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than 10,000 Chinese were evacuated to the mainland; in 1998, China stood by pas-
sively, expressing its concern for the victims a couple of months later via diplomatic 
channels, while an unknown number of Chinese Indonesians chose to escape to 
neighbouring countries. 

The reasons for Beijing’s passive stance in 1998, according to Suryadinata, is 
that China wanted to ‘behave like a responsible major power’ and that it would 
have been against its national interests to confront Indonesia at that time. More 
specifically, he writes that China’s core national interest was to ‘gain acceptance 
in ASEAN in general, and in Indonesia in particular, as it still faced diplomatic 
isolation’ after the crackdown in Tiananmen Square in June 1989. This part of the 
analysis, in my view, is not as convincing as the rest of the book. One reason is 
that it is difficult, on the basis of the evidence presented in the chapter, to assess 
the severity of the threat to Chinese Indonesians. Suryadinata implies that the 
Chinese were intentionally targeted to deflect attention from other causes of the 
economic crisis that precipitated the riots. He also acknowledges that the Joint 
Fact-Finding Team set up after the riots did not find any proof of this. Both sides 
are probably able to find good arguments for their case. However, assume that 
the fact-finding team was right. How should Beijing react when overseas Chinese 
(who are no longer citizens of mainland China) are caught up in conflicts not 
specifically directed against them? Will it be necessary to explain non-interven-
tion in these cases with reference to ‘higher order national interests’? Or is it 
simply a reasonable policy choice for any nation in a globalised world? In the 
other examples of active intervention discussed in the book, it can be argued 
that the overseas Chinese groups were explicitly targeted by violent actions, or 
that the overseas Chinese groups included many Chinese citizens (for example, 
employees of Chinese enterprises in Libya and Yemen). This may have been the 
direct justification for active intervention.
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Asia is a region of economic miracles, and this festschrift for the esteemed devel-
opment economist Prema-Chandra Athukorala highlights a major driver of Asia’s 
success: globalisation. Economic progress in Asia cannot be separated from glo-
balisation’s role in industrialising the region’s agrarian economies. Most countries 
in Asia have, to varying degrees, embraced globalisation by opening up to foreign 
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direct investment (to stimulate markets and to transfer know-how) and facilitating 
the growth of export-oriented industries. 

Yet globalisation has also been blamed for creating political and social unrest. 
It is associated with the rise of Asia’s middle class and the concurrent stagnation 
of incomes among the lower and middle classes in developed countries. Over 
time, its influence has seen Asian countries vie with each other through policies 
to promote competitiveness, employment, and access to markets, while commit-
ments to regional or multilateral economic integration have introduced elements 
of global governance that can trump domestic political processes. All the above 
can create tensions that may lead to political instability or, worse, economic crises. 
Developing countries in Asia must therefore ‘manage’ globalisation if they are to 
continue using its forces to achieve inclusive prosperity. 

Combining cross-cutting themes and country-specific topics, this book offers a 
rich discussion of Asia’s experiences with globalisation. In recent years, economic 
growth has slowed in middle-income Asian countries, and anxious policymak-
ers have begun to wonder whether their fellow citizens will get old before they 
get rich. In chapter 4, James Riedel observes that real per-capita income growth 
in some newly high-middle-income countries—notably Malaysia and Thailand—
seems to have plateaued sooner than in some high-income countries. Aside from 
the diminishing marginal productivity of accumulating capital, Riedel discusses 
potential factors behind the growth slowdown. An inability to export sophisticated 
products is often associated with the level of income per capita, as suggested by 
Hausman, Hwang, and Rodrik (2007). Thailand’s export composition has become 
more capital intensive, following the path of Korea, yet its economic growth has 
slowed. In the context of economic development, it is not always what is being 
produced that matters but how it is produced (Lederman and Maloney 2012). 
Riedel also reminds us that growth can be hampered by interlinkages between 
bad policies and political rent-seeking, by the affection of Asian governments 
for wasteful megaprojects that often create relatively few jobs, and by political 
jockeying that preserves rent-seeking activities or the domination of incumbent 
firms over markets. 

BIES readers will be particularly interested in the book’s Indonesia-specific 
case studies. In chapter 17, Chris Manning and Raden Muhamad Purnagunawan 
examine whether the country’s steady economic recovery since the 1997–98 Asian 
financial crisis has been accompanied by a tightening of the labour market. They 
use the Lewis model of dual sectors—the modern and the traditional—to illustrate 
the dynamics of Indonesia’s labour market against the background of globalisation. 
The authors argue that the rate of decline in output and the employment share 
of agriculture in Indonesia is relatively low compared with that in other Asian 
countries. In other words, structural transformation in Indonesia is progressing 
more slowly than other Asian countries, partly due to a boom in agricultural com-
modities between 2005 and 2008. 

Manning and Purnagunawan also point out the weaknesses of Indonesia’s 
manufacturing sector when it comes to absorbing employment. Manufacturing 
is, in many ways, still important for helping income per capita to converge with 
that with higher incomes (Rodrik 2012). Unfortunately, Indonesia’s manufactur-
ing exports are facing fierce competition: manufacturers are facing constraints 
to upgrading product quality and are not as integrated with regional production 
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networks as those in neighbouring countries (Basri, Rahardja, and Fitrania 2016). 
Manning and Purnagunawan emphasise that Indonesia cannot afford to embrace 
globalisation while ignoring constraints to manufacturing competitiveness, 
as it did in the 1990s, if it wants to create more and better jobs. Yet questions 
remain. What will the next phase of industrialisation mean for labour demand in 
Indonesia? What has been the impact of globalisation and international competi-
tion on employment and labour demand in Indonesia? And is Indonesia’s labour 
force ready for more automation and technology in the workplace? 

In chapter 18, Hal Hill and Sam Hill provide an excellent survey of Indonesia’s 
development progress and challenges. They observe that Indonesian economic 
development has disappointed both pessimists and optimists. It disappoints pes-
simists because Indonesia has demonstrated solid economic growth since the 1970s 
and recovered rapidly from the financial and political crises of 1997–98. Indonesia’s 
prudential macroeconomic management and its ability to manage crises should 
yield lessons for other Asian countries. Conversely, Indonesia’s economic growth 
disappoints optimists because, for one, the country’s high levels of inequality 
are stifling socio-economic development. Stable macroeconomic policies and a 
solid fiscal position are important, but so are proactive policies to increase inclu-
sion in the delivery of public services such as health and education. Hill and Hill 
also highlight the role of technocrats in shaping Indonesia’s economic policies 
and institutional reforms since the 1970s. Institutional reforms like those led by 
Indonesia’s Ministry of Finance are likely to spread to other government agen-
cies and even to local governments. If only the authors had weighed in on the 
trade-off between, on the one hand, strengthening the supply side by addressing 
infrastructure constraints and, on the other, the effects of such a move on short-
term aggregate demand, consumption, and private investment. This balancing 
act warrants more discussion.

Sjamsu Rahardja
Yangon, Myanmar

© 2017 Sjamsu Rahardja 
http://dx.doi.org/10.1080/00074918.2017.1436388

Basri, Muhammad Chatib, Sjamsu Rahardja, and Syarifah Namira Fitrania. 2016. ‘Not a 
Trap, But Slow Transition? Indonesia’s Pursuit to High Income Status’. Asian Economic 
Papers 15 (2): 1–22.

Hausmann, Ricardo, Jason Hwang, and Dani Rodrik. 2007. ‘What You Export Matters’. 
Journal of Economic Growth 12 (1): 1–25. 

Lederman, Daniel, and William F. Maloney. 2012. Does What You Export Matter? In Search 
of Empirical Guidance for Industrial Policies. Washington, DC: World Bank.

Rodrik, Dani. 2012. ‘Unconditional Convergence in Manufacturing’. Quarterly Journal of 
Economics 128 (1): 165–204.

http://dx.doi.org/10.1080/00074918.2017.1436388

