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Thai l and: Country Assi stance Strategy

W find the proposed Country Assistance Strategy for
Thail and candid and conprehensive. The staff deserve our
comendation for a well-prepared docunent. This CAS has not only
provided us wth a critical assessnment of Thailand s past
devel opnent issues, including those that |ed to the recent
crisis, but it has also given a good road map for putting the
econony back on a strong footing. Prior to the m d-1990s, the
Thai econony recorded inpressive GDP growh performance,
averaging close to 8 percent annually during the 1980-95 peri od.
But nore inpressively, the share of the population below the
poverty line dropped from 12 to 4 percent during the sane period.
As a result of these and many other form dable achievenents in
macr o- econom ¢ nanagenent, the Thai econonmy won unfettered access
to burgeoning international private capital flows.

However, in spite of this robust perfornmance of the econony,
a nunber of structural issues which were not adequately attended
to, gave rise to factors that eventually underm ned the econony’s
hi gh growt h prospects. In particular, the fundanental weaknesses
in the financial and corporate sectors, notw thstanding efforts
to liberalize the econony in the early 1990s; the dimnishing
conpetitiveness of the export industry; i ncreasing incone
di sparities; and the shrinking contribution of public investnents
to total productivity growh by the early 1990s were anong the
underlying ills that affected the Thai econony. Recent efforts
by the Thai authorities through tough fiscal and nonetary
measures, and structural refornms have not yet produced the
desired effect. Hence, the challenge facing the Thai econony
remai ns daunting. It is, therefore, gratifying to note that the
governnent’s devel opnent plan (1997-2001) is being revised in the
context of the changed economic situation to focus on the short-
term goals of maintaining fiscal and nonetary stability and
reviving grow h. This should be in tandem with the nmediumterm
goal s of conpetitiveness, good gover nance and soci a
environmental activities to pronote sustainable and balanced
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gr ow h. In this regard, we are encouraged by the
conpr ehensi veness of the planned governnent neasures outlined in
Tabl e 3 of the docunent.

The inpact of the Thai financial crisis and neasures ained
at resolving it on poverty, particularly in the urban areas, on
income distribution and in enploynent is worrisone. VWhile the
i nci dence of poverty may not be as significant in Thailand as it
is el sewhere, we believe that the dangers of w ping out the gains

made so are in the past are em nent. It is therefore critica
that calculated efforts are nade to protect the vulnerable
gr oups. In this connection, it is heartening to note the
conprehensi ve policy nmeasures outlined in paragraph 78 ained at
addressing poverty issues in Thailand. W wel cone the Bank’s

clear role in all reformissues, particularly those on poverty.
However, while the docunent has been clear on the Bank’s
interaction with the governnent of Thailand on poverty issues, it
has not been so clear on how the governnent and the Bank w |
address poverty issues with the other partners. W would
appreciate further staff comrents on this respect.

W find the proposal in the Bank’s Country Assistance
Strategy broadly in line with Thailand s devel opnent objectives.
VWhat is even nore appealing about the CAS is that it benefited
fromthe broad participation of the governnent, other devel opnent
partners, and a broad range of key stakeholders. The CAS is also

broadly consistent wth the overall regional strategy for
restoring East Asia to sustainable growh, which was recently
presented by M. Jean-M chel Severino. We, therefore, endorse

the focus of this CAS on providing strategic policy advice to
Thail and, helping build institutional capacity, catalyzing the
productive potential of the country, and supplying up-front
liquidity to help Thailand through the next few years. The
intention of the Bank to pursue a nore flexible approach to new
| ending with a conbination of investnent projects, inplenentation
assi st ance, BOP support, public expenditure prograns and
guarantee instrunents is welcone as this will help in addressing
cross-cutting and reformissues in Thail and.

We endorse the proposed | ending scenarios and the associ at ed
triggers as well as the mx of Bank |ending and non-Iending
services. However, we find the programtriggers in Table 5 to be
quite detailed and we would urge that their application be nade
flexibly in the context of the prevailing circunstances.

W are pleased to note that |IFC has been a key partner in
the developnent of Thailand’'s private sector. But, given
Thailand’s turnmoil in the financial sector in particular, we had
expected a joint Bank/IFC strategy that would have provided
details on what |FC currently plans to do. W would appreciate
sone staff comments on the synergy anong the activities of both
institutions and the reasons for not having a joint CAS. We
note, however, that the Corporation is focusing on assisting the
restructuring needs of its existing clients while considering
extending simlar support to new clients. Wth regard to the
|atter priority, we would like IFC to |ook at new areas in the




Thai econony with a view to diversifying the Corporation’s
portfolio as well as helping to broaden Thailand s private
sector.

Finally, we welconme the Bank’s collaboration with the | M,
ADB, and the UN Agencies and expect a continuation of such
concerted efforts in assisting Thailand to strengthen its
econony, regain creditwrthiness in the financial markets and
restore the confidence of foreign and donestic investors. This is
extrenely inportant for the effective coordination of assistance
in any country.




