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Testing the Strength 
of Asian Regionalism

Richie A
brina

The global economic crisis has swept across Asia and brought into sharp focus 
attempts by nations to cooperate and to integrate their economies. In many 
ways, the financial crisis of the late 1990s led to the formation of regional co-
operation mechanisms to stabilize markets and currencies in times of turmoil. 

Now these initiatives are being tested.
In the third edition of Development Asia, William Branigin, a Washington	Post	staff 

writer and the newspaper’s former Southeast Asia bureau chief for more than a decade, 
explores the impact of the global economic crisis on Asian economic cooperation. The 
insights are compelling. 

In addition, this edition looks at one of the unsung success stories of regional co-
operation in Asia: the victory over piracy in the Malacca Strait. What was once one 
of the world’s most dangerous shipping lanes is now patrolled by coordinated forces 
from the three nations surrounding the Strait—Singapore, Malaysia, and Indonesia. As 
a result, only two attempts to plunder booty were reported last year, and both were 
unsuccessful.

Our examination of the issues associated with Asian regional cooperation also 
includes an analysis of the evolution of the Association of Southeast Asian Nations as a 
regional grouping, and what Asia can learn from the economic and political integration 
of the European Union.

Jenny Forster, a longtime journalist in Asia, and a new contributor to Development	
Asia, takes readers on a walk through an Indian slum. Triggered by the huge success of 
the movie	Slumdog	Millionaire, slum tourism has been booming. Jenny talks to people on 
both sides of the contentious issue.

This edition also looks at the innovative use of bonds to finance vaccination cam-
paigns in developing countries. This financing method gives investors a good return 
on their money, while children throughout Asia, Africa, and elsewhere benefit from 
lifesaving vaccines. Other feature stories include an examination of the impact on devel-
opment of heart disease and other noncommunicable diseases. From Bangkok, we bring 
you the story of an unconventional Catholic priest who has transformed a one-room 
schoolhouse into one of Thailand’s most dynamic development organizations. 

We hope Development Asia triggers discussion and debate on the critical devel-
opmental issues highlighted in this edition. What’s more, we hope you will share your 
thoughts, observations, and suggestions with us by e-mail at editor@development.asia. 

Enjoy!

Ann Quon
Publisher
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The December 2008 issue of Development Asia proves a 
compelling read for economic managers in Asia. Philip 
Bowring’s article provides nations in the region a 

stellar framework within which they can continue to adhere 
to free trade principles, even under threat of rising protec-
tionist sentiment in the United States and Europe. In the 
final analysis, their willingness—or, to be more precise, desire— 
to stay the course may well catapult the East in a hitherto 
unfamiliar role as shaper of international trade policy and 
provide the impetus for genuine global recovery.

ANTHoNY l. cUAYcoNG
Chief Operating Officer
Business World Publishing Corp.
Philippines

The East can Shape 
international Trade Policy
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Economist.

comments are encouraged. Please send yours to editor@development.asia

lETTERS To THE EDiToR l

Protectionism Not the Answer

A s many have pointed out, protectionism appears to be 
a natural reaction to the current crisis. For some, even 
globalization is seen as a culprit, which must be stopped 

now by moving against free trade. Yes, allowing products, services, 
funds, and information to move freely across borders allowed the 
crisis to reach this scope and scale but its roots are the lack of 
diligence on the part of investors and lax regulation on the part of 
financial institutions. Hence, putting the brakes on free trade by 
means of protectionism will not get the world out of this mess. 
And indeed, in this case, Asia must take the lead in moderating 
pressures from new protectionism. 

The Economist sees world trade shrinking in 2009 for the 
first time since 1982 if economies resort to economic national-
ism. Also, Smoot-Hawley’s Buy American policy of the 1930s 
demonstrated its adverse effects pretty well.

KRiSTiNE lAURA S. cANAlES
Head, Macroeconomic Research and Special Studies Group
Institute for Development and Econometric Analysis, Inc. Philippines
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Shrinking cities

Population loss is a problem not only 
for developed countries but also for 
the developing world, particularly in 

Asia.
According to State of the World’s Cities 

2008/2009 of UN-HABITAT, Asia accounts 
for 60%, or 86, of 143 shrinking cities in 
the developing world. The continent’s 
population dropped by some 9.7 million 
people from 1990 to 2000.

The People’s Republic of China alone 
has 50 shrinking cities, which suffered a 
loss of 6.8 million people during the 1990s. 
India has 16 shrinking cities but the popula-
tion loss was only 700,000 during the same 
period.

“The phenomenon of declining popu-
lations in cities of the developing world is 
relatively new, an emerging trend that is 
not yet as prevalent as it is in the devel-
oped world,” the report states. Population 
loss may, however, be a prelude to a trend 
unfolding in the entire developing world, 

Thrust into the frontline of climate 
change, Maldives has taken a hard-line 
stance against the use of fossil fuel. 

In a video address at the world pre-
miere of a climate change film in March, 
President Mohamed Nasheed announced 
that Maldives aims to become the world’s 
first carbon-neutral country. That means 
the country will not add to carbon emis-
sions in any way. 

Regional cooperation 
in Disaster 
Management

A sense of urgency after several natural 
disasters has propelled Asian and 
Pacific nations into drawing up 

“concrete, practical” plans for cooperation 
in disaster management, a senior regional 
official has said. 

The Association of Southeast Asian 
Nations (ASEAN) Regional Forum (ARF) 
concluded its annual meeting in Singa-
pore last year with disaster management 
high on the agenda after Cyclone Nargis in 
Myanmar and the earthquake in Sichuan, 
People’s Republic of China (PRC). 

“Knowing that this region is very 
prone to natural disasters, I think there 
was a sense of urgency within the ARF 
to move expeditiously…and to be ready 
in the event the next disaster happens,” 
Pratap Parameswaran, head of the ARF 
Unit at the ASEAN secretariat, told the 
Integrated Regional Information Net-
works (IRIN). 

At the end of the meeting, the ARF 
announced it would hold its first region-
wide disaster relief exercise and consider 
deploying military assets as part of plans 
to deepen cooperation on disaster man-
agement. The exercise is tentatively sche-
duled for this year in the Philippines.

The ARF, which includes the 10-mem-
ber ASEAN and Australia, PRC, European 
Union, India, and United States, will ex-
plore the feasibility of listing military and 
civil defense assets to be deployed for 
disaster relief. 

“Although the ARF is focused on security 
and defense issues, disaster relief has been 
an area for cooperation since 1997, with 
costs shared among members.” —IRIN l

SEE ANY lESS TRAFFic? Asia’s cities expe-
rience a significant drop in population.

PARADiSE loST The islands of Maldives are in 
danger of being submerged in water by 2100, unless 
the effects of climate change are reversed.

DiSASTER REliEF Survivors of Cyclone Nargis 
in Myanmar’s Irrawaddy Delta region queue up in the 
rain to collect relief goods, including rice, potatoes, and 
drinks from private donors.

where 143 cities lost a total of 13 million 
people from 1990 to 2000. l

Nasheed made the announcement af-
ter scientists at a climate change summit in 
Copenhagen warned that sea levels could 
rise by a meter or more by 2100. Maldives 
is a nation of tropical coral islands situated 
a mere 1.5 meters above sea level.

With the help of international experts, 
the Government of Maldives plans to shift 
to renewable sources of energy—a com-
bination of wind, solar, and biomass—in 
the next decade. The plan is expected not 
only to improve the environment but also 
to make the island a natural destination 
for green tourism.

“Climate change not only threatens 
the Maldives, it threatens us all,” wrote 
Nasheed in a letter published by Britain’s 
The Observer before the world premiere of 
the film The Age of Stupid.

“The level of warming and associated 
sea-level rise that would inundate the 
Maldives could also tip climate change 
beyond man’s control. If the world can’t 
save the Maldives today, it might be too 
late to save London, New York, or Hong 
Kong tomorrow.”

The Age of Stupid stars Oscar-nominat-
ed thespian Pete Postlethwaite—of In the 
Name of the Father and Brassed Off fame—as 
a man living alone in the devastated world 
of 2055. He watches video footage from 
2007 and earnestly questions why people 
did nothing to stop climate change when 
they had the chance. l

Maldives’s Zero carbon initiative
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Experts warn that Ug99, a virulent and 
dangerous strain of wheat rust, could 
be headed for South Asia. The region 

produces nearly a fifth of the world’s wheat 
(19%) for a population of 1.4 billion people.

Research released at the Borlaug Glob-
al Rust Initiative (BGRI) 2009 Technical 
Workshop in Mexico in March confirmed 
that Ug99 is now in Ethiopia, Iran, Kenya, 
Sudan, Uganda, and Yemen. Ug99 was 
discovered in Uganda 10 years ago.

BGRI said an update from the Global 
Cereal Rust Monitoring System shows 
that the mutated fungus could be moving 
toward South Asia. Wind models used in 
the monitoring system also indicate that 
Ug99 could soon travel to the Caucasus, 
Central Asia, or Afghanistan.

Breaking the Poverty 
cycle with cash

A recent World Bank study shows that 
giving poor families cash to keep their 
children in school is improving school 

enrollment rates in low-income countries.
Reviews of Conditional Cash Transfer 

(CCT) programs, as they are known, have 
been positive across the Asia. They are be-
ing used to reduce the gender gap in schools 
in Bangladesh and Pakistan by increasing 
the number of girls who stay in school. Like-
wise, two pilot programs in Cambodia have 
reduced the dropout rate by 20% to 30% 
among sixth and seventh grade students.

“The opportunity that CCTs offer—to 
break the poverty cycle from parents to 
children—is very compelling,” said Norbert 
Schady, a senior economist at the World 
Bank and coauthor of Conditional Cash Trans-
fers: Reducing Present and Future Poverty. 

“There’s solid evidence that CCTs boost 
consumption and reduce poverty,” he adds.

CCT also increases the use of health 
services but “the evidence is less clear-cut 
than with school enrollment,” the study says. 
The study also noted that CCTs need to 
be complemented by higher-quality educa-
tion and health services. In Cambodia, for 
example, higher school enrollment rates have 
not been matched by better scores in exams.

The World Bank defines CCT as money 
given directly to poor families via a “social 
contract” with the beneficiaries.

“CCT is a developmental program that 
invests in people; it is not a dole-out,” says 
Social Welfare and Development Secretary 
Esperanza Cabral, who presented a paper 
on CCT implementation in the Philippines. 
“The program encourages parents to invest 
in the future, in particular in the health and 
education of their children and in the nutri-
tion and food for their families.”

In response to the food and financial 
crises, the World Bank expects to lend about 
$2.4 billion this year to start or expand CCT 
operations in Bangladesh, Colombia, Kenya, 
Macedonia, Pakistan, and Philippines. lE conomic growth in developing 

countries relies on their investments 
in water systems. The third United 

Nations World Water Development Report de-
tails the direct economic benefits of that 
investment.

“In the 335 counties in China with 
primary electrification from hydropower, 
annual average income per farmer rose 
8.1% a year, nearly 3 percentage points 
more than the national average,” the report 
says. “In those communities 30 million 
people upgraded their livelihoods from 
marginalized farming to off-farm laborers 
in the industrial and services sector with-
out any negative impact on agricultural 
production.”

HARVEST Indian farmers harvest wheat in the village of Chaina.

BAcK To ScHool Social cash programs in 
Cambodia have reduced the dropout rate among 
grade-school students.

Wheat Rust Moving to South Asia

Scientists are racing to develop new 
varieties of wheat that can resist the wind-
borne fungus named “rust” because of its 
reddish color. They estimate that 90% of 
varieties planted around the world are 
vulnerable to the disease. 

BGRI is a group led by, among oth-
ers, the International Maize and Wheat 
Improvement Center (CIMMYT), the 
Syria-based International Center for 
Agricultural Research in the Dry Areas 
(ICARDA), Cornell University, the Food 
and Agriculture Organization of the United 
Nations, and the Indian Council of Agri-
cultural Research. Both CIMMYT and 
ICARDA are supported by the Consulta-
tive Group on International Agricultural 
Research. l

Water and Economic Growth
The reverse is also true: water short-

ages impede economic growth. Citing find-
ings of the Pacific Institute, the report 
notes that the scarcity of freshwater is 
“already an economic constraint in major 
growth markets such as China, India, and 
Indonesia, as well as commercial centers 
in Australia and the western United 
States.”

The PRC and developed economies 
in Asia need an estimated $38.2 billion to 
$51.4 billion a year for water supply and 
wastewater treatment, the report estimates. 
The third edition of the World Water Devel-
opment Report, Water in a Changing World, was 
launched at the Fifth World Water Forum in 
Istanbul in March. l
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funding to $120 billion and set up a 
robust and independent “regional surveil-
lance mechanism” to conduct objective 
economic monitoring. But the members 
stopped short of clarifying eligibility cri-
teria or implementation mechanisms for 
drawing from the pool, and critics said the 
funding may still be inadequate to deal 
with a major financial crisis.

When the Republic of Korea’s cur-
rency recently came under pressure, for 
example, Seoul bypassed the CMI and 
struck bilateral swap deals with the US, 
Japan, and PRC for about $30 billion each. 
The PRC’s central bank has also signed 
bilateral currency swap agreements in 
recent months with Malaysia; Singapore; 
Indonesia; and Hong Kong, China. 

Last September, Thailand suggested 

increasing the CMI funding pool to 
$450 billion, or about 10% of the then-
projected total international reserves of 
the ASEAN+3 countries. (Because of 
the current crisis, those reserves are now 
estimated in the range of $3.5 trillion to 
$4.0 trillion.)

The decision to link the CMI to a 
credible regional surveillance mechanism 
was an important step, but the “markets 
may expect more from Asia in response 
to the ongoing crisis,” said Giovanni 
Capannelli, senior economist in the Office 
of Regional Economic Integration at the 
Asian Development Bank (ADB). “They 
didn’t proceed with a proper diagnosis of 
the crisis” and may have “underestimated 
the actual consequences of the crisis on 
their economies,” he said.

“They need to broaden and widen the 
scope of their concerted efforts,” Capannelli 
noted.

Falling Off A Cliff

While the Asian crisis of 1997–1998 served 
to inoculate the region to some extent 
against the kind of excesses that led to the 
recent US financial meltdown, it may also 
have helped sow the seeds of the American 
crisis by promoting a spurt of export-
led growth that built up massive foreign 

9

one myth is that 
Asia’s emerging economies are 
disconnected from the business 
cycle in advanced economies.

As the global economic crisis takes 
a mounting toll, Asian economies 
are building up mechanisms to 
boost regional cooperation—and 

even revisiting the idea of creating an 
Asian Monetary Fund—but analysts say 
there is no clear sign yet of consensus on a 
structure for Asian regionalism.

The crisis, which has triggered a 
global liquidity shortage and sharply cut 
back Asia’s economic growth, may provide 
fresh impetus for regional cooperation as 
countries realize the benefit of collective 
action. So far, however, practical steps 
toward that end have been minimal. Asian 
economies have shown little inclination to 
coordinate fiscal stimulus or exchange rate 
policies, for example. Some experts also 
question whether a regional response can 
have much impact anyway in the 
face of such a worldwide problem. 

Nor is it clear whether Asian 
countries have an answer to a loom-
ing “implosion” of Asian trade, as 
exports plunge in tandem with 
diminished demand from the 
United States (US) and Europe 
amid the worst economic down-
turn since the Great Depression.

The result is that the region might en-
ter what some analysts describe as a period 
of “deglobalization” marked by plunging 
exports, retreating labor migration, finan-
cial retrenchment, and rising protectionist 
pressures, with no end yet in sight.

Underestimating the Crisis

Faced with these strains, Asian leaders are 
fortifying regional mechanisms such as the 
Chiang Mai Initiative (CMI), which dates 
from May 2000 when finance ministers of 
the 10-member Association of Southeast 
Asian Nations (ASEAN) plus the People’s 
Republic of China (PRC), Japan, and 
Republic of Korea—a group known as 
ASEAN+3—set up a network of bilateral 
swap arrangements designed to provide 
short-term liquidity when needs arise.

The impetus for the initiative was the 
1997–1998 Asian financial crisis, during 
which the currencies of Thailand, Indone-
sia, and the Republic of Korea in particular 
came under speculative attack. The partic-
ipating nations last year multilateralized 
the initiative, creating a regional reserve 
pool of $80 billion, of which 80% would be 
contributed by the “plus-three” countries. 

Meeting in Phuket, Thailand, in late 
February, the group agreed to raise CMI 

exchange reserves. Now there is widespread 
recognition that Asian economies have 
become too dependent on exports, making 
them more vulnerable to the West’s financial 
woes than they thought.

“Growth in Asia is falling off a cliff,” 
said Eswar Prasad, a professor of trade 
policy at Cornell University and a senior 
fellow at the Brookings Institution spe-
cializing in financial globalization. “Many 
of these countries are still reliant on 
exports for growth, and export demand is 
plummeting.”

Until late 2008, Prasad said, “Asian 
countries were largely of the view that this 
crisis was manufactured in the West, and 
that the West was going to bear the brunt 
of the crisis…The feeling was they were 
in much better shape in terms of financial 

systems and intrinsic mac-
roeconomic strength.” But 
the crisis was so huge that it 
soon reached Asian shores, 
and countries in the region 
“are discovering that they’re 
more dependent on exports 
than they would have liked to 
think,” he said.

“In Asia, it’s less a financial crisis than 
a macroeconomic crisis,” Prasad said. “Out-
put growth and employment growth are 
taking a dive,” and regional countries do 
not seem able to stimulate their econo-
mies enough to take up the slack.

“What they’re discovering now is how 
dependent they are on demand from the 
industrial countries, especially in Europe 
and America,” said Raghuram G. Rajan, a 
professor of finance at the University of 
Chicago and a former chief economist at 
the International Monetary Fund (IMF). 
Asian countries are realizing that their 
emphasis on increasing regional trade and 
investment cannot make up for “the dra-
matic fall-off in demand from the West,” 
he said. 

This underscores “a central weakness 
in the export-led strategies that have driv-
en some of these countries,” Rajan said. 
“I think it will make them think about 
whether they should be focusing more on 
increasing their domestic demand. But 
they can’t do that overnight.”

Growing joblessness is particularly 
alarming in the PRC, where officials are 
said to be increasingly worried about the 
prospect of social unrest. According to 
Chen Xiwen, head of the PRC Commu-
nist Party’s office on rural policy, about 
20 million migrant workers—nearly a sixth 
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of the total—have lost their jobs in recent 
months as hundreds of thousands of facto-
ries have closed. 

PRC authorities expect an additional 
6 million to 7 million migrants to be 
looking for work this year, on top of 
about 9 million urban jobless people on 
government rolls and more than 7 million 
university graduates entering the work-
force. Experts say these numbers, while 
staggering, could understate the problem, 
raising fears of urban unrest if too many 
people wind up in cities with no jobs and 
insufficient social services to support so 
many unemployed.

Plunging Intra-Asian Trade

Contributing to the unemployment prob-
lems in the PRC and other Asian nations 
has been what analysts describe as a col-
lapse in regional trade. According to the 
PRC customs bureau, imports from other 
Asian countries plummeted to $43 billion 
in December, down more than 38% from 
its record high of $70 billion in July 2008.

The steep plunge in intra-Asian trade 
has been a major factor pushing down the 
growth rates of Asian economies. Accord-
ing to the latest projections from ADB, 
economic growth in Asia’s developing 
countries will slow in 2009 to its most 
sluggish pace since the 1997–1998 Asian 
financial crisis. ADB’s Asian Development 
Outlook forecasts economic growth in 

developing Asia will slide to just 3.4% in 
2009, down from 6.3% last year and 9.5% 
in 2007. 

Being hit particularly hard are Hong 
Kong, China; Republic of Korea; and 
Taipei,China. A sharp drop in demand for 
exports will produce –2% growth in Hong 
Kong, China while the Republic of Korea 
sees –3% and Taipei,China records –4% 
growth, the report noted. Southeast Asia’s 
economic expansion is projected to dwin-
dle to just 0.7% in 2009, down from 4.3% in 
2008, and the three most export-orientated 
economies in the region—Malaysia, Sin-
gapore, and Thailand—will also contract, 
with the most open of these economies, 
Singapore, likely to shrink by 5%.

South Asia, though not as open to 
trade as other regional economies, is also 
expected to lose steam. India’s growth 
slowed to 7.1% for 2008, well below the 
strong 9% growth of recent years, and it is 
expected to fall further to 5% in 2009 as 
the intensifying crisis further dents busi-
ness and consumer confidence and causes 
a major reduction in capital inflows.

Economists warn that these numbers 
could slip further as a worldwide reces-
sion takes hold. According to a World Bank 
report prepared for a Group of 20 finance 
ministers’ meeting in mid-March, global 
industrial production declined by 20% in 
the fourth quarter of 2008. 

The IMF predicts that world economic 
activity would contract in 2009 for the first 

time in 60 years. It projected a shrinkage of 
0.5% to 1% in global GDP this year before 
a gradual recovery in 2010, when world 
output is expected to grow by 1.5% to 2.5%. 
By comparison, global economic growth hit 
5.2% in 2007, according to the IMF.

The Fund now predicts that US gross 
domestic product (GDP) will decline 2.6% 
this year, while Western Europe’s drops 
3.2% and Japan’s contracts by 5.8%. The 
Obama administration, unveiling projec-
tions underlying a proposed $3.6 trillion 
federal budget for 2010, estimated in late 
February that the US economy would 
shrink 1.2% in 2009 before resuming its 
growth next year.

Exploding Myths

Addressing the Harvard Asia Business 
Conference in Boston on 14 February, IMF 
Deputy Managing Director Takatoshi Kato 
exploded “myths” about Asian immunity 
from the global financial crisis, which he 
said has “defied all predictions in its depth 
and reach.” One myth, he said, is that Asia’s 
emerging economies are disconnected from 
the business cycle in advanced economies, 
in part because of the rapid growth of intra-
regional trade in recent decades. 

“In reality, global demand still represents 
a major factor behind Asia’s export growth,” 
Kato said, citing the nature of intra-Asian 
trade. Because exports represent such a 
large share of Asia’s GDP, he said, “the re-
gion is actually more exposed to shocks in 
advanced economies than other regions.”

The problem is that much intra-regional 
trade is actually geared toward assembling 
products that are ultimately exported 
to the US or Europe. In effect, when it 
comes to economic strength, the global 
crisis has exposed Asia’s highly touted 
regional trade as something of a mirage 
because so much of it depends on final 
demand in the West.

“Some people call it Asia, Inc.,” said 
ADB’s Capannelli, referring to the integra-
tion of production networks in the region.

In a study published last year entitled 
Emerging Asian Regionalism: A Partnership for 
Shared Prosperity, ADB highlighted the ex-
ample of a company in Thailand that uses 
parts and components made locally and im-
ported from eight other Asian economies, 
as well as the US and Mexico, to assemble 
computer hard-disk drives that are then 
shipped to electronics firms elsewhere in 
Asia. The final products (computers) that 
use these hard-disk drives as intermediate 
goods often are exported to the West. The 

HElP WANTED  Indonesian workers protest layoffs in front of the Japanese embassy in Jakarta. The global 
economic crisis is testing Asian nations’ regional cooperation measures. 
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PRC “is increasingly at the hub 
of such production networks, 
but all economies participate,” 
the study says.

Using 2006 figures, ADB 
estimated that intra-regional 
trade accounted for about 55% 
of Asia’s total trade. But about 
68% of the trade in Asia revolves 
around making final products for 
export to the US and Europe.

As a result of lowering 
final demand from the US and 
Europe, said Capannelli, “this 
crisis will entail an implosion of 
Asian trade.” Already, he said, 
Japan’s exports have dropped 
by nearly 50% compared to 
a year ago. Why should Asia 
produce parts and components 
when there is no more demand 
for final goods?

Singapore, a shining beacon 
of prosperity during the heyday 
of globalization, saw its total 
exports decline 35% in January 
compared to the same period a 
year earlier. Indonesia’s exports 
were down 36%, and Thailand’s 
fell 26.5%. 

“Unless a big final market 
for exports like the United 
States or Europe steps up, it’s 
going to be very difficult for 
[Asian economies] to get the 
right sort of growth, and the 
United States right now is in no 
position to play this role,” said Prasad.

According to the IMF’s Kato, other 
Asian myths debunked by the crisis are 
that Asian economies were insulated from 
the global financial turmoil and that the 
region’s huge foreign exchange reserves 
provided effective insurance against a 
capital account crisis. Because foreign 
investors ramped up their holdings of 
Asian assets during the boom years, “the 
outflows during the crisis have been quite 
substantial,” Kato said. 

Even though Asian financial institutions 
have had limited exposure to the kind of 
subprime-related securities involved in 
the US meltdown, investors pulled an es-
timated $70 billion out of equity markets 
alone in emerging Asia last year, Kato said.

Fanning the Flames

How Asia landed in this predicament is 
the subject of contentious debate. Asian 
leaders tend to blame the US and its 

excess consumption financed by debt, 
saying Americans have spent too much 
and saved too little. But some US officials, 
notably Federal Reserve Chairman Ben 
S. Bernanke, point to the impact of the 
huge reserves Asia accumulated from its 
exports. Over the last decade, for example, 
the PRC put more than $1 trillion into 
US government bonds and mortgage 
debt, which helped reduce interest rates 
and contributed to a massive US housing 
bubble.

“Excessive US consumption was in 
fact a problem, but it is also true that Asia 
benefited from it,” Akira Kojima, a senior 
fellow of the Japan Center for Economic 
Research, told a recent symposium in Tokyo. 
“It is also true that the US economy would 
not have been able to go on without an 
inflow of funds from Asia, which it accuses 
of saving too much.”

The Asian crisis of a decade ago made 
the region “very nervous about international 
financial flows and whether they had any 

backstop they could go to,” 
Prasad said. “So they decided 
to self-insure and built up vast 
amounts of reserves.” 

“You might argue that the 
very desire to build up reserves 
led them into this mode of 
export-led growth that led to 
excess US consumption,” he 
said. “The paradox is that the 
virtue of the Asian countries has 
fanned the flames of the crisis 
and come back to bite them.”

One who rejects this argu-
ment is Matthew Daley, presi-
dent of the US–ASEAN Busi-
ness Council. “I don’t subscribe to 
the idea that China enabled poor 
policy in the United States,” he 
said. “I just don’t buy into that.”

An Asian Monetary Fund

A danger now is that Asian coun-
tries, their reserves diminished 
by the current crisis, could again 
attempt to export their way 
to surpluses—and manipulate 
their currencies as a way to gain 
an edge. 

“This gives other countries 
incentive to try to subsidize 
their exports or hold down their 
currency,” said the University 
of Chicago’s Rajan. “It’s a ver-
sion of a beggar-thy-neighbor 
policy.” This situation “could be 

averted if, as a region, they agree it’s not in 
their collective interest and put pressure 
on each other that other countries cannot 
put,” he said.

In this increasingly difficult context, 
the idea of setting up an “Asian Monetary 
Fund” as a regional version of the IMF 
has been gaining traction, although it still 
faces hurdles and skepticism about its 
effectiveness. Japan first proposed creat-
ing an Asian Monetary Fund more than a 
decade ago in response to the 1997–1998 
crisis, but the US and the IMF opposed it 
on the grounds of moral hazard, and the 
PRC—perhaps concerned about Japanese 
domination of such a fund—showed little 
enthusiasm. 

Now the US is poorly placed to block it, 
even if inclined to do so. The US Treasury 
Department, preoccupied with domestic 
financial recovery and G-20 matters, has not 
taken a position. And in any case, the key 
player now is the PRC, which holds the po-
litical and economic leverage, as well as the 

cHANGiNG MoNEY AND MiNDS  Proponents of an Asian Monetary 
Fund say such an institution could promote exchange-rate stability.
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WoE iS ME  A man watches prices fall at the Bombay Stock Exchange.

international currency reserves—
estimated at about $2 trillion—to 
decide the fund’s fate.

A leading promoter of an Asian 
Monetary Fund this time is Ma-
sahiro Kawai, dean of the Asian 
Development Bank Institute and 
a former University of Tokyo 
professor and Japanese finance 
deputy vice-minister for interna-
tional affairs. He told reporters in 
February that such an organization 
could serve to manage the funding 
pool of the Chiang Mai Initiative 
(CMI) and help Asian economies 
protect their currencies from 
speculative attacks, enabling them 
to avoid the strict conditions as-
sociated with borrowing from the 
IMF. Other expressions of support 
have come from the finance minis-
tries of Malaysia and Thailand. 

Financial analysts say an Asian 
Monetary Fund could promote 
exchange rate stability, gather other 
programs such as the Asian Bond 
Markets Initiative under one roof, 
and project an “Asian voice” on 
financial matters. But it would also 
represent a regional approach to a 
global crisis, which some critics see 
as an inherent weakness.

“The discussions will start 
again, but the issue will once 
again come to whether an Asian 
Monetary Fund will have enough 
resources to protect the region 
from crisis,” said Prasad. “The 
problem is, if you have the entire 
region going into a near crisis, then 
it’s unlikely an Asian Monetary 
Fund will have enough resources.”

In Rajan’s view, the IMF should be 
“reformed in such a way that it’s palat-
able to the Asian economies, rather than 
create another regional entity.” Institu-
tions such as an Asian Monetary Fund 
“could reduce the effectiveness and 
draw away from the need to reform the 
international entity,” he said. “I would 
rather see an IMF that’s strong, but also 
legitimate and welcomed by countries 
around the world.”

The Impetus for Integration

Regardless of whether an Asian Monetary 
Fund comes to pass, the region still needs 
structures to promote stability and help deal 
with crises, advocates of regionalism say.

In its Emerging Asian Regionalism study, 

ADB advocates opening a high-level Asian 
Financial Stability Dialogue to bring to-
gether finance ministry officials, central 
bank authorities, and market regulators 
and supervisors to “address financial 
market vulnerabilities” and establish an 
effective dialogue with the private sector. 
It would help harmonize financial regula-
tions and banking supervision, strengthen 
regional surveillance, and expand the 
Asian Bond Markets Initiative and the 
Asian Bond Funds.

The report also proposed creating an 
Asian Secretariat for Economic Coopera-
tion, a body envisaged as a “new regional 
entity”—a sort of Asia Commission to 
monitor and potentially coordinate mac-
roeconomic and exchange rate policies, 
among other things. The ADB study said 

ASEAN+3 is a “logical venue” 
for the secretariat since it would 
incorporate ASEAN, which 
already has its own small bureau-
cracy, plus three of the region’s 
largest economies.

But that would mean includ-
ing tiny economies such as those 
of the Lao People’s Democratic 
Republic and Myanmar, while 
leaving out Taipei,China which 
has the sixth highest GDP in Asia 
and the world’s fourth-largest 
foreign exchange reserves (nearly 
$300 billion at the end of 2008). 
It would also exclude India, the 
world’s fourth-largest economy 
and holder of the fifth-highest 
foreign exchange reserves (about 
$250 billion).

Because of Beijing’s sensitivi-
ties, nothing much can be done 
about including Taipei,China, re-
gional experts say. But a potential 
vehicle for broader Asian regional-
ism could be the East Asia Sum-
mit, a forum that encompasses 
ASEAN+3, as well as Australia, 
India, and New Zealand.

As a result of the crisis, “the 
impetus for regional integration is 
going to increase enormously, but 
the inadequacy of regional integra-
tion will also become apparent,” 
Prasad said. “Almost certainly 
there will be more regional inte-
gration—with the recognition that 
it isn’t enough…While regional 
integration can be helpful, I don’t 
think it can be a substitute for 
broader mechanisms for insuring 
emerging markets.”

According to Rajan, “regionalism, while 
good, should not subtract from internation-
alism, which I think is the real need.”

“I wouldn’t hold my breath for an Asia-
wide entity any time soon,” he said. “But 
what I would hope is that as the economic 
ties build up, the countries feel the need 
to have a regional dialogue, so they create 
meeting places where all the important 
countries can get together to ensure 
they don’t stand in the way of economic 
growth.” l

William Branigin, a writer and editor on the 
national staff of The Washington Post, served 
as the newspaper’s Southeast Asia bureau chief 
for 10 years, reporting from more than a dozen 
countries in the region.
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finance minister for international affairs 
and former chair of the Bank of Tokyo.

This new model must focus on creat-
ing domestic demand rather than relying 
so heavily on exports, and it must be based 
on a system of “horizontal rather than 
vertical integration” of production, says 
Gyohten, who now serves as president of 

Asia lacks Political Will to 
Support Regionalism

By Anthony Rowley

In recent decades, East Asia has become 
what Toyoo Gyohten, a doyen of the 
Japanese financial world, describes 
as the “factory” of the world, but its 

production lines are grinding to a halt now 
in the midst of the global economic crisis. 
A “new business model” is needed for the 
region, says the one-time Japanese vice 

Japan’s Institute for International Mon-
etary Affairs.

In an interview with Development Asia in 
Tokyo, Gyohten gave his views on where 
East Asia has gone wrong in its postwar de-
velopment model, and where it needs to go 
from here to achieve sustainable prosperity. 
He also set out a vision of how economic 

Toyoo Gyohten of Institute for International Monetary Affairs:

BAcK iN THE BooM DAYS  Toyoo Gyohten (left) shares a laugh with former Thai Finance Minister Tarrin Nimmanahaeminda in 1999.
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cooperation is likely to develop among 
Asian nations—the People’s Republic of 
China (PRC) and Japan especially—in the 
future.

In his long career, Gyohten has served 
at the International Monetary Fund 
(IMF), the Asian Development Bank, 
and the Organisation for Economic Co-
operation and Development, as well as 
teaching at Harvard University.

Gyohten hides an ability to speak bluntly 
behind his amiable personality. Asked about 
Asia’s response so far to the global crisis, 
he says: “I’m afraid the response of Asia 
as a region cannot earn high marks.” The 
reaction of governments in the region was “a 
bit complacent.” They argued that “Asia is 
de-coupled, so don’t worry. In that sense the 
response from many Asian countries was not 
quick or forceful enough.”

“After they realized that they were 
going to suffer from the bursting of the 
export bubble, countries tried to mitigate 
the impact and secure an early recovery. 
But so far there is no well-organized and 
concerted action in the region.”

The extent of damage differs from 
one country to another but they all suffer 
from the same defective economic model, 
he said.

“Asia was very successful in establish-
ing a regional manufacturing center—a 
global factory—but the fatal flaw of this 
was that final demand was outside the re-
gion. The Asian factory enjoyed a very high 
level of activity and everyone profited but 
because they had to rely substantially on 
(external) demand, when this collapsed, 
the factory collapsed.”

How can East Asia establish a new busi-
ness model for itself, one where econo-
mies have an adequate portion of their 
final demand within the region?
“In order to achieve that, I think Asia has 
to give much more serious consideration to 
establishing a horizontal rather than vertical 
division of labor,” Gyohten responds.         

Countries in the region should not rely 
only on a “vertical” system of production 
whereby they produce different parts of a 
product that is finally shipped to markets 
outside the region. Instead they should shift 
to a “horizontal” model where goods are 
designed and produced more in a particular 
country for consumption in that country.

What are the other defects of the Asian 
model?
“Asian countries are still very dependent 
on external financing,” says Gyohten. 
“There has been no well-established 
regional mechanism through which Asian 
savings could circulate within the region 
to meet the needs of all countries.” 

The failure to mobilize regional sav-

ings is adding to the impact of the current 
crisis, he says.

“Some kind of regional financing facility 
is urgently needed. It can be done through 
bolstering the IMF and other global insti-
tutions or strengthening regional facilities, 
such as the Asian Development Bank and 
[the] Chiang Mai Initiative.”

Why are East Asian nations turning to 
bilateral sources of emergency financ-
ing in the current crisis?
For example, the Republic of Korea has 
negotiated large currency swaps with the 
PRC and Japan while Seoul (along with 
Singapore and Hong Kong, China) has also 
arranged big swaps with the United States 
Federal Reserve.

“This is because there is little by way 
of regional arrangements that could be of 
use quickly,” says Gyohten. That, and the 
fact that some Asian nations are “ambiva-
lent” about turning to the IMF after their 
bitter experiences of the 1997 crisis. “But 
if we quickly establish an Asian facility 
then everybody will use it.”

is he optimistic about this?
“No,” he says bluntly. To “multilateralize” 
the bilateral Chiang Mai Initiative 
network “requires Asian countries to go 
through “serious hurdles. There must be 
agreement concerning burden sharing 
and what kind of loan conditionality you 
will be asking for, and that requires an 
economic surveillance capacity that East 
Asia does not possess.”

How does he see the future of region-
alism more generally in Asia?
“I think Asian regionalism will develop at 
the functional level but probably not as a 
comprehensive single institution like the 
European Union,” he says. “For Asia, the 
hurdles are too high, and it will follow a 
very different path from Europe.”

What are these hurdles?
“The most serious one is the lack of 
political will,” he says. “Europe had a very 
strong unified political [will to achieve 
unity] and there was a historical, cultural, 
economic, and political background to 
support that political will. In the case of 
Asia, this is still nonexistent.”

“Also in the case of Europe, there was 
a group of major members—Germany, 
France, and the United Kingdom. But in 
Asia we still do not have these things. So, 
it will be quite a different path for Asia. I 
think Asia certainly can achieve a process 
of regionalization on different functional 
issues.”

He cites “environmental policy or en-
ergy saving” as examples. “These arrange-
ments may not require complete political 
unification or agreement. It may be a 
marriage of convenience. Regional agree-
ments could well support each member’s 
own economic interests.”

What role will the PRc and Japan play 
in the process of integration?
“It is quite obvious that China will 
eventually become the leader of Asia,” says 
Gyohten. “But China’s leadership role will 
not be as hegemonic as that of the United 
States. I think China knows that in order to 
establish its role in Asia it needs strong and 
friendly cooperation with Japan.”

Finally, does he see any politician or 
statesman on the horizon in East 
Asia who could be capable of leading 
the region into a brave new world of 
cooperation?
He laughs. “Which leader has the stature 
to lead the region as a whole? I do not see 
anyone.” l

 
Anthony Rowley is the Tokyo correspondent of 
the Singapore Business Times and a field editor 
for Oxford Analytica.

“Which leader has the 
stature to lead the 
region as a whole? 
i do not see anyone.”

TOYOO GYOHTEN
President of Japan’s Institute for 

International Monetary Affairs
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The MV Alondra Rainbow was not 
long out of port from Indonesia 
when 15 men in high-speed boats 
surrounded the huge cargo ves-

sel. Armed with swords and guns, they 
quickly took control of the 9,000-ton ship. 
The hull contained about 7,000 tons of 
aluminum ingots—worth nearly $15 mil-
lion—bound for Japan.

The 17 crewmen were unarmed and 
stood little chance if they fought back. 
The Alondra Rainbow disappeared, and 
her crew was abandoned at sea in lifeboats 
a week later. They spent 10 days adrift 
before being rescued off the coast of 
Thailand. Bulletins were sent out world-
wide before a ship matching the Alondra 
Rainbow’s description was sighted in mid-
November near India.

Indian Coast Guard and Navy boats 
chased the vessel, but it did not stop until 
fired upon. A fire was burning in the ship’s 
engine room and the illegal crew was 
flooding the hull in an apparent attempt 
to sink it. Investigators discovered that 
the vessel had been renamed, given a new 
flag and phony registration, and about half 
its cargo was gone. 

Fighting Piracy in 
the Malacca Strait

Regional Cooperation’s Unsung Success Story

By Floyd Whaley

Development Asia  l  April 2009

The hijacking of the Alondra Rainbow 
in the Malacca Strait happened in 1999, 
and it was not a particularly unusual inci-
dent at the time. The narrow passageway 
between Indonesia, Malaysia, and Singa-
pore was considered one of the world’s 
most pirate-infested waterways. 

Today, this vital passage is one of the saf-
est of the world’s critical shipping lanes, 
and its transformation in the past decade 
is an unsung success story of regional co-
operation in Asia. 

Asia’s Choke Point

The Strait of Malacca, which links the 
Indian Ocean to the South China Sea 
and Pacific Ocean, is the shortest sea 
route between Persian Gulf oil suppliers 
and the Asian markets. An estimated 
15 million barrels per day flow through 
the area, according to the United States 
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Government’s Energy Information Agency 
(EIA).

At its narrowest point, the Strait is 
only 2.7 km wide, which creates a bottle-
neck and an opportunity for shore-based 
pirates to seize vessels. Over 50,000 
vessels transit the Strait of Malacca each 
year, according to the EIA. “If 
the Strait were blocked, nearly 
half of the world’s fleet would 
be required to reroute,” the 
agency notes in a fact sheet on 
the area. 

In previous years, the Strait 
had been preyed upon by pirates 
very different from the swash-
buckling adventurers who once 
plundered royal vessels centuries ago. 
Today’s pirates are sophisticated young 
mobsters with Ray-Ban sunglasses, auto-
matic weapons, and satellite phones. 

The most dangerous pirates are the 
phantom ship operators like those who 
hijacked the Alondra Rainbow. They can 
steal a 9,000-ton ship, rename and re-
register it, and put its cargo onto the black 
market in a matter of days. The ship can 
then be pulled into a poorly regulated port 
and offered to companies as a legitimate 
ship for charter. 

In ports all over the world, white-
collared pirates produce fake paperwork 
to claim incoming cargo that does not 

belong to them and use ghostships to 
hijack outgoing cargo from unsuspecting 
exporters. One of the most disturbing 
aspects of the cargo pirates is their abil-
ity to deal with such a variety of different 
types of cargo.

“We have had those incidents in the 

Malacca Strait where the vessel is emp-
tied of its cargo, the crew set adrift, and 
it becomes a phantom ship that is used 
to steal cargo,” said Pottengal Mukundan, 
Director of the International Maritime 
Bureau (IMB), which tracks piracy world-
wide. “The vessel is run down, then the 
pirates sell it for scrap or sink it. These are 
very serious attacks.” 

“Before 2003, there really was not any 
proper coordinated action taken against 
piracy,” said Mukundan. “The situation at 
the time was critical.” Between 2003 and 
2004, the number of attacks in the Strait 
nearly doubled, from 36 to 60, according 
to the IMB.

War Zone

The issue of rampant piracy in the Strait 
and its possible links to terrorism hit a cre-
scendo on 20 June 2005, when the Joint 
War Committee of the London-based in-
surance giant added the Malacca Strait to 

its Hull, War, Strikes, Ter-
rorism and Related Perils 
Listed Areas, which gave the 
area the same risks—and in-
surance premiums—as oper-
ating in a war zone. 

“This war zone classifica-
tion had a tremendous impact 
among the littoral countries of 
the Strait, Singapore, Malay-

sia, and Indonesia,” said Mukundan during 
an interview in his office in Kuala Lumpur. 
“There was also an outcry from shipowners, 
and from the international community. The 
littoral countries saw that the situation had 
to be brought under control.”

Amid threats that navies from other 
countries would begin patrolling the 
Strait, the littoral countries sat aside 
long-simmering border issues and began 
sharing information and conducting joint 
patrols of the area, said Mukundan. Donors 
assisted Indonesia in upgrading its naval 
patrol vessels in the area, and helped 
finance a joint information center in the 
Strait. 

At its narrowest point, the Strait is 
only 2.7 km wide, which creates a 
bottleneck and an opportunity for 
shore-based pirates to seize vessels

TiME To WAlK THE PlANK  Indian Coast Guard officials detain the pirates who seized the MV Alondra Rainbow.
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The Height of Piracy
in the Malacca Strait

“There was a very limited right of hot 
pursuit, but the navies generally kept to 
their side of the border,” said Mukundan. 
“But they shared information, they coop-
erated with each other.”

This cooperation had an enormous 
impact. The pirates could no longer 
jump from one country’s 
jurisdiction to the other, 
leaving a pursuing naval 
vessel behind. Now, the 
navy of the next jurisdiction 
was waiting. The result was 
that the Strait was being 
diligently patrolled from all 
sides.

Cooperating 

After three-way talks between the littoral 
countries took place in Jakarta in Septem-
ber 2005, cooperative arrangements—both 
high-level political and working-level logis-
tical—were accelerated. Extensive coordi-
nated air and sea patrols in the Strait were 
launched.

On a broader scale, the Regional Coo-
peration Agreement on Combating Piracy 
and Armed Robbery against Ships in Asia, 
which includes 16 Asian member countries, 
has been coordinating a regional response 
to piracy and maritime security in Asia. 

A Major Deterrent 

When the Malacca Strait littoral countries 
began working together, the result was 
dramatic. In August 2006, Lloyd’s removed 
the war risk insurance rating from the Strait 
in light of the decreasing attacks. 

“Maritime piracy in the Strait has 
been coming down since 2003,” said Mu-
kundan. “The littoral countries worked 
together to prioritize the issue and sure 
enough, once they did that, the attacks 
came down. We don’t consider the Strait 
to be a high-risk area for piracy today.”

In 2008, there were two attempted—
and no successful—attacks recorded by 
the IMB. Both involved pirates trying but 
failing to board tankers passing near the 
Indonesian coast. 

“When maritime pirates don’t succeed, 
it acts a major deterrent,” said Mukundan. 
“They go to a lot of expense to launch these 

attacks and if they don’t get their prize, and 
people get arrested and put into prison, it 
raises the stakes.” 

“It’s a business proposition,” Mukundan 
continued. “The pirates look at the risk and 
they look at the reward. In Somalia, the risk 
was zero and the reward was tremendous. So, 

of course, everyone wanted to be 
a pirate. What happened in the 
Malacca Strait is that countries 
cooperated to change that bal-
ance. Every time the pirates tried 
to take a ship, one of the navies 
thwarted them. The pirates 
began to think: ‘It isn’t worth it 
to do this kind of activity.’” 

The result of the coopera-
tion is not only safer shipping 

in one of the world’s most important sea 
lanes but also improved relations between 
the countries that surround the Strait. 

“I think the efforts to fight piracy have 
had an overall positive effect on how these 
countries cooperate on other matters,” said 
Mukundan. “It has improved communica-
tion between them. Other problems remain, 
but they have worked successfully to address 
this issue and that is a good example of how 
cooperation among countries can work.” l

Floyd Whaley is senior editor of Development 
Asia and a contributor to Discovery Channel 
Magazine.

“The efforts to fight piracy have 
had an overall positive effect on 
how these countries cooperate 
on other matters.”

Pottengal Mukundan
Director of the International Maritime Bureau

TiME To WAlK THE PlANK  Indian Coast Guard officials detain the pirates who seized the MV Alondra Rainbow.
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The Association of Southeast Asian 
Nations (ASEAN) completed its 
annual summit in Thailand in 
March, hoping to usher in a new 

era of regional cooperation. The heads of 
government boasted of a new charter, a 
new anthem, and a grand plan to make 
ASEAN a European-style economic com-
munity by 2015.

The chair of the summit, Thai Prime 
Minister Abhisit Vejjajiva, said in his open-
ing address: “I will join hands with fellow 
ASEAN citizens across the region to make 

ASEAN a household name, not only for 
the people of Southeast Asia but for 

those beyond.”
What is surprising, according to 

analysts, is that ASEAN, after 
42 years in existence, is not 

a household name among 
its combined population of 
570 million in 10 member 
countries—Brunei Darussalam, 
Cambodia, Indonesia, Malaysia, 
Lao People’s Democratic 

Republic, Myanmar, Philippines, Singa-
pore, Thailand, and Viet Nam.

It is not only public recognition that has 
been a long time coming. ASEAN became 
a legal entity only last December when its 
new charter came into effect.

“It is not how old we are but how much 
we achieved in the past and will achieve in 
the future,” said Mr. Abhisit. 

Just a Talk Shop? 

ASEAN experienced two disappointing can-
cellations of summits in Thailand, one in 
December 2008 and another in April 2009, 
due to political unrest. Skeptics say such 
problems are part of a pattern that illus-
trates few past achievements and dim pros-
pects for the organization’s future.

“ASEAN policies have proven to be most-
ly rhetoric, rather than actual implementa-
tion,” said Pokpong Lawansiri, a Bangkok-
based independent analyst of ASEAN, in a 
commentary published widely at the time 
of the summit. “It has been noted that less 

Greater 
cooperation?

   ASEAN’s
New charter

Will

Bring

By John McLean
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than 50% of ASEAN agreements are actu-
ally implemented, while ASEAN holds more 
than 600 meetings annually.”

“This question is so silly,” said Rodolfo 
Severino, a former secretary-general of 
ASEAN, who heads the ASEAN Studies 
Centre at the Institute of Southeast Asian 
Studies in Singapore. “First of all, what is 
wrong with being a talk shop? Talking fre-
quently and regularly clarifies positions, 
forms valuable networks, leads to mutual 
understanding and often to peace and a 
measure of stability.”

Among ASEAN achievements cited by 
Severino is the conclusion at the summit 
of a free trade pact between ASEAN, Aus-
tralia, and New Zealand—which goes with 

similar agreements ASEAN has with the 
People’s Republic of China, Japan, and 
Republic of Korea.

“Another was clearing the way to inter-
national assistance to the victims of Cyclone 
Nargis in Myanmar,” he said. “Another was 
the cooperation among ASEAN members 
that stopped SARS in its tracks in 2003. 
Still another was leading the diplomatic 
resistance to the invasion and occupation 
by Viet Nam of Cambodia in the 1990s and 
the search for a political settlement that 
culminated in the 1991 agreement and the 
elections of 1993. And so on and so forth.”

Cooperation in security is one pillar on 
which ASEAN rests. Indonesia, Malaysia, 
Philippines, Singapore, and Thailand origi-
nally formed the group as a counterweight 
to communism in Southeast Asia.

Perhaps ASEAN’s most telling achieve-
ment is that countries once in the communist 
bloc—Cambodia, Lao People’s Democratic 
Republic, and Viet Nam—are now members.

Not Impressed

Mr. Pokpong is not impressed. “While 
ASEAN bureaucrats often credit ASEAN 
for having created peace in the region 
since its establishment, they forgot to ac-
knowledge that ASEAN stood still during 
the genocide in Cambodia, which then 
was not a member of ASEAN. Similarly, 

ASEAN allowed Indonesia to take ex-
treme measures against East Timor from 
1974 to 1999, when Jakarta then viewed 
it as a renegade province. The conflicts 
in Cambodia and East Timor claimed ap-
proximately 2 million and 102,800 lives, 
respectively,” he said.

Security challenges persist: internatio-
nal terrorism, the dispute over the Spratly 
Islands in the South China Sea, piracy in 
the Straits of Malacca, and the political 
confrontation in Myanmar. ASEAN has a 
counterterrorism pact, although it has yet 
to come into force and there are still flash 
points in the region. 

Indonesia, Malaysia, and Singapore 
cooperate in tackling piracy, and ASEAN 

has brokered an accord meant to prevent 
fighting over the Spratly Islands, although 
the conflicting territorial claims of Brunei 
Darussalam; People’s Republic of China; 
Malaysia; Philippines; Viet Nam; and 
Taipei,China remain. 

A political settlement in Myanmar is 
still elusive, not least because of the re-
luctance of ASEAN members to meddle in 
each other’s internal affairs, said analysts.

Another ASEAN pillar is economic 
cooperation. In 2006, according to ASEAN 
figures, the group had a combined gross do-
mestic product of almost $1.1 billion and 
the value of its trade was about $1.4 billion.

People Centered

The group has stated that it intends to be-
come a European Union–style economic 
community by 2015 (although without a 
common currency). The idea is that great-
er trade and investment among members 
will make them less vulnerable individu-
ally to the vicissitudes of the global econ-
omy. However, the diversity of the econo-
mies in the region—rich and poor, big and 
small—is an obstacle. 

The establishment of an ASEAN Free 
Trade Area means tariffs on intra-regional 
trade have been falling, but trade is still 
constrained by nontariff barriers.

Of more immediate concern is the 

global economic crisis. The summit endorsed 
the expansion of a currency-swap arrange-
ment under which ASEAN members can 
borrow to prevent liquidity drying up in 
the event of a foreign-currency shortage. 
Apart from this, the meeting confined 
itself to discussions about speeding up 
regional integration, resisting protection-
ism, and reforming the international finan-
cial system.

The new charter calls for ASEAN “to 
be a more rules-based, effective and 
people-centered organization.” But in a 
region so diverse—politically, economi-
cally, and socially—it is difficult to make 
rules that individual countries, protective 
of their sovereignty, will respect. This, 

skeptics say, limits ASEAN’s effective-
ness and keeps it remote from its people.

“As ASEAN claims itself to be a 
‘people-oriented’ body, it surely must 
finally get it together and implement its 
policies and ensure that ASEAN will be 
able to respond to the needs of its peoples 
on issues such as democracy and human 
rights, if it wants to change its image as a 
relevant organization to the people it says 
it wants to serve,” said Mr. Pokpong.

Mr. Severino scoffs at the notion that 
ASEAN is irrelevant, but recognizes that the 
group still has work to do. “ASEAN might do 
a better job of informing the public about 
itself and what it is doing. It could also carry 
out its commitments to regional economic 
integration and closer cooperation on envi-
ronmental protection, contagious diseases, 
and transnational crime,” he said. 

“ASEAN could integrate the regional 
economy more deeply,” Mr. Severino con-
tinued. “It could also take more forthright 
positions on the global economic crisis 
that is none of its fault but is deeply af-
fecting it.”

At 42, ASEAN still has a lot to do. l

John McLean is a journalist and broadcaster 
based in the Philippines. He has covered Asian 
affairs for 27 years for various international 
media, including the BBC and The Economist.

JoiNiNG HANDS  ASEAN heads of state hope symbolism leads to strong relations.
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By Anthony Rowley

Asian Aerospace
Preparing For

Takeoff

24

One great achievement of postwar 
European economic cooperation 
(apart from the launch of the 
euro) has been the formation of 

Airbus Industrie as a successful challenger 
to former United States domination of the 
aerospace industry. Could a pan-Asian aero-
space consortium prove equally successful 
in forging industrial cooperation in this 
part of the world and as a means to further 
regional economic development?

Seven years ago, the Governor of Tokyo, 
Shintaro Ishihara, sought to launch a Japan-
led Asian consortium that would produce 
medium-sized passenger jets initially and 
then go on to greater things later. The idea 
never got off the ground as such, but Japan 
has launched a national project in which a 
consortium led by Mitsubishi Heavy Indus-
tries (MHI) in Nagoya will build regional 
jets to compete in global aviation markets.

Meanwhile, the People’s Republic of 
China (PRC) has reached a somewhat more 
advanced stage than Japan with its version 
of a regional jet aircraft. Parallel develop-
ment of aerospace technology in the two 
countries is likely to add to the region’s 
overall capabilities, through competition 
and eventual cooperation, to judge from 
the European experience. Moreover, the 

benefits of aerospace ventures in helping 
foster wider regional cooperation could be 
many.

For example, such projects represent 
the kind of long-term investments that Asia 
needs to make now as it is forced to shift 
its focus from supplying manufactured ex-
ports to North America and Europe toward 
domestically and regionally targeted capital 
goods. There is also the chance that more 
countries (such as the Republic of Korea, 
Indonesia, and others with an existing aero-
space capability) could become involved as 
suppliers to the Japanese or Chinese region-
al jet ventures. In addition, the availability 
of regional jets able to link Asian countries 
more effectively across borders could help 
regional development indirectly.

The European Union and its predeces-
sor, the European Economic Community, 
came into being as a result of similarly lim-
ited initiatives—the early iron and steel 
and then atomic energy communities, 
for example, as well as the Airbus project 
itself—rather than through an all-embracing 
economic and political union. In this sense, 
the Japanese and Chinese aerospace proj-
ects can be seen as a prospective catalyst 
for wider regional industrial and economic 
cooperation within Asia.

The debut of the Mitsubishi Regional 
Jet or MRJ—a “family” of 70–90 seat, short- 
to medium-range regional jet airliners—is 
scheduled to take place in 2013, at around 
the same time that the PRC’s own Asian 
Regional Jet or ARJ-21 (which already had 
its maiden test flight while the MRJ is still 
in the development stage) goes into produc-
tion.

International Competition

The two will be competing for airline markets 
in and beyond Asia, and this may appear to 
fly against the idea of a pan-Asian aerospace 
consortium being formed, along the lines of 
Airbus Industrie. But for Asia to achieve an 
aerospace via separate national initiatives is 
not necessarily out of keeping with the idea 
of launching a regional consortium eventually.

Airbus was formed in 1970 as a consor-
tium of France’s Aerospatiale and Deutsche 
Airbus, a group of leading German aircraft 
manufacturers. Shortly after, Spain’s Cons-
trucciones Aeronauticas SA (CASA) joined 
the consortium and in 1974 Airbus Indus-
trie moved its headquarters from Paris to 
Toulouse. British Aerospace joined Airbus 
Industrie in 1979 but all the partners oper-
ated initially as national companies.

BUSiNESS l Regional Cooperation and Integration
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Only in 2001 did Airbus become a single, 
fully integrated company. The European 
Aeronautic Defence and Space Company, 
a merger of French, German, and Spanish 
interests, acquired 80% of the shares and 
BAE Systems, the successor to British Aero-
space, 20%. In similar manner, Japanese and 
Chinese aerospace entities could form the 
core of an Asian consortium, with which the 
aerospace interests of other countries in the 
region could be joined in time.

So far, only one other Asian player—
Aerospace Industrial Development Corpora-
tion of Taipei,China—has been brought into 
the Japanese venture as a “primary partner” 
but various countries in this 
region are developing their 
own capability. As aerospace 
is an industry with multiple 
spin-off benefits, by way 
of technological innovation 
and promoting manufacture 
of high-tech products, aero-
space could become a potent 
way to advance Asian industrial develop-
ment, say people like Ishihara.

Asian Alliances

The Republic of Korea, Indonesia (whose 
former president J.P. Habibie was trained 
as an aero engineer), and Taipei,China have 
various aerospace capabilities, and national 
initiatives have been announced in other 
Asian nations from Malaysia to Myanmar. 
Ishihara believes that if these countries 
combine their capabilities and persuade 
their national airlines to buy aircraft from a 
regional consortium, Asia could emerge as a 
global competitor in aerospace.

The Japan Aerospace Exploration Agen-
cy has already decided to set up an aerospace 
research and development facility at Nagoya 
airport. This will support development and 
production of the MRJ. The local business 
community and prefectural authorities in 

Japan’s Greater Nagoya industrial heartland 
say the facility “will form the basis for build-
ing an aerospace industry that will one day 
play an important role in the region.”

The PRC’s entry into the regional 
jet market, meanwhile, has taken many 
years—decades, in fact—to achieve. The 
PRC first priced the Shanghai Y-10 (closely 
modeled on the Boeing 707) in the late 
1970s. After that, it got involved with 
McDonnell-Douglas in assembling MD-80 
jets in Shanghai. By the time the ARJ-21 
(for the 21st century) is in production, it 
will have taken some 35 years for the PRC 
to get airborne in civil aviation.

Japan and the PRC will not have the 
field to themselves in the global market 
for regional jet aircraft. Brazil’s Embraer 
ERJ planes are already carving out a sizable 
niche in the market—even Japan Airlines 
has begun using them on some domestic 
routes—while the CRJ series by Bombar-
dier of Canada are plying short-haul routes 
in many parts of the world. Also, Russia’s 
Antonov, Tupolev, and Sukhoi are planning 
to enter the market.

The competition in this fastest-growing 
sector of the civil aviation market is “very 
strong,” says Nobuo Toda, president of 
MHI’s partly owned subsidiary Mitsubishi 
Aircraft Corporation (MAC). But for Japan, 
with its strong engineering traditions, and 
for Mitsubishi, in particular, which built the 
“zero fighter” of World War II fame, aero-
space looks like a natural. The question is not 
so much why Japan should enter the industry 
now but why it has not done so before.

“The aircraft industry is very challeng-
ing,” says Toda. “To launch a project such as 
the MRJ, you have to have a certain level of 
technology, the manufacturing ability, and to 
be able to develop [an aircraft] at a cost and 
level of performance that is acceptable.”

“Another issue is whether you can secure 
a substantial amount of capital to make the 
initial investment possible,” he continued. 
“In Japan, this was one of the [factors] that 
was crucial to getting it started.”

Start-Up Costs

The cost in the case of the MRJ family of 
regional jets (which could eventually be 
extended to 150-seaters and beyond if the 
venture succeeds) will be 150–180 billion 
yen and will be borne by a group of share-
holders in MAC. These include parent com-
pany MHI, Toyota Motor Corporation, Mit-
subishi Corporation, and two other trading 
houses, Sumitomo Corporation and Mitsui 
and Company. 

These groups will provide a total of 
67.5% of the initial capitalization of 70 
billion yen for MAC. The Government of 
Japan will also be contributing part of the 
research and development costs.

Is MAC confident that the venture can 
succeed?” It is quite a challenge but this 
is not a business that we would go into if 
we were not confident that we could be 
successful,” the former aircraft engineer 
says. “We are confident, and the reason is 

that the regional jet that 
we will bring to market 
has a number of features 
that will make it very com-
petitive and, hopefully, well 
received.”

The MRJ makes ex-
tensive use of composite 
materials such as carbon 

fibers—a technology in which Japan has 
long excelled—and is thus lighter than 
other similar-sized aircraft, as well as being 
more fuel-efficient. It is quiet and relatively 
wide-bodied to give extra passenger comfort 
and a futuristic but pleasing aerodynamic 
appearance.

What about sectors of the civilian aircraft 
market other than regional jets? “We have 
not made any decisions, but in the future 
we would like to make other aircraft,” says 
the MAC president. 

Is the MRJ in line with Ishihara’s vi-
sion of Asian aerospace cooperation? “The 
governor applauds the program,” says Toda. 
“It has parallels to what the governor has 
articulated. We believe it is in line with what 
he is trying to do.” l

Anthony Rowley is the Tokyo correspondent of the 
Singapore Business Times and a field editor for 
Oxford Analytica.

BUT Will iT “FlY” AS AN iNDUSTRY?  The People’s Republic of China’s first homemade passenger
airliner, the mid-range ARJ-21, being unveiled at its assembly plant in a glitzy nationally televised ceremony in 
Shanghai, in December 2007.

The question is not so much why 
Japan should enter the industry now 

but why it has not done so before.



By Giovanni Capannelli

Over the past centuries, Asia and Europe have been the 
cradle of civilizations that have shaped the modern 
world and ways of life. But these two regions have also 
been ravaged by wars: their new discoveries and dyna-

mism were often channelled into violence and destruction. The 
same forces that created progress and innovations in many fields 
were also responsible for death.

In Europe, two consecutive generations were culled in two world 
wars; in the 20th century too many years were wasted fighting. Similarly 
in Asia, people have been struggling for many years and conflicts have 
not disappeared from the region yet. At last in Europe, common values 
began prevailing, and both economic and political integration became 
a reality. The story of the European Union (EU)—as it is now named 
after few changes—is a mixed one but, on balance, a positive one. This 
has convinced many persons in different parts of the world to consider it 
a good example of regionalism to be followed, even to be copied, at least 
in some principles and aspects of governance.

On the other hand, Asia is often cited as an economic miracle.  
No other region in the world was able to achieve such an extensive 
economic growth in such a short time. And most of the region’s 
members, especially in East Asia, are an integral part of the suc-
cess story. Today, scholars, entrepreneurs, and government officials 

ASiA and EURoPE
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agree on the idea of “factory Asia” or “Asia Inc.” where production 
processes of manufacturing goods are fragmented across the region, 
as large multinational corporations, together with local small and 
medium-sized enterprises, take part in an articulated regional divi-
sion of labor where each country has an important role to play.

Models of Regionalism

A comparison of the European and Asian approaches to regional-
ism finds different challenges, and some similar experiences. 

In general terms, the European model can be considered a very 
successful example of regional cooperation, which led to close eco-
nomic integration and a sharp reduction in the income gap among 
member countries. 

After the destruction and hardship caused by two world wars, 
Europeans realized the importance of collecting peace dividends 
by working together with regional neighbors to build up integrated 
economies and societies. They understood that sharing sovereignty 
with regional partners in certain areas can generate much higher 
benefits than acting as a sum of individual policies. The coopera-
tive game played by members of the EU has brought tremendous 
benefits to their economies and societies.

ASiA and EURoPE
Comparing Approaches to Regionalism
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Based on a legalistic approach to regional 
cooperation and encompassing the develop-
ment of strong regional institutions, the EU 
model was able to generate substantial eco-
nomic gains through the creation of a single 
market and a monetary union, and by close 
coordination among national authorities in 
several economic, political, and social issues.

At the same time, the Asian model is 
one following a much more pragmatic and 
flexible approach. As the postcolonial pe-
riod generated many modern Asian nations, 
regionalism and the idea of sovereignty 
sharing with regional neighbors are not an 
obvious priority for countries that need to 
build their national identities in the first 
place. 

Asia’s regional economic model is based 
on the transmission of industrial develop-
ment from more to less advanced countries 
in the region (the so-called flying-geese pat-
tern) and an open approach to nonregional 
members pursuing a simultaneous deepening 
of both regional and global interdependence. 
In Asia are market forces more than govern-
ments that have shaped regional economic 
integration. Treaties are usually short and 
meant to formalize de facto informal interac-
tions among members rather than introduc-
ing a complex set of binding rules and related 
sanctions, such as in Europe.

The triggering factor for enhancing 
regional cooperation in Asia during the last 
decade was the 1997–1998 financial crisis, 
combined with the problems experienced 
with multilateral institutions, in particular 
the disappointment with the way the In-
ternational Monetary Fund handled the 
crisis and the stalling of the World Trade 
Organization’s Doha Round. The perceived 
progress of regionalism elsewhere in the 
world played also a role. 

Based on the effort by regional au-
thorities to sustain market-led economic 
integration through cooperation initiatives, 

regionalism in Asia has a different nature 
from regionalism in Europe, also consider-
ing the much wider dispersion that Asia 
is facing in terms of levels of economic 
development, social structures, and political 
systems. Asia’s regionalism involves only few 
and lean institutions, with a limited power 
and mandate conferred by national authori-
ties to manage external shocks, internalize 
regional spillovers, and provide effective 
regional public goods. Asian regionalism is 
also based on a large number of subregional 
initiatives that provide a solid backbone to 
connect markets and people.

Another significant difference between 
regionalism in Europe and Asia regards 
the rules for membership. Entry rules in 
the EU are quite clear: democracy, market 
economy, and the complete reception in 
the national system of the body of EU laws 
and regulations (the acquis communautaire). 
Compliance to these rules can be checked 
and monitored in a fairly objective way. In 
the case of Asia, however, it is difficult to 
identify an unambiguous set of rules govern-
ing the issue of membership: the standard 
approach is that of case-by-case decisions 
taken ad hoc by political leaders. 

The Steps to Integration

EU economic integration included a customs 
union, a single market, and a common cur-
rency. After adopting a common trade policy, 
European countries agreed to the free move-
ment of goods, labor, and services, then pro-
gressively liberalized their capital accounts 
and started a close coordination of their 
monetary and exchange rate policies before 
introducing the euro in 1999. In Europe, the 
integration of production and trade occurred 
before, and as a precondition of the melding  
of financial markets and monetary policies. 

Today, the EU counts on an extensive 
institutional structure and a large regional 

bureaucracy. More than 60,000 eurobureau-
crats in Brussels and other European cities 
work for the Commission, the Council of 
Ministers, the Court of Justice, the Parlia-
ment, and many other common EU institu-
tions. Moreover, EU member countries en-
gage in close intergovernmental cooperation 
in foreign and security policies, as well as in 
justice and home affairs. The permanent 
delegations of EU members in Brussels are 
very large and strategically important exten-
sions of national government ministries 
and agencies. Eventually, Europe will move 
to closer social and political integration, 
although the process may still require some 
time before completion.

In contrast, Asia’s experience with eco-
nomic regionalism is based more on parallel 
than consecutive developments in the trade 
and finance areas. While regional trade 
policy cooperation has gained momentum 
during the last 5 to 6 years with the prolif-
eration of bilateral free trade agreements, 
cooperation in money and finance could not 
wait for the creation of a regional free trade 
area or a single market, as the Asian financial 
crisis of 1997–1998 created a need for closer 
cooperation. This crisis prompted the crea-
tion of the ASEAN+3 Finance Ministers 
Process and several related structures, such 
as the Chiang Mai Initiative and the Asian 
Bond Markets Initiative.

And while Asia lacks strong common 
institutions for regionalism and does not 
have a bureaucratic body to serve the region, 
Asian integration focuses on economic as-
pects with some social components but with 
no political ambitions, at least for now. To 
be sure, the Association of Southeast Asian 
Nations (ASEAN) has an advanced security 
dialogue with several Asian and non-Asian 
partners and covers social and cultural pil-
lars in addition to economic cooperation. 

But important regional players such as the 
People’s Republic of China (PRC), India, and 

ASiA
Functional Dimensions

Regional Cooperation Triggers
Cold war (external)
Asian Financial Crisis of 1997–1998
Regionalism elsewhere and failure of multilateral approach

Leadership
No single hegemonic power
Central role to be played by ASEAN
Increasing role of the People’s Republic of China and India 

Regional
Institutions

“Institution-lite”
Need for deepening and widening

Pillars 
Regional production networks
Finance sector and macroeconomic links 
Social and environmental issues

Modalities
Intergovernmental cooperation and policy dialogue
Few common institutions so far
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Japan are yet to start a concrete dialogue on 
regional cooperation with a vision, goals, and 
a concrete implementation plan, or road map. 
The East Asia Summit was created in 2005 to 
expand the membership of ASEAN+3 (PRC, 
Japan, and Republic of Korea), including 
Australia, India, and New Zealand. Although 
it remains to be seen what concrete initiatives  
this summit will introduce and 
how effective these initiatives 
will be, the membership of the 
East Asia Summit is interesting 
as it includes all major regional 
players and could potentially 
provide strong impetus to Asian 
integration beyond economic 
issues.

Learning from Crisis

Both Europe and Asia face quite difficult 
challenges, as their current priority is to 
articulate a response to the ongoing eco-
nomic crisis. This will likely happen through 
a combination of initiatives at the national, 
regional, and global levels. It is difficult 
to foresee how this global economic and 
financial turmoil will impact on regional 
cooperation and on the regional integration 
process. History teaches us that major steps 
in the direction of enhanced regionalism are 
typically taken as a reaction to shocks: the 
Second World War prompted the creation 
of the European Coal and Steel Community 
in 1951; the ASEAN+3 Finance Ministers 
Meeting was established in response to the 
1997–1998 financial crisis. 

Although a global crisis entails a global 
response, closer regional cooperation both 
in Asia and Europe may be necessary to 
increase the efficiency of action  globally. In 
Europe, countries need to harmonize their 
approaches to financial regulation and 
supervision; in Asia, they should start a 
dialogue in areas such as exchange rate and 

fiscal policies, which have been left behind in 
the cooperation agenda.

The two regions can also learn from 
each other. For example, Asia can internal-
ize some EU principles for governance. 
These include the combination of majority 
ruling and decisions that require consensus 
among all members, depending on the 

issue faced;  the bias—or positive dis-
crimination—introduced in favor of small 
countries and minorities in general, which 
is important to make regionalism relevant 
for all; the “subsidiarity” principle through 
which decisions are taken as much as pos-
sible at the lowest level of government 
and deferred to the higher level only when 
imposed by jurisdiction; and  the use of the 
open method of coordination, which allows 
member countries to agree on several ini-
tiatives for intergovernmental cooperation 
without legal constraints. 

In addition, Asia could be inspired from 
the proactive approach Europe followed in 
creating common institutions. Although 
Asia is not positioned for now to establish 
strong institutions for regional cooperation 
with a strong and unequivocal mandate 
to share a significant part of the members’ 
national sovereignty, much could be done to 
enhance Asia’s institutional capabilities for 
regionalism.

Europe, on the other hand, can learn 
important lessons from the Asian pattern of 
industrial development, which is based on the 
principles of pragmatism and flexibility, in-

cluding high flexibility of labor markets. Such 
model implies, in turn, a high degree of adapt-
ability as industries are being transferred from 
more to less advanced economies in the region. 
The other two aspects of the Asian approach 
that Europe should look at with interest are the 
emphasis placed on innovation and investment 
in research and development, which eventu-

ally brings advances in produc-
tivity and competitiveness, and 
the idea of “open regionalism,” 
or the idea of regionalism with 
the least discriminatory impact 
on nonmembers.

The EU is often offered 
as a textbook example to be 
followed by other regions, 
including Asia. But, while Asia 

can learn from the European experience, it 
makes little sense to emulate decisions and 
policies adopted by different institutions, 
in different regions and contexts. Asia must 
find its own path to greater cooperation and 
integration. As Europe had great visionaries 
such as Jean Monnet, Robert Schumann, 
and Altiero Spinelli, Asia needs its own 
champions for regionalism: individuals with 
great ideas who can inspire national leaders 
and make the region speak a more promi-
nent common voice in global forums.

While the global financial architecture is 
being reshaped by the ongoing economic cri-
sis, Asian regionalism has distinctive charac-
teristics that make it a partnership for shared 
prosperity not only among Asian countries 
but also with the rest of the world. Enhancing 
Asian economic dialogue and cooperation is 
an important step to shape and raise Asia’s 
profile in global institutions. l

Giovanni Capannelli is a senior economist in 
the Asian Development Bank’s Office of Re-
gional Economic Integration. He also teaches 
political economy of Asia-Europe relations at 
the Ateneo de Manila University.

Both Europe and Asia face quite 
difficult challenges, as their current 
priority is to articulate a response 

to the ongoing economic crisis.

EURoPE
Functional Dimensions

Regional Cooperation Triggers World wars (I and II) 
Long political debate

Leadership Based on the German–Franco alliance at its start
Functional role of small states

Regional Institutions Deep and wide

Pillars 
European communities
Foreign and security policies
Justice and home affairs

Modalities
Common institutions  
Open method of coordination
Intergovernmental cooperation
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Slum  TouriSm
By Jenny Forster

Slumdog	Millionaire	Puts				

The week before Slumdog Millionaire 
scooped the Oscars on 22 February, 
I found myself navigating the 
fetid drains and precarious lofts 

of Mumbai’s Dharavi slum. With an esti-
mated 1 million inhabitants, it is Asia’s 
largest slum—and the setting for parts of 
the film.

Replete with a mixture of First-World 
guilt, curiosity, and apprehension, I joined 
Reality Tours and Travel on its slum tour at 
the urging of friends in Mumbai. 
They said I would be surprised. 

Since the film was released 
internationally, participation in 
the tours has picked up by 25%, 
the tour operators say, despite the 
impact of both the global reces-
sion and the Mumbai bombings.

Little Resistance to the Tours

Englishman Chris Way, 34, got the idea 
to start the slum tours after working as a 
volunteer teaching English to children in 
Mumbai’s slums in 2002. He said he had 
taken a tour of the favelas in Brazil and 
been impressed; he thought a similar tour 
might work here and started the tours 
in early 2006, with his Indian partner, 
29-year-old Krishna Pujari.

Slum dwellers offered little resis-
tance to the tours from the beginning, 
Way says. They objected only to having 
their pictures taken. As a result, no 
photography is allowed. To offset any 
lingering resistance, the company oper-
ates a community center in the slum 
,providing English and computer lessons 
at a nominal fee.

	in	the	Spotlight
The tourism enterprise has received 

much more criticism from outside the 
slum. Jockin Arputham, the Mumbai-
based president of Shack/Slum Dwellers 
International (SDI), a grassroots organiza-
tion representing urban poor and home-
less in 20 countries in Asia, Africa, and 
Latin America and has received a $10 
million development grant from the Gates 
Foundation, lashed out at the operators, 
describing such tours as a “crime against 

poverty” and an affront to the dignity of 
slum dwellers. 

Mr. Arputham, who received the Ramon 
Magsaysay Award for International Peace 
and Understanding in 2000, himself lives 
in a slum. He said he had seen the adver-
tising billboards and the vehicles picking 
up the foreign tourists near the Taj Hotel 
and felt strongly that it was exploitative: 

“People are angry about this,” he said. 
“The people are living in very, very bad 
conditions with children running around 
naked, and foreigners are photographing 
this and trying to expose the poverty.”  

Way disputes this, saying his company 
runs the slum tours sensitively, for “social 
purposes.” At 400 rupees ($8), the 
half-day tours present an 
aspect of slum life 
which 

few are aware of—the sense of industry, com-
munity, and purpose. 

“We want as many people as possible 
to experience the area,” he said. “We want 
to show the positive side of the spirit of 
enterprise and hard work. The poverty 
and the conditions serve to enhance this 
spirit of survival.” 

David Smith, founder and president 
of the Boston-based nonprofit Affordable 
Housing Institute (AHI), which advises 

international organizations such 
as SDI on financing and has 
also received funding from the 
Gates Foundation, notes that 
taking a slum tour is a powerful 
experience for tourists. 

Mr. Smith said his 20-year 
career has seen him in many 
slums and describes the experi-

ence as “life changing,” especially his visit 
to Kibera, Nigeria’s largest slum, in 2005. 
“It took me weeks to internalize. I learn 
something each time I visit a slum.”

Depending on the season, 8–15 
tourists join the Dharavi tours each day in 
groups restricted to 6. Many recent tour 
participants have said that the Slumdog 
Millionaire film was what piqued their 
interest, Way said. 

A crime against poverty 
and an affront to the dignity 

of slum dwellers.
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Heartening and Heartbreaking

Our tour guide, Rakesh Das, began with 
an introduction that focused on the sense 
of community, the lack of crime compared 
with the city in general, and the coopera-
tion of different religious and communal 
groups, as well as the enterprise and vital-
ity evident everywhere.

We were also given a pep talk and 
warned that under no circumstances were 
we to show any form of disgust at what we 
might encounter, not to flinch from being 
touched, and at no time should we cover 
our mouths or noses. 

The last caveat—not to cover your 
mouth or nose—was definitely the most 
difficult. I found myself trapped in a sooty 
shack where aluminum cans were being 
smelted and toxic smoke was belching 
forth, waiting for streams of humanity 
and their cargo to pass through the narrow 
lane. I had to remind myself I was only 
exposed to the poisonous fumes for a few 
minutes, unlike the workers who toiled 
there year after year.

From the hand slaps and greetings that 
Rakesh received in every quarter, he was 
clearly a familiar and well-liked figure. 
The shopkeeper whose scrupulously neat 
shop was no bigger than a small bathroom 
and whose entire family lived behind the 
counter was happy and proud to show us 
what he had.  

The potters, leather workers, plastic 
recyclers, goldsmiths, piece-rate garment 
workers—shoulder to shoulder in their 
dark room piled high with cheap children’s 
shirts—are all distinct communities with 
their own histories and stories, some 
heartening, some heartbreaking. 

The common thread is that all these 
people have migrated here—often gen-
erations ago—from every corner of the 

subcontinent because there is work here, 
right here where they can live. 

Land in Mumbai is among the world’s 
most expensive. As a result, more than 
50% of Mumbaikars live in slums. Dharavi, 
a chaotic collection of settlements spread 
over 175 hectares (1.8 square kilometers) 
of swampy land, is literally sandwiched 
between Mumbai’s two main suburban 
railway lines, Western and Central 
Railway, the virtual lifelines of Mumbai, 
transporting thousands of workers from 
one end of the city to the other. 

The location in the heart of Mumbai is 
valuable and has been the object of many 
stalled redevelopment plans.

No Saggy Socks

According to The Economist magazine in 
December 2007, the land the settle-
ment occupies represents $10 billion in 
“dead capital.” But there is a thriving 
black market in real estate, and the 
shanties are traded, without title, at 
500,000 rupees. 

In industries that are both legal and 
illegal, people toil in horrific conditions. 
Many bring their entire families to Dhara-
vi, start their own businesses and even pay 
taxes. Some have become successful, even 
rich enough to buy condominiums in some 
of the few residential high-rises erected 
within the slum.

Most residents do their level best to 
ensure their children are educated in one 
of the several nongovernment organiza-
tion–sponsored schools in the slum or the 
government schools outside. Everywhere 
you go you see children, who have no run-
ning water in their huts and who have to 
share a communal toilet with hundreds 
of others, scrubbed and neatly dressed in 
their school uniforms. 

There are no saggy socks here, and 
their hair is combed or tied up in ribbons. 
They are eager to shake our hands and ask, 
“Hi, what is your name? Where do you 
come from?”

But schools are not enough, and all 
over the slum one can see groups of chil-
dren huddled in “tutor groups” around a 
female adult in a tiny front room. Others 
have to do almost a full day’s work—mak-
ing poppadoms or serving in the family chai 
shop—before their school shift starts in 
the afternoon. 

As Reality Tour’s sales pitch promises, 
the degree of industriousness evident in 
Dharavi does indeed challenge the com-
mon notion of a slum. Dharavi presents an 
entirely different reality: rather than just 
a shambolic collection of structures linked 
together under conditions that defy belief 
is a dynamism and energy that offer sur-
prises.

And the sense of community is also evi-
dent everywhere. The clay oven burns 24 
hours a day at one small bakery—nothing 
more than a blackened shanty—where the 
five staff on duty prepare meals for the next 
shift. They comprise Tamils, Muslims, and 
Maharashtran Hindus, showing that old 
animosities have waned since communal 
riots in 1992–1993 spread to the slums. 

“Poorism”

Anand Giridharadas, a columnist for the 
International Herald Tribune and the author 
of a forthcoming book about modern India, 
says the taboo against slum tours and what 
has been called “poorism” is misguided 
and dangerous.  

“One of the main reasons that poverty 
endures is a failure of empathy,” he said. 
“Those with the means to make a dif-
ference are far away, geographically and 
mentally; they have no idea what it would 
be like to be poor; they cannot imagine 
themselves in a poor person’s sandals.” 

“If there are ways to increase the 
number of people who feel, ‘my gosh, that 
could have been me,’ then I am all for it,” 
he continued. “We are simple creatures, 
and that epiphany often comes from star-
ing someone in the face, in a dank gully, 
not from reading an economic report.”

Mr. Giridharadas, who has twice 
toured Dharavi with Reality Tours, says 
the slum tour “is the furthest thing from 
exploitative. It opens a window into a 
world from which many of us have been 
carefully sheltered. If it changes the way 
we see things, it may do as much good for 
the slums as for us.” l

Jenny Forster is a Bangkok-based writer who has 
lived in Asia for 26 years but explores the region 
with “a newcomer’s curiosity.”

iS THAT YoUR FiNAl ANSWER?  While millions line up to see the movie, some residents of Dharavi—
Asia’s biggest slum—protest against Slumdog	Millionaire during a rally. 
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By 
Bruce 

Heilbuth

investors Save lives

Vaccine Bonds
and Make Money with

L ike her siblings, 10-month-old Naila 
Nur Fatimah, clad in a blue hijab, 
radiates good health. She has had 
the vaccinations recommended by 

local doctors, and her mother, Nur Isnaini, 
is grateful.

“I know vaccines boost their im-
mune system and help them stay 

healthy,” says the mother of three 
as she cuddles the angelic-faced 
infant at a health center in 
Bandung, Java. “Health is...
like capital for the children. 
With health they don’t just 
stay alive; they can do well 
at school and achieve their 
aspirations.”

This happy scenario is being 
repeated in many places across 

Asia and the developing world, 
but for millions of parents it is sadly 

not common enough. Every year, an 
estimated 24 million kids in develop-

ing nations miss out on vaccinations 
against common diseases, making 

them vulnerable to sickness, dis-
ability, and death, according to the 

Global Alliance for Vaccines and 
Immunisation (GAVI).

The net result is that some 
2.3 million die annually from 

easily preventable infections like 
diphtheria, pneumonia, diarrhea, 

and yellow fever, according to GAVI. 
Many more fall sick, miss school, and 

become part of the vicious cycle that links 
poor health and lack of education to a life 
of poverty. 

Concept Gaining Momentum

A prime reason for this tragic loss of human 
potential is a lack of steady long-term 
funding to allow developing countries to 
run programs to protect and improve kids’ 
health. But now vaccine bonds, a ground-
breaking investment concept gaining 
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momentum, are offering investors the 
chance to make a difference.

How do they work? At their simplest, 
bonds are long-term debt securities issued 
by governments and organizations offering 
fixed interest payments periodically for a 
period of more than a year. 

Vaccine bonds are slightly different; 
they have a more specific purpose and 
don’t require the involvement of invest-
ment banks. They’re issued by The Inter-
national Finance Facility for Immunisation 
(IFFIm), which raises funds specifically to 
support the work of GAVI. This alliance, 
in turn, is a public–private partnership 
that aims to immunize children in poor 
countries.

Proceeds from the sale of the bonds go 
to GAVI’s efforts to speed up health and 
immunization programs in the 72 poorest 
developing countries, based on a per cap-
ita income of less than $1,000, says GAVI 
spokesman Dan Thomas. The bonds are 
backed by the governments of France, Italy, 
Norway, South Africa, Spain, Sweden, and 
United Kingdom, which have pledged to 
contribute money for them over 20 years. 
With such support and virtually no risk, 
there is no downside, their creators insist.

A Grand Vision

Their aims are remarkable in scale and scope. 
IFFIm plans to raise $4 billion over the next 
decade to immunize 500 million people 
who would not otherwise be protected from 
diseases that no longer represent public 
health threats in richer nations.

Asian nations benefiting from the pro-
gram include Afghanistan, Armenia, Azerbai-
jan, Bangladesh, Cambodia, India, Indonesia, 
Democratic People’s Republic of Korea, Lao 
People’s Democratic Republic, Mongolia, 
Nepal, Pakistan, Sri Lanka, Sudan, Tajikistan, 
Ukraine, Uzbekistan, and Viet Nam.

The AAA-rated vaccine bonds offer 
investors the “deep inward satisfaction 
of knowing their money is being used for 
something extraordinarily worthwhile,” 
says IFFIm Chairman Alan Gil-
lespie. “Often when you see a 
picture of a child in a poor coun-
try you’re being asked to give a 
charity gift,” he says. “Ours is 
very much an investment propo-
sition.” 

Gillespie believes there’s almost limit-
less demand for highly rated bonds like 
these, and results bear him out. With the 
World Bank acting as its Treasury Man-
ager and managing its finances, IFFIm has 
raised more than $1.6 billion to support 
GAVI immunization programs since 2006. 

The scheme’s first foray into the capi-
tal markets in London in November that 
year raised $1 billion. They included not 

only institutional investors but celebrities 
like musicians-turned-activists Bono and 
Bob Geldof as well as Pope Benedict.

“The bonds are easy to understand, 
which may explain why demand in Europe 
has been strong,” Yoshiyuki Arima, the 
Tokyo-based senior financial officer of the 
World Bank said in a telephone interview. 
“The first global bond in Europe was 
placed in a wide area.”

Japanese Generosity

In no other location has demand for vaccine 
bonds been as strong as in Japan. IFFIm’s 
retail offering there last year raised the 

equivalent of $222.8 million and a second 
offering in February 2009  raised $429.0 
million equivalent—more than organizers 
expected. Both 2-year issues were arranged 
by Daiwa Securities. The bonds denominated 
in South African rand were bought mainly by 
investors aged 50 years and over, including 
men and women in equal numbers.

Why have Japanese investors been 
so supportive? Like GAVI and the World 

Bank, they are motivated by philanthropy, 
according to World Bank’s Yoshiyuki 
Arima. Despite the global financial crisis, 
the size of household assets in Japan is 
huge, he says. “[These investors] want a 
psychological as well as a steady financial 
return on regular commercial terms.” The 
bonds are generally pitched at the market 
rate at the time.

In Britain, too, interest is strong. In 
March and April 2009, the IFFIm bonds 
were made available to investors through a 
new Vaccine Investment individual savings 
account aiming to raise 50 million in sterling 
($70 million) for the GAVI effort. 

This arrangement has the added ad-
vantage of being tax-efficient, according 
to Britain’s Financial Secretary to the 
Treasury Stephen Timms. The minimum 
investment is 1,000 pounds ($1,400) and 
aims to provide a fixed return of 16.2%, 
together with the original capital repaid in 
full at the end of the fixed 5-year, 1-month 
term. This works out at 3% annual equiva-
lent rate per year.

Where the Money Goes

Funds raised by IFFIm not only help 
GAVI buy vaccines. They also go to buying 
bicycles to transport them, rehabilitating 
health clinics, training health workers, 
improving cold chains needed to store 
vaccines, and paying workers to immunize 
in remote areas. In this way the GAVI 
Alliance people hope the scheme will 
actually strengthen basic health services 
in poor countries in addition to supporting 
immunization efforts.

What of the future? The success and 
flexibility of vaccine bonds will herald 
other projects, predicts Alan Gillespie. 
For instance, the model could work for a 
clean-water bond whose proceeds give up-
front cash to build wells, pipes, and other 
infrastructure.

Ultimately while these bonds repre-
sent a sound investment, the payback in 
lives saved is immediate, and that—as ev-

eryone involved in their creation 
agrees—is what matters most.

At the Kotte Clinic Centre at 
Pittakotte in the Colombo District 
of Sri Lanka, Nalini Geethika 
smiles as she nurses her first 
child, 2-month-old Tarini Anu-

paja. “We’ll make sure he gets all the vac-
cines because they prevent sickness and 
we want our son to have a healthy, long 
life. Don’t all parents?” l

Bruce Heilbuth has worked as a journalist and 
foreign correspondent on four continents. For 
the best part of 10 years he was editor-in-chief 
of Reader’s Digest magazine’s Australasian and 
Asian-English editions.

Millions saved, and counting

An estimated 50 million kids had been 
immunized with the latest pentavalent 
vaccine (five antigens in one injection) 
in the world’s poorest countries by the 
end of 2008, according to the Global 
Alliance for Vaccines and Immunisation 
(GAVI). Since 2000, GAVI funds helped 
prevent an estimated 3.4 million deaths 
from vaccine-preventable diseases.

The GAVI Alliance provides vac-
cines against diphtheria, tetanus, per-
tussis combined with haemophilus in-
fluenzae–type B (Hib), and hepatitis B in 
the pentavalent. It also offers vaccines 
against measles, yellow fever, pneumo-
nia, meningitis, and rotavirus (diarrhea). 
The effort involves governments, the 
World Health Organization, United 
Nations Children’s Fund (UNICEF), 
the World Bank, the vaccine industry 
in industrialized and developing coun-
tries, research and technical agencies, 
nongovernment organizations, the Bill 
& Melinda Gates Foundation, and other 
private philanthropists.

The bonds represent a sound 
investment and the payback in 

lives saved is immediate
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By James Hutchison

Asia’s 
Development

The impact on economic and human 
development in the region is staggering. 
WHO estimates that in the decade up 
to 2015, preventable CVD, diabetes, and 
other illnesses like lung cancer from smok-
ing will cost the People’s Republic of China 
(PRC) a staggering $558 billion. India’s 
loss for the same period is estimated at 
$236 billion. 

“It is disastrous when a breadwinner is 
afflicted,” says Dr. Shetty, who serves some 
of India’s neediest heart patients. “The costs 
and loss of income throw the entire family 
into poverty.”

A Developing Country Epidemic

According to WHO, chronic diseases are by 
far the world’s biggest killers, and their impact 
is steadily growing with approximately 17 
million premature deaths yearly as a result 
of a global epidemic. One billion people 
worldwide are overweight, and that figure 
is expected to balloon to 1.5 billion by 2015 
without immediate action.

Contrary to the myth that these 
diseases are more common in wealthier 
nations, this epidemic causes more casual-
ties in low- and middle-income countries, 
where 80% of all chronic disease deaths 
occur, says WHO. Health experts and 
doctors who deal with this issue everyday 
do not need to know the numbers to see 
that chronic diseases are having a devas-
tating impact on the development of Asia’s 
people and economies.  

“When I operated in England, the 
average age of patients was 65,” explains 
Dr. Shetty. He now commonly sees Indians 
20 years younger crippled by the same heart 
disease, stroke, and diabetes. 

India Among the Hardest Hit

Dr. Cherian Varghese, a NCD expert 
with WHO, says in his home state of 
Kerala, India, time and again he has seen 
families driven into poverty by the death 
or crippling of wage earners through 
heart attack or stroke. 
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As Dr. Devi Shetty delicately stitch-
es a new valve into the heart of a 
poor laborer on an operating table 
at Bangalore’s Narayana Hruday-

alaya Heart Hospital, the renowned cardiac 
surgeon ponders an impending epidemic 
of heart disease in his country and other 
developing nations of the Asia and Pacific 
region.

Millions of Asians and Pacific islanders 
now have a deadly cluster of risk factors for 
the biggest chronic disease killers, cardio-
vascular diseases (CVD)—heart disease and 
stroke. Overweight from inactivity, fast-
food diets, high blood pressure from excess 
salt, and tobacco use, they have the same 
risk factors that clogged arteries in Western 
countries decades ago. 

In the World Health Organization’s 
(WHO) Western Pacific region, which en-
compasses 37 countries and areas, an estimated 
25,000 people die everyday from chronic 
noncommunicable diseases (NCD), with 
over 20,000 of these deaths in developing 
countries. 

the Heart of 
Hitting at
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WHO estimates, by 2010, 60% of the 
world’s heart patients will be Indians. This 
is partly because South Asians are more ge-
netically prone to heart disease, stroke, and 
diabetes than Europeans, say physicians 
who deal with the issue.

South Asia, not North America or 
European Union countries, now has the 
highest level of CVD globally. An insidi-
ous ailment that develops over a lifetime, 
it often goes undetected, culminating in a 
devastating heart attack or stroke. Accord-
ing to WHO, a similar health disaster is 
playing out from Fiji Islands to Pakistan, 
the Maldives to Bhutan.

Risk Factors

A small number of preventable risk factors 
cause the vast majority of cases of chronic 
diseases. Three of the most important are 
unhealthy diet, physical inactivity, and 
tobacco use.  

One in every three smokers in the world 
is a Chinese male. The majority of these 

smokers are of working age, and highly 
vulnerable to tobacco-related sickness and 
death, which will rob untold tens of mil-
lions of Chinese families of their only wage 
earner. 

Just two decades ago, it was unimagina-
ble that the leading cause of death among 
urban Chinese today would be CVD, with 
stroke rates higher than those of western 
countries. The National Nutrition and 
Health Survey 2002 discovered that around 
one in six Chinese has high blood pressure 
with only one quarter of them aware of 
their condition.

Although these grim statistics are partly 
due to an aging population, the main driv-
ing force behind Asia’s epidemic of chronic 
disease is as easy to see as the expanding 
waistlines across the region.    

Coronary artery disease is now the 
number one killer in countries such as the 
Philippines and Indonesia, according to 
WHO. In these countries, scarce public 
health care funds are spread even thinner 
by the double burden of battling communi-

cable diseases in tandem with these chronic 
illnesses. The prematurity of NCD deaths is 
an economic and development issue, as the 
age of breadwinners dying from CVD falls 
every year in the Asia and Pacific region. 

A Multigenerational Epidemic

A global epidemic of diabetes is also hitting 
Asia and the Pacific harder than anywhere 
else, according to WHO, which estimates 
cases in Asia will skyrocket by 90% in the 
next 20 years, with an expected 330 million 
affected. If these rising rates of diabetes are 
left unchecked, the region will soon be home 
to 61% of the world’s diabetics, with 100 
million cases in the PRC and India alone. 

Underfunded public health care sys-
tems are ill-prepared to deal with millions 
of new diabetics, a disease that affects 
every organ in the body, is a leading cause 
of CVD, and whose complications can 
include blindness and kidney failure. 
Diabetes is now the leading cause of limb 
amputation in Singapore.  
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A gathering pandemic of chronic disease is 
impoverishing millions of families and threatening 
the health care systems of developing countries
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Government health programs will be 
overwhelmed as untold millions of Asian 
children—overweight from junk food, sug-
ary soft drinks, and inactivity—make the 
epidemic multigenerational. The disease 
usually shows no symptoms until the damage 
has been done with catastrophic future con-
sequences for the four out of five diabetics in 
many Asian countries that go undiagnosed.

Prevention

The only good news is that although 
chronic diseases are the most common 
and costly health problems, they are also 
highly preventable. In the past, funding 
for major CVD prevention and control 
has been neglected say experts. But that 
must change as campaigns against chronic 
diseases will require the same marshaling 
of both financial and human resources 
that have been employed to combat 
communicable diseases such as malaria, 
polio, and HIV/AIDS, in order to prevail 
over this new threat to the region’s health 
and development goals. 

Mobilizing support for the prevention 
and control of chronic diseases in Asia’s 
developing countries will contribute to 
poverty reduction by improving the health 
and productivity of millions. 

According to WHO, governments need 
to invest in better disease surveillance and 
broad public health campaigns to encourage 
healthier living, and has proposed a bold new 
global goal: to reduce the projected trend of 
chronic disease death rates by 2% each year 

until 2015. This would prevent the deaths of 
36 million people due to chronic diseases in 
the next 10 years, the majority of them still 
in their productive years. 

WHO’s Dr. Gauden Galea points to 
a group of 7,000 residents of Da Quing, 
PRC, at high risk for diabetes, who cut their 
risk in half with a healthy diet and exercise 
program. A Finnish study showed that a 
modest loss of only 5 kilos over 4 years and 
regular exercise bestowed an impressive 
58% risk reduction in 7,000 men. 

Innovation will play a key role. Dr. 
Shetty and his colleagues have started 
the Yeshasvini Health Scheme, a health 
insurance plan for a few rupees a month 
that puts international quality care within 
reach of millions of farmers in the southern 
Indian state of Karnataka, sparing them 
catastrophic health costs. 

Dr. Shetty and his team also set up the 
Integrated Telecardiology and Telehealth 
Project, with the help of the Indian Space 
Research Organization, a telemedicine sys-
tem that has enabled hundreds of thousands 
of poor, rural Indians to consult cardiologists 
hundreds of kilometers away, saving them 
what is often a futile trip of several days.  

As Dr. Shetty points out, 95% of patients 
do not require surgery but treatment with 
medicines. He hopes to see the system even-
tually used as a preventative and educational 
tool and a model for the rest of Asia. 

In the past, countries such as the PRC 
and India have spent too little on health 
care; the former spends less than 1% of 
gross domestic product. Dr. Varghese and 

others see the current financial crisis as an 
opportunity to curb chronic diseases. 

As Asian governments plan to spend 
billions on infrastructure projects to stimu-
late spending, some of those resources 
could go to creating open spaces in densely 
populated areas—green spaces where peo-
ple can exercise—as well as improving local 
food production, processing, and labeling, 
especially encouraging farmers to grow 
locally better and more affordable produce. 

In addition, money could be invested 
in public education about disease risks and 
how to avoid them; screening programs; 
and updated, more accessible local health 
clinics offering affordable combination 
drug treatments. Any public information 
program would likely go hand-in-hand with 
a campaign to prohibit smoking in public 
places to curb secondhand smoke exposure. 
While some steps would require only mod-
est funding, all would be helpful weapons in 
the battle against chronic diseases.  

A WHO World Health Report exam-
ined the vast evidence-based knowledge 
about inexpensive and cost-effective 
measures to produce rapid health gains 
and for which the benefits far outweigh the 
costs. Examples include salt reduction in 
processed foods; improved school meals; 
and taxation of tobacco products, which is 
not only cost effective but also raises rev-
enues for governments for chronic disease-
prevention campaigns. 

Countries in the region can also 
learn from each other’s successes in the 
war against chronic diseases and support 
region-wide initiatives. Thailand enacted 
a model tobacco control program with 
effective law enforcement, bans on promo-
tion and smoking in public places, vending 
machines, health warnings on cigarette 
packages, and taxes from tobacco products 
devoted to anti-tobacco efforts and health 
promotion.

The Ministry of Health of the PRC, 
with the support of WHO, developed me-
dium- and long-term, high-level national 
plans for chronic disease prevention and 
control; many other countries have done 
the same. To achieve the WHO goal of 
saving 36 million lives from chronic dis-
eases in the next 10 years, all sectors— from 
government and private enterprises to civil 
societies and community-based organiza-
tions—must work together, explains Dr. 
Shigeru Omi, former WHO regional 
director for the Western Pacific. 

“This has to be a joint effort,” says Dr. 
Omi. “We know what to do, and we must 
do it now.” l

James Hutchison has been a special correspon-
dent for international editions of Reader’s 
Digest for more than 15 years. His work has 
appeared in over 30 major publications.

SUPER SiZE RiSK  A mother helps her son, a patient in the obesity treatment section of a Shanghai  hospital. 
Obesity-related ailments have skyrocketed in the People’s Republic of China as wealth has grown.
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A t the end of the day, Bangkok 
preschool teacher Nongkraan 
Mamoon sends a container of 
milk home with each child. She 

fears it may be the only thing a few of them 
will consume that evening.

Lately, some students have not been 
showing up because they don’t have the 10 
baht ($0.36) daily school fee. Nongkraan 
also thinks not having 5 baht for an ice 
cream from the trolley that rolls to a stop in 
front of the bright blue preschool around 2 
pm might be keeping some students away. 
Not being able to buy what others can 
makes them “feel different, unequal,” she 
says. And if they don’t come to preschool, 
she worries they will go out into Bangkok’s 
streets picking through garbage.

Nongkraan teaches in a two-room 
preschool on a corner of Bangkok’s major 
garbage dump. The students are mostly 
children of garbage pickers and factory 
workers. These are not good days for either. 

The situation of the garbage pickers is 
not officially monitored. But between the 
food and fuel crises of 2007–2008 and now 
the economic crisis, people are tossing out 
less refuse. Or they are selling it themselves, 
leaving less for the garbage pickers to find. 
While their tough lives have become even 
tougher, their ranks may begin swelling 
before long: Nongkraan says she took 
on about 20 new students last year who 
migrated with parents from northern areas 
where farming had become too costly and 
who came to Bangkok looking for factory 
work.

In the East Asia and the Pacific region, 
the impact of the various crises so far has 
been devastating, and years of progress 
in poverty alleviation, child survival, and 
education attainment are in peril. 

The Brink of Survival

An economic crisis can be extremely 
harmful for children well beyond the crisis 
period. According to an expert at a January 
gathering in Singapore on the topic, when 
children begin and end their day without 
proper nutrition, or miss vital vaccinations, 
or are taken out of school to work, or cannot 
afford the books and pencils or even the 
ride to school, their long-term potential, as 
well as their country’s economic and social 
development, suffers. 

This was a lesson made clear after the 
Asian financial crisis of 1997–1998. It 
was also a focus for the recent gathering 
of policy makers, academics, and agency 
experts in Singapore who made the case 

to sustain or expand social spending on 
vulnerable groups, with the support of the 
United Nations Children’s Fund (UNI-
CEF), the Lee Kuan Yew School of Public 
Policy (National University of Singapore), 
and the Singaporean Ministry of Foreign 
Affairs. 

It was also an issue brought out during 
an assembly of government officials and 
representatives of employers and workers 
that the International Labour Organization 
(ILO) organized in February in Manila to 
stress the importance of coherent policies 
for economic growth and decent work. Both 
meetings presented analysis of the impacts 
of the previous Asian financial crisis. 

What is typically the first casualty of a 
crisis, as Nongkraan has noticed among her 
preschool students, are family meals, with 
an increase in children eating little, if any, of 
the nutrients they need for good cognitive 
development because parents buy less food 
or certainly less healthy food. 

Poor families in Asia generally spend 
40%–60% of their income on food, accord-
ing to a UNICEF report on the impact 
of the food and economic crises on child 
health and nutrition, which also warned 
that a 20% increase in food prices is enough 
to push poor families “to the brink of sur-
vival.” In most countries of Southeast Asia 
and the Pacific, reported the researchers, 
price increase of food consumed by people 
who were poor in 2008 was greater than 
10%. 

Poor nutrition can wreak havoc on a 
young child’s development. Stunting, or 
low height for age, is caused by long-term 
insufficient nutrient intake and frequent 

infections. Stunting generally occurs before 
age 2, and its effects, which include delayed 
motor development, impaired cognitive 
function, and poor school performance, are 
largely irreversible, says UNICEF. 

Wasting, or low weight for height, is 
a strong predicator of mortality among 
children younger than 5 years. And it is 
usually the result of acute food shortage 
or disease. The World Bank estimates that 
44 million more children globally became 
malnourished since the food and fuel crises 
peaked in early 2008.

As a recession began squeezing the 
world economy, UNICEF researchers 
were estimating that unaddressed impacts 
from the food and fuel crises could increase 
prevalence of low birth weight by 5%–10% 
in Southeast Asia and the Pacific. As well, 
rates of childhood stunting (already high in 
this region) could rise by 3%–7% and wast-
ing by 8%–16%. 

With 28% of children younger than 5 
years already underweight, the region is 
far behind its United Nations Millennium 
Development Goal of reducing hunger. 
The crisis will certainly impede already 
struggling efforts to reach that hunger-
reduction goal. 

Forced to Drop Out

The crisis impacts also may reverse tremen-
dous gains in mortality among children 
younger than 5. According to UNICEF’s 
research (conducted just as the current 
global recession set in), the mortality rate 
in severely affected countries of Southeast 
Asia and the Pacific could increase by an 

THEY loVE ScHool, BAHT...   Bangkok preschool teacher Nongkraan Mamoon has seen some children 
not showing up for school because their families don’t have the small daily school fee.
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estimated 3%–11%. A major contributor to 
those gains was immunization campaigns, 
such as measles, buoyed by large invest-
ments from outside sources. 

“Unless countries can maintain or 
increase their immunization programs, 
including routine vaccinations, we will 
see an increase in preventable childhood 
diseases and mortality,” cautions Basil Ro-
driques, UNICEF child survival regional 
adviser based in Bangkok. Only a few years 
ago, polio was reintroduced in Indonesia 
(because of importation through carriers 
from an affected country far away) among 
children not properly immunized, he says. 

The UNICEF research noted that, left 
without a social protection system to cling 
to during the previous financial crisis, many 
families in the region were unable to keep 
up their otherwise “strong cultural com-
mitment to education and many children 
ultimately were forced to drop out of 
school.” Secondary school enrollment, for 
instance, dropped by 11% in Indonesia and 
by 8% in the Philippines. Dropout rates also 
sharply increased in the Republic of Korea.

A drop in enrollment rates and a rise in 
child labor after the previous crisis struck 
were also seen among 10–14 year olds in the 
Philippines, according to an ILO report on 
The East Asian Crisis and Child Labor in the 
Philippines.

Although both UNICEF and the ILO 
say it is too soon to see any enrollment 
disturbances, IRIN News reported in 
December 2008 that rapid inflation and 
macroeconomic instability in Pakistan were 
already “forcing families to put children to 
work.”

The previous Asian crisis generated 
setbacks for poor children when govern-
ments took much-needed capital from 
social protection, say analysts. In Thailand, 
for example, the public health budget de-
clined by 9% and education by 6% in 1998 
compared to the previous year. Total public 
health expenditures in Indonesia fell by 
7% in 1998 and another 12% the following 
year, as the UNICEF research reported.  

The crisis also led to changes as a result 
of “bitter lessons,” as Dr. Sri Mulyani In-
drawati, Indonesia’s Minister of Finance, 
said during the UNICEF conference in 
Singapore, referring to the lack of adequate 
social protection systems in place before 
1997. “We had high economic development 
without social equity,” she said. And now, 
she added, “We do not want this crisis to 
disrupt our ambition to achieve the Millen-
nium Development Goals.”  

After the Asian financial crisis, many 
governments recognized the importance 
of social protection. For example, Thailand 
introduced greater unemployment benefits, 
pensions, universal health care, and un-
employment insurance. The Government 

of Thailand committed in 2008 to nearly 
doubling most of its per-child expenditure 
to help ease the burden of school expenses. 
The Republic of Korea extended coverage 
and benefits of its unemployment insur-
ance and its national pension program, 
and unified the country’s health insurance 
schemes.

Most governments in Asia have 
responded so far with social protection pro-
grams, such as food price controls, subsidies, 
cash handouts, food rations, school feeding 
programs, guaranteed compulsory education, 
or financial incentives for teacher education. 
Increasingly, stimulus packages are coming 
together to create employment opportunities 
and expand household purchasing power to 
drive domestic consumption. 

But inadequate coverage of the social 
protection programs is leaving many vul-
nerable people more vulnerable. According 
to UNICEF research, most countries in the 
region—including the poorest ones—have 
only limited coverage if they have a social 
protection program at all. And many pro-
grams are not prepared to cope with the 
“new poor”—the previous “near poor” who 
have been pushed back down into the mire 
of poverty. 

Even though the previous Asian financial 
crisis prompted a correcting of many mac-
roeconomic imbalances and financial weak-
nesses, some economies in the region remain 
more vulnerable than others. Some observers 
worry that a worsening global economy will 

eventually affect the recent ambitious com-
mitments on social budgeting. 

Many countries rely on new infra-
structure projects to uplift their economic 
recovery. But speakers at the UNICEF 
conference argued that scaling up social pro-
tection systems also can boost economies by 
funding jobs for teachers, health care work-
ers, child care workers, and social workers. 

Both the World Bank and the Asian 
Development Bank have set up a vulner-
ability fund for developed countries to 
help developing countries build up their 
safety nets, infrastructure, available finance 
for small enterprises and microfinance 
institutions, and even environmental com-
mitments, among other needs. Keeping 
parents productively employed, they rec-
ognize, helps protect a country’s resilience 
and the region’s poverty-reduction gains.

However, social protection should be 
more than alleviating poverty, warned Dr. 
June Kane, an independent expert on child 
protection, at the UNICEF conference in 
Singapore. “Which families opt to make 
their children work and which do not can-
not simply be attributed to poverty alone,” 
she said. Child labor is an economic and 
behavioral issue, “and the key is making sure 
we put in place incentives that influence 
behavior in the best interests of children.” l

Karen Emmons is a Bangkok-based journalist 
who has contributed to the International 
Herald Tribune and other publications.

KiD TAlK  Indonesian Minister of Finance, Sri Mulyani Indrawati, at a recent UNICEF conference in Singapore. 
Asian governments should invest in programs to protect millions of children likely to be hit hard by the global 
economic downturn despite budgetary constraints, a UN conference heard.
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Father Joe Maier has 
worked with some of 
Bangkok’s poorest residents 
for more than 35 years.
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”
“

In the sprawling Bangkok slum area 
where Father Joe Maier has worked 
for decades, his organization has often 
been called on to help people after 

fires devastated flimsy homes. And he 
often found many other aid organizations 
helping out as well.

“Everybody was there, passing out cans 
of sardines, school uniforms, pots and pans, 
but nobody was talking about the biggest 
problem: housing,” says Maier. “A dog 
can sleep in the streets, but people need 
a house. When we rebuild houses, all of a 
sudden people have a right to stay. They 
have a weapon to fight for their right to 
stay. Without a house, they have nothing.”

The organization he cofounded, the Hu-
man Development Foundation, has repaired, 
renovated, and built more than 10,000 
homes in Bangkok’s slums. Many of those 
were built immediately after devastating 
fires to preserve the residential claims of 
very poor residents. 

“We’ve been able over the years, by re-
building houses all over the place, to change 
the law,” said Maier. “The letter of the 
law is the same, but now people can fight 
and they can win. We get people back 
into their homes and the government lets 
them stay. That didn’t happen before.”

Maier and his organization do far more 
than housing, but the approach to the 
problem mirrors his philosophy toward de-
velopment in general: “There is no magic 
in what we do,” says Maier. “It’s just years 
of hard work in the slums.”

A Playful Spirit

Maier, who is known as Father Joe to the 
poorest of the poor and heads of state alike, 

came to Southeast Asia in 1967. Working in 
Bangkok, a remote Lao-speaking Catholic 
village in rural Northeast Thailand, and 
in northern Lao People’s Democratic 
Republic, he mastered the Thai, Lao, and 
H’mong languages. 

In 1972, Maier returned to Bangkok to 
live and work with a Catholic community 
of impoverished butchers who live near the 
pens of the slaughterhouse in the city’s 
Klong Toey slum area. There, in partner-
ship with Sister Maria Chantavarodom, he 
began the Human Development Founda-
tion to help people in the community. 

Maier’s playful spirit and energetic 
advocacy for the rights and needs of some 
of Bangkok’s poorest people made him a 
beloved figure in the community. Though 
his work began with Catholics in the area, 
he helps families of all faiths, without re-
gard to their religion. 

We Know Everybody

Today, the Human Development Founda-
tion has a staff of 330 people working in 
more than 30 of Bangkok’s poorest com-
munities, and 25 impoverished rural vil-
lages in southern Thailand. 

The foundation operates the Mercy 
Centre, which is home to about 170 aban-
doned, orphaned, and trafficked children, 
including children with HIV. The founda-
tion operates a school, a hospice for adults, 
and a vibrant legal aid center with repre-
sentatives that can be found in dozens of 
police stations around the city, represent-
ing the rights of children accused of crimes. 

The foundation’s 31 preschools, spread 
throughout Bangkok’s poorest communities, 
teach about 4,000 children. What started 

out as a simple initiative by a priest who 
wanted to make a difference has become a 
large development organization. 

The growth of the organization has had 
an impact on Maier. “What I love most is 
walking through the slums and I don’t get 
to do it enough anymore,” he says. ‘I get 
caught behind a computer these days.”

Though Maier does not get out into 
the slums as much as he would like, his 
organization—which has been operating 
in the community for more than three de-
cades—remains more ingrained than ever. 

“We have 40,000 alumni,” he says. 
“Our strength is that we know everybody 
and everybody knows us.”

Standing in the communal dining area 
of the Mercy Centre, as kids sit down to 
hearty meals of soup, vegetables, meat, 
and rice, Maier introduces an abandoned 
girl with HIV, who has been rescued, and 
her “sister”, a homeless blind girl who also 
lives at the center. 

“They both came here without a fam-
ily,” he says, as he jokes with the girls in Thai. 
“Now, they are like sisters. They needed 
a family and they found each other.” As 
he walks through the center, he recounts 
both uplifting and heartbreaking stories of 
the children taking shelter there. 

The activities of Maier and his organi-
zation look more like development work 
than what some might consider the tra-
ditional role of a priest. To that assertion, 
Maier responds: “To me, this is what every 
priest should be doing.” l

Floyd Whaley is senior editor of Development 
Asia and a contributor to Discovery Channel 
Magazine.

Hard Work
By Floyd Whaley

There is no magic in what we do. It’s just years of...

in the Slums
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ASiA BY NUMBERS l

Regional Trends
Japan Exports

“I don’t think we can know how much 
a consumer will spend eventually, and 
whether he wants to spend is not 
dependant on what kind of slogan 
we have. But it is really dependant 
on how much money he has in his 
pocket…” 

chinese Premier 
Wen Jiabao, 
interviewed by 
Financial	Times, 
February 
2009

“ASEAN is at 
the frontier of an 
economic battle 
and recovery… As 
the financial crisis 
deepens, the world will 
look towards our region for 
action and for confidence.”

Abhisit Vejjajiva, Prime Minister of 
Thailand at the Opening Ceremony of 
the 14th ASEAN Summit Cha-am/Hua 
Hin, February 2009

“The goal is to finance banks 
and guarantee credit for 
international trade...In rescuing 
national banking systems, it had 
an  unintentional consequence 
of neglecting the international 
businesses of those banks.” 

lord Mark Mallock-Brown, 
the British Minister for Africa, 
Asia and the United 
Nations, speaking 
at the opening of 
the G-20 Summit 
in London in 
April

oN THE REcoRD l

?Do more free 
time and less money 

make for more 
internet surfing? 

Source: Dept of Census and Statistics/Monetary Authority of Macau 130309

Jan
2005

Jan
2009

Jan
2007

6.24

8.65

3.92

3.69

In billion Macau Pataca
(US$1 = MOP7.99) 

10.43

Jan
2008

Jan
2006

Macau 
Gambling 
Revenue
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The World’s internet community

china Trade Balance

“They told you so...”

“In the process 
of national 
development, we 
have to balance 

the strengths of 
the ‘invisible hand’ 

of the market with 
the ‘visible hand’ of good 

governance.” 

Kishore Mahbubani, former 
Ambassador of Singapore to the 
UN and President of the UN 
Security Council, “The Yin and 
Yang of Development,”	The	Straits	
Times, February 2009 

“When the 
history of this 
period is written 
300 years from 
now, the end of 
the Cold War will 
not be the primary 
story. September 11th, 
Iraq and all that surrounds them will 
not be the first story. Rather, the first 
story will be the rise of Asia and all 
that it meant for people in Asia and all 
that it meant for the world system.”  

lawrence H. Summers, director 
of the National Economic Council for 
the Obama Administration and former 
US Secretary of Treasury, speaking at 
the Asia Society Hong kong Center 
Annual Dinner, September 2006

“I do believe that the future 
of civilization belongs to those 
who emphasize on working 
together instead of talking 
about clash of civilizations.”  

indian Prime Minister 
Manmohan 
Singh, 
interviewed 
by Charlie 
Rose in 
2006 (a few 
days before 
former US 
President 
George W. 
Bush’s visit)

As economic indicators plummet—exports continue to dive and trade balances to 
shrink; even gaming revenues in Macau have fallen from their highs of last year—Asians 
continue to use the internet in larger numbers than any group in the world, as these 
statistical snapshots of the region attest.

China Trade Balance

The World’s Internet Community



48

April 2009  l  Development Asia  

NEW PRoJEcTS l

AFGHANiSTAN

$570 million grant from ADB 
to rehabilitate and expand 
transmission and distribution 
in the main northeastern 
power system and to 
strengthen governance and 
security in the power sector

AZERBAiJAN

$300 million loan from the 
World Bank as additional 
financing for Highway II 
(Alat-Masalli) Project in 
Azerbaijan

TAJiKiSTAN

$54.8 million grant from 
ADB to upgrade switchyards 
at 3,000-MW Nurek 
Hydroelectric Power Plant, 
which plays a crucial role in 
the Central Asian Electricity 
Grid

KAZAKHSTAN

$296 million World Bank–
backed project to improve 
the quality of medical 
services and modernize 
the health care system

iNDiA

• $521 million credit from the 
International Development 
Association, the World Bank’s 
concessionary lending arm, for the 
prevention, diagnosis, and treatment 
of malaria, polio, and kala-azar, a 
potentially fatal parasitic disease 
transmitted by sand fly bites

• $400 million loan from the World 
Bank to the Power Grid Corporation 
of India for a project to increase 
power transmission capacity and 
efficiency

• $444 million assistance package from 
the World Bank to improve Orissa’s 
road network and agricultural tank 
systems, and provide credit for rural 
livelihood projects

cAlENDAR l

2–5 May 2009
42nd Annual Meeting of the Board of 
Governors of the Asian Development Bank
Venue: Bali, Indonesia
www.adb.org/Annualmeeting/2009
www.adbbali09.org

2 May 2009
ASEAN+3 Finance and central Bank 
Deputies’ Meeting (AFDM+3)
Venue: Bali, Indonesia
www.aseansec.org
 
3 May 2009
ASEAN+3 Finance Ministers’ Meeting 
(AFMM+3)
Venue: Bali, Indonesia
www.aseansec.org

11–14 May 2009
iNTERNATioNAl lABoUR 
oRGANiZATioN
Tripartite Meeting on Promoting Social 
Dialogue and Good industrial Relations 
from oil and Gas Exploration and 
Production to oil and Gas Distribution
Venue: ILO Headquarters
www.ilo.org/public/english/dialogue/sector/
sectors/oilgas.htm

11–14 May 2009
World oceans’ conference
Venue: Manado, Indonesia
www.woc2009.org

12–15 May 2009
FooD AND AGRicUlTURE 
oRGANiZATioN
Expert Meeting on the Risk Assessment of 
Microbiological Hazards in Food (JEMRA)
Venue: Geneva, Switzerland
www.fao.org/ag/agn/agns/meetings_en.asp

12–16 May 2009
29th ASEAN chief of Police conference 
(ASEANAPol)
Venue: Ha Noi, Viet Nam
www.aseansec.org

15 May 2009
coral Triangle initiative (cTi) Summit
Venue: Manado, Indonesia
www.cti-secretariat.net

18–22 May 2009
WATER ENGiNEERiNG AND 
DEVEloPMENT cENTRE (WEDc)
34th WEDc international conference—
Water, Sanitation and Hygiene: Sustainable 
Development and Multisectoral 
Approaches
Venue: United Nations Conference Centre, Addis 
Ababa, Ethiopia
www.wedcconference.co.uk/

24–25 May 2009
World Business Summit on climate 
change
Copenhagen Climate Council
www.copenhagenclimatecouncil.com
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BHUTAN

$234.5 million Green Power 
Development Project, which 
provides for the construction 
of the Dagachhu hydropower 
plant and rural electrification 
project, supported by ADB

ViET NAM

$110.4 million project to 
improve quantity and quality 
of Viet Nam’s commercial 
food crops, and provide 
alternative energy to 
households through biogas 
development, supported by a 
$95.0 million loan from ADB

iNDoNESiA

$110 million World Bank loan 
to fund a tax administration 
reform project

cAMBoDiA

$12.6 million grant from the 
European Commission, the Danish 
International Development 
Assistance, and the United 
Nations Industrial Development 
Organization to support a new 
program that removes trade 
barriers and improves the standard 
of exports

BANGlADESH

• $81.0 million World 
Bank–funded project to 
enhance the technical and 
institutional capacities of 
higher education institutions 

• 39.7 billion yen ($405 
million at ¥1.0 = $0.01) loan 
from Japan International 
Cooperation Agency to 
develop electric power and 
transport infrastructure

PEoPlE’S REPUBlic 
oF cHiNA

• $400 million loan from ADB 
to rebuild over 350 roads and 
bridges, and 12 schools in areas 
badly damaged by the magnitude 
8.0 earthquake last year

• $710 million emergency loan 
from the World Bank to support 
Wenchuan Earthquake Recovery 
Project in Sichuan and Gansu

PHiliPPiNES

• Carbon finance deal between 
Community Development Carbon 
Fund and Roxol Bioenergy Corp. 
for ethanol plant wastewater and 
methane gas recovery project in 
Negros Occidental

• $31.1 million loan from ADB to 
fund energy-efficiency project 
that will help save $100.0 million 
annually
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MUST-READ BooKS l

WARS, GUNS, 
AND VoTES
Democracy in Dangerous 
Places
By Paul Collier 
HarperCollins
3 February 2009

$26.99

Backed by economic and social sci-
ence research, Paul Collier argues 
for the peaceful development of the 

“bottom billion,” a term he uses to refer 
to the poorest countries of Africa, Latin 
America, and Asia. 

Collier is a professor of economics at 
Oxford University and the author of The 
Bottom Billion, which won the Lionel Gel-
ber Prize and the Arthur Ross Book Award 
of the Council on Foreign Relations. 

“His evidence-based approach is a 
worthwhile corrective to the assump-
tions about democracy that too often 
tend to dominate when Western policy 
makers talk about the bottom billion.” 
—Kenneth Roth (Human Rights Watch), 
Sunday Book Review, The New York Times.

THE AScENT 
oF MoNEY
A Financial History of 
the World
By Niall Ferguson
The Penguin Press
13 November 2008

$29.95

The latest opus by British historian 
Niall Ferguson traces key develop-
ments in finance within the context 

of world history, from its roots in Mesopo-
tamia to the new revolution driving the 
economies of the People’s Republic of 
China and India.

Ferguson is Laurence A. Tisch Profes-
sor of History at Harvard University, a 
Senior Research Fellow of Jesus College, 
Oxford University, and a Senior Fellow 
of the Hoover Institution at Stanford 
University. His books include bestsellers 
Paper and Iron, The House of Rothschild, The 
Pity of War, The Cash Nexus, Empire, and 
Colossus.

“(Ferguson) is at his strongest in his 
reading of the news. His story of what 
is happening today shows prescience, 
even if it is necessarily incomplete.” 
—The Economist.

“Ferguson takes us on an often 
enlightening and enjoyable spelunking 
tour through the underside of great 
events, a lesson in how the most suc-
cessful great powers have always been 
underpinned by smart money.” 
—Michael Hirsh, Sunday Book Review, 
The New York Times. l

imagining india
The Idea of a Nation 
Renewed
By Nandan Nilekani
Penguin Press
19 March 2009

$29.95

“(Collier) is destined to upset a lot of 
people when he asserts at the outset that 
democracy is bad news for the countries 
of the bottom billion—it usually ends 
in tears, not to mention grand larceny, 
murder, and even genocide. On closer ex-
amination, he argues that elections alone 
do not amount to a strong democracy. 
Without institutions that promote ac-
countability, they are too easily exploited 
by cynical, greedy elites.”—Misha Glenny, 
The Guardian. l

Infosys Technologies cofounder Nandan 
Nilekani believes that reform and 
innovation in the public sector are 

needed to transform India into a su-
perpower, not just economic progress.

“Mr. Nilekani turns to issues that are 
not yet on people’s minds, but should 
be. These include the side effects of 
development, such as the diseases of 
affluence (Indians will account for 60% 
of the world’s deaths from heart disease 
by 2010, according to some projec-
tions) and environmental degradation.” 
— The Economist 

“Like its subject, “Imagining India” 
is vast and complicated. Its more than 
500 pages contain a laundry list of 
topics, ranging from the influences of 
the British Raj, Nehru and Mahatma, 
Indira and Rajiv Gandhi to the intrica-
cies of caste, class, region, religion, fam-
ily planning, sanitation, urbanization, 
education, health care and information 
technology.”—Harry Hurt III, The New 
York Times. l
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FATAl 
MiScoNcEPTioN 
The Struggle to Control 
World Population 
By Matthew Connelly
Harvard University Press 
2008

$35.00

Matthew Connelly writes about popu-
lation control as the most ambi-
tious social engineering project of 

the 20th century. An associate professor of 
history at Columbia University, Connelly 
looks into the social costs of programs 
that sought to discourage migration and 
promote family planning through such 
extreme measures as sterilization. 

“Mr. Connelly’s most devastating critique 
of population control is not that it de-
stroyed lives, or was based on imperialist 

loRDS oF FiNANcE
The Bankers Who Broke 
the World
By Liaquat Ahamed
The Penguin Press
22 January 2009

$32.95

Liaquat Ahamed tells the story of four 
central bankers—Montagu Norman of 
the Bank of England, Émile Moreau 

of the Banque de France, Hjalmar Schacht 
of the Reichsbank, and Benjamin Strong of 
the Federal Reserve Bank of New York—
and how their decisions set the stage for 
the Great Depression in the 1930s. 

From his perch as a professional invest-
ment manager for 25 years, Ahamed offers 
insight into the global nature of financial 
crises. He currently advises several hedge 
fund groups, including the Rock Creek 
Group and the Rohatyn Group. He has 
degrees in economics from Harvard and 
Cambridge universities.

“A grand, sweeping narrative of immense 
scope and power, the book describes a 
world that long ago receded from memory: 
the West after World War I, a time of 
economic fragility, of bubbles followed by 
busts and of a cascading series of events 
that led to the Great Depression.”—Joe 
Nocera, Sunday Book Review, The New 
York Times.

“Ahamed does a superlative job of 
explaining the ever-germane way the prob-
lems of one shyster, one bank, one treasury 
or one economy can set off repercussions 
all around the globe.”—Janet Maslin, 
International Herald Tribune.

“The lessons to be gleaned are both 
spooky and reassuring, showing how today’s 
dynamics both do and don’t resemble 
what unfolded in that age of ocean lin-
ers and evening dress.”—James Pressley, 
Bloomberg News. l

ANiMAl SPiRiTS 
How Human Psychology 
Drives the Economy, 
and Why It Matters for 
Global Capitalism
By George A. Akerlof and 
Robert J. Shiller
Princeton University Press
1 February 2009

$24.95

Economists George Akerlof and Robert 
Shiller revive the idea of “animal 
spirits”—a term coined by John May-

nard Keynes—as the key to understanding 
the chaos in modern financial markets. 
They advocate that governments take an 
active role in managing the powerful forces 
of human psychology that drive the global 
economy.

Both men bring impressive credentials 
to their task: Akerlof is the Daniel E. 
Koshland Sr. Distinguished Professor of 
Economics at the University of California, 
Berkeley. He was awarded the 2001 Nobel 
Prize in economics.  Shiller, meanwhile, is 
the best-selling author of Irrational Exuber-
ance and The Subprime Solution, and the 
Arthur M. Okun Professor of Economics at 
Yale University.

“In their new book, two of the most 
creative and respected economic thinkers 

currently at work… argue that the key is 
to recover Keynes’s insight about ‘animal 
spirits’—the attitudes and ideas that guide 
economic action. The orthodoxy needs 
to be rebuilt, and bringing these psycho-
logical factors into the core of economics 
is the way to do it.... Economists will see 
it as a kind of manifesto.”—Clive Crook, 
Financial Times.

“Just in time for a 21st-century crisis, 
Messrs. Akerlof and Shiller aim to revive 
the true Keynesian legacy. Drawing broadly 
from social science, the authors provide 
their own ‘behavioral economic’ theory 
of the five key animal spirits that matter: 
confidence, fairness, corruption, stories we 
tell about ourselves, and ‘money illusion’, 
which means the extent to which one is 
fooled by inflation.”—Andrew Rosenblum, 
New York Observer. l

or eugenic ideas, but that it did not work.” 
—The Economist.

  “Passionate and troubling, this study 
by Columbia University historian Con-
nelly tells the story of the 20th-century 
international movement to control popula-
tion, which he sees as an oppressive move-
ment that failed to deliver the promised 
economic and environmental results.” 
—Publishers Weekly. l




