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Dear Carol:

Enclosed is USAID/Thailand's Assistance Management Plan which I
understand will be reviewed by the Bureau during the week of April 30, I
believe that this strategy document reflects the directions you have
articulated for the Bureau in general and Advanced Developing Countries
(ADCs) in particular. Locking back on a11 of the directions and options
we have collectively explored over these past two years, I believe that
this end product is the better for our having joined forces and worked on
the same side of the table.

As the Bureau reviews this document and formulates issues on our proposed
ADC strategy for Thailand, USAID would like to raise some program and
management-related points for your consideration. With regard to the
former, we would 1ike to highlight the following:

A. Program Focus. We struggled long and hard to better focus the
AID program in Thailand. We conducted seven studies on topics suggested
by the indicator analysis in the ADC Concepts Paper. The three
substant ive program areas chosen -- human capital (particularly for the
application and management of technology), financial markets and
environment - should help Thailand remain competitive in the
international marketplace and should orovide many opportunities for the
United States to participate in the resulting growth. Given tne evolving
politi.al economy of Thailand, addressing tough economic issues through
more pluralistic approaches is a necessity.

B. Financial Markets. Recognizing the importance of financial
market issues Tor Thailand in the decade ahead, as well as
AID/Mashington's interest in these issues, we have picked this area as
one of our three substantive foci. But there are some realities which
will limit our future role in this sector. Thai banking and securities
markets are booming, and Thai indicators in these areas now compare
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favorably with those of industrialized countries and the Asian NICs.

Even if the Thai banking and securities trading systems were deregulated
(which observers doubt will happen in the near future), it is highly
questionable whether U.S. financial institutions are willing or able to
compete with aggressive Japanese institutions in this market. Our
efforts in this area could, in effect, provide greater entry for Japanese
firms than for our own.

Other areas of financial intermediation are underdeveloped and perhaps
offer more opportunities for U.S. participation. These include Tong term
debt instruments (bonds and bond markets), leasing, and pension and
insurance funds. Bonds and leasing are particularly relevant to Thai
ability to finance infrastructure and utilities expansion. Pension and
insurance funds, of course, will help meet rising demand for social
services. In areas such as financial leasing, scope may exist for
tie-ins with U.S. equipment manufacturers. And, as noted in the Price
Waterhouse study, scope may exist for U.S. firms in managing Thai pension
funds.

USAID concludes that the greatest benefit to the U.S. as well as Thailand
from opening Thai financial markets can probably be found in helping to
develop markets for long term debt instruments, leasing, and pension and
insurance funds. Accordingly, we have narrowed our financial markets
focus to those aspects of financial markets which help with
infrastructure and social services expansion. During the AMP review, we
would Tike to explore with you the implications of this focus, to ensure
that %he Mission and AID/W are in agreement on the trade-offs implicit in
our plans.

On the organization and management side of the AMP, we would like to draw
your attention to the following:

A. Further Downsizing of USAID/Thailand. We have promised
AID/Washington that we would deveTop a detailed pfan for the further
downsizing of this Mission, (both USDH and FSN staff), and submit it for
your review. In order to do so, we need your approval of our program
stratzgy and two additional decisions. The first decision is the
acceptability of our proposal to build a master contractor relationship
for the first half of the decade. If affirmative, we can develop a plan
which would allow continuing reductions in USAID staff in the early
1990s. If, on the other hand, AID/W objects to this approach,
substantial additional staffing reductions probably could not be realized
until mid decade.

The second decision relates to the regional features of this Mission: it
is impractical to downsize our Controller, Executive Office and Regional
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Procurement Offices (which house a substantial portion of our total
staff) until Washington decides whether to retain Bangkok as a regional
center. We recognize the difficulty of making this decision now, but
urge AID/W to recognize that the lack of a decision makes it more
difficult for us to finalize our management plans.

B. The Pace of Restructuring. In our search for appropriate
new directions in Thailand, we have come up with a strategy which departs
in substantial measure from the proaram we have been designing and
implementing since 1985. Also, in searching for more efficient ways of
delivering assistance, we have had to come up with new ways of doing
ousiness which depart substantially from 40 years of past practice. As
we began restructuring and moving in new directions this fiscal year, we
have become acutely aware of RTG bureaucratic resistance which objects
not so much to the new program directions and new management approaches
as it does to the pace at which we are pushing for change. We have found
this to be a most delicate balance. We don't want to destroy
relationships which could undermine our ability to carry out an ADC
strategy in Thailand effectively; yet we cannot accept too slow a pace of
change. This dilemma comes out most clearly in attempting to redirect
our EPD II, Science and Technology for Development and MANRES projects.
There are no simple solutions to this dilemma. We simply ask Washington
understanding and patience.

Before you review the Assistance Management Plan itself, I'd 1ike you to
understand that we have yet not shared it with the Royal Thai
Government. While we have had many discussions with key decision-makers
over the past two years on the likely future directions of our program
here and believe we have a fairly good notion of their thoughts, we
elected not to share this plan until you had approved it. (This plan
has, however, been fully reviewed and concurred in by the Ambassador and
key Embassy staff.) Once our program week has been completed and key
decisions made, I'd 1ike to map out with you a strategy for obtaining
Royal Thai Government concurrence.

I look forward to your thoughts and discussions on how we mount the
Agency's first-ever Advanced Developing Country Strategy.

Sincerely yours,

John R. Eriksson
Mission Director
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EXECUTIVE SUMMARY

Accelerated change in geopolitics and international markets during the
1980s has created clear opportunities in the 1990s for enhanced political
and economic freedom in many parts of the worlid. Developments in Thailand
during the 1980s mirrored global change: Thailand is a more democratic
and much more economically dynamic nation in 1990 than it was in 1980.

The extraordinary growth of the Thai economy over the last several years
suggest that Thailand has entered a period of steady social and economic
progress. Coupled with the diminution of geopolitical tensions in
Southeast Asia, this progress has already changed both the U.S.-Thai
relationship, and the nature of Thailand’s development issues.

With an expanding trade and financial presence in the international
marketplace, Thailand can now be considered an advanced developing country
(ADC). As an ADC, Thailand is of mere direct economic interest to the
U.S. because Thai progress creates favorable conditions for expanded
U.S.-Thai trade and investment which can support both countries’ lTong-term
growth. Thailand’s growth path in the 1990s will require ever broader and
deeper integration with the world economy. Because continued Thai
progress on this path is now of direct interest to the U.S., both
countries have clear interests in minimizing continuing constraints to
expanded Thai integration with the world economy.

Continuing Thai competitiveness in a challenging international economic
environment depends on Thai capacity to maintain cost competitiveness in
labor-intensive production, while concurrently moving up the product cycle
with more technology-intensive production. Three areas are critical to
Thailand’s ability to maintain competitiveness over the decade:

--expanding the quantity and improving the quality of Thai human
capital, particularly to increase the value-added of Thai products
through the application and management of technology;

--facilitating the ability of internatioral and domestic financial

mggkg;; to meet rising demand for infrastructure and social services;
an

--ameliorating environmental degradation which now increases costs and
diminishes growth prospects in key industrial and tourism sectors.

Both public and private sector Thai leaders see these needs, but in

many cases political economy issues hamper their ability to address them.
Political consensus on key problems and their solutions is more likely to
emerge from credible representative and advocacy groups pursuing expanded
avenues for political and economic dialogue.




USAID will mobilize the expertise and resources of the U.S. private sector
to assist the Thai in addressing these needs, and to capitalize on the
opportunities this dynamic Asian economy presents. Merging these strategic
themes, the Mission has identified three key program purposes or objectives:

--improving the efficiency and productivity of selected aspects of the
Thai economy (human and technological capital, financial markets, and
environmental management);

--encouraging a sustainable political consensus on steps required to
address these key problem areas; and

--expanding U.S.-Thai trade and investment, and collaboration on global
concerns of particular mutual interest.

Meeting these objectives will enhance Thailand’s prospects for broader and
deeper integration with ihe world economy in the 1990s, thus ensuring the
sustainability of Thai growth in the next century. Success will also help
to provide the U.S. with an open, mature and responsible trade and
investment partner in the decades ahead.

In the short-term, implementation of this strategy requires:

--developing strong links between AID and the U.S. and Thai private
sectors through existing and new program mechanisms, i.e., the
Trade and Investment Support Program and the Thai Growth and
Investment Fund, and related emerging linkage organizations, i.e.,
Joint U.S.-Thai Business (JUST Business) and Managing U.S.-Thai
Linkages (MUST Link);

--portfolio restructuring to bring program and management resources in
line with strategic objectives; and

--streamlining portfolio management to facilitate drawdown of the
Mission pipeline and staffing reductions.

By mid-decade, on-going projects will have largely been completed, except
for the Thai Growth and Investment Fund. A small AID representative office
will still be needed to manage continuing government-to-government 1inkages.
A small portion of the Thai Growth and Investment Fund would remain with the
AID presence. JUST Business will be a self-supporting, private U.S.
corporation, focused on enhancing the climate and incentives for U.S. trade
and investment with Thailand. MUST Link, having derived from the Thai
Growth and Investment Fund, will be constantly canvassing the Thai economy
and matching Thai needs with U.S. expertise. These organizations will be
working synergistically to provide an arena in which U.S. ideas, policies
and products can compete successfully with those of other nations, in Thai
corporate corridors as well as government councils.




A short 20 years ago, the U.S.’ overriding objective in Thailand was to
"prop up the domino" against the winds of Communist insurgency sweeping
Indochina. Now, the "teetering domino" is the most economically dynamic
nation in Asia. Neighboring countries which fell prey to Communist
insurgencies now look first to Thailand for support in revitalizing their
failing economies. The extraordinary growth of the Thai economy over the
last several years, and projections for the coming years, suggest that
Thailand has entered a period of sustained social and economic progress.
Although not without problems, the Thai now appear to have amassed the
resources, will, and momentum to be the masters of their own economic fate.

As Thailand changed over the 1980s, so did the U.S.-Thai relationship.
Although individual regional security issues and humanitarian concerns
remain, they no longer drive the relationship. In their place, economic
issues assumed preeminence. As Thailand reached for sustainable growth, and
as U.S. economic assistance plummeted with lessened threats to Thai
security, trade and investment replaced aid as the dominant element of the
economic relationship.

Since the early 1980s, USAID has assisted the Thai to address some of the
emerging problems of an industrializing economy: inadequate technical
capacity to remain competitive in changing world markets; lagging employment
generation, particularly in rural areas; and the serious environmental
degradation which has accompanied rapid growth. Even now, when Thai
economic growth appears sustainable for at least the wedium term, no one
seriously challenges the relevance of these problems to the future of the
Thai economy. But many USG decision-makers challenge USAID/Thailand’s
approaches to these problems. Their challenges reflect new perspectives:

--In view of its own budget deficit, negative trade balances and other
domestic concerns, the U.S. should no longer devote limited public resources
to the developmental needs of cuuntries which have achieved rapid growth.
With Thailand’s budget surplus being applied to early debt retirement, a
manageable Thai trade deficit easily offset by tourism earnings and capital
inflows, and only 24% of the population 1iving below the poverty line, the
Thai can now finance most of their own development needs.

--Over the last few years, development economists have synthesized the
lessons of the last two decades’ economic successes and failures. Their
conclusions are simple and economically orthodox: there is a high
correlation between economies’ openness to the flow of goods, services,
capital and ideas and their success in the international marketplace.
Countries like Thailand sustain growth by allowing their economies to be
pulled forward by gains from trade, investment, and other opportunities
within the world economy. They can ensure the sustainability of growth by
pursuing ever broader and deeper integration with international markets.




Moreover, although the relationship is more difficult to quantify, it is
increasingly well accepted that democratic societies have a better chance of
integrating themselves fully with the world economy than those which deny
freedom of choice within their own political and economic milieu.

--Countries become advanced developing countries (ADCs) by expanding their
trade and financial presence in the international marketplace. As ADCs,
they are of more direct interest to the U.S. than are LDCs which have yet to
make their presence felt. The success of ADCs such as Thailand creates new
trade and investment opportunities which expand growth prospects for the
rest of the world, as well as for Thailand. Having invested substantially
in Thai success, the U.S. should now benefit from the opportunities.

In the face of these new perspectives, AID now has a choice: 1) recognize
development success in Thailand, phase down on-going programs, and divert
scarce AID resources to other countries; or 2) re-orient its objectives and
resources in Thailand toward encouraging even broader and deeper

Thai integration with the world economy, particularly by nurturing the new
trade and investment-dominated U.S.-Thai economic relationship. AID has
chosen the second option because it better serves both U.S. and Thai
economic interests.

I1. The 1990s: Growth an rtuni
A. The Concept: Integration with the World Economy Suystains Growth

In its recent "Concept Paper - An Advanced Developing Country Strategy for
Thailand,” the Asia/Near East Bureau outlined a new paradigm for AID efforts
in ADCs -- a framework which reflects more direct U.S. interests in ADCs,
and open markets and open societies themes. The paper posited that:

--Countries achieve sustainabie growth through integration with
the international marketplace.

--ADCs would be identifiable by their expanded trade and financial presence
in .the world economy.

--Although countries can be identified as ADCs, no country is perfect in its
openness to internationai market forces.

--While interr .tional trade, investment and finance policies are an
essential element of each country’s ability to integrate more fully with the
world economy, they are not the only factors affecting this integration.
Inadequacies within domestic economies, e.g., shortages of skilled labor or
infrastructure deficiencies, also inhibit integration by diminishing
competitiveness in the world economy.

.
|
|
|
1
|
{
n
§
[
|
:
|
|
l
|
|
'
|



mm e e >

--With individual ADCs, the U.S. has clear interests in reducing or
eliminating barriers to international economic integration. U.S. interests
in these issues no longer derive exclusively from a concern with the
sustainability of host country growth; they now also derive from U.S.
desire to realize the potential gains inherent in enhanced bilateral trade
and investment opportunities.

--The concept of integration with the world economy recognizes the
preeminent role of the private sector in sustaining economic growth. The
essential economic functions of government are to establish and maintain
appropriate policy, institutional, legal and regulatory structures, to
facilitate private sector response to international market forces, and to
provide infrastructure, basic education, or other public goods which cannot
be effectively provided by the private sector. By controlling more than
these areas, government hampers international economic integration.

--Just as some national public goods can only be fashioned by government,
some international public goods, e.g., an open world trading system
represented by GATT and other multilateral groups, and global environmentai
protection, require international governmental cooperation. As ADCs expand
their role in international markets, the U.S. and other developed nations
want these new players to share the responsibilities as well as the benefits
of international economic integration.

--Finally, since assuming an international leadership role in the post-war
period, the U.S. has consistently championed free markets, supported and
sustained by democratic societies. Recent events in Eastern Euirope and
elsewhere suggest that these are also the preferred values of the world’s
people. Thai adherence to these values, and resulting economic success,
have been well noted by neighboring countries. It is important to future
U.S. political and economic interests in Asia that the U.S. forge a new,
mature partnership with the Southeast Asian nation whose values more closely
resemble those of the U.S. This partnership, built on the primacy of mutual
economic interests, will not only ensure an abundance of future economic
opportunities for both Thailand and the U.S. It will also provide a forum
for the resolution of inevitable differences, and an arena in which U.S.
ideas, policies and products can compete successfully with those of other
nations, in Thai corporate corridors as well as in government councils.

B. Thailand in the World Economy

Hypothesizing that ADCs would be identifiable by their expanding presence in
the international marketplace, the Concepts Paper assessed ANE countries’
relative integration with the world economy in: export growth, composition
and diversity; direct foreign investment inflows; income on foreign
investment; bank transactions; and private borrowing from foreign sources.
As expected, Thai indicators more closely resembled those of the dynamic




East Asian economies than those of the more closed economies of South Asia
and the Middle East. By this measure, Thailand is now an ADC.

C. Thai Barrier nternational Economic Integration Diminish

Prospects for Fully Sustainable Growth

Beyond identifying ADCs, the Concept Paper posited that countries’ domestic
productive capacity, and their performance in institutional and human
capital development, are critical to their ability to integrate themselves
with the world economy, and thus sustain growth. The Paper assessed
Thailand against an additional range of domestic productive capacity and
institutional and human capital development indicators. This assessment
revealed continuing weaknesses in Thai capacity for broader and deeper
integration with the world economy. Although productive capacity is solid,
financial markets remain narrow. Natural resources are being rapidly
depleted and severely degraded. While Thai health and nutrition status
surpasses other ANE countries, human capital indicators lag. Moreover, the
Thai institutional structure remains dominated in key infrastructure and
utilities sectors by public institutions; as a result, infrastructure and
utilities are in short supply. The Concept Paper concluded that these
deficiencies might guide a future AID program in Thailand.

D. Building the Case

In developing this Assistance Management Plan, the Mission sought first to
confirm the Concept Paper’s preliminary conclusions regarding barriers to
further Thai integration with the world economy. The following sections
identify current trends, project where these trends will lead, and assess
factors likely to constrain Thailand’s growth path over the coming decade.
(A11 data are drawn from the Bank of Thailand, the IBRD’s World Development
Report (1989) or the data base developed by the Thailand Development
Research Institute (TDRI) for their recent conference "Thailand in the
International Economic Community".) The overall economy is examined first,
and then each of the major economic sectors (agriculture, industry and
services) for sources of and constraints on growth. (Readers preferring to
skip this detailed analysis will find a summary of this section’s
conclusions in Chart 1, which appears after page 14.)

1. The Aggregates

Perhaps the strongest evidence of Thailand’s expanding integration with the
world economy is the congruence of Thai economic growth patterns during the
1980s with those of the international economy. In the early part of the
decade the world economy in general, and Thailand in particular, experienced
prolonged structural adjustment as successive o0il shocks and tumbling world
commodity prices led to heightened currency volatility and worldwide
recession. Like other ultimately successful countries, Thailand’s response
was to adjust the domestic economy to the international market, rather than




retreat behind protectionist walls. Thai decisions in the early 1980s to
devalue the baht, effect restrained fiscal policies, and limit public
borrowing to the most productive investments laid the foundation for strong
and rapid recovery when international markets turned favorable in the latter
part of the decade. As a result, Thailand was well positioned to seize new
opportunities offered by the world economy since 1986: a sharp drop in oil
prices; rising prices for Thai commodity exports; currency realignment in
the industrialized countries which strengthened the competitiveness of the
baht; and, perhaps most importantly, the accelerating flow of labor-
intensive production and investment out of Japan and the newly
industrialized countries of East Asia into countries with trainable low cost
labor, favorable economic policies, and a reasonable measure of supporting
infrastructure and utilities.

a. TIrends of the 1980s

--From 1986 onward, GDP growth averaged 8.9% per annum. Combined with a
drop in the population growth rate from 2.2% (1984) to 1.7% (1989), GDP per
capita reached $1100 by the end of the 1980s.

--Shifts in sectoral shares of GDP accelerated. Between 1984 and 1989,
agriculture’s share of GDP declined from 19.4% to 15.9%, while industry’s
share rose to 32% and services’ to 52.1%. (Graph 1)

--Sectoral shares of employment shifted as well. Between 1984 and 1989,
agriculture’s share of employment declined from 69.7% to 61.9%. (Graph 2)

--Exports were the engine of growth in the late 1980s. From 1984 to 1988,
exports expanded by an annual average of 23%.

--Exports financed strong import growth. In 1989 alone, merchandise imports
grew by 28%. Only 55% of imports in the early 1980s were intermediate
products, raw materials and capital goods; by 1989, 69% were in these
categories. This trend will support future export-led growth.

--A trade deficit of 7.2% of GDP, offset by strong service receipts and net
transfers, produced a 1989 current account deficit of 3.2% of GDP. (Graph 3)

--The ratio of gross national savings to GDP rose steadily. Between 1984
and 1989, savings as a percentage of GDP expanded from 19.9% to 25.3%.

--Similarly, the ratio of gross domestic investment to GOP rose from 24.9%
(1984) to 29.9% (1989). Despite strong savings growth, the savings/
investment gap declined only slightly, from 5% of GDP (1984) to 4.6% (1989).

--Government’s demand on national economic resources declined sharply.
Between 1984 and 1988, the ratio of government expenditures to GDP dropped
from 18.7% to 15.4%, while the ratio of public debt service to export




GRAPH . THAILAND GDP SHARE BY SECTOR
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GRAPH 3: SAVINGS, INVESIMENT, TRADE DEFICIT
AND CQURRENT ACCOUNT DEFICIT AS A
PERCENTAGE OF GDP
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earnings declined from 10.4% to 7.6%. In 1988 and 1989, the RTG registered
its first budget surpluses in recent history.

--1988 net capital inflows were 38% greater than those of 1980. Shifts in
the form of inflows were more pronounced. From 1981 to 1985, 84% of capital
inflows were foreign loans, 60% of which were to the public sector. From
1986 to 1988, 36% of inflows were loans, of which 8% was to the public
sector. 64% of inflows were direct (38%) or portfolio (26%) investment.
(Graphs 4 and 5)

b. Prospects and Constrain f

--TDRI’s modelling projects base case annual GDP growth of 8.3% between 1991
and 1995, and 5.9% from 1995 to 2000. With a projected decline in the
population growth rate to 1.3%, by 2000 GDP per capita will approach $1800.

--By 2000, agriculture will provide only 10% of GDP. Agriculture’s decline
will be offset by nearly equal expansion of industry and services.
Migration of labor out of agriculture will increase productivity across the
economy, but labor productivity will be highest in industry.

--Growth in merchandise exports will slow to around 15% per annum by mid-
decade, with decreasing growth in agricultural exports balanced by continued
strong growth in manufactures.

--Continued export expansion is projected to shrink the current account
deficit to only 2% of GDP by 1992.

--Falling population growth is changing the demcgraphic profile. By 2000,
42% of the population will be of working age, compared with only 30% in
1985. Experience elsewhere suggests that this trend will support capital
deepening, stimulating domestic savings and investment growth. It is
unclear whether the savings-investment gap can be closed in light of growing
investment demand; nevertheless, debt repayment ratios are low and falling.

--Direct foreign investment (DFI) will grow at declining rates, as
competition among ASEAN and South Asian nations heightens for investment
from Japan and the Asian NICs which in 1988 provided 80% of Thai DFI
inflows.

--Government’s call on national economic resources may decline further,
depending on decisions made early in the decade regarding the government’s
role in financing infrastructure, utilities, and social service investments.

--High export growth, strong investment demand, high capital inflows, low

excess capacity in critical industries, and growing consumption demand are
creating strong inflationary pressures which could dampen price
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competitiveness of Thai exports in the 1990s. Moreover, rising inflation
could destabilize the domestic economy where accelerated growth has
aggravated income disparities in the short-term.

Nonetheless, aggregate data paint a relatively optimistic picture of Thai
prospects in the 1990s. However, a deeper look into the economy is needed
to identify shifting sources of growth and specific constraints and
opportunities which will shape the economy over this period.

2. Thai Agriculture in the World Economy

Despite its declining share of GDP, many Thai still see the
agricultural sector as a pillar of the economy and a source of social
stability in a country where, despite accelerating rural-to-urban migration,
65% of the population will still live in communities of less than 50,000
people by the turn of the century. Unlike many countries, Thai agriculture
is reasonably diversified, which sustains some measure of growth even when
?ec]ining world prices diminish returns to primary commodity exports.

Graph 6

a. Trends of the 1980

--Since 1985, high world prices for rice, rubber, and maize and

guaranteed access to the European market for tapioca stimulated expanded
production. But while the value of agricultural production grew by 8.5% in
1988, agriculture’s share of merchandise exports dropped to 31%, compared
with 51% in 1984,

--Livestock and fisheries comprise 30% of agricultural production. Between
1970 and 1988, poultry, egg, and swine production and commercial fish
tonnage expanded by around 6% annually. From 1986 to 1989, prawn exports
alone grew 54% annually. Despite growth in cultivated fish and prawns, 90%
of marine product value still comes from capture rather than culture.

--Forestry subsector growth is declining because of the depletion of
Thailand’s once-abundant forest reserves.

--Over the 1980s, the share of direct foreign investment directed toward
agriculture declined from 5.4% to less than 1%.

b. Prospects and Constraints of the 1990s

--1f world prices for major crops fall by the magnitudes the World Bank now
projects, growth in the crops subsector will slow significantly. Export
tonnage will probably rise early in the decade, but lTower prices will
suppress production over the longer term. Competition for markets in
primary commodities such as rice will heighten, as lower cost producers of
Indonesia and Vietnam expand exportable surpluses.
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--Thailand will retain strong comparative advantages in the poultry, swine
and fisheries subsectors.

--Higher value horticultural crops will be a source of export growth,
Tropical fruits and flowers are now only a small proportion of agricultural
exports, but Thailand’s reputation for quality products should create export
markets if new transport and preservation technologies are adopted.

--Expanding the export potential of the horticultural, livestock and
fisheries subsectors will require greater use of skilled labor, capital and
technology than was needed for traditionul crop exports. Sophisticated
preservation, processing and packaging requirements will spur new agro-
industries to optimize comparative advantages in these sectors. With
minimal DFI for agriculture, capital must come from domestic sources.

--Thai capacity to obtain, adapt, disseminate and develop needed
technologies is limited. RTG-sponsored research has largely focused on
traditional crops; private sector research has focused on improvements in
seeds and feeds, areas in which new technologies can be protected
profitably. Legal questions regarding the protection of biotechnology and
preservation processes may limit private investment in these areas.

--Infrastructure deficiencies, particularly inadequate roads, rails and air
cargo space will limit Thailand’s ability to export agricultural products
which need rapid and sensitive handling to ensure quality.

--Markets for Thai animal, fruit and flower products are in the
industrialized countries which will maintain protectionist policies toward
agricultural imports. Because these markets are increasingly sensitive to
environmental concerns, the marketability of Thai produce will be diminished
by concerns about water pollution, high pesticide and fertilizer use, or
unsafe preservation practices. Appropriate regulatory schemes, and reliable
certification of standards and quality would enhance agricultural export
prospects over the longer term.

If Thailand can mobilize domestic capital for agro-industry, enhance
agricultural technological capacity and meet high standards in
industrialized country markets for higher value agricultural imports, and if
U.S., Japanese, East Asian and EEC markets allow greater Thai market
penetration, the agricultural sector can remain a continuing, although much
transformed, source of export-led growth in the year 2000.

3. Thai Industry in the World Economy

Like many countries, Thailand’s early industrial growth derived from import
substitution behind high tariff walls. As the domestic market became
saturated, government policy in the 1970s tilted toward export promotion.
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Resulting ndustrial export growth was based on natural resources; related
labor-intensive industries also evolved, e.g., textile and rubber products.

a. Jrends of the 19805

--Between 1984 and 1988, the share of manufactured goods in total exports
grew from 43% to 66%.

--Thailand’s industrial product line diversified and shifted. From 1980-
1985, leading manufactures were leather products, pottery, glass, and
chemicals. From 1985 to 1988, leading manufactures were leather goods,
transport equipment, plastics, electrical machinery, rubber products, and
wearing apparel. From 1984 to 1989, the five leading manufactures comprised
only 30% of manufactured exports, an important indicator of industrial and
export diversification. (Graph 7)

--Recent rapid export-led industrial growth derives from real and effective
baht depreciation and the dramatic increase in the flow of Japanese and East
Asian capital into Thailand. In 1988, DFI was 170% greater than in 1984.

--61% of 1985 DFI was for trade and construction. By 1988, these categories
accounted for only 21%; industry absorbed 58%. TDRI’s analysis of Board of
Investment-approved projects shows that from 1986 to 1988 the percentage of
DF] attributable to utilization of Thai natural resources dropped from 33%

to 28%, while the percentage attributable to regaining or maintaining cost
advantages rose from 47% to 64%. Most DFI inflows for indusiry were in
electrical appliances, chemicals, metal and plastic products.

--40% of rising foreign portfolio investment in the late 1980s was in the
industrial sector.

b. Prospects and Constraints of the 1990s

--TDRI projects strong manufacturing growth for the 1990s: 9.3% for 1988-
1991; 10.9% for 1992-1996; and 10.7% for 1997-2000. In the early 1990s,
leading products will be canned fruits, other processed foods, garments, and
construction materials. In the late 1990s, export industries with higher
skilled 1abor and technology content, e.g., electronic goods, chemical and
plastic products, and auto parts, should be leading growth sources.

--1f, as many believe, Japan and the Asian NICs face greater adjustment as a
result of domestic market liberalization over the 1990s, Thai industry
should benefit from continued, strong inflow of capital, management,
marketing and technical skills from Japan, Hong Kong, Taiwan and Korea.

--Over the past two decades, Japan, the U.S. and the EEC absorbed over half
of all Thai exports. But while exports to Japan declined from 28% to 15% of
total exports from 1975 to 1987, exports to the U.S. and EEC rose from 27%




GRAPH 7: THAILAND MANUFACTURED EXPORTS

TOTAL MANUFACTURING EXPORTS = ¥44,294 M TOTAL MANUFACTURED EXPORTS = ¥170,961 M
YEAR 1980 YEAR 1988

POOD INDUSTRY (14.4%) FOOD INDUSTRY (20.9%)
P6;361 M B36,746 M

Textiles (21.8%)

$9,643 M Textiles (34.3%)
¥58,627 M
.ddziﬁézéég 2/
2 2/ %é Capital Intensive Ind.
1/ ' Capital Intensive Ind. Q - - (6.0%)
Labor Intensive Ind.V B13,850 M \\ \ 10,207 M
(32.5%)
B14,440 M
\ 1/
Labor Intensive Ind. (38.8%)

¥66,381 M

1/ 1Includes integrated circuits, leather, wood, jute products, gems, artificial flowers, and furniture.

2/ 1Includes mineral industries, iron and plastic products. Drop in value of exports due to large
reduction of mining products.
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to 40% in the same period. With markets concentrated in the industrialized
countries, Thailand is vulnerable in the 1990s to protectionism,
particularly for products subject to quotas and voluntary export restraints.

--With export growth increasingly reliant on the flow of capital and
technology from Japan and the Asian NICs, Thailand is vulnerable to shifts
in capital flows toward other low labor cost countries. Indonesia’s recent
success in attracting DFI illustrates this concern. Of total 1988 DFI by
Japan and Asian NICs in ASEAN, Thailand gleaned 52% and Indonesia 37%. In
the 1990s, South Asia and China, with a modicum of political and economic
stability, could also siphon off investment resources.

--The 1990s offer Thai industry opportunities as well as concerns. Income
and demographic trends in Thailand and throughout East Asia signal growing
demand for Thai products. A higher percentage of the Thai population in the
Tabor force will increase disposable income, and generate domestic demand
for products such as consumer electronics, autos and auto parts. New or
expanded markets may emerge in ASEAN, in the NICs, and even in Indochina.

--Export-l1ed industrial growth in the 1990s will derive from two separate,
but ultimately overlapping, trends. In the short-term, Thailand must
maintain competitiveness in labor-intensive production; this competitiveness
can only be maintained by keeping input costs down through efficient use of
resources. Concurrently, Thailand must prepare for the inevitable move up
the product cycle, which has just begun in selected industries.

--Maintaining labor intensive export growth in competitive international
markets requires close attention to production costs, at a time when Thai
labor is becoming more costly relative to its competitors. Staying
competitive with higher labor costs requires higher value added per worker,
putting a premium on labor force skills and technological adaptation.

--Experience in the East Asian NICs shows that rising labor costs do not
doom competitiveness in labor-intensive industries if other conditions
promote cost effectiveness. Unfortunately, ancillary Thai conditions also
reduce cost competitiveness. Infrastructure shortfalls cause transport
delays, inadequate communications, and port congestion. Shortages of
electrical power are expected in the 1990s, unless averted by early and
substantial power investments. Air and water pollution, and growing water
shortages in urban areas, require mitigation investments which increase
production costs. Efforts to limit urban pollution will force industrial
growth into areas served by poorer roads, strained rail capacity, and
inadequate air facilities. By some estimates, transport congestion and
environmental pollution now cost Thailand over one percent of GDP. These
costs must be overcome by additional value added if Thai industry is to
remain competitive in the 1990s.
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GRAPH 8: THAI EXPORT MARKETS

TOTAL EXPORTS = E133,197 M TOTAL EXPORTS = E299,920 M
1980 1987

Japan (14.9%)

Others
(26.5%)

USA (18.6%)
ASEAN (16.4%)

EEC (22.2%)
Hong Kong (5.1%) Hong Kong (4.2%)

GRAPH 9: SERVICES AS A PERCENTAGE OF -EXPORT EARNINGS
TOTAL FOREIGN EARNINGS = E175,568 M TOTAL FOREIGN EARNINGS = 689,840 M

Other Traded Services
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--Moving up the product cycle requires ability to obtain, absorb, adapt and,
ultimately, develop new technology. But Thailand’s comparatively high
effective rate of protection (53% in 1985) shields many industries from the
global competition which speeds technological development. Moreover, poor
protection of intellectual property reduces incentives for the adaptation of
existing products, or the development of new product concepts.

--With high profits flowing from labor-intensive production, the market is
not yet signalling the need for technological investment. In 1987,
Thailand’s R&D investment was & paltry 0.2% of GNP, much lower than Korea’s
or Taiwan’'s share in the 1970s, and only a tenth of Korea’s current ratio.
Moreover, Korei’s R&D investment is €0% private, in comparison with
Thailand’s 4%. The difference between Thailand and Korea is partially
explained by differences in attitudes toward direct foreign investment.
While Thailand welcomes such investment, including its sizeable technology
component, Korea has historically been more self-reliant. Thai openness to
foreign investment should attract more technology-intensive industries, if
skilled human resources and adequate intellectual property protection are
available. But a poor stock of human capital, coupled with infrastructure
shortfalls, could discourage foreign investment, dooming Thai industry to
declining growth in the late 1990s.

If Thailand can amass greater human and technological capital, alleviate
infrastructure and utilities shortages, and redress environmental
degradation in industrial areas during the 1990s, domestic and external
conditions favor continued export-led industrial growth in the decade ahead.

4, Thai jervices in the World Economy

Thai services have traditionally been a major source of non-agricultural
income and employment, but recently services have also become a major source
of foreign exchange earnings.(Graph 9) Industrial and tourism growth are
pushing the development of a modern services sector, and engendering a new
national vision: replacing Singapore and Hong Kong as a regional services
center by the end of the decade.

a. Trends of the ]1980s

--Between 1980 and 1988, the proportion of traded servi<es value to
merchar-iise export value rose from 33% to 36%.

--Between 1981 and 1988, telecommunications grew by an annual average of
17.8%, insurance by 13.3%, banking by 12.7%, transportation by 11.8%, and
hotels, restaurants and tourism by 11.7%. Only personal services, the more
traditional part of the sector, experienced declining growth.

--A]ghough tourism growth was relatively slower over the nine-year period,
tourism income expanded 34% annually between 1986 and 1988, and its share of
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total services from 41% (1980) to 51.4% (1988). Since 1982, tourism has
been the number one foreign exchange earner; in 1987 tourism generated 24%
of total foreign exchange earnings from the top ten exports.

--High growth in telecommunications reflects rising unmet demand for
services from the parastatal Telephone Organization of Thailand, which
monopolizes domestic services, and the Communications Authority of Thailand
which monopolizes international services.

--High growth in banking and insurance reflects cartel profits from growing
demand for these services. Protected by limitations on access and the scope
of operations, these industries have not been forced by competition to
expand and improve their product lines. Because of high profits, however,
DFI in financial institutions grew from an outflow equal to 29% of total DFI
in 1985, to an inflow of 12% in 1988. But foreign portfolio investment in
these sectors is declining as a share of total foreign portfolio investment
-- from 43% in 1987 to only 30% in 1988.

--High growth in transport reflects both the rapid increase in passenger
traffic from tourism, and growth in air transport of exports. Horticultural
produce, e.g., tropical orchids and cut flowers, now accounts for one-third
of all export air cargo. Expansion of air passenger and freight traffic is
now limited by Thai International’s insufficient availability of planes and
facilities, and by small and congested airports managed by the Airports
Authority of Thailand.

b. Prospects and Constraints of the ]1990s

--As growth in merchandise exports slows, the proportion of traded services
to merchandise exports could rise, particularly if Thailand pursues its
regional services center vision, and if tourism growth continues.

--Expanding domestic demand for services should further stimulate service
sector growth. Demographic change and income growth within the Thai economy
should increase demand for domestic tourism, transport, telecommunications,
health care and entertainment industries, as well as for financial services
to manage capital deepening resulting from higher labor force participation.
Historically, economic growth ignites demand for commercial insurance, while
rising incomes spur demand for personal insurance services. The aging of
the Thai population will require more sophisticated, and more expensive
health treatment, creating new demand for private health insurance systems
in a country where less than 1% of the population now has private health
insurance. Banking and other financial services should benefit from
expanding demand for new financial instruments and services needed by an
increasingly industrialized international player.

--TDRI projects a doubling of tourism income between 1989 and 1994, in
comparison with projected overall service sector growth of 38% in the same
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period. But many believe that this projection is too optimistic in light of
the potential impact of increasingly polluted beaches and AIDS on the
tourism industry.

--With the exception of tourism, the service sector includes some of the
most heavily regulated areas of the economy, either through RTG control
(transport and telecommunications), or through limitations on access and the
scope of operations by both domestic and foreign firms (banking, financial
services, insurance). Because these sectors are not fully responsive to
market forces, TDRI’s growth projections are quite pessimistic. In
particular, TDRI projects that telecommunications and transport growth could
decline sharply, while growth in banking, finance and insurance could
decline by half. Whether or not TDRI's projections are overly pessimistic,
the sluggish supply response of these monopolies could constrain both their
own growth and that of other sectors.

--Bettering TDRI’s pessimistic projections for transport and
telecommunications hinges upon the availability of massive amounts of
capital for infrastructure expansion. But the RTG’s annual cap on pubiic
foreign borrowing limits parastatal access te capital, and proposed
privatization measures designed to generate private financing have met with
strong resistance from public unions. Recent massive growth of foreign
exchange reserves has, however, opened a new source of direct RTG financing.

--Bettering TDRI's prognosis for the financial sector depends on
dereguiation spurring competition in the provision of existing services, the
adoption of a full range of financing aliernatives, and on rapid capacity
growth in telecommunications.

--Uitimately, telecommunications, transport and financial services face an
uncertain future in the 1990s. Capacity restraints and uncompetetive
behavior will reduce the quantity and quality of services provided below
their competitive levels. If RTG control is reduced and services are
allowed to respond more competitively to market forces, opportunities abound
for service growth in the 1990s. If, however, the RTG retains close control
anc continues to restrict investment, TDRI’s pessimistic projections may be

- disappointingly accurate.

--No matter what the RTG decides, competitive Thai service industries of the
1990s, like their agricultural and industrial counterparts, will involve
higher value-added components, requiring skilled labor and capital and
technology-intensive investments. Moreover, while individual infrastructure
components are part of the services sector, individual service industries
need better infrastructure to sustain growth, e.g., communications for
financial services, and transport for tourism expansion.

With Singapore’s wages rising rapidly, and Hong Kong’s post-1997 future
uncertain, Thailand has a slim window of opportunity to become a regional
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services center by the year 2000. Success will depend on RTG willingness to
release its grip on the service sector and ability to alleviate
infrastructure, financial, and human capital inadequacies which constrain
Thai service performance. Absent clear and early change in these areas,
Thailand’s chance at the regional brass ring could slip away in the 1990s.

5. Conclysions

Over the coming decade, both short-term and long-run issues require
resolution if Thailand is to maintain rapid growth. In the short-term,
output growth will depend on maintenance of Thailand’s comparative advantage
in labor intensive products. Given rising wages, this requires increases in
labor productivity and reductions in other costs. Labor force skills,
provision of adequate infrastructure, environmental issues, and access to
finance at reasonable costs will be critical concerns for the next several
years. The Mission uses the shorthand term "efficiency issues” in referring
te these concerns.

Over the longer run, improving policy and capacity in education, technology,
infrastructure, and finance will be crucial. Issues here include: trade
liberalization to support technological adaptation, developing an adequate
pool of technically competent labor; improving firms’ capacity to absorb,
adapt, and develop new technologies; and evolution of a legal and regulatory
structure that will create adequate aquantity and quality of infrastructural
and financial services. The Mission uses the shorthand term "productivity
issues” to describe this set of concerns.

USAID concludes that efforts to support Thailand’s growth path in the 1990s
should be guided by the summary framework shown in Chart 1.

E. Political Economy

None of the conclusions of the previous pages are a surprise to thoughtful
Thai leaders in either the public or private sectors. TDRI’s year-end
conference drew many of the same conclusions; the local press is replete
with analyses of constraints to Thai economic performance in the decade
ahead. So why, when these issues are so well known, are opinions on
prospects for their resolution so mixed?

Before 1980, Thailand was a bureaucratic and military pelity. Business
interests advanced their agendas through links to one or the other of these
forces. Between 1980 and 1988, Prime Minister Prem Tinsulanonda expanded
the political leadership’s 1inkages to big business, academia, the rising
middle class, organized labor (of which state enterprise unions form the
strongest part) ind rural farmers. The net effect was to encourage a

return to democratic institutions. The election of 1988 was won by a
coalition of pro-business interests, led by the Chart Thai party under Prime
Minister Chatchai Choonhavan. The civilian government has found that,

-
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Chart 1 ; Thai Growth Path for the 1990s

(Summary Framework)
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despite a rapidly expanding economic pie, addressing eccnomic issues
involves tough resource allocation choices--choices which the government has
so far been unwilling to confront. Political developments over the 1980s
have expanded the democratic dimension of Thai society; they have also
complicated an already intricate economic decision-making process. These
complexities are evident in recent debates over proposed privatization of
state-owned enterprises.

It is impossible to predict the political situation six months ahead, much
less five or ten years in advance. But it is possible to say that the
future competitiveness of the Thai economy depends on economic decisions
taken over the next few years. These decisions will be easier if they
reflect the wishes of the popular majority. A number of interest groups
arose over the 1980s, particularly in response to environmental concerns.
Over the 1990s, Thailand’s economic prospects and the success of nascent
democratic institutions will depend on the country’s abiiity to broaden and
deepen the avenues of political and economic dialogue, achieve a sustainable
political consensus on the solutions to economic issues, and act decisively
to implement the chosen solutions.

III. Jargeting the USAID/Thailand Strateqy

As the preceding pages illustrate, during the 1990s Thailand will need to
address many barriers to further integration with the world economy.
USAID's financial resources for helping the Thai address these constraints
will be limited. Staffing resources are projected to deciine as well.

A. Applying and Inteargting ADC Program Objectives

Bearing in mind its program goal of fully sustainable, increasingly broad-
based Thai economic growth, recognizing that Thailand’s growth path in the
1990s will involve broader and deeper integration with the world economy,
and conscious of the enhanced mutual economic interests which derive from
Thailand’s emergence as an Advanced Developing Country, the Mission sought
to identify program objectives most critical to Thailand’s growth path, most
relevant to emerging ANE themes, and most important in the context of
heightened mutual economic interests. The conceptual framework for
targeting Mission program efforts is shown in Chart 2. The Mission defines
the program objectives for USAID/Thailand in the 1990s in terms of three
intersecting circles as follows:

1. Improved Efficiency and Productivity of Selected Aspects of
the Thai Economy {Open Markets): Short-term issues related to maintaining
competitiveness in Jabor-intensive production, and longer-term issues
related to increasing the value-added of Thai products and services, will be
critical to Thailand’s further integration with the world economy over the
1990s. In particular, expanding human capital (including technical
capacity), broadening and deepening financial markets, and managing the
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environment will be central to the sustainability of Thai growth. These are
also areas where U.S. expertise is strong, and private solutions abound.

2. i

The institutional capacity of elected national and
local government and non-governmental advocacy groups, the rule of law in
support of economic growth, and the role of the media in mobilizing popular
opinion will be critical elements of the Thai political economy in the
1990s. These are also areas where a number of private, non-profit U.S.
organizations are now interested in building programs in Thailand.

3. Muytual Interests (The ADC Dimension): Expanding U.S. Trade
and Investment with Thaiiand and Enhancing U.S.-Thai Collaboration on Global
ncer f Bi ral Interest. This focus includes: expanded use of the
expertise and resources of the U.S. private sector to resolve Thai barriers
to integration with the world economy; expanded participation by the U.S.
private sector in Thailand in implementation of AID-financed projects; AID
support of the business community’s efforts to improve the climate and
incentives for U.S. trade and investment; the availability of tied aid to
sustain U.S. competitiveness for major capital projects; and support of
selected activities encouraging bilateral cooperation on global or regional
issues, e.g. environment or AIDS. In selecting areas of substantive program
focus, the Mission also looked for areas where the U.S. has clear
comparative advantages.

With diminishing program and staff resources, the Mission recognized that
program approaches serving more than one objective are more valuable than

those serving only one objective. Accordingly, the Mission plans to focus
its efforts on the shaded portion of Chart 2.

B. n i ram Con

Over the last several months, seven research teams assisted the Mission in
identifying program interventions to ameliorate Thai growth constraints
through the application of U.S. expertise and resources. Each team focused
on an area identified in the ANE Concepts Paper as a probable constraint to
broader and deeper Thai iategration with the world economy: trade,
industrial and pricing policies, inadequate labor force skills, the need for
private participation in the provision of infrastructure and utilities,
limited private sector role in research, development and engineering,
inadequate financial markets, environmental constraints to growth, and
democratic pluralism issues. Summaries of each of the team’s findings and
recommendations form Annex D. While each team identified packages of
interventions which appear substantively reasonable and within the Mission’s

capacity to implement, there were also strong linkages among the conclusions
and recommendations:
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--A majority of the teams cited human capital deficiencies as elements of
their problem analysis. Although none of the teams cited capital shortages
as a current growth constraint, several suggested that policy, legal or
regulatory issues hamper financial markets’ ability to expand infrastructure
and social services. Four of the seven teams mentioned environmental issues
as an area of concern. Nearly all of the teams identified policy issues,
either at the crux of their focal area, or in relation to on> or more cross-
cutting themes. In some instances, bad policies or poor implementation are
disincentives to amelioration of the growth constraint. In other cases,
e.g., environment, the lack of policies has the same effect.

--As a result of their identification of policy issues, almost all of the
teams directly or indirectly identified tough political economy issues at
the root of Thai ability to resolve growth constraints.

--A11 of the teams saw opportunities to enlist U.S. public and private
sector expertise in the solution of Thai growth problems over the 1990s.

Recognizing these themes as areas of intersection among the conceptual
circles, the Mission used them to define its strategic purposes and to
identify linked program objectives, each of which can be targeted with a
mixture of on-going and planned programs and projects. Chart 3, "Parameters
of the USAID/Thailand Strategy for the 1990s," outlines program 1links.
Briefly, the Mission proposes to focus its program in the 1990s on three
critical areas:

--Expanding the quantity and improving the quality of Thai human capital,
particularly to increase the value-added of Thai products through the
application and management of technology.

--Facilitating the ability of international and domestic financial markets
to meet rising demand for infrastructure and social services.

--Ameliorating environmental degradation which now increases costs and
diminishes growth prospects in key industrial and tourism sectors.

These substantive issues will be addressed through judicious selection of
key interventions to:

--Address policy issues, or transfer catalytic problem-solving concepts or
techniques from U.S. to Thai public and private institutions.

--Assist key representative and advocacy groups to achieve a sustainable
political consensus on steps needed to resolve growth issues.

--In collaboration with other U.S. government agencies, expand U.S.-Thai
trade and investment and collaboration on global concerns of particular
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bilateral interest, not only to resolve key growth issues, but also to
create sustainable links outlasting AID’s presence in Thailand.

A comparison of Chart 3 with the list of studies contracted by the Mission,
suggests that some study topics, i.e., trade, industrial and pricing
policies, private participation in infrastructure and utilities, and the
role of the private sector in research, development and engineering, have
been dropped from the Mission’s priorities. This is not necessarily the
case. Policy issues remain an integral part of the Mission focus, but the
universe of Mission policy concerns has been narrowed to those issues which
inhibit Thailand’s ability to maintain competitiveness in labor-intensive
production, to move up the product cycle, or to be an effective trade and
investment partner with the U.S.

Similarly, the Mission continues to be concerned with limited private
participation in infrastructure, but within the broader context of a policy,
legal and regulatory framework which now inhibits financial markets’ ability
to meet rising demand for infrastructure and social services. The Mission
believes that bond markets and leasing arrangements are particularly
relevant to infrastructure expansion needs.

Finally, low private investment in research and development now appears a
rational financial decision in a business environment where high profits are
being made from low-technology production, or producticn relying on

technology imports. When the business climate for indigenous R&D investment
improves, the Mission will look again at technology finance issues as a part
of its broader focus on financial markets. In the interim, the Mission
beiieves that the human capital dimensions of firms’ needs for technology
acquisition, assimilation, adaptation and development are currently more
pressing, and can be addressed as part of the Mission’s broader focus on
human capital, particularly as it relates to the application and

management of technology.

At first glance, Chart 3 presents a complex array of program objectives for
a Mission whose FY 1990 DA program level is only $10 million. But the 1990
level derives in part from the size of the Mission pipeline, $74 million in
" DA resources at the end of FY 1989. Almost $10 million of this pipeline
will be deobligated from terminating projects in FY 1990. But a significant
portion of the continuing pipeline can be redirected toward new program
objectives. As Chart 3 indicates, all of the Mission’s on-going projects
are relevant to one or more aspect of Thai growth in the 1990s. Moreover,
each on-going project either addresses now, or can be restructured to
address, more than one strategic purpose, obtaining a larger "bang" for the
programmatic buck. As the Mission restructures and implements on-going and
new programs over the coming years, it will also try to leverage RTG, U.S.
private sector or other donor resources in support of program objectives.




C. ny of igl USA

As the Mission struggled with this plan, it gave considerable thought to
both the form and substance of appropriate program interventions in an ADC
context. It concluded that Thailand’s attainment of ADC status rer ‘ires not
only new program objectives, but also new forms of program interveition.
Because the Thai economy is much more dynamic than that of an LDC, USAID's
program in Thailand must be highly flexible and responsive to rapidiy
changing circumstances. Because Thailand already plays an expanded role in
the international marketplace, global market forces play an expanded role in
the Thai economy; AID’s program must reflect these forces, and use them to
accomplish program objectives. Because market forces are not well accessed
through public institutions, AID’s program must nurture more private sector
relationships, both in the U.S. and Thailand. Because of the growing
capacity of the Thai public and private sectors, AID interventions can now
be briefer and less costly than conventional projects. Finally, because
time is running out on AID’s presence in Thailand, ADC interventions must
broaden and deepen U.S.-Thai linkages which can endure over the longer term.

Accordingly, the Mission urged the study teams to identify relatively short-
term, inexpensive program targets which can be achieved with both on-going
and new program mechanisms. Charts 4 - 8 outline the teams’ suggestions;
they also incorporate some of the Mission’s own thoughts. Each chart is a
"close up" of the content of the Mission’s purpose-level objectives (as
shown in Chart 