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Othiers, however, po/nted eut

inat t/7e coun tries tha t ha ve

fared best in the current crtiss

arfe those w/tfl the reSttliberai

(a/be/t weii-reguiated) trade

and investment regimes, suc/z

as Hong Kong, Singapere and

'aiwagn, Th.y suggested that

th, probiema ln Indonesia,

T'hattand and South Korea

have more to do w/th in-
complae liberal/zation andior

poor regula tory practices than

W/tf lberaiza t/on gene amok.

It was aise po/nted out tha t It

1$ a consistent tes ture of

economic cises that externat

scapegoats be found,

Whoether It 1$ the IMF, fore/gn

corrency specuis tors,

conserva t/vo econom/c

doctrines, or somethIng as
nebutous as globallzain t »

Tf/is k/nd ef reaction has

been seen not/ust ln

deveoping ecenomies, but

even In the Un/ted Sta tes

whlch has a tendency te turn

pro tection/st and Insu/ar

w/zen faced with domestic

ecenomiO prebiema.

tLESSONS FROM THE PAST
The Asian crisis has invited comparisons with prevîous episodes of major
economic crisis. Latin Ainerica and, to a lesser extent, Africa arc the most
obvious examples from the 70s and 80s. Others pointed to the parallels
with the more recent collapse of the Soviet Union. The siznilarities include
the ixnplied failure of a developinent model, and the need for widespread
restructuring of governmnent private-sector relations, corporate practices,
and the financial system as a whole.

Based on the work of the Inter-Arnerican Development Bank', there are a
number of possible lessons from, Latin Aznerica's «lost decade" of the 80s:
First, the need for safety nets to be given high priority and to be put in place
quickly. Second, the need to protect investinent in human capital ini affected
households, for examnple through income or consumapion transfers, to ensure
that families keep, children in school. Third, the mobilization of foreign
resources for social funds, especially at a tirne when line departmnents
responsible for social welfare are in disarray.

Social funds should be designed so tfiat they benefit those who are most
directly affected by the crisis. At the saine time, Uine departients; such as
health and education should be protected as far as possible froin governimerlt
spending cutbacks. Finally, govermunents should consider delaying the
removal of general subsidies on goods that are most intensely consumed by
the poor and which inake up a large portion of poor households' budgets.

RESPONDING TO THE.CRISIS: POLICY
DIRECTIONS
A number of bilateral aid packages have been assembled in response to the
social dimensions of the crisis, chiefly directed at Indonesia. A rough
comparison of selected aid packages, including assistance from Canada, is
shown in Annex A.

The Asian Development Bank has also approved or proposed social-sector
prograin lans for Thailand and Indonesia, similar to World Bank "social
funds" that were put i place for Latin Amnerica and Africa during the 80s
and early 90s. It would scem that the design of the ADB social funds has as


