
INSTITUTE FOR FOOD AND DEVELOPMENT POLICY 50¢ 

BACKGROUNDER 

by Walden Bello 

After seeing Steven Spielberg's 
syrupy rribure ro Yankee parrio­
rism, Saving Private Ryan, I rold 

myself that surely I could manage some­
thing better on the Asian financial crisis. 
Anyway, here's the screenplay for a 
movie tentatively t ided Asian Financial 
Crisis-Heroes, Villains, and Accomplices. 

First of all, there are no heroes. T he 
Japanese could have played the role of 
knight in shining armor nearly a year 
ago, when they had rhe chance to reverse 
rhe descent in to depression via rhe 
proposed Asian Monetary Fund (AMF) 
-a mechanism capitalized to the tune 
of $ 100 billion that was designed to 
defend the region's currencies from spec­
ulative attacks. In typical fashion, rhey 
shelved their proposal when Washi ngton 
opposed ir. Though the AMF is now 

resurrected as rhe Miyazawa Plan that 
would give the troubled Asian economies 
$30 billion in financial aid, ir is too lit tle 
and too late. 

VILLAIN OF THE PIECE: 
CRONY CAPITALISTS OR 
FOREIGN SPECULATIVE 
INVESTORS? 
On rhe other hand, there are a number 
of ca ndidates for the role of principal 

villain. Taking the cue from the Western 
press, one might begin with the practices 
and insri rurions that are usually present­
ed to the public as the vi llains of the 
p iece-as ide from Prime M inister 
Mohamad Mahathir of Malaysia, who 
has become the U.S. media's favorite 
whipping boy-ar the same time, ir 
must be noted that they are in the 

process of elevating Philippine actor­
President Joseph Estrada to the status of 
Asia's new hero. 

One might begin by quoting the 
person that has come to be the chief 
screenwriter of one version of the crisis, 
U.S. Treasury Secretary Robert Rubin. 
In assigning rhe blame for the financial 
crisis, Mr. Rubin assigned pride of place 
to lack of information on the part of 
investors. In a speech he gave at the 
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Over 8,000 women labor at this sneaker factory just outside of )arkarta for less than S 1.50 a day. 

Brookings Institution in April 1998, 
Rubin said: 

There are obstacles to getting 
good information about eco­

nomic and financial matters. 

One is the temptation in rhe 
private sector and in government 

to avoid disclosing problems. 

Bur sooner or later, as we have 
seen in Asia, rhe problems wi ll 

m ake t h em se lves known. In 

many cases, lack of data meant 

that no one had a true under­

standing of this build-up o r of 

these economies vulnerabilities.1 

This lack of transparency on the 
parr of fin ancial institutions wenr 

hand-in-hand with distorted incen­

t ives, lack of supervision, and the 

absence of so-called prudential 
regulation. All rhis is parr of a witches' 
brew of unsound and corrupt practices 
known as "crony capitalism," which 

Larry Summers, the famous economist 

who is Rubin's Undersecretary, says is 
"at the heart of rhe crisis. "2 Interestingly, 

it might be pointed our, Summers and 
others picked up a term-crony capi­
tal ism- that we Fi lipinos coined dur­

ing rhe Marcos period. 

rony capitalism 

has m recent 

months become 

........ _~ so elastic m Its 

connotations-which range 

from corrupnon to any 

kind of government activism 

in economic policymak­

ing-as to become useless 

as an explanatory construct. 

One might also briefly note here 

that this is a massive reversal of rhe 
view that held sway at the World Bank 

when Summers, who now plays an 

overweight, over-the-hill Sundance Kid 
to Rubin's Burch Cassidy on CNN, was 
that institution's chief economist in the 

late eighties and early nineties. For 

those too young to remember what the 
orthodoxy was rhen, one might cite the 
Bank's famous East Asian Miracle pub­

lished in 1993: 
In each HPAE [high performing 
Asian economy], a technocratic 

el ite insulated ro a degree from 

excessive political pressure super-
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vised macroeconomic manage­

ment. The insulation mechanisms 

ranged from legislatio n, such 
as balanced budget laws in 

Indonesia, Singapore, and Thailand, 

to custom and practice in Japan 

and Korea. All protected essen­

tially conservative macroeco­

nomic policies by limiting the 

scope for politicians and interest 

groups ro derail those policies.3 

Economic policy-making by Asian 

technocrats was largely insulated from 

political and business pressures, and th is 

was a large part of the explanation for 

the so-called Asian miracle. Every mor­

ral is, of course, entitled to an abour 
face. But the problem with the latest 

intellectual fash ion from the Summers' 
salon is that the practices of "crony 

capitalism" were very much part of eco­
nomic life in the three decades that East 

Asian countries led the world in tl1e rate 

of growth of GNP. If crony capitalism 

was the chief cause of tl1e Asian collapse, 

why did it not bring it about much, 
much sooner? How could economies 

dominated by these practices of rent­

seeking char supposedly suffocate the 

dynamism of the marker- including 

Japan and South Korea-even rake off 
in the first place? 

C rony capitalism has in recent 

months become so elastic in irs connota­

tions-which range from corruption to 
any kind of governmen t activism in 

economic policyma.king-as to become 

useless as an explanatory construct. It is one 

thing to say d1at corruption has pervaded 

relations between govern ment and busi­
ness in East Asia. It has, as it has in Italy 
or in the United States, where it is legal­

ized d1rough such mechanisms as 'politi­
cal action committees' (PACs) char make 

politicians' electoral fortunes dependent 
on favorable treatment of corporate 
interests. It is quite another thing to say 

that corruption and its companions, lack 

of regulation and lack of transparency, 
constitute the principal reason for the 
downfall of rhe East Asian economies. 
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