., 19. 
85 Tangcharoensathien et al. 2007: 17-18. 
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revenue, but generally opted to pay out of pocket or use private insurance rather than 

paying for health services under the 30- Baht program. The government allocated 

funds to each participating hospital on an equal per capita basis. For example, the 

budget was allocated to hospitals according to number of population who signed up at 

hospitals.  

Negative Impacts 
 

The government spent around 80,000 million Baht ($2 billion) per year to 

finance capitation costs.86 Capitation cost is defined as the subsidy associated with 

fee of providing an individual with the health services. The capitation payment to 

each health facility was determined by the health facility’s utilization rate, and the 

projected unit cost of services at different levels of institutional care. Specifically, the 

budget designated for the program was based on the total number of people registered 

at clinics and hospitals, multiplied by the amount of fund the government needed to 

pay to subsidize the health services for each person. Table 6 divides the capitation 

rate into categories that the scheme covered for the Fiscal Years 2001 to 2005.    The 

proposed capitation rates in 2002, 2003, 2004, and 2005 were 1,447 Baht ($36), 1,512 

Baht ($38), 1,670 Baht ($42), and 1,788 Baht ($45), respectively. Due to fiscal 

constraints, however, the government was unable to pay the originally proposed 

capitation rate. The discrepancies between the proposed and available amount were 

significant. The approved figures (actual government payments) were 1,202 Baht 

($30), 1,202 Baht ($30), 1,309 Baht ($33), and 1,396 Baht ($35) in 2002, 2003, 2004, 
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and 2005, respectively (see table 7).87 These discrepancies meant that the total cost of 

the services provided under the program was approximately 27 billion baht, 675 

million Baht greater than the total government subsidy. Due to this inadequate 

subsidy, after the government implemented the 30-Baht Health Care scheme, 

approximately 70 percent of participating hospitals and clinics became unprofitable.88 

Furthermore, prior to the 30-Baht Health Care scheme, hospital revenues 

mostly were collected from user fees, and the capitation costs provided to hospitals 

were not sufficient to replace those revenues hospitals generated previously. Before 

the government implemented the 30-Baht Health Care scheme, approximately 20 to 

50 percent of the hospital revenues originated from user fees, which varied based on 

treatment. The 30-Baht Health Care scheme sharply reduced these user fees to a 

uniform 30 Baht, making up the difference with general tax revenue paid to health 

facilities. As a result, many hospitals and clinics became unprofitable and had to 

close down because they could not afford to pay their employees, doctors, and health 

professionals. 89  Thus, this first negative effect resulted in hospitals’ and clinics’ 

bankruptcy and the referral by hospitals of their patients to other hospitals and clinics 

when they had to provide costly treatments.90 The Ministry of Public Health 

attempted to alleviate discrepancies by injecting money flows into the hospitals in 

Thailand, but it was merely a short- term solution because the government’s budget 

was limited.  

                                      
87 Tangcharoensathien et al. 2007: 13-16. 
88 Ngorsuraches et al. 2006: 66. 
89 Ibid., 66. 
90 Ingram, Simon. “Thailand’s cheap health plan fails to deliver.” BBC news. April 2002. < 
http://news.bbc.co.uk/2/hi/asia-pacific/1918420.stm>.  
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The second negative effect of the scheme, which resulted from an inadequate 

funding, was the introduction of inappropriate treatments and medications. 

Disgruntled with their inadequate budgets, hospitals and clinics responded to the 30-

Baht Health Care scheme by discriminating against their beneficiaries. People under 

the CSMBS scheme were treated more generously because CSMBS patients paid fee-

for-service, and thus the hospitals were fully reimbursed for the cost of the treatment. 

Econometric research conducted by Suphol et al. (2004) indicated the amount of 

money that hospitals spent on medicines for a specific patient depended on the 

patients’ health insurance program. Household medicines such as Paracetamol, an 

over-the-counter medicine used to cure fever, headaches, and minor aches and pains, 

were given out to patients with almost all illnesses, despite their need for more 

suitable and expensive medicines to recover from illnesses such as cancer. A report 

by NSO in 2006 also showed that the problem that was most identified by users of 

30- Baht Health Care scheme was the quality of medicines they received.91 

Inappropriate treatment of 30-Baht Health Care scheme patient is exemplified 

by the case of Boonlop Wongwienma, a 57-year-old farmer suffering from lung 

cancer. At the Chiang Rai regional hospital in 2002, he did not receive the adequate 

treatment for his medical condition that he was entitled to from the scheme. After an 

examination was carried out, he received some pills but not the specialist treatment 

required for his illness. His hospital in Chiang Rai, a province in the Northern region, 

reported that due to its insufficient budget, the hospital was unable to provide 

adequate treatments to patients, and that it even had to take some cost-cutting 
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measures.92 Boonlop’s case highlights the key problem with the 30-Baht Health Care 

scheme–– the failure to improve treatment and provide proper medication for those in 

need. In the end, Boonlop decided to receive treatment from a fee-paying clinic 

because it provided better treatment and medication for his illness.93  

Besides its negative effects on the quality of treatment for its beneficiaries, a 

third problem with the 30-Baht Health Care scheme was an explosion of demand for 

health care that exceeded not just monetary but also health personnel resources. 

Evidence from TDRI’s “Evaluating and Analyzing Impacts of the Universal Health 

Care Coverage” indicates that the program in its first year attracted many more 

patients to hospitals and clinics because preparations in terms of treatments and 

services for the program had been put in place. People utilized more hospital services 

at hospitals because the treatment fee was only 30 Baht. Therefore, even with minor 

injuries, most people would go to hospitals to receive treatment. This case was 

especially true in 2002, there were approximately 20 hospitals amongst thousands in 

Thailand whom had passed the quality control from the government agency that was 

in charge of hospital quality control.94  

Due to the rising number of patients, the 30-Baht Health Care scheme put 

excessive burdens on doctors and other health personnel, who were already in short 

supply. With a surge in demand for health care, doctors and health professionals 

suffered greatly from increased workloads. Accordingly, many doctors left public 

hospitals to work in private sector where they would receive better pay for less work. 

                                      
92 Ingram, Simon. “Thailand’s cheap health plan fails to deliver.” BBC news. April 2002. < 
http://news.bbc.co.uk/2/hi/asia-pacific/1918420.stm>.  
93 Boonlop’s story is taken from Ingram, Simon. “Thailand’s cheap health plan fails to deliver.” BBC 
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Filmer, Hammer, and Pritchett argue that it is often difficult to translate “public 

money and program objectives into real health services of adequate quality.”95 The 

30-Baht program is a case-in-point that without adequate funding allocated to health 

facility and to health professionals, patients receive treatment far below standard. In 

addition, doctors and health professionals who are compensated inadequately have 

reduced incentives to perform to their best ability when treating patients. This was 

certainly the case in Thailand during the implementation of the 30-Baht Health Care 

scheme, particularly with doctors in rural hospitals. Inadequate health services were 

exacerbated as time went on because Thailand could produce only a couple hundred 

doctors every year, which was not sufficient to keep up with demand. The total 

number of doctors in Thailand in 2000 was 16,569.96 The doctor to citizen ratio was 

1:3670, a vastly larger ratio compared to the United States’ which had a ratio of 

1:390.97  For reference, in Malaysia, the doctor to citizen ratio was 1:1,400, which 

was around 2.6 times less than the ratio in Thailand.98 About half of these doctors 

(8,775) practiced medicine solely in Bangkok and the vicinity, while many provinces 

in the North and Northeast regions had significantly lower doctor-to-citizen ratios. 

Following program implementation in 2002, approximately 400-700 doctors moved 

annually from public provincial and community hospitals to private facilities, looking 

for higher compensation and lighter workloads. Much of their discontent stemmed 

                                                                                                            
94 Jariyalerdsak 2002: 20-21 
95 Deon, Filmer, Hammer, and Pritchett 2002: 49. 
96 Inside Thailand. “More Doctors and Nurses to be Produced to Ease Shortage.” 6 January 2009. < 
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98 Ibid. 



49 

 

from budget shortfalls and a 50 percent rise in workload.99 The result of the shift was 

felt most heavily by the poor people in rural areas by this shift because the remaining 

3,000 or so doctors who worked in provincial and community hospitals had to 

provide health care for around 38 million people.100 Therefore, the ratio of doctors to 

patients in rural areas in 2004 was 1:12,667. Clearly, it was impossible for doctors 

and health professionals to maintain their standards under such conditions.  

Besides a lower quality of distributed medicines and an explosion of demand 

for health care, the fourth negative effect was patients become less attentive to their 

health because they knew that they could receive treatment by paying only 30 

Baht.101  The government campaign of “30 Baht Cures All Diseases” misled people to 

believe that they could receive any treatment they needed when they utilized the 

“gold card,” issued by the government for people registered with the 30-Baht 

Scheme. This moral hazard problem led patients to believe that they could receive 

unlimited treatment at low cost, so they tended not to care for their health.  The 

campaign’s propaganda exacerbated neglect of preventive care. In reality, 30 Baht 

guaranteed medical attention, but not necessarily the appropriate treatment, as 

exemplified by the case of Boonlop Wongwienma. From a social welfare point of 

view, the country’s health as a whole was harmed. Moreover, hospitals too were 

subjected to moral hazard. Hospitals failed to diagnose and fully treat patients 

because their administrations knew that they would receive money based on the 

number of patients who utilized services. As a result, patients did not receive 

sufficient or effective treatments from hospitals and clinics. 
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In fact, not only did people care less for their health, they were also 

discouraged from seeking services from clinics and hospitals, especially in rural areas 

because of long lines and poor treatment. Although the 30-Baht Health Care scheme 

helped increase the number of outpatients in its first year of implementation (2001), 

the following years (2002-2006) experienced decreases. The reasons behind this drop 

in the number of outpatients utilizing hospitals’ and clinics’ services included the 

lengthy waiting time before receiving treatment, and the low quality of the treatment 

that people received. 102  Thai citizens lost confidence in the system. Some middle 

class and wealthy people solved these problems by utilizing services from private 

hospitals or clinics, where they could get better quality treatment and where patients 

did not have to wait for a long time to be treated. For poorer citizens, these private 

treatments were unavailable, as it was not part of the 30-Baht Health Care program.     

Although the 30-Baht Health Care scheme was successful in reducing health 

care inequality in Thailand, these positive effects were not evenly distributed 

throughout Thailand:  in some regions the negative effects counteracted the potential 

benefits of the scheme. While the scheme provided some benefits in theory, it was 

nevertheless difficult to carry out, especially in a developing country where there 

were insufficient funds for the government to utilize. The scheme needs to address 

the many problems mentioned above before becoming successful. The problems 

discussed continued to diminish the strength of the scheme under the 30 Baht fee, 

because government fees were higher than the revenue collected from the 30 Baht 
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fee. The 30 Baht fee was cancelled by the interim government when they came to 

power in 2006, and the health care service now costs nothing.  

Despite the cancellation of the scheme, it is vital to look at how the program 

could have been improved in order to develop future policy programs that will help 

improve the poor’s quality of life. Additionally, a higher standard of medical care 

quality should be offered to provide effective treatment to patients in developing 

countries like Thailand. In the recommendation chapter, suggestions on how to 

improve health insurance will be discussed in greater detail.  

 

 

One Million Baht One Village Fund Program  
 

Thailand’s One Million Baht One Village Fund Program, commonly known 

as the Village Fund program, was one of the biggest micro-lending programs 

implemented by the TRT government. The program was initiated soon after TRT 

came to power in 2001. The Village Fund program combined ideas from the Grameen 

Bank, a microfinance organization in Bangladesh, and other microfinance 

programs.103 It distributed one million baht (US $24,000) to each of approximately 

78,000 villages since 2001, or 99.1 percent of all villages across Thailand.104 

Approximately 259 billion Baht (US $8.3 billion) was distributed to these villages by 

the end of May 2005 (number of participating villages varied from year to year).105 

                                      
103 Thanapornpan: 2004. 
104 Some villages did not apply for loans some years but the total number of villages participated in the 
program from 2001 to 2005 were around 78,000 villages. Boonperm, Haughton, and Khandker 2007: 
3. 
105 Boonperm, Haughton, and Khandker 2007: 2. 
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The amount of money spent for the program made it the second largest funded 

program (after the 30-Baht Health Care scheme) among all six stimulated policies to 

help the impoverished.106 The Village Fund program was part of a plan to stimulate 

the economy by increasing people’s income (by giving them access to credit), and 

reducing poor people’s expenses. However, after the implementation of the program, 

household debt increased from 68,405 Baht ($2,072.90) in 2000 to 110,133 Baht 

($3,337.40) in 2004.107 Despite the unintended effect of the program on household 

debt, it continued to operate, even after the ousting of Thaksin. The first part of this 

section will describe the Village Fund program and its implementation. The latter part 

will analyze the impacts of the program on household income, debt, spending, and the 

program’s effect on poverty reduction.  

 
Description 
 

The Village Fund program aimed to provide funds to create credit access for 

people who had difficulty accessing small and low-interest rate loans.108 Each 

targeted village received one million Baht (US $24,000) so that it could implement its 

own revolving fund for the village and community members. The government’s 

objectives in implementing this program were:  1) to create financial resources for 

further investment, income generation, and career development; 2) to foster village 

                                      
106 The six programs include 30-Baht Health Care scheme, the One Million Baht One Village program, 
Debt Moratorium, One Tambon One Product program, People’s Bank, and Small Medium Enterprises 
(SMEs) 
107 Laothamatas 2007: 138. 
108 Chandoevwit and Ashakul 2008: 9. 
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and community capital management skills; and 3) to sustain economic development 

and promote self-reliance.109  

The government borrowed the idea of the Village Fund program from the 

Grameen Bank, a prominent microfinance program in Bangladesh and some other 

microfinance programs.110 As a micro-credit program, the government expected the 

Village Fund program to bring about an increase in income and asset accumulation 

after the implementation of the program. Moreover, the Village Fund program 

decentralized government decisions on rural projects by allowing local communities 

to create projects for themselves. At the same time, it allowed local people to 

participate more in the decision-making process for projects in their communities.  

There were three levels of organization for the administration of the Village 

Fund program:  the Village Fund National Committee, the subcommittee, and the 

Village Fund Committee.  In order to receive the loan of one million Baht, each 

village had to fulfill conditions posted by the Village Fund National Committee. 

These conditions consisted of: 

“-  Readiness, awareness and participation among people in villages and    

communities 
- Readiness of the local village fund committee in terms of knowledge 

and fund management experiences 
- Readiness in monitoring loanholders, assessing capability of the fund 

members 
- Readiness in holistic management capability of the other projects 

funded in the villages and communities.”111 

 
By meeting these conditions, each village and community passed the primary step to 

be eligible to receive the loans they requested. 
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The Village and Urban Community Fund National Committee administered 

the fund at the national level, while the subcommittee coordinated with the district-

level committee to monitor how the fund was distributed. In order for villages and 

communities to work with the committees mentioned earlier, they had to set up their 

own Village Fund committee to create its own regulations to manage the fund, such 

as specifying an interest rate. The committee consisted of 15 members, half of whom 

(on average) were women.112 Regulations that the committee implemented had to 

comply with the Village Fund Act, which stated that the fund should not exceed 

20,000 Baht ($606) per person (but can be extended to 50,000 Baht ($1515.2) in 

special cases). This loan was one year in length, and everyone was eligible to obtain 

the loan. Borrowers had to submit a form to apply for loans and the committee would 

decide the loan recipients and the loan amount, depending on each individual case. 

Once the Village Fund committee was established, the fund would be allocated. The 

fund had to be registered in the Government Savings Bank (GSB) or Bank for 

Agricultural and Agricultural Cooperatives (BAAC). Within 30 days, the fund would 

be transferred to the account. 113 

The government spent around 59,400 million Baht ($1.8 billion), or 1.5 

percent of Thailand GDP in 2001,114 and 80,000 million Baht ($2.4 billion) in 2002, 

to fund the Village Fund program.115 If villages were able to manage the fund 

efficiently, they were eligible to receive extra 100,000 Baht as a loan.116 In 2001, 
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113 For all information in this paragraph. Chandoevwit and Ashakul 2008: 9-10. 
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there were 71,508 villages that were eligible for the Village Fund loans, and 99 

percent of targeted villages set up the fund at the end of the year (of which 98 percent 

received one million Baht loans). In 2004, the fund was given to 78,829 

communities.117 From 2001 to 2006, almost 18 million people from around 78,000 

villages participated in the program.118 The average loan each borrower received was 

16,183 Baht ($518). These borrowers were responsible for repayment with interest 

within a year, which amounted to 6 percent per year on average.119 From 18 million 

debtors, approximately 94 percent repaid their debts, while less than one percent 

could not be recouped.120  

 Approximately 15.5 percent of women borrowed from the Village Fund 

program, while the average number of people, including men who obtained at least 

one Village Fund loan accounted for 16.6 percent in 2002.121 Female borrowers 

received smaller loans, while they had to pay higher interest rate. The average loan 

that female received was around 15,322 Baht ($464.30) with an interest rate as high 

as 6.1 percent, while the poorest fifth had an interest of 5.80 percent per year.122    

 Loans were distributed to six regions in Thailand. Among the six regions, 90 

percent of participants lived in rural areas, and half of these people were from the 

Northeast.123 The number of participants in the Northeast was around 46.9 to 49.9 

percent, while the South had the fewest participants, amounting to 9.8 or 9.9 percent 

from 2002 to 2004. Only 26 percent of communities in Bangkok set up the Village 

                                      
117 Chandoevwit and Ashakul 2008: 10. 
118 Laothamatas 2007: 136. 
119 Boonperm, Haughton, and Khandker 2007: 6. 
120 Laothamatas 2007: 136. 
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Fund committee. The discrepancies in the number of villages in each region that 

received loans were significant. They can be attributed to votes TRT received during 

the general election in 2001 and 2005 which clustered in the North and Northeast 

region. This issue will be discussed in greater detail in Chapter Three, which 

illustrates the motivation behind TRT’s decision to implement policy programs. 

 

Impacts of the Village Fund Program 
 

The Village Fund program was well received by the village poor, however, 

whether or not the program ultimately had a positive impact on household income, 

debt, and expenditure, and its ability to eradicate poverty, is still up for debate.124 

Analyzing the Village Fund program’s impacts will help determining whether the 

program should be continued or not. The bigger successes of the program were its 

ability to distribute funds to almost all villages and communities in Thailand, to 

strengthen villages and communities, and to allow a greater participation of women in 

making village decisions. The Village Fund program also had many shortcomings, 

which included misapplication of the loans by borrowers, an unintended increase in 

household debt, and the creation of a wider income inequality. This section will 

present information regarding the impacts of the program. 
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Positive Impacts 
 

The program was undeniably successful in establishing funds and distributing 

them to villages nationwide. As mentioned earlier, almost all targeted villages (99.1 

percent) received loans from the government. Because the Village Fund program 

served almost two-third of households that borrowed loans, it was able to expand the 

existing financial institutions to remote areas.125  These funds helped increase 

household income from 264,481 Baht ($8,015) to 283,433 Baht ($8,589), or a 7.2 

percent increase compared to the period prior to the implementation of the program 

(up to 2001, see table 8). The program satisfied its aim to increase access to credit for 

people living under difficult conditions by allowing them more direct access to loans 

with low interests (six percent while other banks such as People’s bank charged 12 

percent per year). This point is very interesting since other microfinance programs 

raised interest rates to an exceptionally high level. This issue will be further discussed 

in Chapter 4.  Moreover, 70 percent of borrowers were satisfied with the program and 

claimed that their economic situation had improved, while only around two percent of 

respondents believed their economic situation had worsened.126 Approximately 30 

percent of borrowers also stated that there should not be any changes to the 

program.127 

The Village Fund program also had beneficial effects on communities and 

villages by making them more tightly—knit, helping these communities and villages 

become stronger.  The reason behind this success was the program’s operating 
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system, which encouraged people from nearby villages and communities to interact 

and to ask for help from one another (such as methods in obtaining the Village Fund 

loans). Villages that failed to obtain loans could learn from nearby villages and try to 

develop their skills and methods to manage loans by following past experiences of 

other villages.  

Additionally, through cooperation, villages and communities subsequently 

became more independent and self-reliant, creating stability and safety for their 

communities. By having villages and communities create their own committees to 

manage the finance, people received more autonomy. Rural people were able to 

create their own methods of managing the loans and taught people in the same 

community about these methods. Villagers were able to voice their opinions and 

participated more in the village meetings concerning their lives, which occurred 

periodically in rural areas.128 Many activities that were hosted by village 

communities were those that required cooperation from villagers (92.2 percent of the 

activities, turn out rate was 98.9 percent).129  

Both Village Fund loan recipients and those who did not receive loans pointed 

out that the Village Fund program was truly a program that sought to assist the poor 

to establish loans and put money into circulation in villages and communities. 

Usually villages and communities used part of the loans from the Village Fund 

program to fund aid programs such as education scholarships, money for elderly and 

disabled, and health care in communities and villages.130 
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Besides the favorable impacts of the program such as an increase in household 

income and the program’s ability to strengthen communities and villages, another 

beneficial impact of the program was that the Village Fund program allowed women 

to have a greater influence on community development than before. Women became 

part of the Village Fund committees, in the same proportion as men. 80 percent of 

respondents believed that women received more opportunities and had a greater role 

in developing their communities as a result of the program.131 Most women were in 

charge of looking for credits, while some acted as loan collectors.  

 

Negative Impacts 

The negative impacts of the Village Fund program were mostly the result of 

the rushed implementation of the policy, without a detailed plan on how the program 

should operate. The government aimed to use the Village Fund program as a tool to 

reduce loan sharks. Nevertheless, instead of reducing the prominence of loan sharks, 

the Village Fund program ended up exacerbating the effect. The need for borrowers 

to pay back their loans quickly (within a year) to the government after receiving loans 

from the Village Fund program caused borrowers to look to loan sharks for more 

loans to pay back previous loans. Loan sharks are common in rural areas in Thailand; 

and TRT chose to implement the Village Fund program partly because they wanted to 

reduce loan sharks in rural areas and to protect rural people from paying excessive 

interest rates. Although most households did pay back loans, they did so by 

borrowing from other sources. Household debt had gone up almost 100 percent from 
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2002 to 2004, as household debt significantly increased from 68,405 Baht ($2,072.90) 

in 2000 (before TRT came to power) to 110,133 Baht ($3,337.40) in the first quarter 

of 2004, while GNP only increased four to five percent per year.132 Although the rate 

of loan repayment was rather high (94 percent repaid their debts, while less than one 

percent could not be recouped), loan sharks plagued rural areas where people 

received loans from the government. Somchai Chitsuchon, a research director for 

macroeconomic development and income distribution, macroeconomic policy 

program at TDRI, claims that people who took loans had to sell their property or take 

loans from other sources to repay the loan from the Village Fund program.133 

Approximately 15 percents of borrowers admitted that they had to borrow from other 

sources to repay loans from the Village Fund program, as their income was 

insufficient.134 Of these15 percent of borrowers, 18 percent were the poorest fifth 

who sought out other sources to acquire loans to repay the Village Fund program. 

The interest rate from loan sharks ranged from 43.2 to 49.6 percent, with female 

borrowers receiving the highest interest rate.135This interest rate was around seven to 

eight times more than the interest rate that the Village Fund provided.  

Another problem of the Village Fund program was that the duration in which 

debtors had to pay back loans was too short, and thus borrowers were unable to make 

use of loans. Especially in impoverished areas, people had limited loans of no more 

than 20,000 Baht. Many participants (around 30 percent) in the program also 

                                      
132 NSO 2004: 139. 
133 Laothamtas 2007: 136-137. 
134 Chandoevwit and Ashakul 2008: 14. 
135 Boonperm 2007:19. 
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indicated that if they could change one thing about the program, they would lengthen 

the duration of the loan.136 

While the Village Fund program was able to increase household expenditures, 

households failed to utilized loans they received for investment purposes, which 

would have helped generate more jobs and incomes. Household expenditure 

increased from 189,258 Baht ($5,735) to 203,635 Baht ($6,171), or a 7.6 percent 

increase compared to the period before the Village Fund program. 45 percent of 

household expenditure was for consumption, 42 percent for production, and 13 

percent for paying back loans. Prior to the Village Fund program, expenditure for 

investment was at 45.8 percent, but this figure was reduced to 42 percent after the 

program was implemented.137 This slight decline in investment expenditure was due 

mainly to households that participated in small enterprise business. 

In addition, the program was designed without developing a plan on how the 

loans should be used by debtors, and as a result, most household expenditures were 

spent on non-consumption expenditure.138 This is true for most borrowers from the 

North and South. The Chamber of Commerce’s findings also shows that 40 percent of 

the fund was used to repay debt, 20 percent for luxuries, and 5 percent for productive 

investment.139 Clearly, the majority of people who took loans from the scheme did 

not use money to invest in their farms or businesses; instead they used loans to buy 

commodities that were beyond the means of decent subsistence, such as clothes and 

lotteries.  

                                      
136 NSO 2004: 24. 
137 NESDB 2003: 92. 
138 Non-consumption expenditure includes tax, gifts, insurance premiums, donations, gambling, 
interest payments.  
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Households were also not able to increase savings, despite the increase in 

their income. Savings stayed at the same level of 28.1 percent of overall expenditure, 

as household income and expenditure were not increasing (see table 13).140 Total 

expenditure increased by 0.2 percent (from 71.6 to 71.8 percent) after the program 

was implemented (see table 13). 

Most household consumption also went to durable goods, which include 

motorcycles, electronic devices, and cell phones.141 Although these products helped 

people to have access to news, and provided transportation to deliver products to 

other places, durable products were not necessary for the majority of poor people, 

since their businesses (mostly in agricultural sectors) did not require such products. 

Moreover, consumption expenditure went up from 25 to 31.8 percent. Consumption 

for alcohol and expenditure for repaying loans also increased.142 Thus, the Village 

Fund program seems to have helped increase short-term consumption, but in the long 

run, people may have ended up in more debt.  

Money that was not spent on consumption was utilized for agricultural 

purposes; 72 percent was for agricultural activities such as farming and cattle. From 

the study conducted by NESDB, wholesale and retail businesses were considered to 

be investments that could help reduce poverty most in Thailand.143 People who 

received loans spent much less money for these types of business as compared to 

agricultural activities. Most loans were not used for investment purpose, but for the 

                                                                                                            
139 Phongpaichit and Baker 2009: 379. 
140 NESDB 2003: 93. 
141 Shinawatra family owned the biggest telecommunication company and used to be the sole 
distributor of cell phones in Thailand. 
142 Kaboski and Townsend 2009: 41 (table 5); NESDB 2003: 91-92. 
143 NESDB 2003:93. 
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purpose of consumption or for fertilization as mentioned above.144 Thus, it can be 

concluded that people did not utilize loans towards investment activities that could 

help them escape poverty.145 In order for a program that aims to increase credit to 

become beneficial for the poor, the credit must encourage people to participate in 

more productive economic activities. Also, the need for markets to sell products is 

also vital in helping the poor escape poverty. 

Income inequality also got worsened after the implementation of the Village 

Fund program, due mainly to the manner in which the money was distributed:  it was 

not sent directly to the poor.146 Around 85-91 percent of those receiving loans were 

categorized as non-poor (see table 14). The extremely poor had the lowest access to 

funding in all regions, except Bangkok. Among the poor, 6.53 percent of the 

extremely poor had access to the Village Fund loans, while those likely to be poor 

(income exactly just above the poverty line) received the most loans, amounting to 

around 10.31 percent of the group (see table 10).147 From 2002 to 2006, the 

proportion of the richest income group who received loans from the fund went up, 

while the other groups decreased or remained almost the same level as the starting 

year (see table 15).148The average monthly income per capita (Village Fund) for the 

richest group increased significantly, while the poorest only had a slight increase for 

                                      
144 Kaboski and Townsend 2009: 40 (table 4). 
145 NESDB 2003: 93. 
146 Lekagul 2008: 4. 
147 There were four groups of people who received loans from the Village Fund program, dividing 
according to income groups. The first was the extremely poor whose income was below 738 Baht per 
person per month (with the poverty line of 922 Baht per person per month), the second was the poor 
whose income was between 738 – 922 Baht per person per month. The third was those likely to be 
poor whose income was between 922- 1,106 Baht per person per month, and the last was the citizen 
whose income was above 1,106 per person per month. NESDB 2003: 79. 
148 Anuchitworawong 2007: 19. 
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their monthly income (see table 16).149 As table 16 shows, an income share of random 

sample of all villagers who participated in the program for the poorest in the first 

quintile in 2002 was 5.03 and decreased to 4.38 percent in 2006, while those in the 

fifth quintile had an increase from 50.38 to 51.76 percent in 2002 and 2006. The 

income share indicates that the poorest did not benefit much from the program, 

however, the richest experienced a noticeable increase in income.150   

Moreover, the poor received approximately 2,000 – 3,000 Baht ($60.6-$90.9) 

loan per person, which was significantly less than the loans received by other groups, 

and much less than the average amount of loan people received from the Village 

Fund program, which was 14,010 Baht ($424.60) (see table 17).151 Reasons behind 

this low distribution of loans to the extremely poor partly stemmed from the 

extremely poor’s inability to repay loans and to find loan guarantors. People were not 

willing to risk themselves by guaranteeing that the poor would repay loans. As a 

result, the poor did not have equal opportunity as the non-poor in accessing loans.152 

The ratio of the average income of the poorest group to the average income of the 

wealthiest group declined by 0.02, from 0.1 in 2002 to 0.08 in 2006.153 This means 

the income gap between the rich and the poor increased; evidence that substantiated 

the claim that income distribution became wider because of the implementation of the 

Village Fund program. People who received loans were usually related to others on 

the Village Fund Committee, who had higher level of education than most people in 

                                      
149 Anuchitworawong 2007: 19. 
150 Ibid., 19. 
151 NESDB 2003: 79. 
152 Anuchitworawong 2007: 19. 
153 Ibid., 19. 
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the villages and communities. As a result, rural people such as farmers who were not 

considered poor received loans before those who were extremely poor. 

The Village Fund program had high potential to be a successful program to 

help people escape poverty. It helped raised household incomes and expenditures, 

both good signs for the economy and investors as a whole. However, the government 

needs to be more attentive to the way borrowers handle the loans. In other words, the 

government should have more oversight of the distribution of loans to villagers 

because some people in villages had collateral problems, and thus those who 

benefited the most were the non-poor. Clearly, this problem could have contributed to 

a larger gap in income distribution between the rich and the poor. Many problems 

such as loan sharks, spending for non-consumption goods, and the inability to utilize 

loans for beneficial purposes plagued the program and continued to be a huge 

problem, and obstructed changes and developments for the program. In order to 

improve the program, it is important to look at how the Grameen Bank, the 

microfinance program on which the Village Fund program was based operates, how 

problems in the Grameen Bank is being solved, and under what conditions people 

who participated in the Grameen Bank project were eligible to receive loans. This 

issue will be discussed later and most attention will be paid on improvements that 

should be made to the Village Fund program. In doing so, comparisons between the 

Village Fund program and the Grameen Bank as well as other related microfinance 

programs are necessary.   
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The One Tambon One Product Program (OTOP) 
 

In accordance with the Thaksin’s 2001 general election campaign to generate 

economic growth and improve the lives of the poor through an increase in income 

and employment, the One Tambon One Product program, commonly known as 

OTOP, was implemented in May 2001.154 The Thaksin government implemented the 

OTOP program ostensibly to generate employment, increase income-earning 

opportunities, preserve local knowledge, and help overcome poverty in rural areas.155 

The program encouraged citizens to produce original products with materials 

distinctive to their region, to be sold domestically and internationally. The program 

focused on empowering Tambon, the equivalent of a village or community in the 

United States. Thaksin modeled the OTOP program after the One Village One 

Product (OVOP) program in the Oita Prefecture, Japan, which emphasized rural 

entrepreneurship. In addition, the program was reported to have helped increase 

average household income from 213,420 Baht ($6,467.27)156 to 244,452 Baht 

($7,407.64) in 2003157  in Tambon.  Nevertheless, the program failed to address the 

problem of debt spiral, using debt to pay off other debt, and did not succeed in 

empowering people to create new innovative products. Additionally, artisans in many 

Tambon imitated products from elsewhere and failed to produce products of high 

quality. Despite these flaws, post-Thaksin governments still continued this policy. 

One of the reasons that could explain the persistence of the program after Thaksin’s 

                                      
154 The Tambon is the unit of local government in Thailand. It is the third subdivision after Chungwat 
(province) and Amphur (district). 
155 APEC. “Thailand’s promotion policy.” 2008. <http://www.apecovop.org/th_3.asp>. 
156 The data did not provide specific year in which the data was conducted 
157 NESDB 2003: 27. 
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2006 ouster is that the other governments thought the OTOP program is promising 

and has the potential to be successful if the government would only amend the 

program to deal with its flaws. This chapter will address both the positive and 

negative impacts of the program, in order to assess the program. The positive impacts 

of the program included an increase in income, a reduction of outmigration, an 

increase in utilization of local materials, and a greater collaboration within the 

community. The negative impacts included a rise of household debt, a lack of 

production of quality products (which prevented nationwide sales), and a general lack 

of innovation in the commodities, which led to the problem of oversupply of 

homogeneous products. The OTOP program chapter is organized accordingly: 

description of the program, followed by impacts of the program on Thai citizens and 

the impacts on the economy. 

 

Description: the OVOP and OTOP Program 
 

After the 1997 East Asian financial crisis, Thailand suffered from slow 

economic growth and a high unemployment rate. To remedy the situation, King Rama 

the Ninth, Bhumibhol Adulyadej, suggested that the government should use the 

principle of economic self-sufficiency to develop an approach for sustainable 

development, especially in rural areas.158 In order to realize the King’s ideas, TRT 

under Thaksin’s leadership looked to the One Village One Product (OVOP) in Oita 

Prefecture, Japan, as a policy tool to address the challenge, as OVOP has been proven 

to boost the household income and the generate employment in Japan.  

                                      
158 Routray 2007: 30. 
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The OVOP program was first proposed by Mr. Morihiko Hiramatsu in 1979. 

Originally, OVOP was intended to serve three purposes: “to prevent depopulation and 

loss of energy in Oita Prefecture, to find and nurture products/industries that could 

best reflect and benefit each region of Oita Prefecture, to eradicate heavy dependency 

upon government, and to promote autonomy and willingness amongst regional 

people.”159 The OVOP program is a bottom-up model. The Oita International 

Exchange Promotion Committee acts as a coordinator for the program. Both groups 

and individuals can register to participate in the OVOP program. The role of the 

government in the OVOP program is mainly to provide infrastructure, technical 

supports, and marketing for participants.160  The relationship of participants in the 

OVOP program is similar to a partnership of villagers with their communities and the 

local governments.161 While people take their own initiatives to set up businesses, the 

government provides supports to aid groups.  

The OVOP program is modeled using a long-term development approach, 

which requires producers to develop products based on their local resources in order 

to ensure that all products are of great quality and unique.162 The program emphasizes 

“human development” and “self-reliance creativity." These two philosophies require 

artisans to manufacture products that have been selected by communities and 

encourage communities to produce their own products.  The OVOP program allows 

participants to produce products independently, and encourages them to create 

                                      
159 Oita OVOP International Exchange Promotion Committee. “One Village One Product  
Movement.” <http://www.ovop.jp/en/ison_p/haikei.html>. 
160 Kiyaga-Nsubuga 2009: 4. 
161 Ibid., 3. 
162 Ministry of Tourism, Trade, and Industry. “OVOP strategy plan and implementation guidelines for 
Uganda.” August 2009. <www.mtti.go.ug/index.php?option=com_docman&task=doc>. 
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products that are distinctive to their areas. All OVOP products are from local 

materials; thus, the program encourages local sales. Moreover, OVOP products are 

sold locally, nationally, and around the world. In order to make sure that OVOP 

products are competitive outside Japan, significant research is conducted in countries 

where selected OVOP products will be sold. 

The TRT government saw the potential of the program to promote long-term 

economic development.  People in many Tambon in Thailand had already established 

businesses to sell products that they produced from local materials. Thus, it was easy 

for the government to implement the program in 2001, when TRT first entered the 

parliament and established a government.  

OTOP operated under the same three basic principles as OVOP: “local yet 

global,” “self-reliance and creativity,” and “human resource development”. The first 

principle, “local yet global,” aims to develop local products to international 

standards. The second, “self-reliance and creativity,” allows actions by individuals to 

use local products and tools creatively. The third, “human resource development” 

provides tools and assistance to help people develop their own products and 

businesses.163 The role of the central government in the program was mainly to 

provide loans and technological support for these projects, and to promote OTOP 

events through various fairs and exhibitions.  

In each Tambon that participated in the OTOP program, at least one group of 

representatives must be created. Each group would come up with its own product. 

These groups shared certain characteristics: each group member had to be willing to 

                                      
163 Luechoowong and Chaisumritchoke 2008: 5. 
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use local knowledge and skills to produce products. The groups varied in size, but 

each consisted of a Chairperson, Vice Chairperson, Treasurer, Secretary, and 

members of Public Relations, Production, and Marketing Committee.164  

After these groups were established, they must come up with and write 

proposals for their products in order to apply for loans. The Agricultural Extension 

Office (AEO) and the Community Development Office observed and consulted with 

groups in each Tambon to help them with the organization of the group and advised 

people on their projects. Additional assistance from the AEO and the Community 

Development Office included developing groups’ proposals for products to be 

submitted and registered at the district administration, and additional support to 

supply groups with necessary equipment and means to help produce products. The 

Health, Agricultural and Interior Ministries participated in the program by advising 

and supporting these group members in the creation of products. Of all the ministries 

and related organizations that assisted in the process, the AEO had the greatest 

responsibilities for the OTOP program; ostensibly (but rarely) provided grants, tools, 

training, and the likes for participating groups. Other public offices and ministries 

assisted as well. The District Health Office provided sanitary guidelines for products; 

the Provincial Trade and Commerce Office helped with marketing; and Bank of 

Agriculture and Agricultural Cooperatives (BAAC) offerred accounting training for 

villages.165 

After each group produced its products, the Community Development Office 

hosted competitions at both the regional and provincial level to measure the quality of 

                                      
164 Routray 2007: 32 
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products. Professionals and experts from different Ministries evaluated the products 

and assigned them separate “stars” (between one and five) as an indication of quality. 

Factors such as provincial identity, local wisdom, designs, production quality, and 

cultural preservation were the main factors in evaluating products.166 In 2005, 

approximately 8,000 products passed the inspection for quality and received three to 

five stars, whereas 30,000 products received one to two stars.167  

Products with three or more stars were eligible for loans and grants. These 

groups could  receive loans with an interest rate as low as one percent per year from 

the Community Organizations Development Institute, while TAO gave out loans 

without any interest. 168 From 2005 on, the Small and Medium Enterprise 

Development Bank of Thailand (SME) had provided approximately 5 billion Baht 

($151,515,152) for the OTOP program for both short-term and long-term loans up to 

five years. Loans ranged from 50,000 Baht ($1,515.20) to 1,000,000 Baht 

($30,303.03), according to the number of stars given to products. 3-star products 

received loans of no more than 500,000 Baht ($15,151.50), 4-star products received 

750,000 Baht ($22,727.30), while 5-star products received the maximum loan of 

1,000,000 Baht ($30,303.03).169 By doing so, the government condoned an important 

flaw of the program when assigning loans—some 5-star products might not need 

loans as high as 1,000,000 Baht, while 3-star products might need more loans to 

produce their products. Utilizing number of star as main criteria in handing out loans 

to OTOP groups demonstrated the government’s clumsiness and carelessness in 
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carrying out the program because the government only took one factor into 

consideration for loans. The giving of loans in such a way also emphasized that the 

real motivation behind the implementation of the OTOP program, which was to gain 

popularity and receive more votes from poor electorates. This issue will be discussed 

further in the following chapter. 

Approximately 37,000 OTOP products were created and categorized into 14 

groups:  agricultural products, food, cosmetic and health care products, garments and 

fabrics, furniture, toys and games, household appliance, jewelry, leather and sport 

products, gifts and crafts, stationery, services products and cultural centers. Almost 

60 percent of OTOP products were gift and craft items, while 22 percent was food 

products.  

The Community Development Department was the main unit in charge of 

marketing and advertising for OTOP products. Many fairs were organized nationally 

and internationally to sell products to companies and individuals. OTOP producers 

could participate in these fairs without having to pay a rental fee to the government. 

OTOP products were also sold at gas stations, shopping malls, and online. Programs 

such as OTOP City, the biggest OTOP exhibition hosted in Bangkok, Thailand, were 

created to help expand markets and sales for OTOP products. OTOP city was 

organized in 2003 and the exhibition continues to be held annually.170 

 

                                      
170 APEC. “Thailand’s promotion policy.” 2008. <http://www.apecovop.org/th_3.asp>. 
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Positive Impacts 
 

Thai citizens, especially those in rural areas, perceived the OTOP scheme as a 

great success because it helped the poor start their own businesses. It created jobs and 

income, as well as encouraged people to take the initiative to promote products from 

their own communities. People who participated in the OTOP scheme in 2001 

received incomes 10 to 50 percent higher than they had received previously, and in 

some regions the rate of income went up by as much as 80 percent in 2002.171 Around 

87.5 percent of sample groups had a higher income after the program was 

implemented. The Ministry of Agriculture reported that in 2001, each OTOP group 

was able to create by selling its products additional revenue of 208,456 Baht 

($6,316.85), which worked out to an average of 7,277 Baht ($220.50) per person. 

Most households received 213,420 Baht ($6,467.30) per year before joining the 

program, however, after joining the program, households had an average income of 

244,452 Baht ($7,407.70), a 14.5 percent increase.  Through marketing and 

exhibitions, OTOP products were able to increase sales from 6.35 million Baht to 

7.82 million Baht (an increase of 23.1 percent). NESDB reported that 85 percent of 

groups that received government’s assistance for marketing were able to raise their 

income.172  

By November 2002, some 6,822 Tambon were participating in the scheme.173 

Revenue from the sale of OTOP products rose rapidly from 200 million Baht (US 

$6,060,606) in 2001 to 19,027 million Baht ($57,657,558) in 2002, helping to expand 

                                      
171 Routray 2004: 34.  
172 NESDB 2003: 29. 
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74 

 

labor markets and increasing demand for local products. In 2005, the government 

stated that it expected the sales to increase to 50,000 million Baht 

($1,515,151,520).174  

The scheme also helped to reduce the outmigration rate of the labor force in 

all regions except the Northeast.175  Outmigration was a problem in Thailand’s rural 

areas as people left their hometowns and abandoned their work to seek better 

opportunities in big cities, such as Bangkok, Chiang Mai, and Phuket. However, 

increased outmigration was a problem because cities did not have a sufficient number 

of jobs to support migrants. After the OTOP scheme was put in place, around 60 

percent of respondents who lived in Tambon saw a lower rate of outmigration; at the 

same time these people believed that the OTOP program helped bringing back people 

who migrated previously.176   

The government’s goal of increasing the utilization of local materials for 

products was also a success. Up to 66 percent of products were local knowledge 

products, of which 60 percent utilized local materials. Due to the increase in the 

utilization of local materials, Thai citizens were able to sell more local products and 

thus increased their income. Once the product became well-known, visitors tended to 

visit that Tambon due to a desire to buy the product. Concomitantly, there was a 2.1 

percent increase in the utilization of local materials for products from 74.4 to 76.5 

                                      
174 Laothamatas 2007: 139. 
175 Northeastern people continued to migrate to Bangkok, looking for employment. The Education for 
Development Foundation. “Northeast Thailand.” <http://www.edfthai.org/areas/isan_en.asp>. 
176 NESDB 2003: 127. 
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percent. 177 The number of groups that produced commodities based on their local 

materials also increased from 61.7 to 65.8 percent.178 

In addition, the OTOP scheme increased collaboration within communities 

through the tightening of social ties. The most successful aspects of the OTOP 

scheme were that it allowed villagers to work together, and it encouraged the 

application of local wisdom. In this way, the OTOP scheme helped preserve village 

cultures.179 From the survey conducted by NESDB in 2003, collaborations of 

villagers180 in the OTOP program increased to between 76.7 to 78.8 percent.181  

People who participated in the OTOP scheme were able to work 8.9 months 

per year, an increase from 8.5 months per year in 2001.182 Previously most 

participants were only seasonally based workers, since their jobs were in agricultural 

sector (38 percent of labor force).183 Approximately 85.9 percent of people who 

participated in the program raised their number of workdays. Moreover, the number 

of groups that spent around 9 to 12 months to produce products increased, while the 

groups that spent one to four months a year reduced by 9.5 percent.184 The OTOP 

program showed that it had an ability to generate employment. 

                                      
177 The data does not indicate the specific year in which the data was collected 
178 NESDB 2003: 112. 
179 Boonma 2006:165. 
180 Data was collected by having villagers ranked from one to ten, with ten as having the highest 
collaboration among villagers that participated in the OTOP program.  
181 NESDB 2003: 127. 
182 Ibid., 127. The data does not indicate the exact year when the data was collected. 
183 Menkhoff and Rungruxsirivon 2009: 5. 
184 NESDB 2003: 126. 
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Negative Impacts 

Despite the successes of the program in increasing income, generating 

employment, tightening community ties, increasing the number of work days, 

increasing utilization of local material, and lowering outmigration rate, the negative 

effects outweighed the positive. Many OTOP groups lacked entrepreneurial skills. 

Dr. Seri Phongphit, professor of community development studies, argues that many 

groups had to abandon their projects because group members lacked the 

entrepreneurial skills they needed to manage their businesses. The government’s 

main focus in the program is to help people with marketing, as the financial 

representative stated, “you just go and get your product labeled as an OTOP product, 

and the government promotes it and you get free advertising.”185 The government 

should instead emphasize the ability of villagers to produce products for individual 

use and consumption, rather than pushing groups to sell products, without proper 

business training.  

The next problem was that the designs of the OTOP program thought “inside 

the box,” providing assistance only to OTOP groups that were well established and 

already “on their feet”.186 The government spent 1.5 billion Baht ($45.5 million) in 

2004 for advertising and marketing for the OTOP program by utilizing taxpayers’ 

money. Money that the government utilized, however, did not meet the expectations 

to increase household income and reduce debt, as the poor still had the same quality 
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of life.187  Dr. Narong Petchprasert, an economist from Chulalongkorn University 

who helped design the OTOP program, stated that  

“The policy does not benefit the public in general. When the OTOP 
operators can sell products at 10 Baht, it means that the taxpayers have 
already paid two Baht for the advertisement, but the benefit has gone 
to the private sector. The worst thing is that villagers are still earning 
at the same level as they used to.”188  
 

Although the report showed that there was an increase in the earning villagers 

received, only a handful of people’s wages had gone up.  Most groups that were 

already successful in setting up OTOP businesses received financial assistance from 

the government. These groups were able to obtain three to five stars for their 

products. For example, a housewives’ group from Nakhon Chaisi, Nakhon Pathom in 

1977 had set up a banana processing business and it has become successful ever 

since. This group joined the OTOP program in 2001 and received assistance from the 

government such as interest-free loans, capital funds, grants for construction of the 

processing factory, etc.189 Assistance from the government helped the group even 

more as the government provided them with more access to loans. As a result, the 

group was able to buy equipment and machines that were important for their 

productions. 

Furthermore, many OTOP events and exhibitions did not thoroughly screen 

participants, and thus many outsiders participated in the event by pretending to 

belong to one of the OTOP groups.190The problem with these outsiders was that they 

benefited more than the villagers. Middlemen often took over markets and resources 
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from villagers, while these villagers only received little compensations from their 

products.191 In general, the OTOP producers could only break even and would not be 

able to receive any profit if there were middlemen involved in the selling of products.  

 Another problem is that TRT exaggerated the successes of the OTOP scheme, 

boasting that almost all products sold well and earned more than the production and 

marketing cost for local producers, increasing incomes in rural areas.  This claim, 

however, did not match the actual results of the scheme. Villagers who produced 

products that were desired by consumers saw their incomes rise, but those who failed 

to produce such products suffered from a debt spiral.192 According to Dr. Prapas 

Pintoptaeng of Chulalongkorn University, “only a few selected groups have benefited 

from the policy, and they are not at the lowest end of the economic scale.”193 Many 

groups that had business enterprises prior to OTOP program were invited to join the 

program and were given five stars. Because these business enterprises were well 

established and already profitable, it was not clear if they actually benefited from the 

OTOP program. They joined the program because of the benefits they could gain 

from being OTOP members: free advertisements, and channels to sell products. Boon 

Siriwan, the manager of the Ban Bueng Dairy Cooperative group in Chon Buri stated, 

“We actually do not have to participate in the OTOP project, as our work flow and 

income were already at this level before. But the Provincial Community Development 

Office invited us to join and we earned five stars for our dairy products.”194 Groups 

like the Ban Bueng Dairy Cooperative benefited from state- funded free advertising. 

                                                                                                            
190 Nilwarangkul 2004. 
191 Phongphit 2005.  
192 Nilwarangkul 2004. 
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While these groups benefited from joining the program, the government also made 

use of these groups and was able to claim that many communities benefited from the 

program. Although communities as a whole may have benefited from the program, 

not all individuals within the communities gained from the program. In fact, 70 

percent of products were from Small and Medium Enterprises (SMEs), while real 

OTOP products (produced solely by community work) only accounted for around 30 

percent, of which 20 percent were local products that were produced prior to the 

implementation of the scheme. Thus, only 10 percent of products were truly the type 

of community work products that the program was designed to promote.   

  The result of the OTOP program did not align with its aims as the scheme 

increased SMEs Bank’s lost capital to 2,800 million Baht ($84.90 million).195 This 

increase can be explained by an increase in the Non- Performing Loans (NPL) reserve 

of 3,214 million Baht ($97.40 million) for OTOP program— 50 percent of the loans 

were behind payment.196 Many community businesses where OTOP products 

received one or two stars also collapsed.197 These groups were unable to pay back 

loans issued by the government. Many groups with products under three stars used 

the given loans for other purposes, and were not able to pay back loans when they 

stopped the program.198  

                                                                                                            
193 Janchitfah 2005. 
194 Ibid. 
195 The data did not indicate when it was collected. 
196 Luechoowong and Chaisumritchoke 2008: 10. 
197 Boonma 2006: 17. 
198 Nilwarangkul 2004.  
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Newly created products that were produced after the implementation of the 

program only increased from 8.2 to 12.0 percent from 2001 to 2003.199 While there 

was an increase in the number of new products, the participants in the program were 

dominated by groups that had produced products prior to the program, which already 

had an established business presence. Many people who produced these products had 

relatives working in the local government, and thus they had the first chance to 

participate.200 The successes of the program, especially the total sales, were mainly 

due to its ability to attract people to register their products with the scheme. Most 

products in the three to five star categories were already popular in the market. 

Manufacturers of such products registered with the OTOP scheme as a way of 

increasing sales.201  

As the three OTOP principles indicate, the OTOP program encouraged 

producers to create products that were innovative and based on local knowledge and 

materials.  Yet, many OTOP groups failed to do so and instead produced 

commodities that were similar to the ones already in the market. Most products 

borrowed ideas from areas where products were popular. Also, producers did not 

consider whether materials were available in their areas—they only took into account 

the success of products that other villages produce, and started imitating the products, 

with the hope they too would mimic the successes. By not utilizing supplies from 

their areas, people had to spend more money buying other materials and covering the 

transportation cost. Moreover, the OTOP program encouraged groups to utilize local 

                                      
199 Thaksin Polgarn dumnerngard khong rattamontree 2002: 113. 
200 Sethi Santi 2004. 
201 Laothamatas 2007: 139. (For all data in this paragraph) 
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products and materials to create unique products. Too many similar products led to an 

oversupply in some areas of products and thus excessive competition within the 

market. In other words, the problem of cannibalization202 was intensified. 

Despite a large number of products that were registered under the OTOP 

program, OTOP products that were being recognized as national products (products 

of highest standards for example 5-star products that passed inspections from the 

government agency and experts) were still smaller in number than expected. 

NESDB’s evaluation of the program reported that the number of national products 

was too low.203 Of 7,753 products that were selected from 7,753 Tambon nationwide, 

only 461 products were considered national products. This means that only 5.9 

percent of total products were recognized as products with outstanding quality in 

2001.  Moreover, in 2004, only 7,967 out of 29,385 products were products with three 

to five stars.204  This means that more than 20,000 products (73 percent) were not 

eligible to receive loans from the government and the OTOP groups still remained 

prone to debt, as they did not receive further assistance for loans to produce products.  

In conclusion, although the program seemed promising, the OTOP scheme 

clearly had flaws. Some problems such as lack of skills and training need to be 

addressed in order to improve the quality of the program to reach the level of success 

of OVOP in Oita Prefecture, Japan. The OTOP program under the auspices of TRT 

could only benefit some groups of people. Hence, in order to make the best out of the 

                                      
202 Cannibalization is the reduction in sales volume as a result of many new (similar) products being 
introduced from producers. 
203 NESDB does not report the target number of national products it expects. No comparison to other 
similar program also provides to show that the percentage of products produced under the OTOP 
program is low. 
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OTOP program, the government needs to have a plan for the distribution of loans that 

does not favor those who are already successful. The government should aim not only 

for high total sales and an increase in income, but also for the empowerment of 

villagers and for a sustainable economy, even in remote areas, from which people can 

profit.  By doing so, the government would be able to fulfill its goals of increasing 

incomes for the extremely poor, while building a strong foundation for them to create 

economic opportunities for themselves. The last chapter will look at ways in which 

the program and the other programs could most benefit poor citizens. Important 

lessons from OVOP will be looked at in order to improve the OTOP program and 

make it more compatible to the Thai society. 

 

Conclusion  

 
  All three of Thaksin’s policy programs have had both positive and negative 

effects on the poor. It is without doubt that these three policies allowed the poor to 

have better opportunities to escape poverty, but they also created many new 

problems, such as increasing household debt and decreasing marginal propensity to 

save. The effects of these three policy platforms are significant for the future 

implementation of similar policies, as they all have had both positive and negative 

aspects in which subsequent governments can examine to improve policies in the 

future. Below, similarities of beneficial and negative impacts of the three programs 

will be summarized.  

                                                                                                            
204 Janchitfah 2005.  
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The 30-Baht Health Care scheme, the Village Fund program, and the OTOP 

program share three positive results. The three programs helped increase income and 

reduce expenditure, allowing people to save more. The 30-Baht Health Care scheme 

achieved this goal through a uniform 30-Baht fee, by which participants in the 

program were able to reduce their health care expenditure. The Village Fund program 

helped increase access to credit for villagers, effectively eliminating previously 

procedural difficulties for people who needed such loans. The other effect of 

increasing access to credit was that household income increased, as the government 

injected funds into villages and communities all across Thailand. The OTOP program 

also produced a similar effect by enabling people to increase their income through 

establishing small businesses for their self-made products. 

The three programs also increased economic and social opportunities for 

people, and at the same time reduced inequality. The 30-Baht Health Care scheme 

increased access to health care services for people, especially the poor. People under 

the scheme were able to receive the same level of health care as the upper and middle 

class. The Village Fund program was successful in distributing loans and credits to 

people across the country, regardless of their social and economic status. The OTOP 

program allowed people, especially the poor, to step out of poverty, and empowered 

them to set up their own businesses, increasing their economic and social 

opportunities.  

The last common positive effect that the Village Fund and the OTOP 

programs shared was the increase in collaboration between people within the villages 

and between villages as a whole. Through the Village Fund program, people in 
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villages and communities had to collaborate to distribute loans and create resolutions 

for their villages and communities to obtain loans, as a result, they became more 

connected. Through the OTOP program, people needed to collaborate in producing 

products that were distinct to their regions, thus it brought about more collaborations 

in the communities.   

Three main shared negative impacts of the programs are as follows: the lack 

of organization and planning of the programs, an increase in debt, and the 

deterioration of the poor’s spending habits, such as overspending. 

The first problem of these three policies was the government's decision to 

implement these policies without ensuring that the negative effects did not offset the 

positive. The TRT government implemented these pro-poor policies immediately 

after they came to power in 2001. The decision to quickly implement policies can be 

interpreted in two ways. First is that the government saw that the condition in which 

the poor lived and decided it needed change immediately. The second is that the 

government implemented these policies mainly to gain popularity, votes, and benefits 

for themselves. This was axiomatic through many problems in the programs. These 

problems, for example, led to the explosion of demand in the 30-Baht Health Care 

scheme, which did not allow participants to receive adequate treatment from hospitals 

and clinics. These problems occurred also because the government did not plan how 

the money would be distributed. This poor planning led to the negative effects 

discussed earlier in the chapter. 

The second problem is that debt increased as a result of the implementation of 

the Village Fund and the OTOP program. The main issue of the Village Fund 
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program was that it exacerbated the issue of loan sharks and increased household 

debt. Most people who received loans tended not to use them for beneficial purposes, 

instead utilized the loans to buy unnecessary products, such as cell phones, clothes, 

and lotteries. Instead of allowing the poor to utilize money to participate in activities 

that would create investment, more people ended up in debt. Furthermore, the OTOP 

program did not help groups that produced products below the standard (below three 

stars), and these groups ended up more in debt than they were before. Although the 

30-Baht Health Care scheme did not have a direct negative effect to patients or 

program users, the program as a whole was underfunded, leading to hospitals and 

clinics that ended up facing bankruptcy.  

While the three policies mentioned earlier were short-lived, the third negative 

effect of the deterioration of the poor’s spending habits seems to be permanent. 

Currently, the spending culture of the poor relies largely on the government handouts, 

and in some cases the poor have been dissuaded from working because they expect 

government support if they ever lose their jobs.205 In the end, the poor only rely on 

politicians and patronages to do things for them. Politicians become too prominent 

and are able to dictate things the way they want, including influencing the votes. 

Thaksin often claimed that his policies helped to alleviate poverty. Peter 

Warr’s study, however, shows that the level of poverty in Thailand did not 

decrease.206 It is true that some of Thaksin’s populist schemes, such as the 30-Baht 

Health Care scheme, did provide the poor with more accesses to treatments and 

                                      
205 Sombat Raksakul. “The Difficult Part to the Recovery in Isan: An over-reliance on popularist 
policies and changing values is hurting farmers, and ultimately the country.” Bangkok Post. 28 June 
2009.< http://www.bangkokpost.com/news/investigation/19305/the-difficult-path-to-the-recovery-in-
isan>. 
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health services. Yet, TRT did not perform any better in reducing poverty than most 

countries in South East Asia (Indonesia and Malaysia) that were affected by the 

crisis; "the poverty reducing power of the growth that occurred under Thaksin was 

lower than the long-term average rate (0.32 vs 0.39) and this difference still arises if 

we focus only on rural poverty…"207 Warr further emphasizes that Thaksin 

performed no better than his predecessors at alleviating poverty.208 From 2002 to 

2004, poverty incidence reduced by 2.1 percent per year, but if compared to the 1988 

to 2004 period, the poverty incidence was reduced by 2.4 percent, which was more 

than the Thaksin's premiership.209 This finding reflects the results of the three policy 

programs observed earlier. The Village Fund and the OTOP program put people in 

the program at a higher risk of ending up in debt, and it also shows that the programs 

Thaksin implemented were not as effective as he advertised them to be. 

One thing that can be implied from his anti-poverty programs is that Thaksin 

was able to capture the electorates at the grassroots level.210 These people were 

convinced that Thaksin represented their interests and thought that he would bring 

about meaningful changes to help them escape poverty. The motivation behind the 

implementation of Thaksin’s populist platform will be explored in the next chapter. 

                                                                                                            
206 Phongsudhirak 2009: 32. 
207 Warr 2009: 170. 
208 Ibid., 170. 
209 Warr 2009: 170. 
210 Benja Silarak. “Gae Roi  Nayobye Thaksin Phonkratob Rakya 1.” Samnakkao Prachatum. 12 
March 2006. < http://www.adslthailand.com/forum/viewtopic.php?f=24&t=37593&start=0>. 
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Chapter Three 
Motivations behind Thaksin and TRT’s 
Implementation of Pro-Poor Policies 

 

Thaksin won decisively in rural areas, especially in the North and Northeast, 

where his support was the strongest and where he still remains popular.211 He was the 

only democratically-elected Prime Minister to stay in office for six years, a 

comparatively long period in Thailand. Many have come to the conclusion that 

Thaksin's popularity was due to populist policies, such as the 30 Baht Health Care 

scheme, the Village Fund program, and the OTOP program.212 These populist 

programs attracted votes from people at all levels of society, but their greatest appeal 

was to the poor. This chapter will show that Thaksin and his followers did not 

implement these policies solely to lift the poor out of poverty and to reduce inequality 

in the Thai society. Dr. Veerapong Ramangkul (2004: 9-15), a former finance 

minister argues that Thaksin and his followers were motivated by these altruistic 

goals. Instead, this section will defend the argument that Thaksin and TRT 

implemented these policy programs in order to win votes, destroy the patron-client 

                                      
211 In 2001 election, TRT won 54 out of 75 and 69 out of 121 MPs seats in the North and Northeast 
respectively. In 2005 election, TRT won 71 out of 76 and 126 out of 136 MP seats in the North and 
Northeast respectively. Phongpaichit and Baker 2007: 80, 89, 237. 
212 Visanu Boonmarath 2005:59. Siamwalla and Chitsuchon 2007: 20-23. Phongpaichit and Baker 
2009:240.McCargo and Pathmanand 2005: 91. Laothamatas 2007:153-154. 
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relationship, protect Thaksin from imprisonment, and to buttress Thaksin and his 

accomplices’ businesses. These five hypotheses will be examined in detail.  

 

Motivations in Implementing Pro-Poor Populist Policies  
 

The first motive for Thaksin's implementation of populist policies was his 

desire to help the poor. During the election campaign in 2000, Thaksin claimed that 

his motive in entering politics was mainly to help bring about economic growth for 

the country and to help the poor raise their income, reduce their expenses, and 

increase their opportunities.213 He intended to accomplish these aims by focusing on 

the people and serving their needs. The populist policies that Thaksin implemented, 

such as the 30-Baht Health Care scheme, the Village Fund and the OTOP program, 

provided some benefits for some members of society, although the negative impacts 

outweighed the positive. Thaksin claimed during the pre election period in 2000 that 

“nothing will stand in my way.  I am determined to devote myself to politics in order 

to lead the Thai people out of poverty…”214 Once in power, he categorized policies 

for the poor as ‘urgent’ and pushed their implementation. Among the first programs 

he implemented in his first year as Thailand’s premier were his pro-poor policies. He 

pledged that within six years, poverty would disappear from Thailand.215  

Thaksin’s desire to help the poor can be linked back to his upbringing. 

Although he was born to an upper-middle class family in Chiang Mai, Thailand, 

                                      
213 Pisitsethakarn 2004: 29. 
214 Phongpaichit and Baker 2009: 80. 
215 Pisitsethakarn 2004: 144. 
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when he started his own businesses, he became an NPL bad debtor.216 Businesses he 

operated prior to his successful telecommunication companies included a silk shop, a 

cinema, and rented properties. Thaksin failed in all these business endeavors and 

wound up with 200 million Baht in debt.217 After he set up his new business in the 

telecommunication sector in 1981 and managed to win a concession in 1986 from the 

government and police department, his business grew at one of the fastest rates in 

Thailand.218 Due to these experiences, Thaksin often portrayed himself as a self-made 

billionaire. In Manila in 2003, he said, “through my modest family background…I 

learned the hardship of poverty in the rural areas. I learned the importance of earning 

rewards by working hard.”219 With speeches such as this, Thaksin conveyed to the 

poor that he had a strong desire to help them escape poverty, as he himself once did. 

In an advertisement printed in the press in 2000, Thaksin stated,  

“…as someone born in the countryside, I’d like farmers to have a life 
that can be self-reliant, without debt, and with enough money to 
educate their children. I’d like them to get medical care when they are 
sick, sell their produce at a price which is not exploitative, and have 
supplementary work if they are seasonally unemployed.”220  

 

Thaksin believed that his populist policies would help Thais improve their health, 

standard of living, and education level. For the 30-Baht Health Care scheme, Thaksin 

emphasized that all people deserve good, stable jobs. Thus, if the government were to 

pay for people’s health services, people could use that saved money for other 

                                      
216 A person with NPL is a person who cannot or is perceived to be unable to repay loans after 3 
months of not paying the loan installments.  
217 Pisitsethakarn 2004: 40. 
218 Phongpaichit and Baker 2009: 41. 
219 Ibid., 25. 
220 Ibid., 85. 
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important uses like sending their children to school. Thaksin believed that educated 

Thais would have more business opportunities and thus be able to escape poverty. 

Thaksin’s stated motivation for the Village Fund program was similar to that for the 

30-Baht Health Care scheme. He claimed that he wanted to increase the standard of 

living for the poor; he stated “the Village Fund program is designed to help people to 

have accesses to credit and give power to the people to decide and make their own 

judgment for their own lives. The Village Fund program is a small step to provide 

capital for the people. This step can be done by giving more credits as a motivation 

for people, especially the poor to try to improve their livelihood.”221 Thaksin believed 

that it was very important for the poor to have an increased access to credit; he often 

referred to his life experience when he was an NPL bad debtor, “as someone who was 

once an NPL loan debtor, I’d like to see all bad loans cleared from the banks, and 

loans restructured, to give an opportunity for those Thai who suffered during the 

crisis to recover and be a major force in the country, and enable the presently troubled 

Thai banks to escape from the crisis, increase their capital, and rapidly extend 

loans.”222 Thaksin believed that it was not enough to simply increase access to credit; 

thus he offered further alternatives through initiatives such as the OTOP program. 

Thaksin claims that the OTOP program brought about, “knowledge, ability, skills, 

and local knowledge of people for them to collaborate and work together.” 223 The 

government also pledged to support and assist to these people when they produced 

commodities as a way to increase their income.”224 

                                      
221 Pishisethakarn 2004:70. (I translated the speech) 
222 Phongpaichit and Baker 2009: 87. 
223 Pishisethakarn 2004: 34. (I translated the speech) 
224 Ibid., 34.  
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Despite Thaksin and his party’s genuine desire to help the poor, the following 

hypothesis for Thaksin and TRT’s motivations argue the opposite. The second 

motivation that Thaksin and TRT had was to use populist policies to gain votes. The 

pro-poor populist policies that Thaksin promised electorates during the campaign 

period exemplified “Pluto-populism,” a practice in which a rich politician spends a 

lot of money on policies and handouts in order to capture votes from rural voters. 

Rural voters are a majority in Thailand. Thaksin presented the poor with policies that 

they had demanded and would benefit from. He did this despite warnings from 

financial experts that the proposals were not financially viable.225 By ignoring these 

warnings, Thaksin and the TRT made it clear that their main goals were electoral 

success and the accumulation of money for Thaksin and his cronies, not the outcomes 

of the policies in and of themselves.    

In addition to attracting votes from rural inhabitants, the TRT government's 

populist policies were intended to appeal to the proprietors and employees of small 

businesses. After the 1997 East Asian financial crisis, small businesspeople felt 

abandoned by the government, as they were the group of people that experienced the 

greatest loss. Many went bankrupt due to the constrained credits of the banking 

system. Thaksin saw their misfortune as an opportunity to gain votes from small 

business groups226, and thus he pledged to revive the economy by focusing on 

domestic entrepreneurship. In order to stimulate the domestic economy, Thaksin 

utilized the “Italian” model, which combined local knowledge with advanced 

                                      
225 Chokedesrisawat 2006. 
226 The individuals who run or work for small businesses 
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technology.227 Thaksin's program was modeled on Tuscany’s successful campaign of 

supporting small entrepreneurship by relying on local craft heritage combined with a 

high technology such as computers.228 Thaksin promised that small businessmen 

would receive new loans and be rid of the bad loans (NPLs) that they accumulated 

during the 1997 East Asian Financial Crisis.  

Two policies that Thaksin proposed to small businesspeople were the Village 

Fund program and the OTOP. Thaksin often related his policies back to his own life 

story, presenting himself as an entrepreneur whose small business had developed into 

one of the largest and most successful telecommunication companies in Thailand.  A 

leaflet of his campaign states,  

“I was a village kid… I became a coffee dealer; helped my dad on his 
farm…I once had a company with seven employees. Now it’s over 
60,000 and a turnover of billions of Baht. I put a satellite up in the sky. 
I invested overseas. I had to chase after customers to collect checks. I 
got into debt to the banks and became an NPL. I almost went bankrupt 
three times but now I have more wealth and property than I could ever 
have imagined. Even today, my friends range from hired motorcycle 
drivers to the presidents of great countries.” 229  

 

Thaksin expressed that his motivation for helping small businessmen stemmed from a 

desire to help them become as successful as he was.  This strategy won over many 

small entrepreneurs.  

Thaksin also recognized that it was important to focus the TRT’s policies on 

‘settakit nokrabop,’ or small farmers and informal-sector factory workers, because 

these people made up 70-75 percent of electorates. Like small business, the rural 

population in 1997 to 1999 had also suffered from the financial crisis, due to the 

                                      
227 Phongpaichit and Baker 2003: 5         
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collapsed crop prices. During the 1997 East Asian financial crisis, the number of the 

poor fell below the poverty line increased by three million.230 The agricultural sector 

was badly hit, as agricultural prices collapsed and rural debt increased. Thaksin 

recognized that he could use this large and underserved sector of the population as a 

tool to get elected.  

Rural populations, who had never received government support prior to 2001, 

were the groups that provided the most support for Thaksin and the TRT. 231 These 

populations, residing mainly in the North and Northeast regions of Thailand, 

supported Thaksin and his party in both the 2001 and 2005 elections.232 TRT was 

able to secure 123 out of 214 seats in the North and Northeast regions in 2001, and 

received 197 out of 212 seats in those regions in 2005.233 The significant increase in 

seats in 2005 was due primarily to the populist programs Thaksin’s enacted in the 

first year of his premiership.234 People in rural areas believed in the TRT’s policy 

agendas; they hoped that Thaksin would lift them out of poverty. 

In order to attract votes from these rural masses, TRT made populist promises 

to serve the poor. These promises contributed to TRT’s landslide victory in the 

parliamentary elections of 2001. In the first year of its term, the party implemented 

                                                                                                            
229 Phongpaichit and Baker 2003:6. 
230 Ibid.,5. 
231 Krungthep Turakit (paprachaniyom chabab Pasuk tobkamtam tummai Thaksin kringjai konjon 8 
March 2006. 
232 Phongpaichit and Baker 2009: 89,237. 
233 Ibid., 89, 237. 
234 Thaksin promoted his policies and successes of his policies during his first term as Prime Minister. 
These policies attracted the poor to vote for Thaksin in 2005 because people saw Thaksin as a person 
who wanted to help them out. Boramanan, Nantawat.“Rao ja aok jak satha nakarn nee dai yang rai.” 
Prachachat Newspaper.11 April 2010. < 
http://www.prachachat.net/news_detail.php?newsid=1270902512&grpid=02&catid=no>; Nelson 
2008: 10-12. 
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the 30-Baht Health Care scheme, an agrarian debt suspension program,235 and the 

One Million Baht Village Fund Schemes. The speedy implementation of these 

policies reassured both rural and urban Thais that the TRT would bring about change.  

Through the quick implementation of policies, TRT distinguished itself from 

Thai political parties of the past, especially the Democrat Party, which had long been 

known for its sluggish implementation of policies. All processes in the economy were 

slower from 1999 to 2001, especially after the financial crisis in Thailand (1999 to 

2000), as many businesses were being strictly examined by the government and had 

fewer opportunities to take out loans. Most people were ignorant of the fact the 

Democrat Party was successful in leading Thailand out of the earlier stages of the 

financial crisis. They blamed the Democrat Party for IMF involvement, even though 

those IMF measures in effect (monopolies and trade barriers) had been implemented 

by the previous government236 Moreover, the Democrat Party had a difficult time 

disseminating its policies and their outcomes. Hence, people were not well informed 

about what the party had been doing for them. The Democrat Party was seen by the 

public as “aloof from the concerns of ordinary people,”237 whereas the TRT was more 

adept at marketing and presenting itself to the masses. Thaksin recognized that the 

Democratic Party had made a mistake in not focusing on the ordinary and poor, and 

thus turned his policies towards the poor and small business people. Electorates voted 

overwhelmingly for TRT in the 2001 and 2005 elections, and the party was able to 

                                      
235 Agarian debt suspension allowed people to suspend their debt to BAAC for three years. Around 2.3 
million participated in the program. 
236 The Democratic Party was not the government that first received help from the IMF: the measures 
required by the IMF, such as monopolies and trade barriers, were already in when the Democrat Party 
came to power. Thus, the Democrat Party had to comply with measures the previous government 
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implement three of its most popular schemes (the 30-Baht Health Care scheme, the 

Village Fund program, and the Debt Moratorium) within its first year in office. 

Despite the fact that many voters were attracted to his policy platforms, 

Thaksin did not provide a clear political agenda. The TRT website, 

www.thairakthai.or.th, did not provide much detail on their pro-poor programs. In 

2003, however, during the APEC summit, TRT published a book in English about the 

party.  The first page of this book addressed the three main issues that TRT aimed to 

tackle:  the war on poverty, the war on drugs, and the war on corruption. These three 

agendas were different from those listed on TRT’s website, which contained 

primarily non-functioning links and archaic information and press releases.238 The 

book covered the three formulations of TRT policy: nation-building, the three wars, 

and the policy of the government. According to McCargo and Pathmanand,  

“There were numerous overlaps [in the three sections], contradictions 
and inconsistencies between the three main sections of the book, none 
of which corresponded to the summaries of party policy given on the 
website. It is difficult to avoid the conclusion that TRT was not 
terribly clear about its policy positions, and in this respect did not 
differ greatly from other past or present Thai political parties. The 
‘populist policies’ sounded clearer and more attractive than they were 
in reality...”239 
 

For the most part, Thaksin did not address the problem of Thais' economic hardship 

and lack of opportunity. Thus, his motive in implementing famous policy reforms was 

suspicious. He later changed his agenda from direct warfare (the three wars TRT 

                                                                                                            
implemented as suggested by IMF. The Democratic Party continued those measures, but failed to 
realize the consequence they produced for the Thai business.236 McCargo 2002: 120. 
237 Ibid., 120. 
238 McCargo and Pathmanand 2005: 91. 
239 Ibid., 91. 
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mentioned in its English version book), to populist programs. This happened only 

after Thaksin realized that the Thai poor wanted policies from which they could 

financially benefit.  

The TRT’s pro-poor populist policies did not help the extremely poor as 

significantly as they had expected (as shown in the previous chapter). Instead, the 

policies catered more toward “landless farmers, the homeless, needy students, people 

heading for bankruptcy, laborers who have been victimized by overseas job scams, 

low-income earners who lack housing and those engaged in the underground 

economy.”240 Instead of focusing their policies on the portion of the population living 

far below the poverty line, the TRT focused almost exclusively on these seven 

groups.241 In other words, the TRT was more concerned with attracting a wider vote 

base than it was with achieving results.   

 Thaksin’s goal of gaining votes from electorates by policy implementation 

was obvious from his speech in Nakhorn Sawan province on November 1, 2005. The 

speech was given after his party was not reelected in that province. He states, 

“Provinces that give us trust, we will look after those provinces 
specifically. Given that we have a limited time, those who have less 
trust in us, we will go there but we will go there later. They have to 
line up after provinces that support us first.”242     

 
 From this speech, Thaksin confirmed that he would provide less assistance to the 

provinces in which the TRT received fewer votes. Thaksin sent a clear message that 

those who did not give the TRT support would suffer from slow government 
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assistance. The speech reflected Thaksin’s thinking, which placed politics ahead of 

the duty of the government to help all citizens.243  

Moreover, the TRT asked that the poor register with the government as poor 

people. Thaksin stated that this would allow the government to more effectively help 

those in need of assistance. But by keeping track of the people on the poor people list, 

the TRT was also able to keep a record of the poor to use in elections, and to offer 

them assistance through TRT loan programs. In this way, the TRT was able to expand 

its support base. Approximately 8.2 million people registered themselves with the 

government.244  

Besides Thaksin and TRT’s motivation to help the poor and to gain vote, the 

third motivation was to use populist policies in part to shift the patron-client 

relationship from the local to the national level (see Chapter 1 for further detail on 

patron-client relationship). By implementing populist policies, Thaksin and his 

government were able to direct votes to themselves, without having to rely on local 

godfathers in each area. Phongpaichit and Baker explain this phenomenon by stating 

that Thaksin and TRT “clos[ed] down the godfathers [to] remove a source of 

competition in both business and politics. It would also shift the criteria for success in 

elections—away from local “influence”, towards membership of a national party with 

a policy agenda.”245 By dismantling the patron-client relationship on the local level, 

Thaksin and TRT also implied that in order for local godfathers to remain in power, 

they had to join the TRT.246  This third motive, to destroy local patron-client 
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relationships, centralized more power in Thaksin and the TRT. Because patron-client 

relationships were made less important, it contributed partly to the TRT’s success in 

getting an almost 61.17 percent national voter turnout in 2005.247  Most of these votes 

came from Thailand’s poorest areas where patron-client relationships had been very 

prevalent (North and Northeast regions).248 

Somkiat Pongpaiboon, a prominent academic at Rajabhat Institute Nakhon 

Ratchasima, argued in his study, “Kubduk hang hnee nai Thaksinomics” that TRT 

policies led the poor to believe that the central government and Thaksin would save 

them from debt by giving them loans.249 Previously, people had relied on local 

godfathers for financial assistance when in debt.  In this way, the TRT was able to 

further reduce the power of local godfathers while increasing its own power and 

ability to attract votes. By doing this the TRT established a loyal support base from 

people in rural areas. Somkiat calls this type of the central government “populist 

capitalist.” The term refers to a system that ties the poor to a political party by 

persuading them to continue asking for loans.250 

Thaksin and his party misled many loan receivers and debt relievers in rural 

areas to believe that the TRT government was the only avenue through which they 

could receive loans, and that if the government failed to obtain sufficient votes, those 

in need would no longer be eligible to receive loans from the government.251 Thus, 

the poor wholeheartedly supported Thaksin and the TRT because they believed it was 

their only avenue to the loans they needed.  

                                      
247 Nelson 2008: 24. 
248 Phongpaichit and Baker 2009: 89, 237. 
249 Pongpaiboon 2004:199-201. 
250 Ibid., 200. 



99 

 

All the populist policies were meant to tie Thai citizens to the TRT party, as 

people were made to believe that the TRT was their only source of loans and their 

only means of escaping poverty. In some cases, people even believed that in the case 

of the government running out of money, Thaksin, as the richest businessman in 

Thailand, would use his own money to fund the program.252 Through programs such 

as the Village Fund, the government was not only able to attract votes for them, but 

also created a system in which TRT acted as the loan giver and the people as the loan 

receiver. This relationship was significant because it created a loyalty to the party 

from people who took out loans and Thaksin. This was Thaksin and TRT’s third 

motivation in implementing the policies. Thaksin established a new kind of patron-

client relationship— loyalty not to local politicians, but to the party. 

Prior to Thaksin, vote-buying was done in a patron-client manner, in which 

local politicians gave out money to people so that those people would vote for them. 

However, under Thaksin, the patron-client relationship metamorphosed. Rural people 

"consumed" policies, such as the Village Fund, from the central government. 

Therefore these rural people were clients and the central government was the patron.  

However, Thaksin had a hidden agenda when he implemented these populist 

policies so soon after coming to power; this fourth motive was to utilize the policies 

as a cushion to prevent his imprisonment. Thaksin faced allegations that he had failed 

to report his full assets; he was discovered to have concealed assets worth around 0.6-

2.4 billion Baht ($18.2-72.7 million) in the form of money given to his cook, maid, 
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gardener, and driver.253 If convicted he would be removed from office to be sent to 

jail and forced out of politics for five years. Thaksin often argued that 12 million 

people wanted him to stay. He claimed that the voices of nine judges could never 

compare to 12 million people who voted for him.  Thaksin also stated,  

“The people want me to stay and the people know what’s right for 
Thailand. And who should I be more loyal to? The people? Or to the 
Court? I love people. I want to work for them.”254  

 

Thaksin thus implied that a conviction risked public discontent and could instigate 

protests against the court verdict. In other words, Thaksin aimed to use his popular 

support to pressure the constitutional court into exonerating him of his crimes.  

Therefore, Thaksin’s speedy implementation of populist policies can be seen as 

selfishly motivated. 

Thaksin’s fifth and last motive for implementing pro-poor populist policies 

was to strengthen his and his accomplices’ businesses so that they could experience 

the highest marginal benefit while they were in power. Thaksin and his cronies 

accrued large amounts of money through policies that claimed to serve the poor. 

According to the Public Choice Theory, politicians often implement policies in order 

to remain in power and conceal their purpose of joining politics to look for profits.255 

In Thailand, previously wealthy families had not openly aligned with political parties; 

instead, they had preferred to control political parties from behind the scene.256 

 However, by implementing pro-poor populist policies, Thaksin and his cronies 

                                      
253 Phongpaichit and Baker 2003:7. 
254 Time, Asia edition, August 13, 2001, 19; Phongpaichit and Baker 2003:7. 
255 Buchanan and Tallock 1965: 6. Buchanan 2003; Phongpaichit and Baker 2003:4. 
256 Phongpaichit 2006. 
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introduced a new system to Thailand, a system called “big business-politics” in which 

major business families enter politics in order to gain control over the government 

and give concessions to their families’ companies.  Thaksin and his business cronies 

utilized populist policies as tools to achieve their own ends, to hide their corrupt acts, 

and to strengthen his and his accomplices’ businesses. As a result, they expanded 

their profits and experienced the highest marginal benefit while they were in power. 

As mentioned earlier, the 1997 East Asian financial crisis increased the 

number of businesspeople who participated in the political arena. Many big business 

families had ties with TRT, for example, Wirachai Wiramethikun257, Adisai 

Bhodaramik258, Thanong Bidaya259, Chatri Sophonpanich260, Wirachai. Anant 

Asvabhokin261, and Pracha Maleenont262.263 In 2001, the combined assets of these 

families were 400,000 million Baht ($1.2 trillion), or 49.3 percent of the total national 

expenditure, and they had total assets and cash worth of 500,000 million Baht ($1.5 

trillion).264 After the election of the TRT, these people held important posts in 

Thaksin’s cabinets. After the adjustment of the 2002 cabinet265, the cabinet posts 

could be categorized into six main business groups:  telecommunication companies 

(Thaksin’s own companies and Adisai Bhodaramik’s Jasmine Group), auto parts 

(Suriya Jungrungruangkit’s Summit), entertainment industry (Pracha Maleenont 

(BEC World Channel 3), agricultural industries (CP), construction companies (Snoh 

                                      
257 Wirachai Wiramethikun, one of the founding members of TRT, is the CP’s CEO’s son-in-law 
258 Adisai Bhodaramik is the head of Jasmine Company (big telecommunication company) 
259 Thanong Bidaya was an executive at Thai Military Bank (TMB) 
260 Chatri Sophonpanich was the head of Bangkok Bank 
261 Wirachai. Anant Asvabhokin is the head of the property developer (Land and Houses Group). 
262 Pracha Maleenont is an entertainment tycoon (Channel 3). 
263 Phongpaichit and Baker 2009: 70. 
264 Rattapong Sobsuparb.  Thaksin Model.  
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Thientong, Somsak Thepsuthin, Suwat Liptapanlop), and land and properties (Sudarat 

Keyurapan, Surakiat Sathirathai, Pinit Charusombat).266 Among these groups, 

telecommunication business was the most important for the TRT. As 

telecommunication did not suffer the same severe losses as other groups after the 

1997 crisis, it was more stable than any other business groups. After the 1997 East 

Asian financial crisis, these business groups recognized the importance of having 

power in the central government to direct policies towards their own interests and to 

protect their businesses’ profits. Previously, big business families had made it less 

clear which parties they supported. Phongpaichit and Baker clearly emphasize that 

Thaksin’s rise to power was associated with big business families and was “a logical 

extension of Thailand’s business-dominated “money politics” but also a dramatic 

change in scale. It brought some of the wealthiest elements of domestic capital into 

the seat of power. It replaced “money politics” with “big money politics.”267  

Thaksin and his main party members also implemented policies that put an 

emphasis on big businesses associated specifically with Thaksin and the TRT, such as 

Megaproject, a policy that emphasized building infrastructure. TRT clearly expressed 

the need to develop Small and Medium Enterprises (SMEs) and helped the poor to set 

up their own businesses and enterprises. Yet, Thaksin's other motive in doing this was 

to create a means by which big business enterprises could benefit from implementing 

                                                                                                            
265 The cabinet was constantly changed, in order to allow all people, mainly those from big business 
families and those who had special ties with Thaksin to rotate power. 
266 Adisai Bhotaramik became the Minister of Commerce, Suriya Jungrungruangkit became TRT’s 
secretary general and Minister of Transport, Pracha Maleenont became  Deputer Interior Minister, 
Wattana Muangsuk became Deputy Commerce Minister, Snoh Thienthong’s wife became Minister of 
Cultural, Suwat Liptapanlop became Minister of Labor (constuction business in Nakorn Ratchasrima , 
the biggest city in Thailand), Sudarat Keyuraphan became Minister of Health, and Pinit Jaroosombat 
became Minister of Science and Technology. Phongpaichit 2004: 113. 
267 Phongpaichit and Baker 2009: 196. 
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policies that “…extended across the size range and was especially focused on some 

of the big enterprise groups associated with TRT.”268 A great example is Thaksin’s 

family's business; after he became Prime Minister, Thaksin’s companies such as Shin 

Corporation’s, AIS’s, and Satellite’s value went up by approximately 2.5 times, while 

Ucom, AIS’s main competitor, stayed at almost the same level.269 Moreover, 

Megaproject allowed Thaksin’s cronies to benefit from policies he implemented by 

having them receive concessions for projects.270 Therefore, Thaksin and his party 

employed populist policies as a tool to persuade the poor that they were doing 

everything for the poor, while at the same time, Thaksin and TRT made use of 

policies that they implemented to conceal their corrupted acts. Siamwalla and 

Chitsuchon make a good point when they state, “while the populist policies were 

targeted at the poor, the funds spent on them was rather small, compared to those he 

spent for the rich through policies, such as the management of NPL of TAMC, and 

Megaprojects, such as new airport, roads, electricity, and mass communication.”271 

Thaksin spent a total of around 155,000 million Baht ($ 4.69 billion) on all his pro-

poor policies.272 Meanwhile, the money spent on the Megaproject and Vayupak 

projects (for stock market) to accelerate the economy through programs, such as 

infrastructure building and mass communication totaled 358,000 million Baht ($10.8 

billion).273 The discrepancy between the two categories is significant—

                                      
268 Phongpaichit and Baker 2009: 113. 
269 Ibid.,224. 
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comparatively, Thaksin contributed almost nothing to pro-poor policies.274 Thus, 

Thaksin's claim that he was dedicated to the poor was not entirely accurate.  

An example of a policy designed to direct funds to Thaksin's cronies was the 

proposal to turn Thailand into the Detroit of Asia275, a Megaproject program. 

Thaksin’s cabinet member, Suriya Jungrungreangkit, benefited greatly from the 

program because of his family’s business deals with auto parts.276 Moreover, 

Panthongtae Shinawatra, Thaksin’s son, owns an advertising agency, which won a 

concession worth 90 million baht ($2.7 million) for the subway system constructed 

while Thaksin was in power.277 Companies that had ties to the TRT inner circle 

clearly benefited from TRT’s policies, while many in the outside circle suffered from 

the policies.278  

Along with the direct commissions given to businesses associated with 

Thaksin while the TRT was in power, businesses also benefited directly from the 

implementation of pro-poor policies, as many people who received loans, grants, and 

funding from the government tended to use money for consumption purposes, 

especially for cell phones, satellites, and cars. Although these items are helpful to the 

poor for transportation and communication purposes, most of the products belonged 

to Thaksin’s companies or the companies of his cronies. The buying created a cycle 

in which Thaksin gave out government money (tax revenue) to the poor through his 

policies and the poor then used that money to buy the products his companies sold. 
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Thus, everyone's tax money was being used to fund Thaksin and his cronies’ 

companies indirectly. In other words, Thaksin and his cronies accrued large amounts 

of money through policies that claimed to serve the poor.   

 To further prove that Thaksin’s main motivation in implementing policies was 

not solely to help the poor, the three policies examined in Chapter 2 will be discussed 

in greater detail to analyze the real motivation of Thaksin and TRT in implementing 

pro-poor policies. In Chapter 2, the analysis shows that all three pro-poor programs 

produced more negative effects than positive ones. Thus, it is important to revisit the 

question of why Thaksin and TRT allowed the programs to persist when they did 

more harm to the people.  

 

The 30-Baht Health Care scheme 
 

Many academicians and health personnel argued that the 30-Baht Health Care 

scheme would be too costly to finance and implement effectively, but Thaksin turned 

a deaf ear to these warnings and continued to advocate the scheme.279 Many 

physicians such as Kriangsak Watcharanukulkiat, M.D., director of Phukradueng 

Hospital in Loey province, warned the government that the 30-Baht Health Care 

scheme might be harmful to hospitals in rural areas because the program did not 

provide enough funding for such hospitals to operate.280 Even before the 30-Baht 

Health Care program was implemented, hospitals in rural areas received less adequate 

government funding than hospitals in cities. Kriangsak Watcharanukulkiat,M.D  
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further warned the government that the 30-Baht Health Care scheme’s low capitation 

rate would exacerbate the troubled financial situation of hospitals in rural areas.281 

Jon Ungpakorn, a former Thai senator who was in charge of the human development 

committee, also argued that the 30-Baht Health Care program was not sufficiently 

planned or organized.282 The TRT had attempted to put the whole program together in 

just a few years. Countries like the United Kingdom (UK) spent more than 60 years 

on their health care program, and the UK government still had to make periodic 

adjustments to the program. In 2002, Senator Ungpakorn suggested that the 

government should restrict the 30-Baht Health Care scheme to the poor because the 

program was not yet ready to provide services to all Thai citizens.283   Despite these 

warnings, Thaksin continued his rhetoric that the poor should, like the rich, be able to 

receive quality medical treatment. Some health professionals and academics argue 

that Thaksin ignored the warnings simply because Universal Health Care Coverage 

was the most popular amongst all schemes he proposed.284 This scheme brought him 

invaluable support and allowed him to stay in power for a long time.285   

Thaksin believed that the 30-Baht Health Care scheme would attract many 

voters due to its ability to ease the financial burdens imposed by medical bills. 

Thaksin argues that  

“[the 30 Baht Health Care Scheme] was picked up because it was seen 
as legitimate, feasible under the existing public health infrastructure 
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and fiscal capacity, and also congruent with the reform intention of the 
political party.”286  

 

Thaksin announced his belief that all Thais are born equal, and that all should have 

equal access to health care. He stated that  

“All government policies must respect this [health care access], while 
aiming to reduce people’s expenses and increase their incomes to 
improve their quality of life.”287  

 
While Thaksin acknowledged that the 30-Baht Health Care reform had flaws, such as 

an inadequate budget, an insufficient supply of medical resources, a lack of 

physicians and health personnel, and a failure to provide quality treatments, he 

insisted on implementing the policy. This indicated that Thaksin was more 

concentrated on propaganda than the negative effects his policies could have on the 

Thai people. Ammar Siamwalla, a prominent economist in Thailand, supported the 

claim that Thaksin and TRT implemented the 30-Baht Health Care program to get 

supports from voters and argued that the government enacted the reforms too fast 

without making sure that the programs would be effective, and did so simply to 

attract votes.288  

 

The Village Fund Program 
 

Thaksin and his party implemented the Village Fund program as soon as they 

were elected in 2001, without sufficiently planning on how the funds would be spent 
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by borrowers, or if the borrowers would be able to pay back the money. The 

government spent approximately 80,000 million Baht on the scheme by distributing 

this budget to about 80,000 participating villages and communities nationwide (one 

million Baht to each village and community). The money was distributed 

indiscriminately. The government gave the loans to almost all villages and 

communities that applied for them, though not to villages that did not pass the loan 

criteria. Villages and communities that failed to obtain loans ended up copying the 

loan application form from nearby villages and resubmitting the form.289 

Additionally, the government did not have a specific agency to oversee the program. 

As Chandoevwit and Ashakul argue, the Village Fund program was designed 

exclusively to capture votes, so the government did not establish an agency to oversee 

the distribution of loans. The lack of an agency meant both central and local 

government officials were unable to monitor investment plans. Although the program 

clearly had many flaws, Thaksin and the TRT believed it was too valuable to cancel, 

and thus continued to highlight its benefits during the election campaign in 2005. 

The Village Fund program was highly popular in the North and Northeast 

areas, from which 197 of TRT’s 310 constituency MPs came.290 In 2004, Thaksin 

promised a follow-up of the Village Fund program.  Many academics attacked 

Thaksin for this plan, calling it an “electoral ploy.”291 Thaksin was confident that the 

Village Fund program would be so popular that it could attract support from people in 

rural areas, and claimed that if the government demolished the program, villagers 
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nationwide would protest.292 Thaksin knew that the program was highly popular and 

that if he cancelled it, those residing in rural areas would lash out. In 2005, TRT 

received 71 of 76 seats in the North, and 126 of 136 seats in the Northeast area; these 

were the two regions in which the highest proportion of villages received loans from 

the Village Fund program.293 

The TRT utilized the Village Fund program as an indirect form of vote-

buying. Many people who received funds became loyal to the party and felt obliged 

to for the TRT.294 In rural Thai culture, when someone gives something to a family, 

the family returns the gift. Similarly, in the case of an election, the party that gives 

the most money to the family will receive the most votes from that household.295 As a 

result, the TRT was able to capture votes from most rural areas, where they took more 

than 277 seats from the Central, North, and Northeast region in 2005.296  

 

The OTOP program 
  
Despite its potential, the OTOP program was not as successful as people 

expected it to be. Instead, the program offered more benefits to producers that the 

government handpicked than to those in rural areas who participated in the program. 

The distribution of loans also was not well designed. The government implemented 

the OTOP program to help small businesses become more financially viable and able 

to expand, while falsely portraying itself as interested in helping the rural poor out of 
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difficult economic circumstances. The method that the TRT government used to allot 

loans is proof that the party was not truly interested in helping the poor. The quantity 

of the loans to participants was based on the quality (number of stars given) of the 

participant's products. This shows that the OTOP program was in fact intended only 

to help the TRT establish its “political brandname,” thus attracting voters to the 

party.297 Under the OTOP scheme, the TRT was able to attract already-existent small 

business enterprises. Thus, the OTOP program, like the 30-Baht Health Care scheme 

and the Village Fund program, did not truly serve the extremely poor—those who 

lived under the poverty line. The TRT considered those voters to be locked in and 

wanted to court new swing-voters.  McCargo and Pathmanand argue that the OTOP 

program was designed to attract votes from “new networks of local support,” which 

were mainly people in the small business network.298 In other words, the OTOP 

program was implemented to gain a broader base of support for the party. 

 

Conclusion 
 

Thaksin’s motivations for implementing populist schemes were to help the 

poor, gain votes, to break down the local patron-client relationship, to give himself 

political immunity, and to garner profits for himself and his cronies. As analyses on 

the 30-Baht Health Care scheme, the Village Fund program, and the OTOP program 

have shown, Thaksin’s main motivation in implementing the three policies was not 

for helping the poor escaping poverty, but mainly for Thaksin and his party to get 
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votes. Most voters, especially those at the grassroots level, failed to realize some of 

the negative outcomes of the policies Thaksin implemented, and voted Thaksin and 

his TRT party into the parliament in 2005. Thaksin's populist policies encouraged 

villagers and the poor to rely on the government, which would provide them with the 

money they needed to escape poverty.299 The success of Thaksin and the TRT can be 

attributed to populist policies that made people, especially in rural areas, believe that 

the TRT would give them access to new opportunities and assistance. Although, 

glaring ramification of his implemented policy was the fact that the loans, subsidies, 

and the subsequent increase in people's quality of life means that they can afford 

some luxury products such as cell phones and since Thaksin own telecommunication 

companies, he has practically laundered the public tax money into his own. These 

policy programs allowed people to feel more closely connected to the state and the 

central government than ever before. It is likely this feeling of increased participation 

in the government contributes to the Thaksin’s popularity today, despite the fact that 

his policies have not been successful. 
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Chapter Four 

Recommendations:  
the 30-Baht Health Care scheme, the Village Fund program, and the OTOP program 
 

 

This chapter will provide recommendations for improving the three pro-poor 

programs that Thaksin and his party implemented while they were in power. These 

programs had the potential to succeed in helping the poor improve their lives, had 

they been designed and implemented correctly. Since the coup in 2006 that ousted 

Thaksin and his party, successive governments have continued to implement his 

policies, including the 30-Baht Health Care scheme (without the co-payment system), 

the Village Fund program, and the OTOP program. These programs will affect Thai 

society for some time to come, so it is vital to look back at the impact that they had, 

and to examine what future changes could be helpful. 

Recommendations for each program are discussed accordingly. Suggestions 

for the 30-Baht Health Care scheme will focus on the financing of the program and 

the improvement of health care services.  Recommendations for the Village Fund 

Program address the distribution of loans and the organization of the program to 

improve program operation. The Grameen Bank and other microcredit 

programs provide a basis for my recommendations. Lastly, this chapter argues for a 

general reorganization on the OTOP program and for more intensive training and 

education of participants within the program. 
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The 30-Baht Health Care scheme 
  

Recommendations 
 

The 30-Baht Health Care scheme could have improved the lives of Thai 

citizens had it been better planned. The government rushed its decision to implement 

the program without considering potential consequences of drastic change. The 

program attracted much attention, but it was largely ineffective. Many patients failed 

to receive appropriate treatment for their symptoms (as in the case of Wanlop 

Wongwianma, mentioned earlier in the pro-poor policies chapter). For the health care 

program to become successful, five changes are imperative: the establishment of a 

medical savings account, reinvesting revenue from sin taxes onto the program, 

development of policies to attract more doctors and health personnel, enforcement of 

set quality standards, and the establishment of an effective operation management 

system.300 This section will lay out how these changes might be implemented. 

The government neglected to allocate enough funding for the scheme. It had 

failed to cover treatment costs and to support hospitals and clinics in terms of 

funding. From 2002 to 2006, even after the program had already begun, the 

government continued to allocate increasing amounts of money to the program but 

funds were still insufficient. The amount provided was lower than the expected 

capitation rate because the government had fiscal constraints. This shortage partly 

resulted from other government programs, such as the SME loan program, the Village 
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Fund program, and Homes for the Poor, all of which required serious capital 

commitments.301  

To address the problem of the underfunding of the 30-Baht Health Care 

scheme, as an alternative to its current capitation cost model, the government should 

consider using the model used by Singapore to provide health care to its citizens. 

“The medical saving account” in Singapore requires each income earner to save part 

of his or her income in a special fund created by the government for medical care. 

The account is called “Medisave,” and each person has his or her own individual 

account. This account can be used to pay the medical bills when the person becomes 

ill.302 The World Bank has endorsed this method for developing countries, as it 

allows people who can afford health care services to pay for themselves.303 This fund 

could sufficiently reduce the number of citizens dependent on government programs, 

thus enabling the government to focus on those who cannot afford to pay for their 

own medical expenses. This type of health care program can be categorized as a 

“targeted” (to the poor) program. Although the “targeted” health care program can 

help ease the problem of inadequate funding, the program has its own flaws and may 

result in negative consequences. Some notable negative consequences of the 

“targeted” program include: the exclusion of the needy, increased stigmatization of 

the poor, high administrative costs, the invasion of privacy (as people do not want to 

be identified as “poor,”) the possibility of corruption of those who are not poor but 
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want to be included in the program, and the difficulty to sustain quality and adequate 

funding.304  

Thailand should combine targeted health care coverage for the poor with 

medical savings accounts. The government should continue providing health care 

coverage for those who cannot afford to contribute part of their income to such an 

account without taking a co-payment of 30- Baht. According to the National Health 

Security Office (NHSO) figures, the 30-Baht Health Care scheme cost around 1.07 

billion Baht ($324 million), or two percent of the total budget of the 30-Baht health 

care scheme, for bookkeeping.305 Hence, the 30-Baht fee does not provide enough 

money to cover the cost of processing the co-payment. Vittayakorn Chiangkul 

suggests that the government should provide the 30-Baht Health Care scheme only to 

the poorest 40-50% of population, while the richest 50-60% should participate in the 

“medical saving account.”306 This could significantly reduce costs and ensure that the 

program benefits those who need it most.  

Tax revenues could be another source of funding for the revised two-track 

health care program proposed in this chapter. This health care program will be called 

the “two-track” program in this chapter. In 2005, total revenue from taxes on tobacco 

and alcohol amounted to around 85.7 billion Baht ($2.6 billion) (note that all $ refers 

to US dollar at the 2010 exchange rate of 33 Baht per $1).307 The total expenditure of 

the 30-Baht program was around 102 billion Baht ($3.1 billion), while the amount of 

money that the government allocated for the program was around (71 billion Baht or 
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$2.1 billion).308 Thus, the difference between the total expenditure of the 30-Baht 

Health Care scheme and the amount of money that the government allocated was 

around 31 billion Baht ($940 million).309 Therefore, if the government were to tax 

tobacco and alcohol 40 percent more (34.28 Billion Baht or $1.01 billion), it could 

have covered the total expenditure of the 30-Baht Health Care scheme. According to 

surveys and interviews with academicians and health personnel reported in 

[Pannarunothai et al. (2004)], many people believe that the government should 

consider using sin taxes on tobacco and alcohol because they regarded such products 

as harmful to human health.310 As Chandoevwit’s studies show, however, although 

sin taxes on tobacco and alcohol could help support the 30-Baht Health Care scheme 

(which covered around 50 million people), the consumption of tobacco and alcohol 

might decrease. Nevertheless, if the government were to restrict health care coverage 

to people who cannot afford the “medical saving account,” the amount of money rose 

from the sin tax on tobacco and alcohol would be adequate to fund the program.311  

The low quality of health care provided by the 30-Baht Health Care scheme is 

another key concern that needs to be addressed. Government-related health offices 

should increase the number of health professionals in areas where they are lacking by 

creating incentives for doctors and health professionals to work in those areas. 

Incentives can include salary and benefit increases for health care employees working 

                                      
308 Chandoevewit 2005: 18. 
309 Ibid., 16-17. 
310 Pannarunothai et al. 2004: 24. 
311 The estimated cost of the health care program is around 109,469 million Baht, which Chandoevwit 
calculated in her study (2005).  It can thus be estimated that the amount of money the government still 
needs to pay after deducting the funding for the health care scheme  provided by the government 
(75,706 million Baht)will be around 33,763 million Baht, the same amount as revenue for sin taxes on 
tobacco and alcohol if the sin taxes were to rise by 40 percent. 
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in underserved communities. These incentives would help bring more doctors and 

health professionals to the market, as well as encourage them to stay longer in rural 

areas.  

The government should also set a required standard of quality in the scheme 

so that participating hospitals and clinics can follow defined policies and maintain a 

level of quality. In order to make this possible, the government needs to set up an 

agency that is responsible for hospital quality control.  

Another problem that the government should address is the inability of public 

clinics and hospitals in the scheme to provide the same quality of treatment as private 

hospitals. The government should encourage/mandate private hospitals to participate 

in the program to ease the burden that public hospitals and clinics have to undertake. 

One way that the government could persuade private hospitals to participate in the 

health care scheme provided for the poor would be to increase the capitation rate per 

person. This would impel private hospitals to participate in the program. The payment 

of capitation rate to hospitals is dependent on the number of patients registered, 

which means that hospitals will receive a fixed lump sum subsidy. An increase in this 

capitation rate translates into a higher budget, thus making the program more 

compelling to the hospitals. Tangcharoensathien indicates that this capitation rate 

should be between 2,000 and 2,129 Baht ($60.6-64.5).312 By increasing the capitation 

rate to 2,129 Baht, the government would need to raise around 109,469 million Baht 

($3.3 billion) to fund the whole program. The government, however, had only 
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planned to provide 75,706 million Baht ($2.3 billion).313 Thus, the government would 

need extra funding of 33,763 million Baht ($1 billion). This means the revenue from 

sin taxes on tobacco and alcohol increased by 40 percent would be able to cover the 

cost of the program.  

The inadequate number of doctors and health professionals in Thailand has 

been a problem throughout the country’s health care history. Currently (2010), there 

are only twelve medical schools in Thailand.314 Thailand produces only a small 

number of physicians, around 1,200, every year. Currently, Thailand has 22.651 

doctors; the ratio of doctors to the total population is 1:2,778, which is not sufficient 

for the whole population. On the other hand, the ratio of doctors to the total 

population in the United States is 1:390, and 1:1,400 in Malaysia.315 To address the 

problem, the government should contribute revenue to subsidize universities so that 

they can accommodate more medical students. It takes students approximately six 

years of study to become doctors. Thus, the effects of increased funding for medical 

schools will not be seen for a few years, but as the number of physicians in Thailand 

continues to fall below the optimal number, it is a necessary investment. According to 

the Ministry of Public Health, Thailand currently needs an additional 16,000 

physicians to be able to provide sufficient treatment to the whole population of 

Thailand.316 To reach this number, the government should also help fund a few top 

                                      
313 Chandoevewit 2005: 16. 
314 Directory of medical schools in Thailand. < http://www.iime.org/database/asia/thailand.htm> 
315 “The Patients per Doctor Map of the World.” October 17, 2007. 
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316 Currently, Thailand has 22,651 doctors and the ratio of doctors to the total population is 1:2,778. 
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Thailand. “More Doctors and Nurses to be Produced to Ease Shortage.” 6 January 2009. < 
http://thailand.prd.go.th/view_inside.php?id=4024>. 
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medical schools such as Siriraj, Mahidol, and Chulalongkorn University to take more 

medical students. While these schools usually take around 100 students a year, the 

number should increase. This consolidation method will work better than the 

fragmentation method, in which the government funds universities to open up 

medical schools, as it will cost more and the quality of facilities and education 

provided are not guaranteed.  By increasing the number of physicians and health-care 

personnel, the proposed “two- track” health care program in Thailand would be more 

sustainable and more people would be able to receive sufficient health care services, 

even in remote areas. 

Given the lack of health-care personnel in rural areas, the government should 

implement a program to help students from these poor communities become doctors, 

nurses, and health-related personnel, on the condition that they have to go back to 

their hometowns to work after graduating from medical school. These people should 

also be trained at provincial hospitals so that they can remain in the areas where they 

are from. As Chomitz et al.’s study shows, in order to attract doctors to rural or 

remote areas, the government should increase incentives for doctors to serve in 

remote areas by picking medical students from remote areas and helping to pay for 

their medical school tuition fees.317 They should also be discouraged from migrating 

to Bangkok or other big cities. The government’s policy of three-year compulsory 

public service for newly graduated doctors, nurses, and health personnel to work in 

rural areas for three years is quite effective318 and the government should increase 

                                      
317 Chomitz et al. 1998: 25-26. 
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financial incentives for the program so that more graduates participate. These 

financial incentives should include higher allowances (i.e. stipends) and better 

compensation, such as overtime payment and hardship support payments. Stipends 

should be paid more to doctors who practice medicine in remote areas than cities. To 

avoid the three year compulsory public services, some graduates pay fines to the 

government. The government, thus, should not allow students to pay fines. Although 

the fine is quite high (around 20 million Baht or $610,000), many people choose to 

pay the fine and do not participate in the three-year compulsory program. 

Another way that the government could improve the quality of medical 

treatment is by expanding the primary care system, a provision of health services that 

provides health education, disease prevention, and assessment and treatment of 

chronic health problems, which already exists and is highly successful in Thailand.319 

The International Labour Organization believes that primary care is “a key strategy 

for overall systems efficiency and better quality.”320 Primary care services should be 

provided at all sub-districts nationwide, especially in rural areas where it is difficult 

to access clinics and hospitals. All primary care centers should have full-time 

physicians and health care personnel. People would have greater access to health care 

services and would not be stuck at hospitals waiting for treatment. In the past, 

Thailand has launched many successful primary care projects, including the 1978 

Rural Primary Health Care Expansion project.321 The government should expand the 

                                                                                                            
years. The program has been put into effect since 1971. This program was later applied to nurses and 
other health personnel. McGuire 2010: 19. 
319 State of Alaska Health and Social services. “Primary Health Care Services.” July 2007. 
<http://www.hss.state.ak.us/primarycare/assets/definition.pdf>. 
320 Sakunpanich: 26. 
321 Heaver and Kachondam 2002: 5 
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Rural Primary Health Care Expansion project to areas where it has not existed 

because it allows the government to not only improve the quality of health care, but 

also to increase the number of health personnel in rural areas. The Rural Primary 

Health Care Expansion project recruits and trains villager volunteers for a few days 

up to a few weeks. After the training period, these volunteers are assigned to work in 

local community health service areas to assist health personnel. These volunteer 

villagers’ main tasks are to promote family planning, and to provide education on 

disease control, nutrition, immunization.322 The project attracted around 1,900 

volunteers in 1977, and reached a maximum of 43,000 volunteers in 1986.323 The 

expansion of this project could ease the health personnel shortage problem, and 

concurrently improve the quality of rural life. 

The most important way in which the government could address health care 

issues in Thailand, with or without the 30-Baht Heath Care scheme, is for the 

Ministry of Public Health to educate people on healthy living. Even simple 

educational efforts, such as teaching Thai citizens to sterilize their drinking water by 

boiling it, would help prevent a large number of people from falling ill. Previous 

governments in Thailand have tried to solve health care problems and have managed 

to make some improvements: from 1960 to 1975, infant mortality rates experienced a 

moderate annual average decline of 3.4 percent and the infant mortality rate 

continued to drop quite significantly from 1975 to 2005.324 By 2005, Thailand had an 

infant mortality rate of 7.7 per 1000.325 This infant mortality rate was lower than 15 
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states in the United States.326 The decrease in infant mortality rate in Thailand can be 

explained by more people having access to health services through programs such as 

the Rural Primary Health Care Expansion. However, TRT focused so heavily on 

reducing medical costs and expanding coverage that they failed to pay attention to the 

quality of services and medicines.  The program was clearly short-sighted, intending 

to reap the benefits of attracting votes (see motivation chapter.)327 Other sectors must 

also help educate people, especially those individuals who reside in remote areas. 

Education can undeniably help in the long-run. Cost is only one part of the picture.   

 The most pressing issue of the 30-Baht Health Care scheme is the lack of 

viable funding for the program. Because of inadequate funds, many problems, such as 

low-quality treatments, occurred. The main focus of the government should now be 

finding ways to finance the program and making it more sustainable for the future. If 

this problem is addressed, then the future of Thailand’s health care will be bright. The 

30-Baht Health Care scheme on the individual coverage helped the poor afford 

services that previously were only available for the wealthy, but the reduction in 

health-care costs made some people worse off; some people even died from being in 

the 30-Baht Health Care scheme because they did not receive medicines that were 

suitable for their symptoms.328 Thus, it is equally important for the government to pay 

attention to the quality of the health care in addition to the programs economic 

solvency. 
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The Village Fund Program 
 

 
 The Village Fund program was launched in 2001 by Prime Minister Thaksin 

Shinawatra. The program is based on the Grameen Bank and other microfinance 

programs and is well known for increasing access to credit for the poor. However, 

unintended detrimental effects, such as rising household debt, have offset the positive 

effects of the program. As mentioned earlier, the Village Fund program could be a 

successful program if it were reorganized and implemented with more concrete and 

systematic structure. Recommendations for the program will be given by comparing 

and contrasting the Grameen Bank and other microfinance programs with the Village 

Fund program. One issue that prevented the Village Fund program from becoming as 

successful as the Grameen Bank was the program's lending process. Thus, 

recommendations will focus on how the Village Fund could better distribute money 

to the poor. Given that subsequent governments (Samak Sundaravej’s, Somchai 

Wongsawat’s, and Abhisit Vejjajiva’s) implemented programs similar to the Village 

Fund program (under new names and with some minor changes), it is vital that we 

study the causes of the program's failure so that future governments will not 

encounter similar problems. 

 
Description of the Grameen Bank 
 

The Grameen Bank329 is a prominent microfinance program in Bangladesh.330 

It attempts to reduce poverty by lending small sums without collateral, mainly to 
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women who live in impoverished conditions. The theory behind the program is that 

by taking loans, borrowers will be able to increase their income and reduce their 

economic vulnerabilities through self-employment and income-generating activities.  

The Grameen Bank uses land ownership to determine program eligibility, 

assuring that only the truly needy participate in the program. The program encourages 

people, mainly women, to apply for loans in groups of five to six people. The bank 

requires group members to have similar economic backgrounds and confidence in 

each other to repay loans. Additionally, only one member per household can 

participate in the program. Once groups are established, a chairperson is elected. The 

chair’s main responsibility is to collect the payments from members and return them 

to the Bank.  

In order to help the Bank achieved a high repayment rate from borrowers, 

group loans and public repayment sessions ensure that loan collectors will not steal 

the payment, as borrowers will witness the repayment process of other borrowers in 

public weekly meetings. In February 2010, the repayment rate of the Grameen Bank 

was around 96.55 percent.331 

Borrowers are also required to save a part of their loans by depositing a fixed 

amount in a group fund each week. Group funds are managed by the members of the 

groups themselves.  Group funds can be used for many purposes, including as money 

towards children’s education or for immediate relief to disasters (e.g. flooding).332  
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The Bank also requires its members to learn the program’s rules and 

regulations, particularly the “Sixteen Decisions.” These rules and regulations 

encourage borrowers to improve their lives by caring for the environment, keeping 

their children clean, drinking water from tube-wells, and making other productive 

changes in lifestyle.333 

The Grameen Bank has effectively reduced poverty and improved the living 

conditions of the poor in Bangladesh. According to the World Bank’s data, 

participation in the Grameen Bank helped raise total profits by 226 percent, mainly 

due to non-credit factors. The World Bank also reports that households with fewer 

assets benefit more from non- credit program like the “Sixteen Decisions” in their 

households.334  

 
Recommendations 

  

As shown above, the Grameen Bank and the Village Fund programs are different, 

especially in the way loans are distributed to borrowers. While the Grameen Bank has 

strict rules and regulations for borrowers, the Village Fund program had very few. 

The Village Fund program was poorly planned, which caused problems, such as an 

increased number of loan sharks, increased household debt, and the misuse of loans 

borrowers received. In order to address these problems, it is important to examine 

successful microfinance programs, especially the Grameen Bank. Recommendations 

will assess the structure the program, group lending, development and educational 

programs, higher interest rate, training, processes in handing out loans, and savings. 
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 Several microfinance programs that have been successful are the Grameen 

Bank, ACCION “solidarity” lending program,335 and the Unit Desa program of 

Indonesia.336 These programs emphasize three points that help microfinance 

programs become successful: group lending, high interest rates, and the 

encouragement of savings.337 These three factors will be observed closely and further 

recommendation will be discussed on other factors such as development and 

educational programs, training, and process in handing out loans. The following 

recommendations are designed partly based on the recommendations provided by Jha 

(2000). 

The organization of the Village Fund program should be restructured to make 

the program function better. The recommendations on the restructuring of the 

program are based on the Grameen Bank and Jha’s “Lending to the Poor: Designs for 

Credits” (2001). Strict guidelines at the national level for deciding who is eligible for 

loans should be put in place. The Village Fund program did not have strict guidelines 

and distributed loans to each village, and each village distributed the loans as it 

deemed fit. This process created a problem in the Village Fund program because the 

majority of people who received loans were not below the poverty line. Instead, they 

were the people with connections to members of the village’s loan committee. These 

people also tended to receive higher loans than other borrowers who did not have any 

                                                                                                            
334 Information for the whole paragraph. Dowla and Barua 2006: 51.  
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services. It had high lending interest rates (around 21.1 percent in 1994). Jacob, Yaron. “Optimal 
Interest Rates and Subsidy Dependence in Microfinance: Lessons from the BRI-Unit Desa, Indonesia.” 
< http://www.gdrc.org/icm/country/unit-desa.html>. 
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connections to the loan committee (refer to the Village Fund program in the Pro-poor 

policies chapter). Guidelines for stipulating how loans should be spent and repaid 

should also be provided.  

The government should create a Village Fund Division, and set up small 

branches in all provinces across Thailand to oversee the distribution of loans and 

assist participants. All groups should be compliant with certain government-mandated 

conditions in order to qualify for the state's one-million-Baht loans. The program 

should also require weekly meetings for all groups to discuss any concerns or issues 

with government officials.  

The Village Fund program should adopt a group-lending component to 

improve results.  It helps to cut down transaction and borrowers’ cost (such as 

collateral registration cost).338 Because group lending is most effective when groups 

are small and homogenous,339 the Village Fund should restrict the group size to small, 

from around 5 to no more than 10 people per group.340 Jha indicates that most failures 

in microcredit programs are associated with the size of groups; issues arise when 

groups are too big and people in the groups come from different economic 

backgrounds.341 Within these groups, frequent weekly meetings should be hosted, and 

documentation should be provided.342 Moreover, group members should possess the 

ability to deny members who default on their loans the ability to apply for credit in 

the future.  It is also vital that members have a bond with one another and set up 

                                                                                                            
337 Jha 2000: 606-9 and CGAP 1995. 
338 Jha 2000: 607. 
339 Ibid., 607. 
340 Ibid., 607. 
341 Ibid., 607. 
342 Ibid., 607. 
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informal networks within their villages or communities.343 Unlike the Grameen Bank, 

the Village Fund program did not require group members to be of similar economic 

status. In order to prevent people from exerting too much influence over a group, the 

Grameen Bank requires that only one member of each household be eligible for 

taking out loans.  The Village Fund program, on the other hand, did not limit the 

number of people from the same household that could obtain loans, which led to an 

unequal distribution of loans. 

Meeting attendance rate must also be high.344 Even after they receive loans, 

each group must continue to provide the government and 

local program officials with evidence of their income and ability to repay loans. 

Groups that fail to comply with this rule will be punished by receiving fewer loans 

when they reapply. Each group must submit plans for using loans, and work with 

Village Fund local officials and banks to set up a date for repayment. Before 

obtaining loans, each member must receive training on how to manage loans and 

utilize banking procedures. Members should also receive training in the program's 

rules and regulations. The amount of loans should be limited to around 20,000 to 

50,000 Baht (same amount stipulated in the Village Fund program during the Thaksin 

era), depending on the purpose of the loan. Each group should be required to submit 

an evaluation form that addresses the problems and limitations that the group faces. 

Groups should also offer suggestions to the program in these evaluations.  

The Village Fund program should also consider incorporating an educational 

program that encourages the poor to improve their quality of life. According to 
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129 

 

Mysore Resettlement and Development Agency (MYRADA), an NGO in Southern 

India that deals extensively with savings and credit, microfinance programs should 

take advantage of group lending by posting rules that groups and members must 

follow in order to be eligible for loans.345 These rules should include a requirement 

for savings (to be addressed later), and compulsory non-credit provisions that 

encourage members to make lifestyle changes in the areas of immunization, literacy, 

and health and sanitation. The Grameen Bank is a great example of a program that 

has an educational component. The Grameen Bank is not only successful at 

increasing access to credit for the poor, but it also improves participants’ quality of 

life through social conduct training known as the “Sixteen Decisions.” Despite the 

fact that some borrowers from the Grameen Bank use loans for other purposes 

(similar to situation in the Village Fund program), such as dowry, the Grameen Bank 

attempts to reduce this problem by advising ways of spending loans in the “Sixteen 

Decisions” such as “…we shall minimize our expenditures…we shall send our 

children to school…we shall not take any dowry at our son’s weddings, neither shall 

we give any dowry at our daughter’s wedding…”346 These regulations help change 

the way borrowers think and encourage them to invest in ways of bettering their lives. 

Moreover, the Village Fund program should charge a higher interest rate. The 

interest rate that the Village Fund charged (six percent) barely covered the real cost 

of financial services. The World Bank reports that “fully self-sufficient programs 

charged an effective real rate of interest high enough to cover all their costs, 
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including the cost of capital fully adjusted for inflation.”347 The interest rate should be 

low enough to ensure self-sufficiency but high enough to reduce incentive to borrow 

for people not truly in need of loans.348 The Grameen Bank, ACCION, and Unit 

Desas all charged an interest rate high enough to ensure sustainability.349 The range 

of interest rates in these programs is below one-sixth of the rate borrowers typically 

pay to lenders. Thus, the Village Fund program can afford to charge a higher interest 

rate as the average interest rate for the informal sector in developing world is as high 

as 10 to 40 percent of the original loan350 The Grameen Bank charges an interest rate 

of 20 percent for loans that generate income, 8 percent for housing loans, and 5 

percent for student loans.351 The Village Fund program, however, charged an interest 

rate of 6 percent; other banks, such as People’s Bank, charged 12 percent per year.352 

The low interest rate attracted poor people to the program, but such a low interest rate 

meant that ultimately there was not enough money to cover all of the program's costs. 

 While providing access to credit is an important way of lifting the poor out of 

poverty, it is equally vital to provide training that can develop borrowers’ skills for 

future entrepreneurship. Training and classes should be provided for all participants 

in the Village Fund program. In most cases in Thailand, participants are farmers. 

Thus, the government should provide training and classes that pertain to this area.  

The training and classes should be low cost (rather than free) because people will 
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invest more in classes when they pay for them. Many cases in developing countries 

emphasize this point: fees help create a better quality for training, and at the same 

time, help the program to be more profitable.353 The Grameen Bank and the Unit 

Desa provide a good example as these two programs provide several days of 

instruction on the rules and regulations of the programs to borrowers before and after 

they receive loans (although instructions cost no money).354 As a result, borrowers 

understand more about the processes, and rules and regulations of the program and 

able to make the best out of the two programs. 

 The Village Fund program should include the requirement for borrowers to 

save part of the loan they receive from the program. As shown in the Pro-poor 

Policies Chapter, the Village Fund program did not help borrowers increase savings, 

while the Grameen Bank did. One reason is that the Grameen Bank requires 

borrowers to save by letting borrowers choose to deposit a certain amount of money 

weekly, or to deposit five percent of the loan they receive. Money deposited from 

each group member will be placed in a group fund.355 The Village Fund should 

follow this system and each borrower should put a part of his/her loans into saving by 

utilizing the BAAC and the Aomsin Bank356 as places to store these savings.  

 Lastly, in order to have borrowers from the Village Fund program make the 

most of the loans they receive and to prevent borrowers from seeking help from loan 

sharks, the program should extend the period of loan repayment. Loans should be 
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repaid within two years (rather than one, as was required by the Village Fund 

Program implemented during Thaksin’s premiership). A local official should be 

required to keep up with borrowers by collecting data and information to determine if 

borrowers are looking for informal loans. As shown in the Pro-poor policies Chapter, 

most borrowers resorted to loan sharks because they could not find enough money to 

repay the loans within a year to the government. Thus, the extension of the loan 

period would not only limit people’s access to illegitimate sources of loan, but the 

enhanced communication and cooperation between the officials and the people would 

also ensure that the program is well-sustained.  

 

One Tambon One Product Program (OTOP) 
 

The OTOP program focuses mainly on rural entrepreneurship and seeks to 

empower people at the Tambon level such as by educating individuals residing in 

Tambon in order to help them escape poverty. The OTOP program could increase 

participants’ income through entrepreneurship if it would prevent the overlap of 

products, improve quality of products, provide skill training and education program, 

and continue expanding business channels and market accessibilities for producers. 

As mentioned in the Pro-poor policies chapter, although the OTOP program was 

modeled on the OVOP program from Oita prefecture, Japan, the two programs 

differed in their execution. The OVOP focused more on long-term development 

strategy, whereas the OTOP program focused on short-term strategy, such as rapid 

                                                                                                            
356 Aomsin Bank is a government saving bank in Thailand. It encourages people to save and invest for 
development. It also provides credits for people, mostly the poor. 
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implementation. These differences may have contributed to some of the OTOP 

program’s failures. This section will discuss and provide recommendations on how to 

make the OTOP program more beneficial, by analyzing primary and secondary 

literature. 

 

Recommendations 

 
 There are a number of problems that need to be addressed in order to improve 

the OTOP program. These problems include:  poor planning, lack of quality and 

innovation amongst products, and lack of government assistance in helping OTOP 

groups develop. This section will provide recommendations for the OTOP program in 

order to fix the aforementioned problems and propose ways in which the OTOP 

program can produce more benefits for participants. Government provision of skill-

training and education programming are vital if the OTOP program is to be 

successful. The program should also concern more about sustainability. In order for 

the program to be successful, it not only has to provide skill-training and education 

programming, but it should also address sustainability concerns.  

 The first problem that needs to be addressed is the poor planning of the OTOP 

program, which was the result of the government’s decision to implement it hastily. 

Because the program was rushed, both OTOP producers and government agencies in 

charge did not have a clear idea beforehand about how the program was supposed to 

operate. Even today, OTOP producers still lack the knowledge and the ability to 

produce quality products because they are not familiar with the aims of the program. 

The OTOP program needs to adjust several of its organizational points: change the 
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ways in which loans are distributed and apply stricter controls to prevent overlap of 

products.  

 In order to allocate loans to producers, the government should set up a 

specific agency for the OTOP program that oversees the distribution of loan similar to 

the Oita international Exchange Promotion Committee, which acts as a coordinator 

for the program in the OVOP program. This agency should create criteria that all 

OTOP groups must follow in order to obtain loans. Each group should create a budget 

plan detailing the usage of loan money. All groups should be required to conduct in-

person interviews on their production plans in order to help the agency determine 

how the projects are planned. Loans should be distributed from the agency to each 

OTOP group directly by depositing loans to each group’s bank account at the SME 

bank.357 Once loans are distributed, the agency groups should work together to set up 

a deadline for the production. Once products are on sale, each group should write 

feedback and submit an overview of its revenue to the agency in order to apply for 

future loans and expand the business. This method, although did not entirely function 

similarly to the OVOP program, is more systematic than what the Thai government 

employed in the OTOP program. The Thai government assigned numbers of stars to 

products in order to define their status based on government criteria. The government 

then used this rating to distribute specific amounts of money to OTOP producers. As 

identified in the Pro-poor policies chapter, this method of money distribution was 

misguided, because products that receive lower stars may need more—not less— 

funding in order to be successful.  
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 Furthermore, the OTOP program should implement stricter controls to 

monitor the production of homogenous goods. The method that is utilized in the Oita 

Prefecture proves effective— the local government creates a map that illustrates 

products specific to each area in order to prevent producers from manufacturing 

similar products. The Oita prefecture is able to adhere to its philosophy of ‘one 

village one product,’ and to prevent homogeneous products from competing with 

each other in the market. The OTOP program, on the other hand, failed to effectively 

monitor products that were being produced, which led to an excess of homogenous 

products in the market. The OTOP program should follow the OVOP program’s 

method by requiring that each province in Thailand create an OTOP product map to 

keep track of what type of product each area produces and to inform participants of 

products being marketed. Also, each area should produce just one product to 

maximize the quality of the product they produce.358 In doing so, the OVOP program 

would be able to eliminate the problem of overlap of products.  

OTOP producers struggled to penetrate international markets because their 

products were of low quality and poorly advertised. The OTOP program should push 

to sell products at international and urban markets only after testing demand for them 

at the local and national level. The government can assist producers by creating 

product fairs and contacting department stores, convenience stores, etc. for OTOP 

products to be sold both locally and nationally. This method is similar to the OVOP 

program as it encourages sales at local market first as the market is easier to 

                                                                                                            
357 Small and Medium Enterprise Development bank of Thailand (SME Bank) gives out loans for 
SMEs  and provides financial services for SMEs, and create new entrepreneurs. SME Bank. “Vision 
and Mission.” < http://www.smebank.co.th/eng/our-vision.html>. 
358 Knight 1994: 639. 
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penetrate. Once products are able to establish themselves in the market, producers can 

start expanding their markets nationally and internationally respectively. At the local 

level, the local government should set up OTOP stores in main districts of all 

provinces to sell each province’s OTOP products. After the sales in national markets 

are stable, the government should plan a systematic and organized expansion program 

for OTOP products to penetrate international markets. In order to make sure that 

OVOP products are competitive outside Japan, significant research is conducted in 

countries where selected OVOP products will be sold. Market research in each 

country is thus vital in determining which OTOP products are likely to be popular 

there as seen from the success of the OVOP program. The Export-Import Bank of 

Thailand (EXIM Bank) should also lend a hand in this expansion, as it is this bank 

that deals directly with export and import in Thailand. Government connections and 

networks should also be utilized to help producers expand markets— first nationally, 

then internationally. 

The role of the government in providing trainings to the OTOP groups is key 

to the success of the program. As Yusuf indicates in his 1995 study, (South Pacific) 

entrepreneurs who lack education find training by the government to be the most 

helpful approach in helping them to be successful at carrying out their businesses.359 

Moreover, the success of the OVOP program can partly contribute to the fact that the 

program“provide[s] structure training, and investment to encourage communities to 

exploit local strengths, including materials, crops, and culture…”360 This assistance 

allowed each community to produce products distinctive to their region and with 

                                      
359 Kader et al. 2009: 157.  
360 JICA 2008: 2. 
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great quality. On the other hand, the Thai government did not adhere to the OTOP 

program description of providing training and infrastructure for participants. Instead, 

the Thai government mainly focused on marketing. Most villagers who participated 

in the OTOP program also lacked education, skills, and understanding of the 

program. Previously, the government provided training sessions through local 

government agencies; however, few people had access to these agencies. The 

government should set up agencies that provide year-round training and assistance so 

that people can acquire the skills necessary to yield high quality products. The 

government needs also to look for government officials with the ability to educate 

and assist people in the development of these products. Finally, the government 

should clearly state the criteria and quality level that producers should reach when 

producing products.  

In order to improve the quality of products, both the government and 

participants in the OTOP program must work together to address the problem. The 

government should make sure that it engages various government agencies in fields 

such as food, drug, and agriculture, so that these agencies can help with quality 

control. To improve quality control processes, the government should check on 

OTOP groups in three stages: raw material, manufacturing, and finally product 

inspection.361  

Furthermore, according to Kader, Mohamad, and Ibrahim’s study, the other 

factor that is necessary for OTOP producers is the entrepreneurial quality. 

Entrepreneurial quality includes producers’ ability to possess good entrepreneurial 

                                      
361 “Raw Material Quality Control.” <http://www.conewafer.com/qualitycontrol.php> 



138 

 

behavior and personal attributes such as innovativeness and self-reliance.362 Many 

OTOP producers, unlike those in the OVOP program, did not possess these 

entrepreneurial qualities; it is important to help producers learn how to be creative 

and innovative. In order to prepare producers for small entrepreneurship, relevant 

lessons should be included in the school curriculum, especially in rural areas. This 

method would pave the way for OTOP producers to become successful. 

 In addition to helping individual producers develop skills, the government 

should invest in infrastructure and factories. The reason for such investment is that 

many OTOP producers still have trouble finding appropriate machines to produce 

their products. In the OVOP program, the local government provides its participants 

with the equipment and machines they need for production; appropriate machines 

would help OTOP participants to produce high quality products. Additionally, the 

Ministry of Industry should allocate part of its budget to build infrastructure in all 

areas where OTOP participants reside. 

 The Ministry of Industry should also fund inter-firm institutions such as 

business incubators in rural areas; these institutions can help enhance both existing 

and new business enterprises363 and provide them “... with services which support and 

compliment [people’s] talents and abilities.”364 Business incubators can provide 

support and services to help rural enterprises become more competitive;365 they can 

also aid the government in diversifying product lines and expanding markets more 

evenly.  

                                      
362 Kader et al. 2009: 157. 
363 Petrin 1994. 
364 Ibid.  
365 Petrin 1994. 
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Lastly, the government should continue providing channels and market 

accessibility for OTOP producers. Salleh (1990) emphasizes the importance of 

marketing, as failure to market successfully is the source of much failure in small 

businesses.366 The government did a decent job in promoting OTOP products through 

events such as OTOP City and also online through the website www.thaitambon.com 

and was able to increase OTOP products' access to department stores, supermarkets, 

and gas stations. However, it has yet to establish a stable and reliable network with 

retailers and wholesalers.  

 These are the basic recommendations for the program. They aim to make the 

OTOP both more sustainable and more beneficial to the people it serves. Most 

approaches suggested in this chapter involve government assistance. The success of 

the OTOP program does not depend only in the profit these products yield, but also in 

how the program empowers people. Thus, it is important to address these two goals at 

the same time. OTOP producers need access to the same knowledge and basic 

entrepreneurial skills that OVOP producers benefit from; only then will they be able 

to operate their businesses independently and successfully.  

 

Conclusion 
 
 Although different policies share different recommendations in tackling 

rampant issues that the programs suffered from, recommendations for the three policy 

programs on the “two- track” health care insurance, the Village Fund, and the OTOP 

program share similar points in making these programs sustainable, functional, and 

                                      
366 Kader et al. 2009: 158.  
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efficient. Two of the most important points that deserve attention here are better 

planning of each program and training, services, and education for participants of the 

programs. The three programs discussed earlier all suffered from bad planning as 

Thaksin’s government aimed to implement the three policies as soon as they were in 

office. Many problems resulted including lack of funding, no set standard ways in 

which loans were given out, uneven services, supports, and assistances participants in 

each area received. Mainly, the recommendations on how to improve the program 

through better planning consist of a more systematic way in which funding or loans 

are given to both to the programs and participants. Especially the Village Fund and 

the OTOP program share similar problems and solutions on the planning of the 

program. Both programs need a better planning on how loans should be given out.  

 The other recommendation point that deserves attention is the training, 

service, and assistances provided by the government to participants of the programs. 

This factor is highly important as it is not costly and easy to implement, and it can 

further improve participants’ skills and abilities. Also, by giving training, service, and 

assistances to participants, they can learn and be able to develop their skills and 

understanding of how to operate business or how to take care of their health more. 

For the health care insurance, government’s services and assistances given to rural 

and remote areas are important, as during the 30-Baht Health Care scheme, many 

people in remote areas still did not receive sufficient services provided by the 

government. Many patients ended up not getting treatments or had to wait in line for 

a long time. For the Village Fund and the OTOP program, government assistances in 

giving skills training and education are necessary because once participants receive 
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education and able to develop their skills in producing products and operating small 

businesses, the programs can be more sustainable. By providing education and 

training, the government has to invest in the program first, but only once.  

 Are these recommendations feasible and can they be implemented? The 

answer is that the recommendations provided in this chapter have a relatively high 

level of political feasibility as these policies were and still are being taken up by 

subsequent governments (Samak, Somchai, and Abhisit). All three governments 

advocated parts of the three policy programs in their own policy platforms.  These 

three programs are also highly popular among voters, thus it is likely that the 

government would want to adjust some aspects of the programs to make them more 

sustainable. We should however, take into account that some measures will take a lot 

of time to be implemented as further study should be conducted to explore the pros 

and cons of the program proposed, such as how to finance the “two- track” health 

care insurance. The suggestion on the health care insurance can be quite difficult to 

carry out as it also involves third parties, such as people associated with tobacco and 

alcohol. As for other measures for the three policies, they do not require a large 

amount of funding. Although the government might have to invest certain amounts of 

money in the program, the final outcome will be worthwhile since participants in the 

program will be able to acquire the knowledge and skills needed to operate their 

businesses and produce quality products to be sold widely.  

 Recommendations for each policy given in this chapter aim to strengthen the 

vigor of the programs, make them more sustainable, and produce positive effects in 

the long-run. Many measures related to the budget issue, especially the health care 
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insurance. The recommendations that are related to a budget are feasible in practice, 

but might have a hard time when passing as a decree through the parliament. In order 

to make these recommendations work well with the three programs, government 

assistance and its willingness to work on these programs are the most vital factor to 

improve the three policy programs. 
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Conclusion 
  

Thaksin came to power in 2001 with landslide supports, especially in rural 

areas. This thesis focused primarily on the pro-poor populist policies Thaksin and 

TRT implemented from 2001 to 2006.  According to the analysis in Chapter 3, the 

pro-poor populist policies were the most important factors in attracting votes from 

voters, especially the poor compared to the other four hypotheses: helping the poor 

from poverty, destroying the patron-client relationship, protecting Thaksin from 

imprisonment, and buttressing Thaksin and his accomplices’ businesses given in 

Chapter 3. This was possible because Thaksin exploited the dissatisfaction of the 

rural poor and garnered popular sentiment by being the deus ex machina that would 

solve their problems. In rural areas, people truly believed that Thaksin’s policies were 

beneficial to them, and that as a result of these programs, they would be able to 

escape poverty. Thaksin’s programs presented them with the allure of dreams that 

they had never dared to dream before—to improve their livelihood and to have the 

chance to accumulate wealth. While Thaksin’s popularity was rising in remote areas, 

growing dissatisfaction from the middle classes toward Thaksin germinated during 

his premiership due to Thaksin and his cronies’ corruption. This tension between the 

rural poor and the urban technocrats continues to create a rift in the Thai society, 

which culminated in the mass protests and demonstrations at the end of the first 

decade of the 21st Century. Since 2001, Thailand situation has been on a roller 

coaster-like trajectory—from stability to protest to coup to renewed protest. 
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Thaksin and TRT won a landslide election in 2001 by appealing to voters 

through their populist platforms, which were innovative in Thailand. The rise of 

Thaksin and TRT can be traced in part to the 1997 Constitution and the 1997 East 

Asian financial crisis. These events encouraged big business families to enter politics 

by joining TRT. The upper echelons of TRT thus came to consist of big business 

families that controlled the majority of the Thai economy. The 1997 Constitution 

allowed Thaksin and TRT to implement ambitious pro-poor policies by making the 

role of political parties more powerful and stable. This was made possible because the 

constitution allowed more power to be centralized in the executive office, thus 

allowing the Prime Minister to implement policies as he saw fit. During his rule, 

Thaksin had overwhelming power because his party and the coalition possessed more 

than the majority of seats in the parliament (339 out of 500 MPs).367 The 1997 East 

Asian financial crisis caused the inequality gap in Thailand to be wider than the 

previous years. Therefore, the number of the poor increased by three million people, 

and many poor people were out of job and in debt. Thaksin and TRT saw this as an 

opportunity and designed most of their policy programs to address the poor in the 

society. These policy platforms attracted the poor to support Thaksin and TRT during 

both the 2001 and 2005 elections. 

Thaksin often stated that he and his party’s main goal in implementing 

populist policies was to help the poor. This claim was correct only in the sense that 

the policies they implemented contributed to slightly lower income inequality and 

had a positive effect on some portion of the population; for example, TRT helped 

                                      
367 McCargo 2002:117. 
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some groups start their own businesses and give loans to some poor people residing 

in villages. Thaksin and TRT also changed the focus of political parties and 

politicians in Thailand, concentrating on the people and responding to their needs and 

making them feel as if they were treated equally. Yet, this thesis has explored the real 

impacts of these policy platforms and arrived to the conclusion that these policies did 

not benefit people as much as Thaksin and his party claimed. In fact, as shown in my 

analysis in Chapter 2, the detrimental effects of the programs outweighed the total 

positive benefits some people may have received. 

 The 30-Baht Health Care scheme, the Village Fund program, and the OTOP 

program did help reduce inequality between the rich and the poor, as Thaksin and 

TRT hoped these policies would do. These policies allowed people to increase 

income while reducing spending. People, especially the poor, had increased access to 

health services and credits. Thus, they received better opportunities to improve 

themselves, while discrimination against the poor by the banks and hospitals was 

reduced. However, despite the positive effects of the programs, people ended up 

suffering more as a result of the poor design of the programs. A problem that the 

three programs shared was the increase in debt, which led to bankruptcy and the 

problem of uneven assistances participants received. Furthermore, it should also be 

noted that the above mentioned set of policies were not as effective in reducing 

poverty among rural poor as Thaksin claimed, as argued by Warr (2009.)368 The 30-

Baht Health Care scheme increased health care access for the rural poor and allowed 

them to receive treatments with a low payment. Thus, the health care cost shouldered 

                                      
368 Warr 2009: 32. (Refer to page 86 of the thesis) 
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by the poor was reduced. However, due to the rushed implementation of the policy, 

the government did not allocate enough funding for the program. As a result, patients 

did not always receive appropriate treatment for their symptoms because the hospitals 

were unable to come up with the capital to fund the health services provided. 

Hospitals and clinics were also affected by the lack of funding and many of them 

went bankrupt due to the fact that for a time they were forced to operate in the red. 

Additionally, patients suffered from long queues and less than optimal treatment from 

hospitals and clinics. 

The Village Fund program attracted many people to vote for Thaksin and 

TRT, especially in the North and Northeast regions because people in these areas 

generally had problems accessing credit. By implementing this policy, TRT allowed 

the poor to be able to receive more easily and thereby won over many Thais, 

especially in rural areas. However, these people had to repay their loans in a short 

period of time and thus many resorted to borrowing more money from outside 

sources. As a result, the problem of loan sharks rose and people ended up with more 

debt than before. Many villagers also used loans they received to buy non-essential 

products such as mobile phones, lottery tickets, and alcohol, rather than to invest in 

new businesses, as the government wished. 

The final program discussed in this thesis, the OTOP program, was also not as 

effective for small entrepreneurs as Thaksin and TRT claimed. The OTOP program 

was partially successful in raising income and empowering the poor. Nevertheless, 

the OTOP program also produced similar effects as the Village Fund program and the 

30-Baht Health Care scheme. It helped to increase income, reduce expenses, and 
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increase opportunities, but at the same time, it produced undesirable ramifications, 

such as the use of money for the wrong purpose and the increase of debt.  

As the three programs examined in Chapter 2 have shown, these programs 

produced more negative than positive effects. Although the government recognized 

the negative effects the three programs produced, they continued to implement them. 

Chapter 3 describes some of the reasons behind Thaksin and TRT’s decision to 

continue implementing the three pro-poor policies despite their failures.  Although 

Thaksin and TRT may well have wanted to help the poor and lift them out of poverty, 

the main goal was to win votes, especially in rural areas. This motivation led the 

government to implement the programs too quickly without assessing their potential 

inadequacies.  Although both Thaksin and TRT knew about the flaws of the 

programs, they still continued to implement those policies. It is quite difficult to say 

whether in this case, Thaksin and TRT’s implementation of the programs can be 

considered ‘malfeasant’ or ‘misfeasant,’ but overall these programs were very 

effective at attracting votes from the poor. TRT’s landslide victory proved this, as it 

acquired around 42 percent of total votes in the 2005 election.369 By utilizing populist 

policies to gain votes, the TRT government created a new phase in the Thai political 

history. From 2006 forward, many governments are likely to continue to use populist 

policies as their main policy platforms. Some examples can be seen from the Samak, 

Somchai, and Abhisit’s governments that enacted similar populist programs, such as 

the Village Fund program and the OTOP program. Political parties will no longer 

compete against one another through policies that mainly aim to help the people, but 
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rather through populist policies that worked to attract the people without considering 

the negative effects of such policies. The past election in 2007 saw the two biggest 

parties, the People’s Power Party (TRT’s crony) and the Democrat Party, heavily 

promoting their populist platforms, which were mostly based on social welfare 

populist policies enacted during TRT period to attract votes in the election.370 Some 

of the catchy populist slogans included “15 years of free education,” “computer for 

all villages,” “one million cows to be distributed to all rural areas.” This type of 

conduct can be dangerous, as political parties will be more concerned with 

implementing short-term populist policies than with developing initiatives for the 

long-term interest of the people and the country. Unless the deficiencies of populist 

policies are identified and publicized, Thailand will be trapped in a vicious cycle of 

myopic politicians, failed policies, and public distrust of government.  

Thaksin and his party’s third motivation in implementing populist policies 

was to change the system of politics at the local level. Patron-client relationships in 

the rural areas were destroyed; people now vote for politicians based on their parties. 

Although local politicians used to have a great influence over the people, their roles 

diminished from 2001 to 2006 as TRT became the main actor in implementing 

policies. Because patron-client relations became less salient during Thaksin’s time in 

office, local politicians have lost incentive to help people in their area, as the party is 

now the main actor who executes programs. Local politicians now rely on the parties 

to which they belong when creating new policy platforms to implement. 

                                                                                                            
369 Thailand’s total eligible voters were around 45 million people. Inside Thailand. “Qualifications of 
Voters and Candidates Contesting in the December 23 General Election.” 17 December 2007. 
<http://thailand.prd.go.th/view_inside.php?id=2788>. 
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Thaksin also made use of populist policies by utilizing them as a protection 

against the court’s decision to imprison him when he failed to report his full assets. In 

a way, Thaksin made use of his landslide votes of 12 million to pressure the court’s 

decision.  

The last motivation for Thaksin’s populist policies was to help his business 

cronies increase their profits. The leaders of TRT were mostly from big business 

families, which controlled Thailand’s economy. By entering politics, they were able 

to take advantage of their positions and direct policies toward their interests. The 

growing role of business executives in Thai politics is likely to lead to a political 

quagmire, as more and more business groups will attempt to enter politics to reap the 

benefits from the policies and positions they receive in the government. Moreover, 

these businesspeople- turned- politicians will use money to gain votes. Once in 

power, these business groups will be able to enact policies that require large amounts 

of funding and which primarily benefit their own financial interests. For example, 

loans to villagers in the context of the Village Fund program were often used to buy 

cell phones. Because Thaksin and his business cronies owned companies in the 

telecommunication field, they were able to direct money from the government back to 

themselves.371  

The rise of Thaksin and TRT introduced a tectonic shift in Thailand's political 

landscape, marked by a rising political consciousness as well as political leverage 

from the rural poor. Given the rural poor's strong affinity towards Thaksin's pro-poor, 

                                                                                                            
370 TRT had to dissolve the party due to the Constitutional Tribunal for violating the election law in 
2007. People’s Power Party was the party that was created to replace TRT. 
371 Phongpaichit and Baker 2009: 264. 
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badly designed populist policies, politicians and policy-makers are unlikely to 

renounces such policies in the near future. Instead of discarding populist policies and 

causing further political dissatisfaction, the current government should improve such 

policies to ensure that they will produce beneficial effects for the people in both the 

short and long run. Recommendations for the three populist policies provided in this 

thesis are designed mainly to make these programs more sustainable and to increase 

the benefits that program participants receive. For the health care program, I have 

suggested that the government reallocate revenue by setting up individual expenditure 

accounts for those who can afford them, along the line of Singapore’s Medisave 

program, while continuing to use general revenues to finance health care for the poor. 

This “two- track” medical system would ease the government’s funding burden while 

continuing to ensure affordable healthcare. Such a “targeted” health care program 

would work better than the Universal Health care program provided during Thaksin’s 

period because lack of funding of the program was the main reason why 30-Baht 

Health Care scheme failed. Another alternative to finance the health care program is 

to utilize sin taxes from alcohol and tobacco to fund the program. These suggestions 

would allow the poor to receive better quality treatment as hospitals and clinics 

would have more funding to treat patients. Also, in order to improve the quality of 

health care services, the Thai government should give scholarships to medical 

students from remote areas so that they can return to their areas to practice medicine 

when they graduate. 

The recommendations for the Village Fund program and OTOP program are 

based on other similar, but more successful programs, such as the Grameen Bank and 
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the OVOP program. In order to improve and make these two programs more 

sustainable, the government should provide services, education, and skills training for 

participants. Moreover, the government should also reorganize how loans should be 

given out to participants of both programs as the systems that the two programs used 

were not efficient. 

Populism has been embedded in the Thai political arena and is likely to stay 

for quite some time, as all political parties now see that populist policies were 

effective at directing votes to political parties, especially during Thaksin’s era. The 

programs implemented by Thaksin and TRT are short-lived and require a large 

amount of funding. In fact, renowned law professor Bawornsak predicts that the 

future of Thailand under Thaksin-style populism will be one similar to that in current 

Latin America where the endemic of fiscal crisis has always loomed the society.372 

Getting out of populism will require that the government implement policies 

that not only aim to attract votes, but also focus on increasing economic growth and 

benefiting for the poor. The pro-poor populist programs that Thaksin implemented 

could have produced better outcomes if the government had implemented them with 

better planning and organization. The recommendations in Chapter 4 were designed 

to make these programs more sustainable and to produce better outcome for the 

participants in the programs. Yet, the recommendations provided in this thesis are 

only short-term solutions. The main problem that the government should tackle is 

                                      
372 Bawornsak Uwanno. “การหันมาใชนโยบายประชานิยม กลายเปนการผลักภาระหนี้ในอนาคตไปใหรัฐบาล 
สุดทายประเทศจะเปนหนี้ระยะยาว” Accessed 18 March 2010. 
<http://www.bangkokbiznews.com/home/detail/business/quote/20090225/19378 การหันมาใชนโยบายประชานิยม 
กลายเปนการผลักภาระหนี้ในอนาคตไปใหรัฐบาล สุดทายประเทศจะเปนหนี้ระยะยาว.html>. 
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how to help people have more education and develop skills so that inequality can be 

reduced. Education is a good way to address the problem. It is important to include 

topics such as political education to inculcate in the people a stronger political 

awareness. Since populism thrives in a weak democratic condition, a population 

which is better-informed in politics will ensure that the country will not be exploited 

by manipulative politicians. To tackle the socio-economic problem in the long run, 

“Progressive Welfarism” introduced by Anthony Giddens might be a plan for 

Thailand: it is a combination of both left and right welfare, which aims to bring about 

social investment to help citizens to progress and guide them through many social 

changes such as globalization. The proposed system differs from general welfare 

programs because Progressive Welfarism aims to help people in the lower socio-

economic stratum to be able to rely on themselves by offering them education and 

teaching them how to fish for themselves, metaphorically speaking. It is a sustainable 

and progressive system because it does not let the “have-nots” wait around for direct 

helps from the government, unlike many welfare programs. Progressive Welfarism 

focuses on building a strong society so that it can self-create social capital. In 

particular, this theory emphasizes the role of the government to create jobs and set 

higher and suitable wages.373 This system is different from Thaksin’s populism: while 

Thaksin often used direct welfare handouts to the poor as a political tool, Progressive 

Welfarism emphasizes education as the most effective way to reduce the inequality 

gap in the society. 

                                      
373 Giddens 1998: 128; Laothamatas 2007: 172-3 
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To sum up, populist policies which were initiated by Thaksin will still persist 

in the Thai society for a long time. Although this thesis has proved that populist  

policies that Thaksin implemented caused more harm than good, due to the fact that 

Thaksin and his party implemented these policies too quickly without anticipating 

their potential inadequacies, subsequent government still picked up similar programs 

due to their popularity. This thesis has come up with recommendations to improve 

these programs to reverse the harms that Thaksin administration caused. 

Nevertheless, it is evident that Thailand still has far to go in reducing inequality and 

poverty. The government can move toward this goal by emphasizing long-term 

development. Parties should seek the votes of the poor not by giving them handouts 

in the manner of TRT and subsequent governments, but rather by focusing on long 

term solutions that will lift the poor out of poverty and reduce rich-poor inequality, 

such as improving the economic capacity, strengthening the social infrastructure and 

developing the human capital of the country. It is only by moving beyond short-term 

populist political gimmicks and implementing long-term and well-planned policies 

that Thailand will break out of the vicious cycles of income inequality, political 

exploitation and resultant socio-political instability.  

As I am writing this thesis, the political situation in Thailand is worsening. In 

fact, Bangkok and the surrounding areas have been under a state of emergency.374 It 

is with this stark reminder of the dismal and divided political reality in Thailand that 

this thesis is conceived. It is my hope and intention that this thesis will provide 

                                      
374 Headline News. Manager Online. Accessed 7 April 2010. < 
http://www.manager.co.th/Politics/ViewNews.aspx?NewsID=9530000048587>. 
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readers and people of Thailand with a deeper understanding of how did we arrive to 

where we are today and how do we move forward.  

“The important thing for the survival of the Thai society is that the 
majority of those who work, both in the government and the private 
sector, still strive to work in the same direction; this is why the Thai 
nation still stands.”375  
 

 Bhumibol Adulyadej 
King of Thailand 

 

 

 

 

 

 

 

                                      
375 Bhumibhol Adulyadej. 5 December 2005. 
<http://www.brainyquote.com/quotes/authors/b/bhumibol_adulyadej.html>. 
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Appendix 

Table 1 Number of the poor from 1998 to 2006 

 1998 2000 2002 2004 2006 

Number of the 
poor (million) 

10.2 12.6 9.1 7.0 6.1 

Poverty line 
(baht/person/mon
th) 

1,130 
1,13
5 

1,19
0 

1,242 1,386

Total population 
(million) 

58.7 59.9 61.2 62.9 63.4 

Source: National Economic and Social Development Board (NESDB)  
 
 
 
 
Table 2 Annual Per Capita Income and Poverty Incidence in Different Regions in 
Thailand 

Regions 
Annual Per Capita 
Income 

Poverty Incidence 
(percentage)  

Bangkok 234,398 0.3 
Bangkok 
Metropolitan region 

208,631 1.4 

Central 75,075 6.1 
Northeast 26,755 28.1 
North 39,402 12.2 
West 59,021 6.1 
East 166,916 5.2 
South 53,966 11 
Kingdom 78,783 14.2 
 
Sources: National Accounts Office, Office of the Economic and Social Development 
Board (NESDB 2004b)  
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Table 3  
 
 

  
Source: Warr 2007: 152. 
 
Table 4 Population per health personnel and infrastructure in Thailand from 1992 to 
2004 

Region  Population per heath personnel/ infrastructure  

   1992  2000  2004  

   Physici
an 
(numb
er)  

Hospit
al bed 
(numb
er)  

Physici
an 
(numb
er)  

Hospit
al bed 
(numb
er)  

Physici
an 
(numb
er)  

Hospit
al bed 
(numb
er)  

Kingdo
m  

4,313  696  3,433  454  3,305  469  

Bangko
k  

904  281  793  202  879  224  

Northea
stern  

10,744  1,237  8,311  766  7466  747  

Norther
n  

6,487  760  4,501  493  4,534  503  

Souther
n  

6,047  700  5,194  494  3,982  501  

Source: 1992 data from Thailand Human Development Report 1999 
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2000 data from Thailand Human Development Report 2003  
2004 data from Thailand Human Development Report 2007  
*Data from 1996 to 1999 is not available, thus by using 1992 data, the trend of 
population per health personnel/infrastructure can be predicted 
 
 
 
Table 5 Household Income in Thailand from 2002 to 2004 

Locatio
n  

Househol
d income 
2002  

Househol
d income 
2004  

Average 
Household debt 
2004 (baht)  

Bangko
k  

13,508  14,778  351,000  

Central  12,412  13,269  262,946  
East  13938  14,222  226,011  
West  13,823  14,962  146,614  
Northea
st  

9049  9,933  105,816  

North  9,287  10,690  139,182  
South  12,171  14,237  145,164  

Source: Thailand Human Development Report 2007, 117 

 

Table 6 Capitation rate and it components: Baht per capita, 2002-2005 

 2002 2003 2004 2005 
Outpatient 574 574 488 533 
Inpatient 303 303 418 435 
Prevention and 
health promotion 

175 175 206 210 

Accident and 
Emergency 

25 25 20 25 

High cost 
services 

32 32 66 99 

Pre-hospital care - 10 10 10 
Capitation 
replacement 

93 83 85 77 

Adjusted for 
remote areas 

- - 10 7 

No fault liability 
payment 

- - 5 0 
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Capitation Baht 1202 1202 1309 1396 
USD 30 30 33 35 

Source: Tangcharoensathien et al. 2007: 14. 

 

Table 7 Proposed and approved capitation rates from 2002- 2005 

 

Capitation rates 2002 2003 2004 2005 
Proposed 
(Baht) 

1,447 1,512, 1,670 1,788 

Approved 
(Baht) 

1,202 1,202 1,309 1,396 

Source: Tangcharoensathien et al. 2007: 13-16. 
 

 

Table 8 Ratio of Income and Saving of People who Participated in the Village Fund 

Program 
Policy 
  

Income 
(Baht/Year/Household) 
  
  

Spending 
(Baht/Year/Household) 
  
  

Ratio of Savings: 
Income (%) 
  

Before 
the 
program 

After 
the 
program

Changes 
(%) 

Before 
the 
program

After 
the 
program

Changes 
(%) 

Before 
the 
program

After 
the 
program

The 
Villag
e Fund 

264,481 283,433 7.2 189,258 203,635 7.9 28.4 28.2

Source: NESDB 2003: 27. 
 
Table 9 Transferring the Village Fund loans to Villages and Communities in Each 
Region 
Region Target Total transfer 

GSB BAAC Total Percen
t 

Villag
e 

Community Total Villag
e 

Community    

Central 5,691 413 6,104 4,940 371 726 6,037 98.90 
West 5,443 288 5,731 4,742 262 696 5,700 99.46 
East 5,177 279 5,456 4,006 270 1,162 5,437 99.67 
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North 15,457 489 15,946 12,097 459 3,274 15,830 99.27 

South 8,336 393 8,729 6,858 386 1,473 8,717 99.86 
Northeas
t 

31,403 706 32,109 23,069 698 8,289 32,056 99.83 

Bangkok - 1,472 1,472 - 509 - 509 34.58 
Total 71,507 4,040 75,547 55,712 2,955 15,620 74,286 98.33 

Source NESDB 2003: 75. 

 

Table 10 Ratio of Authorized Loans Categorized by Income Groups 
Region Income Groups 

The extremely 
poor (<738 
Baht) 

The poor (738-
992 Baht) 

Those likely to 
be poor (922-
1,106 Baht) 

The Citizen 

Total 6.53 8.76 10.31 7.62 
Bangkok and 
vicinity 

8.37 0.74 0.71 0.74 

Central 7.68 10.55 9.84 8.33 
East 6.31 7.94 11.40 6.29 
West 7.50 6.50 9.00 7.85 
Northeast 7.60 9.92 11.64 12.09 
North 5.62 8.97 10.45 10.04 
South 3.11 5.32 5.40 5.93 

Source NESDB 2003: 80. 

 

Table 11 Comparison of Targeted and Fund Allocated to Villages and Communities 
Region Target Fund allocated % 
 Village

s 
Urban 
Communities 

Total Village
s 

Urban 
Communities 

Total  

Central  5,691 391 6,082 5,613 273 5,886 96.78

West 5,443 270 5,713 5,434 213 5,674 98.84

East 5,177 261 5,438 5,131 239 5,370 98.75
North 15,457 416 15,873 15,325 372 15,697 98.89
South 8,336 353 8,689 8,326 335 8,661 99.68
Northeast 31.44 644 32,044 31,273 632 31,905 99.57
Bangkok - 1,042 1,042 - 275 275 26.39
Total 71,508 3,377 74,881 71,102 2,339 73,441 98.08
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Source: The VUCF National Committee (2002) 

 

Table 12 Comparison of Participants and Non-participants 
 2002 2004 

Participants Non-
participants 

Participants Non-
participants 

Community 
type (%) 

Urban 9.7 44.0 13.3 46.5 
Rural 90.3 56.0 86.8 53.5 

Region (%) Central 17.6 25.2 19.2 26.8 
North 22.5 18.3 23.3 18.6 
Northeast 49.9 25.2 46.9 23.2 
South 9.9 13.4 9.8 14.1 

Income 
quintile (%) 

First 
(poorest) 

22.3 13.4 21.8 13.0 

Second 25.5 15.4 24.4 14.5 
Third 24.0 17.8 23.6 17.4 
Fourth 18.2 22.6 18.7 22.4 
Fifth 10.0 30.9 11.5 32.6 

Monthly 
household 
income 
(Baht) 

 2,672 5,238 3,222 6,054 

Monthly 
household 
consumption 
(Baht) 

 2,048 3,612 2,528 4,290 

Household 
size 
(persons) 

 3.89 3.36 3.87 3.19 

Education of 
household 
head (years) 

 4.95 6.59 5.11 6.90 

Numbers of 
observations 

 7,243 27,542 10,268 24,575 

Source: Data from Socio-Economic Survey, 2002 and 2004. Chandoevwit and 

Ashakul 2008: 11. 

 

Table 13 Comparison of Expenditures Before-After Joining the Village Fund 

Program 
 Before the VF program After the VF program 
Total expenditure 71.6 71.8 
Investment expenditure 45.8 42 
Consumption expenditure 36.9 45 
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Debt expenditure 17.3 13 

Source: NESDB 2003: 92. 

 

Table 14 The Number and the Proportion of Thai People Who Benefit from the 

Governmental Financial Support Program (Village Fund) 
Program 2002 2004 2006 

Non-poor Poor All Non-poor Poor All Non-poor Poor  All 
Village 
Fund 
Program 

3,963,820 722,639 4,686,459 6,014,459 758,548 6,772,743 5,921,697 596,653 6,518,350 

84.58 15.42 100 88.8 11.2 100 90.85 9.15 100 

Source Anuchitworawong 2007: 18; The Report of the Socio-economic Survey 

conducted by the National Statistical Office 

 

Table 15 The Proportion of People Who benefited from the Village Fund Classified 

by Income Quintile (%) 
Income Level Village Fund 

2002 2004 2006 
1st quintile 
(poorest) 

22.10 21.44 23.51 

2nd quintile 25.23 24.22 24.65 
3rd quintile 24.05 23.74 23.21 
4th quintile 18.64 18.87 17.51 
5th quintile (richest) 9.98 11.73 11.12 

Source: Anuchitworawong 2007:19 

Note: Anuchitworawong’s calculations, based on the Report of the Household Socio-

economic Survey conducted by the National Statistical Office. 

 

Table 16 Average Monthly Income per Capita and Income Share Classified by 

Income Quintile (Village Fund) 
Income Level Average monthly income 

(Baht) 
Income share (%) 

2002 2004 2006 2002 2004 2006 
1st quintile 
(poorest) 

857 1,002 1,028 5.03 5.10 4.38 

2nd quintile 1,492 1,740 2,003 8.76 8.86 8.53 
3rd quintile 2,329 2,682 3,151 13.67 13.66 13.41 
4th quintile 3,777 4,285 5,150 22.16 21.81 21.92 
5th quintile 
(richest) 

8,586 9,934 12,160 50.38 50.57 51.76 

All 2,687 3,247 3,721 100.00 100.00 100.00 
Ratio 0.10 0.10 0.08    
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(poorest/richest) 

Source: Anuchitworawong 2007: 19 

Note: Anuchitworawong’s calculations, based on the Report of the Household Socio-

economic Survey conducted by the National Statistical Office. 

 

 

Table 17 Ratio of People Aged 20 Years Old and Above, Divided by Number of 

People Participating in the Village Fund Program, Loans, Approved Loans 

Categorized by Regions 
Memberships, 
loans, approved 
loans 

The 
whole 
nation 

Region     

  Bangkok Central 
ex. 
Bangkok 

North Northeast South 

Membership 100 100 100 100 100 100 
Yes 65.2 68.1 53.4 68.9 73.3 56.4 
No 34.8 31.9 46.6 31.1 26.7 43.8 
Loans from VF 100 100 100 100 100 100 
VF loans 71.5 55.7 74.3 69.6 76.8 73.4 
Other sources 28.5 44.3 25.7 30.4 23.2 26.6 
Loans approved 100 100 100 100 100 100 
Approved from VF 94,7 70.5 96.8 99.2 98.9 94.7 
Not approved 4.7 24.7 3.1 0.8 1.1 5.3 
No response 0.6 4.8 0.1 - - - 
Amount of money 
that was approved 
(Baht/household) 

14,010 15,450 14,300 13,030 13,790 14,990 

Number of people 
who received 
loans 
(person/household
) 

1.1 1.3 1.1 1.0 1.0 1.1 

Number of 
member 
(person/household
) 

1.3 1.6 1.2 1.2 1.1 1.2 

Source: NESDB 2003: 78. 
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