
WHAT DID WE REALLY LEARN FROM THE 
1997-98 ASIAN DEBACLE? 

inancial globalization began to gain momentum following the debt 
crisis of the 1980s. In Southeast Asia, financial globalization took 
shape in particular ways. The region was less affected by the debt 

crisis than Latin America as Southeast Asian countries did not borrow 
international capital as heavily in the 1970s, and thus, were not as vul- 
nerable as Latin American countries were. Nonetheless, the mid-1980s in 
Southeast Asia saw three devaluations in Indonesia, a single devaluation 
in Thailand in 1994, and a depreciation of the Malaysian ringgit after the 

Plaza Accord of September 1985. These devaluations were accompanied 
by other clemcnts of domestic and international financial liberalization. 

In the early 1990s in Indonesia, it became easier for people to borrow di- 
rectly from foreign sources and for foreign banks to have offices outside 
Jakarta. This undermined the ability of the Indonesian central bank to 
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