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The Social Sector Program significantly 
contributed in mitigating the short-term 
impacts of the financial crisis, notably  
in the labor and social welfare sector.

Between 1985 and 1995, Thailand had the 
world’s fastest-growing economy, enjoying 
an impressive gross domestic product (GDP) 
growth rate of 8%–9%. The rapid economic 

growth was fueled by exports, foreign investment, and 
the expansion of the service sector. By 1995, the country 
had a net capital inflow of $14.24 billion, more than 100% 
increase from its net capital inflow 3 years before.1 During 
the same time, savings and investment exceeded 33% 
and 40%, respectively, and inflation was contained at less 
than 6%. Exports grew at an average annual rate of more 
than 15%. It was a period of one of the best economic 
performances in the region.

In 1997, the Thai baht was hit by massive speculative 
attacks, triggering a regional economic downturn. The 
currency crisis raised interest rates and the cost of imports, 
made commercial loans difficult to obtain, and led to 
bankruptcies and widespread unemployment. GDP fell 
by 1.4% in 1997 and further declined by 10.3% in 1998. 
In the same year, unemployment rate was 7.3%.2 Overall 
poverty incidence in Thailand rose from 11.4% in 1996 to 
13% in 1998 as an additional 1.1 million people fell below 
the poverty line.3

Mitigating the Social Impacts of the Financial Crisis
The financial and economic crisis impacted adversely 
on the social sector. The National Economic and Social 
Development Board (NESDB) estimated that the 
unemployed workers reached 1.0 million at the end of 
19974 and rose to 1.6 million in May 1998.5 Contraction of 
employment in the formal sector resulted in an increase 
in the size of the informal sector where enterprises 
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typically operate with a low level of organization, low 
and uncertain wages, and no social welfare and security. 
The devaluation of the baht imposed mounting price 
pressures on key medical and teaching supplies and 
services, pushing such social services beyond the reach 
of vulnerable groups. Worse, as part of the austerity 
program, the Government had to reduce budget on 
social services and poverty programs.

By August 1997, the International Monetary Fund 
(IMF) approved a $17.2 billion rescue package offered for 
additional loans to be made available subject to conditions 
such as temporary tightening of monetary policy to 
stem exchange rate depreciation and structural reforms 
to remove features of the economy that had become 
impediments to growth (including monopolies, trade 
barriers, and nontransparent corporate practices).6 The 
Thai Government launched a series of economic initiatives 
designed to stabilize the economy, boost domestic 
demand, encourage the growth of small and medium-sized 
businesses, and improve rural incomes and development.

As part of the IMF-led rescue package for Thailand, 
the Asian Development Bank (ADB) approved the 
$500 million Social Sector Program (SSP) Loan7 in 
1998 with the goal of supporting the Government in 
addressing the social consequences of the financial crisis 



and the underlying social sector causes. The loan was the 
first aid-assisted initiative focusing on social sectors in 
response to the economic crisis in Thailand. The SSP had 
three main purposes: mitigating the effects of the crisis, 
enhancing Thailand’s competitiveness, and rationalizing 
efficiencies in the delivery of social services.

Key Outputs8 of the Social Sector Program
The SSP was undertaken from 1998 to 2001. Under 
the program, centers for assistance to laid-off workers 
(CALOWs)9 were established in Bangkok and in each of 
the provincial capital to provide counseling, placement 
support, and training referral services. More than 
100,000 clients were attended to by the CALOWs. The 
Government was able to extend the social security 
coverage (health, disability, death, and maternity 
benefits) of about 55,000 laid-off workers by 12 months 
after retrenchment. The extension of benefits exceeded 
the 6-month period prescribed by the program. 

The Special Scholarship Fund was set up with the 
SSP, which targeted former students who quit during 
the crisis, students who were unable to pay their tuition 
fees and quit before the crisis, or came from poor 
families, and young boys entering the monkhood. With 
about $31 million allocated to the fund, more than 
516,000 students received scholarships to continue 
their education. For the disadvantaged urban preschool 
children, 17 childcare centers were established, and each 
one catered to an average of 50 children. The student 
loan scheme was expanded to prevent school dropout 
and loan recipients under the scheme increased each 
year from 435,000 in 1997 to 1 million in 2000.

In health care, allocations for the Public Assistance 
Scheme sustained its existing 25 million recipients and 
extended coverage to 3 million more. The Government 
allotted $27.3 million for the Voluntary Health Card 
Scheme to cover an additional 2.4 million cardholders. 
Evaluators from the National Institute of Development 
Administration found that 65% of the people purchasing 

the cards were categorized as “high risk.” The lunch and 
school milk project for disadvantaged children in childcare 
centers catered to over 13,700 children aged 3–6.

SSP Still Timely and Relevant
In 1999, Thailand’s real GDP grew by 4.4%, boosted by 
increased exports and greater domestic demand. The 
unemployment rate (which has gradually fallen since 
1998) dropped to 4.1% in 2002 and living standards 
finally recovered to slightly over the 1997 levels. Exports 
were much higher than the 1997 levels, although imports 
were barely higher.10 The poverty incidence dropped 
to 13% in 2002. These statistics suggest that Thailand’s 
efforts to recover from the 1997 financial crisis were 
successful and they managed to mitigate its immediate 
adverse social impacts. Given the depth of the crisis, this 
was a major accomplishment. The SSP was part of the 
package of assistance that made this possible.11

The SSP had three objectives: mitigate the short-
term adverse impact of the crisis on society, particularly 
on the most vulnerable groups; initiate structural reforms 
to enhance the competitiveness of the Thai economy 
through the development of human resources; and 
reduce inefficiencies in the provision of social services. 
The SSP significantly contributed in mitigating the short-
term impacts of the financial crisis, notably in the labor 
and social welfare sector. 

Despite the weaknesses of the SSP in its monitoring 
system (i.e., lacking specific indicators to define and 
monitor expected outcomes) and its inability to 
withstand changes in government leadership, the SSP as 
a social protection initiative to reduce the adverse social 
impact of a financial crisis was timely and relevant. Its 
short-term mitigation measures provided relief to the 
poor and vulnerable groups. Succeeding Thai political 
leaderships have committed advancing social sector 
reform, in particular securing protection for its vulnerable 
and marginalized groups, which are consistent with the 
objectives of the SSP. 
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