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It’s difficult to recall the aggression during the first few months of the Asian crisis. Close down your finance industry. Privatize your state enterprises. Sell off your banks. Remove all barriers to foreign entry. Abandon your old goals of economic and social policy. And don’t argue. The crisis is evidence of your failure. Your companies are all inefficient, your rulers all corrupt. Let us manage your economy, restructure your financial markets, rescue you from disaster with social safety nets.

This was the message coming from the IMF, backed up by a lot of trigger-happy journalists and shotgun academics.

Of course, this period did not last. The axial moment came in early 1998 when the Thai finance minister visited Washington. By that time the crisis had deepened and the contagion had reached Russia. The message that the minister received went something like this: the IMF got it wrong; now they’re floundering; we’ve got bigger problems; you’re on your own.

By this time the damage was done. The Thai economy had been driven back five years in a matter of months. Thousands of companies were bankrupt. At least half a million people had slipped down into severe poverty. The numbers in jail were doubling. 

Thailand had contrived the crisis by some very bad policies. But a combination of ignorance, ideology and opportunistic aggression had made it much, much worse than necessary.

Over the two years since, the emerging theme has been self-reliance. In many different ways the effect of this aggression-followed-by-abandon was to force the society to turn back on itself, to look more inwards. Out of this experience has come a handful of important lessons.

1. The best help is self-help. The World Bank and ADB proudly announced they were providing the biggest ever social program loan to cushion the Thai crisis. Social safety nets would be in place “by early 1998”. This proved very optimistic.

The international organizations had planned similar schemes in Eastern Europe over the 1990s. There they pulled apart old welfare schemes to create something more economic and sustainable. But Thailand had almost no welfare provision. The international organizations had to knit something together out of nothing. Planning took a long time. Implementation longer. The scheme was still stumbling into being when the World Bank announced the crisis was over. Even then, the help rarely reached those who really needed it.

Meanwhile the great social shock of the crisis was managed internally—by self-help schemes, family and community supports, sharing hardship, and some crude government projects for hurling money into the villages with eyes closed.

2. Beware of importing policy reform. At the height of the crisis, Thailand was flooded with organizations offering to reform banking, bureaucracy, politics, or whatever. The IMF’s own conditions included extensive restructuring of the financial system. The World Bank waded in with advice on good governance. The ADB looked into sectoral planning and social policy. 

Much of this was valuable. But local doubts arose. How much structural change can a society absorb in a short time? How practical are some of these plans? Who’s controlling the agenda? Who’s paying for all this advice?

In mid-1999, the Thai government seized the first opportunity to announce it was exiting from the IMF program. It handed back about three-quarters of the loans offered by the World Bank and ADB for policy support. It did not want to increase the public debt by paying international consultants to be told what to do. Neither does the Thai public. 

3. Look to your neighbors. Asked why the US contributed to the Mexican bailout but not the Thai one, Larry Summers replied, “Thailand is not on our border.” The major contributions all came from Asian neighbors. A year later, when the economy was still spiraling down, Japan offered the money to fund a desperate stimulus. 

This regional helping-out is not a surprise. The economies of the region are so interlinked that they rise and fall together. Common interests make good neighbors. Similar problems promote mutual understanding. The crisis has emphasized the need to strengthen regional cooperation so countries in distress don’t have to rely on outsiders with less sympathy, less knowledge and less at stake. Recently Thailand initiated proposals to strengthen regional financial cooperation.

4. Rely on yourself. In December 1997 the king of Thailand made a famous speech about sufficiency and self-reliance. At first this was interpreted to mean: strengthen the village economies to bear the strain of migrant labor returning from the ruins of urban collapse. But over time the interpretation broadened to a larger idea: build the economy more squarely on the nation’s foundation of human, natural and cultural resources. 

At the end of 1999, TDRI, the country’s leading mainstream think-tank, devoted its flagship annual conference to the king’s ideas on the sufficiency economy. This gathering of technocrats, bankers and businessmen started out with a lecture on Buddhist economics, and ended with a summary that, “For the sake of the Thai way-of-life, it is necessary to lay a new theoretical foundation which is self reliant, self-critical, and takes the middle path.”

If Thailand concentrates on being a host for footloose industries and flighty finance, then it will always be vulnerable to the blackmail of capital flight, always prone to crisis. In today’s globalized world, self-reliance doesn’t mean isolation. It does mean using your resources cleverly, and staying in control.

It is hardly surprising that the shock of the crisis and the external aggression of its early months provoked a reaction. But the form of that reaction has been intriguing. There has been little flag-waving nationalism—or at least the flag-wavers gained little support. But there has been a quiet growth of self-reflective defiance. If there is one final conclusion emerging from Thailand’s experience of the worst economic crisis in its history, it may be the ironic discovery that greater self-reliance is the secret of success in the age of globalization.
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