
















































































































































































































































































































































KNOW THE COUNTRY, CHANGE THE COUNTRY 

do so, there should be continuous upgradation of their technical and 
organisational skills. 

• Ultimately, all resources of an area are created by the people of that 
area. Therefore, they themselves should have the control over them. 
Resources needed for the activities at each level should be mobilised, 
as possible, from within that level. 

• Each level should have the freedom for independent use of the resources 
transferred to them from higher levels. 

• Care must be taken to make sure that once local bodies get this freedom, 
they should not forget their obligations to the society. Only at the time 
of elections, held at five years' interval, do people get an opportunity 
to exercise their controlling power over the Panchayat Raj institutions. 
This situation should change. There must be some arrangement by 
which people have a constant control over the system. 

• There should be transparency at all levels of local level planning. Every 
citizen of the local area should have the right to examine all the accounts 
and records of the local level institution, i.e. Panchayat/ Block/District 
councils of his/her area. In fact, there are only very few matters which 
need be kept secret, particularly at the Panchayat level. 

Bringing up such a self-strengthening and expanding people's power 
system is also an objective of the Movement for People's Planning. 

Master plan 
The new Panchayati Raj Act envisages that preparation of a master plan 

for all-round and long-term development of the Panchayat is an important 
duty of the Panchayat council. The drawing up of the annual plans should 
be in accordance with such a master plan. As part of an exercise to draw up 
master plans for every Panchayat of the state, an action plan for preparing 
the resource maps of the Panchayats with people's participation is already 
on. A practical demonstration campaign on resource mapping organised 
recently in Kallyasseri Panchayat of Kannur district attracted wide public 
attention. 

Comprehensive development plans at Panchayat level are formulated, 
mainly in four stages: 

Stage l. A resource map of the Panchayat is prepared in the first stage. In 
this activity, infonnation on land and water resources available in each 
revenue plot of the Panchayat, their utilisation pattern and the assets created 
so far is collected, and codified using a village survey map which marks 
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every revenue plot of the village. These information are collected directly 
by the volunteers of the People's Plan Campaign and scientists. Eight types 
of maps are prepared using the informations collected. According to present 
indications, this activity may take around eight months to complete. 

Stage 2. Studies on the history and socio-economic conditions of the 
Panchayat, visiting institutions, local specific problems, nature and 
characteristics of the people, their needs and aspirations, etc. are carried 
out in this stage. Many of these informations would be available only through 
a socio-economic survey of all the households of the Panchayat. This may 
take another six months or so. 

Stage 3. The third stage is preparation of the draft outline of the 
development plan of the Panchayat by integrating the findings of the 
resources study and the socio-economic survey done in the previous stages. 
The draft Plan should be widely discussed in the Panchayat. The programmes 
suggested in the draft plan would be of two broad categories; those with 
freely justifying information base, which can be implemented straight-away 
and those side by side with further studies on the second category schemes 
will also be due in the third stage. This process may take one year. 

Stage 4. Based on the results of further studies mentioned above, the 
development plan of the Panchayat is given the final shape in the fourth 
stage. Sustainable economic growth of local level and people's participation 
are the two buzzwords of this People's Planning Programme. Public 
awareness about the need for development and the sense of participation 
created in this process of People's Planning will be two basic stimulating 
factors in the implementation of the programme. 

Although preparations of Panchayat-level master plans in a scientific and 
comprehensive way as was discussed above is ideal and most desirable, it is 
impractical to do within the time limit available for the formulation of the 
Ninth Plan. Waiting for the master plans to be ready means that for the 
decentralisation of planning, we have to wait till the lOth Plan. So, we have 
to find out a practical way not to delay further the process of decentralisation 
of power to the people. The People's Planning Programme proposed for the 
9th Plan is a practical way out. 

Movement For Peoples' Planning: The Programmes 

A new era has started in the planning process of our state, planning from 
below with people's participation. Our preparation for the Ninth Five-Year 
Plan was based on this approach. 
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The State Planning Board is of the view that 30-40 percent of the Ninth 
Plan outlay should be set apart for local-level planning. Not a small amount, 
it would come to around RsS,OOO crore (l crore = 10 million; approximately 
US$1.2 bilion). This is an onerous responsibility that the local self
government institutions have taken up. We are up to do things which we 
are not used to. We have to accomplish this task by bringing people up in 
line to think and do things unconventionally. It is with this aim in view that 
the Government of Kerala have given shape to Movement for People's 
Planning. Salient features of the Movement are briefly discussed below. 

Campaign for People's Planning: Objectives 
• We have already indicated that 30-40 percent of the Ninth Plan will be 

decided by the local self-government institutions at various levels 
within the limits of their assigned responsibilities. At the same time 
suggestions from below should be considered in the formulation of 
schemes executed by the different government departments also. 
Priority of the schemes should be decided after ascertaining the views 
of local people through public discussion under the auspices of the 
local Panchayat!Municipal councils. The Ninth Plan of Kerala will be 
the first-ever Plan of the state implemented with public participation 
at all levels. 

• As important as the Plan is its method of formulation. By inviting active 
participation of people at all stages of planning- from conception to 
implementation- we should be able to generate a sense of participation 
and a new outlook on development among the people. The present 
disappointment, scepticism and a resigned 'nothing will work' attitude, 
so widespread among the people, must be removed to inculcate, instead, 
expectations, optimism and a sense of direction in their minds. Only 
then will we be able to mobilise all the available resources including 
human resources, hitherto untapped, for a successful implementation 
of local-level planning. 

• These activities will also be instrumental in strengthening the Panchayat 
and Municipal councils as local self-government institutions. There 
are many limitative factors- financial, administrative and legal- which 
obstruct the effective functioning of these institutions. Past experiences 
show that removal of these impediments and strengthening of the local 
self-government system will be impossible unless we mobilise public 
opinion and organise a people's movement for decentralisation of 
powers and consequential changes in the administrative system. 

• The Movement for People's Planning will also facilitate a more effective 
implementation of the schemes already handed over to the Panchayats 
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and Municipalities. There should be a qualitative change in the 
utilisation of the untied fund allocated for the current year. The 
conventional activities, at present carried out using this fund should 
change. Utilisation of Plan funds can be made many times more efficient 
by mobilising local resources and voluntary services. 

The action programme 
First stage of the campaign for people's planning was the convening of 

Gram Sabhas (village assemblies) in Panchayats and ward conventions in 
Municipal towns. The main purpose of these meetings was to assess the 
problems of development faced by the respective localities and draw up 
suggestions on possible solutions. The Grama Sabhas fulfilled this objective 
through group discussions, the membership of groups varying from four to 
12 depending on the characteristics of the village and the level of public 
participation. 

One peculiarity about these Gram Sabhas is that it is not the common 
assemblage, but specially convened for local-level planning. So these 
assemblies did not have to follow the usual proceedings like discussion on 
reports, presentation of accounts, etc. 

Second stage is Panchayat-level development seminars. The main agenda 
of this one seminar is to discuss the development report of the Panchayat 
prepared by an expert group of the Panchayat based on the suggestions 
made in the Gram Sabhas and information collected from different 
government departments and agencies. The seminar gives an opportunity 
for an in-depth discussion on the problems and solutions suggested. 
Representatives elected from each group of the Gram Sabha, members of 
the Panchayat council, officials and experts attend these seminars. Detailed 
discussions in the seminars would be held group-wise in 12 subject groups, 
each dealing with one sector. The seminar will also nominate working groups 
to prepare schemes out of the suggestions prioritised by these groups. 

Each working group will thoroughly review the ongoing development 
activities in its respective field. Development needs of the Panchayat in the 
assigned field are analysed in the light of the review and shaped into schemes. 
These schemes are thoroughly appraised. 

The working group also estimates what shares of the cost of each scheme 
can be met by voluntary services and by mobilising local resources. The 
group also suggests which of the following agencies should take up the 
implementation of the scheme. 

• Local self-governments at different levels - Village Panchayat, Block 
Panchayat, Municipal Council, Corporation Council and District 
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Panchayat 
• State Govern1nent 
• Co-operative Institutions 
• Private Individuals/ Agencies 

In the next stage, the Village Panchayat appoints an expert Committee to 
prepare a Development Plan for the Panchayat by integrating the schemes 
suggested by the working groups. The expert committee draws up the 
Panchayat Development Plan taking into account the share of the Panchayat 
in the Ninth Plan allocation of funds and in accordance with the guidelines 
issued by the State Planning Board. Then, it would be possible to include 
some of these schemes selected in the order of priority and within the limit 
of the availability of funds in the Ninth Five-Year Plan of the State. In the 
case of schemes which would not be included in the State Plan, the Panchayat 
councils will be given all possible encouragements and facilities to implement 
them by themselves. Some such schemes can be executed by mobilising 
voluntary services or by raising the required resources locally, some by 
cooperative institutions and some by private enterprises. The Five-Year Plan 
of the Panchayat will comprise all these schemes. 

The development plans prepared by all the Panchayats of a Block and the 
Block-level plan prepared by the Block Panchayat itself are integrated and 
presented for discussion before the Block-level Development Seminar 
organised by the Block Panchayat. Similarly, the Block-level and 
Municipality-level development plans are integrated at the district level. 
The District Planning Committee guided by the State Planning Board, 
appoints district-level working groups and, based on their recommendations, 
gives shape to the district development plan. 

The Planning Board has appointed working groups to prepare the State 
Plan. Offices of different government departments are also included in these 
groups so that their practical suggestions also get due consideration. The 
Planning Board is finalising a programme to organise a State-level Congress 
in connection with the 40th anniversary of the State, to discuss the draft 
Ninth Five-Year Plan of the State. We look forward to the participation of 
the representatives of all sections of people of the State in this Congress 
which will be a successful finale of the People's Movement for the Ninth 
Plan. 

It is essential that all works relating to this People's Movement for Planning 
are completed within a short spell of time. It has to be done on a war
footing, systematic and time-bound. We have only our social commitments 
and collective strength with us to accomplish this task. 
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Training 
We had to train lot of people to accomplish the campaign successfully. 

Here also, we resorted to decentralisation because centralised training within 
the short available time was impracticable. A programme for training at 
three levels - State, District and Panchayat!Municipality - was prepared. 
Certain conditions were laid down for the selection of participants for these 
training programmes: they would be given no extra remunerations except 
traveling expenses and free boarding and lodging (and duty leave if they 
are government employees) for the duration of the training. At the State 
level, about 600 people- about 400 by the District Panchayat and the rest 
by the State Planning Board- were selected for being trained as chief trainers. 
The criteria for selection were: 

• They should be interested in public activities and ready to impart 
training at District level. 

• They should have a minimum educational standard to do the work 
effectively. 

• At least one-third of them should be women. 
• Elected representatives of them were given special consideration. 

After the state-level training, a three-day training programme was 
organised in all the districts for the District-level trainers. These programmes 
were handled by the chief trainers. Training programme at Panchayat/ 
Municipal towns level was organised next. This was in the form of one-day 
workshops. Such workshops were conducted well before the meetings of 
Gram Sabhas and ward conventions. Besides training, these workshops also 
served the purpose of discussing and planning the future course of activities. 
Once the meetings of village assemblies/ward conventions were over, the 
second stage of training for state-level trainers was organised to train them 
in the preparation of Panchayat!Municipal-level development reports. For 
mass publicity of the people's plan movement video cassettes on different 
aspects of development, were prepared by the government-owned C-DIT, 
and attractive posters and visual publicity materials by the State Public 
Relations Department. 

Creation of awareness 
We know how important a role was played by publicity and the awareness 

programme for the success of the Complete Literacy Campaign. Such a 
massive public awareness programme was essential for the success of the 
peoples' plan movement. Important public figures, social and cultural leaders 
must be invited to and involved in the planning activities at all levels of 
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functions. Maximum possibile coverage should also be sought from the 
print and visual media. 

Organisations 
The State Planning Board is shouldering the organisational responsibility 

of the massive programme with the cooperation of the Department of Local 
Self-Government. A committee has been constituted under the 
Chairmanship of the Minister for Local Self-Government for coordinating 
the activities of different departments. 

It is the responsibility of the State Planning Board to give necessary 
guidelines for decentralised planning. A special cell of experts drafted from 
different departments entrusted with the tasks of supervision, coordination 
and training is functioning in the Planning Board. Execution of all other 
programmes, including planning will be under the control of the Panchayati 
Raj institutions at different levels. Role of the people trained at various 
levels is only to assist these institutions in fulfilling their task. Officers of 
various government departments will also extend their assistance to these 
institutions. 

District Planning Committee is responsible for coordinating the planning 
activity in the district. The District Planning Office is given necessary support 
services. The chief trainers assigned to the district function as a team under 
a convenor, in close liaison with the District Planning Office. Similar trainer's 
teams have been constituted at Block!Panchayat!Municipality levels. 

A high power Guidance Committee for the Campaign for People's 
Planning was constituted with EK Nayanar, Kerala Chief Minister as Patron 
and EMS Namboodhiripad as Chairman. Former Chief Ministers K 
Karunakaran, PK Vasudevan Nair and VR Krishna Iyer and Dr KN Ray 
were Vice-Chairmen of the council. Apart from political leaders, cultural 
leaders, educationists, scientists, and technocrats are also members of the 
high-power Committee. It can reasonably be expected that the Peoples' 
Plan Movement under the guidance of such a high-level committee will 
play a critical role in the future economic growth of Kerala. 

A New Political Culture Of Development 

Action programme for the Campaign for People's Planning was explained 
in the previous chapter. This action programme envisages a new style of 
functioning. Equally important as formulating schemes for the Five-Year 
Plan by mobilising public participation is making use of this opportunity to 
build up a new development culture in Kerala. 
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There is no intention to create a new cadre of bureaucracy either in the 
Planning Department or Planning Board for the implementation of 
decentralised planning. the entire process of planning from below will have 
to be carried out by the local self-government institutions at different levels, 
in accordance with the guidelines issued by the Planning Board. the 
Campaign for People's Planning is meant primarily to train, equip and make 
them capable of taking up this new and challenging task. 

When it was decided to delegate away to local self-government institutions 
at lower levels the authority to formulate schemes for the Ninth Five-Year 
Plan in areas assigned to them, a question was raised uniformly by many of 
the elected representatives of the people: What is the use of formulating 
schemes so long as the means of implementation -staff, finance and authority 
of law - are not provided to them? In order to study this problem and 
suggest measures to enable the Local Self-Governments, administratively 
and financially, Kerala appointed the Sen Committee. Waiting for the 
recommendations of the Sen Committee and government's decision on them 
for the introduction of decentralised planning meant that the Ninth Plan, 
as in previous years, would have to be centrally formulated in the Planning 
Board with the help of other government departments and decentralisation 
of planning would have to wait till the Tenth Plan. The Planning Board did 
not want this to happen and decided to initiate the process of decentralisation 
of planning immediately in the Ninth Plan itself whatever may be the 
constraints. Not only that, the mobilisation and lining up of tens of thousands 
of people for the Campaign for Peoples Planning can be converted into a 
mass movement for the implementation of the recommendations of the 
Sen Committee and make decentralisation of power a reality. 

Our past experiences give a clear indication of the critical importance of 
such a mass movement in bringing about fundamental changes in law. In 
the history of post-independent Kerala, the most important legislative 
measure was the land reforms. How fundamental and far-reaching were the 
changes this legislation had made in the economic, social and cultural life 
of the people of this State while in many other states, bulk of the surplus 
land escaped through the loopholes in the law! It did not happen in Kerala 
not because of any superior quality of the law, but because of a massive 
lineup of the peasantry and agriculture labourers for an effective 
implementation of the law. The same logic applies to the process of 
decentralisation of powers. Only a mass movement can effectively counter 
the vested interests and discard the past dead weights. The Movement for 
peoples' planning exactly aims at this. 

The new political culture of development which the planning process 
under the leadership of the new Panchayat Raj and Nagar Palika institutions 
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acquiring decentralised powers try lO give shape to has three basic elements: 

• Participation of the public in development activities rising above party 
politics. 

• Emphasis lO voluntary services and collective efforts by people in 
development activities. 

• A thorough restructuring of the bureaucratic system right from the 
root, keeping services to people as the prime goal. 

Peoples' participation 
The People's Planning Movement aims to mobilise about 50 lakh (5 

million) people to the action from at different levels. What is the basis for 
the optimism that such a massive pubic participation can be achieved? It is 
the organic character of our society. Almost all the sections of the people of 
Kerala are already well-organised in one form or other, in one organisation 
or other of the multiple public organisations functioning in the state. 
Participation of people can be ensured only through the participation of 
peoples' organisations. 

But the unfortunate truth is that the attitude of many of the existing 
organisations is not favourable to such an optimism. Their main activity at 
present is to fight for the rights of their members. This is justifiable in one 
sense. It is through such numerous fights for rights that these organisations 
grew and made social and economic gains. But in the peculiar situation 
prevailing today, these organisations can forge ahead only by engaging 
themselves in development activities also side by side with the fights for 
rights. This can be substantiated by a few examples. 

Take for example, the agriculture sector of Kerala. Small fanners and 
agriculture labourers are the two prominent groups in this sector. Around 
90 percent of the landowners are small holders. Uneconomic size of holdings, 
low productivity, high wages of agricultural labourers, etc. make farming 
an unattractive proposition. So a large segment of these small holders seek 
gainful employment outside the farm sector. In farm operations they have 
lO depend heavily on agriculture labourers. Farm wages are indexed to cost 
of living. When the cost of living index rises agricultural labourers naturally 
demand rise in wages. If farm productivity of income from farming do not 
show a proportionate increase, the interests if the farmers and farm labourers 
begin to clash. Agriculture gets diversified into less labour-intensive crops, 
side-cropping and many farm operations get abandoned. In snch a situation 
how can we bind the unity of these two prominent sections of our rural 
society? One way out is to improve the productivity of land. Such an 
improvement has become indispensable for the unity of our rural 
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organisations. Same is the case with the village and small-scale industries 
sector. Many of our traditional industries are now organised on cooperative 
basis. The living standard of the people dependent on this sector can be 
raised only by increasing the productivity and diversifying the products of 
traditional industries. 

We have already discussed in the earlier chapter, the deplorable conditions 
of service sectors like education and health which are often trumpeted as 
the glorious sectors ofKerala economy. Financial stringency does not permit 
the state government to invest more money in these sectors to expand and 
qualitatively improve these services. One solution suggested to this problem 
is privatisation of these sectors. But privatisation means gradual deprivation 
of quality education and medical aid services to the common people who 
cannot afford to pay for them. If we want to confine this spreading tendency 
for privatisation, we have no effective way but the expansion and quality 
upgradation of these services. 

It has been possible to improve the quality of life of the people of Kerala 
by regulating the direction of development by social controls and selected 
incentives without leaving it entirely to be decided by the market forces. 
But controls on the free play of market forces and the mass movements 
which facilitated such controls are now viewed by some people as stumbling 
blocks in the development of the state. Even the liberally thinking people 
who praise the role of people's organisations in the redistribution of wealth 
have now started thinking that the surcharge of organisational strength 
obstructs the economic growth. Such a conversion from negativism to 
creativism is a big challenge before the multiple unions of the people of 
Kerala. To meet this challenge, there should be a change in direction of the 
activities of unions. 

There is widespread anxiety that as most of the people's organisations in 
Kerala are divided on party lines, it may not be easy to unite and mobilise 
them for participative planning. Some people even refer to this system as 
the one overcharged with partisan politics, while admitting of organised 
mass movements, overlooking party affiliations, to fight for the rights of 
the people. A practice should gain root in the state by which people should 
unite and come forward overlooking party considerations to participate in 
development activities just like in case of the fights for the rights. The all
pervasive political competition should transform itself into a friendly one 
for serving the people and carrying out developmental activities. 

Voluntary services 
Many people still consider development schemes as doles thrown out 

from above. Main reason for this notion might be that these schemes are 
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formulated and execULed by the bureaucratic machinery alienated from the 
people. Nobody asks what we should get. This attitude should change. 
People should visualise development activities as a collective effort to 

improve their lives and living conditions. There is no dispute about the fact 
that development activities at the Panchayatlevel will have to depend heavily 
on the financial allocations given by the state Government. But not small a 
share of the resources can and should be raised locally. The most important 
resource that can be mobilised this way is manpower. One-fifth of the 
workforce of Kerala do not have any work in spite of their willingness to 
work. Majority of the people already employed are not fully employed. 
Their work-energy is being wasted now. Everything is decided through 
bargains in the market. IL is true that there are strong obstacles in harnessing 
human resources for productive purposes. Nevertheless, at least a segment 
of the unemployed workforce can be put to productive work by drafting 
them for voluntary services. A number of development activities in many 
Panchayats of the state have already been carried out through voluntary 
participation of people. The educated people of Kerala may not do manual 
work for wages, but may be willing to do it as voluntary service. 

Somebody may raise a doubt, quite reasonably, whether such a large
scale mobilisation of voluntary services will not affect the interest of wage
earning labourers? This is due to a narrow, short-sighted understanding of 
the situation. Voluntary services will be ULilised mainly to create socio
economic infrastructure facilities which, otherwise, would not have been 
created through wage-labour as they may not yield any tangible or immediate 
returns. Building up of these infrastructure facilities will create an 
atmosphere favourable to the growth of investment and productivity which, 
in turn, will generate more employment opportunities in the productive 
sectors. As in the case of the literacy movement, voluntary service is the 
soul of the People's Planning Movement. More than one lakh people, not 
remunerations, can be lined up for this new development literacy 
programme. This goal can be achieved if the civic sense and patriotic spirit 
of the people are awakened. Endeavour of the People's Planning Movement 
is to open up new vistas of social values in our everyday life. 

Not only manual labour bUL also money and things in kind can be collected 
from voluntary sources. Although the government is facing a severe financial 
crunch, there is no dearth of money with a substantial section of our rural 
population. Main source is the inflow of Gulf money. As we have observed 
in the first chapter, though Kerala is a backward state in terms of domestic 
production, the consumption level of the state has risen significantly in 
recent years. How many new buildings are coming up in each village! In 
spite of such lavish expenditure, how large an amount we have deposited 
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in banks! Part of this money can be collected as donations for the 
improvement of hospitals and schools and other social welfare activities. 
Do not the communal organisations establish schools and other institutions 
by collecting money from the members of their community? We have 
numerous examples of organisations like Parent Teachers' Associations in 
many places successfully mobilising resources for their activities. When 
roads, bridges and other pubic untilities are built, will it not be possible to 
collect at least part of that expenditure from the beneficiaries? 

Experts' participation 
One of the main weaknesses of the present development process is that it 

has not been able to absorb appropriately the latest technical and scientific 
knowledge. Our experience is that technologies and processes developed 
by our research labouratories and institutions remain confined within their 
four walls. A good number of our research scientists remain withdrawn in 
their ivory towers of academic pursuits. This situation should change. 
Through people participation, we should be able to utilise the traditional 
knowledge and wisdom and experience of our farmers and other working 
class for development purposes. This is very crucial. The planning from 
above was one completely negating the traditional wisdom of our rural folk 
and propagating instead, so-called modern scientific technology which was 
not suitable to our country. 

The traditional wisdom gained out of experience by the people should 
be integrated with the modern scientific knowledge. For this, the scientists 
and technologists should move from labs to farms and factories. They should 
mingle with people, educate them, learn from them and strive to bring in 
changes in the country's scientific and economic structure. It is a sad truth 
that such a demand was never raised seriously by the people earlier. But 
people's planning needs the services of these experts. Our universities and 
research institutions should create an atmosphere conducive to a positive 
response and creative cooperation by our experts to the needs of the people. 

Assessment of availability of experts need not be confined to those 
currently in active employment. In every Panchayat area, there are many 
retired engineers, technologists and professors. The average longevity of 
life of these categories of people might be around 80 although the all-Kerala 
average is 70 years. Fifty-five is the age for retirement from active service 
but not an age to retire from life. It is possible to bring many of them from 
retired home-life to an active social life of voluntary social services. The 
only caution is that they should be given the respect. Lack of necessary 
expertise is often pointed out as a severe limitation to local-level planning. 
This is not true of Kerala. 
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Participation of officials 
The people's planning programme does not envisage a development 

strategy entirely dependent on voluntary participation of people guided by 
experts, completely ignoring the existing government machinery. On the 
other hand, our intention is to remould the present bureaucratic culture. 
The bureaucracy has to play a key role in the successful implementation of 
the programme. 

So far we had in our country a bureaucratic system designed to suit a 
centralised administration. Bureaucracy has frequently been accused of delay, 
corruption, procedural entanglements, backward looking for precedence 
and procedure, alienation from people, etc. Departmentalism is the hallmark 
of the administration system. The hierarchy of each department extends 
from village to secretariat levels. At lower levels, they are not interlinked. 

Our attempt through the People's Planning Movement is to transform 
our bureaucracy from a departmentalised, mechanically functioning one to 
one which could render quality services to the development process of the 
country and as a participative, democratic system of administration. Mutual 
interaction of the officials and non-officials have to be taken to higher 
functional levels. Both have to make some amends in their approaches and 
styles of functioning. The literacy movement of Kerala is a good example of 
the beneficial effects of such an interaction. 

There is a fear among government officials that decentralisation of power 
will lead to an erosion in their power and authority. What really happens 
will be just the opposite. Many things that could not be done using official 
position could now be done with the active participation of the people and 
with the cooperation of the representatives of the people. Responsibilities 
of the lower-level functionaries of the government machinery are likely to 
increase manifold by decentralisation. At the same time there will be another 
change also, apart from the higher-level officials at the respective levels. 
This is inevitable in a decentralised democratic system. Both officials and 
non-officials should adjust themselves to the realities and, evolve, hand-in
hand, a new style of administration. 

In short, People's Planning Movement aims at evolving a new work style, 
bringing together at local level people's organisations, officials and experts 
under the leadership of people's representatives. It is expected that substantial 
voluntary work and donations can be mobilised locally through these 
collective efforts. By integrating the locally raised resources with the centrally 
allocated outlay, we should be able to evolve a development process aimed 
at sustainability of growth, increase the production and productivity of the 
productive sectors like agriculture and small-scale industries, upgrade of 
the quality of services of the service sectors like education, health, etc. and 
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improve the lot of women and weaker sections of society. This new 
development process should start in the Ninth Plan itself. 

Excerpted from a handbook compiled by the All India People's Science Network 
(AIPSN) on the preparation of Panchayat Development Reports by volunteer 
teams for the campaign 'Know the count1y, change the country' in 1997-98. 
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The 1997 Financial Crisis 
and Asian Progressives 
i:CY Joel Rocamora 

It's a classic financial mania. You live in a little world of greed and everybody 
around you is interested in spinning the story to make the greed sound 
like a good investment. 

International Herald Ii·ibune 
january 13, 1998 

Tear gas, rubber bullets and police sweeps, the object of incessant media 
coverage, are the outward signs of impending change- that the guardians 
of the social order have grown afraid. (Bacon,l999) 

WHAT DOES Eisuke Sakakibara and the 'Battle of Seattle' have in common? 
Sakakibara, Deputy Finance Minister of Japan at the height of the financial 
crisis in 1997 and 1998, was recently proposed by the Japanese and other 
East Asian and Southeast Asian governments to replace Michel Camdessus 
as IMF Managing Director. In Seattle, 50,000 anti-WTO activists successfully 
challenged the start of a new round of negotiations for further trade 
liberalisation. Neither of the two would have happened without the 1997 
financial crisis. 

Should we, as Asian progressives, care? We are surely celebrating Seattle. 
It is one of the precious few victories of the international progressive 
movement. Should we support Sakakibara to run the IMF? Our instincts, 
our gut feel, says call for the outright abolition of the IMF instead. Since 
most of us do not know Sakakibara from Chow Yun-fat, who is going to 

explain his importance? To rise to the challenge of the opportunities opened 
up by the 1997 financial crisis, we have to struggle to understand both 
Seattle and Sakakibara. We have to figure out how to bridge the gap in 
political action between the two. 
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The abject failure of the attempt to start a new round ofWTO negotiations 
at Seattle and the nomination of Sakakibara to head the IMF provide stark 
examples of the ideological disarray of international capitalism. At the 
beginning of the 21st century, there will be major efforts, massive debates 
to redefine the main thrusts of neoliberalism, to reclaim capitalism's 
ideological hegemony. Asian governments and their ideological avatars will 
be major players in what will be a competitive process between the main 
centres of international capitalism. 

Asian progressives cannot concede this arena to their governments and 
the groups who control them. This historic conjuncture provides an 
opportunity for Asian progressives to intervene at the centre. We have been 
occupying the ideological margins for too long, justifying our limited 
intellectual and political impact as solidarity with the politically deprived. 
We have to reclaim our governments for our people. Doing this is most 
importantly an act of political and ideological imagination. 

Post-Cold War Crisis 

In December 1999, a scant two-and-a-half years after the start of the financial 
crisis, the most badly-hit economies with the exception of Indonesia are 
again growing at close to pre-crisis pace. Give it another year or so and the 
dominant 'crony capitalism' mantra for exorcising the financial crisis will 
again give way to 'Asian miracle economies' redux. The progressive 
movement, meanwhile, is still busy calculating statistics and writing funding 
proposals for dealing with the social impact of the crisis. With very few 
exceptions, we are unaware of movement in the tectonic plates of 
international capitalism. 

At the turn of the century, international capitalism is in the throes of 
massive change. The 1997-98 financial crisis exposed a fundamental 
weakness. Despite renewed efforts to hype the unexpectedly quick recovery 
of affected Asian economies, this crisis was the first major crisis of 
international capitalism in the post-Cold War period. It is a real crisis, one 
that has destroyed billions of dollars of created economic value and 
devastated over a hundred million lives. 

Far from being 'over', the crisis can still lead to global recession depending 
on whether American economic managers succeed in slowly letting the air 
out of the US' stock market bubble, and if the major economic powers can 
figure out a way to control volatile exchange rate movements, especially 
between the three major currencies, the dollar, euro and yen. More 
importantly, hesitant efforts to work out a new 'international financial 
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architecture' betrays an inability to understand the continuing dangers from 
highly volatile capital flows and the deep structural roots of the crisis. 

"This crisis," Walden Bello points out, "has its roots in over-capacity or 
under-consumption, which today marks global industries from automobile 
to energy to capital goods. Diminishing, if not vanishing returns in industry 
have led to capital being shifted from the real economy to squeezing 'value' 
out of already created value in the financial sector. The result is essentially 
a game of 'global arbitrage', where capital moves from one capital market to 
another, seeking to turn profits from the exploitation of the imperfections 
of globalised markets by taking advantage of interest-rate differentials, 
targeting gaps between nominal currency values, and short-selling in stocks, 
that is borrowing shares to artificially inflate share values then selling." 
(Bello,1999:4) 

Dubbed 'casino capitalism', these international financial flows have been 
the driving force of international capitalism in the last decade of the 20'" 
century More than growth in trade or FDI (foreign direct investments), it 
has determined the main thrusts of globalisation. During this period, "the 
volume of foreign exchange spot transactions had grown to more than 67 
times the total value of the international trade (including 'invisibles' or 
services)". By 1997, more than US$1.25 trillion sloshed around in foreign 
exchange markets every 24 hours. Qomo, KS,l998: lO) "Not surprisingly, 
volatility, being central to global finance, has become as well the driving 
force of the global capitalist system as a whole." (Bello,l999:4) 

With this much money floating around at this frenetic pace, decisions by 
managers of billions of dollars of these funds tend to be determined by herd 
mentality. Decisions by these, often very young, fund managers will 
determine whether they will earn six or seven digit annual incomes. For 
the people in the countries they place these funds in, and pull them out of, 
the same decisions will determine, not income, but life and death for tens 
of millions of people. In Indonesia, the percentage of people living below 
the poverty line plunged to more than 50 percent from l2 percent in the 
space of a few months after the crisis hit at the end of 1997. 

The factors pushing this phase in the development of international 
capitalism are structural. Financial centres in Europe, the US, Japan, and 
their networks in the rest of the world all benefn from this frenetic activity. 
Because of its role as the world's largest economy, and because most 
international financial flows are denominated in US dollars, the US plays a 
central role in pushing policies supportive of these developments and not 
incidentally, in enjoying its benefits. With less than 5 percent of the world's 
population, the US consumes a full quarter of the world's products and 
services. The resulting trade deficits are made possible only by sucking in 
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prodigious amounts of the world's capital into the US' stocks and bonds 
markets. 

In mid-December 1999, a widening US trade gap again raised fears of a 
precipitate slowdown of the economy. In the first nine months of 1999, the 
US current account deficit was running at an annual rate of $319 billion, 45 
percent higher than in 1998. "A widening trade gap is a potential problem 
for the economy. As money flows out of the United States to pay for imports, 
it must be replaced by investment from abroad. As long as the American 
financial markets perform well, there is likely to be foreign demand for US 
stocks and bonds. If those investment flows were to evaporate, however, 
American financial markets could tumble ... " (Martin,l999:13) 

Ideologues of American capitalism are working hard to hype the 
unprecedented eight years of steady growth of the US economy as the final 
solution to 'the economic problem'. (Glassman,1999: 6) In fact, managers 
of American macro economic policy including Federal Reserve Chairman 
Alan Greenspan are extremely nervous about the economy's dependence 
on the continuing growth of the already bloated US stock market. The 
financial crisis and low growth in japan and the European Union economies 
meant that there was ample capital for the American economy's prodigious 
appetites in the last few years. With the japanese, European and other Asian 
economies steadily recovering, their own appetites for the capital the US is 
using will increase. The US economy will decelerate. The only question is 
whether it will be a 'soft' or a 'hard' landing. 

Ideological Crisis 

Fast-paced, high-gloss 'casino capitalism' is powered not just by money, 
but in much the same way as the bright lights of Las Vegas, by the glitter of 
the catchword of the 90s, 'globalisation'. Endowed with all kinds of power 
and limitless possibilities by proponents and enemies alike, 'globalisation' 
is supposed to be turning the world into one seamless market, sweeping 
aside all obstacles with the power of an irresistible, inevitable historical 
force. Only those who are willing to be dumped into the junk heap of history, 
who want to be trampled by rampaging 'globalisation', will attempt to get 
in its way. 

In reality, globalisation does not just 'happen', it is pushed, often with 
severe economic and political sanctions. Second, it is the US and the 
international financial institutions it dominates, the IMF and the World 
Bank, who are most avid in pushing 'globalisation'. While other European 
and OECD countries support one or another element of the globalisation 

180 ASIAN EXCHANGE • VOL. 15, NOS. 1&2, 1999 



THE 1997 FINANCIAL CRISIS & ASIAN PROGRESSIVES 

conundrum, it is, most importantly, an Anglo-American political project. 
Third, that if it's the US and other countries of the North who are pushing, 
it is mainly countries in the South who are being pushed. 

Far from eroding the nation state, globalisation is the result of actions of 
particular nation states. "Globalisation... is often misunderstood as 
something imposed by micro-processes, such as the revolution in 
information technology. A number of sophisticated studies, however, have 
begun to attribute global economic change to the actions of state authorities 
as they have set about responding to domestic economic crisis precipitated 
in turn, by a series of external shocks, by US financial deregulation to support 
extraordinary levels of deficit financing, and ultimately by prolonged world 
recession. Once set in train, however, the process of internationalisation 
has acquired a certain momentum of its own- especially in finance. It is in 
this fourth era of adaptation that we see not only the expansion of capitalism 
on a world scale, but also the contest of different models of varieties of 
capitalism, as internationalisation proceeds and as the domestically more 
robust states seek to 'externalise' aspects of their own model." 
(Weiss,l998:11) 

The instruments in this global power game, of course, are firstly economic. 
As the largest importing nations of the world, the US and the European 
Union countries can leverage access to their markets to pry open markets 
in the developing countries. Regional economic formations such as the North 
American Free Trade Association (NAFTA) and the European Union, and 
the World Trade Organisation (WTO) magnify the reach and scope of trade 
as an instrument, but at the core of these organisational tools is the buying 
power and size of the domestic markets of the advanced capitalist countries. 

The second major instrument is capital, to finance trade, as Foreign 
Direct Investment (FDI) to increase industrial and agricultural production, 
and as loans from multilateral banks. Although there are a range of 
instruments for wielding control over capital l1ows, the most important is 
the IMF and its imprimatur, its 'good financial housekeeping seal of approval'. 
More recently, credit rating agencies such as Standard and Poors have been 
added to the instruments for enforcing macroeconomic orthodoxy. 

Regulatory mechanisms and institutions, the whole legal infrastructure 
of economic policy in target countries have been radically 'reformed'. 
Working with the World Bank and regional banks such as the Asian 
Development Bank, the IMF pushed more than 60 developing countries to 
implement structural adjustment reform throughout the 80s and stretching 
into the 90s. 

Much has been written about structural adjustment and its impact on 
developing country economies. Its most important components include trade 
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and investment liberalisation and macroeconomic stabilisation policies. The 
first removes nationalist restrictions on trade and investment. The second 
is geared towards cutting government expenditures to limit budget deficit 
induced inflation, and cutting demand in the economy as a whole through 
narrow limits on money in circulation. The main goal is the creation of a 
stable fiscal and monetary environment for foreign trade and investment 
and during the 1980s, to secure payment of foreign debt to commercial 
banks. 

In the 1990s, the opening up of capital accounts to allow unhindered 
entry and exit of funds into stock and foreign exchange markets was added 
to the already toxic structural adjustment policy mix. To attract foreign 
capital, exchange rates were pegged and steadily pushed to appreciate, and 
local interest rates kept high. While we cannot say that the IMF wanted 
weak financial sector regulatory mechanisms, in the heyday of 'emerging 
markets' rhetoric in the first half of the 90s, regulation was a poor cousin to 
liberalisation. Already weakened by structural adjustment reforms, 
economies in Asia entered a realm of financial system vulnerability which 
made them easy victims of the crisis in 1997. 

Another source of pressure to facilitate the acceleration of vVestern 
penetration of the economies of the South is the wide-ranging 'governance 
and democratisation' campaign. To facilitate this thrust, specific elements 
in the Western conception of liberal democracy have been pushed, most 
importantly, its anti-state bias and the equation of 'democracy' with 'market'. 
Trade and other forms of liberalisation have been packaged as 
'democratisation'. Since governments are corrupt and inefficient, the 
argument goes, democracy can be advanced only if many of the economic 
functions of government are 'priva tised'- turned over to the 'market'. 

"To day's renewed focus on the state's role has been inspired by the dramatic 
events in the global economy which have fundamentally changed the 
environment in which states operate. The global integration of economies 
and the spread of democracy have narrowed the scope for arbitrary and 
capricious behavior. Taxes, investment rules and economic policies must 
be ever responsive to the parameters of a globalised world economy. 
Technological change has opened new opportunities for unbundling services 
and allowing a larger role for markets. These changes have meant new and 
different roles for government- no longer a sole provider but as facilitator 
and regulator." (World Bank, 1997:1) 

The 'Washington Consensus' is the most radical ideological expression 
of neoliberalism. It is called the 'Washington Consensus' because the main 
source of ideas and real political and economic pressure is the US 
government, in particular the US Treasury Department, the Washington 
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Bretton 'Woods twins - the World Bank and the IMF - and Wall Street in 
New York City where the US' main stock market is. "The Washington 
Consensus held that good economic performance required liberalised trade, 
macroeconomic stability, and getting prices right. Once the government 
dealt with these issues - essentially once the government 'got out of the 
way' - private markets would allocate resources efficiently and generate 
robust growth." (Stiglitz, 1998b:l) 

Apart from the none too subtle pressure of economic and political 
sanctions, the full panoply of Western, especially ideological promotion 
has been mobilised in support of the 'Washington Consensus'. Graduate 
schools, especially schools of economics and politics promote these 
ideological propositions in the guise of objective scholarship. International 
print and broadcast media, long dominated by American companies, all 
promote the same ideas. The ideological triumphalism of the Washington 
Consensus reached its height in the years after the collapse of the Soviet 
Union and the socialist bloc in 1991. 

Although 'democracy' has always been part of the ideological arsenal of 
international capital, 'democratisation' discourse in the 1990s has been 
strongly inlluenced by post-Cold War conditions. The removal of socialism 
as an alternative has led to all manner of Western triumphalism, the grossest 
being Fukuyama's 'end of history' conceit. Western style liberal democracy, 
Fukuyama asserts, is the final goal of political evolution. History, therefore, 
has ended. 

Instead it is Fukuyama's fictional world that came crashing down with 
the Asian financial crisis. The pre-crisis volume of money in international 
capital markets will probably return in the not too distant future. What is 
lost is the sense of limitless power that accompanied the helter skelter growth 
of capital markets in the early 1990s. Despite attempts by the still 
considerable number of its promoters in securities companies and business 
magazines, it has become rather difficult to claim that the market is the 
most efficient allocator of capital. 

What is even more clear is that the ideological hegemony of globalisation 
in its Washington Consensus form is finished. The divergence of IMF and 
World Bank language on the Asian crisis is startling. Joseph Stiglitz, until 
recently the World Bank's chief economist, is one of the most articulate and 
sought after critics of IMF and US Treasury Department orthodoxy. Jeffrey 
Sachs, architect of Polish 'schock therapy', has criticised every single IMF 
initiative since the start of the crisis in July 1997. Other critics read like a 
list of the US' famous and inlluential: George Schultz, Henry Kissinger, 
Paul Krugman, George Soros, Martin Feldstein. 

The collapse of the Clinton administration attempt to jump start a new 
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round of trade liberalisation talks in Seattle is a perfect example of the 
ideological disarray in the ranks of the leading countries of international 
capitalism. This was not an occasion for deciding on new trade agreements, 
mind you, they only had to decide on an agenda for future talks. As 
impressive as the civil society mobilisation against the WTO was, the failure 
of the Seattle police and the Clinton administration's negotiating team to 
prepare a gameplan for the conference was startling. That Clinton decided 
to play to Western civil society groups by pushing the incorporation of 
labour standards into trade agreements is even more startling. 

What happened? Why, more apropos, 'how' did the neoliberal ideological 
juggernaut get stopped in its tracks? 

Financial Crisis and the Deconstruction of Neoliberalism 

The enemies of casino capitalism are legion. Seattle provides a microcosm 
of its victims and competitors. The US push for removing subsidies for 
agriculture was opposed by the two main competing capitalist centres, 
western Europe and]apan. Clinton's ill-fated attempt to link labour standards 
to the WTO was opposed by developing countries led by India. The civil 
society groups who closed the streets of Seattle included a bewildering array 
ofNGOs and social movement organisations with no unifying politics except 
feeling victimised by uncontrolled globalisation. 

What is striking about Seattle is the almost total failure of neoliberal 
ideology to provide a frame for a compromise. Disagreements arising out of 
competitive pressure among leading capitalist countries is not new. In the 
past, the more powerful countries, more often than not the US, have been 
able to provide the ideological packaging for a set of pragmatic compromises. 
In Seattle, no one could devise an ideological formula for a new round of 
trade liberalisation talks because many of the key ideological guideposts of 
neoliberalism have been eroded in the bitter debates over the 1997-98 
financial crisis. 

There is no debate about what happened. In Thailand, Indonesia, South 
Korea, Malaysia and to a lesser degree, the Philippines, banks were allowed 
to pile up unhedged dollar loans which made them vulnerable to sudden, 
large currency devaluations. These banks took advantage of often large 
interest rate differentials between foreign currency (more often than not, 
US dollar) interest rates and local currency interest rates. Banks did not 
hedge their dollar loans because they believed that their governments would 
maintain policies that kept exchange rates stable. 

The same policies tended to push banks towards lending to real estate 
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developers, stock market players and other speculative investors. Pumped 
up by increasing amounts of foreign funds, real estate and stock market 
'bubbles' developed. These 'bubbles' are highly susceptible to developmenLS 
that interrupt the steady increase in asset prices. In 1997, what let the air 
out was a real estate glut in Bangkok which made it difficult for developers 
to pay their loans, which then made it difficult for local banks to pay their 
foreign loans. This let the air out of a much larger 'bubble', the fast growing, 
loan financed Thai economy as foreign fund managers pulled their funds 
out en masse like a bunch of lemmings running to the sea. Lemmings in 
nearby countries, perhaps believing that 'all Asians bank alike' quickly 
followed. 

What started out as a banking crisis turned currency crisis quickly 
metastasised into generalised economic disaster. With massive devaluations, 
even well managed banks and corporations suddenly found themselves 
unable to pay their dollar loans. Over ambitious, adventurous banks now 
became ultra conservative in their lending. Panicky governments raised 
interest rates in a vain attempt to defend local currencies but put loans 
beyond the reach of many businesses. Many companies closed or retrenched 
heavily, suddenly putting millions of people out of work Weak demand 
then added to this already poisonous cocktail to push economies into deep 
recession. 

While the events of the crisis are indisputable, ascribing responsibility 
has been bitterly debated. Western media coverage has targeted the Asian 
NIC model of close government-business coordination, redefined as 'crony 
capitalism' as the source of the crisis. Following neoliberallogic, the 'source' 
of the crisis is the state. Because these propositions are, in fact, ideological 
propositions, they get asserted with varying degrees of connection with 
reality. In this case, the facts call for opposite conclusions. 

In contrast to the Third World debt crisis of the 1980s which was brought 
on by public sector debt, the Asian crisis of the 1990s is a crisis of the 
private sector. In the 1980s, principally in Latin America, national economies 
were plagued by balance-of-payments crisis, budget deficits, high inflation, 
much of this linked to government profligacy. This time around, Asian 
governments went into crisis with balanced, often surplus budgets, low 
inflation rates, high levels of national savings and investment. Governments 
maintained what economists call good 'fundamentals'. 

What failed here was the market not government. "Speaking in Helsinki 
on 7 january 1998, the World Bank's chief economist joseph Stiglitz [was 
quite explicit] in saying that "financial markets do not do a good job of 
selecting the most productive recipienLS of funds or of monitoring the use 
of funds and must be controlled." (Bullard,1998:41) George Soros, 
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understandably, is not a hardline critic of financial markets, but he says 
that " ... financial markets, far from tending towards equilibrium, are 
inherently unstable. A boom/bust sequence can easily spiral out of control, 
knocking over one economy after another." (Soros,1998:2) 

Identifying the locus of the Asian crisis is a crucial issue because it lies at 
the root of the debate on the IMF formula for dealing with the crisis. IMF 
critics say that the IMF formula is geared towards solving a 1980s type 
crisis of the public sector, not the market crisis of the 1990s. The components 
of the formula all call for actions in the public sphere: Central Banks raising 
interest rates to prevent speculation on the local currency, governments 
cutting subsidies and other expenditures to keep inflation low, legislatures 
passing yet more liberalisation and privatisation laws to entice foreign 
investors to come back. 

Despite the efforts of the IMF to make it appear as if its conditions for 
rescue packages are unquestionably the only possible steps that can be taken 
if countries in the region want to recover, many political questions have 
been raised. The many dimensions of 'who pays' for and in the wake of 
these rescue efforts are imminently political questions. High-flying bankers 
may be having difficulty making payments on their condominium loans 
and BMWs, but IMF austerity measures, tighter monetary and budget 
parameters and high interest rates, hit smaller businesses and poorer 
segments of the population a lot more. 

"Understanding these crises is important because their social costs are 
not insignificant. These types of crises have always tended to be resolved 
by using taxpayer resources and through higher unemployment and lower 
growth so that the costs have been borne mostly by those whose incomes 
are not based on asset holding ... these costs as a proportion of GOP have 
been as low as 8 percent and as high as half of GOP. In the case of Thailand, 
estimates of the extent of non-performing loans have been as high as US$40 
billion, which is equivalent to about 15 percent of Thai GDP." (Montes, 
1998:7) 

What to do with bank debt, that of borrowers from the region and their 
creditors, is also an intensely political issue. Economists refer to this as a 
'moral hazard' issue. The existence of a number of guarantees on bank 
transactions, national and international alike, lessens the risks from lending 
and contributes to debt crisis, both on public debt as in the 1980s or private 
debt in the current crisis. If bankers believe that governments will bail them 
out, they are not likely to exercise much care in their lending decisions. 

Filipinos are particularly sensitive to this issue because of the way foreign 
creditors took advantage of a financially strapped Aquino government in 
1986-87 and forced it to transform private debt, a lot of it incurred by Marcos 
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and his cronies, into public obligations. If banks, local bank borrowers and 
foreign lenders, get bailed out with public funds at a time when social service 
budgets are being squeezed, the political outcry is likely to be deafening. 

A potentially even more explosive political issue attendant to IMF 
conditions for bailout funds is the possibility of massive redistribution of 
corporate assets in favour of foreigners. Taking advantage of the extreme 
weakness of the region's economies and the vulnerability of regional 
governments, the IMF has played hardball and insisted on further opening 
up local economies in exchange for bailout funds. This is not just your 
usual liberalisation situation. Large chunks of the region's banking and 
corporate sectors are technically insolvent and, with further liberalisation, 
up for grabs. Potential western buyers have a double advantage, bargain 
basement prices and dollars bloated by depreciation of local currencies. 

In the past two years, developments have 'resolved' some of the most 
bitter debates. Where its initial bailout packages emphasised the standard 
vVashington Consensus formula of government budget cutbacks, the IMF 
has been acquiescing to higher budget deficits to reflate economies. Another 
vVashington Consensus basic principle, cutting government subsidies, has 
been set aside as foreign ODA donors scramble to finance government 
programmes to alleviate hunger and other gross manifestations of sudden 
descent into poverty. 

IMF representatives in Asia have even been quoted to say what in early 
1997 would have been heinous heresies, that under certain conditions 
temporary controls on capital flows may be necessary. In September 1998, 
IMF Asia Pacific Director Hubert Neiss said short-term capital controls were 
being adopted in Asia to make it difficult for banks to run up short term 
debts to foreigners, all apparently with the IMF's blessings. (Manila Times, 
15 September 1998) By 1999, a few IMF officials were even saying that 
Malaysian Prime Minister Mahathir Mohammad's reimposition of capital 
controls may not have been such a bad thing after all. 

The debates also offer possible advances in dealing with some theoretical 
issues related to state and market dynamics. On the one hand, the Asian 
crisis would seem to 'prove' the vulnerability of national economies and 
their governments to the destructive winds of globalisation. On the other, 
the failure of financial markets has reversed a strong pre-1997 trend towards 
liberalisation of financial flows. It brought on the current trend towards 
regulating financial flows and designing a new 'architecture' for international 
finance. The supposedly much weakened state has taken on major new 
powers and acquired massive banking and financial assets in its efforts to 
clean up the mess. 

There is another dimension to the issue of democracy and the Asian 
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crisis that is seldom mentioned in media reports, the role of the IMF. What 
there is a lot of is controversy over the economic wisdom of 'conditionalities' 
linked to IMF rescue packages. Where the politics of the IMF role is raised, 
it is often in a positive light. IMF pressure on Soeharto comes off as the IMF 
pushing for democracy in Indonesia. In fact, I would argue that the political 
impact of the IMF role is distinctly anti-democratic. 

Macroeconomic policy is one of the most important areas of policy in 
government because it affects everyone in the country. In a democracy, setting 
the framework of macroeconomic policy should be the subject of wide 
ranging discussion. In countries under the IMF thumb, this area of policy 
is closed off to the public. The IMF demands transparency of everyone 
except itself; accountability where it cannot be made accountable because 
it does not belong to the polities it intervenes in. 

Martin Feldstein, Professor of Economics at Harvard University and 
President of the National Bureau of Economic Research, and former advisor 
to US President Ronald Reagan, is very critical of the IMF. " ... the Fund 
should not use the opportunity of countries being 'down and out' to override 
national political processes or impose economic changes that 'however 
helpful they may be ... are the proper responsibility of the country 's own 
political system ... a nation's desperate need for short-term financial help 
does not give the IMF the moral right to substitute its technical judgements 
for the outcomes of the nation's political process. (Bullard, 1998:41) 

The Fund has also been attacked for its intellectual arrogance in applying 
the same solution, regardless of the problem and for applying bilateral 
agreements to solve a regional problem. According to joseph Stiglitz, the 
main problem is the belief that "political recommendations could be 
administered by economists using little more than simple accounting 
frameworks, leading to the situation where 'economists would fly into a 
country, look at and attempt to verify these data, and make macroeconomic 
recommendations for policy reforms, all in the space of a couple of weeks." 
(Bullard, 1998:4 2) 

Challenging American Hegemony 

While objective conditions would seem to resolve many of these issues, in 
practice they have not been resolved because these issues have been 
'ideologised'. Certain propositions, about inflation, government budgets, 
monetary parameters and other economic policy issues are stated not with 
the power of theory or empirical evidence, but the economic and political 
power of governments pushing other governments to adopt specific policies. 
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Used this way, these propositions do not allow nuance, much less the 
possibility of reversal, when confronted with contrary empirical data or 
superior theoretical propositions. 

Discourse on these issues, therefore, has to go beyond texts. We have to 
enter arenas that economists are loathe to enter, the arena of power and 
power agendas, of national interests and the clash of these interests. The 
failure to put in place regulatory mechanisms to control financial flows and 
prevent financial crisis can only be explained by American obstruction, by 
the fact that it is the US economy that benefits from the current situation. 
Working closely with the IMF, the Clinton administration is devising 
proposals that will limit the damage to liberalisation of financial flows 
achieved in the years before 1997. Underestimating the extent ofthe damage, 
the IMF has even devised proposals for advancing liberalisation through 
enforced transparency in financial transactions and acquiring the power to 
force capital accounts liberalisation on its members. 

Nervously looking to see how Uncle Sam reacts, Asian and European 
governments led by Japan and Germany began exploring ways of dealing 
with the crisis and with the regulation of international financial flows 
independent of American proposals in 1997 and 1998. japan, for example, 
proposed setting up an Asian Monetary Fund to provide governments in 
the region the money for fighting back speculative attacks on their 
currencies. The Japanese and key European governments also proposed a 
mechanism for limiting the volatility in the value of the US dollar, the 
Japanese yen, and the Euro. Both proposals were meekly withdrawn when 
the Americans objected. 

This situation is likely to change in the coming years. American 
dominance in shaping neoliberal discourse and more importantly, their 
policy components is a product of American economic dominance. The 
heydays of globalisation hype in the 1990s were also years of rapid growth 
of the US economy and great difficulty for its main rivals, Japan and Germany. 
Although its pace and dimensions is not certain, it is likely that the situation 
will be reversed in the coming years. What is certain is an American 
economic slowdown. The Japanese economy is now generally perceived to 
have passed its long recession and entered a new period of growth. 

Western Europe has been affected by the Asian crisis even less than the 
US, and looks set to enter a period of more rapid economic growth. The 
turmoil in international currency markets brought on by the Asian crisis 
will accelerate the Euro 's development as a competitor to the US dollar 
despite its rocky first year. The return to power of social democratic parties 
in all but two of the member countries of the European Union means the 
end of the Thatcherite, anti-welfare state ideological hegemony. The Germans 
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will accelerate the Euro 's development as a competitor to the US dollar 
despite its rocky first year. The return to power of social democratic parties 
in all but two of the member countries of the European Union means the 
end of the Thatcherite, anti-welfare state ideological hegemony. The Germans 
have begun to work with the French to lower interest rates, pay less 
attention to inflation and more to pump priming economies to deal with 
serious unemployment. 

Disagreements between Asians, especially the Japanese and the 
Europeans with the Americans on economic and political issues is not 
new. Its not just that European and East Asian capitalisms are different 
from American capitalism, their different locations in the international 
capitalist system generate different interests and ideological vantage 
points. The unquestioned hegemony of neoliberalism starting in the 1980s 
and especially after the collapse of the socialist bloc blunted competition 
between the three capitalist centres and assured American dominance. 
The ideological crisis of neoliberalism in the aftermath of the 1997-98 
financial crisis will intensify ideological contention. 

The debacle in Seattle is a good example of this intensifying ideological 
contention. The issue of American and European agricultural subsidies 
was 'resolved' sufficiently to allow the conclusion of the Uruguay Round 
of GATT negotiations which led to the creation of the WTO. This time 
the Japanese and Europeans not only defended agricultural subsidies 
despite American objections, they also pushed the debate into new 
territory by insisting that defending agriculture is necessary for the 
cultural integrity of their countries. Linking labour standards with the 
WTO generated a different divide pitting advanced capitalist countries 
against less developed countries. 

"The WTO talks broke down after wealthy nations refused to retreat 
from entrenched positions. The European Union insisted on talks on new 
global rules on investment,Japan wanted the US to negotiate on weakening 
its rules that block imports. But the US made the most demands and refused 
to back down on issues essential to its labour allies. The US wanted some 
procedure by which the WTO would look at labour issues- even a vague 
process- and also insisted that it wouldn't speed up cuts in textile quotas. 
Developing nations wouldn't go along with either requirement." 
(Cooper,1999) 

The success of the NGO and social movement offensive against the WTO 
in Seattle was facilitated by these deep disagreements among governments. 
Police mishandling helped. "Tear gas, rubber bullets and police sweeps, the 
object of incessant media coverage, are the outward signs of impending 
change - that the guardians of the social order have grown afraid." 
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on how to reform the IMF. Battered by criticism from both ends of the 
ideological spectrum, the IMF is in the throes of major change, creating 
conditions for disagreement in the process. At the meeting of G20 countries 
in Berlin in mid-December 1999, for example, German and Japanese 
representatives led opposition to an American proposal to limit the IMF to 
emergency lending. The resignation of French Managing Director Michel 
Camdessus is widely interpreted as a result of his identification with the 
old -style IMF. 

The nomination of Eisuke Sakakibara to Camdessus' position is another 
example of the sorry ideological state of the IMF. That the Japanese 
government, backed by other East and Southeast Asian governments, would 
nominate anyone at all is already proof of a new state of affairs. By tacit 
agreement, the head of the IMF is supposed to be European while that of 
the World Bank is an American or at least nominated by the Americans. 
Sakakibara does not have a chance to actually become IMF Managing 
Director. Given his political persona, selecting Sakakibara for nomination 
was giving a big political 'finger' to the US. 

Sakakibara is the closest thing to an Asian IMF bete noir. When he was 
Deputy Minister of Finance in 1997-98, at the height of the financial crisis, 
he was the highest ranking Japanese official who was openly critical of the 
IMF programme for dealing with the crisis. He was the architect of the 
Asian Monetary Fund proposal. Dubbed 'Mr Yen' by media, Sakakibara 
engineered the government intervention which depreciated the yen against 
the dollar, a big Washington Consensus 'No, No'. Japanese progressives, 
however, accuse him of being an old-style nationalist who would create a 
modern day 'Greater East Asia Co-Prosperity Sphere." (Landers, 1999) 

Seattle and Sakakibara 

"The Seattle events," a statement by representatives of Filipino NGOs and 
social movement groups point out, "are a confluence of two politically 
significant factors: the massive and popular street protests that denounced 
the WTO and the whole 'free trade' dogma; and the disunities and 
contradictions within the WTO itself that eventually led to the collapse of 
the trade talks. In both counts, i.e. both inside and outside the WTO 
convention hall, the US failed to bully its way through." 

This balanced statement by Philippine anti-WTO activists provides 
contrast to the more characteristic extravagance of NGO claims about its 
Seattle victory. Two major factors account for the maximum impact achieved 
by NGOs. "The nongovernmental organisations (NGOs) that descended 
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on Seattle were a model of everything the trade negotiators were not. They 
were well organised. They built unusual coalitions (environmentalists and 
labour groups, for instance, bridged old gulfs to jeer the WTO together). 
They had a clear agenda - to derail the talks. And they were masterly users 
of the media." (Economist,1999) 

Another factor is the NGO organisational technique for attacking targets 
such as the WTO which makes it very difficult for governments to suppress. 
"This phenomenon- amorphous groups ofNGOs, linked online, descending 
on a target- has been dubbed an 'NGO swarm' in a RAND study by David 
Ronfeldt and] ohn Arquilla. And such groups are awful for governments to 
deal with. An NGO swarm, say the RAND researchers, has no "central 
leadership or command structure; it is multi-headed, impossible to 
decapitate". And it can sting a victim to death." (Economist,1999) This 
organisational technique has been made possible by the internet which 
enables NGOs to organise international coalitions quickly and cheaply 
through e-mail. 

"The battle of Seattle is only the latest and most visible in a string of 
recent NGO victories. The watershed was the Earth Summit in Rio de janeiro 
in 1992, when the NGOs roused enough public pressure to push through 
agreements on controlling greenhouse gases. In 1994, protesters dominated 
the World Bank's anniversary meeting with a 'Fifty Years is Enough' 
campaign, and forced a rethink of the Bank's goals and methods. In 1998, 
an ad hoc coalition of consumer-rights activists and environmentalists helped 
to sink the Multilateral Agreement on Investment (MAl), a draft treaty to 
harmonise rules on foreign investment under the aegis of the OECD. In the 
past couple of years another global coalition of NGOs, jubilee 2000, has 
pushed successfully for a dramatic reduction in the debts of the poorest 
countries." (Economist, 1999) 

The lines of division in Seattle did not cut cleanly between governments 
inside the conference, and NGOs and social movement groups outside, on 
the streets. The Clinton administration proposal to link environmental and 
labour standards to WTO trade sanctions was supported by Northern labour 
and environmental groups and opposed by similar groups in the South. 
Apart from sharing southern government fears that environmental and 
labour standards would be used to limit their exports' competitive advantage, 
southern NGOs also believe that "Clinton's agenda on these issues is a 
hypocritical and a double-bladed weapon intended to give the WTO extra 
powers in micro-managing the economies of third world nations in addition 
to what the IMF and the World Bank have already been doing." (Philippine 
Statement,1999) 

It is important to bring out this distinction because 'civil society' political 
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culture prefers the shaping of issues in simple, universalistic terms. Civil 
society discourse tends to see 'globalisation' as an unmitigated evil that 
affects all countries, and all classes within countries the same way, excluding 
of course its promoters. This and other simplifications is greatly tempting 
at the grassroots level and for mass movement mobilisations. It facilitates 
'NGO swarms' such as the 'Battle of Seattle'. But simplification of issues 
actually feeds into the anti-state bias of neoliberalism by bypassing the 
nation-state. It underestimates the wide variety of state-civil society 
engagements in many countries of the South. 

This simplistic perspective will make it difficult to understand the 
significance of the Sakakibara nomination to the IMF and to get an accurate 
reading of the terrain within which civil society groups will struggle on 
international economic issues. Asian civil society groups do not know 
Sakakibara because they tend to see the Japanese government as a 'junior 
partner' of the US in the region. Such dismissive perspectives also apply to 
regional groups such as the ASEAN and extends to the governments of the 
region. There is enough 'truth' in this perspective to make it credible 
especially to grassroots groups who only do occasional international work 
But imposing it as the only 'politically correct' perspective severely distorts 
perception of the terrain for those groups who regularly operate in the 
international arena. 

This is a problem at any time, but especially now when the terrain is 
rapidly changing. In the midst of the 1997-98 financial crisis, it was difficult 
for governments in the region to cross the US because they were dependent 
on IMF bailout funds and on the American market for exports. With the 
economies badly affected by the financial crisis now back on their feet, and 
with Japan now recovering from its almost decade long recession, the 
economic power equation is going to change. This change will become 
even more pronounced once the American economy starts decelerating. 

This changing power equation is already having an impact on the way 
the region's governments look at their relations with the rest of the world. 
APEC (Asia Pacific Economic Cooperation), the American project for roping 
the region closer to itself, is going nowhere. ASEM (Asia Europe Meeting), 
a framework for Asia Europe economic and political cooperation, is moving 
slowly because of the European Union's preoccupation with its expansion, 
but is in place to balance American power in Asia. Most importantly, the 
East Asian Economic Caucus (EAEC), Mahathir Mohammad's vision for an 
East and Southeast Asian regional formation without the United States is 
slowly taking shape as the ASEAN Plus 3 grouping. Initiated by Mahathir 
in 1997, the meeting of ASEAN heads of state together with those of China, 
Japan and South Korea has now been institutionalised into an annual affair. 
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It was the ASEAN Plus 3 summit in Manila in November 1999 which 
supported the nomination of Sakakibara to head the IMF. The meeting also 
began discussions for a regional formation that would unite East and 
Southeast Asian economies. "The ASEAN Free Trade Area (AFTA) will 
gradually be expanded into an East Asia Free Trade Area. Movement toward 
such a goal can be seen in the recent agreements between japan and South 
Korea, and japan and Singapore to begin discussion of bilateral free trade 
agreements. Singapore has made a similar proposal to South Korea." 
(Koh,l999) 

Civil society groups in the region cannot ignore these pivotal changes. 
They will affect the economies of the region, their governments, and in the 
end, the constituencies of NGOs and social movement groups. Being aware 
of these changes, and factoring them into civil society assessments of the 
political and economic terrain is the first step. For East and Southeast Asian 
NGOs and social movement groups, the next step is deciding how important 
location is in their decisions on positioning on international issues. Siding 
with their governments on the issue of WTO and labour standards is a 
good example. Another issue that will be placed on the international civil 
society agenda soon is the admission of China to the WTO, a step promoted 
by the Clinton administration, but opposed by American labour groups. 
Developing Asian civil society positions on these issues is important because 
Northern NGOs have tended to dominate in the setting of the agenda for 
international civil society. 

The key question is how Asian progressives look at the geopolitical/ 
economic repositioning that is only now beginning. One perspective is that 
these developments are not important for progressives because all of these 
governments are dominated by capitalists anyway. Progressives should 
oppose all of their initiatives, whether it is APEC, ASEM or ASEAN. Another 
perspective is that diminishing American power in East and Southeast Asia, 
and the evolution of countervailing power blocs, whether it is an Asia
Europe alliance, or even better, a more assertive Asian bloc is a positive 
development for progressives. In general, a multipolar world is better than 
one dominated by one hegemon, an arrogant, triumphalist United States. 

Without an understanding of the ongoing regional bloc repositioning, 
and developing a specific perspective in support of a multipolar world, 
Asian progressives cannot play an active role in shaping the ideological 
framework of such a new, multipolar world. There are a number of issues 
pushed by Asian governments that can be supported by Asian progressives. 
Support for the Asian Monetary Fund idea of Sakakibara, for example, means 
weakening the IMF's hold on governments in the region. The Asian
European proposal for a mechanism to control volatile fluctuations in the 
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value of the three main currencies, the dollar, yen and Euro, is worth 
considering for progressive support. 

There are also political issues that will go into the refashioning of the 
ideological thrust of international capital in the 21" century. While the 
financial crisis has had a distinct democratising effect on the region, the 
old authoritarian 'Asian values' discourse still has supporters in the region. 
Mahathir and Lee Kuan Yew are still around. Malaysia and Singapore remain 
semi-authoritarian states. Burma is still an outright military dictatorship. 
The advancement of democracy in the region, winning struggles in 
authroritarian states cannot be done without active, progressive civil society 
involve1nent. 

In the end, progressives in the region will have to supplement the 'civil 
society as watchdog' perspective with developing the political parties needed 
to win control over governments through elections. Victories such as in 
Seattle are deeply satisfying. But outside of media hype, the civil society 
role in defeating the WTO in Seattle could not have happened without the 
disarray in leading government ranks. As long as Asian progressives do not 
control their national governments, they will continue to be forced into 
reacting to the Sakakibaras who do. They will not be able to translate their 
progressive visions into policies for their governments. 
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APPENDIX A 

Statement of Solidarity 
for Democratic Indonesia 

en, 
Lembang, 24 September 1999 

We, the representatives of the 27 organizations from 9 nations, strongly 
protest against the violence perpetrated by the military against 
demonstrators in Jakarta today. Officers and men of the 
Indonesian military who committed human rights violations 
today and in the past must be made accountable for their 
crimes. 

Former President Soeharto, who has command responsibility as 
Panglima Tertinggi (Commander in Chi eO of the ABRI!fNI at 
the time many human rights violations were made, must be 
the first to be tried. 

We call for an Independent Committee to investigate recent human 
rights especially in East Timor, Aceh, Ambon and Irian Jaya. 
The violence in these and other places in Indonesia must stop 
immediately. 

We are relieved that the national security bill has been withdrawn 
after the voice of the people was made clear on the streets of 
Jakarta and elsewhere. The new parliament's first item of 
business must be the repeal of the old Soeharto security law. 

Indonesian democracy is still fragile. Restrictions on democratic space 
such as the security law will make it difficult for the forces of 
democracy to grow. The most important requirement, however, 
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is to put an end to the military 's capacity to commit violence 
with impunity. Without this, even an end to dwifungsi (dual 
function) will be meaningless. 

We commit ourselves to continue to work among our peoples to build 
solidarity for the struggle of the Indonesian people for true 
democracy. The brave people of Indonesia deserve no less. 

1.98 

Signed by representatives of the following: 

Selendang Lila, Indonesia 

Arek Lintang, Indonesia 

PaLTa-pala, Indonesia 

Akatiga, Indonesia 

Gerakan Lumbung Kota, Indonesia 

Sejahtera Tani, Indonesia 

Sekretariat Nasional YASPPUK, Indonesia 

Yayasan Flores Sejahtera, Indonesia 

Badan Eksekutif Mahasiswa FISIP-UI, Indonesia 

Asean Student Action Project, Indonesia 

Institute of Popular Democracy, Philippines 

Citizens Action Party, Philippines 

Korean House for International Solidarity, South Korea 

Asian Regional Exchange for New Alternatives, Hong Kong 

Street Corners, Hong Kong 

China Social Service, Hong Kong 

Factor X, Mexico 

Kerala Sastra Sahitya Parishad, India 

Alter Trade Cooperation, Philippines 

Assembly of the Poor, Thailand 

Bangkok Forum, Thailand 

Thai Community Currency Systems TCCS, Thailand 

Pakisama Peasant Organization, Philippines 

Action for Economic Reform, Philippines 

Solidarity for Indonesian Democracy, Philippines 

Meinung People Association, Taiwan 

Asia-Pacific Secretary for Consumerism Advocacy 
Research & Education, Malaysia 

ASIAN EXCHANGE • VOL 15, NOS. 1&2, 1999 



APPENDIX B 

Participants' List 
£-'0 

Workshop on 'Beyond the Financial Crisis, Alternatives in Action' 
19-26 September 1999, Lembang, Indonesia 

Location Representative 
The Organisers 
Akatiga Indonesia Eisman Agus Ritonga 

Hetifah Sjaifudian 
Popon Anarita (Okol) 
Sony 
Verania Andria (Rara) 

Asian Regional Exchange for Hong Kong SAR Dessa Quesada 
New Alternatives (ARENA) jeannie Manipon 

LamOi Wan 
Lau Kin Chi 
Monina Wong 

Selendang Lila Indonesia Amalia 
Avi Mahaningtya 
Carolina Monteiro 
Liang 
Mira Hassan 
Myra Diarsi 
Nani Buntarian 

Invited Organisations 
Action for Economic Reforms Philippines Filomeno Sta. Ana III 

Alter Tracie Corp. Philippines Raymundo Tenefrancia 

Arek Lintang (Alit) Indonesia Yuliati Umrah (Yuli) 
Foundation 

Asia Monitor Resource Hong Kong SAR Ana Enriquez 
Center (AMRC) 

Assembly of the Poor Thailand Somkiat Pongpaiboon 

BGVS India K K Krishna Kumar 

ASIAN EXCHANGE • VOL. 15, NOS. 1&2, 1999 :1.99 



Care Human Rights forum Indonesia Ahmad Humam Hamid 

China Social Services and Hong Kong SAR Sit Tsui Margaret 
Development Research Centre 

Gerakan Lumbung Kota Indonesia Sely Martini (Ei) 

Institute for Popular Democracy Philippines Joel Rocamora 

Komseni (Communication Indonesia Debra H Yatim 
for the Arts) 

Korean House for International Korea Cho Yeonhee 
Solidarity (KHIS) 

Meinung People's Association Taiwan Chung Hsiu Mei 

The Nation Newspaper Thailand Pravit Rosanaphruk 

PAKISAMA Philippines Whelma Villar 

PERSEPSI Indonesia Yuni Pristiwati 

Realino Center of Studies Indonesia Budi Susanto 

SEA Council for Food Security Malaysia Gregore Pio Lopez 
and Fair Trade 

Serikat Petani Sumatra Utara Indonesia Sukardi 

SMERU Indonesia Alexander Irwan 

Thai Community Currency Thailand Menno Salverda 
Systems (TCCS) Project 

University of Indonesia Indonesia Pande Trimayuni 

YASPPUK (Women in Indonesia Titiek Hartini 
Small Bussiness) 

Yayasan Flores Sejahtera Indonesia Paulus Nong Susar 

Yayasan Patra Pala Indonesia Satya Hermawan 
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