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1. Introduction
First of all, discussions on investment issues would presumably be quite depressing for many academicians in Indonesia, particularly at the University of Indonesia (UI).  Since the era of President Megawati (2001-2004) the investment climate in Indonesia compared to other ASEAN countries (Singapore, Thailand, and Malaysia) had been quite distressing.  And this condition still becomes a main problem for the Indonesian economy up to now.  As widely believed ‘Indonesia’s involvement in the WTO so far has shown promising results for the country’s economy, which is currently experiencing a de-industrialization process in nearly all sectors’ (the Jakarta Post, 7 July 2006, p. 7).  Despite various efforts to revitalize the country’s agricultural and industrial sectors, Indonesia still lags behind in terms of competitiveness and efficiency.  As a result, it would be difficult for Indonesian agricultural and industrial sectors to compete with those of other countries in East Asia. 

2. Some Points of the Asian Financial Crisis 

Obviously, Indonesia had suffered an enormous economic setback during the Asian crisis (1997-99).  Indonesia was the country that suffered most in the region.  Apart from the crisis, Indonesians also experienced socio-political instability as reflected in large demonstrations and riots. The impact of the crisis for Indonesia has then also increased the complexity of its political-economy in recent times. By the end of 1999, Indonesia had suffered from 36 million job losses. Eighty percent of Indonesian conglomerates and major private companies had gone to bankruptcy. More Indonesian-Chinese businessmen had left the country.  Large financial capital had also flown to Singapore, Malaysia, Thailand, Hong Kong, and China.  In sum, the economic problems also created other crises, including disorder and disruption of the rule of law.
 

Inevitably, the crisis has caused many governments in the Southeast Asia increasingly concerned about the devastating impacts of transnational financial movements. It could be argued that international trade has benefited the global economy, but that the benefits of ‘freedom of capital’s movements have not been adequately experienced by particularly major countries in the Southeast Asia. The cost of financial crisis for international economy, on the other hand, has been very obvious. Indeed, as many analysts have indicated, international financial history records recurring speculative manias, panics, and crises.
 Therefore, international finance, investment and investment cooperation should not be entirely dependent on the free market forces. Instead, some rules or mechanisms to regulate international capital movements in Asia in particular should be put in place.  In effects, four substantial actions have to be implemented consistently.  First, central banks in most Asian countries must be more active in regulating commercial banks and controlling their liquidity.  Second, good corporate governance must be enhanced.  Third, especially for Indonesia, there is a need for setting ‘friendly’ initiatives/regulations to help small businesses. Without such new rules, similar to the antitrust laws in the United States, resentments caused by the growing social gap between the rich and the poor could lead to radicalism and extremism. Finally, it is necessary to improve domestic political climate. This is a key factor required for creating democracy in every society. 

Politically, the global capitalist system is argued to have failed to develop sufficient protection in order to secure the success of the global economy, including the stability and the increasingly integrated of financial and investment systems. In most part of the world, state increasingly becomes an integral part of the capitalistic economy.  Many countries acquire economic and financial gains from this particular economy and adopt ‘the capitalistic model’. However, they fail to adjust their political systems with their success in economic development. Some developing countries, in particular, are still under authoritarian and to some extend repressive governments, and believe that this type of government could go hand in hand with the capitalist economic system.  In this respect, do we agree that the East Asian countries should have their own financial and investment model and system? Second, do we also believe that ‘the capitalistic model’ has no interest in shaping or influencing the financial and investment system in the East Asian countries?  Finally, do we believe that the financial and investment system or model could be built specifically for the East Asian countries’ own interest? I still believe however, that the globalization process in Asia has been driven by complex political forces. It is not sufficient, therefore, to look at economic, investment, and financial factors separately.

3. The Indonesian Case 

Changes in the investment environment and progress of investment cooperation inevitably have been determined by some variables that interconnected one to another.  In observing ‘the Indonesian case’, the way of this country in responding to the changes in the investment environment and investment cooperation with other regions (the East Asian countries) remain depends entirely on how she could overcome some issues, such as to create a stable foreign exchange, and to have ‘constructive action’ with the International Monetary Fund (IMF) and Japan Bank for International Cooperation (JBIC) in handling the Indonesian debt (data 2006, 700 million US$ to the JBIC, and 26.9 million US $ to the IMF). This huge amount of debt inevitably requires Indonesia to create ‘good relations’ with these two very influential international financial institutions. This would also presumably improve international and regional markets’ confidence in the Indonesian economy as she has a stable financial system.  Further, it is also important to create positive and conducive image in order to convince new investors that the country is promising and reliable for their investments.  

Indonesia should also give more attention to maintain the existing investors. The presumably better investment climate in other countries should be considered carefully, so that there would be no reason for them to relocate their investments to other countries. Nonetheless, the very tight competition between countries in Asia in order to lure more investors is inevitable. Issues of corruption, collusion, and nepotism in the Indonesian government bureaucracy remain problematic for Indonesia, particularly compared to other countries. Take example of time-length to renew the operation of investment license (the Jakarta Post, 12 July 2006). As a result, foreign investors view Indonesia as a high cost economy country of which is also well-known with its ‘red-typed bureaucracy’.  

In discussing the changes in investment environment and investment cooperation in Asia, Indonesia seems to have to encounter more challenges. Indonesia should prepare more intensively than other countries, and ready to cope with the worst impact of fluctuated global economic situation such as dramatic increase of oil price, and also unprecedented natural disasters at home recently.  Moreover, Indonesia should also re-define the role of state and market in coping with the intensification of international competition (the increasing of trade, investment, and business interests of China and India).  

This re-defining initiative is closely related to the ability of the Indonesian government to assess advantages and disadvantages of opening access to its domestic market. This means the Indonesian government must be able to eliminate obstacles that could undermine its domestic market.  This would also help the Indonesian government for not making its domestic market as a victim of globalization or ‘the globalist’ as the vulture investor.  In this regard, orientation and attention of the development in Indonesia should be aimed to enhance social and spiritual modality that would enable the country to cope with any challenges.  Obviously, in discussing the changes of investment environment and progress of investment cooperation, Indonesia still has to confront serious problems.  In addition, Indonesia with ASEAN in fact, has not been enough for her political and economic leverage vis-à-vis China, Japan, and South Korea (major countries in East Asia Region).         

4. The Importance of Non-Economic Factors
Although discussions on the investment environment change and investment cooperation are mostly concentrated on economic issues, but non-economic factors are in fact, not inseparable one.  If this view could not be accepted, thus the arbitrary division imposed by many economists is unwarranted and misleading. This could presumably raise serious methodological problems for the field of development economics. We are also forced to increasingly question values, concepts and definitions on the investment issues. Certainly, we should not fall into the trap of irrelevance, implicit bias, or straightforward ideological pleading.  Besides, the reality and the perception of the investment cooperation for example changes rapidly.  Secondly, what we see now is a world that competes to lure foreign investors and that is also acting as a neutral agent of capital and technological transfer which forms a highly oligopolistic world of transnational corporations (TNCs) possessing great commercial and economic power, and posing a challenge to national policy and economic independence of a given country.  Finally, as a result of business secrecy and partly owing to a lack of official scrutiny, most developed countries do not publish comprehensive information on their national corporations operating abroad.  It is very unfortunate also that Indonesia is still largely dependent on investments from developed countries, and not vise-versa. 

Considering about the changes of investment environment and investment cooperation in the East Asia, then the triangular relationship between China, Japan, and South Korea, should be considered very significant for the development of investment in the whole Asia region.  Indonesia certainly will be very much convenient if the changes of investment environment and investment cooperation in the East Asia could also include her as a new partner, and not as a new competitor.  

The development of investment environment and progress of investment cooperation in the East Asia seem to be ‘quite symmetrical relations’, and should be independent from the Western countries domination. This would be very helpful in order to act freely and embrace Indonesia, and she will convince that the investment cooperation is not the continuation of the Western interests in the East Asia region. Thus, a country like Indonesia will be much motivated, especially if the changes of investment environment and investment cooperation that are offered within the East Asia region also understand the complexity of Indonesia’s problems’ domestically.  

Nevertheless, the existence of Indonesia as a major country in the Southeast Asia should be seen as ‘an Asian close friend’, and ‘the Asian way’ must be inspired all policy makers in the East Asia region.  “We do not just help our Asian neighbor country, but we also have to ask Indonesia’ to be involved seriously and make any necessary changes to improve its investment procedure and policy – including the investment cooperation with the East Asian countries region.  This means that Indonesia should give priority and be prepared seriously to implement the investment cooperation in all sectors with the East Asian countries. 

5. Is China a threat?
Although economically and technologically, China, Japan, and South Korea are much more developed than ‘the fragile’ Indonesia, those countries should also close ‘the gap’ and allow the driving forces of globalization --- technology and information to be hand in hand by promoting policies that would reduce barriers. Joseph S. Nye (Project Syndicate, the US) seems quite worry with what has happened with the economy and technology tendency in China particularly.  He pointed out, although the US and Chinese economies are highly independent today, a rising power like China beset with internal inequality that turns to nationalism and challenges the dominant power, could provoke a war that turns back the progress of economic globalization.
 Moreover, Nye criticized the fragility of a flat and globalized world, reversal of the economic globalization that spreads technology and power, but it could also reinforcement of negative dimensions of military and ecological globalization, such as war, terror, climate change, and the spread of infectious diseases.
 Nevertheless, it is hoped that discussions on the investment change and investment cooperation should also consider some points that has been made by Joseph S. Nye, thus we are not going to see the flat world could become ‘a deadly game’. 

Furthermore, there are several points of dramatic effects that technology is having on the world economy, such as;

1. Distance is shrinking. 

2. Geographical barriers no longer provide easy protection. 

3. Manufacturing workers and high-tech professionals alike in Europe and America are being challenge by global competition.
 

4. Distance is far from dead. Even neighbors with low tariff barriers, like Canada and the United States, trade more internally than across borders.  Seattle and Vancouver are close geographically, but Vancouver trades more with distant Toronto than with nearby Seattle.
 

5. More people have access to information today than at any time in human history, and Non-state actors now have capabilities that were once limited to governments.
 

6. The nation-state is not about to be replaced as the dominant institution of world politics, but it will have to share the stage with more actors, including organizations like Oxfam, celebrities like Bono, and transnational terrorist networks like al-Qaeda.
 

7. However, the greater threat to a flat world is likely to come from the non-state and transnational forces that have been unleashed by the diffusion of technology.
 

6. Conclusion 

A. In mid-2006, the globalised world seemed more fragility than anyone expected.  Two main stream of indications (gigantic economic trend in China and India), and the intensification of terrorist activities mainly in the Middle East, and in the other countries (Mumbay Bombing in India, second week of July 2006) have occurred dramatically and all at once.  Unfortunately, the globalised world of economic and technology could not stop the latter tendency.

B. Discussion on the investment change and investment cooperation should also consider of what is going to be the minimum requirement, for example the model of economic and technology development by a given country that intends to join. 

C. Discussion should also come up with a specific formula of how the perception gap between academician and the government elites on some issues of globalization could be reconciled?
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