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This thesis is purposively a political economic study on the failure of Thai monetary policy
between 1988 and 1997. With the framework developed from neoclassical economics, institutional
economics and neo-Marxist school of political economy, it focuses its analysis on three major
developments, which posed the strong impacts on the monetary policy. They consist of the financial
globalization, the changes of economic and political structures in Thailand between 1988 and 1997 and

the Bank of Thailand's ineffective policy making and implementation on the monetary policy.

Itis found in this study that the financial globalizatior: affected the monetary policy by inducing
the Bank of Thailand to liberalize Thailand's financial system. Without a strong financial system, the
liberalization brought about not only an abundant and steady inflow of foreign capital but also a rapid but
haphazard growth of the Thai economy. While the growth had a direct contribution to the rising power of
the interest group in the financial sector, the democratization during the period enabled the ruling
poiiticians o have more says in the formulation and implementation of Thailand's monetary policy. The
patron-client relationships between the two groups provided the group of businessmen in the financial
sector an increased opportunity to influence the policy. Amid the changes in power structure and policy
network, the power struggle and personal conflict among the leading officials in the Bank of Thailand
also weakened its capacity and allowed more interventions by politicians. All of these led to the
deteriorating autonomy of the Bank of Thailand and its inability to direct the monetary policy properly.

Once Thailand was attacked by hedge funds, its economic crisis became inevitable.



