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INTRODUCTION

Indonesiaiis once again in crigs. Since the downfdl of Soeharto in May 1998, palitica
infighting, legd pardyd's and economic Sagnation has led to great disillusonment indde
and outsde the country. The high idedls of reformasi have been abandoned and
democracy seems unable to ddiver even modest reforms. Al thisis symptomatic of the
sudden switch from an authoritarian to ademocratic regime. Countries do not change
regimes smoothly and quickly like acar changing gear. It ismore like agear change
without adutch, involving much noise, grinding and heet. To vary the andogy, the new
politicad architecture hasto graft onto exiging forma and informd inditutions.
Successul learning involves adaptation of behaviour to anew st of rules (inditutions);
unsuccessul learning means that rues cannot be agreed and conflict perssts. Hence,
whether change isimpaosed by coercion or accepted voluntarily, there must be
inditutiond learning on anationd scde.

Because Indonesia has for so long flip-flopped between authoritarian and
democratic modes, Indonesians have had to adapt to two very different kinds of palitica
system. By the measure of years, authoritarianiam has been the main tradition, democracy
the minor one. A crudd question istherefore the surviva and resilience of democratic
norms and inditutions under authoritarian regimes? Can democratic norms and
inditutions be learned under the tutelage of or in res stance to an authoritarian sate such
aslate-colonid Indonesia? Was the learning of the democratic 1950s able to survive
Guided Democracy and the New Order, or has democracy to be reinvented? Conversdly,
how anti-democratic were the authoritarian norms and ingtitutions of Guided Democracy
and the New Order?

Economic higtory gives some indght into these problems. Portrayed in the
amplest possble terms, Indonesaistrying to follow other nationsin achieving adouble
trangtion from poor to rich nation and from authoritarian to democratic rule. Sugtainable
socioeconomic devel opment demands indtitutiona and political development, but thereis
no coordinating nexus and no predetermined time path. Some countries seem to find the
double trangtion fairly Seedy and inevitable, but others Sruggle. Autocratic governments
like the New Order may suppress politica development, while democratic reforms may,
as now, be perceived to impede economic development. Development is therefore an
uncertain process of searching and learning, which at worst may go into reverse as one of
losing and forgetting. Indonesials 201" century, punctuated by crises and a sequence of
regime changes, was particularly unfavourable for achieving the double trangtion.

This paper begins by outlining the chdlenge of the double trangition, identifying
therole of inditutiond learning and rdaing it to palitics. Part |1 identifies the ‘flip-flop’
pattern of Indonesia's 20" century political and economic history and considersthe
extent to which adaptations to authoritarian and democratic modes proved functiond or
dysfunctiond inthelong run. Part 11 examines three important agpects of inditutiona
learning: legd reform, the role of the people (rakyat) and therole of the dite. The
conclusion draws out implications for the new democratic Indonesa



|. THE CHALLENGE OF THE DOUBLE TRANSITION?

Indonesa seeks to follow other countries in moving from the datus of underdeveloped
country (UDC) to deveoped country (DC). This involves a double trangtion, an
economic one from poor to rich and a political one from autocratic to democratic. These
two trandtions are sddom smultaneous Developmentad dates such as South Kores,
Tawan and Singgpore achieved the economic trandtion before the political one; others
auch as India and the Philippines have sudaned democracy without completing the
economic trandtion. The posshility adso aises tha countries may get duck in an
intermediate zone where lack of economic progress frustrates political reform and lack of
politica reform frudtrates economic progress. A smple matrix ishepful.

POOR (transition) RICH
AUTOCRATIC uDC Deveopment sate
(transition)
DEMOCRATIC | Poor democracy DC

This hollowed out matrix illustrates how countries like Indonesa could sruggle to escape
from the vas. A process of drcular frudration could lagt for quite a long time without
any dear outcome. There is no good theory to predict the time path, or to explan why
some countries ecape to achieve a double trandtion or is adle to predict how or when
others may do 0. Hidory is rationdisation after the event.

The chdlenge of the double trangtion can be conceptudised as one of complex
seach drategy. For each country, the trandtiond zone is largdy unmapped. The
experience of developed countries — and perhgps the failures of some other undeveloped
one — may be a rough guide but the socid and palitica terrain invariably differs Society
must somehow be led or conduct itsdf across its own terrain, idedly in the shortest time
and without extreme conflict or hardship. What makes the task so difficult and dow is
society rarely proceeds as a unit.  Even under authoritarian regimes, progress is modly in
groups and by smd| seps giving riseto dl kinds of tensons

Search drategy can therefore be reconceptudised as one of iterative socid
learning. By dudying the experience of other countries and through its own processes of
trid and eror, a socely must be able to rgect unviable paths and identify those offering
good long-term prospects. Ideologies are like virtud redlity glasses, whose vison mudt be
teted over actud ground. The essence of such socd leaning is conflict and its
resolution. In this way the experience of myriad andl and large groups is diffused and
gradudly formulated in rules These rules or inditutions embody socid knowledge, S0
that once unknown terrain begins to acquire recognised features and pathways. In this
way socd capitd is accumulaed, trandated into behaviour and eventudly embodied in
culture.

! This argument summarises Dick (2002b)



Politics are therefore fundamentd to socid learning as the main process by which
inditutions are negotiated, legitimised and vaidated. In the modern era of popular
sovereignty and republicaniam, it has been easier to creste nations and endow them with
a conditutional fagcade than to devedop politicd sydems that enjoy popular legitimacy
and dlow public choice In many naion-dates, democracy dill dSruggles agang the
much older tredition of authoritarianiam.

1. PERIODISATION AND INSTITUTIONAL ADAPTATION?

Indonesia's 20" century can be broken into the following periods of political and
economic change, with those of palitical and/or economic development initaics

Y ear Politics Economics

1901-20 Ethical Era Expansion and boom
1920-30 Reaction Expansion (after 1923)
1930-42 Represson Depression and recovery
1942-45 Occupation Catadirophic dedline
1945-49 Revolution Unevenrecovery

1950-57 Parliamentary Democracy  Rehabilitation
1957-66 Guided Democracy (1959)  Stagnation and dedline

1966-73 Modest reform Economic recovery
1974-98 Repression Rapid devel opment
1998- Democratisation Crigs and sagnetion

The key feature of this periodisation is thet in only one-third of the century did politica and
economic development coincide. For barely a decade, namely 1950-1957 and since 1999,
has the regime been democratic. Authoritarianism has been the dominant mode and, except
50 far for the current period, has ressserted itsdf after each period of democratic reforms.
The tentative democratic reforms of the Ethica period were hdted in the 1920s by
represson of the Naiondig movement and Communism. The genuine paliamentary
democracy of the early years dfter the transfer of sovereignty was shut down by the return to
the 1945 Condiitution and the experiment of Guided Democracy; and the palitica freedoms
of the early New Order were abandoned in the crackdown of 1974.

This ‘flip-flop’ sequence did not fadlitete inditutiond learning. As will be shown
in more detaill below, each regime change was accompanied by a good ded d reform and
inditutiond learning, but the benefits were not cumuldive In moving through the
trangtiond zone, socdieties need to converge upon some time pah. Only by narrowing
ogillagions can a consensud and sudainable equilibrium path be found. If the
oxillaions remain extreme, indgability will persds. As in some South American and
southern European ndions, authoritarian and democraic inditutions and behaviours can
coexis and mutudly frusrae each other for a long time without mechanisms of
resolution. Adgptation to authoritarian modes is not conducive to democratic Society.

2 This section is elaborated in Dick (2001)



Such modes may be imposed by violence, often by military rule, but ultimatey, as in the
cae of the New Order, do not retan popular support. The inditutions essentid to
democratic modes, however, take a long time to gain widespread acceptance and may be
ressted by authoritarian remnantsin the military, sate and big business.

The following sections identify in point form key features of each period, the crigs by which
it ended, and the heritage to the subseguent period(s) in terms of inditutiond learning.

Ethical Era

The Ethical erawas technocratic, capitdist and corporatist. State adminigtration expanded
enormoudy in Javaand was extended to the Outer 1dands (Lindblad 2002). A new
concern for popular welfare gave rise to policies that could be regarded as devel opmental
in terms of agriculture, infrastructure, education and hedth. Meanwhile Dutch capitd

sank deeper roots and enlisted the support of the Sate in consolidating Western capitd
market inditutions and the framework of Western commercid law, giving riseto a
colonia-gyle corporatism thet excluded |abour.

Indonesians began to be assmilated to modern, urban, westernised society. They
gained some access to higher education as ameans of entry to the state bureaucracy, but
were excdluded from the higher levels of the Binnenlands Bestuur (Sutherland 1979).
Representative advisory bodies were and introduced and helped Indonesians to absorb
democratic norms and begin to adapt to democratic inditutions with more enthusasm
than the Dutch had anticipated. Theintdlectud roots of Indonesian nationdism werein
Europe and, indirectly, the United States, where democracy was until the 1930s part of
enlightened modern nationhood. Democretic sociaism was more gppeding than Soviet-
gyle Communism. Moreover, the fact thet the Dutch hed withheld democracy from its
colonid possesson, while offering tokens such asthe Volksraad, madeit dl the more
desrable. Nationdigt leaders were wdl aware that the American colony of the
Philippines had older and more democratic indigenous representation and in 1935 granted
sf-government, while the as yet undivided British colony of India dso enjoyed
parliamentary inditutions that were more representative and had more clout than the
Volksraad.

Neverthdess theinditutiond heritage of the late-colonia erawas arepressve
bureaucratic Sate with broad powers of intervention in political and economic life
Bureaucratic power was congtrained only by the legal codes - which the bureaucracy
could amend - and the supervison of the colonid office in the Netherlands. Political
development hdted in the mid-1920s and nationdist leaders directed their energiesto
edtablishing a popular movement, which provoked repression from an increesangly
conservative colonid government. This unpopular colonid system meekly surrendered to
Japanes= invasion in early 1942.

Japanese occupation



Although only three and ahalf years in duration, the Japanese occupation (1942-45)
marked the turning point in Indonesia s 20™" century history by creating new politicd and
socid possihilities (Anderson 1972). Abovedl, it gave breath to the struggling
nationdis movement and infused it with the oxygen of Jgpanese ultra: nationdism
through relentless propaganda and more accessible primary and secondary education. At
this critical moment, the democratic impulse was difled by an even more vigorous and
malign authoritarianiam thenthe colonid sysem. Fird, the colonid Sate was greeily
grengthened. Indonesians moved a lagt into the dite middle and upper ranks and made
this gpparatus their own. At the same time, the Sate was extended down to the
neighbourhood leve in both village and town through the Jepanese control mechanism of
the tonarigumi (rukun tetangga or RT) (Sato 1994). Secondly, colonid-style corporatism,
which had applied only to the large-scale, capitalist sector, was redesigned adong
Jgpanese lines as an ingrument of generad economic mohilisation under bureaucratic
supervison. Thirdly, and most ominoudy, the Jgpanese created indigenous military
formationsingpired by the ideology of ultra- nationdism. Under the Jgpanese system,
itsdf greetly influenced by the Germant Prussan modd, the military were not an
ingrument of dvilian rule but equd partnersin the date, ultimately responsible only to

the emperor himsdf.

This Jgpanese heritage was embedded in the 1945 Condtitution and the Tentara
Nasiond Indonesia (TNI). In Indonesia, unlike the Philippines, the Japanese were not
militarily defeated but in August 1945 alowed contral of the date to passto nationd
leaders:® Thus Japanese ideologies of ultra-nationalism, authoritarianism and
corporatism were not rgjected but blended with European ideology in the legd organicist
or integraist tradition represented by Supomo (Reeve 1985, Bourchier 1996). Inthis
rather curious way, the authoritarian inditutions of the colonid state were rdegitimated
by ultra-nationdlism as foundations of the new Indonesan date. Democrdic inditutions
and checks and balances were not needed because the Sate was one family united by the
commondlties of the Pancadla, awise father as Presdent and atradition whereby
conflicts would be resolved by discusson (musyawarah) and consensus (mufakat ).

Independence and Revolution (transitional phase).

Thetragic revolutionary phase was decigive in two repects. Firdt, the 1945 Condtitution
s00n became embarrassing and obsolete. The internationa context changed dramaticaly
with the utter defeet of Germany and Japan and Indonesia s struggle for internationd
recognition of independence in the face of Dutch aggresson. Democratic credentias
were now essentia to success. Nationdist leaders could thereby demondrate to the world
that they were not compromised by wartime collaboration with occupying Jepan, asthe
Dutch charged Sukarno and Hatta, nor as socidigs likely to be swayed by Communist
propaganda. This was more than expediency. The Philippines and India both received

% This statement summarises avery complex situation. Formally, under Allied instructions, the Japanese
retained military control until Allied Forces could land and organise the repatriation of prisoners. In redlity,
very senior Japanese encouraged Indonesian leaders to declare independence and did not oppose their
taking over government. In some places Japanese positions were stormed by popular Indonesian forces
which then took over police functions aswell. See Anderson (1972).



independence as party democracies. Democracy, politica parties and afree presswere
the inditutions of adynamic postwar world and offered tremendous opportunities to
young, vigorous and educated | ndonesians who were suspicious and impatient of Sate
bureaucrats as collaborators with the Dutch and/or with the Japanese. Accordingly, in
October 1945 the Condtitution was amended by the Maklumat X provisonsto alow for
government by a prime minister and cabinet respongble to an ad hoc parliament (KNIP)
(Nasution 1992). Accompanying the transfer of sovereignty, in 1949/1950 anew
Provisond Condtitution cameinto force than enshrined democratic parliamentary
government.

The second way in which the Revolution was decisve was the establishment of
the military as a powerful component of the date. Under the Provisond Condtitution,
the military were subject to adivilian minigter of defence. Thiswas an uneasy and
sometimes voldile rdaionship (Feith 1962, Sundhaussen 1982). Demobilisation,
professondisation and regiond tensons created many flashpoints in disputes over
funding and accountability. Convinced that the Revolution has succeeded only because of
the military campaign, the Army chafed & civilian control. Nasution and others believed
that the military should be represented in cabinet and were well aware of the prewar
Japanese modd giving the military direct access to the Emperor.

Parliamentary democracy

In the absence of any prior experience of parliamentary democracy, the mechanics of the
eight years were impressive (Feith 1962). Cabinet governments were formed and
reformed by codition with genuine accountability to parliament. New laws were passed

to reform colonid adminigtrationand launch new nationd programs. The failluresand
exceses of governments were debated in parliament and the press. These processes were
conducted at the nationd, provincid and locd levels In 1955 nationd dections were

held, followed in 1958 by locd dections on a universa franchise induding both men and
women. Village headmen were aso dected. Politica parties opened branches and
campaigned down to the grassroots leve as miass palitica organisations.

Thefallings were not of mechanics but o policy. Popular expectations were
higher than the cgpacity of democratic governments to deliver in very condrained
circumstances (Dick 20029). First, collgpse of the Korean War boom in 1951 left
governments desperatdy short of revenue and foreign exchange, problems compounded
by an unbaanced tax system, an unredistic exchange rate, and worsening bureaucratic
corruption. Moreover, under the Round Table Agreements that preceded transfer of
sovereignty, the Dutch imposed a heavy burden of debt repayment and obliged Indonesia
to bear part of the cogts of running down the colonid establishment. Meanwhile
remaining Dutch avil sarvants were rductant to obey new masters, Dutch busnesses
defended old privileges, and Dutch New Guineawas not handed over. Secondly, tensons
between Java and the Outer Idands, exacerbated by the formation in 1950 of a unitary
date, proved difficult to resolve and in some cases required cogtly military intervention.



Thirdly, as mentioned, rifts within the military and betwean chiefs of g&f and dvilian
minigtersthat trandated into public dashes and even attempted coups, exacerbating the
growing sense of indahlity.

Neverthe ess, there was nothing inevitable about the end of parliamentary
democracy.* The system had lost credibility because of frequent changes of cabinet, their
inability to resolve intractable politica and economic problems, and worsening
corruption but it gill worked according to an agreed set of rules and there was no obvious
dternative. The Condtituent Assambly was reviewing the sysem and trying to forge an
intra- party consensus on a permanent democratic conditution to replace the provisond
one of 1950 (Nasution 1992). Unfortunately a series of events placed the system under
tremendous gtress. 1 n 1956 Vice- Presdent Hatta resgned, fatefully undermining the
nationa consensus between Javaand the Outer Idands, exposing Sukarno to anti-
Javanese hodtility, and removing any vice presidentid check on his more errdic actions.
Early in 1957 there followed the outbresk of the PRRI-Permesta rebellions in the Outer
Idands with dandestine backing from the United States and Britain. In March 1957 this
prompted President Sukarno to exercise his powersto declare a‘ state of war and sege
as abadisfor military action agang the rebdlions. In the same month he dismissed the
parliamentary Ali Sastroamidjojo government and gppointed a presdentia Working
Cabinet (Kabinet Karya) under Ir Djuanda.

At this point, parliamentary government was suspended but till under the 1950
Congtitution. The military achieved swift success againg the rebels, which could have
been expected to hagten the lifting of martid law. Sukarno's intentions were otherwise.
In February 1957 he had announced his Konseps for anew system of government thet
would involve a presdentia cabinet reporting to a parliament of ‘functiona groups. He
now had his cabinet and urged the Congtituent Assembly to adopt hisform of parliament.
Thisview found some support but did not preval. Once again, however, foreign pressure
undermined the democratic sysem. In November 1957, when the vote on the future of
Dutch New Guineaagain came to the United Nations Generd Assembly, the Dutch
remained intranggient, now with American support, and the vote was logt. On 30
November Sukarno narrowly survived an nation attempt, sugpected to have hed
American backing. The response was to ban Dutch flights and Dutch languege
newspapers and to call agenerd drike, which became a pretext for trade unionsto saize
Dutch assts throughout Indonesia

All these events forged a closer dliance between Sukarno and the Army (Lev
1966, Sundhaussen 1982). Under martid law Sukarno was at last exercising fulll
presdentia powers and rdishing his ability to control the course of events. Meanwhile
the Army was consolidating its palitica podition and, by taking control from trade unions
of saized Dutch assets, vastly expanding its economic resources. Nether party wished to
return to the congraints of pariamentary government. In July 1959, when it was dlear
that the Condtituent Assembly would not accept his Konseps, Sukarno' s issued a decree
dissolving the Assembly and reimpaosing the 1945 condtitution without the condraints of

* The debate between the proponents of inevitability and circumstance are well summarised in Bourchier &
Legge (1994), especially the chapter by Mackie (1994). My firm inclination isto the latter view.



the Maklumat X . The decree was dmogt certainly uncongtitutiona, but it was not
challenged (Nasution 1992). With hindsght, the indtitutions of parliamentary democracy
had lgpsed in March 1957 and, after al the subsequent trife and amidst heedy,
revolutionary netiondism, the codition to reestablish it, which should under the
Provisond Congtitution have been autometic, had ceased to exist. Ingtead, the main
politica interests thought they would gain from the presidentid patronage of Guided
Democracy.

Guided Demaocracy

Frudration with the ineffectiveness, hypocrisy and vendity of parliamentary
governments and minigters did not mean that people wished to rgect democracy asa
whole. Sukarno very deverly packaged his Konseps as Guided Democracy, implying
that it would be ‘more’ democracy, not ‘less. And indeed under the dogan of ongoing
revolution there were larger, al-party cabinets, louder and more aggressive politica
rhetoric, intense party politicking and increasing mass mobilisation. Ingtitutiondly,
however, Guided Democracy was fundamentaly anti-democratic. Under the revived
1945 Condtitution, the Presdent was accountable to parliament (now DPR), a People's
Consultative Assembly (MPR) and a Supreme Advisory Council (DPA), on paper an
impressve democratic goparaus. In practice, the Gotong Royong parliament, which in
July 1959 replaced the dected parliament, had the mgority of members gppointed by the
Presdent from various ‘functiond groups , induding the armed forces (Reeve 1985,
Bourchier 1996). The MPR was even more biased towards appointed members, and the
Advisory Council wastotdly appointed. Although both party members and functiond
groups represented different interests and views, ultimately they were beholden to the
President, not the reverse. When in 1960 the MPR rejected the budget, the President
dissolved it (Legge 1973: 313). The uncompliant Masyumi and Socidist (PSl) parties
were both banned. Sukarno’s romantic-cum-revolutionary judtification was that these
quas- democratic forums alowed him as the Father and Greet Leeder of the Revolution
to ligten to and interpret the Will of the People. This soft authoritarianiam was not
democratic in conception or in practice.

Secondly, parliament ceased in ameaningful sense to be the originator of
legidation, a function that increesngly devolved upon the bureaucracy, acting through
the Presdent, minigters and even directors-generd. Thelegd sysem, which by colonid
precedent had aways been part of the state bureaucracy, now lost dl independence of
action and became increasingly corrupted. In the colonid era, thejudicary ill hed
auffident autonomy to chalenge bureaucratic legidation or itsimplementation. That the
conditutiond validity of the President’ s July 1959 decree was never tested a law
confirmed that the legal system had dready been cowed or bought off. If grand
conditutiona abuse of power could not be chalenged a law, nether could more minor
or petty corruption.

The dam is often made that Sukarno was never carupt like Soeharto, which a a

persond level would seem to be true. The implication is that the regime of Guided
Democracy was never as corrupt as thet of the New Order. Higtoricaly thisis an dmost



meaningless propostion. Guided Democracy terminated public accountability in
Indonesa. After martid law and Guided Democracy there were no longer mechanismsto
enforceit. The Communist Party could make propaganda about bureaucrat and capitdist
corruption, but sanctions were taken only againgt those who ran foul of the Presdent or
the Army. The system of Sate patronage was dready in place and the New Order hed
only to bend it to its purpose.

The fundamenta weakness of Guided Democracy wasiits utter dependence upon
Presdent Sukarno. Failure of his hedlth precipitated a showdown between the Army and
the Communigt Party (PK1). Sukarno survived for awhile as afigurehead but, without the
artificiad Nasakom baance of power, lacked the palitica support to maintain Guided
Democracy. The country was bankrupt. Western aid was contingent upon liberdisation.
Asapoliticd sysem, Guided Democracy had no future. Its messy heritage was mass
politicd mohilisation, paliticd censorship, abloated, dysfunctiond bureaucracy, utter
corruption of legd ingdtitutions, nationdization of the private large-scale sector, a vibrant
gmdl-scae indigenous sector but mass poverty and externd insolvency. The other vitd
element of the heritage was military supremacy. Reverence for Sukarno’s memory
digtracts atention from the fact thet his suppresson of democratic inditutions paved the
way for the harsh authoritarian military rule of the New Order.

The New Order

Under the New Order, the severd authoritarian Sreamsin Indonesia s paliticd history at
last ran together. The police sate, the heritage of the colonid order, was restored as an
effective ingrument of centra will (Andersen 1983, Cribb 1994). The military, caled
into being by the Revolution, no longer just shared power in the state but took control of
it, giffened it with its own cadre and moulded it in its own image. The heritage of Guided
Democracy was avast system of presdential patronage without checks or balances, legd
or democratic. Law became jugt alanguage for formaising the Sate actions. With the
uppression of mass palitics and the emasculation of politica parties, democracy was just
afive-yearly ritud. This New Order date reached an gpogee of formdisation,
centralisation and persondisation. Its survival rested upon tgpping global resources, lack
of which had starved Guided Democracy. Here the military-technocrat dliance was
crucid. Theinditutions of capitaism were restored and rgpid economic growth generated
and sugtained to dlow massve expandon of the urban middle dassand dramatic
reduction in the incidence of poverty, not least through education and internal migration
(Booth 1998, Thee 2002). Except during occasond crises, there were enough resources
to buy off most of the population.

Thefind authoritarian dement was corporatiam. Theidea ‘functiond groups
(golongan karya), which traces back to organicist thought, was essentid to Sukarno's
Konseps asthe rationde for abroadly representative and presidentialy gppointed
parliament (Reeve 1985, Bourchier 1996). The Army embraced the concept and declared
itsdf afunctiond group but Sukarno then retreated in favour of the Nasakom concept. In
1970 the Sekber Golkar (Joint Secretariat of Functional Groups) wasrevived asa
politica party to be the New Order' singrument in the 1971 eections (Reeve 1985).
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Formally Golkar conferred membership of parliament but in substance it was

membership of the Sate. By contrast, the two minor codition parties, PDI and PPP, were
regarded as potentialy hodtile outsders. Capitdist interests had been closdly associated
with the state sSince the colonid era, as dso had large- scae sate enterprise. By thetime

of the New Order domedtic private business interests were mogtly ethnic Chinese. They
were not granted membership of the date but alesser associate Satus that obliged them to
earn the continuing patronage of the Soeharto family. Independent trade unions, which

had gained arole after Independence, were suppressed again under the New Order on
grounds of Communigt influence. This corporatism-cum-patronage system was the New
Order’ sdternative modd to ademocratic, civil society.

Authoritarianism eventudly fails upon the contradiction thet in the modern world
sovereignty is vested in the People. Over time the dique in power, such asthe Soeharto
family and cronies, becomes more greedy, more arbitrary and more remote. Since the
very basis of the New Order’s popular legitimacy was success in economic devel opment,
the 1997 Asan criss and subsequent economic implosion wasfatd. The end of thelong
economic boom quickly triggered the downfal of Soeharto amidgt charges of rampant
corruption and abuse of power. Without him, the rest of the regime soon collgpsed in
fragments

Had democracy been restored in the late 1960s, the digtortions of Guided
Democracy might have been less damaging. At the time there was till mass participation
in politica parties and elder gatesmen such as Hatta as well as the sudent movement
hoped for some reviva of democratic inditutions, freedom of speech and clean
government. These hopes were battered in 1972, during the crisis over Mini-Indonesia,
and destroyed after the so-called Maari riots of January 1974. Thereefter the repressive
intelligence gpparatus tightened its grip over the sate and held it fagt (Tanter 1990). The
evolution of democrdtic inditutions was thereby hdted in dl for over forty years.

Nevertheess, by the end of the New Order the aspiration for democracy was
strong, other countries were good role models, and memories of democracy in Indonesia
remaned dive. The framework of inditutions existed, such asthe People's
Representative Council (DPR) or parliament and severd leading politica parties thet
without too much adjustment could take on more democratic form. Whet bardly survived
were the inditutions, the agreed rules of the game, that would dlow ademocracy to
function with astrong executive accountable to parliament and ultimatdly to the
eectorate. What emerged was aweek executive, struggling to overcome the economic
criss and meet popular aspirations while besieged on dl sdes by vested interests of the
old regime, interests that were entrenched within the Sate which the new executive
sought to govern.  In such crcumstances the surprise was not that democracy has
performed badly, but thet it had taken root at dl in such gpparently infertile soil.

The mdign heritage of the New Order has been the enfesblement of civil society.
By dvil soaety ismeant not the datigtical population but the norms, inditutionsand
behaviours that knit society together as a voluntary association. Collgpse of an autocratic
regime does not of itsdlf destroy its vested interests, who cling to power, wedth and
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privilege, or the indtitutions of patronage, or the hakits of obedience and coercion. The
hdif-life of authoritarian ideas and indtitutions may be very long. Just as enlightened
autocretic regimes buy off and co-opt the people, so must democratic governments find
gpace and opportunity for former and potentia enemies too numerousto try and punish.
However, if these vested interests till hold sway in the armed forces, the gate and big
business, they may forgo cooperation in favour of adefensve spoiling Srategy, whether
to increase their bargaining power, or in expectation of an actua return to power on a
wave of popular disillusonment with democracy. The outcome may then be aSdemeate,
in which the new palitical sysem cannot properly evolve, the population isleft uncertain,
and the evolution of inditutionsisimpeded. Thiswould seem to be afairly accurate
depiction of contemporary Indonesa

[11. INSTITUTIONAL LEARNING: THREE STORIES
A Case Sudy: Commercial Law and Institutional Learning

In Indonesia the good governance agenda of the IMF and World Bank has stranded on
the reef of implementation. After the Asan crigs and the downfal of Soeharto the
importance of ingtitutiona reform was at last recognised and agood dedl of well-
intentioned effort was suddenly directed towards drafting new laws on the basis of well-
regarded Western modes. The bankruptcy law was an excdlent example (Lindsey
2000). To fadilitate urgent corporate restructuring, the law was quickly passed during the
short term of the Habibie government. However, when test cases were brought under the
new law, including by the World Bank itsdlf, they failed. Bankrupt principals crested a
paper trail of fictitious parties who voted with the principas for dternative schemes of
restructuring and persuaded the courts to give legal sanction. The new bankruptcy law
remains on the statute books but dternative forms of redress are sought.

What isto be made of thisfailure of implementation? The multilaterd view isthat
itisafalure of ‘politicad will’. In other words, good laws can be enforced by stronger
and more effective government. This can become dmog a tautology. Otherwise, by what
process does a country find stronger and more effective democratic government by
condtitutional means? An dternative view, akin to that of the ‘law and society’ schoal, is
that better laws emerge out of socia processes underpinned by socid norms. Againin
the case of bankruptcy, thereis no norm in Indonesiathat corporate bankruptcy isa
disgraceful and unsugtainable Sate of affars. Aslong as principds reman olvert,
whether through family assets or offshore funds, their corporate vehicles are mere paper
assets to be bought back or sold as circumstances permit. Minorities have no rights thet
are enforceable a Indonesian commercid law. The public who bought sharesin these
listed companies might just as well have made unsecured loansto the principds. A
revised bankruptcy law cannot of itsdf cregte property rights that were never
acknowledged in thefirg place. In short, the Indonesian stock exchanges were bubbles
that never rested on solid legd foundations. Much the same appliesto mogt of
Indonesd s banks, now under the contral of the Bank Restructuring Agency IBRA.



12

An dternative view would be that Indonesd s banking ard corporate system did
not so much fall as be overwhedmed. Had the Asan crigs not occurred, it is conceivable
that the stock exchange would in time have given rise to norms of listing and reporting.
Companies that were seen to disclose would enjoy invegor confidence, those that were
Seen to concedl and rig would lose confidence and their share price would suffer.
Takeovers might have begun to occur. Indtead, the Adan crisis caused systematic
corporate falure, leading principasin panic to withdraw capitd from their banks and
liged vehides. Capitd flight and depreciation fed the panic. A crigs of this magnitude is
highly abnorma and the young Indonesian capitd market could hardly have been
expected to remain vidble.

These two views are not necessaxily inconagtent. The new markets of
deregulated banking and the stock exchange needed time before the formd legd
indtitutions would gain acceptance. The scope for adaptation was limited because of
globa market integration and associated market expectations. Deregulation and
integration was meant to impose market discipline, but it may ingead have introduced too
much ingtability too soon. Principastried to be seen to be obsarving the new market
inditutions, but the fallback was much older norm of family busness: protect family
cgpita and survive. Those few firms that behaved ethicaly and sought to continue
sarvicing foreign loans with hugdly devaued rupiah soon found thet thiswas
unsugtainable. Without compensating foreign exchange reverues, they would smply
exhaud their capitd. Default and renegotiation was inevitable,

Each bank and listed company was therefore engaged in a process of corporate or
organisationd learning, but because capita market deregulaion was so recent, the sage
of learning was not random but highly corrdlated. In amore sable market, the pettern
uccessss and fallures might in time have led to effident exchange of information, the
formation of new norms and inditutiond learning across the market. In the event,
systlemic fallure rewarded opportunigtic behaviour on a company by company basis.
Sauvequi peut! Thiswas cumuldive learning of akind, but dysfunctiond for the future
of the market.

The Rakyat

Indtitutiond learning isaways uneven. Some norms, inditutions and formal laws goply

to dl, but many are specific to socid dasses or groups. For example, traffic lavs are
fairly uniform, though observance and enforcement varies with the type and dengty of
traffic. By contrast, bankruptcy laws apply only to large companies and banking laws
aoply only to those large companies that are banks. Individuas and groups dso have very
different rdations with the sate. The vast mgority of Indonesians living in hamlets® and
kampungs have contact with only the bottom layer of the Sate bureaucracy, cvil servants
often living in circumstances not much better then themsdves. By contragt, middle-class
Indonesians, indluding professionds and businessmen, may comein contact with middle-
level to senior bureaucrats, parliamentarians and even minigers. Insofar asingtitutiona

®‘Hamlet’ isusedin preferenceto ‘village' because the current |ndonesian usage of kelurahan is an
administrative cluster of hamlets (dukuh). Theterm desa is aso now ambiguous.
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learning can occur only within rdationships, there is obvioudy a very wide pectrum.
Generdisation becomes dmogt impossble.

Let usbegin a the grassroots. Riven though they be with persond and family
conflicts, hamlets and kampungs of necessity provide their own basic network of law and
order. Everyone knows everyone <2 s business. Information is exchanged by daly
gossip. Strangers are chalenged. Thieves are beeten up. Perpetrators of serious crimes,
such as drivers knocking down pedestrians, may even bekilled. Miscreants are often not
surrendered to the Police, or beaten up beforehand, because thereisllittle faith in seate
justice. Payment of a bribe by the arrested or his patron can readily secure hisrelease.
Appedsto codified law againgt bureaucrétic injustice are Smilarly a desperate resort,
snce those who hold power have the means to obtain judgement in their favour.

Since the end of the New Order, suchrough judtice has proliferated, including
into the public domain. In Jakarta, for example, pickpockets and thieves have been
dragged off public buses to be beaten up and sometimeskilled. 1t is kampung dwellers
who travel by bus, not the car-owning midde dass, and they firmly believe that bus
companies and police have taken no action to protect passengers againg increasangly
violent crimindity. Nor would it be rationa for police to do S0, Snce there is no scope for
earning bribes from ‘riding shotgun’ on public buses, as opposed to sopping motorists
with ready cash. Although owning and operating much public trangport, the Sate has
there‘oreGdlaNed the lower order of society to take over its policing under informal
sanction.

Hamlet and kampung scciety in Indonesiatherefore fits the case of ‘ order without
law’, which isto say order without the state. From the viewpoint of Western civil society
thismay look to be an anomaly, but in Indonesaiit has smple historicd explandion. The
functiona bureaucratic state was a 19" century innovation on Java.and not until the
Japanese occupation (1942-45) did it reach down to the hamlet level (Sato 1994). Under
the New Order, the RT (rukun tetangga) system was refined into the lowest level control
function of the Sate, reporting to the village head (lurah), the lowest levd of the officd
adminigrative hierarchy. Since 1998, however, as the Sate has weskened, the control
functions of the RT have atrophied and even the lurah has become more vulnerable to
popular presaure, induding democratic dection.

The propogition can be made that the Indonesian rakyat, thet isto say those living
in hamlets and kampungs, has never seen itsdlf as having membership of the sate. The
reason is very Ssmple. The adminigtrative gpparatus of the state, known in itstotdity as
pemerintah, was and is an extraction mechanism that demands resources from poor
people. Thismay bein theform of taxes, incduding impogtions on labour time, or in
petty levies and bribes. Although the New Order brought some resourcesto the village as
part of the package of *development’, the net flow of resources, certainly for families
without connections to the gpparatus, was outwards. Even village cooperatives (KUD)
were a means whereby village dites could use the leverage of the Sate logigtics agency

® Something similar happened in the United States after September 11, when passengers began to take
physical responsibility to protect flights against hijackers.



BULOG to secure chegp credit and monopolise the buying of rice. The floor price of rice
was enjoyed not by farmers as the farmgate price but by village dites when the KUD
resold to BULOG.

Nevertheless, therakyat definitdly see themsdves as members of the nation.
‘Imagined community’ though it may be, in mogt parts of Indonesia, exduding Aceh and
Irian, it is very srongly imagined and for that much is il due to Sukarno, agenuine
hero of the people. The meansto assert that membership organisationdly, however, have
been few. After Independence opportunities were found in the membership of political
parties and trade unions, as aso in periodic nationd or loca dections. Theserights were
removed in dl but aformd sense early in the New Order as means permanently to
uppress the Communist Party (PK1), leaving the rakyat asa‘floating mass . Only snce
1998 have ordinary Indonesians again had opportunities to assert their membership of the
nation.

Insofar as hamlet and kampung dwellers have engaged in indtitutiond learning, it
has therefore been for the most part as part of a culture of resstance to the date, which is
seen as dien, hodtile and insatiably greedy. Asfar back as colonid times, people have
sought to avoid Sate intervention, even in maintaining order, and to resst the dae's
demands for taxes and other exactions, while conceding that officids at the bottom of the
date hierarchy may expect something in unofficial bribes. The New Order brought some
opportunities to benefit from the Sate in better roads, schools and clinics, but the price
exacted in terms of ritua behaviour, taxation, gopropriation of land, and suppression of
informal sector activitieswas high indeed. While the socioeconomic indicators pointed to
risng materid sandards of living, the common perception was of sruggle and
deprivation. Since 1998, democracy has been seen as ameans to redress the baance,
whether through dections and representation or through direct action, but the
mechanisms are very imperfect and ordinary Indonesans dill find themsdves at the
bottom of the organisationd hierarchy.

The Elite

If the rakyat has sought to maintain distance from the date, the dite has dwaysbeen
insgparable from it. On Java the indigenous aristocracy was co-opted by the VOC as the
indispensable digtrict adminigration. As the superior, European Binnenlands Bestuur
gradudly extended downwards to the resdency/province and didtrict, the pardld but
subgdiary indigenous adminigtration was formalised under the high-sounding title of
Pangreh Prga (Rulers of the Redm) (Sutherland 1979). In the Outer Idands, lites
retained more power under the system of indirect rule. After the mid-19'" century, and
epecidly after 1901 under the Ethica Policy, there emerged what Van Nid (1984: 241)
described as afunctiond dite of asecondary or even tertiary educated technica and
professond officids. Although Dutch policy dosed the senior levels of the Binnenlands
Bestuur to dl but a handful of aristocrats, secondary education became a pathway to the
lower and middle levels of the date gpparatus. Given the few channds for upward
mohility within indigenous sodety, such officids pogtions conferred high status and

were meansto amiddle dasslifedtyle
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After Independence the opportunities for careersin the state apparatus expanded
enormoudy, aong with secondary and tertiary education. During the Japanese
occupation, the hierarchies of the Binnenlands Bestuur and Pangreh Prgja had been
merged into aunified bureaucracy. All racid barriers were now removed, not only in the
Department of the Interior but dso in the other functiond departments which proliferated
at the centre and extended their own hierarchies down to the provinda and locd leves.
Theterritorid hierarchies of the Army and Police dso became channels for upward socid
mobility, and to alesser extent the Navy and Air Force. To these may be added the Law
and Academia, professons which mainly came within the public sector. The prevailing
ideologies of nationdliam and sodidism dso led to most of the large-scde sector coming
under ate contral, initialy by establishment of Sate enterprises, then in 1958 by
nationdisation of Dutch firmsand in the mid- 1960s by suppression of dl other foreign
invement. Foreign investment was restored under the New Order but key Sate
enterprises remained in banking, trangport, mining, plantations and heavy indudry.
Though often commerdialy unprafitable, they supported alarge number of civil servants
with a great degree of autonomy from adminigtrative control.

What digtinguishes the bureaucratic dite from therakyat is not just public sector
employment but also a privatised mode of consumption (Dick 1985). The bureaucratic
diteis quintessentialy middle dass. Firg, bureaucrats enjoy permanent sdaried
employment with pensons and other entitlements. Secondly, with the exception of the
very lowest ranks, they live not in cronmded kampungs but in detached, street-Sde
bungdows. Mog public housing outlays since Independence have been complexes of
such housing for civil servants, for whom they are part of the entitlement and may be
occupied even after retirement until deeth of both spouses. Thirdly, if not by private
ownership then as aperquisite, civil sarvants gain access to afamily motor vehicle with
al the accompanying benefits of persona mohility. Fourthly, whether by sdary, non
say or unoffidd earnings, avil servants are able to afford both servants and alarge
inventory of modern consumer durables which, like the vehicle, are for the sole use of the
household. Findly, they are sufficiently well off and well connected to ensure that their
children enjoy accessto tertiary education, thereby maintaining or improving ther
childrens gatus and income.

The ggnificance of this privatised mode of consumption becomes gpparent from
the contrast with urban kampung dwellers (Dick 1990). For the latter, jobs are sedom
permanent full-time and often highly vulnerable to economic fluctuations. They do not
own motor vehides, except for motorcycdes and bicydes, and otherwise remain
dependent upon public trangport. In most kampungs the laneway's are too narrow even to
admt automobiles. Their incomes do not permit alarge accumulation of consumer
durables, which in any case would &ttract comment in the kampung. Findly, athough
their children may complete secondary education, they can sddom afford the high
entrance cogts to good universties and tertiary degrees, so that they remain at a
disadvantage in the market economy. Secondary education used to be aticket to the Sate
bureaucracy; it may now lead to nothing better than employment asadriver.



Thusthe dite has avery different rdationship to the date than the rakyat. Asa
publidy employed, sdaried dass, the dite holds full membership of the Sate. In terms of
consumption, the tertiary- educated, bungal ow-dweling, automobile-owning, middle-
dassditeis part of urban society governed by the sate. For example, bungdow housing
that iswdl furnished with consumer durables, fronting onto the street, and with only
immediate neghbours on either Sde is highly vulnerable to theft. Households may beer
some cost of security through fences, bars and locks, aswell as servants and a night
watchman, but they aso impose demands upon the police force as an arm of the Sate
goparaus. Asdrivers, householders are likewise dependent upon the police for smooth
traffic flow and protection againg car-jacking and theft, while dso being the prey of
police for minor traffic infringements. Even if legd outcomes are negotiated, the legd
code at least becomes aframe of reference. Members of the state know the formd rules,
asthey dso know the informa rules by which they may be infringed.

From an ditefrakyat perspective, several common propositions may bere-
examined. FHrg, ‘ruleof lav' isambiguous. Doesit mean rule of law within the middle-
dassdite or rule of therakyat by the dite's codified law? The former certainly gpplies
The demands for Reformas were articulated by mainly middle- class sudents, gpparently
with srong support within the dite. The downfal of Soeharto was the product of degp
splits within the dlite, much of which was dearly dienated by the extent of arbitrary rule
and the 9ze of the benfits accruing to the Soeharto family and cronies Here middle
class egditarianiam and ethics came into play but of avery different kind from the radicd
populism that was aso gpparent on the streets. Indeed, it could be argued that democratic
reforms have been an attempt to defuse populism before it became moreradical. Theam
has clearly been to restore order within the Sate and respect for the Sate, not obvioudy to
extend the reach of policing by the gae. If anything, the reach of the sate has somewhat
contracted, not least through the decentrdisation reforms.

Secondly, whet is democracy, or rather whose is democracy? At face vdue
democracy means one vote for each adult in a contest between mass-based politicd
parties. After May 1998 politicd parties were quick to establish a popular following and
the June 1999 dection displayed the el ements of mass participation. Neverthdess, the
sdlection of the date of candidates that would represent each party in parliament was
much influenced by centra party mechinery. Politics Snce then has been an interplay
between leading persondities and party committees. Moreover, despite selection of some
‘working dass candidates, parliamentarians are overwhemingly from the educated,
urban middle classin dose association with the gate. Thus post-dection politics has
become very much dite palitics, with party supportersin therole of ‘noises off’. What is
being learned - or perhaps relearned - are therefore the rules of intra:dite politics

CONCLUSION

‘Getting indtitutionsright’ is the new orthodoxy and, of coursg, it must bedoneina
hurry. Economic development is no longer enough. The rew socid engineers spesk the
language of legd reform and inditutiona change. Because the new Indonesian polity
Seems S0 unresponsive, pressureis gopplied by multilatera agencies such asthe IMF and

1€
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World Bank, aswell as by leading donors such as the United States. Indonesia should
‘get its act together’. Also for many Indonesians, the new party politics seem messy,
obstructive and increesingly corrupt. How much easer it dl was under the New Order
when policy was ddiberated and the Sate prevailed.

Kanishka Jayasuriya (2002) identifies the anti-politics of a* post-Washington
consensus and nestly traces these ideas back to German ordo-liberdism of the 1930s.
Under this * economic condtitutionaism’, the economic inditutions that underpin the
market economy should be insulated from the  assumed debilitating effects of palitical
barganing' (Jayasuriya2002: 24). In effect, thisisthe cgpitdist verson of ‘ Guided
Economy’. Ownership and control are very different from the Sukarnoist version of
Sodalisma la Indonesia but the concept of the Sate as the supreme, benevolent,
regulatory ag}ency traces back to the same pre republican taproot of the ‘well ordered
police gat€.” However wdl-intentioned, the new socid engineers are the hers of the
colonid beamtenstaat , Sukarno’ s Guided Democracy/Guided Economy and the New
Order military-technocrat dliance. They stand in the maingtream of the authoritarian
tradition and give it new legitimacy, even asthey seek to redress the excesses of the*old
corruption’.

The fundamentd evil of authoritarian regimesis thet they deny people voice and
the opportunity to act, individudly or in groups. If people are deprived of responsbility
as dtizens and collective inditutions atrophy, then divil sodiety is trividised. Socid datus
and materid progperity are redefined in respect to the sate hierarchy and the whims of its
rulers, who exercise immense patronage of reward and punishment. Thiswas as true of
New Order Indonesia as of the former Soviet Union. Whether by greed or necessity,
people adapt to the new inditutions, often very successfully. The urban middle dass
epecidly progpered in Soeharto’ s Indonesiaand paid little heed to rumblings of popular
discontent. As bureauicrats and professonds, the middle dlass had some say in the design
of these indtitutions and the digtribution of resources thet flowed from them. The
regressive incidence of taxation and heavy spending on ‘middle dasswdfa€ are
tetimony to this

To deprive a nation of politics, as was done to Indonesia for most of the 20"
century, is not only to dissmpower society but dso to prevent it from achieving the
double trangtion to a rich, democratic country. The colonid government imposed ruste
en orde as later the New Order even more ruthlesdy imposed stabilitas, but both were
atifidd conditions Society was denied the opportunity and responghility to work
through conflict, to make choices, to commit mistekes, to learn from the experience and
to embody that knowledge in gppropriate indtitutions. Accordingly, it was impossible to
conlidate a socid consensus. Indeed, policies of divide and rule had the ddiberate am
of preventing this In the colonid era, sociey itsdf was fragmented and drdified by
ethnic group, legtimisng deavages that reman like wounds in Indonesan sodely even
a the beginning of the 21% century, nowhere more o than between indigenous
Indonesans and those of Chinese descent. The New Order was more subtle and

" *Police’ isused herein the older meaning of administration and denotes bureavicrat rather than uniformed
policeman.
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opportunisic, sometimes margindisng ehnic  groups, somelimes  reigious  groups,
sometimes politicd paties Ovedl, it s itsdf agang any naturd emergence of avil
ciety.

Indonesa s democrtic revivd therefore begins from very unfavourable initia
conditions. Miracles are not to be expected. By the high ideds of May 1998 or the idedl
modd of Western Democracy, the results are certainly disgppointing. By the criterion of
the common good, indluding economic growth and poverty dleviation, aharsh
judgement is dso warranted, even though externd conditions snce 1997 have been
unfavourable. However, if democratic palitics are taken as necessary to indiitutiona
learning indtead of as an obgtacle inditutiond reform, Indonesia s fledgling democracy
may be assessed more positively. The country has embraced democracy a dl levelsand
quickly determined new condtitutiond rulesfor parliament and relaions between
parliament, the executive and the bureaucracy. Nationa dections have been hdd.
Parliament has shown itsdlf cgpable of choosing a consensus president, Abdurrahman
Wahid, and dismissng him in tense circumstances when he proved incompetent. The
military’ srole in the Sate has by generd agreement been much reduced, even though a
find settlement has yet to be reached. The big issues have been well debated, if not
adways resolved, legidation is reviewed and parliamentary accountability has been
imposed. Similar processes are occurring in severa hundred provincid and locd
legidatures throughout the country. That some of the grand issues have been resolved and
the business of government has been able to proceed without much nationd conflict isa
remarkable achievement for the early stage of democracy and encouraging Sgnsof a
successful regime change. The main failings have probably been in the executive rather
then in parliament.

Of course thereis dill much unfinished business The shape and dructure of the
new Indonesia has yet to be findisad: with or without Aceh and Irian, with or without
religious tolerance, with or without a powerful military, and how highly decentralised?
Neverthdess, Western critics conveniently forget the drama that accompanied the
emergence of ademocratic United States, Germany, France or Spain, let done Japan or
Italy where the task is dtill incomplete.

As Indonesia struggles to find its own way to achieving the double trangtion,
observers should be patient and particularly heed three points. Frgt, whose paliticd
systlem isthe new democracy? The above andys's suggests thet Reformas issofar a
matters of learning and inditutiondising new rules of intra-dlite palitics for the urban,
midde-dassdite. In other words, Reformas has been more about recongtituting the
date than about recondituting the nation. How the Sate relates to the nation remains
uncertan. Thisisametter partly of indtitutions and partly of ideology. Indonesiahas
restored mass political parties, which dlow for some participation in nationd politics, but
formd legd indtitutions scarcely apply. Money and connections are everything, and here
the populaion a largeis @ a hopeless disadvantage. This givesrise to a dangerous gep
which political dynamics may fill with idedlogy. In late 19"/early 20"- century Germany
and Japan, there emerged ideologies of ultra- nationaism, which promised the people
much and gave very little. In Indonesiain 2002 avague nationdiam fills only part of the



ideologicd vacuum. It may link up with aform of economic populism (ekonomi rakyat)
asan Indonesian verson of the wdfare date. What stake will the rakyat be offered in the
new democracy? The double trangtion is not achieved until the large mgority of the
population has made the trangtion, as well as the urban middle dass.

Secondly, whet will be the economic architecture of the new Indonesia? In 2002
the financia system and corporate sector has yet to be reasssembled after the Asan crids,
the highly inefficient Sate sector has yet to be reformed, investment is duggish, and
economic growth week. * Economic condtitutiondism’ ismaost unlikely to succeed inan
economy where the busness diteis dill a pariah dass obliged to buy protection through
the palitica patronage. Indonesid s busness dite is even more exposed to predation than
thet in Thaland, the Philippines or India. Thelegd system isaso even more corrupt than
in any other of those countries Thereis no quick fix. Busness and palitics are likely to
remain highly corrupt for decades. Attainable gods, however, are to reduce the level of
politica risk, increase the certainty of policy parameters, and to dlow ethnic Chinese
busnessto ‘buy’ agakein the palitical system (which they are doing anyway!).
Corruption, which exigts anyway, may be areasonable bargain if it bresks the pariah
datus of big busness

Thirdly, authoritarian vested interests are il entrenched at the very heart of the
Indonesian gate: in the bureaucracy, the military and the law. These interests have shown
ther ruthless ability to sabotage nationd unity, democratic government and economic
recovery. They not abandoned hope of returning to power. Thaland is an ingructive
cae. After the condtitutiona coup of 1932, the military gradudly took control and ruled
with the cooperation of the king and bureaucracy and a compliant parliament for most of
the time until 1973. The following twenty years saw a series of divilian governments
intergpersed with military coups and atempted coups. The military remain influentid but
now accept, however begrudgingly, the framework of a democratic sysem. This outcome
was achieved only after bitter conflict and much loss of blood, but dso by senior military
officers being dlowed to retire into dvilian rolesin the gate, induding parliament, and in
severd cases becoming prime minigter. Politica gability may require co-option, not
exduson.
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