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O Project amounts are not necessarily for venture capital; in some cases, the USAID funds are used for lending by firms using
other funds for venture capital activities.
T Total project; documentation unclear on amount for venture capital activity.

0 O O Jim Fox, CDIE, “The Venture Capital Mirage: Assessing USAID Experience with Equity Investiment”, 1996, Table 1, p.7
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LIST OF PERSONS INTERVIEWED/CONTACTED

000 00 The WORLD BANKDO

Finance, Private Sector & Infrastructure Network
Financial Sector Board
Ken Lay, Director and Chair
Financial Sector Development Department
Khalid Sirgj, Adviser, Financia Policy
Financial Economics Unit
John Shilling, Head
Capital Markets Development Department
Noritaka Akamatsu

Poverty Reduction & Economic Management Network
Specia Financial Operations
Tom Rose
Richard Zechter
Kazuhiro Sakamaki

Resource Mobilization & Cofinancing
Office of the Vice President
Albert Howlett, Program Coordinator & Assistant to the VP

East Asia & the Pacific Regional Office
Poverty Reduction & Economic Management
Masahiro Kawai, Manager
ljaz Nabi
Central Services Unit
Keiko Sato

Latin America & the Caribbean Regional Office
Finance, Private Sector & Infrastructure Unit
Danny Leipziger, Director

World Bank Institute
Economic Management & Policy Division
Ishac Diwan, Manager
Regulatory Reform & Private Sector Division
Joseph Pegues, Principal Economist
Programming & Resources Unit
Joseph Ingram, Program Manager
Ines ‘ Garcia-Thoumi, Program Coordinator

Operations Evaluation Department
Sector & Evaluation Department
Nicolas Mathieu

Planning and Budgeting Department

Policy Support & Board Relations
Kabir Ahmed
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Strategy & Policy Office
Yoshihiro lwasaki, Chief
Edgardo Rodrigue, Senior Strategy & Policy Officer
Toru Tatara, Senior Strategy & Policy Officer

Program Department (East)
Shoji Nishimoto, Director
Shamshad Akhtar, Program Manager
Kazu Sakai, Head, Greater Mekong Sub-Region Unit

Infrastructure, Energy & Financial Sectors Development (East)
Paul Dickie, Director
Charles Coe, Manager, Fin. Sec. & Industry Division

Program Department (West)
Rajat Nag, Program Manager, Division West 3

Infrastructure, Energy & financial sectors Development (West)
Bindu Lohani, Deputy Director
Brahm Prakash, Manager, Financia Sector & Industry Division
Randolph Earman, Senior Financial Analyst

Budget, Personnel & Management Services Department
Kunio Senga, Manager, Budget & Management Division
Raobert Yeung, Senior Budget & Management Officer

Central Operations Services Office
Raquel De Leon, Senior Technical Assistant

Economics and Development Resources Center
S. Ghon Rllee, Resident Scholar

ADB Washington Office
D.C., Amerasinghe, Resident Representative

Oo0O0DDO0usAIbd

Office of Emerging Market
Rebecca Maestri

Center for Development Information and Evaluation
James Fox Senior Economist

Europe & Newly Independent States (ENI)
Richard Burns. Director
Jean Lange, Senior Financial Sector Specialist
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Toru Taguchi, Resident Representative
Anne Emig, Program Officer
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00000000 Documents Collectedd

0 0O 0 00 the World BankO

A. World Bank/General

The World Bank, “Q&A: Facts & Figures about The World Bank”, Fall 1998

The World Bank, “1998 Annual Report”, Sep., 1998

The World Bank, “1997 Annual Report”, Sep., 1997

Planning & Budget Department, ‘Review of World Bank Programs and FY 99 Budget”, May 1998

James D. Wolfensohn, “The Other Crisis: Address to the Board of Governors at the Annual Meeting”, Oct.,
1998

Joseph E. Stiglitz, “Towards a New Paradigm for Development: Strategies, Policies, and Processes’, Oct., 1998
7. World Bank, “Organization Chart”, 1998

g rdwbdpE

o

B. Financial Sector/General
8. Financial Sector Board, “Introduction to the Financial Sector Practice of the World Bank”, Nov., 1998
9. Nicolas Mathew, OED, “Financial Sector Reform: A Review of World Bank Assistance”, 1998
10. Committee on Development Effectiveness, “Management response to the OED Report: Financial Sector Reform:
A Review of World Bank Assistance”’, May 1998
11. Gerard Caprio & Constanteju A. Claessens, “Finance and Development: Background Materials for the World
Bank Group’s Framework for the Financial sector”, Apr., 1997
12. The World Bank, “Report of the Task Force on Financial Sector Operations’, Aug., 1989
13. The World Bank, “Operational Directive 8.30: Financial Sector Operations’, Feb., 1992
14. The World Bank, “Operational Policies 8.30: Financial Intermediary Lending”, Jul., 1998
15. The World Bank, “Globa Development Finance”, 1998

Bank/IMF Coordination
16. Managing Director, IMF, and President, The World Bank, “Bank-Fund Collaboration in Assisting Member
Countries’, Mar. 30, 1989
17. The World Bank, “Bank-fund Collaborations on Strengthening Financial Sector”, Aug., 1997

Economic Development Institute (renamed “World Bank Institute” in Mar., 1999)
18. Economic Development Institute, “1998 Annua Report”, Sep., 1998
19. Economic Development Institute, “ Securities Market Development: A Guide for policymakers’, 1997

Technical Assistance Procedures
20. The World Bank, “Guidelines: Selection and Employment of Consultants by World Bank Borrowers’, Jan., 1997
21. The World Bank, “Administrative Manual: Consultants Employment by the Bank for Operational Purposes”,
Jul., 1997

Social Safety Net
22. Socia Development Task Group, “Social Development and Results on the Ground: Task Group Report”, May
1997

Cases

23. East Asia & the Pacific Region, “East Asia: The Road to Recovery”, Sep., 1998

24. The World Bank Thailand Office, ‘ Thailand Economic Monitor”. Nov., 1998

25. Latin America and the Caribbean Region, “Western Hemisphere Finance Ministry Initiative: Payments and
Securities Clearance and Settlement Systems Project”, Sep., 1998

26. Danny Leipziger, “East Asian Crisis - Lessons for Latin America’, Jun., 30. 1998

27. East Asia and the Pacific Region, “Report and the Recommendations of the President (RRP):
Proposed Loan to Thailand for Finance companies Restructuring”, Dec., 1997

28. East Asia & the Pacific Region, “The ASEM Trust Fund: The World Bank Group Overview”, Feb., 1999
O Thailand - Country Strategy Framework
O China - Country Strategy Framework
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29.

30.

31.
32.

O Malaysia - Country Strategy Framework

O Philippines - Country Strategy Framework

O Vietnam - Country Strategy Framework

East Asia and the Pacific Region, “ Technical Assistance Funding Proposal for Japan PHRD Fund: Indonesia,
Technical Assistance for Corporate Debt and Firm Restructuring”, Feb., 1999

East Asia and the Pacific Region, “Technical Assistance Funding Proposal for ASEM Trust Fund: Korea.
Performing Social Protection for Workers®, Jul., 1998

Economic Development Institute, “China Commercial Bank Training program: FY 99 Strategy”, Dec., 1998
Economic Development Institute, “Proposal to the Government of Japan: Banking Reform — Regional/nationa”,
1998

gooboODDboADBO

A. ADB/General
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ADB, “1996 Annual Report”, Apr., 1997

ADB, “1997 Annual Report”, Apr., 1998

ADB, “Organization Chart”, Nov., 1998

ADB, “Loan, Technical Assistance and Private Sector Operations Approvals’, Dec., 1997

“- do—, Supplement”, Sep., 1998

ADB, “Budget for the Asian Development Bank for 1999”, Nov., 1998

ADB, “ADB Business Opportunities’, Oct., 1998

ADB, “Detailed Processing Status of 1999 firm Regional TAS’, Nov., 1998

ADB, “Monthly Report on Small-Scale Technical Assistance Projects Not Exceeding $150,000 Per Project”,
Mar., 1998

B. Financial Sector/General

10.

11.
12.
13.

Development Policy Office, “ Staff Instruction on Program Lending and Sector Development Programs’, Oct.,
1996

Development Policy Office, “A Review of the Bank’s Program Lending Policy”, Mar., 1990

ADB, “Summary of Discussions at Board Meeting: Review of the Bank’s Program Lending Policy”, Apr., 1990
ADB, “Issues in Banking Sector Restructuring”, Sep., 1998 (draft paper submitted to the meeting of the MDB
Heads)

Post Evaluation Office Guidelines

14.
15.
16.
17.

Cases
18.

10.
20.

21.

22.

23.

24.

25.

26.

Post Evaluation Office, “Guidelines for Preparation of Project Performance Audit Reports’, Aug., 1992
Post Evaluation Office, “Guidelines for Preparation of Project Performance Audit Reports’, Jun., 1993

Post Evaluation Office, “Guidelines for TA Performance Audit Reports’, Sep., 1992.

J.P. van Heeswijk, “Guidelines for the Assessment of the Impact of Program Loans on Poverty”, Mar., 1992

Post Evaluation Office, “Lessons Learned from Each Completed Project/TA for Program Loans Under Financial
Sector, Nov., 1998

Post Evaluation Office, “Program Performance Audit Report, Financial Sector Program in Indonesia’, Jun., 1993
Post Evaluation Office, “TA Performance Audit Report on Technical Assistance to the Banking Sector in
Mongolia’, Dec., 1997

Post Evaluation Office, “Program Performance Audit Report on the Financial Sector Program in Sri Lanka”,
Dec., 1997

East Asia Region, “Proposed Technical Assistance for Banking, Capital Market and International Competitiveness
Reforms in Response to the Currency Turmoil (Japan Special Fund)”, Dec., 1997

Economic Development Research Center, “TA for the Study of Financial Markets in Selected Developing Member
Countries (JSF)”, Jan., 1998

EDRC, “TA for a Study of Corporate Governance and Financing in Selected Developing Member countries
(JSF)”, Aug., 1998

EDRC, “TA for a Social Impact Assessment of the Financial Crisis in Selected Developing Member Countries
(JSF)”, Aug., 1998

ADB, “TA for Maaysia: Formulation of a Financial Sector Strategy”, Nov., 1998
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27.

28.
29.
30.
31

ADB, “Indonesia: Second financial Sector Program Loan Progress Report: Release of Second Tranche”, Mar.,
1993

ADB, “ Proposed Loan - Export Financing Facility Project (Thailand)”, Mar., 1998

ADB, “ Proposed Loan - Second Financial Sector Program Loan (Indonesia)”, Feb., 1992

ADB, “Proposed Loan - Financial Sector Program Loan (Kored)”, Dec., 1997

ADB, “Proposed Loan and Equity Investment. Financial Governance Reforms: Sector Development Program
(Indonesia)”, Apr., 1998

Research Papers

32. EDRC, “The Yen Depreciation and Its Implications for East and Southeast Asia’, Sep., 1998
33. EDRC, “Controls on Short-term Capital Inflows - The Latin American Experience and Lessons for Developing
Member Countries’, Sep., 1998
34. EDRC, “Contagion: How the Asian Crisis Spread”, Oct., 1998
35. EDRC, “Exchange Controls. The Path to Economic Recovery in Asia’, Oct., 1998
36. EDRC, ‘The East Asian Financia Crisis - Implications for Exchange Rate Management”, Oct., 1998
37. EDRC, “Assessing the Social Impact of the Financial Crisisin Asid’, Nov., 1998
00000000 USAIDO
USAID/General
1. USAID, “AGENCY Strategic Framework: Principal Components
2. USAID, “USAID Budget for FY97-FY 99", 1998
3. USAID, “Organization Chart”, 1998
4. Center for Development Information & Evaluation (CDIE), “1997 Agency Performance Report”, Jan., 1998

Financial Sector/General

1

2.

Cases

g rwbdpeE

Jim Fox, CDIE, “The Venture Capital Mirage, Assessing USAID Experience with Equity Investment”, Aug.,
1996
Center for Economic Growth, “Financial Sector Development Project |1 (FSDPII) -Briefing Book”, Nov., 1997

CDIE, “Developing Romania's Capital Market: Impact Evaluation”, 1998
CDIE, “Developing the Capital Market in the Philippines: Impact Evaluation”, Nov., 1998
CDIE, “Developing the Capital Market in India: Impact Evaluation”, Dec., 1998
CDIE, “CDIE Study of USAID and Capital Markets (India, Kenya, Morocco, Philippines, Romania)”, 1998
USAID, “USAID Congressiona Presentation FY99”, Feb., 1998:
O Europe and the Newly Independent States (Overview including Europe FY99 Country Summary)
O Central Asia Region (Freedom Support Act)
O Regional Activities in Central & Eastern Europe
Country Activity Data Sheet:

Albania: Private Enterprises [0 Financial Reform
Kyrgyzstan: Fiscal Reform O Private Enterprises 0 Financial Reform
Ukraine: Fiscal Reform [0 Private Enterprises 0 Financial Reform
Croatia: More Competitive Market - Responsive Private Financial Sector
Kazakhstan: Financial Reform
Lithuania: Financial Reform
Poland: Financial Reform
Romania: Financial Reform

O Regional Activities in Africa:
Madagascar

South Africa
O Regional Activities in Asia:

India: Increased Mobilization of Capital through Fin. Sec. Reform

Indonesia: Sustained Liberalization of Intl Trade & Domestic Competition for the Mutual
Benefit of Indonesia and the US

Mongolia: Mongolia Economic Policy Support Project
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LIST OF 88 FINANCIAL SECTOR ADJUSTMENT-RELATED PROJECTS (FSLs): FY85-FY96

Loan/ ! . ! Major
chjrr';e?tj(ter H?ljjem Country Region Project Name F\l{sg:rl ';rgticst Iante;TJ(rjri1 g%t Alr_nooaLrJ]nt
C22830 | 110 |Benin AFR | Structural Adjustment Loan I 1991 | Completed SAL 55
C24720 | 289 |Burkina Faso AFR | Private Sector Assistance 1993 Active SIL 7
C23030 | 1199 | Cote D'ivoire AFR | Financia Sector Adjustment Program 1992 | Completed SAD 200
C19110 892 | Ghana AFR | Financial Sector Adjustment Credit | 1988 | Completed SAD 100
C23180 911 | Ghana AFR | Financia Sector Adjustment Credit |1 1992 Active SAD 100
C21480 | 1050 | Guinea AFR | Private Sector Promotion 1990 | Completed SAD 50
C26530 | 1078 | Guinea AFR | Financia Sector Operation 1995 Active SAL 23
C17980 | 983 | Guinea Bissau AFR | Structural Adjustment Loan 1987 | Completed SAL 15
C20490 | 1310 |Kenya AFR | Financia Sector Operation 1989 | Completed SAD 120
C18340 | 1511 | Madagascar AFR | Industry and Trade Policy Adjustment Credit 1987 | Completed SAD 83
C21040 | 1540 |Madagascar AFR | Financia Sector and Private Enterprise Development Proj. | 1990 Active SIM 48
C22210 | 1655 |Malawi AFR | Financial Sector and Enterprise Development Project 1991 Active FIL 32
C27260 | 1866 |Mauritania AFR | Private Sector Development Program 1995 Active SAD 30
C26070 | 1811 | Mozambique AFR | Financia Sector Capacity-building Project 1994 Active TAL 9
C18020 | 2340 | Senega AFR | Structural Adjustment Loan |11 1987 | Completed SAL 93
C20770 | 2355 | Senega AFR | Financia Sector Adjustment Program 1990 | Completed SAD 45
C23080 | 2809 | Tanzania AFR | Financial Sector Adjustment Credit 1992 | Completed SAD 200
C27710 | 35620 | Tanzania AFR | Financia Institutions Development Project 1996 Active SIL 10.9
C24960 | 2962 |Uganda AFR | Financia Sector Adjustment Credit 1993 Active SAD 100
C24230 | 3623 |China EAP | Financia Sector Technica Assistance Project 1993 Active TAL 60
L29370 | 3962 |Indonesia EAP | Second Trade Policy Adjustment Loan 1988 | Completed SAD 300
L30800 | 3974 |Indonesia EAP | Private Sector Development Loan 1989 | Completed SAL 350
L32670 | 3994 |Indonesia EAP | Private Sector Development Loan |1 1991 | Completed SAL 250
L35260 | 3970 |Indonesia EAP | Financia Sector Development Project 1993 Active FIL 307
L2571 | 4120 |Korea EAP | Industrial Finance Project I1. 1985 | Completed SAD 222
C20370 | 4199 |Lao, PDR EAP | Structural Adjustment Credit 1989 | Completed SAL 40
L2770/1 | 4281 |Madaysia EAP | Development Finance Project 1987 | Completed SIL 65
L30490 | 4517 | Philippines EAP | Financia Sector Adjustment Loan 1989 | Completed SAD 300
L35850 | 8278 |Armenia ECA | Institution-building Loan 1993 Active TAL 12
L33970 | 8308 |Bulgaria ECA | Structural Adjustment Loan | 1992 | Completed SAL 250
L38030 | 8401 |Estnia ECA | Financia Institutions Development Project 1995 Active FIL 10
L31910 | 8478 |Hungary ECA | Financial Systems Modernization Project 1990 Active SIM 66
L33470 | 8492 |Hungary ECA | Structural Adjustment Loan |1 1991 | Completed SAL 250
L38670 | 8508 |Kazakstan ECA | Finance and Enterprise Development Project 1995 Active SIL 62
L37950 | 8527 |Latvia ECA | Enterprise and Financial Sector Restructuring Project 1994 Active SIL 25
L3695 8529 |Latvia ECA | Agricultural Development Project 1995 Active FIL 35
L38660 | 8536 |Lithuania ECA | Enterprise and Financial Sector Assisitance Project 1995 Active FIL 25
C27210 | 8409 |Macedonia ECA | Financial and Enterprise Sector Adjustment Credit 1995 Active SAD 85
L32470 | 8585 |Poland ECA | Financia Institutions Development Project 1991 Active SAD 200
L33410 | 8588 |Poland ECA | Structural Adjustment Loan | 1991 | Completed SAL 300
L35990 | 8589 |Poland ECA | Enterprise and Financial Sector Adjustment Loan 1993 Active SAL 450
L37340 | 8828 |Russia ECA | Financial Institutions Development Project 1994 | Completed SIL 200
L36660 | 8848 |Slovak Republic | ECA | Economic Recovery Loan 1994 | Completed SAL 80
L36360 | 8854 |Slovenia ECA | Enterprise and Financial Sector Adjustment Loan 1994 Active SAD 80
L27140 | 8962 | Turkey ECA | Financial Sector Adjustment Loan 1986 | Completed SAD 300
L29640 | 8987 | Turkey ECA | Financial Sector Adjustment Loan |1 1988 | Completed SAD 400
L35580 | 6047 |Algentina LAC | Financial Sector Adjustment Loan 1993 | Completed SAL 400
L37090 | 5988 |Algentina LAC | Capita Market Development Project 1994 Active FIL 500
L37100 | 6062 |Algentina LAC | Capita Market Technical Assistance Project 1994 Active TAL 85
L3926 | 40904 | Algentina LAC |Bank Reform Loan 1996 Active SAD 500
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C18090 | 6160 |Bolivia LAC | Public Financial Management Operation Il 1987 | Completed TAL 115
C19250 | 6159 |Boalivia LAC | Financia Sector Adjustment Project 1988 | Completed SAD 70
C22980 | 6184 |Boalivia LAC | Structural Adjustment Program 1992 | Completed SAL 40
L26250 | 6627 |Chile LAC | Structural Adjustment Loan 1986 | Completed SAL 250
L27670 | 6628 |Chile LAC | Structural Adjustment Loan |1 1987 | Completed SAL 250
L28920 | 6633 | Chile LAC | Structural Adjustment Loan I11 1988 | Completed SAL 250
L31430 | 6634 |Chile LAC | Financial Markets Operation 1990 | Completed FIL 130
L25180 | 6923 | Costa Rica LAC | Structural Adjustment Loan | 1985 | Completed SAL 80
L28970 | 7103 | Ecuador LAC | Financial Sector Adjustment Operation 1988 | Completed SAD 100
L36090 | 7098 | Ecuador LAC | Private Sector Development Project 1993 | Completed FIL 75
L35330 | 7210 |Guatemaa LAC | Economic Modernization Loan 1993 | Completed SAL 120
C26690 | 7259 | Guyana LAC | Financial Sector and Business Environment Project 1995 Active SAD 155
C27460 | 34605 | Guyana LAC | Private Sector Development Adjustment Credit 1995 Active TAL 35
L29900 | 7383 |Honduras LAC | Structural Adjustment Loan | 1989 | Completed SAL 50
L28480 | 7445 |Jamaica LAC | Trade and Financial Sector Adjustment Operation | 1987 | Completed SAD 40
L33030 | 7469 |Jamaica LAC | Trade and Financia Sector Adjustment Operation Il 1991 | Completed SAD 30
L30850 | 7691 | Mexico LAC | Financial Sector Adjustment Loan 1989 | Completed SAD 500
L38380 | 40497 | Mexico LAC | Financial Sector Technical Assistance Project 1995 Active SAD 1,000
L39110 | 34161 | Mexico LAC | Financial Sector Restructuring Adjustment Program 1995 Active TAL 236
C23020 | 7781 |Nicaragua LAC | Economic Recovery Credit 1992 | Completed SAL 110
L37740 | 7917 | Paruguay LAC | Private Sector Development Project 1995 Active SIL 50
L34890 | 8050 | Peru LAC | Financial Sector Adjustment Loan 1992 Active SAD 400
L30810 | 8145 |Urnguay LAC | Structural Adjustment Loan |1 1989 | Comlpeted SAL 140
L32240 | 8208 | Venezuela LAC | Financial Sector Adjustment Loan 1990 | Comlpeted SAD 300
L33520 | 4963 |Algeria MNA | Enterprise and Financial Sector Adjustment Loan 1991 | Comlpeted SAD 350
L38340 | 35704 | Algeria MNA | Economic Rehabilitation Support Loan 1995 Active SAL 150
C24020 | 5167 |Egypt MNA | Technical Assistance Project for Pricatization and 1992 Active TAL 9
Enterprise and Banking Sector Reforms
L26040 | 5414 | Morocco MNA | Industrial Trade Policy Adjustment Loan 1986 | Comlpeted SAD 200
L33650 | 5495 | Morocco MNA | Financial Sector Development Project 1991 Active SAD 235
L39280 | 5522 | Morocco MNA | Financial Sector Development Project 1996 Active SAD 250
L29620 | 5718 | Tunisia MNA | Structural Adjustment Loan | 1988 | Comlpeted SAL 150
L34240 | 5742 | Tunisia MNA | Economic and Financial Reforms Support Loan 1992 | Comlpeted SAL 250
C21520 | 9528 |Bangladesh SAS | Financia Sector Adjustment Credit 1990 | Comlpeted SAD 175
L38560 | 10563 | India SAS | Financial Sector Development Project 1995 Active FIL 700
C20460 | 10334 | Nepa SAS | Structural Adjustment Credit 11 1989 | Comlpeted SAL 60
L30290 | 10327 | Pakistan SAS | Financia Sector Adjustment Loan 1989 | Comlpeted SAD 150
L38080 | 10470 | Pakistan SAS | Financial Sector Deepening and Intermediation Project 1995 Active FIL 216
C24840 | 10419 | Sri Lanka SAS | Private Finance Development Project 1993 Active SIL 60
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BANK ESW RELATED TO FINANCIAL SECTOR REFORM: FY81-FY95

Report No. Country Title Type Date
7690 | Botswana Financial Policies for Diversified Growth SR 8/1/89
10978 | Burundi A Financia Sector Review SR 711492
4066 | Burundi Financial Sector Report SR 7/1/82
6028 | Cameroon Financial Sector Report SR 6/1/86
3113 | Cote D'lvoire Finance in the Development of Ivory Coast ER 12/1/81
9427 | Ethiopia Financial Sector Review SR 6/1/91
4766 | Gambia Financial Sector Review SR 10/1/83
13423 | Ghana Financial Sector Review: Bringing Savers and Investors Together SR 12/29/94
8911 | Ghana Towards a Dynamic Investment Response SR 10/1/90
9809 | Guinea Bissau Private Sector Development Study SR 12/1/91
11438 | Kenya Tapping Kenya's Potential: A PSD Strategy SR 12/1/92
5619 |Kenya Agricultura Credit Policy Review SR 8/1/85
5246 | Kenya Industrial Finance SR 4/1/85
8021 | Lesotho Financial Sector Review SR 4/1/90
9817 | Madagascar Financial Policies for Diversified Growth SR 3192
10057 | Madagascar Rural Finance Setor Review SR 21192
9009 | Malawi Financial Policies for Sustainable Growth SR 2/19/92
10443 | Mauritius Financial Sector Review SR 6/1/92
10269 | Mozambique Financial Sector Study SR 9/1/92
13911 | Nigeria The Nigerian Rura Financial System: Assessment and Recommendations SR 1/26/95
12781 | Nigeria The Nigerian Banking System: Financial Assessment and Key Issues for Distress Resolution | SR 3/16/94
9864 | Nigeria The Financial Sector: Issues and Options SR 10/1/91
4051 | Nigeria Financial Intermediation SR 2/1/83
8934 | Rwanda Financial Sector Review SR 5/1/91
4457 | Sierra Leone Financial Sector Study SR 2/1/84
9099 | Uganda Financial Sector Review SR 5/7/91
8498 | Zaire Private Sector Incentives: Current Policies and Proposals for Reform ER 3/1/90
12387 | Zambia Financial Sector Development SR 10/1/93
13492 | China Financial Sector Reforms: Current Status and |ssues SR 9/6/94
8415 | China Financial Sector Review: Financial Policies and Institutional or Development ER 6/29/90
13112 | Indonesia Non-bank Financia Sector Study SR 6/7/94
9498 | Indonesia Developing Private Enterprise SR 5/9/91
9150 | Indonesia Financial Sector Report SR 5/1/90
4566 | Indonesia Rural Credit Study SR 6/1/83
11373 | Korea Financial Sector Study SR 711493
3288 | Korea Financial Sector Report SR 11/1/80
6530 | Maaysia A Study of Development Finance Institution SR 1/1/87
10053 | Philippines Capital Market Study ER 2/1/92
7177 | Philippines Financial Sector Study SR 8/1/88
8403 | Thailand Financial Sector Study SR 5/25/90
4085 | Thailand Perspectives for Financial Reform SR 7/1183
13153 | Vietnam Financial Sector Review: An Agenda for Financial Sector Development SR 3/1/95
9223 | Vietnam Transforming A State-owned Financial System: A Financial Sector Study SR 4/15/91
6941 | Hungary Development and Reform of Financial Markets SR 6/1/89
11818 |Russia The Banking System in the Transition SR 9/1/93
4459 | Turkey Special Economic Report: Policies for the Financial Sector ER 9/1/83
7869 | Yugoslavia Financial Sector Restructuring: Policies and Priorities SR 11/1/89
12963 | Argentina Capital Market Study SR 12/21/94
11673 | Argentina Financial Sector Review SR 11/1/89
7176 | Argentina Securities Markets and Main Non-bank Financia Institutions SR 3/1/88
6418 | Argentina Banking Sector: The Need for Reform SR 12/1/86
13873 | Bolivia How Legal Redtrictions on Collateral Limit Access to Credit in Bolivia SR 12/1/94
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11075 | Bolivia Restructuring for Growth: The Remaining Agenda for PE Reform and PSD ER 9/1/92
6765 | Bolivia Banking Sector Study SR 11/1/88
11581 | Brazil The Development of the Brazilian Capital Market SR 10/7/94
9458 | Brazil Capital Markets Issues SR 3191
7725 | Brazil Selected Issues of the Financial Sector SR 3/1/90
8247 | Brazil The Dilemma of Brazil's State Banking System SR 1/1/90
2790 | Brazil Financial Systems Review SR 11/1/80
7737 | Chile Industrial Finance: Sector Report SR 1/1/89
11724 | Colombia Financial Sector Reform SR 6/1/93
8276 | Colombia Financial Sector Strategy Paper SR 12/1/89
6337 | Colombia Commercial and Development Banks SR 3/1/86
4274 | Colombia The Colombian Investment Banking Sector and Related Financial Sector |ssues SR 8/1/83
6821 | Costa Rica Selected Financial Sector Issues SR 3/1/88
8601 | Dominican Republic | Financial Sector Strategy ER 4/1/90
5270 | Ecuador Brief Review of the Financial Sector SR 4/1/85
7819 | Guatemala Financial Sector Report ER 7/1/90
11705 | Guyana Private Sector Development SR 6/1/93
10307 | Guyana From Economic Recovery to Sustained Growth ER 4/1/92
7363 | Honduras Financial Sector Survey ER 7/1/88
11823 | Mexico Country Economic Memorandum ER 5/16/94
9198 | Mexico Development Banks Issues: A Framework of Analysis and Suggested Bank Strategy SR 12/1/90
4316 | Peru Brief Review of the Financial Sector SR 2/1/83
9373 | Trinidad and Tobago | Financial Sector Study SR 5/1/91
8899 | Uruguay Financial Sector Development and Restructuring |ssues ER 6/1/90
10393 | Venezuela Term Financing and Capital Markets Development SR 2/1/92
11940 | Algeria Capital Markets Study ER 6/1/93
7241 | Algeria The Algerian Financial System SR 5/1/88
2981 | Algeria Le Financement Des Enterprises Et Le Systeme Bancaire SR 4/10/80
10790 | Egypt Financial Policy for Adjustment and Growth SR 9/1/93
10337 | Egypt Reform and Development of the Securities Market: Recommendation to the Government SR 21192
13153 |lIran Capital Markets and Financial Ingtitutions SR 9/28/94
13183 | Lebanon Financial Policy for Stabilization, Reconstruction, and Development ER 7127194
11557 | Morocco Developing Private Industry in Morocco SR 71193
4957 | Morocco Financial Sector Study SR 12/1/84
5263 | Tunisia Financial Sector Report SR 12/1/85
6901 | Bangladesh A Program for Financial Sector Reform SR 12/1/87
4098 | Bangladesh Financial Sector Review SR 9/1/82
10489 | India Stathilizing and Reforming the Economy ER 5/1/92
8264 | India Financial Sector Report: Consolidation of the Financial System SR 6/1/90
6661 | India Credit and Capital Markets Study SR 2/1/87
11637 | Pakistan Restructuring the Financia System: Building on Financial Reform ER 4/1/93
7049 | Pekistan Financial Sector Review SR 12/1/87
9339 | Sri Lahka Financial Institutions Study SR 2/1/91
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LIST OF SAMPLE FINANCIAL SECTOR ADJUSTMENT-RELATED OPERATION (FSLs)
FOR 23 COUNTRIES FY85-FY 96

cReDIT PROECT | country PROJECT NAME A | ok LENDING AI\LA%/?J';‘\JT
NO. INSTRUMENT | (Million)
C23030 1199 | Cote d'lvoire | Financial Sector Adjustment Program 1992 | Completed SAD 200
C19110 892 Ghana Financial Sector Adjustment Credit | 1988 | Completed SAD 100
C23180 911 Ghana Financial Sector Adjustment Credit 11 1992 Active SAD 100
C20490 1310 |Kenya Financial Sector Operation 1989 | Completed SAD 120
C22210 1655 | Maawi Financial Sector and Enterprise Development Project 1991 Active FIL 32
C118020 | 2340 | Senegal Structural Adjustment Loan I11 1987 | Completed SAL 93
C20770 2355 | Senega Financial Sector Adjustment Program 1990 | Completed SAD 45
C23080 2809 | Tanzania Financial Sector Adjustment Credit 1992 | Completed SAD 200
C27710 | 35620 |Tanzania Financial Institutions Development Project 1996 Active SIL 10.9
C24230 3623 | China Financial Sector Technical Assistance Project 1993 Active TAL 60
L29370 3962 |Indonesia Second Trade Policy Adjustment Loan 1988 | Completed SAD 300
L30800 3974 |Indonesia Private Sector Development Loan | 1989 | Completed SAL 350
L32670 3994 |Indonesia Private Sector Development Loan |1 1991 | Completed SAL 250
L35260 3970 |Indonesia Financial Sector Development Project 1993 Active FIL 307
L2571 4120 | Korea Industrial Finance Project |1 1985 | Completed SAD 222
L2770/1 | 4281 |Maaysa Development Finance Project 1987 | Completed SIL 65
L30490 4517 | Philippines | Financial Sector Adjustment Loan 1989 | Completed SAD 300
L32470 8585 | Poland Financial Institutions Development Project 1991 Active SAD 200
L33410 8588 | Poland Structural Adjustment Loan | 1991 | Completed SAL 300
L35990 8589 | Poland Enterprise and Financial Sector Adjustment Loan 1993 Active SAL 450
L27140 8962 | Turkey Financial Sector Adjustment Loan 1986 | Completed SAD 300
L29640 8987 | Turkey Financial Sector Adjustment Loan |1 1988 | Completed SAD 400
C18090 6160 | Bolivia Public Financial Management Operation | 1987 | Completed TAL 115
C19250 6159 | Bolivia Financial Sector Adjustment Project 1988 | Completed SAD 70
C22980 6184 | Bolivia Structural Adjustment Program 1992 | Completed SAL 40
L26250 6627 | Chile Structural Adjustment Loan | 1986 | Completed SAL 250
L27670 6628 | Chile Structural Adjustment Loan 11 1987 | Completed SAL 250
L28920 6633 | Chile Structural Adjustment Loan |11 1988 | Completed SAL 250
131430 6634 | Chile Financial Markers Operation 1990 | Completed FIL 130
L30850 7691 | Mexico Financial Sector Adjustment Loan 1989 | Completed SAD 500
L38380 | 40497 |Mexico Financial Sector Technical Assistance Project 1995 Active SAD 1000
L39110 | 34161 |Mexico Financial Sector Restructuring Adjustment Program 1995 Active TAL 236
L32240 8208 | Venezuela Financial Sector Adjustment Loan 1990 | Completed SAD 300
C24020 5167 | Egypt Technical Assistance Project for Privatization and Enterprise 1992 Active TAL 9
and Banking Sector Reforms
L26040 5414 | Morocco Industrial Trade Policy Adjustment Loan 1986 | Completed SAD 200
L33650 5495 | Morocco Financial Sector Development Project 1991 Active SAD 235
L.39280 5522 | Morocco Financial Sector Development Project 1996 Active SAD 250
L29620 5718 | Tunisia Structural Adjustment Loan | 1988 | Completed SAL 150
L34240 5742 | Tunisia Economic and Financial Reforms Support Loan 1992 | Completed SAL 250
C21520 9528 |Bangladesh | Financia Sector Adjustment Credit 1990 | Completed SAD 175
L38560 | 10563 |India Financial Sector Development Project 1995 Active FIL 700
L30290 | 10327 |Pakistan Financial Sector Adjustment Loan 1989 | Completed SAD 150
L38080 | 10470 | Pakistan Financial Sector Deepening and Intermediation Project 1995 Active FIL 216
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INDONESIA FINANCIAL SECTOR PROGRAM LOANS; GPOLICY REFORM AGENDA

system develops in a sound
orderly and prudent way.

move entry barriers to the domestic
insurance market.

- 148 -

Covered in Prior to Release of _ For Follow-up |
Policy Area and Objectives Policy Actions October 1988 Second Tranche Trend Vaiables to
Package (Target Dates) Issues be Monitored
- - - Level of interest rates.
DEREGULATION OF, AND NEW ACTIVITIES IN, BANKING AND - Changes in the maturity
MONEY MARKETS structure of bank deposits.

- Financia deepening in re-
lation to GDP.

- Proportion of bank assets
to total financial assets.

- Role of Government-con-
trolled financial institu-
tions relative to private
sector institutions

Objective
To encourage competition - Allow state enterprises to place depos Oct. 1988 - - - Proportion of SE deposits
among financial ingtitutions,  its with domestic private banks and placed outside SCBs.
thereby improving the foreign banks.
responsive-ness of interest
rates to market conditions - Allow NBFIs To diversify their Oct. 1988 - -
and facilitating the more  sources of funding, by issuing, certifi-
efficient channeling of  cates of deposit.
credit.
- Allow foreign banks with representa- Oct. 1988 - - - Number of financia insti-
tive offices in Indonesia to establish tutions established as joint
joint ventures with domestic banks. ventures .
- Allow foreign banks to open branches Oct. 1988 - -
outside of Jakarta.
- Lower reserve requirements on bank Oct. 1988 - -
deposits.
- Introduce a wider range of maturities Oct. 1988 - - - Operations of SBI and
for SBIs and other money-market in- SPBU markets.
strument .
- Lengthen the Maturity of swap con- Oct. 1988 - - - Operations of revised Bl
tracts under Bl's re-swap facility from swap arrangements.
six months to three years, and ensure
greater responsiveness of the swap fa-
cility to market conditions.
-
STRUCTURE, SAFETY AND SOUNDNESS OF FINANCIAL - Progress in Bl's bank su-
INSTITUTIONS pervision and inspection
arrangements.
Objective - Submit commercial and central bank - - Dec. 1990
laws to Parliament.
To support the measures - Strengthen existing regulations requir- - - Dec. 1990
taken to enhance conpeti-  ing disclosure of financial information
tion among Finanial by companies, whether listed or un-
institutions, through listed, to promote broader participation
appropriate revision to the by the public in the capital market.
legal framework in order to
ensure that the financial - Announce appropriate measures to re- - - Sep. 1989




- Draft leglislation to ensure the growth
of the pension fund industry on a
sound footing, by:

« requiring funds to be fully funded;
« protecting the the rights of pension
holders .

Annouce appropriate measures to pro-
mote the growth and orderly develop-
ment of insurance companies.

Announce appropriate measures to
promote the growth and orderly de-
velopment of venture capital and leas-
ing companies.

Assist the leasing industry to institute
acentral registry for equipment leases.

- Agree on an action plan based on the
findings of the on-going Bank-fi-
nanced study of loan recovery proce-
dures in Indonesia.

Entrust the operational functions, of
the proposed Surabaya stock exchahge
to the private sector.

- Complete a study to examine the fea-
sibility of establishing a deposit insur-
ance facility.

- Complete a study to review the sta-
tus, functions and structure of the re-
giona development banks.

Dec. 1990

Sep. 1989

Sep. 1989

Dec.1989

Dec.1989

Dec.1989

Dec. 1990

Dec.1989

- Operations of proposed
Surabaya stock exchange.

RESTRUCTURING AND DIVESTMENT OF STATE ENTERPRISES

AND FINANCIAL INSTITUTIONS

Objective: - Take measure to allow broader private
sector participation in the share capi-
tal of selected state enterprises.

To improve the efficiency
of state enter-prises through - Take measures to re-organize selected
restructuring and private  state enterprises through:
sector participation, and ¢ mergers;
broaden the equity market. « formation of joint ventures; or
« liquidation

- Draw up an action plan to allow
broader. private sector participation in
state financial | ingtitutions.

Jun.1989

Jun.1989

Dec.1989

- Number of SRs reorga-
nized, divested or liqui-
dated.

-1V -

EXPANSION OF THE DEMAND AND SUPPLY OF CORPORATE

SECURITIES

Objective - Remove the Tax exemption on time
deposit interest Income, to ensure a
more equal tax treatment of income

from different financial assets.

To expand the issuer and
investor market for
corporate securitires and to
promote improvements in
the capital structures of
corporations.

Oct.1988

- 149 -

- Number of colpanies
listed on the stock ex-
changes and the OTC
market.

Volume of trading on the
stock exchange.
Investment in Corporate
securities as a proportion
of the total investment
portfolio of pen-sion
funds and | insurance
companies.




- Introduce additional measures to en-
courage listing of companies on the
stock exchanges, by:

restructuring the proportion of loans
from each bank or NBFI to: (a) bor-
rowers in the same business group,
(b) individual enterprises and (c) their
own individual shareholders or Board
members.

completing a study under a Bank fi-
nanced technical assistance for secu-
rities market development and on the
basis of this study, consider: (a) re-
quiring eligible companies to list on
the stock exchange according to such
criteria as size and debt/equity ratios,
(b) taking measures to prevent com-
mercia banks from providing credit to
companies which fail meet established
debt/equity norms.

- Divest a part of Danareska's existing,
portfolio of stocks and bonds, taking
into account market conditions, the al-
low similar institutions to be set up
in the private sector.

Encourage public utilities (eg. tele-
phone, electric and water supply utili-
ties and home mortgage companies) to
issue medium and long-term bonds,
including user bonds, as appropriate.

Establish a Securities Market Devel-
opment Advisory Panel (SMDAP).

Consider establishing an Indonesia
Fund, with assistance from the Bank.

Oct.1988

Jun.1989

Jun.1990

Dec.1990

Dec.1990

Dec.1989

- Number of mutual fund
companies established.

- 150 -




ggoozvy

gobodbdguobouobgoboobobbobboobooboobada

Overall Objective:

POLICY MATRIX

To improve the governance of financial and public sector allocation of resources through
(i) the adoption of best financial governance practices in both public and private sectors,

(i)

increasing the disclosure and transparency of financial information, and

(iii) strengthening the legal and regulatory framework of the financial sector.

Policy Objectives

Activity

Prior to Board
Consideration

Prior to
2nd Tranche

Prior to
3rd Tranche

I. ADOPTION OF BEST PRACTICES

A. BANKING

1. Restructure commercial
banks to improve the
soundness of the banking
system.

11

Closure of the 16 banks that did not meet prudential norms
and could not be rehabilitated.

Nov.97

12

Preparation of strategies for the recovery of assets of closed
banks.

Dec. 97

1.3

Placement of all commercia banks with an unsound CAMEL
rating under Bank Indonesla (BI) conservatorship.

Dec. 97

1.4

Undertake a flnancial review of commercial banks that have
received substantial liquidity support from Bl or have a low
capital adequacy ratio (CAR). These reviews to be undertaken
by Independent international accounting firms.

Jun. 98*

15

Undertake a flnancial review of all other commercial banks.
These reviews to be undertaken by Independent international
accounting firms.

Aug. 98*

1.6

Resolution of insolvent banks.

Dec. 98*

1.7

Develop and reach agreement on restructuring plans for all
solvent commercial banks that do not meet the minimum CAR
of 8 percent of risk-weighted assets. The plans to contain time-
bound actions for improving the CAMEL rating to sound
(sehat).

Dec. 98*

1.8

Bl and the Indonesian Bank Restructuring Agency to enforce
compliance with restructuring agreements.

Ongoing

1.9

Eliminate restrictions on foreign shareholdings of listed
commercia banks.

Jul. 98*

110

Amend all applicable legislation/regulations to facilitate
mergers and liquidation of commercial banks.

Jun.98

111

Establish a Financial Sector Restructuring Committee to
oversee restructuring of commercial banks and the financia
system.

Dec.97

112

Establish procedures, systems, and structures to monitor
implementation of banking sector restructuring.

Apr. 98*

2.Increase market orienta-
tion.

21

Eliminate all directed lending programs except those for small
and medium enterprises (SMES).

Jan.98

2.2

Undertake a study of directed lending programs to SMEs.

Dec. 98*

23

Restrict Bl liquidity support/lending to sound banks, for
limited (temporary) periods and at no less than market rates.

Feb.98

2.4

Remove all geographic limitations on operation of banks.

Feb.98

25

Divest all Bl holdings in commercial banks as quickly as
practicable, given market conditions.

Ongoing

Ongoing

3.Improve financial infra-
structure.

31

Convert clearinghouses to fully automatic operation and
complete the setting up of Jakarta Electronic Clearing System.

Aug.98

3.2

Finalize plans and financlng arrangements for implementation
of the real time gross settlements (RTGS) system.

Jun.98

33

Initiate the implementation of the RTGS system.

Dec. 98*

4. Capacity building in the
banking sector.

41

Assess the desirability of establishing a deposit insurance
scheme.

Oct.98

42

Establish an on-the-job inspectfon training program (both on-
site and off-site) for supervision statf in BI.

Feb.98

Ongoing

Ongoing

B.CAPITAL MARKETS

5.Develoop an effncient
capital market.

51

BAPEPAM to issue rules defining procedures and
responsibilities for enhanced market surveillance by stock
exchanges.

Jun.98

5.2

BAPEPAM to require and approve fair trading practices on
stock exchanges.

Jun.98
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53

Promote an efficient and liquid stock market by ensuring an
adequate number of public shareholders and proper distribution
of shares through a revision of Jakarta Stock Exchange rules.

Jun.98

5.4

BAPEPAM to complete a study on the introduction of a risk-
based capital requirement for securities companies consistent
with international best practice.

Dec.98

55

BAPEPAM to issue rules defining risk-based capital
requirements for securities companies to apply from 1 Jan.
1999.

Aug. 98*

5.6

BAPAPAM to ensure

(i) commencement of Clearing Guarantee Corporation
(CGO),

(if) initiation of settlement guarantee,

(iii) initiation of investor protection guarantee, and

(iv) establishment of a clearing and settlement system for
securities that is in line with the (FIBV) Best Practices.

Dec.97

Jul.98

Sep. 98
Ongoing

57

Establish a central securities depository system to provide core

depository services in line with accepted interunational

practices, as outlined by the Group of Thirty,including the

transfer of securities via book entry. BAPEPAM will

(i) ensure that interim operations for centralized depository
System commence,

(if) determine when central securities depository system will
become fully operational, and

Aug.98

Dec.98

5.8

BAPEPAM to conduct a study on the feasibility of establishing
a futures and options market for financial instruments.

Jul.98

6. Promote the development
of bond markets.

6.1

BAPEPAM to issue rules to provide the legal framework
enabling the domestic issuance of asset-backed securities
(ABS).

Dec.97

6.2

BAPEPAM to prepare a bond market development plan; this
will explore the potential of ABS to provide benchmark yield
CUrves.

Sep.98

6.3

The Ministry of Finance (MOF) to issue a decree to provide
the legal framework for the establishment and operation of a
secondary mortgage facility.

Feb.98

6.4

Government to establish a secondary mortgage facility.

Feb.99

7. Strengthen institutional in-
vestors.

7.1

Announce scheduled increases in the minimum capital
requirements for all insurance companies from Rp5 billion
applicable at the end of 1998 to Rp15 hillion, which will be
applicable at the end of 2000.

Aug.98

7.2

Announce new risk-based capital standards for insurance
companies consistent with international standards.

Aug. 98*

7.3

MOF to facilitate the establishment of private pension funds
through the inlroduction of simplified fund registration
procedures.

Jun.98

7.4

Amend legislation to enable life insurance companies to
manage private pension fund assets.

Dec.98

7.5

Undertake a comprehensive review of the pension system.

Dec.98

8.Capacity building of
BAPEPAM.

8.1

BAPEPAM to develop and implement a staff training program,
including conducting a training needs analysis and developing
in-house and external training courses to cover all aspects of
BAPEPAM's operations, and in particular, enforcement,
accounting standards, management information systems (MIS),
and, computer skills training.

Jun.98

Ongoing

8.2

BAPEPAM to develop and implement a management
information system implementation plan, addressing the
introduction of computer operations in relevant areas, the
development and customizing of software applications, and the
establishment of a records management system.

Jun.98

Ongoing

C.PUBLIC FINANCIAL MA

NAGEMENT

9. Promote good governance.

9.1

Review the Anti-Corruption Act No. 3 of 1971 and study
institutional and regulatory constraints on accountability and
good governance.

Feb.98

9.2

Recommend enactment of a decree, acceptable to the Bank,
to strengthen the provisions of the Anti-Corruption Act.

Jun. 98*

9.3

Formulate a comprehensive anticorrution strategy using
competition to the maximum extent possible in both public
and private sector operations,

Nov. 98*

9.4

Initiate implementation of the anticorruption strategy.

Dec. 98*
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10. Modernize public sector
management.

101

Establish an interministerial committee, coordinated by the
National Agency for State Administration (LAN), to
recommend measures for modernizing public sector
management covering (i) decentralizing public administration,
(ii) private sector provision of public services, and (iii) a
staffing and salary review.

Feb.98

10.2

LAN to prepare a set of recommendations agreeable to the
Bank in terms of transparency and accountability on, among
other things, modernizing the public sector.

May 98*

10.3

MOF to undertake a comprehensive study on public provision
of services, their pricing and cost-benefits.

Jun.98

10.4

MOF to identify, based on the study, areas to rationalize the
provisions of these services and identify areas for privatization.

Jun.98

11. Capacity building of MOF

111

MOF's Education and Training Agency (BPLK) to develop
and Implement a capacity-building program to enhance the
quality and skill levels of MOF officials dealing with risk
assessment, new financial products, financial services, and
other relevant subjects.

Mar.98

12. Capacity building of the
Financid and Development
Supervisory Board
(BPKP).

121

BPKP to devefop and Implement a capacity-buildmg program
aimed at raising the quality of public sector auditors, including
the inspectorate generais in the various ministries, focusing
on performance and evaluation audits.

Sep.98

1. INCREASE DISCLOSURE AND TRANSPARENCY OF FINANCIAL INFORMATION

A.BANKING

13. Introduce greater transpar-
ency and improve gover-
nance.

131

Issue guidelines/regulations for commercial banks on
information to be included in the annual financial statements.
This should include publication of detailed information on
asset quality, lending to affiliated parties, Bl ratings, overseas
borrowings, rescheduled loans, exposure to real estate, and
provisioning, and specify a schedule for implementation.

Jun.98

13.2

Introduce a separate subcategory for rescheduled loans within
the current performing category,

Apr.98

13.3

Bl to amend regulations relating to loan loss provisioning to

provide

(i) 1 percent provisioning for total loan portfolio,

(if) 5 percent provisioning for special mention loans,

(iii) 20 percent provisioning for substandard loans,

(iv) 50 percent provisioning for doubtful loans, and

(v) 100 percent provisioning for uncollectable loans, without
deducting collateral value from provisioning requirement;
changes to be made effective from 1 Apr. 98.

Apr. 98*

134

Introduce full tax deductibility for loan loss provisions.

Sep. 98*

135

Review adequacy of existing accounting and auditing standards
for all corporate financial statements (banks and nonbanks)
In line with accounting standards recommended by
International Accounting Standards Committee (IASC),

Apr. 98*

B.CAPITAL MARKETS

14.Increase disclosure and
transparency of financial
by listed companies.

14.1

BAPEPAM to require the stock exchanges to issue listed
company guidelines that deal with corporate governance,
responsibilities of managers, and financial disclosure
requirements.

Sep.98

14.2

BAPEPAM to be reorganized, Including establishment of an
enforcement bureau and an accounting standards bureau to
implement regulatory powers granted under bureau to
implenlent regulatory powers granted under Capital Market
Act No. 8.

Dec.97

14.3

BAPEPAM to undertake a special review of accouting and
auditing standards and practices to determine areas in which
improvements are needed to bring current standards and
practices in line with generally accepted international
accounting and auditing standards and practices.

Sep.98

C.PUBLIC FINANCIAL MA

NAGEMENT

15. Improve transparency of
the budget.

151

Implement a new budgeting system that incorporates all
subsidies in the budget.

Feb.98

16. Improve the accountability
of funds onlent to local
governments and govern-
ment agencies.

16.1

MOF to initiate a time-bound program to improve
accountability by consolidating all onlent funds, computerizing
all financial and legal records on onlending operations and
specifying that MOF will take measures to identify delinquent
borrowers of onlent funds.

Feb.98
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16.2

MOF to undertake a study to identify delinquent borrowers
of onlent funds, and prepare a time-bound program of
measures to recover the funds.

Jul.98

16.3

Install and operate a computerized MIS for onlending
operations.

Dec.98

17.1mprove the financial
acountability of state-
owned enterprises (SOEs).

17.1

Government to issue regulations transferring the supervision
of all SOEs to MOF.

Feb.98

17.2

BPKP to commence a performance audit on selected SOES
and activities including special state agencies such as BULOG;
the audit will focus on operational and financia activities, and
will recommend time-bound measures to improve
accountability and transparency.

Jun. 98*

17.3

MOF to issue (i) regulations requiring increased disclosure in
audited financial statements of SOEs, and (ii) a decree on the
publication of SOE audits.

Jun.98

18. Increase level of disclosure
in operational and financial
statements.

181

Enact legislation/regulations making (i) auditors liable for
negligence in performing audits, and (ii) directors liable for
false Information contained in the annual report and any other
public information, and liable for all board decisions.

Sep. 98*

18.2

Review and amend legislation/regulations to make financial
disclosure, regulation, and enforcement consistent with
international best practices. '

Aug.98

19. Increase disclosure of the
financial performance of
unlisted private sector
companies.

19.1

Issue regulations requiring the filing and public accessibility
of audited fmancial reports of corporations with total assets
of Rp50 billion and above: issue a decree on full disclosure
of financial performance of the above corporatlons.

Feb.98

20. Consolidate all nontax rev-
enues (NTR) under the
May 1997 Non-Tax Rev-
enue Law.

20.1

MOF to initiate a program to improve accounting for NTRs.
The program will Include sources of such revenue and provide
recommendations to rationalize and consolidate such revenue
from different sources.

Feb.98

1. STRENGTHEN THE LEGAL AND REGURATORY FRAMEWORK

OF THE FINANCIAL SE

CTOR

A.BANKING

21. Strengthen supervision
capasity of BI.

21.1

Amend the Central Bank Law to increase the Independence
of Bl in monetary management and supervision.

Dec. 98*

21.2

Introduce a requirement that on-site inspections of commercial
banks be undertaken at least every 18 months

Feb.98

21.3

Issue guldelines that mandate specific remedial actions in
response to specific capital adequacy levels.

Apr. 98*

21.4

Issue regulations to require that rescheduling of al loans in
excess of Rp100 billion be reported to BI.

Apr.98

21.5

Include assessment of risk management systems and
compliance with prudential standards in external audits and
Bl supervision.

Dec.98

21.6

Strengthen enforcement of mandatory penalties (e.g.,
downgrading of CAMEL rating, fines) for breach of prudentia
regulations.

Jan.98 Ongoing

Ongoing

22 Establish regulatory
framwork for nonbank fi-
nancial institutions.

22.1

Examine the relationship between banks and nonbanks with a
view to coordinate the regulatory frameworks and thereby
remove distortions.

Jun.98

23.Establish regulatory
framwork fordebt recovery.

231

Review the legal and institutional frameworks for debt
recovery, including establishment of an arbitration system, and
prepare an action plan.

Sep. 98*

23.2

Implement reforms to the debt recovery system.

Dec.98

B. PUBLIC FINANCIAL MA

NAGEMENT

24. Improve the framework for
bankruptcy, secured trans-
actions, and avoidance of
money laundering.

241

Enact laws to provide alegal and judicial system of arbitration
to address private commercial disputes.

Dec.98

24.2

Revise laws and regulations on bankruptcy and secured
transactions.

Dec.98

24.3

Initiate a training program for personnel involved in
bankruptcy procedures and secured transactions.

Dec.98

24.4

Enact |egislation to prevent money laundering.

Dec.98
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AFRICA

ETHIOPIA

REPORT: Ethiopia Rural Credit DATE: January 1996

SUMMARY: A series of proposals for creation of a sustainable rural financial system that would be responsive to opportunities
for farmers. Fieldwork was conducted in two woredas (districts) of potential interest to USAID as sites for pilot activities.
Included in the report are an analysis of the legal and supervisory context for banking services and recommendations for
building a sustainable rural financial system.

KENYA

REPORT: Evaluation of Capital Markets Authority Project DATE: October 1994

SUMMARY: An assessment of the impact of the Capital Markets Authority Project on Kenya's financial markets and the
economy as a whole, including employment creation. Capital markets in Kenya are analyzed to determine whether the assistance
provided to date had contributed to USAID's private enterprise development objectives; and to provide USAID with ideas on
how assistance to the Kenyan stock market might best be provided in the future.

NIGER

REPORT: USAID/NIGER Economic Reform and Microenterprise Program DATE: October 1995

SUMMARY: An assessment of the growth potential of the rural sector in Niger to determine constraints to achieving USAID's
strategic objectives and to identify means for overcoming them. The report focuses on improving access to financial markets,
especially through the use of improved, decentralized financial services. Also analyzed are options for new, complementary,
activities to achieve this objective through technical assistance and training in micro and small enterprise development,
agricultural marketing, agricultural production management, and participation of formal financial institutions in semi-formal
credit activities.

TANZANIA

REPORT: Women's Access to Financial Market Services in Tanzania - The Impact of Economic | DATE: September 1996
Reform

SUMMARY: An assessment of the impact of economic reform on women in Tanzania. The study identifies key financial
market issues that might be investigated in greater depth in future sectoral assistance programs for low income developing
countries throughout sub-Saharan Africa. The impetus for the study - and an accompanying one in Madagascar -- was a
March 1994 World Bank workshop on Gender Issues and Economic Adjustment. Overviews of economic conditions in
Tanzania from the Bank of Tanzania (BOT), IMF and World Bank data were supplemented with interviews of financial
market participants: banks, government policy-makers, NGOS and women entrepreneurs in urban areas. Recommendations
were based on available data and interviewees' responses from different strata in financial markets.

UGANDA

REPORT: Developing Uganda's Financial Markets DATE: September 1994

SUMMARY: A report on short-term advisory activities to assist in moving Ugandan financial markets closer to starting
secondary trading in securities. At the end of the assignment. the Capital Markets Development Committee (CMDC) had a
clear vision of how to proceed and was looking forward to starting implementation.

UGANDA

REPORT: Uganda Securities Market: Blueprint for Securities Clearing and Settlement DATE: August 1997

SUMMARY: A practical guide for introducing sound practices for securities clearing and settlement within Uganda's Capital
Market Authority (CMA) and related entities. Couched within the context of Uganda's nascent securities market, the report
covers. Ownership and Participation in Clearing and Settlement Services; Organization and Staffing; Legislative and Legal
Considarations; Regulation; Registration/Transfer Functions; Systems Strategies; Clearing Functions; Depository Functions;
Risk; Implementation Cost Estimates; and |mplementation Schedule.

UGANDA

REPORT: Final Report: Co-Operative Agriculture & Agribusiness Support (CAAYS) Project DATE: August 1997

SUMMARY: A final report on FSDP assistance to the Cooperative Bank of Uganda, setting the stage for a continuation of
the erriort under a new delivery order. Performance indicators for the Coop Bank were found to be poor but improving
sufficiently to warrant continued USAID support. Contained in the report are a full ratio analysis, assessment of prospects
for business growth, ways to improve client outreach, and a detailed work plan.

UGANDA, KENYA AND TANZANIA

REPORT: Regionalization and Harmonization of East African Stock Exchanges DATE: April 1997

SUMMARY: A report on potential harmonization of stock exchanges in Uganda, Kenya and Tanzania. Regional trends
toward economic integration and trade liberalization and the state of development of capital markets in the three countries
are examined.
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ASIA

BANGLADESH

REPORT: Advisory Assistance to the Bangladesh Securities and Exchange Commission (SEC) DATE: June 1991

SUMMARY: In the wake of a disastrous speculative ""bubble"" and ensuing crash in Bangladeshi stock exchanges. FSDP
I prepared a report analyzing what had happened and making recommendations for preventing a recurrence while maintaining
public confidence in the stock market. Reviewed were SEC structure and functions, market surveillance, scrutiny of initial
public offerings. supervision and monitoring of SEC registrants, structure and regulation of stock exchanges, enforcement
activities, trading, and clearing and settlement procedures. The report offered a number of concrete recommendations, including
improving access to the stock market, enhancement of SEC regulatory programs. and increasing public awareness of the
stock market and its purpose.

INDIA

REPORT: Capital Markets and Development: Next Steps for India DATE: October 1997

SUMMARY: A report identifying constraints to the further development of India's debt and equity markets, and ways to
overcome them. Improvements are suggested in order to increase investor participation, support the growth of financial
intermediaries, increase the effectiveness of the Securities and Exchange Board of India, and support the development of
India's debt markets. Also included in the report is a brief description of the overall goals of any capital market development
effort, including the different types of issuers, investors and financia intermediaries.

INDONESIA

REPORT: Financia Markets Project Final Evaluation DATE: October 1995

SUMMARY: A final evaluation of the Financial Markets Project (FMP), a five-year effort to increase the availability of
long-term investment capital in Indonesia and thus assure that sufficient funding would be available for more diversified
and rapid economic growth. The FMP contributed to developing new regulatory and operational infrastructure that increased
market confidence and efficiency, and provided valuable technical assistance to both public and private Indonesian entities.
While the FMP had little direct impact on poverty aleviation, the development of financial markets appears to have contributed
to economic growth which, in tum, contributed to the alleviation of poverty.

PHILIPPINES

REPORT: Mid-Term Evaluation of Capital Markets Development Project DATE: August 1995

SUMMARY: A mid-term evaluation of the Capital Markets Development project a four-year effort to strengthen the
Philippines Securities and Exchange Commission (SEC) in the public sector, and the Financial Executives Institute of the
Philippines (FINEX) in the private sector. The project was found to be well designed and was being implemented in a
manner that should result on the public side, in a full disclosure system, market regulation systems managed by Self-Regulatory
Organizations (SROs), effective SEC enforcement, and a comprehensive trading, clearing, settlement and depository system.
On the private side, FINEX had established a framework to operate an equity and debt market depository system .

SRI LANKA

REPORT: Interim Evaluation of the Financial Markets Component of the Private Sector Policy | DATE: October 1995
Support Project

SUMMARY: An interim evaluation of the Financial Markets Project, providing USAID/Colombo and Sri Lankan counterparts
with a detailed assessment of progress to date and the project's impact on the development of Sri Lanka's financial markets.
The assessment includes recommendations for modifications to improve the likelihood of achieving objectives and possible
activities which could be considered for support afier the scheduled project completion date of July 1996, in light of changing
conditions in Sri Lanka's financial markets.

EASTERN EUROPE AND THE FORMER SOVIET UNION

EASTERN EUROPE AND THE FORMER SOVIET UNION

REPORT: Assessment of USAID Enterprise Restructuring Activities in Eastem Europe and the | DATE: March 1997
Former Soviet Union

SUMMARY: An evaluation of USAID-supported enterprise restructuring projects in the Czech Republic, Kazakstan,
Macedonia, Moldova, Poland, the Slovak Republic and Slovenia. Included for al countries are analyses of background,
post-privatization assistance issues, adequacy of the enabling environment, other donor strategies, and potential application
of experience across the region. Recommendations for future assistance efforts focus on promoting economic growth and
employment rather than cost-cutting and work force reduction; working with and training as many local nationals as possible;
seeking commitment from target firms; and focusing on practical applications of Western management techniques.

CZECH REPUBLIC

REPORT: Prague Stock Exchange Derivatives Trading Feasibility Report DATE: August 1995

SUMMARY: An assessment of various issues facing the Prague Stock Exchange in the introduction of derivative products.
In particular, this paper focuses on the current capital markets environment and its impact on the probability of success in
the trading of exchange listed futures and options; a review of the PROM proposal as a trading system for the purpose of
trading derivative products; and the potential role of along term technical advisor to the Prague Stock Exchange for providing
assistance in the introduction of these products.

CZECH REPUBLIC

REPORT: Review of Clearing and Settlement in the Prague Securities Market DATE: December 1995

SUMMARY: A report providing the Prague Stock Exchange with an assessment of the securities clearing and settlement
practices that are currently followed in the Prague marketplace. Recommendations are provided for short and long-term
improvements.
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EGYPT

EGYPT

REPORT: Technical Assistance Project for the Credit Guarantee Company DATE: February 1995

SUMMARY: A report describing assistance to the Credit Guarantee Corporation (CGC) to investigate its present leveraging
mechanism and its institutional capability to attain its guaranteeing capacity. In line with set objectives. The report contains
recommendations on a variety of management issues.

EGYPT

REPORT: Review of the Credit Guarantee DATE: May 1995

SUMMARY: A report examining the administration of Egypt's Credit guarantees Corporation (CGC). The COC facilirates
lending to small enterprises and private heath care provides by guaranteeing up to 50% of bank loans to such organizaions.
Structure and operations of major departments at the Credit Guarantee Corporation are analysed. The CGC has become a
showpiece among loan guarantee programs sponsored by donor agencies. It has developed into a viable provider of guarantees
to banks for loans to small scale enterprises and health care providers, and has been profitable since ite inception.

EGYPT

REPORT: Analysis of the Draft Unified Business Law DATE: August 1995

SUMMARY: An analysis of Egypt's draft Unified Business Law discussing whether the draft law effectively unifies the
three existing business laws, whether it will have a positive impact on the commercia and investment environment, and
whether new incentives provided will stimulate the investment climate.

EGYPT

REPORT: Public Enterprise Debt and Privatization DATE: October 1995

SUMMARY: A review of earlier consulting work to assess the magnitude of Egypt's public enterprise debt problem and to
identify the enterprises and holding companies that face the greatest obstacles to managing their debt. Contained in the
report are a review of public enterprise debt management methods that have bcen used to date in Egypt; suggestions for
decision criteria for choosing the best debt reduction techniques in different privatization situations, and proposals to assist
holding companies to implement debt management strategies.

EGYPT

REPORT: Supporting Development of Egypt's Financial Sector DATE: January 1996

SUMMARY: An assessment of the progress of reform of Egypt's financial markets. the outlook for sustained financial
market development and the status of financial market regulation by the Government of Egypt (GOE). Contained in the
report are proposals for immediate actions to increase the flow of funds to the private sector, identification of a variety of
new financial instruments forA@Egyptian financial markets. and medium and long-term strategies for the COE and USAID/

Egypt.

EGYPT

REPORT: Capital Market Authority Training Project: Final Report DATE: June 1997

SUMMARY: A fina report covering nearly a year of activities. The report covers training needs assessment; training program
development: and presentation of courses in Capital Market Operations, Trading and Fronto Office Operations, Back Office
Operations, Accounting, Financial Research and Analysis, Corporate Finance, Brokerage Management and Regulatory
Compliance, Mutual Fund and Portfolio Management, and Capital Market Authority Administration. In addition, the report
covers an orientation mission for 20 future Egyptian trainers who visited financial market institutions in New York, Chicago
and Washington.

EGYPT

REPORT: Public Enterprises Privatization: Policy 1ssues and Recommendations Regarding the DATE: June 1996
Use of Privatization Proceeds and the Reduction of Excess Debt

SUMMARY: A conpanion piece to "Privatization and Public Enterprise Debt," (1995) covering issues related to the use of
privatization proceeds and the reduction of privatized firms' excess debt. Detailed strategies are recommended. Including
alternative privatization procedures and rules for disposition of proceeds. The exercise was conducted in an effort to seek
ways to remove impediments to rapid privatization without compromising the health or stability of Egypt's banking and
socia insurance systems.

EGYPT

REPORT: Final Report of the Egypt Corporate Tax Project DATE: March 1997

SUMMARY: A comprehensive technical analysis of corporate taxation in Egypt and an agenda for reform. Included in the
report, in addition to an overview of Egypt's current revenue system, are proposals related to investment incentive issues;
provisions to provide neutral tax treatment for financial institutions: streamlining depreciation: strengthening corporate tax
collection; and tax administration reforms. The proposed program should provide lower. unified tax rates for a broader
corporate tax base.

EGYPT

REPORT: A Program for Training Bank Economists in Principles and Techniques of Applied DATE: April 1997
Economic Analysis

SUMMARY: A component of the Financial Sector Development Project's continuing contribution to strengthening the Central
Bank of Egypt under the "Implementation of Financial Reform Activities" project. Contained in this report are detailed
summaries of a number of options for training courses in the Central Bank. covering topics such as econometrics, modelling,
descriptive analysis, economic reporting with econometric tcchniques and forecasting. All options were developed within a
global Barents Group framework for training research professionals.
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EGYPT

REPORT: Briefing Outline on Egyptian Banking Industry and Central Bank of Egypt: Analysis
of Current Situation, Further Reforms Needed, And Current Donor Projects in Place DATE: April 1997

SUMMARY: A succinct analysis of the Egyptian banking industry and the Central Bank of Egypt including progress since
1991, further reforms needed, and current donor projects in place The report was prepared under FSDP's assignment to
strengthen the Central Bank, ""Implementation of Financial Reform Activities. ""The banking environment has been liberalized
and most state-owned banks are being privatized. Significant progress has been made in bank supervision and regulation.
Future efforts should focus on money supply, more advanced monetary policy instruments, the Central Bank role in foreign
exchange markets, and payments (clearinghouse) system.

LATIN AMERICA AND THE CARIBBEAN

ECUADOR

REPORT: An Approach for Assisting the Superintendencia de Bancos de Ecuador in the Design
and Implementation of a Process for the Supervision of Microenterprise Financia Institutions. | DATE: August 1995

SUMMARY: An assessment of regulatory and supervisory issues related to microenterprise lending in Ecuador. The assessment
identifies major lenders and evaluates the capacity of regulatory authorities. It proposes technical assistance actions that
would serve to strengthen microenterprise lending supervision at Ecuador's Superintendencia de Bancos.

HAITI

REPORT: Haitian Rural Financial Assessment:Grand'Anse DATE: January 1997

SUMMARY: A report identifying means of increasing access to financia services for smallholders, microentrepreneurs and
fishemen in Haiti's remote Grand'Anse. Included are descriptions of a variety of existing rural, donor and non-donor supported
financial institutions that presently serve the region, and innovative suggestions for linking microfinance loan originators and
commercial funding sources. Also covered are possible revisions to banking laws and Haiti's commercial code.

JAMAICA

REPORT: Fina Evaluation of the Microenterprise Development Project DATE: May 1997

SUMMARY: An evaluation of a seven-year rura finance and microenterprise project. The study contains project history and
background and reviews performance by a variety of contractors, in areas such as institutional strengthening, training,
information and research, women and development and project impact. The evaluation concludes that, although the project
has faced serious obstacles in the past with respect to institutional strengthening of Jamaican microcredit entities and loan
portfolio performance, it has recently been successful in a umber of areas including training, information and research. The
report concludes that the project is viable and should be continued to the year 2000

MIDDLE EAST

JORDAN

REPORT: Pricing of New Issues and Other Recommendations for Development of the Amman
Financial Market DATE: January 1995

SUMMARY: Report of an advisory mission to Jordan to assist the Amman Financial Market (AFM) to expand its operations
and capabilities in anticipation of further growth of the Jordanian economy and the worldwide growth of investment in
emerging markets. The AFM hoped to expand participation of Jordanian investors in Jordanian companies. Examined in the
report are new procedures for the realistic pricing of share issues and methods of facilitating private sector underwriting of
new share issues

JORDAN

REPORT: Report on Feasihility of Establishing an Export Credit Guarantee Facility in Jordan DATE: May 1995

SUMMARY: A study establishing the feasibility of an export guarantee facility in Jordan. The design of a technical assistance
program for such a facility, which would be housed at the Jordan Loan Guarantee Corporation (JLGC), is included. The
study was conducted in response to a directive from the Jordanian legislature to establish and capitalize an export guarantee
facility in the private sector.

JORDAN

REPORT: Better Lives - Report on the Jordanian Insurance Sector DATE: November 1995

SUMMARY: A comprehensive review of Jordan's insurance industry, conducted with assistance from the Ministry of industry
and Trade. Key constraints that limit the insurance industry's operating performance are identified and detailed. Suggestions
are made to facilitate the industry's growth, improve the policy and regulatory framework, and extend the range and quality
of products offered.

JORDAN

REPORT: Jordan Loan Guarantee Corporation DATE: April 1996

SUMMARY: A set of documents compiled to assist the Jordan Loan Guarantee Corporation (JLGC) to commence operations
in guaranteeing pre-export credit provided by banks to Jordanian exporters.

JORDAN

REPORT: Private Sector Needs A ssessment DATE: March 1997

SUMMARY: A study to identify and ciarify the best opportunities in Jordan for continued private sector expansion, with an
emphasis on identifying the most critical impediments to more rapid, sustainable growth. Recommended for USAID action
are mechanisms to increase access to financia services and to effect improvements in the policy environment. Also included
are analyses of constraints and issues facing the microenterprise sector. other business sectors, and descriptions of interventions
planned by other donor organizations.
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WEST BANK AND GAZA

REPORT: Mohilizing Equity Capital in the Palestinian Territories DATE: July 1997

SUMMARY: An analysis of severa proposed assistance projects and USAID assumptions pertaining to the establishment of
securities markets in the West Bank and Gaza. The report concluded that USAID's program indeed warrants implementation.
Its plans regarding securities market regulation, monitoring and surveillance; pension and insurance reform; and establishment
of uniform accounting and auditing standards are found to be valid. The report recommends that emphasis on establishing a
new trust law should be shifted to promoting legislation for professional ethics in financial services laws. The report begins
with an overarching summary, a macroeconomic analysis detailing favorable aspects of the loca business climate for attracting
both foreign and domestic investment, and establishing the viability of the regional economy for the planned interventions.

WEST BANK AND GAZA

REPORT: Assessment of Accountability and Auditing Standards in the Public Sector DATE: August 1997

SUMMARY: An assessment of possibilities for USAID actions to enhance public sector accountability and transparency,
and the political implications of such actions. Analysis of systems for accountin, Internal control, budgeting and auditing in
severa Palestinian Authority (PA) agencies are included. Recommendations span USAID and PA measures for strengthening
ministries; implementing generally accepted reporting standards for financial and performance audits; ranking duties of the
General Control Office's (GCO) activities in order of importance; contracting GCO work to private accounting firms; and
improving internal audit functions, controls and procedures in the Finance Ministry.

SOUTH AFRICA

MADAGASCAR

REPORT: Technical Assistance to Central Bank Training for the Central Bank of Madagascar and
Management of Human Resources - A Report From the Technical Assistance Project. DATE: September 1994

SUMMARY: A report identifying alternative human resource development systems and their implications for the Malagasy
Central Bank. Contained in the report are recommendations for bank staff on the preparation of a time-bound human resource
action plan, including reclassifying all staff. and defining target levels of competence in each professional area.

MADAGASCAR

REPORT: Gender Participation and Financial Sector Development in Madagascar: The Caisse DATE: September 1995
D' Epargne

SUMMARY: A case study of Madagascar's Caissed' Epargne, a national postal savings bank supported by USAID. Impetus
for the study grew out of a 1994 workshop on "Gender Issues and Economic Adjustment,” jointly sponsored by the World
Bank and the Government of Nonvay. The report concludes that poor performance of national economies may severely
hamper attempts to objectively assess gender as an analytical variable for policy reform; and that incentives to equitable
gender participation in policy reform will not be assured by national legislative processes alone. Rather, statutes must be
enforced in order to provide equal footing for women in the reform process.

SOUTH AFRICA

REPORT: Equity Access Systems Activity (E.A.S.Y.) DATE: November 1995

SUMMARY: A "street-ready" Request for Proposals for USAID/Pretoria, for a project to promote economic empowerment
of the historically disadvantaged majority population through increased asset ownership and greater economic integration.
Contained in the RFP are project background, a five-year scope of work, and RFP annexes. The project was innovative in
that it sought to attract long-term investment in small and medium enterprises through establishing a USAID-supported
equity participation mechanism .

SOUTH AFRICA

REPORT: Report to USAID on Technical Assistance to the Financial and Fiscal Commission of |DATE: September 1995
South Africa and Intergovemmental Grant Equalization in South Africa

SUMMARY: A two-part document consisting of a trip report and a technical paper. The primary trip activity consisted of
providing technical assistance to the Financial and Fiscal Commission (FFC) of South Africa in the conceptualization of
grant formulas for allocating central government revenue to nine newly established provinces of South Africa. The technical
paper addresses alternative mechanisms for allocating funds from higher to lower levels of government in South Africa's
emerging federal system.

SOUTH AFRICA

REPORT: Intergovernmental Grants and Borrowing Power DATE: October 1995

SUMMARY: A report examining the relevance to South Africa of intergovernmental grant theory. Some of the practical
difficulties encountered when attempting to implement the theory are addressed. Examples are drawn from Canadian and
American experience.

SOUTH AFRICA

REPORT: Report to USAID on the Technical Assistance to the Institute for Local Governance | DATE: November 1995
and Development (INLOGOV) in South Africaand Intergovernmental Grants in the Context
of Local Government Finance in South Africa

SUMMARY: A report on a mission providing technical assistance to the Institute for Local Governance and Development
(INLOGOV) in Cape Town, focusing on conceptualization and implementation of grant formulas for allocating central
government revenue to nine newly established provinces. Earlier work is reviewed Additionally, future technical assistance
needs for South Africa in this sector are delineated.
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SOUTH AFRICA

REPORT: Application of International Financia Innovations to Developing Countries DATE: February 1996

SUMMARY: A study by Professor Yoon Park of George Washington University describing recent innovations in financial
markets worldwide and their applicability to Africa. Included are surveys and classification of financial mechanisms that
might be useful to developing countries; various reasons for the recent phenomenon of rapid financia innovations worldwide;
key techniques that can be applied to various funding and project financing schemes in developing countries; and policy
implications raised in the study, so that developing countries can promote the utilization of modern financial mechanisms.

SOUTH AFRICA

REPORT: Report to USAID on Technical Assistance Workshops to the Financial and Fiscal DATE: August 1996
Commission (FCC) of South Africa and Borrowing by Subnational Units of Government:
Genera Principles and Examples from Intentional Experience.

SUMMARY: A summary of afive-day series of workshops for the South African Financial and Fiscal Commission (FCC)
and sub-national fiscal policy entities. The workshops were structured around several issues in local government finance,
including: Structure and Institutions of Local Government; Constitution and Local Government; Local Revenue Structures
sand Finances; Local Government Borrowing: Grant-Loan Linkages; Local Government Grants; Local Revenue Systems;
and Legidative Initiatives.

Included in the volume is a Barents report on functionality of municipal bonds for local government fund-raising. pointing
out both stumbling blocks and benefits, and outlining a variety of alterative bond mechanisms and regulatory structures.

SWAZILAND

REPORT: Swaziland Companies Act Legislation DATE: August 1994

SUMMARY: A review of progress toward enactment of the Swaziland Companies Act, containing estimates of the amount
of time required to complete the act's drafting, discussion of issues that have prevented the finalization of the act in the past,
and proposed solutions and strategies to remove bottlenecks preventing full legislative consideration of the act.

SWAZILAND

REPORT: The Development of an Effective Financial Strategy for Swaziland DATE: August 1994

SUMMARY: A report specifying new, governmental, domestic capital market instruments for attracting capital from local
institutional investors to Swaziland's emerging stock exchange. The instruments were designed largely to protect the purchasing
power of the Swazi people's contributions to pension funds and provident funds. Relevant issues also examined are elimination
of pegging the lilangeni to the rand at a one-to-one exchange rate, and possible changes in the Southern African Customs
Union, the Common Monetary Area and the Swaziland-South Africa Bilateral Monetary Agreement.

SWAZILAND

REPORT: Commitment System Software Requirements Specification DATE: December 1995

SUMMARY: A detailed technical manual prepared with assistance from KPMG/Swaziland. The manual provides software
specification for a computerized budgeting system in the Swazi Ministry of Finance.
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Consultants Employed by the Bank for Operational Pur poses

INDIVIDUAL S
Type of Executing Contract Amount Selection Method Clearance
Assignment Agency
New/a |Bank <US$50,000 Compare CVs from 3 or|SM or CD, depending on where the task is|
more candidates mapped
If lawyer, +LEGER
If procurement, +RPA
>US$50,000 Compare CVs from 3 or|RPA clears memo from TM
more candidates, using merit|If lawyer, +LEGER
point system
Contract |Bank If original plus TM  prepares justification|RPA clears memo from TM
Amendment amendment is memo to file
>US$50,000
Rehiring [Bank All contracts TM  prepares justification|SM or CD, depending on where the task is
regardless of amount |memo to file mapped, after consultation with RPA:
waiver of the conflict of interest clause
Borrower All contracts --ditto-- SM or CD, depending on where the task is|
(Loan/Credit/Trust |regardless of amount mapped, after consultation with RPA:
Fund financed) waiver of the conflict of interest clause

& On request from the TM, HRSTC will carry out the hiring of individuals, or GSD if the individual will be hired through a firm.
HRSTC will sign the contract with the individual; if GSD is processing the contract, the SM or CD will sign the contract unless
they have delegated the signing to GSD.

FIRMS
Type of Executing Contract Amount Selection Steps Clearance
Assignment Agency P
New/a |Bank <US$200,000 TM prepares SM or CD, depending on where the|
(Selection justification memo |task is mapped,
method:  Single tofile if legal firm, +LEGER
Sourcing) if procurement, +RPA
>US$200,000 --ditto-- RPA; if legal firm, +LEGEA
>US$5 million --ditto-- OPRC
Bank <US$200,000 TM prepares RFP;|SM or CD, depending on where the
(Selection sets up evaluation|task is mapped;
method: committes; if legal firm, +LEGEA
Competition) if procurement, +RPA
>US$200,000 TM advertises; Selection Committee/b
prepares RFP; -REP
sets up evaluation  |-Technical evaluation
committee -Award
Contact [Bank If original plus amendment TM prepares justfi-|RPA
Amendment >US$200,000 cation memo to file
if origina contract is >US$200,000|--ditto-- Selection Committee

and amendment is more than 15% of
original contract

Rehiring [Bank All contracts regardless of amount --ditto-- SM or CD, depending on where the|
task is mapped, after consultation
with RPA:
waiver of conflict of interest clause

Borrower US$200,000 if initial hiring was|--ditto-- --ditto--
(Loan / Credit /|competitive (either Bank or Borrower)
Trust Fund| US$200,000 if initial as well as|--ditto-- --ditto--
financed) proposed hiring was/is not competitive
US$200,000 if either initid or|--ditto-- --ditto--
proposed hiring was/is competitive
US$200,000 if initial as well as|--ditto-- SM or CD, depending on where the
proposed hiring was/is not competitive task is mapped, after consultation
with OPRC:

waiver of conflict of interest clause
a On request from the TM, GSD will carry out the hiring of the firm. The SM or CD will sign the contract unless they have
delegated the signing to GSD

b/ TM, SM, RPA, and Consultants Services Adviser (OCSPR); plus LEG representative if legal services
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DRAFT
24/10/98

THE GOVERNMENT OF THE KINGDOM OF THAILAND
DOMESTIC BOND MARKET DEVELOPMENT PROJECT
PROJECT ROAD MAP

1. OBJECTIVES:
1) to manage the large volume issuance of government bonds to refinance the FIDF.
2) to build an efficient domestic primary and secondary government bond market and
3) to build a comprehensive public sector debt management policy and capacity and sustainable domestic
bond market.

2. COMPONENTS:
Primary Market:
1) Strengthening of issue planning capacity of the MOF

This component aims to build a capacity to plan terms of issuance in the Comptroller Genera’s Department
of the MOF. The FIDF refinancing law stipulates that the BOT act as a sole underwriter of the Bt 500
billion issues. The issues are made in large tranches (e.g., Bt 100 billion) which are subsequently auctioned
in smaller lots (i.e., usually Bt 5 billion) by the BOT (on behalf of the FIDF) to the market on a weekly
basis. As the Bt 500 billion issuance comes to completion, it will be highly desirable that the BOT act as an
agent for the MOF rather than as an exclusive underwriter in managing refinancing issues. The MOF will
then need to substantially strengthen its own capacity to plan terms of issuance to the market rather than to
the BOT to ensure smooth offtake at a competitive rate while controlling cost and risk of the total liability
against revenue streams and the budget cycle. That will be necessary even though the BOT is expected to
continue to provide attentive advice to the MOF in a systematic manner. Specifically, the component will
include: MOF staff training on bond market, establishment of a system of information collection and anaysis,
establishment of a periodical consultation system to continuously sensor market demand, MOF staff training
for strategic planning of terms of issuance, €tc..

{Works under this component will be an important first step for building a more comprehensive debt
management capacity of the government in a later stage, which is proposed to be the sixth component of
this project as described below.}

2) Enhancement of the auction and the primary market systems

This component aims to enhance administration and organization of the auction by the BOT and the
FIDF and the primary market system including adoption of a primary dealer system, to ensure competitive
offtake by participating banks and nonbank financial institutions. Various auction methods should be explored
to enhance competitiveness of the auction as the market participants gain experience. It is also possible and
desirable to speed up the auction process by upgrading the BahtNet. Adoption of a primary dealer system is
a process, not an event, to be managed. Careful consideration will need to be given to rights and obligations
of a primary dedler, selection of candidates of primary dealers, monitoring their performance, appointment
of primary dealers, continued review of their performance and membership against other candidates, etc. It
is neither necessary nor desirable to try to issue all types of instruments through the primary dealer system.
Possibilities and desirability of various other modes of issuance such as tap issues, direct issuance of very
long-term bonds to institutional investors, syndicated underwriting of small denomination bonds to be
subscribed by individuas, etc., can be explored.

Secondary Market:
3) Upgrading of the BahtNet and rationalization of the BOT operations
This component aims at enhancing the BahtNet system for settling frequent, time-critical, large value
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payments associated with bond trades among financial institutions. Volume of secondary market trading of
government bonds is expected to increase dramatically with the increase in outstanding volume. Active trading
in the secondary market will facilitate and encourage financial institutions to actively participate in the primary
issuance in a committed and competitive manner. To materialize this, however, the BahtNet will need to be
enhanced to support safe settlement of frequent, time-critical, large value payments and bonds. This will
require reform of operations of the BOT on various fronts beyond the BahtNet itself (e.g., the system of
current and securities accounts of financial institutions at the BOT, provision of intraday credit types of
financial institutions allowed to have the accounts at the BOT, integration of systems of Deposit and Bond
Dept., Payments System Dept. and Banking Dept., etc.). In particular, integration of the BahtNet with the
BOT's Bond Registry will be necessary to effectuate delivery versus payments (DvP) on a real time basis.
This needs to be supported by appropriate legal framework for electronic fund transfer and dematerialization
of government securities to define rights and obligations of payers (sellers of bonds) and payees (buyers of
bonds).

4) Strengthening of the Bond Dealing Center (BDC) and Thailand Securities Depository Corporation

(TSD)

This component aims to enhance the secondary trading market for bonds and establish yield curve for
the market. The BDC is only organized trading market for bonds in Asia at the moment. While in the
future, it may be desirable to create a competitive trading environment, it would be very useful to first
create an orderly, transparent and commercially viable organized market for bonds. The BDC would be a
natural candidate for such a market. The BDC would need to further enhance their market information
system to avail reference prices and market yield on benchmark instruments on a real time basis to support
further development of both the primary and the secondary markets. Certain type of transparency of the
market is also very useful to support establishment of a primary dealer system in the primary market. TSD
supports settlement of the trades on the BDC. Enhancement of the BahtNet will potentially enable delivery
versus payments (DvP) for secondary market trades effected through the BDC since TSD is aready linked
to the Bahtnet. However, the BOT's Bond Registry currently does not recognize the TSD’s legal ownership
of government bonds even if those are held in custody in the TSD. The Bond Registry records ultimate
owners of government bonds (and BOT and state enterprise bonds) and requires change of ownership in the
Registry to effectuate delivery of government bonds. To facilitate secondary market trading, this arrangement
will need to be reformed. The BDC and TSD will also need to work on enhancement of the repo trading
and clearing systems and a bond lending facility to facilitate secondary market trades. Market participants
will also soon appreciate a need of futures market for government bonds or other interest rate commodity to
hedge risks associated with long-term fixed income securities such as government bonds. It will support
smooth placement and absorption of long-term government bonds in the primary market, which can otherwise
be difficult without a futures market.

5) Removal of impediments to demand for and trading of bonds

This component aims to identify and remove legal, regulatory, accounting and tax impediments to
investment and trading of bonds. It is clearly important to rationalize regulations for porfolio allocation,
investment and trading of bonds by institutional investors, taxation of income from investment and savings.
accounting rules for mark-to-market and recognition of capital gains and losses, taxation of capital gains
and amortization of losses, accounting for repo transactions and bond lending, non-standardized calculation
methods for yield and accrued interest etc. All of those can create impediments to trading and investment in
fixed income securities. The work will start with a comprehensive study of demand for bonds. Identification
of impediments and measures to remove those should be done in the course of study . Removal of
impediments may require submission of legislation to the Parliament.

National Debt Management:
6) Comprehensive national debt and risk management capacity building

This component aims at initiating capacity building in the MOF, particularly the Fiscal Policy Office and
the Comptroller General ‘s Department, to manage risks associated with liabilities of the public sector including
both Baht and foreign currency-denominated liabilities and off balance sheet items such as guarantees. etc..
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It will be an comprehensive extension of the work under the first component in the new environment of the
growing domestic debt. It should include works to establish a data base, policy for amortization of national
debt treasury reserve management, establishment of a sinking fund for ensuring redemption and efficient
retirement of bonds, foreign exchange risk management, debt maturity structure and asset and liability duration
gap management, sensitivity analysis, etc. It will also explore a desirability of legal reform to allow the
Government to issue domestic bonds for a purpose of financing public sector investment i.e., without having
deficit in the current revenue and expenditure accounts. Such an arrangement would create a sustainable
market for government bonds which are reasonably standardized and, therefore, more fungible. In terms of
institution building, it will explore three possihilities. 1) enhancement of the coordination mechanism between
the two departments to meet requirements in the new environment of large, active domestic government
bond market, 2) consolidation of functions of the two departments into one department, and 3) creation of a
new government body dedicated for national debt management if possible.

4. IMPLEMENTATION ARRANCEMENTS

The Announcement by the MOF stipulates responsibilities of the Working Group for Domestic Bond
Market Development as:

1) Set direction, process, and development mechanism for the Domestic Bond Maket to be the Debt
market for Thailand's economic development in the long run;

2) Set standards, rules, and regulations related to the Domestic Bond Market Devel opment;

3) Set direction to improve Ministy of Finance's efficiency in issuing domestic bond to help the FDIC
and build stability in the financial system. Also to develop the Bank of Thailand’s Bond Auction
Process and the Primary Dealership Auction System among financial institutions;

4) Review other related issues assigned by the Minister and Ministry of Finance; and

5) Appoint experts, advisors, and other working groups as appropriate.

In particular, the Working Group (WG) will work as the project management unit and carry out the
following tasks:

e The WG will meet weekly

» The WG will agree on the overall project scope, individual project components and time horizon for
completion of the project and each component.

» The WG will appoint a foreign advisor(s) to itself and issue TOR for the advisor, which will be financed
by the TA resources made available by the World Bank, in accordance with World Bank’s procurement
rules.

» The Committee will commission formation of a task force to implement each component by inviting
Thai and foreign experts. Thai members of each task force will draft TOR for itself as well as for its
foreign members. The WG and the Bank will approve the TOR, and the WG win issue those. The
participation of foreign experts will be financed by the TA resources made available by the Bank.

* The WG will supervise implementation of the project. The World Bank will assist the supervision. At
least one member of the WG will be made responsible for supervising each task force. Each task force
will issue monthly reports, an interim progress report and a completion report for implementation of
each component. The Committee will issue summary progress reports and a project completion report.

5. TIME TABLE
Workshop on Government Bond Market Development in Thailand by January 31, 1999

Component 1: Strengthening of issue planning capacity of the MOF

By March 31, 1999: Establishment of information collection system and MOF staff training
on bond market analysis
By June 30, 1999: Operationalization of a periodical consultation system and MOF staff
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6.

7.

training on strategic issue planning

Component 2: Enhancement of the auction and the primary market systems

By March 31, 1999: Rationalization of the current auction practice
By June 30, 1999: Start of testing of a primary dealer system

Component 3: Upgrading of the BahtNet and rationalization of BOT operations
By March 31, 1999: Development of an implementation blueprint
By June 30, 1999: Integration of existing systems

Component 4: Strengthening of the BDC and the TSD

By March 31, 1999: Development of an implementation blueprint
By June 30, 1999: Achieving DvP
Component 5: Removal of impediments to demand for and trading of bonds
By March 31, 1999: Completion of a demand study for bonds
By June 30, 1999: Submission of legislation as necessary
Component 6: Comprehensive national debt management capacity building
By June 30, 1999: Development of a implementation master plan
By September 30, 1999: Submission of legislation as necessary
By January 31, 1999, the following should be achieved: Finalization of TORs for all the
task forces; appointment of task force members including foreign
experts,

PERFORMANCE MEASURES:
Each component will have specific products/service to deliver. Performance will be measured by:

1) successful delivery of technical reports acceptable for implementation,

2) successful delivery of training programs which will be evaluated by beneficiary,

3) achievement of institution building, data base building and system development as specified in the
components, including delivery of training required for operation and management advice for launching
the systems.

RESOURCES:

Financial Sector Implementation Assistance Project Loan. US$350,000
PHRD (Japanese Government grant) TBD
ASEM (European Union grant) US$327,000

Note: Contributions by staff members of the World Bank are separately budgeted internally within the World

Bank:
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CONSULTANTS TERMS OF REFERENCE
FOR
REAL TIME DELIVERY VERSUS PAYMENT SYSTEM PROJECT FOR
THE THAI GOVERNMENT SECURITIES
FOR
THE KINGDOM OF THAILAND

Background:

The crisis which hit the Kingdom of Thailand in summer 1997 necessitated the government of the Kingdom
to raise an unprecedented amount of funds from the domestic bond market to address resolution of distressed
banks and finance companies as well as to finance fiscal deficits. This created an unmistakable opportunity
as well as an urgent need to develop the domestic bond market, particularly the government bond market.
The Ministry of Finance established a Committee on Domestic Bond Market Development to work on the
task. Under the Committee, seven task forces were established to undertake specific tasks, each led by a
specific member of the Committee. One of the seven tasks is to achieve delivery versus payments (DVP) in
settling trades of government and government-guaranteed securities, and the task force is led by the Bank of
Thailand.

The Bank of Thailand’s effort under the Committee actually overlaps with the Bank’s internal initiative
under its own Financial Market Development Plan. Under the Plan, the Bank of Thailand is trying to develop
a real-time delivery versus payment (DVP) system to serve as an infrastructure for government securities
market (The Real Time DV P Project).

Currently, the Bank of Thailand is acting as a sole registrar for the Thai government securities. Its main
duty covers issuance, registration and related services such as interest payment and redemption of government
bonds. The registration process employs a computerized book entry system for some issue, but the current
regulations still require substantial paper works to be done by a transferor and a transferee of the bonds.
Payment of the bond settlement transaction usually effects in cheque as cheques are settled on a net basis
and, therefore, requires less liquidity in reserve. However, finality of the net settlement with checks will be
on the next working day after the delivery of securities. The inherent settlement risks and inefficient delivery
and payment system for government securities, in part, hinder the development of Thai government securities
market.

The Real Time DVP Project started in April 1998 and will be fully implemented in the third quarter of
year 2000. The initial requirement of the system is to provide on-line real-time service for all major market
participants to accomplish a real-time delivery versus payment for outright buy/sell, sell and buy back.
repurchase, and securities transfer with and without payment, as well as inquiry of the cash and securities
position and movement. The system will include queuing and gridlock mechanism and employ the latest
Digital Signature technology to ensure secured and smooth real-time delivery and payment transactions.

The Project Team:

The Real-Time DVP project is the responsibility of ajoint development team of Information Technology
Department and Payment System Department. The project team meets regularly twice a week to draft and
designed the system requirement. They also distribute request to all members of the payment system to
comment on the business requirement and the system design. A consultative counterpart team was appointed
by the Thai Bankers Association and Thai Finance and Securities Companies Association to review and
comment on the system requirements and design and cooperate in implementation of the project. A complete
draft of the business and system requirement will be ready for counterpart team review in April, 1999.

The project team will periodically report to the Bank of Thailand’'s Payment System Committee chaired
by the Deputy Governor. Members of the committee are Assistant Governor in charge of financial system
policy, Directors from Banking Department, Financial Institutions Supervision Department, Deposit and Bond
Department, Legal Department, and Information Technology Department. Payment System Department
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Director and Deputy Director act as the Secretary and Assistant Secretary of the committee, respectively.
The committee is authorized by the Bank to oversee the development of the payment system projects
undertaken by the Bank of Thailand and to recommend any policy action regarding payment service in
Thailand.

Consultant’s Terms of Reference:

To have assistance for the Real Time DVP Project, the Bank of Thailand is seeking two advisors who
are experts in bond clearing and settlement practices and related information technology. In the course of
implemention of the Project by the Project Team, the advisors will:

* review its business requirements and system development plan;

» recommend necessary changes or improvements of the business and system requirements so that the
system will comform to common market standards with the possibility of future linkage with the
international market;

« advise the project team in refining the business and system requirements and system development and
implementation plans;

» recommend necessary rules and regulation and procedures for the real time DVP system to be
implemented; and

» recommend necessary liquidity management measures and policy for real-time DVP environment.

In particular, the advisors will produce a TA Completion Report at the completion of the TA to document
the advice provided during the assignment. The Report should be produced in two volumes; i.e., one on
policy for and business practices of clearing and settlement of bond issuance and trades, and the other on
related information technology issues. Each of the two advisors will be responsible for producing one volume
while both can contribute to both volumes. The Report should cover, among other issues deemed important,:

« strategy for involving market participants in carrying out the project successfully.

« analysis of cost, benefit and risks for the BOT as well as for a payer and a payee involved in the real
time DVP system in comparison with the check payments, and consideration of economic viability of
the project,

* strategy to encourage migration from the check payments to the Bahtnet 2-based settlement for issuance
and trading of government and government-guaranteed securities (e.g., provisioning against principal
risks in non-DVP settlement and systemic risks in netting of the check payments, provision and
management of intraday credit for real-time DVP settlement, etc);

« need of system integration within the BOT (i.e., among the systems of various BOT departments such
as the Payments System Department, Bond and Deposit Department, Banking Department), strategy/
steps to achieve the integration, alternative hardwares, software design, and system security (e.g., backups/
fault tolerance, fraud protection/encryption, etc.)

« consideration of functions and capability of the Thailand Securities Depository Company (TSD), their
linkage with the Bahtnet and other systems of the Bank of Thailand related to the settlement, potential
for achieving DVP for corporate bond trading and of long-term optimal architecture for clearing and
settlement of the bond issuance and trading.

Guiding Principles:

The advisors are not expected to spend an extensive amount of time on collecting basic information by
themselves. The Bank of Thailand will prepare translation of information related to current procedures in
consummating settlement of payments and delivery of government securities, laws and regulations related to
the procedures, IT system capability and its state of integration, statistics of traffic of payments and government
bond trades and policy and system issues to be addressed. In the beginning of the first visit, the advisors
will review the information provided by the Bank of Thailand, identify additional information required if
any and request the Bank of Thailand to prepare it in English.

In the beginning of the first visit, the advisors will discuss and agree with the Bank of Thailand on
specific structures ad contents of the TA completion report expected at the end of the assignment. Although
the TA Completion Report should be made into two volume with each of the two advisors responsible for
producing one, the structures, contents and format of the two volumes should be coordinated well to make
them one comprehensive output to address all the issues specified in the above terms of reference.
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The advice must be supported not only with logical arguments but also, wherever possible, with well
documented international examples. The TA Completion Report should be supplemented by technical annexes
some of which should document such examples.

Administrative Arrangements:

The Bank of Thailand will provide the advisors with an office with a telephone line suitable for two
persons and pre-arranged access to a meeting room facility, and transportation service during the course of
assistance as well as the necessary office equipment and supplies; except for the advisors' salary, and costs
of travelling from the country of the residence to and back from Thailand, and subsistence per diem during
his/her stay in Thailand which will be covered by the ASEM grant.

The policy-level counterpart will be Mr.Theerachai Bhuvanartnaranubal, Assistant Governor (Financial
System Policy). The operationa counterpart will be Mrs. Saowanee Suwannacheep, Director, Payment System
Department. The advisor may work with other officials as designated by the policy-level counterpart from
time to time. A consultative meeting with other officers or outside members may be arranged by the Bank
of Thailand upon request.

Reporting and Deliverables:

The advisors will report to Mr. Robert Keppler, payments systems expert of the World Bank, and Mr.
Noritaka Akamatsu, the task manager for the Capital Market Component of the World Bank’s Financial
Sector Operations in Thailand. The advisors will report in writing within a week after every visit to Thailand,
except the last visit.

At the completion of the TA, each advisor will submit a draft volume of TA Completion Report to the
counterparts of the Bank of Thailand and to the Messrs. Keppler and Akamatsu of the World Bank for
review and comments within one week of their last visit to Thailand. While each advisor will submit a
separate volume, structure, contents and format of the two volumes must be coordinated and made consistent
with each other. Within one week of receiving comments from the Bank of Thailand and the World Bank,
each advisors will finalize the report and resubmit it to the Bank of Thailand and to the World Bank for its
approval.

Time Schedule:

The term of the technical assistance service by each advisor is approximately seven staff weeks starting
in the third week of May 1999, involving about three visits to Thailand. The duration of the first visit is
expected to be two weeks and the other two visits for one week each. Timing of the visits other than the
first one will be determined based on further discussion between the Bank of Thailand and the advisors.
However, the advisors are generally expected to complete the assignment by the end of August 1999.
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. INTRODUCTION

1. The recent currency turmoil has had a significant impact on a number of economies in the region, and
its effects are likely to be seen in the form of lower growth rates in the short and medium terms. This crisis
reflects a number of fundamental weaknesses in the financial and banking sectors and in the macroeconomic
management of the affected economies. The Bank has announced support packages of $3.5 billion to Indonesia
and $1.2 hillion to Thailand to be coordinated as part of the International Monetary Fund (IMF) stabilization
packages to the two countries. The Indonesia support package will consist of four program loans, and that
for Thailand two program loans.

2. Programs of this size, the quick-disbursement nature of the loans, and the magnitude of the crisis itself
call for considerable investment in terms of human resources for program preparation, management,
coordination, and monitoring. It is also crucia that the Bank closely monitor developments in the other
economies in the region, and engages in policy dialogue with the vulnerable DMCS that are likely to be
affected by fallout from the current crisis. In addition to Indonesia and Thailand, the situation needs to be
assessed in a number of regional economies. Given these current and near-future needs for the region as a
whole, this paper proposes a Regional Technical Assistance (RETA) to (i) provide assistance to the affected
DMCS in designing suitable programs and to implement reform measures; and (ii) study the sector structural
weaknesses of the vulnerable economies to enable their Governments to design appropriate remedial measures.
It is proposed that the RETA be implemented initialy for a period of one year, with a possibility of further
funding being requested on a declining scale, for an additional period of up to two years.

3. To respond effectively and in a coordinated manner to the crises, the Bank has established an
interdepartmental Task Force on Financial Sector Reform, cochaired by the Region West and Region East
Vice-Presidents and made up of two subgroups: an Operational Subgroup to study operational issues and
recommend suitable plans to respond to the crisis, and a Research Subgroup to analyze the developments in
the affected and vulnerable sectors and economies. The proposed RETA will supplement and be complementary
to the Research Subgroup’s proposed analytical Study of Financial Markets in Southeast Asia.

1. BACKGROUND AND RATIONALE

4. The recent currency crisis in Southeast Asia, triggered by the lifting of the US dollar-denominated peg
of the Thai baht on 2 July 1997 and the resulting contagion effect, has enormously affected the economies
of Indonesia, Malaysia, Philippines, and Thailand, The Indonesian rupiah depreciated by 35.5 percent, in
nominal terms, from 2,431 in June to 3,295 to the dollar in the first week of November. The Thai baht
depreciated by 53.6 percent during this period, from 24.9 to 38.2 to the dollar. The Malaysian ringgit and
the Philippine peso also declined in value by more than 30 percent during this period. This turmoil in the
Southeast Asian currency markets has also been blamed for the recent downfall in the global equity markets.
The financial and currency crises have had and will have an impact in the short and medium terms on both
financial and real sectors of other economies within as well as outside of Asia, in the form of effects operating
through financial and trade linkages.

5. The crises are due both to internal problems, arising mainly from fundamental structural and regulatory
weaknesses in the financial sectors, and to external factors operating through the surge in capital inflows.
The internal problems reflect a combination of lack of competitive pressures, as the financial sectors were
sheltered from both domestic and foreign competition, and improper management of the liberalization process,
owing to neglect of accounting and reporting standards, ineffective legal systems, and lack of attention to
human resource issues. Entry and exit barriers in the financiad sectors, along with lack of appropriate provisions
for loan-loss treatment of non-performing assets in the banking sectors, also contributed to the problems.
These fundamental weaknesses were compounded by attempts in some countries to keep the exchange rates
below their real effective levels. This, in combination with relatively high domestic interest rates and low
inflation, encouraged imprudent large-scale dollar-denominated borrowing, with short maturity, in offshore
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markets by domestic investors and banks. Poor regulatory and supervisory frameworks and inadequate human
resources to implement required regulations led to much of these unhedged borrowings being invested in
the real estate sector, exposed to well-known boom-bust cycles. Private sectors in these economies also
resorted to withholding of export receipts and nonrenewal of foreign currency credit lines.

6. While Thailand faces more serious problems, the economies of Indonesia, Malaysia, and Philippines also
have elements of the same fundamental problems experienced in Thailand. These economies are expected to
experience slower growth in the short tem. Other economies in the region have not been directly affected,
but their financial sectors are not in a much stronger position than those of the affected economies. Several
of these countries have also attracted a large inflow of foreign capital exposing themselves to the risk of
withdrawal of such capital as a result of the crisis in Southeast Asia. In addition, nonperforming bank loans
pose a serious problem in a number of economies. The Korean won has depreciated by more than 20 percent
in recent weeks. In terms of designing any required remedial measures and monitoring, the RETA would, if
required, cover the People’'s Republic of China, India, the Republic of Korea, Malaysia, Pakistan, Philippines,
and Viet Nam, among other economies.

7. The Bank recently announced support packages to Indonesia and Thailand, in coordination with IMF
assistance for the economic stabilization programs being undertaken in these countries. The Indonesia Support
Package consists of four quick-disbursing sector development programs (SDPs), and disbursements under
these programs are expected to total $1.5 billion over the next three years. These SDPs Will strengthen and
accelerate the country’s reform initiatives in the areas of banking, capital market development, enhancement
of public financial management, and boosting of industrial and trade competitiveness. The Thailand Support
Package consists of two sector program loans to support capital market development and reforms in the
social sectors, and in terms of overall disbursements, the assistance is expected to total $1 .2 billion over
the next three years.

8. The Financial SDP in Indonesia will cover the following broad areas: (i) strengthening the role and
operations of Bank Indonesia (BI) in supervising banks and non-bank financial institutions (NBFI); (ii)
formulating an appropriate exit policy in the banking sector to ease up the pressure on Bl to bail out failing
banks; and (iii) strengthening the regulatory environment for the operation of NBFIs. The Capital Market
SDP will support reforms in the development of capital markets, in conjunction with the Financial SDP.
This Program will focus on (i) the development of the domestic bond market, (ii) strengthening of the role
and capacity of ingtitutional investors, (iii) development of capital market infrastructure, and (iv) improvement
of the market regulatory environment.

9. The proposed Public Sector Management SDP will provide assistance to various organs of the Government
to (i) strengthen key administrative bodies and mechanisms, (ii) increase the transparency and accountability
of government operations, (iii) improve the legal and regulatory framework relating to commercial activities,
and (iv) improve standards and practices relating to financial information and disclosure. The Trade and
Industry SDP, with its focus on promoting competition in the domestic economy, will cover the following
areas. (i) strengthening regulations to curb monopolistic behavior, (ii) reducing the role of state trading
agencies, and (iii) formulating measures to make core public enterprises more effective and open to
competition, besides drawing up plans for divestment of noncore public enterprises. In the trade area, the
program will promote a number of measures toward reducing tariffs and liberalizing trade.

10. The Thailand Financial Sector Program Loan will address issues with regard to (i) strengthening securities
market regulation, monitoring, and supervision, (ii) improving risk management, (iii) development of long-
term capital markets to maobilize greater amounts of national savings, (iv) facilitating investor-issuer access
to the capital markets, and (v) developing institutional sources of funds by establishing a pension and provident
funds system in the country. A Social Sector Program Loan has also been proposed for Thailand, primarily
to design social safety nets for the affected population, particularly the poor, and to upgrade the quality of
the labor force by promoting human capital investments. It is also likely that an industrial sector reform
program may be designed at a later date.
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11. The Bank’s support packages are to be coordinated as part of the IMF-World Bank stabilization packages
to Indonesia and Thailand. The World Bank is currently designing a technical assistance (TA) plan for
Indonesia and Thailand, to be extended to other countries later, under its proposed Financial Sector Advisory
Services Program for which it is seeking funding from official and private sector donors. The World Bank's
plan will focus on strengthening the supervisory capabilities of the Central Bank and reform measures for
state-owned banks in Indonesia. The plan for Thailand will focus on the legal aspects of financial sector
reforms. The Bank’s SDPs, program loans, and the proposed RETA will cover private commercial banks
and regiona development banks in the banking sector, and focus on the development of securities and bond
markets and strengthening of capital market institutions. The RETA will also monitor developments in other
vulnerable economies and design remedial measures. Overall, the operations of the Bank, ongoing and
proposed, complement those of the World Bank and the IMF.

12. The developing member countries (DMCs) that have been affected in the recent currency turmoil are
short of expert skills in program preparation, management, coordination, and monitoring. It is proposed that
four experts be recruited under the RETA for each of the regional operations to assist the DMCs in designing
and implementing reform measures in the affected sectors. The RETA will be implemented initialy for a
period of one year, with a possibility of further funding being requested, on a declining scale, for an additional
period of up to two years.

[1l. THE PROPOSED TECHNICAL ASSISTANCE
A. Objective

13. The proposed RETA will provide assistance to the affected DMCs in designing and implementing
support programs to respond to the currency turmoil, and will monitor developments in vulnerable economies
to enable those countries to formulate suitable financial sector and industry and trade competitiveness reform
measures.

B. Scope

14. The proposed RETA will focus on four major areas: (i) banking sector reforms; (ii) capital market
development reforms; (iii) public sector management and financial reforms; and (iv) industrial and trade
competitiveness reforms. Two banking sector specialists, two capital market specialists and one specialist
each in the other two areas will assist DMCs by conducting sector reviews, suggesting appropriate reform
measures, and monitoring developments with relevant inputs from the findings of the Research Group’s
Study. Detailed Terms of Reference for the consultants are in Appendix 1.

C. Cost Estimates and Financing Plan

15. The total estimated cost of the proposed TA is $2,625,150. The TA will be financed by the Bank on a
grant basis from the Japan Special Fund, funded by the Government of Japan.

16. Given the urgency of the problem, and the significant human resource requirements involved in designing
and managing suitable reform programs, the Bank will utilize its staff consultancy budget to hire two staff
consultants to assist Bank staff in making the necessary co-ordination arrangements and supervising the
implementation of the RETA.

D. Implementation Arrangements
17. The experts will provide assistance, as part of the Bank’s overall programs, to the Finance, Planning,

and Trade and Industry Ministries of DMCs in designing and implementing sector reforms and programs.
Given the quick response required to address the financia crises and the pressing needs for human resources,
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the process of designing and implementing programs under the proposed stabilization packages to Indonesia
and Thailand and of monitoring developments in the other vulnerable economies will be carried out
simultaneously by the consultants. The phasing and allocation of time between these two tasks are kept
flexible at this point to allow for specific needs and contingencies.

18. All the experts, and the staff consultants, through collaborative efforts with Bank staff and informal
training, will also strengthen the institutional capacity of the Bank in the identified areas of reforms in the
DMCs.

19. Each consultant will submit a monthly report on the sectoral developments in the country/countries
taken up for analysis. This report would also contain a short-term outlook on sector developments, which
will be particularly useful to vulnerable economies. In addition, there will be a comprehensive report to be
submitted at the end of the first year discussing the developments in each country and presenting short and
medium-term forecasts for the concerned sector. In addition, the consultants will also produce any reports
that may be required by the Governments, in consultation with the Bank, in the preparation and processing
of projects and policy formulation. The year-end report will also provide a comprehensive summary of the
economic crises and how they were handled through sector reform measures.

20. The RETA will be supported by the Task Force on Financial Sector Reform and implemented by
concerned operational departments in the East and West regions in close collaboration with the Research
Study Group of the Task Force. The allocation of the consultants to projects and their country assignments,
which is bound to change periodically depending on the needs, will be decided by the concerned departments
in consultation with the Task Force.

21. The consultants will be selected on an individual basis to undertake studies covered by the scope of the
RETA. The engagement of consultants will be in accordance with the Bank’s Guidelines on the Use of
Consultants.

22. The RETA will commence in early January 1998 and be implemented until the end of December 1998.
A decision on further continuation will be made in November 1998.

IV. THE PRESIDENT'S RECOMMENDATION
23. The President recommends that the Board approve the provision of technical assistance, on a grant

basis, in an amount not exceeding the equivalent of $2,625,150 for the purpose of Banking, Capital Market,
and International Competitiveness Reforms in Response to the Currency Turmoil.
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Appendix 1

TERMS OF REFERENCE FOR THE CONSULTANTS

A. Banking Sector Specialists (2)

1. The banking sector specialists will be international consultants with at least ten years relevant experience
in the tasks listed below. This will include several years of relevant experience in developing countries.
Operationally relevant knowledge of the banking sectors in Asian economies will be an advantage. With
relevant inputs from the findings of the Research Group's Study, the specialists will

(i)
(i1)
(iii)
(iv)
(v)

(vi)

(vii)

(viii)

(ix)

assist the DMCs in designing and implementing banking sector reform measures;

analyze overall banking sector developments and policies,

advise banks in the DMCs on better asset-liability management;

advise banks in the DMCs on better credit evaluation procedures,

develop a set of monitoring indicators on which data are available in the banking area to assess
performance and sector developments,

review current initiatives and measures to introduce entry and exit policies for commercial banks,
to promote competition, and to ease pressure on central banks to rescue banks on the verge of
bankruptcy;

review methods of risk management, particularly from the point of view of non-performing loans
and risky loans to public undertakings or state-owned enterprises, and for development of risky
assets;

in coordination with the capital markets specialists, analyze measures to develop interbank and
money markets and to encourage central banks to resort to open market operations rather than
reserve requirements; and

in coordination with the capital markets specialists, analyze the feasibility of securitizing the assets
of commercia banks and Non Bank Financial Intermediaries (NBFIs) to promote secondary markets.

B. Capital Markets Specialists (2)

2. The capital markets specialists will be international consultants with at least ten years relevant experience
in the tasks listed below. This will include several years of relevant experience in developing countries.
Operationally relevant knowledge of capital markets in Asian economies will be an advantage. With relevant
inputs from the findings of the Research Group’s Study, the specialists will

(i)

(i)
(iii)

(iv)
v)

(vi)
(vii)

(viii)
(ix)

(viii)

assist the DMCs in designing and implementing reform and development measures to promote
capital markets;

review, analyze, and monitor capital market development programs in affected and other DMCs;
analyze and monitor trends in asset and property price volatility and its impact on financial market
stability;

review the feasibility of developing domestic bond markets to provide long-term credit; suggest
measures to strengthen the framework for such markets in countries where they aready exist;
develop a set of monitoring indicators on which data are available in the capital markets area to
assess developments;

review the role and capacity of institutional investors;

in coordination with the banking sector specialists, analyze measures to develop secondary markets
backed by performing and nonperforming assets in the balance sheets of banks and NBFls;

review and monitor the development of capital market infrastructure;

review and monitor developments in the market regulatory environments; analyze and suggest
measures for strengthening risk management systems;

in coordination with the Banking Sector Specialists, analyze measures to develop interbank and
money markets; and
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(ix)

in coordination with the Banking Sector Specialists, study the feasibility of securitizing the assets
of commercial banks and NBFIs to promote secondary markets.

C. Public Sector/M acroeconomist

3. The public sector/macroeconomist will be an international consultant with at least ten years relevant
experience in the tasks listed below. This will include several years of relevant experience in developing
countries. A knowledge of the public sector management reforms in Asian economies will be an advantage.
This specialist will

()
(i)
(iii)
(iv)
)

(vi)

(vii)
(viii)

(ix)

assist the DMCs in implementing public sector management reform measures;

review governmental budgetary procedures in comparison with best-practice international standards;
formulate measures to increase the transparency and accountability of government operations;
formulate measures to improve the legal and regulatory framework relating to governmental
commercial activities;

designing methods to improve standards and practices relating to financial information and
disclosure;

in coordination with the capital market specialist, analyze and monitor policies with regard to
accounting standards, regulatory structures and capital controls, and analyze if such policies match
the state of development of the financial markets;

review and monitor regulatory structures with regard to short and iong-term capital inflows, offshore
borrowing patterns of domestic investors and foreign direct investment;

identify the fundamental weaknesses in the financial systems with regard to accounting, and legal
and regulatory structures and suggest corrective measures to enable the Bank to engage in policy
dialogue; and

review current and proposed Bank programs for inclusion of suitable development and reform
components, and propose programs of action in vulnerable economies.

D. Industry and Trade Competitiveness Specialist

4. The industry and trade competitiveness specialist will be an international consultant with at least ten
years relevant experience in the areas listed below. This will include several years of relevant experience in
developing countries. A knowledge of the industry and trade competitiveness reforms in Asian economies
would be an advantage. This specialist will

(i)

(i)
(iii)

(iv)
(v)
(vi)
(vi)
(viii)

assist the DMCs in implementing reform measures to promote competitiveness in industry and
trade sectors:

analyze industrial and trade policies, and monitor developments in the policy regimes;

analyze the current policy regimes and suggest measures to promote competition within the domestic
economies,

analyze the current situation with regard to monopolies and state trading corporations, and monitor
developments in the elimination of such entities;

analyze, monitor and suggest effective methods for reforming state undertakings and for drawing
up plans for the divestment of noncore public enterprises;

suggest initiatives and measures to introduce exit policies in the industry sector; analyze the current
situation and monitor developments in trade and tariff reform initiatives;

monitor developments in the policy regime with regard to subsidies and tariffs in sensitive areas
such as agriculture and certain industrial commodities; and

review current resources in the concemed Govemmental organs, such as the Ministries of Trade
and Industries, and draw up measures for capacity building to implement trade and industry reforrns.
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Appendix 2

COST ESTIMATES ($)

Category Total Cost
A. International Consultants (6)

1. Remuneration 1,800,000

2. International & Regional Travel 108,000

3. Local Travel 50,250

4. Per Diem 383,250

subtotal 2,341,500

B. Communication 20,000

C. Equipment 25,000

D. Contingency 238,650

TOTAL 2,625,150

(Reference in Text: Page 4, para 15)
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. INTRODUCTION

1. The ongoing currency and financial market crisis in Southeast Asia has far reaching effects on the
regional economies and on their trading partners. The financial turmoil has also threatened to dent Southeast
Asia’s exemplary image in economic development. The crisis has unveiled many intricate problems and
challenges in macroeconomic management, banking and capital markets management, governance, institutiona
capability, and human resource development for both the government and private sectors to handle in the
aftermath of liberalization. More importantly, the recent developments underscore the challenges presented
by a world of mobile capital—even for economies with strong institutions and economic fundamentals.

2. The crisis started with the weakening of Thai baht, followed by the Philippine peso, Indonesian rupiah
and Malaysian ringit, and lately the Korean won. These currencies have recorded their lowest values in
decades. The financia sectors are also experiencing troubles. The effects of the currency and financial crisis
in terms of inflation and slower capital flows have started hitting the peripheral countries in the region such
as Lao People’'s Democratic Republic (Lao PDR) and Viet Nam. Spillover effects coupled with internal
political problems have exerted pressure on currency and financial markets in India and Pakistan. The effects
of the crisis are being felt in exporting countries like Republic of Korea (henceforth Korea) and Japan due
to cancellation and/or postponement of large infrastructure projects and the general slowdown of economic
activities.

3. Many hypotheses are emerging as to what actually went wrong, what is the best practice, how the
present crises should be handled, and what preventive measures could be taken by other countries in the
region, particularly the vulnerable ones. Many funding agencies have already packaged rescue assistance to
hard-hit countries like Thailand, Indonesia, and Korea. The Bank has announced support packages to Indonesia
and Thailand amounting to $3.5 billion and $1.2 billion, respectively, to be coordinated as part of the
International Monetary Fund (IMF) stabilization packages to these countries. The Bank has created an
assistance package amounting to $4 billion for Korea. On the other hand, governments in other countries
are taking policy measures or watching the events carefully to be able to institute preventive measures.
There is also a concern that countries that have recently announced policies of further liberalization and/or
privatization may defer their implementation. However, it would be imprudent to judge the causes of the
current crisis and to design possible ways out and preventive measures with sketchy details and cursory
analyses.

4. To urgently respond to the crisis and the ensuing issues in macroeconomic management and financial
markets in the areas of both its operations and research, the Bank has established an interdepartmental Task
Force on Financial Sector Reform, chaired by the Region East and Region West Vice-Presidents, and
comprised of two subgroups: the Operational Subgroup to study operational issues and recommend suitable
Bank interventions; and the Research Subgroup to analyze and deepen the understanding of the causes of
the currency and financial crisis in affected and vulnerable sectors and economies, to recommend preventive
measures, and ultimately to assist in building robust and sustainable financial systems in the region. The
two subgroups will work very closely to achieve the objectives of the Task Force. The findings and
recommendations of this regional technical assistance (RETA) are expected to provide a useful basis for the
design and implementation of further operational work by the Bank, through the Task Force.

I1. BACKGROUND AND RATIONALE

5. The currency and financial crisis in the region appears to be very much driven by internal problems
rather than by external shocks. Available evidence suggests that it was caused essentially by structural
weaknesses in the financial sector and weak macroeconomic management. More specifically, the financial
crises in the region indicate the difficulties of managing large short-term capital flows subsequent to financia
liberalization with relatively less developed ingtitutional capabilities and regulatory frameworks in the banking
and capital market areas. Coupled with this are the problems of (i) high exposure to large-scale infrastructure
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and real estate projects with long gestation period, (ii) large exposure to foreign currency-denominated loans,
(iii) the structural rigidities and liquidity crisis facing the export sector and constrained foreign exchange
earnings, (iv) deteriorating financial conditions of manufacturing firms, (v) political uncertainty, and (vi)
high price volatility experienced by the region’s stock markets as investor confidence is being lost.

6. The globalization of financial markets has compounded the problem and has increased the vulnerability
of the banking sector. Surges in private capital have fueled lending booms in the region. In the absence of
adequate capabilities in ingtitutional, regulatory, and supervisory frameworks and of adequate human resources,
and with implicit policy biases in favor of nonproductive sectors, capped by poor governance, excessive
amounts have been lent to the real estate and other speculative sectors. By increasing aggregate expenditure
and demand, such flows have also contributed to asset price inflation. The position of banks has therefore
become more precarious. There is merit in the argument that globalization of finance means that geographic
markets cannot be monopolized by domestic firms and that market regulations and entry barriers have their
limitations. While the recently concluded World Trade Organization (WTO) agreement on financial service
liberalization will provide further impetus to the globalization of such services, it will also mean additional
skill and capability requirements to cope with the aftereffects—intended, unintended, and unforeseen. It
therefore calls for a greater attention to strengthening institutional capability in tandem with further
liberalization measures.

7. There has been a clear and massive mismatch between the rapid growth in the size and the sophistication
of the financia sector (triggered by deregulation and liberalization) on one hand, and the lagging development
of institutions and governance on the other. Most financial institutions that have proliferated in recent years
have had limited experience in managing risks in foreign exchange operations and in appraising investment
projects. Similarly, many end users have had a limited history of entrepreneurship, scant appreciation of
interest and foreign exchange risks, and limited understanding of competitive corporate management as
opposed to proprietary management. In the public sector too, the institutions for supervision of the financial
sector, such as central banks and securities commissions, have limited capabilities to oversee expanded sector
activities. In addition, little is known about how financial innovations such as derivatives, hedge funds, and
computerized trading have affected market volatility.

8. Reforming financial markets is not an event but a process, requiring a good understanding of the policies,
institutions, and participants that influence and at the same time are affected by changes in the financial
market. What has also emerged in the recent literature is that financial liberalization should be one of the
last stages of economic liberalization, as much a signal of successful reform and development in other parts
of the economy as a cause of it. More importantly, financial liberalization should redefine the roles and
responsibilities of the principa regulatory and supervisory institutions such as centra banks, finance ministries,
and securities commissions, and strengthen their respective capabilities. It has also been observed that financid
liberalization in terms of government decision on policy reforms is easy, but it is slow and complex in
terms of institutional capability building to manage the liberalized financial markets. This apparently
encouraged many countries to go for the quick and easy part of the liberalization process—announcing
policy reforms—but not necessarily the difficult part of strengthening regulatory frameworks and institutional
capabilities. The whole array of serious institutional responses deserves to be examined because so little
insight is available to explain what has actually happened, except the general conclusion that a protracted
currency crisis must have been caused by fundamental weaknesses.

9. One key issue in the management of the currency and financial crisis is confidence rebuilding. Maintaining
a strong economy is essential to restoring confidence. This requires getting economic fundamentals right. At
the same time, building robust financial systems is also essential. The experience of Mexico suggests that
the restoration of macroeconomic stability and a credible information system can help in rebuilding investors
confidence, as these allow them to make sensible decisions. Other issues relating to confidence building
include adequate capitalization, high risk tolerance so that industry has room in which to innovate and
compete, and mergers and acquisitions to increase firm-level efficiency where markups are too tight for
many firms to survive because of increased competition. A sound regulatory framework, capable institutions,
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skilled human resources, effective monitoring and supervision, and healthy competition are also important
preconditions for efficient and resilient financial systems.

10. Theissue of the vulnerability of other countries should also be examined from the point of view of rea
effects of the currency and financial crisis in Southeast Asia. The likely slowdown in economic growth in
Southeast Asia will have significant repercussions on foreign direct investment flows, particularly to Viet
Nam, Lao PDR, People's Republic of China (PRC), and other countries that have been receiving such flows
from Southeast Asia. Postponement or cancellation of large construction projects in Malaysia, Thailand,
Indonesia, and Philippines is likely to slow down the business of large Korean and Japanese companies,
adding negative impacts on their financia sectors.

11. Beyond the current period of currency and financial turbulence, each country will have to address the
issue of the most appropriate exchange rate regime, regulations, ingtitutions, and skilled human resources. A
forward looking detailed study of selected member countries will provide information on fundamental strengths
and weaknesses of the economies in general and of their financial markets in particular. This will be useful
in formulating preventive measures to avoid financia crises, creating monitoring and surveillance mechanisms,
refocusing the Bank’s strategies and country assistance programs, and ultimately assisting in building robust
financial systems in the region.

[1l. THE TECHNICAL ASSISTANCE
A. Objectives

12. The RETA will analyze and deepen the understanding of the sources of the present crisis in currency
and financia markets; provide a useful basis for the design and implementation of preventive measures and
of refocused country strategies; and ultimately help the Bank and its member countries in building robust
and sustainable financial systems in the region.

B. Scope

13. The RETA will focus on key issues relating to the management of foreign capital flows and foreign
exchange management, major structural weaknesses in the banking sector and capital markets, governance,
regulatory frameworks, institutional capabilities, and the degree of vulnerability of the economies to interna
and external shocks. Further details on the scope of the study are given in Appendix 1.

14. The country coverage of the RETA is organized in three groups. The first group will cover Indonesia,
Malaysia, Philippines. Thailand, and Korea, which are experiencing a currency and financial crisis. The
focus of the study will be on (i) the major sources of currency and financial crisis, (ii) better management
of the present crisis to achieve quick but sustainable recovery, and (iii) short- and long-term measures for
overcoming structural weaknesses (comprising market structure, policies, regulations, and institutions) in the
financial markets to achieve robust financial systems.

15. The second group will cover countries with possible weaknesses or substantial foreign capital such as
PRC, Viet Nam, and India, with a focus on (i) analyzing fundamental strengths and weaknesses (ii) assessing
the degree of vulnerability, (iii) identifying preventive measures, and (iv) recommending necessary immediate
actions and further work to build robust and sustainable financial systems. The third group will be Singapore;
Hong Kong, China; and Taipei,China and the focus of the study will be on best practice examples in the
areas of macroeconomic management, the banking sector and capital markets.

16. The key outputs of the study will be (i) recommendations for building robust and sustainable financial

market systems in the region; and (ii) strategies and action plans. These will provide the basis for refocusing
and fine-tuning the Bank’s country strategy and assistance plans in general, and in particular for the further
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work of the Operational Subgroup.
C. Cost Estimates and Financing Plan

17. The estimated cost of the RETA is $973,000 (Appendix 2). The RETA will be financed by the Bank on
a grant basis, using the Japan Special Fund (JSF) funded by the Government of Japan.

D. Implementation Arrangements

18. The RETA will be implemented by the Economics Development and Resource Center (EDRC), working
closely with the Operational Sub-Group to (i) share information, (ii) avoid duplications, and (iii) make
maximum use of the ensuing findings and recommendations. The study will make use of the previous work
and other relevant information available in the Bank as well as that obtainable from the World Bank and
other aid agencies on the countries under study. International experts will undertake field studies in the
concerned countries. The study will be supported by country-level working groups/resource persons drawn
from central bank officials and domestic consultants.

19. Workshops will be held in Manila at the Bank’s Headquarters to discuss the findings and recommendations
of the RETA study at both the working level and the policy level, to be attended by policy-level officials
from the relevant governments, international experts, and eminent economists. The Asian Development Bank
Ingtitute, Tokyo (ADBI) will be invited to collaborate. Dissemination activities as well as the need for pursuing
further work will be identified at the workshops.

20. The RETA will require 20 person-months of international consultants and 20 person-months of domestic
consultants. Experts with a proven track record in the management of capital flows and exchange rates, the
banking sector, and capital markets will be engaged on an individual basis following the Bank’s Guidelines
on the Use of Consultants and other arrangements on the engagement of domestic consultants. Macroeconomic
management experts (international) will lead the teams for each group of countries (paras. 14-15); they will
also be responsible for preparing a consolidated report. The consultants will undertake the study under the
supervision and guidance of the Resident Scholar. It will commence in January 1998 and be completed by
the end of July 1998. A draft final report is expected in April/May 1998.

IV. THE PRESIDENT'S DECISION
21. The President, acting under the authority delegated by the Board, has approved the provision of technica

assistance, on a grant basis, in an amount not exceeding the equivalent of $973,000 for the Study of Financial
Markets in Selected Member Countries, and hereby reports such action to the Board.
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Appendix 1
TERMS OF REFERENCE FOR CONSULTANTS

1. International experts with a proven track record in macroeconomic management, with specialization in
the management of capital flows and exchange rates, banking sector management, capital markets management,
and financial sector human resource development, will be engaged following the Bank’s Guidelines on the
Use of Consultants. As the study, covering ten member countries, is expected to be completed within five
months from its commencement, more than one international expert in a given area will be engaged to
reduce the elapsed time for its completion. The experts for macroeconomic management issues will be the
team leaders for each group of countries; they will be responsible for coordinating and guiding the other
experts and will prepare a consolidated report of the study. The team leader together with the designated
Economics and Development Resource Center staff will develop detailed terms of reference for domestic
consultants and resource persons. The consultants will prepare and submit an inception report, progress
report, and draft final report, as specified in their respective contracts.

2. The consultants are expected to apply econometric techniques in analyzing issues and devising indicators
for monitoring and early warning systems. The consultants will undertake the following tasks, among others,
under the supervision and the guidance of the Resident Scholar.

A. Macroeconomic Management Experts (7 person-months)

3. The experts will undertake a study, prepare reports, and organize seminars/workshops on macroeconomic
management issues covering the following areas.

(i)  impact of globalization on macroeconomic policies;, monetary, fiscal, and exchange rate policies;
(i)  management of foreign exchange flows (both short term and long term) including reserve
management and regulations on corporate borrowing and its impact on the financial markets;

(iii) assessment of the degree of globalization of financial markets vis-a-vis the rest of the world,
including the likely implications of the recently concluded World Trade Organization (WTO)
agreement on financial service liberalization;

(iv) domestic savings and investment gap: foreign debt management and relative debt service capacity;

(v)  macroeconomic implications of the correlation between business cycles and property market booms;

(vi) autonomy of central banks, institutional capabilities, and good governance;

(vii) timing and sequencing of financial liberalization including domestic market liberalization, capital
market integration, and capital account convertibility, with due regard for regulatory framework
and ingtitutional capability;

(viii) restoration of macroeconomic stability and investor confidence;

(ix) assessment of the degree of vulnerability; and

(x)  additional mechanisms and indicators for monitoring the risk and vulnerability in the currency and
financial markets.

B. Banking Sector Management Experts (7 per son-months)

4. The experts will undertake a study, prepare reports, and organize seminars/workshops on banking sector
management issues covering the following areas:

(i) likely implications of the globalization of financial services under the recent WTO agreement for
the banking sector;

(i) intersector linkages between the banking sector and the enterprise sector (including trade,
manufacturing, agriculture, and real estate) and their implications for banking sector reform;

(iii)y prudential regulations, including the issue of transparency and insider lending, and supervision
over banks and nonbank financial institutions (NBFIs);
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(iv)
)
(vi)
(vii)
(viii)
(ix)
()
(xi)
(xii)

asset and liability management of banks and NBFIs;

mergers and acquisitions, and universal banking;

off-balance sheet item management and insider lending;

offshore banking activities;

performance evaluation of banks and NBFIs including capital adequacy test;
management of non-performing loans;

skill availability, good governance, and ingtitutional capabilities;
vulnerability of the banking sector; and

measures required to overcome fundamental weaknesses.

C. Capital Market Management Experts (6 person-months)

5. The experts will undertake a study, prepare reports and organize seminars/workshops on capital market
management issues covering the following areas:

(i)

(if)
(iii)
(iv)
v)

(vi)
(vii)
(viii)

prudential regulation and supervision over capital market institutions, and the roles of securities
and exchange commissions and self-regulatory organizations;

capital market infrastructure and market microstructure;

capital market institutions and good governance;

effectiveness of risk management system;

analysis of growth and sophistication in capital markets, including financial derivatives and
innovations, and the implications of computerized trading;

implications of circuit breakers and other devices for moderating market volatility;

vulnerability of the capital market sector; and

measures required to overcome fundamental weaknesses.
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Appendix 2

COST ESTIMATES ($)

[tem Cost
Bank Financing
1. International Experts/Resource Persons
a International Consultants
i Remuneration 400,000
i Per Diems 105,000
i Airfares 148,000
b. Domestic Consultants-Remuneration 80,000
c. Developing Member Country Resource 64,050
Persong/Participants (Honorarium, Travel, and Per Diems)
d. Bank Resource Persons (Travel and Per Diems) 49,000
2. Seminars/Workshops 16,000
3. Administrative Support 12,000
4. Report Preparation and Printing 5,000
5. Supplies and Miscellaneous 5,000
6. Contingencies 88,950
Total 973,000

(Referencein text: page 4,para.17)

- 187 -




	第1 部 国別分析
	「タイ金融セクターの構造的特色と改革動向」
	「市場経済移行国の金融問題 −ヴィエトナムのケース−」
	「インドネシアにおける金融自由化政策の経験」
	「フィリピンの金融システムの改革と今後の課題」

	第2 部 課題別分析
	「金融をめぐる法制度のあり方」
	「日本とアジアの経験から見た開発金融機関」
	「企業会計」

	第3 部 他援助機関の援助動向
	第1 章 はじめに
	1 −1 調査の背景と目的
	1 −2 調査項目及び手順
	1 −3 金融セクターの定義
	1 −4 報告書のアウトライン

	第2 章 三機関の概要
	2 −1 三機関とJICA
	2 −2 世界銀行
	2 −3 アジア開発銀行
	2 −4 米国国際開発庁

	第3 章 金融セクター政策援助の歴史
	3 −1 第1 期：ツーステップ・ローンの時代
	3 −1 −1 世界銀行
	3 −1 −2 アジア開発銀行
	3 −1 −3 米国国際開発庁
	3 −1 −4 第2 期への移行

	3 −2 第2 期：金融セクター開発時代
	3 −2 −1 世界銀行
	3 −2 −2 アジア開発銀行
	3 −2 −3 米国国際開発庁

	3 −3 第3 期：金融危機時代

	第4 章 支援戦略
	4 −1 世界銀行の支援戦略
	4 −2 アジア危機の事例
	4 −3 アジア開発銀行の支援戦略
	4 −4 米国国際開発庁の支援戦略

	第5 章 支援体制
	5 −1 世界銀行の支援体制
	5 −2 アジア開発銀行の支援体制
	5 −3 米国国際開発庁の支援体制

	第6 章 事例分析
	6 −1 世界銀行の事例
	6 −1 −1 チリ向け金融政策支援
	6 −1 −2 インドネシア向け金融政策援助
	6 −1 −3 世銀による贈与ベース技術援助の資金源

	6 −2 アジア開発銀行の事例
	6 −2 −1 インドネシア向け金融政策援助

	6 −3 米国国際開発庁の支援
	6 −3 −1 USAID によるベンチャー・キャピタル支援
	6 −3 −2 USAID による「Financial Sector Development Project II （FSDP‐ II ）」

	6 −4 世界銀行による技術援助・政策助言サービス
	6 −4 −1 概要
	6 −4 −2 タイ向け国内ボンドマーケット（債券市場）開発のための技術援助プロジェクト

	6 −5 アジア開発銀行による技術援助プロジェクト

	第7 章 総括・展望

	添 付 資 料

