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n one of  t he few recent  books on
Indonesia, A Nat ion in Wait ing, au-
t hor Adam Schwarz writ es: “ Wit h
over 180 million inhabit ant s, In-
donesia’s populat ion t rails only
China, India, and t he Unit ed St at es.
And yet  . . . Indonesia is all but  in-
visible t o most  of  t he West  and only
scarcely bet t er underst ood in Asia.”

This year, t hat  ot herwise low
profi le rose dramat i-
cally  as st ories
about  t he economic
crisis in Indonesia
became a fixt ure in
t he int ernat ional
press. In early
March, when I t rav-
eled t o Jakart a as
President  Clint on’s
special envoy t o
President  Suhart o, I
had t he opport unit y
bot h t o wit ness and
t o part icipat e in t he
world’s new-found
int erest  in Indone-
sia.

Everyone is now
well aware of  t he
economic t roubles
in Indonesia and
t hroughout  much of

Asia, a region heret ofore known for
it s awesome economic growt h.

Beginning last  summer, t urmoil in
t he Asian financial market s pushed
t hat  region int o it s most  serious cr i-
sis in decades. Wit h st unning and
unexpect ed speed, t he crisis drove
many economies, especially Thai-
land, Sout h Korea, and Indonesia,

f rom robust  growt h t o recession—
at  a t ime when Japan’s economy
had been in t he doldrums for most
of  t he 1990s.

The crisis in Asia was t riggered by
vulnerabilit ies in t he economic and
polit ical syst ems of  t hese
count ries—including chronic overca-
pacit y  in product ion, expensive but
unneeded inf rast ruct ure project s,
rampant  corrupt ion, massive corpo-
rat e and bank debt , and
overdependence on foreign capit al.
The problems proved much worse
t han anyone ant icipat ed and, when
exposed, caused a rapid erosion of
confidence in t he Asian economies.

We suf fered t he rude discovery
t hat  t he financial syst ems which
had fueled t he early dramat ic eco-
nomic growt h of  t hese nat ions
proved inadequate when it  came t o
managing t he much more complex
and sophist icated economies t hat
had developed.

The rest , as t hey say, is hist ory .
What  happens next  in Asia is a

mat t er of  great  concern. My years
as U.S. ambassador in Japan con-
vinced me of  t he cent ralit y of  Asia
t o t he f ut ure int erest s of  t he Unit ed
St at es and t he world. Asia const i-
t ut es an ever larger share of  t he
global economy, and it  has been a
rapidly growing market  for American
export s. Despit e t his current  set -
back, Asia is st ill our fut ure.

The main act ors in Asia’s eco-
nomic recovery must  be t he Asian
nat ions t hemselves, especially
Japan (wit h an economy t wice t hat
of  t he rest  of  Asia combined). But ,
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as t he largest  economy in t he world
and one t hat  it self  belongs t o t he
Asia-Pacific region, t he Unit ed
St at es must  do it s part  t o ensure
t hat  t his drama will not  have a
t ragic ending.

I am old enough t o have lived
t hrough t hree major wars f ought  by
Americans in Asia. If  t he region’s
economic problems persist , t hey
could feed int o social unrest , polit i-
cal inst abilit y, economic rivalries,
and t errit orial disput es. All would
exacerbat e t he pot ent ial in t he re-
gion for serious conf ront at ion, even
armed confl ict , t hat  would inevit ably
af fect  American int erest s.

We also have a moral obligat ion t o
see t hat  t he people of  Asia are not
lef t  t o t he mercy of  economic t rou-
bles not  ent irely of  t heir own
making. Af t er all, many in t he
West—government s, invest ors, t he
media—helped fost er t he environ-
ment  for Asia’s sharp reversal of
fort unes. Eager t o proclaim Asia an
economic miracle, we all t oo gladly
overlooked t he region’s vulnerabili-
t ies and helped overheat  it s
invest ment  climat e. Now, as many in
t he West  are quick t o declare Asia
an economic disast er area, we run
t he risk of  unwisely desert ing t hese
count ries, many of  whose economic
fundament als remain solid.

In response t o t he crisis, t he Int er-
nat ional Monetary Fund and t he
major economies of  t he world have
urged t he t roubled Asian economies
t o t ake st eps t o rest ore st abilit y
and est ablish t he foundat ion f or
sustained economic recovery.

Full recovery in Asia will require
vigorous American leadership, espe-
cially in mult ilat eral inst it ut ions such
as t he IMF. The IMF’s financial assis-
t ance has provided much-needed
breat hing room for Asia’s
economies and has been essent ial
leverage in persuading t hese coun-
t ries t o accept  major domest ic
reforms. The reforms, if  fully imple-

ment ed, of fer Asian economies t heir
best  chance t o resume impressive
growt h on a sust ainable basis.

But  America’s hesit ant , miserly
post ure in meet ing our commit -
ment s t o t he IMF t hreat ens t o put
t he vulnerable Asian economies at
furt her risk. It  also undercut s Amer-
ica’s indispensable leadership role
t hroughout  t he world. Expert s can
argue about  det ails, but  t o t he ex-
t ent  t hat  t he IMF needs t o improve
it s procedures and programs, t he
Unit ed Stat es is bet t er served if  we
keep our credibilit y and voice wit hin
t he inst it ut ion by making good on
our commit ment s t o it .

It  does neit her Asia nor t he Unit ed
St ates any good for us t o wit hhold
support  for t he IMF in t he midst  of  a
crisis. As Treasury  Deput y  Secret ary
Larry Summers recent ly not ed, it
makes as much sense as canceling a
life insurance policy af t er being di-
agnosed wit h a serious illness.

In addit ion t o U.S. leadership, full
recovery in Asia will require a grow-
ing and more open Japanese
economy. Just  as t he open, growing
U.S. market  proved crucial t o Mex-
ico’s recovery several years ago,
Japan must  provide t he same lead-
ership for Asia. 

The basic challenge posed by t he
economic t urmoil in Asia remains:
will t hese nat ions move ahead wit h
market -orient ed reforms and accept
t he discipline t hat  comes f rom int er-
nat ional compet it ion and int egrat ion
wit h t he global economy? Or will
t hey simply t inker around t he edges
of  t he problem, leaving in place t he
“ crony capit alism”  t hat  led t o t heir
t roubles? This is not  a minor ques-
t ion. Real reform will mean not  only
making big economic changes, but
also depart ing f rom deeply en-
t renched polit ical and cult ural
pract ices.

Blessed are t he uses of  adversit y,
Shakespeare once wrot e. If  Asia’s
financial cr isis does lead t o funda-
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ment al reform, it  may well prove a blessing in
disguise. Reform would not  only rest ore st abilit y
and ensure recovery f rom t he crisis, but  also put
t hese nat ions on t he pat h t o sust ainable eco-
nomic healt h. In t urn, t his would promot e a more
open syst em of  global t rade and finance t hat
would be a boon for t he Unit ed St at es and t he
rest  of  t he world as well. ■
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