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. This paper examines prospects for Indonesia’s economic recovery, with a view to stability of the

Habibie Administration and sustainability of its macro-economic policy.

. It is argued, contrary to popular stories, that Habibie’s ascendancy to presidency was not a

windfall. Habibie’s relationship with Suharto has been a delicate one long before his
resignation. During the political adversity Habibie was drafting policy alternatives, which his
inauguration immediately put into practice. On the other hand, it seems highly unlikely that
the ABRI Headquarters led by General Wiranto engineered the “coup d’état” in May so that
they are not hesitant to force Habibie out of the office whenever they want. Nevertheless,
Habibie’s power ultimately depends on the ABRI Headquarters; if Wiranto loses command,

Habibie is also out.

. Emergency plan of the Habibie Administration should be respected as it is bringing the

economy to the right direction: i.e., to stabilize exchange rate, revitalize the financial system and
provide security net for the poor. However, this pro-active budget passes the burden to the
future generation by augmenting already large overseas debts. It is expected that sporadic
return to austerity will make economic recovery a zigzag process. Whoever elected, the
President cannot escape constraints of the accumulated debts. For the economy to resume the
economic miracle, the Japanese Government, banks and trading houses are obliged to write off a

large proportion of their lending.

Students will never be the heroes of political change. Political maneuver for the next general
election in June has already been on the way. Dramatic turnaround in Golkar and PPP, both
repressed under the Suharto regime, may lead to confrontation between moderate and strict
Moslems. Economic recovery and democratic society will be promoted if the moderate wins.
However, the worst scenario cannot be rejected: small Islamic parties and the Prabowo Faction
in ABRI, left behind electoral participation, introduces martial law after provoking riots among

soldiers and students.
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