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C o n tra ry  to  th e  e x p e c ta t io n s  o f  m o d e r n iz a t io n  and d e v e lo p m e n ta l i s t  
t h e o r i s t s ,  th e  h i s t o r i c a l  e x p e r ie n c e s  o f  E urope and  N o rth  A m erica  have n o t  b e e n  re p ro d u c e d  in  th e  p o s t c o l o n i a l  s o c i e t i e s  o f  th e  T h ird  W o r ld .* 1 The s p re a d  o f  c a p i t a l i s m  h as  n o t b een  acco m p an ied  by th e  em erg en ce  o f  l i b e r a l  d e m o c ra t ic  b o u rg e o is  s t a t e s .  I n s t e a d ,  th e  d e v e lo p m e n t o f  c a p i 
t a l i s m  h as  r e s u l t e d  in  th e  g ro w th  o f  m i l i t a r y  b u r e a u c r a t i c  s t a t e s .

Nowhere a r e  th e s e  d e v e lo p m e n ts  more c l e a r l y  i l l u s t r a t e d  th a n  in  th e  c a s e  o f  I n d o n e s ia .  S in c e  th e  fo rm a l t r a n s f e r  o f  s o v e r e ig n ty  in  1949 a n d , in  p a r t i c u l a r ,  w ith  th e  a c c e l e r a t i o n  o f  l a r g e - s c a l e  f o r e i g n  
c o r p o r a t e  in v e s tm e n t  t h a t  b eg an  in  1967 , th e  e n tre n c h m e n t o f  th e  m i l i t a r y  b u r e a u c r a t i c  s t a t e  h a s  b een  i n t e n s i f i e d .  E x p la n a t io n s  o f  th e  f o r m a tio n  o f  e l i t e s  and o f  th e  s t a t e  in  I n d o n e s ia  hav e  g e n e r a l l y  b een  
b a s e d  on su c h  f a c t o r s  as id e o lo g y ,  p o l i t i c a l  c u l t u r e ,  o r  th e  s t r u c t u r e  
o f  p a la c e  p o l i t i c s .  I t  i s  my c o n t e n t i o n ,  h o w ev e r, t h a t  a more fu n d a m e n ta l e x p l a n a t i o n  l i e s  in  th e  c a p i t a l i s t  t r a n s f o r m a t io n  o f  th e  In d o n e s ia n  econom y.

W hile  i t  i s  t r u e  t h a t  th e  o w n e rsh ip  o f  c a p i t a l  in  In d o n e s ia  r e s id e s  p r i m a r i l y  w ith  f o r e i g n e r s  and  a d o m e s tic  C h in e se  b o u r g e o i s i e ,  n e i t h e r  g ro u p  can  a s p i r e  to  th e  p o s i t i o n  o f  r u l i n g  c l a s s  in  th e  f u l l  s o c i a l  and p o l i t i c a l  m ean ing  o f  th e  te rm . We m ust t h e r e f o r e  t u r n  o u r a t t e n t i o n  to  th e  s t r u c t u r e  o f  a s l i  s o c i a l  and  p o l i t i c a l  p o w er, above a l l  in  New O rd e r I n d o n e s ia .  I w i l l  a rg u e  t h a t  c a p i t a l i s m  h as  p ro d u c e d  
f o u r  d i s t i n c t  ty p e s  o f  b o u r g e o i s i e  in  c o n te m p o ra ry  I n d o n e s ia  and  t h a t  pow er s t r u g g l e s  u n d e r  th e  New O rd e r r e f l e c t  th e  c o m p e tin g  i n t e r e s t s  o f  th e s e  g r o u p s .

*This paper summarizes one o f the major themes in  R. Robison, "C apitalism  and the B ureaucratic S ta te  in  Indonesia: 1965-1975" (Ph.D. th e s is ,  Sydney U niversity , 1978), which contains extensive data  on the formation and s tru c tu re  of the asl'i ( in 
digenous Indonesian) component o f the corporate sec to r in  Indonesia and which pro
vides d e ta ile d  su b s ta n tia tio n  of various arguments concerning cap ita lism  and the 
soc ia l base o f power and the s ta te  under the New Order.

1Research on Third World economies in  the 1950s and 1960s was dominated by an 
American school o f p o l i t i c a l  s c ie n t is t s ,  so c io lo g is ts , and economists who used a com
para tiv e  approach and whose in te l le c tu a l  o rig in s  lay w ith in  the s tru c tu ra l-fu n c tio n a l 
view o f so c ia l s tru c tu re  and soc ia l change. Their theses on so c ia l ,  economic, and p o l i t ic a l  change in  the c a p i ta l i s t  economies o f the Third World were p red icated  on 
the assumption th a t  the h is to r ic a l  experience o f the West would be dup licated  th e re . This would be achieved as a consequence of the adoption o f modernization p o lic ie s  
which would infuse Western c a p i ta l ,  technology, values, a t t i tu d e s ,  and p o l i t i c a l  s tru c tu re , thereby c rea tin g  a c a p i ta l i s t  so c ie ty  and a bourgeois s t a te .  Prominent 
w ithin  th is  broad school were Joseph LaPalombara, Myron Wiener, Lucian Pye, Bert H ose litz , and W. W. Rostow.
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F i r s t ,  t h e r e  i s  an a s l i  (M uslim ) m e rc h a n t b o u r g e o i s i e  c o n c e n t r a t e d  in  s m a l l - s c a l e  t r a d e  and com m odity p r o d u c t i o n .  The p r o d u c t  o f  an e a r 
l i e r ,  m e rc h a n t c a p i t a l i s m ,  t h i s  b o u r g e o i s i e  h as  re m a in e d  on th e  p e r i p h 
e ry  o f  a s l i  p o l i t i c a l  pow er s in c e  th e  1 9 2 0 s . I t s  econ om ic  b a s e  h as  
s t e a d i l y  d e c l in e d  w ith  th e  r i s e  o f  c a p i t a l -  and t e c h n o l o g y - i n t e n s i v e  
f o r e i g n  in v e s tm e n t  in  m in in g  and im p o r t s u b s t i t u t i o n  m a n u f a c tu r e .

S eco n d , an a l l i a n c e  o f  c i v i l  b u r e a u c r a t s ,  s t u d e n t s ,  and i n t e l l e c t u a l s  h as  em erg ed , l a r g e l y  as th e  p ro d u c t  o f  th e  d ev e lo p m e n t o f  a r e g u l a r i z e d ,  " l e g a l ” s t a t e  c a p i t a l i s m .  The s o c i a l  and p o l i t i c a l  pow er o f  t h i s  a l l i a n c e  h a s  d ep en d ed  upon th e  e x te n s io n  o f  th e  s t a t e  s e c t o r ,  w hich  p r o v id e s  s p e c i a l  o p p o r t u n i t i e s  f o r  t e c h n o c r a t s ,  p l a n n e r s ,  m ana
g e r s ,  and  a s s o c i a t e d  i n t e l l e c t u a l s .  M ost r e c e n t l y ,  t h i s  g ro up  h as s u f f e r e d  d i f f i c u l t i e s  as th e  d ev e lo p m e n t o f  s t a t e  c a p i t a l i s m  fo u n d e re d  on th e  n e o p a t r im o n ia l  n a tu r e  o f  th e  b u r e a u c r a t i c  s t a t e  and i t s  i n t e g r a t i o n  w ith  f o r e i g n  and C h in e se  c a p i t a l .

T h i r d ,  th e  m i l i t a r y  b u r e a u c r a c y ,  from  th e  n a t i o n a l  to  th e  r e g io n a l  l e v e l ,  h a s  s e c u r e d  a b a se  o f  econom ic  pow er d e r iv i n g  n o t  from  p r i v a t e  
o w n e rsh ip  o f  c a p i t a l  b u t  from  th e  a p p r o p r i a t i n g  pow er o f  b u r e a u c r a t i c  o f f i c e  w h ich  e n a b le s  p a r t i c u l a r  f a c t i o n s  and commands to  c o n t r o l  a c c e s s  
to  th e  m a r k e t .  I w i l l  r e f e r  to  t h i s  m i l i t a r y  p o w e r-g ro u p  as b u r e a u c r a t i c  c a p i t a l i s t s .  O ccupy ing  th e  key c e n t e r s  o f  p o l i t i c a l  pow er w i t h i n  a n e o p a t r im o n ia l  m e r c a n t i l i s t  s t a t e ,  th e y  hav e  b een  a b le  to  s e c u r e  a s h a re  o f  th e  p r o f i t  g e n e r a te d  by f o r e i g n  and d o m e s t ic  C h in e se  c a p i t a l .

F i n a l l y ,  a c l i e n t  a s l i  b o u r g e o i s i e  h as  e m e rg ed , o u t s i d e  th e  b u r e a u 
c r a t i c  a p p a r a tu s ,  b u t  d e p e n d e n t on i t  and on f o r e i g n  c a p i t a l .

H av ing  d e l i m i t e d  th e s e  fo u r  g ro u p s ,  I w i l l  now c o n s id e r  th e  h i s to r y  and c h a r a c t e r  o f  e a c h  in  more d e t a i l .

The D e c lin e  o f  th e  M uslim  M erch an t B o u rg e o is ie
I t  i s  b e s t  to  d e a l  f i r s t  w ith  th e  d e c l in e  o f  th e  t r a d i t i o n a l  Muslim  t r a d i n g ,  c o m m o d ity -p ro d u c in g , and la n d -o w n in g  b o u r g e o i s i e  b e c a u se  s c h o l a r s  once  q u i t e  w id e ly  assum ed t h a t  i t  w ould  be s t i m u l a t e d  by th e  a c c e l e r a t e d  e x p a n s io n  o f  th e  c a p i t a l i s t  econom y. Much o f  th e  r e s e a r c h  c o n c e rn in g  th e  s o c i a l  and econom ic s t r u c t u r e  o f  p o s t c o l o n i a l  I n d o n e s ia  h as  a t te m p te d  to  g r a p p le  w ith  th e  f a i l u r e  o f  th e s e  e x p e c t a t i o n s . 2 W hile th e  p r o f f e r e d  e x p l a n a t i o n s  in v o lv e  su p p o se d  c u l t u r a l  o b s t a c l e s  

to  th e  f u l l  a c c e p ta n c e  o f  th e  c a p i t a l i s t  r e v o l u t i o n ,  c l o s e r  a n a l y s i s  s u g g e s ts  t h a t  th e  d e c l in e  o f  t h i s  m e rc h a n t b o u r g e o i s i e  i s  a d i r e c t  
s t r u c t u r a l  c o n se q u e n c e  o f  th e  ty p e  o f  c a p i t a l i s m  w hich  h a s  b een  im 
p o se d  upon I n d o n e s ia .

2Probably the best-known attem pt to understand the fa i lu re  o f a t ra d i t io n a l  
a s l i  bourgeoisie i s  C liffo rd  Geertz, Peddlers and Prinees (Chicago: U niversity  of Chicago P ress, 1963) . Indonesian w rite rs  have also  looked a t  the problem. See A rifin  M. S ireg ar, ’’Indonesian E n trepreneurs,” Asian Survey , 9 (1969), pp. 343-58. Sri Edi Swasono, ’’Some Notes on the Nurturing of the Indonesian E n trepreneur,” Indonesian Q uarterly, 1 (1973), p p . 51-64. The im portant po in t about these works 
and most o thers on the sub jec t is  th e ir  in te rp re ta t io n  of fa i lu re  as c u ltu ra l r e s i s tance to cap ita lism .



19

T h ro u g h o u t th e  c o l o n i a l  p e r i o d ,  D utch  pow er s e c u r e d  f o r  th e  D utch  t r a d i n g  h o u s e s  a n d , l a t e r  o n , b a n k s , e s t a t e s ,  and  s h ip p in g  and  m in in g  
c o m p a n ie s , e f f e c t i v e  m o n o p o lie s  i n  i n t e r n a t i o n a l  t r a d e  and l a r g e - s c a l e  
in v e s tm e n t .  C h in e se  m e rc h a n ts  w ere  c u l t i v a t e d  a s  i n t e r m e d i a r i e s  f o r  th e  d o m e s t ic  I n d o n e s ia n  m a rk e t .  T h is  s t r u c t u r e  e x c lu d e d  th e  a s l i  m erc h a n t  b o u r g e o i s i e  w ho, w i th o u t  th e  p r o t e c t i o n  o f  th e  s t a t e ,  re m a in e d  
lo c k e d  i n t o  s m a l l - s c a l e  t r a d i n g  and com m odity  p r o d u c t io n  in  r u r a l  a r e a s  
and s m a ll  to w n s , and  who fo u g h t  a l a r g e l y  u n s u c c e s s f u l  r e a r g u a r d  a c t i o n  
a g a i n s t  th e  i n c u r s i o n s  o f  C h in ese  c a p i t a l ,  p a r t i c u l a r l y  in  th e  f i e l d s  
o f  t e x t i l e ,  b a t i k , and k r e t e k  p r o d u c t i o n .3 T h e i r  c o n t in u in g  econom ic 
d e c l in e  in  th e  e a r l y  d e c a d e s  o f  th e  t w e n t i e th  c e n tu r y  was p a r a l l e l e d  
in  th e  p o l i t i c a l  s p h e r e  w ith  th e  d i s i n t e g r a t i o n  o f  th e  S a r e k a t  I s la m , w h ich  i n i t i a l l y  r e p r e s e n t e d  t h e i r  n a t i o n a l i s t  and  a n t i - C h in e s e  s e n t i 
m e n ts .  From th e  m id d le  1 9 2 0 s , th e  n a t i o n a l i s t  movem ent f e l l  i n c r e a s in g ly  u n d e r  th e  d o m in a tio n  o f  s e c u l a r  p o l i t i c i a n s  o r i g i n a t i n g  in  th e  p r i y a y i  a d m i n i s t r a t i v e  c l a s s  and i n t e l l e c t u a l l y  sh a p e d  by W e ste rn  l i b e r a l i s m  o r  M a rx ism .4 The a s l i  M uslim  b o u r g e o i s i e  n e v e r  r e g a in e d  
i t s  i n i t i a l  p o l i t i c a l  edge d u r in g  th e  c o l o n i a l  p e r io d  and  f a r e d  no b e t t e r  a f t e r  In d e p e n d e n c e .

F or a l th o u g h  th e  D utch w ere u n a b le  d i r e c t l y  to  r e t a i n  p o l i t i c a l  
pow er a f t e r  1 94 9 , th e y  c o n t in u e d  to  e x e r t  h eav y  i n f lu e n c e  on In d o n e s i a ^  economy and p o l i t i c a l  l i f e .  T o g e th e r  w ith  th e  C h in e s e ,  th e y  
c o n t in u e d  to  d o m in a te  in v e s tm e n t  in  th e  medium- and  l a r g e - s c a l e  s e c t o r s  o f  th e  econom y. The a s l i  m e rc h a n t b o u r g e o i s i e  commanded n e i t h e r  th e  econom ic  n o r ,  more i m p o r t a n t l y ,  th e  p o l i t i c a l  pow er to  e n a b le  them  to  
r e p la c e  th e  D u tc h . P o l i t i c a l  pow er was s e c u r e d  by s e c u l a r  e l i t e s  whose 
pow er b a s e  l a y  i n i t i a l l y  w i t h i n  m a ss -b a se d  p a r t i e s  a n d , from  1957 o n 
w a rd s , i n c r e a s i n g l y  w i th in  th e  m i l i t a r y .

The p o l i t i c a l  p a r t i e s  w hich  le d  th e  g o v e rn m e n ts  o f  th e  e a r l y  1 9 5 0 s , w h ile  f o r m a l ly  e s p o u s in g  id e o lo g ie s  o f  a s o c i a l i s t  and  n a t i o n a l i s t  c h a r a c t e r ,  q u ic k ly  came to  th e  c o n c lu s io n  t h a t  any r a p i d  move from  a 
c o l o n i a l  to  a n a t i o n a l  economy w ould  c r e a t e  d i s r u p t i o n  on a s c a l e  t h a t  th e y  c o u ld  n o t  m anage and th u s  w ere u n w i l l in g  to  c o n f r o n t . 5 Where th e y  
d id  a t te m p t  to  i n d i g e n iz e  some s e c t o r s  o f  th e  econom y, th e y  d id  so by d e v e lo p in g  s t a t e  c a p i t a l i s m  r a t h e r  th a n  by s e r i o u s l y  s u p p o r t in g  any 
a s l i  e n t r e p r e n e u r i a l  b o u r g e o i s i e .  The B en ten g  p ro g ram  o f  1 9 5 0 -5 5 ,

3The economic and p o l i t i c a l  s trugg le  between tra d i t io n a l  a s l i  commodity-produc
e rs and Chinese c a p ita l  has been d ea lt with to varying degrees in  W. F. Wertheim, 
Indonesian Society  in  T ransition  (The Hague: Van Hoeve, 1956), esp. ch . 5; and R.Van N iel, The Emergence o f  the Modern Indonesian E lite  (The Hague: Van Hoeve, 1960).

4Legge id e n ti f ie s  several major streams of nationalism : c u ltu ra l nationalism , 
Islam ic nationalism , communism, and secu la r nationalism . With the s p l i t t in g  of Sarekat Islam in  the e a rly  1920s and the suppression of the communist up risin gs in  1926-27, the f ie ld  was l e f t  to Dutch-educated Indonesian in te l le c tu a ls  drawn from the p rofessions and the bureaucracy. See John D. Legge, Indonesia  (Sydney: P rentice  H all, 1977), ch. 6.

5The rap id  accommodation o f such men as S jafrudin  Prawiranegara, Wilopo, and 
Dr. Sumitro to the continued existence o f a foreign-dom inated economy is  b est documented in  John 0. S u tte r , Indonesianisasi: P o lit ic s  in  a Changing Economy, 1940-1955, Southeast Asia Program Data Paper (Ithaca: Cornell U niversity , 1959), esp. pp. 1178- 1188; and K. Thomas and J .  Panglaykim, Indonesia: The E ffe c t  o f  Past P o lic ies  and 
President Suharto fs Plans fo r  the Future (Sydney: Committee fo r Economic Development 
of A u stra lia , 1973), esp . ch. 2.
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w hich  s o u g h t  to  p r o t e c t  and  s u b s id i z e  a s l i  b u s in e s sm e n  th ro u g h  p r e f e r 
e n t i a l  a l l o c a t i o n  o f  im p o r t  l i c e n s e s ,  d id  n o th in g  to  d e v e lo p  a p o w e rfu l  a s l i  b o u r g e o i s i e  b e c a u s e ,  in d e e d ,  t h a t  was n e v e r  i t s  b a s i c  o b j e c t i v e . 6 L ic e n s e s ,  s t a t e  bank  c r e d i t s ,  g o v e rn m en t c o n t r a c t s ,  and  o th e r  c o n c e s 
s io n s  w ere s e e n  by v i r t u a l l y  a l l  p o l i t i c a l  f a c t i o n s  a s  th e  s p o i l s  o f  
p o w er. They w ere n o t  a l l o c a t e d  to  th e  a s l i  b u s in e s s  com m unity  a c c o r d in g  to  p u b l i c l y  f o r m u la te d  and econ om ic  c r i t e r i a  f o r  e l i g i b i l i t y ,  b u t  w ere d i s t r i b u t e d  to  nb u s in e s s  g r o u p in g s ” on th e  b a s i s  o f  p o l i t i c a l  a s s o c i a t i o n .  C o n s e q u e n tly ,  th e  v a s t  m a j o r i t y  o f  B en ten g  im p o r te r s  w ere 
p o l i t i c a l  c l i e n t s  r a t h e r  th a n  members o f  a p r e e x i s t i n g  a s l i  m e rc h a n t b o u r g e o i s i e .  Many, in d e e d ,  w ere s im p ly  l i c e n s e  b r o k e r s  who s o ld  t h e i r  
p o l i t i c a l l y  d e r iv e d  c o n c e s s io n s  to  C h in e se  and f o r e i g n  b u s in e s sm e n  r a t h e r  th a n  u s in g  them  to  e s t a b l i s h  g e n u in e  b u s in e s s  v e n t u r e s . 7

A few o f  th e  a s l i  m e rc h a n t b o u r g e o i s i e  d id  b e n e f i t  from  th e  B ente n g  p o l i c y .  Men l i k e  D asa a d , H. A. Ghany A z iz ,  Rahman T am in, and 
D johan  D jo h a r r o s e  to  n a t i o n a l  p ro m in en ce  w ith  th e  p r o t e c t i o n  and s u b 
s i d i e s  th e y  s e c u r e d  from  th e  s t a t e . 8 T h e ir  s u c c e s s ,  h o w e v e r, was a c h ie v e d  n o t  by b u s in e s s  s k i l l s  so much as  th ro u g h  a l l i a n c e s  w ith  th o s e  
w ith  pow er to  a l l o c a t e  c o n c e s s io n s .  And b e c a u se  p o l i t i c a l  f a c t i o n s  ro s e  and  f e l l  from  pow er w ith  g r e a t  r a p i d i t y ,  th e  s i t u a t i o n  o f  a s l i  im p o r t in g  g ro u p s  was one o f  c h r o n ic  i n s e c u r i t y .

From 1955 o n , th e  p o s i t i o n  o f  th e  a s l i  b o u r g e o i s i e  w o rs e n e d . The B en ten g  p o l i c y  was d i s c o n t i n u e d ,  and th e  g ro u p ’ s m ain  s o u r c e s  o f  p o l i t i c a l  p r o t e c t i o n - - th e  M asjum i p a r t y ,  th e  PSI ( I n d o n e s ia n  S o c i a l i s t  P a r t y ) ,  and  th e  r i g h t  w ing o f  th e  PNI ( I n d o n e s ia n  N a t i o n a l i s t  P a r t y ) - -  l o s t  i n f l u e n c e . 9 When S uk arno  b eg an  h i s  a t te m p t  to  b u i l d  a n a t i o n a l  
economy in  1 95 7 , he tu r n e d  to  s t a t e  c a p i t a l i s m  as  th e  m ost a p p r o p r i a t e  p o l i c y  i n s t r u m e n t . 10

W h ile  th e  t u r n  to w a rd s  s t a t e  c a p i t a l i s m  was r e v e r s e d  u n d e r  th e  New O rd e r ,  th e  a s l i  m e rc h a n t b o u r g e o i s i e  d id  n o t  b e n e f i t  from  th e

6Probably the best, d e ta iled  summary of the Benteng experiment is  to  be found 
in  R. Anspach, "Indonesia," in  F. Golay e t a l .,  e d s . ,  Underdevelopment and Economic Nationalism in  Southeast Asia  (Ithaca: Cornell U niversity  P ress, 1969), pp. 111-201. S u tte r , and Thomas and Panglaykim also  provide valuable analyses.

7In mid-1953, the number o f Benteng im porters was cut by screening from 7,000 to 3,000. In August 1954, the Central O ffice o f Imports estim ated th a t  90 percent 
of re g is te re d  n ation a l im porters were not bona f id e , and the M inister o f Economic A ffa irs , Iskaq, acknowledged th a t  licenses were being marketed a t 200-250 percent of th e ir  nominal value. In December 1955, M inister of Economic A ffa irs  Rooseno ordered a new screening, which again revealed  an extremely low (10 percent) p roportion  of 
genuine businessmen among the "na tiona l im porte rs."  See S u tte r , In d on esian isasi, 
pp. 1017-35.

8A11 o f these were Sumatran trad e rs  who had r is e n  to n a tio n a l prominence in  
the 1930s. Benteng import licenses con tribu ted  s ig n if ic a n t ly  to  the expansion of th e ir  operations in  the ea rly  1950s. For a d e ta ile d  ana lysis  o f th is  group see 
Robison, "C apita lism ," ch. 5.

9The Masjumi and the PSI were suppressed in  1960 because o f th e i r  a sso c ia tio ns 
with the PRRI/Permesta re b e ll io n s . Within the PNI, power sh if te d  from fig ures lik e  Wilopo to  more le f t- le a n in g  and Sukarnoist fa c tio n s . The various m ilita ry  fac tio ns became the major new source o f patronage in  the period 1957-65.

10Thomas and Panglaykim, Indonesia , is  a comprehensive source fo r th is  period . See also  T. K. Tan, e d ., Sukarno fs Guided Indonesia  (Brisbane: Jacaranda P ress, 1967).
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renew ed  e m p h a s is  on th e  p r i v a t e  s e c t o r .  The econ om ic  s t r a t e g i e s  o f  th e  New O rd e r t e c h n o c r a t s  a im ed a t  maximum econom ic  g ro w th  th ro u g h  th e  i n f u s i o n  o f  l a r g e - s c a l e  f o r e i g n  c a p i t a l  and t e c h n o l o g y .11 The f o r e i g n  in v e s tm e n t  law  ( P e r a tu r a n  Modal A s in g , PMA), in t r o d u c e d  in  1967, gave g e n e ro u s  t a x  and  im p o r t  d u ty  c o n c e s s io n s  to  f o r e i g n  i n v e s t o r s  and 
q u ic k ly  a l lo w e d  f o r e i g n  c a p i t a l  to  d o m in a te  th e  f i e l d s  o f  f o r e s t r y ,  
m in in g , and im p o r t  s u b s t i t u t i o n  m a n u f a c t u r e .12 The p o l ic y m a k e r s  o p p o sed  any p o l i c i e s  o f  s u b s id y  and  p r o t e c t i o n  f o r  a s l i  b u s in e s s m e n , s in c e  th e y  assum ed  t h a t  th e  i n f u s i o n  o f  f o r e i g n  c a p i t a l  and  te c h n o lo g y  
w ould  flo w  down to  a s l i  p ro d u c e r s  and s t i m u l a t e  t h e i r  d ev e lo p m e n t 
th ro u g h  th e  m a r k e t .  In  f a c t ,  th e  o p p o s i t e  o c c u r r e d .  T h ere  h a s  b ee n  a s i g n i f i c a n t  movem ent o f  l a r g e - s c a l e  C h in e se  and f o r e i g n  c a p i t a l  i n t o  s e c t o r s  w h ich  w ere t r a d i t i o n a l l y  th e  m ain  p r e s e r v e  o f  a s l i  m e rc h a n ts ,  su ch  as b a t i k ,  t e x t i l e s ,  b e v e r a g e s ,  f o o d s t u f f s ,  and k r e t e k  c i g a r e t t e s .  The D o m estic  In v e s tm e n t  Law o f  1968 ( P e r a tu r a n  Modal Dalam N e g e r i , PMDN), 
d e s ig n e d  to  r e c t i f y  th e  damage i n f l i c t e d  on d o m e s t ic  i n v e s t o r s  by th e  
F o re ig n  In v e s tm e n t  Law o f  th e  p r e v io u s  y e a r ,  i n  th e  end  l a r g e l y  b e n e f i t e d  th e  C h in e se  b u s in e s s  com m unity . B ecau se  i t s  p r o v i s i o n s  a p p l ie d  
o n ly  to  new i n v e s tm e n t s ,  i t  d id  n o t  a s s i s t  th e  m a j o r i t y  o f  a s l i  m e rc h a n ts  and com m odity  p r o d u c e r s  w hose c a p i t a l  was l a r g e l y  t i e d  up in  s to c k  and  p l a n t  and  w ho, w i th  no a c c e s s  to  f o r e i g n  s o u r c e s  o f  c a p i t a l ,  
had  b ee n  h a rd  h i t  by th e  p o l i c i e s  o f  f i n a n c i a l  r e t r e n c h m e n t  in t r o d u c e d  
b e tw een  1965 and  1 9 6 8 .13 * I t  i s  g e n e r a l l y  e s t im a te d  t h a t  th e  a s l i  s h a re  o f  in v e s tm e n t  u n d e r  th e  D o m estic  In v e s tm e n t  Law i s  a b o u t 25 p e r c e n t  and t h a t  th e  s h a r e  o f  t h i s  a c t u a l l y  h e ld  by th e  o ld  a s l i  b o u r g e o i s i e  i s  d e c r e a s i n g . 1^

A lth o u g h  th e  New O rd e r a u t h o r i t i e s  e m a s c u la te d  p r e e x i s t i n g  a u to n o mous a s l i  b u s in e s s  g ro u p in g s  and  o p e r a te d  th e  o n ly  o f f i c i a l l y  s a n c t io n e d  b u s in e s s  a s s o c i a t i o n ,  K ad in , v i r t u a l l y  as  a g o v e rn m en t d e p a r t m e n t, th e  d i s i n t e g r a t i o n  o f  a s l i  b u s in e s s  e n t e r p r i s e ,  e s p e c i a l l y  in  th e  f i e l d s  o f  t e x t i l e s ,  b a t i k ,  f o o d s t u f f s ,  and k r e t e k ,  g e n e r a te d  c o n s i d e r 
a b le  p o l i t i c a l  u n r e s t .  The g o v ern m en t was t h e r e f o r e  r e l u c t a n t l y  f o r c e d  to  in t r o d u c e  some m e a su re s  o f  p r o t e c t i o n .  In  1970 and 1 971 , g o v ern m en t a g e n c ie s  w ere e s t a b l i s h e d  to  i n s u r e  t h a t  bank  c r e d i t s  be g iv e n  to  a s l i

11The economic philosophy o f the Bappenas (Badan Perencanaan dan Pembangunan 
Nasional, National Planning and Development Board) technocrats i s  to  be found in  a wide v a r ie ty  o f w ritin g s . Probably the most comprehensive are Mohammad S ad li, ’’Refle c tio n s  on Boeke’s Theory of D u a lis tic  Economies,” in  Bruce G lassburner, ed ., The Economy o f  Indonesia  (Ithaca : Cornell U niversity  P ress, 1971), pp. 99-123; and Emil Salim, T u lisa n -tu lisa n  (Jak arta : Bappenas, 1971) .

12Republic o f Indonesia, Act No. 1, 1967 (January 1 ), Peraturan Modal Asing; Republic o f Indonesia, Act No. 6, 1968 (July 3 ), Peraturan Modal Dalam N egeri.
13The damaging e ffe c ts  o f th is  aspect o f the Domestic Investment Law were spe- sp e c if ic a l ly  mentioned by a large number o f the a s l i  businessmen interview ed by the 

w r ite r . They argued th a t  the major obstacle  to expansion and su rv iv a l was lack of 
c a p i ta l .  Not only were they unable to obtain  cheap money from fo re ign  sources, but they were only able to  secure about 20 percent o f s ta te  bank investment c re d i t .  See 
Robison, ’’C ap ita lism ,” ch . 4-5.

1z+The most d e ta ile d  attem pt to assess the a s l i  share o f c a p ita l  investment in  Indonesia is  to be found in  Pande R. S ila la h i ,  ’’Perimbangan Modal Swasta Nasional di 
Indonesia," Analisa Masalah-Masalah In terna sio n a l, 3, 5 (1974), pp. 9-24. News on the decline o f t e x t i l e  and b a tik  producers is  found in  the Jak a rta  p ress throughout the period 1970-74, e sp ec ia lly  in  Nusantara.
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b u s in e s s m e n  and  to  p r o v id e  in v e s tm e n t  c r e d i t  and a d v ic e  w here th e  
a p p l i c a n t  w ou ld  n o t  n o rm a lly  be e l i g i b l e  f o r  bank  l o a n s . 15 F o llo w in g  th e  d i s t u r b a n c e s  o f  J a n u a ry  1 974 , th e  g o v e rn m en t i n t r o d u c e d  m e a su re s  r e q u i r i n g  f o r e i g n  i n v e s t o r s  to  ta k e  o n ly  a s l i  p a r t n e r s  i n  j o i n t  v e n t u r e s  and r e s e r v i n g  s t a t e  bank  c r e d i t  f o r  a s l i  b u s in e s s m e n .16 Y et as in  th e  c a s e  o f  th e  B en ten g  p o l i c y ,  th e  a s l i  who h av e  a c t u a l l y  b e n e f i t e d  
from  t h i s  v i r t u a l  m onopoly  on s t a t e  bank  c r e d i t  and j o i n t  v e n tu r e  p a r t n e r s h ip s  h av e  b ee n  o f f i c i a l s  and t h e i r  c l i e n t s .  R e g u la t io n s  i n t r o d u c e d  in  1974 to  t r a n s f e r  e q u i ty  in  j o i n t  v e n tu r e s  from  f o r e i g n  and C h in e se  p a r t n e r s  to  a s l i  c o u n t e r p a r t s  have  p ro v e d  b a s i c a l l y  u n w o rk a b le , s im p ly  
b e c a u s e  th e  c a p i t a l  i s  n o t  a v a i l a b l e . 17

T r a d i t i o n a l  a s l i  m e rc h a n ts  and  com m odity p r o d u c e r s  c o n f r o n t  two 
m a jo r  s o u r c e s  o f  econ om ic  and p o l i t i c a l  pow er in  c o n te m p o ra ry  In d o n e s i a .  F i r s t ,  th e y  f a c e  th e  econom ic  p la n n e r s  o f  th e  New O rd e r ,  who, c o n t i n u i n g  th e  t e c h n o c r a t i c  t r a d i t i o n s  o f  th e  PSI and  r i g h t - w in g  PNI 
p la n n e r s  o f  th e  1 9 5 0 s , a re  p r i m a r i l y  i n t e r e s t e d  i n  m a x im iz in g  econom ic  g ro w th . In  t h e i r  v iew  t h i s  i s  b e s t  in d u c e d  by f o r e i g n  c a p i t a l  i n v e s t m ent and th e  i n f u s i o n  o f  f o r e i g n  te c h n o lo g y  r a t h e r  th a n  by p r o t e c t i o n  and s u b s id y  o f  an a s l i  b o u r g e o i s i e  l a c k in g  s i z e a b l e  c a p i t a l  and  u p - to -  
d a te  te c h n o lo g y  and c o r p o r a t e  o r g a n i z a t i o n .  B ecau se  o f  t h e i r  a x io m a tic  
a s s u m p tio n  t h a t  f o r e i g n  c a p i t a l  in v e s tm e n t  o u g h t to  s t i m u l a t e  a s l i  b u s i n e s s ,  th e  a c c e l e r a t e d  c o l l a p s e  o f  a s l i  e n t e r p r i s e  h a s  b ee n  i n t e r p r e t e d  as th e  r e s u l t  o f  c u l t u r a l  r e s i s t a n c e  to  c a p i t a l i s t  p e n e t r a t i o n  r a t h e r  th a n  an i n h e r e n t  s t r u c t u r a l  c o n se q u e n c e  o f  f o r e i g n  in v e s tm e n t  i t s e l f .  A c c o r d in g ly ,  th e  t e c h n o c r a t s  h av e  d e v o te d  l i t t l e  a t t e n t i o n  to  
s t r u c t u r a l  p r o t e c t i o n  o f  a s l i  b u s in e s s  o r  to  accom m odating  t h e i r  d e v e l 
opm ent s t r a t e g i e s  to  th e  p o t e n t i a l  o f  a s l i  c a p i t a l .  I n s t e a d ,  em p h as is  
h as  b een  p la c e d  on e s t a b l i s h i n g  e d u c a t i o n a l  p ro g ram s d e s ig n e d  to  p r o 
v id e  a s l i  b u s in e s s m e n  w ith  m anagem ent s k i l l s  and  th e  p r o p e r  e n t r e p r e n e u r i a l  v a lu e s  and a t t i t u d e s . 18

S eco n d , th e y  a re  up a g a i n s t  th e  p o l i t i c o - b u r e a u c r a t i c  e l i t e s ,  who have a p p r o p r i a t e d  th e  b u lk  o f  th e  a v a i l a b l e  l i c e n s e s ,  c o n t r a c t s ,  c r e d i t ,
15Up to  the end of 1973, s ta te  banks had given only 17 percent o f ava ilab le  investment c re d it  to a s l i  businessmen; "Perkiraan Kebutuhan Dana Untuk Menunjang Pro

gram Peningkatan Usaha Pribumi Dalam PMN dan PMDN" (Jak arta : Bappenas, February 1974) . Obstacles to  a s l i  access to bank c re d it  are d iscussed in  d e ta il  in  the a r t i c le  MKredit PMDN—Antara Koneksi dan In v e s ta s i ,"  Tempo, December 9, 1972. The agencies es tab lish ed  by the government were P.T. Askrindo and P.T. Bahana.
16See P re s id e n tia l Statement to  Governors1 Working Conference, Ja k a rta , February 6, 1974, reported  in  Kompas, February 7, 1974, and Business News, February 8, 1974.
17According to  I r .  Suhud, Chairman of the C apital Investment Board (Badan Koor- d in asi Penanaman Modal Asing, BKPMA), achieving the ta rg e ts  se t  fo r tra n s fe r  of equity  would involve the expenditure of Rp. 100 b i l l io n  per year fo r ten  years . 

(Statement reported  in  Kompas, February 23, 1974.)
18The ideas o f the American psychologist D. McClelland have been e sp ec ia lly  

popular w ith government management in s t i tu te s  and u n iv e rs ity  economics departm ents. McClelland b elieves th a t " th ird  world" businessmen are not so much confronted with such s tru c tu ra l  o bstac les as lack of c a p i ta l ,  as a lack of achievement m otivation 
and en trep ren eu ria l valu es. At le a s t two government programs have been estab lish ed  to "transform " Indonesian en trepreneurs. See Sinav Harapan3 December 12, 1974, and Tempos February 22, 1975, fo r d e ta ils  and comments.
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and o t h e r  c o n c e s s io n s  to  f u r t h e r  t h e i r  i n t e g r a t i o n  w ith  f o r e i g n  c a p i t a l  
a s  im p o r te r s  and  j o i n t  v e n tu r e  p a r t n e r s .  As e a r l y  a s  195 8 , H. 0 . 
S c h m it t  drew  a t t e n t i o n  to  th e  c o n f l i c t  b e tw een  th e  O u te r  I s l a n d  e x p o r t -  o r i e n t e d  t r a d e r s ,  whose i n t e r e s t s  l a y  in  d e f l a t i o n a r y  p o l i c i e s ,  and  th e  
b u r e a u c r a t i c  im p o r te r s  on J a v a ,  w hose i n t e r e s t s  l a y  in  i n f l a t i o n . 19 In  New O rd e r I n d o n e s ia ,  th e  i n t e r e s t s  o f  th e s e  two g ro u p s  c la s h  a g a in  o v e r  
th e  q u e s t i o n  o f  f o r e i g n  c a p i t a l .  W hile th e  d e c l in e  o f  a s l i  com m odity- p ro d u c e r s  ( e x p o r t e r s )  i s  a c c e l e r a t e d  by th e  p e n e t r a t i o n  o f  c a p i t a l - i n 
t e n s i v e  f o r e i g n  a n d , to  a l e s s e r  e x t e n t ,  C h in e se  in v e s tm e n t ,  p o w e rfu l  
f a c t i o n s  and f a m i l i e s  w i t h i n  th e  p o l i t i c o - b u r e a u c r a t i c  e l i t e  b e n e f i t  from  t h i s  p r o c e s s  as ( l a r g e l y  im p o r t in g )  j o i n t  v e n tu r e  p a r t n e r s . 20

The l a r g e l y  M uslim  a s l i  m e rc h an t b o u r g e o i s i e  h a v e , in  a v e ry  r e a l  s e n s e ,  b een  o v e r ta k e n  by h i s t o r y .  They a re  th e  v ic t im s  o f  th e  p e n e t r a t i o n  o f  f o r e i g n  and  C h in e se  c a p i t a l i s t s  w ith  o v e rw h e lm in g  f i n a n c i a l  and t e c h n o l o g i c a l  r e s o u r c e s .  They a re  a ls o  th e  v ic t im s  o f  a t r a d i t i o n  o f  
p o l i t i c o - b u r e a u c r a t i c  pow er ( o r i g i n a t i n g  in  th e  p r e c o l o n i a l  a g r a r i a n  k ingdom s o f  J a v a )  w h ich  h as  s u c c e s s f u l l y  i n t e g r a t e d  i t s e l f  i n t o  th e  n e o c o l o n i a l i s t  s t r u c t u r e s  o f  p o s t-1 9 4 9  I n d o n e s ia .

S t a t e  C a p i ta l i s m
I t  w i l l  be rem em bered  t h a t  th e  e a r l y  econom ic p o l ic y m a k e r s  o f  th e  P S I, th e  PNI, and th e  M asjum i w ere a l l  to  some e x t e n t  i n f lu e n c e d  by s o c i a l i s t  i d e a l s .  A lth o u g h  many o f  th e s e  i d e a l s  w ere d i l u t e d  when th e s e  l e a d e r s  w ere  fa c e d  w ith  th e  p r a c t i c a l  d i f f i c u l t i e s  o f  d is m a n t l in g  

a c o l o n i a l  econom y, th e y  w ere n e v e r  e n t i r e l y  a b a n d o n ed . In  t h e i r  
s e a r c h  f o r  ways to  b re a k  th e  D utch  econom ic s t r a n g l e h o l d ,  h o w ev e r, th e y  tu r n e d  l e s s  to  th e  a s l i  b o u r g e o i s i e  th a n  to  th e  n a t i o n a l  s t a t e  i t s e l f  
as a means o f  e s t a b l i s h i n g  some d e g re e  o f  econom ic au to no m y . B etw een 1949 and 1 95 7 , a s ta te -o w n e d  c e n t r a l  b a n k in g  sy s te m  was e s t a b l i s h e d ,  and  some s t a t e  c o r p o r a t io n s  b eg an  o p e r a t in g  in  th e  f i e l d s  o f  t r a d e  and 
m a n u f a c tu r e .  F in a n c e  M in i s t e r s  su ch  as S u m itro  and Is k a q  w ere p a r t i c u 
l a r l y  a c t i v e  in  u s in g  th e  pow er o f  th e  s t a t e  to  i n c r e a s e  n a t i o n a l  c o n 
t r o l  o f  s t r a t e g i c  s e c t o r s  o f  th e  eco n o m y .21 T h is  te n d e n c y  r a p i d l y  i n 
c r e a s e d  in  th e  p e r io d  o f  G uided  D em ocracy.

F o llo w in g  th e  n a t i o n a l i z a t i o n  o f  D utch  c o r p o r a t e  h o ld in g s  in  In d o 
n e s i a  in  1 9 5 7 -5 8 , s t a t e  c o r p o r a t io n s  w ere  e s t a b l i s h e d  to  ta k e  o v e r  th e

19Hans 0 . Schm itt, "P ost-co lon ial P o li t ic s :  A Suggested In te rp re ta tio n  o f the Indonesian Experience, 1950-1958," The A ustra lian  Journal o f  P o li t ic s  and H istory ,
9, 2 (November 1963), p p . 176-83.

20The resurgence of p riv a te  corporate investment in  Indonesia a f te r  1967 has produced the jo in t  venture and the local p a rtn e r as major fea tu res  of big  business.
In my analysis  of major business groups under the New Order, I found th a t a s l i  p ar
t ic ip a t io n  in  b ig  business was dominated by o f f i c ia l s ,  th e ir  fam ilie s , and th e ir  
a sso c ia tes  and consisted  in  accumulating m inority p artn ersh ips with foreign  or Chi
nese p a r tn e rs . T rad ition a l a s l i  bourgeoisie p a r tic ip a ted  in  very few large jo in t  ventures and re ta in ed  none of the wholly-owned la rg e -sca le  en te rp rise s  which ex isted  
before 1965. See Robison, "C apita lism ," Appendix B.

21Iskaq was the most rigorous enforcer o f the Benteng program which was, in  essence, an attem pt to use the power of the s ta te  to a l t e r  the s tru c tu re  and composi
tio n  of the bourgeoisie in  Indonesia. Under Sumitro the s ta te  was mainly ac tive  in banking and long-term cen tra l economic planning. See Thomas and Panglaykim, Indones ia , pp. 47-49.



24

c o n f i s c a t e d  D utch  i n t e r e s t s  in  s h ip p in g ,  a g r i c u l t u r a l  e s t a t e s ,  t r a d e ,  a n d , to  a l e s s e r  e x t e n t ,  m a n u f a c tu r in g .  S t a t e  c a p i t a l i s m  becam e th e  
c e n t r a l  fo c u s  o f  th e  In d o n e s ia n  G uided E conom y.22

B ut w ith  th e  o v e r th ro w  o f  S uk arno  and  th e  e s t a b l i s h m e n t  o f  th e  
New O rd e r o f  G e n e ra l S u h a r to  a f t e r  196 5 , t h e r e  b eg an  a m a jo r w ith d ra w a l  from  th e s e  p o l i c i e s .  The A m e r ic a n - t r a in e d  econom ic s t r a t e g i s t s  o f  th e  New O rd e r moved to  r e e s t a b l i s h  th e  p re e m in e n c e  o f  p r i v a t e  e n t e r p r i s e  
and f o r e i g n  c a p i t a l  in v e s tm e n t .  By 1 97 5 , f o r e i g n  c o r p o r a t io n s  w ere 
once a g a in  d o m in an t in  m in in g , f o r e s t r y ,  a n d , i n c r e a s i n g l y ,  in  th e  
im p o r t  s u b s t i t u t i o n  s e c t o r ,  e s p e c i a l l y  t e x t i l e s . 23

N o n e th e le s s ,  s e v e r a l  s t a t e  c o r p o r a t io n s  c o n t in u e  to  s i t  a s t r i d e  
s t r a t e g i c  econ om ic  s e c t o r s .  T hese in c lu d e  P e r ta m in a  ( o i l ) ,  Aneka Tarn- bang  and  Timah (m in in g ) ,  P e rk eb u n an  ( a g r i c u l t u r a l  e s t a t e s ) ,  and  G r e s ik ,  G aya, and  o th e r s  in  th e  f i e l d  o f  m a n u f a c tu r in g .  T h ere  a p p e a r  to  be two m a jo r r e a s o n s  f o r  t h e i r  s u r v i v a l .  F i r s t ,  th e  B appenas p la n n e r s  s t i l l  r e t a i n  so m e th in g  o f  th e  o ld  PSI a p p ro a c h  in  t h a t  th e y  r e g a r d  th e  p a r t i c i p a t i o n  o f  th e  s t a t e  in  s t r a t e g i c  s e c t o r s  o f  th e  economy as e s s e n t i a l  to  th e  n a t i o n a l  i n t e r e s t .  S eco n d , many o f  th e  s t a t e  c o r p o r a t io n s  
had  become th e  econom ic  f i e f s  o f  p a r t i c u l a r  m i l i t a r y - b u r e a u c r a t i c  c l i q u e s ,  and th e  g e n e r a l s  n a t u r a l l y  r e f u s e d  to  r e l i n q u i s h  th e m .2**

B u r e a u c r a t i c  C a p i ta l i s m
The r e l a t i o n s h i p  b e tw een  th e  b u r e a u c r a t i c  s t a t e  and c a p i t a l i s m  

can  o n ly  p a r t l y  be e x p la in e d  by th e  d ev e lo p m e n t o f  s t a t e  c a p i t a l i s m .
A more im p o r ta n t  f a c t o r  h as  b een  th e  d ev e lo p m e n t o f  a phenom enon w hich  
w i l l  be r e f e r r e d  to  as  b u r e a u c r a t i c  c a p i t a l i s m .  W hile  s t a t e  c a p i t a l i s m  i s  th e  p r o d u c t  o f  ’’r a t i o n a l ” o r  ’’l e g a l "  b u r e a u c r a t i c  a u t h o r i t y  ( th e  o f f i c i a l s  in v o lv e d  a re  bound by a l e g a l  fram ew ork  and do n o t  a p p ro p r i a t e  th e  m eans o f  a d m i n i s t r a t i o n ) , b u r e a u c r a t i c  c a p i t a l i s m  i s  a p r o d u c t  o f  p a t r i m o n ia l  b u r e a u c r a t i c  a u t h o r i t y  in  w hich  th e  d e m a rc a t io n  b e 
tw een  p u b l ic  s e r v i c e  and p r i v a t e  i n t e r e s t  i s  a t  b e s t  b l u r r e d .

22J .  A. C. Mackie, "The Indonesian Economy, 1950-1963," in  Glassburner, ed ., The Economy, pp. 16-69; and T. K. Tan, "Sukarnian Economics," in  Tan, e d ., Sukarno's 
Guided Indonesia9 pp. 29-45.

23The shares o f foreign  ca p ita l as a percentage o f to ta l  c a p ita l invested  in  
the major sec to rs  o f the economy under both the foreign  and domestic c a p ita l in v e s tment laws are as follow s:

A griculture and f ish e r ie s 33.5% In fra s tru c tu re 75.0
Forestry 59.3% Construction 19.0
Mining 96.0% Hotels and tourism 47.0
Industry 35.0% Others; mainly property 32.0

(Compiled from C apital Investment Board data on investment under the foreign and 
domestic investment laws up to September 1973.) I t  must also  be recognized th a t much of the c a p ita l  invested  under the domestic c a p ita l  investment laws i s  foreign loan 
c a p ita l or fo reign-financed  equ ity . See the comments of I r .  Suhud a t  the American Indonesian Chamber of Commerce Seminar, New York, September 1975, fo r some idea of the ex ten t o f foreign  banking p a r tic ip a tio n  in  nominally domestic en te rp rise  (Robi
son, "C apita lism ," ch. 9, e sp ec ia lly  p . 444).

2**As w ill be discussed below, various m ilita ry  fac tio n s secured hegemony over the operation  of s tra te g ic  s ta te  corporations, including the a g r ic u ltu ra l e s ta te s ,  Pertamina, and Bulog (the s ta te  food commodity b o a rd ).
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P a t r im o n ia l  b u r e a u c r a c y  in  I n d o n e s ia  h as  i t s  o r i g i n s  in  th e  p r e c o l o n i a l  J a v a n e s e  k in g d o m s, w here th e  k in g  d i s t r i b u t e d  ap p an ag e  b e n e 
f i c e s  to  s u p p o r t e r s ,  c l i e n t s ,  and f a m i ly .  B u r e a u c r a t i c  o f f i c e  was 
i t s e l f  an ap p an ag e  w h ich  e n t i t l e d  th e  o f f i c e h o l d e r  to  make u se  o f  th e  o f f i c e  f o r  p r i v a t e  p o l i t i c a l  and p e c u n ia r y  e n d s . 25

Such a sy s te m  h as  b een  e a s i l y  a d a p te d  to  th e  c a p i t a l i s t  e n v i r o n m ent o f  p o s t c o l o n i a l  I n d o n e s i a . 26 M odern a p p a n a g e s  ta k e  th e  form  o f  b u r e a u c r a t i c  o f f i c e s  d i s t r i b u t e d  among c i v i l i a n  and  m i l i t a r y  f a c t i o n s  in  th e  v a r io u s  g o v e rn m e n ts . The m ost l u c r a t i v e  o f  su ch  a p p a n a g e s  a re  
th o s e  o f f i c e s  w ith  th e  pow er to  a l l o c a t e  o i l  d r i l l i n g  l e a s e s ,  m in in g  l e a s e s ,  f o r e s t r y  c o n c e s s io n s ,  im p o r t  and e x p o r t  l i c e n s e s ,  g ov ern m en t 
c o n t r a c t s  f o r  c o n s t r u c t i o n  and s u p p ly ,  and s t a t e  bank  c r e d i t .

B u r e a u c r a t i c  c a p i t a l i s m  was i n i t i a l l y  i n t i m a t e l y  a s s o c i a t e d  w ith  th e  g ro w th  o f  s t a t e  c o r p o r a t i o n s .  When D utch  c o r p o r a t e  i n t e r e s t s  in  
In d o n e s ia  w ere  n a t i o n a l i z e d  in  1 9 5 7 -5 8 , m ost w ere  p u t  u n d e r  m i l i t a r y  s u p e r v i s i o n .  The m i l i t a r y - d o m in a te d  s t a t e  t r a d i n g  com pan ies  v i r t u a l l y  becam e a g e n c ie s  f o r  th e  a l l o c a t i o n  o f  im p o r t l i c e n s e s  and d i s t r i b u t o r 
s h ip s  to  C h in e se  o r  f o r e i g n  im p o r te r s ,  who c o n t in u e d  in  p r a c t i c e  to  d o m in a te  th e  im p o r t  s e c t o r . 27 The new econom ic  pow er o f  th e  m i l i t a r y  
la y  in  c o n t r o l l i n g  l e g a l  a c c e s s  to  th e  m a rk e t th ro u g h  s t a t e  m o n o p o lie s  on v a r io u s  s e c t o r s  o f  econ om ic  a c t i v i t y .  The econom ic f u n c t i o n  o f  th e  m i l i t a r y  men ru n n in g  th e s e  e n t e r p r i s e s  was to  g e n e r a te  f in a n c e  f o r  th e  p o l i t i c a l  s u r v i v a l  o f  f a c t i o n s ,  f a m i l i e s ,  and ev en  g o v e rn m e n ts .

One o f  th e  m a jo r s o u r c e s  f o r  su ch  b u r e a u c r a t i c  c a p i t a l i s m  u n d e r th e  New O rd e r h a s  b een  th e  s t a t e  o i l  c o r p o r a t io n  P e r ta m in a .  A lth o u g h  
n o m in a lly  a s t a t e  c o r p o r a t io n  o p e r a t in g  u n d e r  m i n i s t e r i a l  c o n t r o l  in  
p u r s u i t  o f  g o v e rn m e n ta l  p o l i c y ,  P e r ta m in a  was in  f a c t  u n t i l  1975 a f ie fd o m  c o n t r o l l e d  by a m i l i t a r y  o f f i c e r  d i r e c t l y  r e s p o n s i b l e  to  th e  
P r e s id e n t  in  p u r s u i t  o f  a v a r i e t y  o f  n o n g o v e rn m e n ta l i n t e r e s t s .  P e r t a 
m ina h a s  o n ly  m a r g in a l ly  b een  en g ag ed  in  a c t u a l  d r i l l i n g .  I n s t e a d ,  i t  
h a s  a c te d  p r i m a r i l y  as th e  a u t h o r i t y  a l l o c a t i n g  d r i l l i n g  l e a s e s  to  f o r e i g n  c o m p a n ie s . T h is  c o m b in a t io n  o f  m onopoly and la c k  o f  p u b l ic

25Probably the b est s ing le  analysis  of the operation  o f the appanage in  p re 
co lon ia l Java is  C liffo rd  Geertz, The Development o f  the Javanese Economy: A Sociocu ltu ra l Approach (Cambridge, Mass.:  Center fo r In te rn a tio n a l S tudies, M .I.T ., 1956).

26Several w rite rs  have noted the s im ila r i t ie s  between the appanage system of 
the p reco lon ial Javanese b u reaucra tic  kingdoms and the re la tio n sh ip s  which e x is t be
tween postco lo n ia l p arty  and m ilita ry  e l i t e s  and the c a p i ta l i s t  economy. W illner 
noted, fo r example, ” . . . the presence of s i le n t  Dutch and Chinese p artn ersh ips with whom the e l i t e  maintained a symbiotic re la tio n sh ip  which supported the modern in f ra 
s tru c tu re  w h ils t in h ib itin g  i t s  development by Indonesians1’; Ruth A. W illner, The N eotraditional Accommodation to P o li t ic a l  Independence: The Case o f  Indonesia (Princeton: Center o f In te rn a tio n a l S tudies, 1966), p. 23. Anderson observes th a t 
’’Corruption on a large  scale  ty p ic a lly  takes the form of the a l lo t t in g  of the ’su rp lu s ’ of c e rta in  key sec to rs  o f the economy to favored o f f ic ia l s  or c liques of o f f i 
c ia ls ,  whether c iv i l ia n  or m ilita ry . Rice c o lle c tio n , t in  mining, o i l  production and d is tr ib u t io n , and tax  c o lle c tio n  are only some o f the areas in  which o f f ic ia l ly  
supervised v en a lity  o ccu rs .” See Benedict R. O’G. Anderson, ’’The Idea of Power in  
Javanese C u ltu re ,” in  C laire  Holt e t  a l .,  e d s ., Culture and P o li t ic s  in  Indonesia  (Ith aca : Cornell U niversity  P ress, 1972), p . 49.

27See J .  Panglaykim and I .  Palmer, S ta te  Trading Corporations in  Developing Countries (Rotterdam: Rotterdam U niversity  Press, 1969).
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a c c o u n t a b i l i t y  a l lo w e d  P e r ta m in a f s d i r e c t o r s  to  d i v e r t  v a s t  am ounts o f  
re v e n u e  from  th e  s t a t e  to  th e  v a r io u s  m i l i t a r y  f a c t i o n s ,  in  t h i s  way 
p la y in g  a c e n t r a l  p a r t  in  b u i l d i n g  th e  New O rd e r pow er s t r u c t u r e . 28

L ike  P e r ta m in a ,  B ulog h as  a l s o  b een  d o m in a te d  by m i l i t a r y  o f f i c e r s  r e s p o n s i b l e  o n ly  to  S u h a r to  and h as  b een  c o n c e rn e d  e s s e n t i a l l y  w ith  c o n t r o l l i n g  a c c e s s  to  th e  m a rk e t .  I t  i s  th e  s o le  p u r c h a s e r  o f  b a s i c  
fo o d  c o m m o d itie s  from  b o th  o v e r s e a s  and d o m e s t ic  s o u r c e s  and i s  th e  a l l o c a t o r  o f  d o m e s tic  d i s t r i b u t i o n  o f  th e s e  g o o d s .29

On th e  w h o le , h o w e v e r, th e  r i s e  o f  th e  New O rd e r h as  made th e  p r i v a t e  c o r p o r a t io n  th e  f o c a l  p o i n t  o f  in v e s tm e n t  and  p r o d u c t io n ;  and th e  d o m in an t p o l i t i c o - b u r e a u c r a t i c  g ro u p s  q u ic k ly  e s t a b l i s h e d  p r i v a t e  com pan ies  as a means o f  e n r ic h in g  th e m s e lv e s .  The l a r g e s t  o f  th e s e  
" p r i v a t e "  e m p ire s  a r e :

Group
Department o f Defense (Hankam) 
M ilita ry  commands

Army S tra teg ic  Reserve (Kostrad)
Special Operations (Opsus) associa ted  groups

Siliw angi D ivision 
Department o f In te r io r

Company
P.T. Tri Usaha Bhakti
INKOPAD (Army)INKOPAL (Navy)
INKOPAK (Police) 
INKOPAU (Air Force)
Yayasan Dharma Putra
Pan Group 
P akarti Group Berkat Group
P.T. P ropelat
P.T. Poleko30

Many o f  th e  d i r e c t o r s  and c o m m iss io n e rs  o f  th e  com p an ies  in  th e s e  
g ro u p s  a r e  men who w ere  f o r m e r ly ,  o r  in d e e d  s t i l l  a r e ,  s e n i o r  o f f i c e r s  w i t h i n  th e  f in a n c e -a n d -e c o n o m y  s e c t i o n s  o f  p a r t i c u l a r  m i l i t a r y  commands

28The inform ation on Pertamina and Ibnu Sutowo i s  fragmented, and a d e f in itiv e  study o f th is  c ru c ia l element in  the p o l i t ic a l  economy o f Indonesia has yet to  be made. The re la tio n sh ip  between Pertamina and the s ta te  is  tre a te d  to  some extent in  
Robison, "Capitalism,** pp. 248-58.

290ver the l a s t  decade both Pertamina and Bulog have been sub jec ts of in tense  
p o l i t ic a l  debate focused on the question  o f acco u n tab ility  and o f i l l e g a l  channeling of s ta te  funds to  cen ters o f p o litic o -b u re a u c ra tic  power. This m atter is  discussed 
in  ib id . Something o f the stru gg le  is  re f le c te d  in  the Report o f the Commission of 
Enquiry in to  Corruption published in  Sinar Harapan, Ju ly  18-23, 1970, in  which conside rab le  a tte n tio n  is  given to  the d e s ir a b i l i ty  o f making Pertamina accountable. A 
close ana lysis  o f Bulog a c t iv i t ie s  is  to be found in  the a r t ic le  "Ratu P e li ta  Sedang 
Gundah," Tempo, October 28, 1972.

30D etailed tab les  on the major business groupings and th e ir  component companies, including shareho lders, to ta l  equ ity , d iv is io n  o f shares, d irec to rsh ip s , and d iv is io n  of p r o f i ts ,  are included in  Robison, "Capitalism,** Appendix B. The o rig in a l sources 
for th is  inform ation include B erita  Negara Republik Indonesia, Tambahan: Perseroan% 
Terbatas, Perseroan% Firma atau Komanditer dan Perkumpulan% Koperasi (henceforth BNPT) , 1960-75; the Monthly Reports o f the BKPMA; business and economic journals 
such as Business News; the weekly magazine Tempo; Jak arta  newspapers; and extensive 
interview s with large  numbers o f Jak arta  businessmen.
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( F i n e k ) . 31 P a r t  o f  t h e i r  f u n c t i o n  i s  to  c h a n n e l th e  fu n d s  r a i s e d  
th ro u g h  t h e i r  b u s i n e s s e s  to  s u s t a i n  e x i s t i n g  p o l i t i c o - b u r e a u c r a t i c  p o w e r - s t r u c t u r e s .

A v a r i a n t  fo rm  o f  b u r e a u c r a t i c  c a p i t a l i s m  in v o lv e s  th e  o w n e rsh ip  
o f  p r i v a t e  c o m p a n ie s , n o t  by m i l i t a r y  com mands, b u t  by th e  f a m i l i e s  o f  p o w e rfu l  p u b l i c  f i g u r e s .  The m ost p ro m in e n t o f  th e s e  b u s in e s s  g ro u p s  a r e  th o s e  o f  th e  f a m i l i e s  o f  P r e s id e n t  S u h a r to ,  S u l ta n  Hamengku Buwono, 
and G e n e ra l Ib n u  S u to w o .32

U n lik e  s t a t e  c a p i t a l i s m  o r  th e  c a p i t a l i s m  o f  p r i v a t e  e n t r e p r e n e u r s ,  w h ich  a re  g e n e r a l l y  d e v o te d  to  th e  a c c u m u la t io n  and p r o d u c t iv e  
in v e s tm e n t  o f  c a p i t a l ,  b u r e a u c r a t i c  c a p i t a l i s m  i s  d e v o te d  to  r a i s i n g  fu n d s  f o r  d i r e c t l y  p o l i t i c a l  p u r p o s e s .  In  a s i t u a t i o n  o f  i n t e n s e  comp e t i t i o n  f o r  pow er b e tw een  f a c t i o n s  o f  th e  r u l i n g  m i l i t a r y  o l i g a r c h y ,  
e a ch  m ust h av e  a c c e s s  to  i t s  own s o u r c e s  o f  f in a n c e  to  b r id g e  th e  gap b e tw een  r e g u l a r  b u d g e ta ry  a l l o c a t i o n  and  a c t u a l  p o l i t i c a l  n e e d .33 * In  t h i s  s e n s e ,  su ch  b u r e a u c r a t i c  c a p i t a l i s t  a c t i v i t i e s  p a r a l l e l  th e  f r o n t  o r g a n i z a t i o n s  and n ew sp ap e rs  c o n t r o l l e d  by su ch  c e n t e r s  o f  pow er as Hankam, O p su s , B ak in  ( S t a t e  I n t e l l i g e n c e  A g e n cy ), and th e  P r e s i d e n t i a l  
P a l a c e . 3** (N e e d le s s  to  s a y ,  th e  o p p o r t u n i t i e s  f o r  th e  a c c u m u la t io n  o f  
m a ss iv e  p e r s o n a l  w e a l th  a r e  a l s o  a m a jo r i n c e n t i v e  f o r  p o w e rfu l  o f f i c i a l s  to  en g ag e  in  econ om ic  a c t i v i t y ,  as i s  d e m o n s tra te d  by th e  e x t r a v a g a n t  l i f e  s t y l e s  o f  h ig h - r a n k in g  m i l i t a r y  o f f i c e r s  and  t h e i r  f a m i l i e s . )

B ecau se  th e  b u r e a u c r a t i c  c a p i t a l i s t s  se ldo m  have th e  c a p i t a l ,  t e c h n o lo g y ,  know -how , o r  ev en  th e  i n t e n t i o n  o f  becom ing  d i r e c t l y  i n 
v o lv e d  in  in v e s tm e n t  and p r o d u c t i o n ,  th e y  m ust n e c e s s a r i l y  a l l y  them s e lv e s  w ith  a c t u a l  e n t r e p r e n e u r s ,  u s u a l l y  f o r e i g n  o r  C h in e se  b u t  
o c c a s i o n a l l y  a s l i .  The te rm s  o f  su ch  a l l i a n c e s  a r e  an ex ch an g e  o f  a c c e s s  to  th e  m a rk e t f o r  a s h a re  o f  th e  p r o d u c t .  T hese  a l l i a n c e s  work

310 ff ic e rs  prominent (now or in  the past) in  p riv a te  m ilita ry  business groups 
who were form erly attached  to m ilita ry  finance or lo g is t ic s  u n its  include:

General Sudgono Humardani, now a d ire c to r  of P.T. Tri Usaha Bhakti and lynchpin of the Opsus business group. Formerly Deputy Chief of Finek, Diponegoro D ivision, 
and Deputy Chief o f Finek, Army Central Command.

General Suryo, Head of Yayasan Dharma Putra and the state-owned Hotel Indone
s ia  group. Former chairman of the S tate  Auditing O ffice and personal p re s id e n tia l 
adv iser fo r finance and the economy.Kol. Eanafi Wiradirega, P resid en t-D irecto r o f the Siliwangi business group P.T. P rope la t. Former Chief o f Finek, Siliwangi D ivision.

32Full d e ta i ls  on these and o ther family business groups are given in  Robison, 
"C apita lism ," Appendix B.

33The budgetary s h o r tf a l l  and the need to  secure p riv a te  sources o f income fo r m ilita ry  u n its  have been adm itted by Admiral Sudomo (Tempo, June 7, 1975), General Hartono (Pedoman, September 30, 1969), and Admiral Harjono (Ekspres, October 3, 1970). The Armed Forces newspaper Angkatan Bevsendgata (March 4, 1970) a lso  d ea lt with th is  
dimension o f m ilita ry  financing .

3**For example, the newspapers Suara Karya and B erita  Buana are associa ted  with Opsus. Angkatan Bevsendgata is  assoc ia ted  with Hankam. Ibnu Sutowo1s personal g if ts  o f mosques and sp orts  s ta d ia  are well documented in  the Jak arta  p re ss . The Commission  of Enquiry in to  Corruption mentioned in  th e ir  Report o f Ju ly  1970 the need to 
reg u la rize  personal expenditure on g if ts  and scholarsh ips by the P resident (see Sinar Havapan, Ju ly  18-23, 1970).
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n o t  th ro u g h  p u b l i c  p o l i c y  c h a n n e ls  b u t  th ro u g h  d i r e c t  t i e s  b e tw een  p a r 
t i c u l a r  c e n t e r s  o f  p o l i t i c o - b u r e a u c r a t i c  pow er and p a r t i c u l a r  b u s in e s s  g ro u p s .  The p r i v a t e  b u s in e s s  e m p ire s  m e n tio n e d  above a re  th e  i n s t r u 
m e n t a l i t i e s  o f  su c h  a l l i a n c e s .

On a more s p e c i f i c  l e v e l ,  w hat h av e  b een  th e  i n s t i t u t i o n a l  form s 
o f  t h i s  b u r e a u c r a t i c  c a p i t a l i s m ?  One fo rm , d e v e lo p e d  e a r l y  o n , h as  b een  m onopoly  c o n t r o l  o v e r  seg m en ts  o f  th e  im p o r t  s e c t o r .  P ro b a b ly  th e  m o st s i g n i f i c a n t  exam ple  o f  t h i s  form  h a s  in v o lv e d  th e  im p o r t  o f  a u to m o b i le s .  In  th e  1950s and e a r l y  1 9 6 0 s , th e  p a r t y  f a c t i o n s  w h ic h , 
a t  v a r io u s  t im e s ,  s e c u r e d  c o n t r o l  o v e r  th e  D ep a rtm e n t o f  T rad e  and c o n s e q u e n t ly  o v e r  th e  a l l o c a t i o n  o f  agen cy  l i c e n s e s ,  a l l o c a t e d  s o le  a g e n 
c i e s  to  c l i e n t  b u s in e s sm e n  su ch  as Hashim  N in g , D asaad , H a ji  A bdul Ghany A z iz ,  th e  L u b is  f a m i ly ,  Suwarma, and P a n g g a b e a n . 35 U nder th e  
New O rd e r ,  h o w e v e r, th e  pow er c e n t e r s  hav e  n o t  a l l o c a t e d  th e s e  a g e n c ie s  
to  c l i e n t s  b u t  h av e  i n s t e a d  e s t a b l i s h e d  t h e i r  own s o le  agen cy  com pan i e s ,  o f t e n  u s in g  C h in e se  p a r t n e r s  as  th e  a c t u a l  o p e r a t o r s .  F o r exam p l e ,  K o s tra d  now owns th e  V olksw agen  ag en cy  th ro u g h  i t s  Y ayasan  Dharma 
P u t r a  b u s in e s s  g ro u p  in  p a r t n e r s h i p  w ith  th e  C h in e se  b u s in e s sm e n  S ja -  f i e f  M a rg e ta n  and  S o fy an  W anandi (Liem B ian  K o e n ) .36 Ib nu  Sutowo owns th e  M i t s u b i s h i  ag en cy  Krama Yudha and i s  a p a r t n e r  w ith  H ashim  N ing in  N a t io n a l  M o to r s .37 In  a d d i t i o n ,  he i s  a p a r t n e r  w ith  M ercedes Benz in  th e  M erced es im p o r t ,  a s s e m b ly , and d i s t r i b u t i o n  a g e n c ie s  P .T . German 
M oto rs and  P .T . S t a r  M o to r s .38 The P r e s i d e n t ’ s b r o t h e r ,  P r o b o s u te jo ,  
i s  a p a r t  owner o f  th e  im p o r te r  and d i s t r i b u t o r  P .T . M u lt i  F ra n c e  M o to rs . 39

More r e c e n t l y ,  h o w e v e r, im p o r t m o n o p o lie s  h av e  b een  e c l i p s e d  to  some e x t e n t  by o th e r  fo rm s o f  m onopoly , n o t a b ly  lu m b er c o n c e s s io n s .  T hese c o n c e s s io n s  have  b een  d i s t r i b u t e d  among th e  v a r io u s  c e n t e r s  o f  
p o l i t i c o - b u r e a u c r a t i c  p o w er, p r i m a r i l y  th e  m i l i t a r y  com mands. Thus th e  Hankam b u s in e s s  g ro u p  P .T . T r i  U saha B h a k t i ,  in  p a r t n e r s h i p  w ith  
th e  b u s in e s s  g ro u p s  o f  p a r t i c u l a r  r e g io n a l  m i l i t a r y  com mands, c o n t r o l s  
a t  l e a s t  f o u r t e e n  c o n c e s s io n s  and t im b e r  c o m p a n ie s . O th e rs  a r e  owned 
by K o s t r a d ,  P .T . P o le k o , th e  P r e s i d e n t i a l  P a l a c e ,  th e  Ib n u  Sutowo f a m i ly ,  and  o th e r  a s s o r t e d  m i l i t a r y  g ro u p s .  In  e v e ry  c a s e  th e  c o n c e s s i o n - h o ld i n g  com pany i s  e s t a b l i s h e d  w ith  m in im al c a p i t a l  in v e s tm e n t ,  
r a r e l y  e x c e e d in g  R p. 5 m i l l i o n  (a b o u t US $ 1 2 ,5 0 0 ) .  The c o n c e s s io n s  
a r e  t r a n s f o r m e d  i n t o  o p e r a t i o n a l  com p an ies  o n ly  w ith  th e  i n f u s i o n  o f  
f o r e i g n  and C h in e se  c a p i t a l ,  w h ich  g e n e r a l l y  l i f t s  th e  in v e s tm e n t  to  th e  l e v e l  o f  R p . 1 ,0 0 0  m i l l i o n  and a b o v e .40 T h is  r e p r e s e n t s  an In d o 

35Under PSI patronage, Hashim Ning was appointed P resid en t-D irecto r of the 
state-owned C hrysler assembler I.S .C . Together with Dasaad, he secured the so le 
agency fo r the import and assembly o f F ia ts  by P.T. Daha. Aziz secured the In ternatio n a l H arvester, Lubis the Leyland, Suwarma the Mercedes, and Panggabean the Volkswagen so le  agencies, re sp e c tiv e ly .

36For d e ta i l s ,  see BNPT, 1971 no. 591. 37BNPT, 1972 no. 408.
3QBNPT, 1971 no. 275, and 1973 no. 935. 39BNPT, 1973 no. 591.
40Some examples are : P.T. IRDA (Rp. 1 m illion) assumed a 25 percent share inthe jo in t  venture P.T. I .T .C .I . (Rp. 200 m illio n ); P.T. Sula (Rp. 2.5 m illion) as

sumed a 30 percent share in  the jo in t  venture P.T. Taliabu Luna (Rp. 800 m illio n ); 
P.T. Mulawarman Bhakti (Rp. 1 m illion) assumed a 44 percent share in  the jo in t  ventu res P.T. Kayu Mulawarman (Rp. 560 m illion) and P.T. AC Timber Raya (Rp. 622 m il
lion) . Full d e ta i ls  o f the fo re s try  jo in t  ventures are in  Robison, ’’C apitalism ,’' Appendix B, and pp. 260-61, 286-88.
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n e s ia n  c o n t r i b u t i o n  on th e  o r d e r  o f  0 .5  p e r c e n t .  Y et t y p i c a l l y ,  th e  m i l i t a r y  c o n c e s s io n - h o ld e r s  end  up w ith  a 20-25  p e r c e n t  i n t e r e s t  in  th e  o p e r a t i o n a l  lo g g in g  com pany. The c e n t r a l  f e a t u r e  o f  th e  j o i n t  v e n tu r e  i s  th e  ex ch an g e  o f  p o l i t i c a l l y  c o n t r o l l i n g  econom ic  c o n c e s s io n s  
f o r  f i n a n c i a l  r e w a r d .  A n a ly s is  o f  th e  m a jo r j o i n t  v e n tu r e s  in v o lv in g  
a s l i  p a r t n e r s  r e v e a l s  t h a t  th e  t y p i c a l  j o i n t  v e n tu r e  in v o lv e s  an a s l i  
s h a r e h o ld in g  o f  b e tw ee n  10 and 25 p e r c e n t ,  w ith  th e  a s l i  p a r t n e r  u s u a l 
ly  a g e n e r a l  o r  a member o f  a p ro m in e n t p o l i t i c a l  f a m i ly .  In  h i s  s tu d y  o f  J a p a n e s e  c o r p o r a t e  in v e s tm e n t  in  I n d o n e s ia ,  Y osh i T surum i c o n c lu d e d  
t h a t  28 o u t  o f  30 a s l i  p a r t n e r s  w ere s e l e c t e d  f o r  t h e i r  c o n t a c t s  w i th in  
th e  g o v e rn m en t and t h a t  th e  e q u i ty  o f  l o c a l  p a r t n e r s  in  th e  l a r g e r  v e n 
tu r e s  h ad  b een  f in a n c e d  by th e  f o r e i g n  p a r t n e r .  Many In d o n e s ia n s  
have b een  s c a th i n g  in  t h e i r  c r i t i c i s m  o f  th e  r o l e  o f  a s l i  p a r t n e r s  and 
a s l i  c a p i t a l  i n  j o i n t  v e n t u r e s .  Even th e  c o n s e r v a t iv e  B u s in e s s  News com m ented t h a t :

. . . the p a r tic ip a tio n  of local employees and c a p ita l  in  the jo in t  venture should be a re a l fa c t and not merely a mask. The danger o f 
shammed jo in t  ventures i s  q u ite  r e a l ,  p a r t ic u la r ly  i f  Japanese or 
local entrepreneurs wish only to  look fo r the sh o rt term p r o f i t s .  S hort-sigh ted  Japanese entrepreneurs are q u ite  happy because they 
have th e ir  own way of doing business, paying handsomely th e ir  local 
puppets. These local puppets have nothing to complain o f; enough sa la ry , liv in g  among high c i r c le s ,  known as local p artn e rs  without doing any work. The lo se rs  are the general pub lic  who pay a l l  the 
c o s ts , ju s t  to enrich  a small group o f persons without c rea tin g  any p o s s ib i l i t ie s  fo r the emergence o f bona fide  entrepreneurs in  the 
fu tu re .^ 2

In d e e d , th e  a s l i  p a r t n e r ,  th e  b u r e a u c r a t i c  c a p i t a l i s t ,  h a s  no c o n c e rn  w ith  th e  p r o d u c t iv e  a c c u m u la t io n  o f  c a p i t a l .  C o n s e q u e n tly , he d oes n o t  
c o n s t i t u t e  a c h a l le n g e  e i t h e r  to  th e  n e o p a t r im o n ia l  s t a t e  o r  to  th e  
d o m in a tio n  o f  an u n d e v e lo p e d  economy by f o r e i g n e r s  and C h in e se  b o u r 
g e o i s i e ;  r a t h e r ,  he i s  e s s e n t i a l  to  th e  s u r v i v a l  o f  b o th .

I t  may be u s e f u l  to  i l l u s t r a t e  t h i s  n o t io n  o f  b u r e a u c r a t i c  c a p i 
t a l i s m  by lo o k in g  a t  th e  h i s t o r i c a l  d ev e lo p m e n t o f  one p a r t i c u l a r ,  b u t  v e ry  t y p i c a l ,  b u r e a u c r a t i c  c a p i t a l i s t  g r o u p - - th e  c i r c l e  o f  th e  S u h a r to  
f a m i l y .

P r e s id e n t  S u h a r to 1s b u s in e s s  a s s o c i a t i o n s  d a te  b ack  to  th e  l a t e  
1 9 5 0 s , when he was commander o f  th e  D ip o n ego ro  D iv i s io n .  At t h a t  tim e  th e  D iv is io n  e s t a b l i s h e d  a p a r t n e r s h i p  w ith  C h in e se  b u s in e s sm e n  in  th e  
s h ip p in g  co m p an ies  P .T . P an g g e ran g  and P .T . Dwi B h a k t i . 43 The th e n  
M ajo r S ud jon o  H u m ard an i, from  th e  D i v i s i o n 's  f in a n c e -a n d -e c o n o m y  * *

**1Yoshi Tsurumi, A Report Submitted to the Harvard Advisory Group (Jakarta : 
Bappenas, October 1973), pp. 13-14.

**2Business News ( e d i to r ia l ) ,  February 3, 1973.
*3BNPT, 1959 no. 826, and 1963 no. 263. An in te g ra l p a rtn e r of these Diponegoro companies was the Chinese businessman Moh. (Bob) Hasan, whose extensive business group today links prominent m ilita ry  fig u res and th e ir  fam ilies with Chinese business in te r e s t s .  Note e sp ec ia lly  P.T. Karana and P.T. Wasesa, two shipping companies which once included General Gatot Subroto and h is  wife as shareholders and which a llo ca te  

a p o rtion  of th e ir  p ro f i ts  to  Mrs. S uharto 's Yayasan K artika Jaya. (BNPT, 1973 no.662, and 1968 no. 44.)
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s e c t i o n ,  s e r v e d  as  o f f i c i a l  s h a r e h o l d e r .  F o llo w in g  h i s  t r a n s f e r  to  K o s tra d  in  th e  e a r l y  1 9 6 0 s , S u h a r to  becam e a s s o c i a t e d  w ith  th e  K o s tra d  
b u s in e s s  g ro u p , Y ayasan  Dharma P u t r a ,  t o g e t h e r  w ith  h i s  f e l lo w  o f f i c e r s  S uryo  and  S o f y a r .

W hile  th e  e a r l y  b u s in e s s  a c t i v i t i e s  o f  K o s tra d  in v o lv e d  th e  d i s 
t r i b u t i o n  o f  t r a d i n g  c o n c e s s io n s  in  W est I r i a n ,  Y ayasan  Dharma P u t r a  moved i n t o  th e  f i e l d  o f  j o i n t  v e n tu r e s  a f t e r  1 96 5 . The hub o f  K o s tra d  o p e r a t io n s  to d a y  i s  th e  Bank Windu K en can a , i n  w h ich  s h a r e s  a r e  h e ld  
by K o s tra d  o f f i c e r s ,  w h i le  th e  o p e r a t io n s  a r e  c o n d u c te d  by th e  K encana 
g ro up  o f  Liem S io e  L io n g . O th e r  v e n tu r e s  in c lu d e  a lo g g in g  com pany, an a i r l i n e ,  a t r a d i n g  com pany, and an a u to m o b ile  im p o r t  ag en cy  in  p a r t 
n e r s h ip  w ith  C h in e se  b u s in e s sm e n  o f  th e  M a n tru s t  and O psus g r o u p s . ^

S u h a r to ,  h o w e v e r, moved on to  become a s s o c i a t e d  n o t  o n ly  w ith  K o s t r a d 1s b u s in e s s  e m p ire ,  b u t  w ith  a fa m ily  e m p ire  o f  h i s  own, th e  
s o - c a l l e d  C endana g ro u p . T h is  em p ire  i s  e s s e n t i a l l y  a n ex u s  o f  j u n i o r  p a r t n e r s h i p s  in  j o i n t  v e n tu r e s  w ith  C h in e se  and  f o r e i g n  b u s in e s s m e n .
The m ost im p o r ta n t  a l l i a n c e  e x i s t s  w ith  Liem S io e  L ion g  and h i s  K encana 
g roup  w h ich  s in c e  1965 h as  had  th e  "good  f o r t u n e "  o f  o b t a in i n g  th e  c r e d i t  and  l i c e n s e s  n e c e s s a r y  to  e s t a b l i s h  co m pan ies in  b a n k in g , l o g g in g ,  t r a d e ,  crumb r u b b e r ,  f l o u r  m i l l i n g ,  and cem ent.**5 An i l l u s t r a t i o n

4**The major companies w ith in  the Yayasan Dharma Putra group include: P.T. Bank Windu Kencana (MPT, 1968 no. 74); P.T. Seulawah Mandala A irlines  (BNPT, 1971 no. 319); P.T. Garuda Mataram Volkswagen im porters and assemblers (BNPT, 1971 no. 591); and P.T. Asia Veteran Development Logging Co. (BNPT, 1973 no. 21).
**5A b r ie f  o u tlin e  o f the Cendana group is  as follows:

Suharto family and Chinese or foreign 
Company asso c ia te s  shareholding shareholding

P.T. Rumpun E sta tes Mrs. Suharto with(BNPT, 1968 no. 1) Diponegoro o ff ic e rsand wives, 6% each
P.T. K artika Chandra Hotel (BNPT, 1970 no. 87)

100%

P.T. Hanurata Logging (BNPT, 1973 no. 320)
100% —

P.T. Waringin Kencana Trade $ Crumb Rubber (BNPT, 1970 no. 275)
15% Liem Sioe Liong 

Group 85%
P.T. Bogasari Flour M illing (BNPT, 1970 no. 258)

4% Liem Sioe Liong 
Group 96%

P.T. Indonesia Cement (BNPT, 1974 no. 273)
5% Liem Sioe Liong 

Group 95%
P.T. Kabel Metal 
(BNPT, 1972 no. 503)

49% W. Germany 51%

P.T. Semen Nusantara 
(BKPMA, March 4, 1974)

30% Japan 70%

Bank Ramayana (BNPT, 1971 no. 604)
7% Ong Seng Keng and o ther Chinese 93%

P.T. Mercu Buana Clove Import 
(BNPT, 1967 no. 137)

100% --
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o f  th e  m e c h a n ic s  o f  th e s e  r e l a t i o n s h i p s  i s  p r o v id e d  in  th e  c a s e  o f  P .T . B o g a s a r i ,  a Liem company w hich  s e c u r e d  a m onopoly  p o s i t i o n  in  f l o u r  
m i l l i n g  and  d i s t r i b u t i o n  f o r  W est J a v a  t o g e th e r  w ith  c r e d i t  o f  Rp. 2 ,8 0 0  m i l l i o n ,  a l th o u g h  i t s  i n i t i a l  c a p i t a l  was o n ly  R p . 100 m i l l io n .* * 6 In  
r e t u r n ,  L iem ’ s p o l i t i c a l  p a t r o n s  w ere w e l l  re w a rd e d : th e  P r e s i d e n t ’ s 
s t e p b r o t h e r ,  S ud w ik atm o n o , was g iv e n  th e  p o s i t i o n  o f  S e n io r  D i r e c t o r  and 4 p e r c e n t  o f  th e  s h a r e s ,  w h ile  28 p e r c e n t  o f  th e  p r o f i t s  o f  B ogas a r i  w ere  to  be d iv id e d  b e tw een  K o s t r a d ’ s Y ayasan  Dharma P u t r a  and M rs. S u h a r to ’ s Y ayasan  H arap an  K ita .**7

A p a rt  from  S udw ikatm ono, who h o ld s  s h a r e s  in  a w ide ra n g e  o f  Liem 
c o m p a n ie s , o th e r  members o f  th e  S u h a r to  f a m i ly ,  i n c lu d in g  th e  P r e s i d e n t ’s b r o t h e r ,  P r o b o s u te jo ,  and M rs. S u h a r to ’ s b r o t h e r s ,  B e rn a rd  Ibnu H ardoyo and Benny J o n o s isw o n o , h ave  s h a r e h o ld in g s  in  a v a r i e t y  o f  f o r e ig n  and C h in e se  c o m p a n ie s . In  each  c a s e  th e  n a tu r e  o f  t h e i r  r e l a t i o n 
s h ip  to  th e  com pan ies  a p p e a rs  to  be s i m i l a r  to  w hat we have se e n  in  th e  B o g a s a r i  m o d e l. P r o b o s u te jo  a l s o  owns P .T . M ercu B uana, a company 
b u i l t  on a l u c r a t i v e  o f f i c i a l  m onopoly o f  c lo v e  im p o r ts .

The p a t t e r n  i l l u s t r a t e d  in  th e  Y ayasan  Dharma P u t r a  and C endana c a s e s  i s  r e p l i c a t e d  e ls e w h e r e ,  n o ta b ly  in  th e  b u s in e s s  e m p ire s  o f  S u l 
t a n  Hamengku Buwono and  G e n e ra l Ib n u  Sutow o. M in o r i ty  s h a r e h o ld in g  in  th e  j o i n t  v e n tu r e s  w ith  C h in ese  p a r t n e r s  i s  th e  d o m in an t fo rm  o f  su ch  
b u s in e s s  a c t i v i t y ;  th e  co m p an ies  th u s  form ed  i n v a r i a b l y  e n jo y  p r i v i 
le g e d  a c c e s s  to  s t a t e  c o n t r a c t s ,  im p o rt and  f o r e s t r y  c o n c e s s io n s ,  and o th e r  m o n o p o l i s t ic  a d v a n ta g e s .  In  th e s e  c a s e s ,  t o o ,  th e  r e l a t i o n s h i p  b e tw een  C h in ese  b u s in e s s  g ro u p s  and  t h e i r  p o l i t i c a l  p a t r o n s ,  i . e . ,  b e tw een  Ibn u  Sutowo and Tong D jo e , and S u l ta n  Hamengku Buwono and Djamzu
P ap an , e x te n d s  b ack  s e v e r a l y e a rs .* * 8 In  g e n e r a l ,  th e f o r t u n e s  o f

Company
Suharto family and 

asso c ia tes shareholding
Chinese or foreign shareholding

P.T. Mercu Buana C ontractors
{BNPT, 1973 no. 764)

100% —
P.T. Mercu Buana Chemicals {BNPT, 1973 no. 533)

50% Agus Nursalim 50%

P.T. Multi France Motors {BNPT, 1973 no. 591)
25% Hendra Wijaya 75%

P.T. Buana E state  Property 
{BNPT, 1973 no. 649)

100%

P.T. Kedawung Subur Glass 
{BNPT, 1974 no. 103)

35% Agus Nursalim 65%

**6See Nusantara, December 11, 1971, and Indonesia Raya, November 3, 1972, for 
d e ta i ls  on the establishm ent of Bogasari.

**7BNPT, 1970 no. 258.
**8Tong Djoe, form erly of Palembang and now of Singapore, was associa ted  with 

Sutowo during the l a t t e r ’s ea rly  years as d ire c to r  o f Permina (one o f the forerunners 
of Pertam ina). By the la te  1960s, Pertamina was purchasing and charte ring  ships from Tong Djoe, while Tong’s Handara shipyard in  Hong Kong was supplying Pertamina with barges and tugs. See Howard Dick, "The Indonesian In te r is la n d  Shipping Industry" 
(Ph.D. th e s is , A ustra lian  National U niversity , 1977), ch. 6. Sutowo and Tong Djoe are also  p riv a te  jo in t  venture p artn e rs  in  a wide v a rie ty  of companies including shipyards, a h o te l, a tra v e l company, and a livestock  company. (See Robison,
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C h in e se  b u s in e s s  g ro u p s  have te n d e d  to  r i s e  and f a l l  w i th  th o s e  o f  
t h e i r  p a t r o n s ;  s e v e r a l  o f  th e  m a jo r oukong  (C h in e se  f i n a n c i e r s )  o f  New O rd e r I n d o n e s ia  w e re , p r e v io u s  to  196 5 , o f  r e g io n a l  r a t h e r  th a n  n a t i o n a l  im p o r ta n c e ,  many o f  them  com ing from  Sem arang and M edan, w here th e y  w ere a s s o c i a t e d  w ith  e i t h e r  th e  D ip on ego ro  D iv is io n  o r  K o s t r a d .

An im p o r ta n t  q u e s t i o n  to  be r a i s e d  h e re  i s  w h e th e r  th e  movement o f  th e  f a m i l i e s  o f  p o w e rfu l  o f f i c i a l s  i n t o  b u s in e s s  r e p r e s e n t s  th e  b e 
g in n in g s  o f  a c o n s o l i d a t e d  r u l i n g  c l a s s . W ill  th e s e  f a m i l i e s  r e t a i n  
econom ic pow er a f t e r  th e y  lo s e  c o n t r o l  o f  p o l i t i c a l  o f f i c e  a n d , c o n s e q u e n t l y ,  o f  th e  pow er to  a l l o c a t e  c o n c e s s io n s  o f  v a r io u s  ty p e s ?  Are 
th e y  in  th e  p r o c e s s  o f  t r a n s f e r r i n g  t h e i r  b a s e  o f  pow er from  b u r e a u c r a t i c  o f f i c e  to  o w n e rsh ip  o f  c a p i t a l ?  F or th e  m ost p a r t  th e  an sw er m ust be t h a t  th e y  a re  n o t .  T h e i r  b u s in e s s  e m p ir e s ,  as  d e s c r ib e d  a b o v e , re m a in  n e t s  o f  m in o r i ty  s h a r e h o ld in g s  in  j o i n t  v e n tu r e s  in  w hich  t h e i r  
r o l e  i s  s t r i c t l y  p o l i t i c a l ,  and th u s  can  n o t  be s u s t a i n e d  a f t e r  l o s s  o f  
o f f i c e .  They w i l l  be o f  no v a lu e  to  j o i n t  v e n tu r e  p a r t n e r s  once th e y  a re  u n a b le  to  m o b i l iz e  l i c e n s e s ,  c r e d i t ,  c o n t r a c t s ,  and  o th e r  c o n c e s s io n s  .

T h ere  i s  some e v id e n c e ,  h o w ev e r, t h a t  th e  m a jo r  f a m i l i e s  a r e  now a b le  to  m o b i l iz e  c o n s id e r a b le  am ounts o f  p r i v a t e l y  owned c a p i t a l .  To th e  end  o f  1 97 2 , o v e r  R p . 250 b i l l i o n  o f  in v e s tm e n ts  had  b een  made 
u n d e r  th e  f,c a p i t a l - w h i t e n i n g ff schem e w hereby  no e x p l a n a t i o n  o f  th e  s o u rc e  o f  fu n d s  i s  re q u ire d .* * 9 C a p i t a l - w h i t e n in g  i s  a d e l i b e r a t e  a t 
tem p t to  d i r e c t  i l l e g a l l y  a c c u m u la te d  money i n t o  p r o d u c t iv e  in v e s tm e n t .  W hile much o f  t h i s  money may be t h a t  b ro u g h t  b ack  i n t o  I n d o n e s ia  by 
C h in e se  b u s in e s s m e n , i t  i s  r e a s o n a b le  to  assum e t h a t  th e  r e g u l a t i o n s  have  a l s o  b een  u se d  to  i n v e s t  money d e r iv e d  from  th e  e x p l o i t a t i o n  o f  
o f f i c e .

T h ere  a r e  s e v e r a l  w e ll-k n o w n  ex am p les  o f  in v e s tm e n ts  by th e  m a jo r 
f a m i l i e s  and  t h e i r  c l i e n t s  f in a n c e d  by th e  p r i v a t e  c a p i t a l  r e s o u r c e s  o f  p ro m in e n t  o f f i c i a l s .  One c a se  i s  t h a t  o f  th e  P .T . Semen C ire b o n  
cem ent w orks o f  th e  S u h a r to  fa m ily  c l i e n t ,  Sukam dani G i to s a r jo n o ,  who was a b le  to  demand and s e c u r e  a 75 p e r c e n t  p e r s o n a l  s h a r e h o ld in g  in  a 
R p . 1 8 ,0 0 0  m i l l i o n  i n v e s t m e n t .* 50 The S u l ta n * s  c l i e n t ,  Teuku D aud, as w e l l  a s  Ib n u  Sutowo and G e n e ra l B a ram u li o f  th e  P o lek o  g ro u p , a l s o  f u l l y  own s e v e r a l  s u b s t a n t i a l  c o m p a n ie s .51 H ow ever, th e  fo c u s  o f

"C apitalism ," p . 319 and Appendix B.)
The major Chinese p artn e rs  in  the S u ltan 's  business group are Teddy Chandrajaya and Petrus T irta ja y a , both of whom are associa ted  with the Putera group which in  the 

1950s was p a r t o f the PSI/Bank of Indonesia c lu s te r  o f e n te rp rise s . At th a t time the Sultan was working c lo se ly  with Dr. Sumitro and o thers in  the PSI to e s tab lish  th is  p a r t ia l ly  state-owned core of companies. See S u tte r , In d onesia n isasi, pp . 981, 1054-64; and Robison, "C apita lism ," pp. 302-8 and Appendix B.
**9See the a r t i c l e ,  "K redit PMDN--Antara Koneksi dan In v e s ta s i ,"  c ited  above,n. 15.
5O0n P.T. Semen Cirebon, BKPMA, January 5, 1974. In an interview  with the 

w rite r  (September 12, 1974), Sukamdani expressed reluctance  to en te r jo in t  ventures 
as a m inority  p a rtn e r because, in  h is  view, i t  re su lte d  in  dominance by the foreign 
p a r tn e r . This view was also  s ta te d  in  an interview  published in  Suara Karya, June 22, 1973.

51The Teuku Daud empire embraces several large  e n te rp rise s  which are owned p re dominantly by Acehnese shareho lders. These include P.T. C ita Engineering, P.T. C ita
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c a p i t a l  in v e s tm e n t  in  f u l l y  owned co m pan ies h as  b een  p r i m a r i l y  in  r e a l  
e s t a t e .  T h is  te n d e n c y  i s  l o g i c a l  en o u g h . F a l l  from  o f f i c e  w i l l  n o t  a f f e c t  o w n e rsh ip  o f  r e a l  p r o p e r ty  s in c e  r e t e n t i o n  o f  su c h  p r o p e r t y  i s  
n o t  d e p e n d e n t on c o n t in u in g  c o n t r o l  o v e r  a l l o c a t i o n  o f  c o n c e s s io n s ,  n o r  
does i t  in v o lv e  r e in v e s tm e n t  o r  p r o d u c t io n .  The b ig  f a m i l i e s  have  
moved i n t o  u rb a n  p r o p e r t y  and h o t e l s  in  a s u b s t a n t i a l  way j u s t  a s  th e y  h a v e , on a s m a l l e r  s c a l e ,  a l s o  moved i n t o  th e  p u rc h a s e  o f  p r i v a t e  l u x u ry  hom es, o f  r e s o r t  h o u s in g ,  and o f  r i c e l a n d  in  r u r a l  I n d o n e s i a .52 * * 
T h u s, w h i le  th e s e  f a m i l i e s  may o n ly  have a c c e s s  to  f in a n c e  and  c o n t r o l  o v e r  c o n c e s s io n s  f o r  th e  p e r io d  d u r in g  w h ich  th e y  h o ld  p o w er, and t h e r e f o r e  may e n jo y  o n ly  b r i e f  p e r io d s  a s  j o i n t  v e n tu r e  p a r t n e r s ,  th e y  
a re  t r y i n g  to  b u i l d  a lo n g - te r m  b a s e  o f  pow er f o r  th e m s e lv e s  upon la n d  and  p r o p e r t y  o w n e rs h ip . In  d o in g  t h i s ,  h o w ev e r, th e y  a re  c o n s t i t u t i n g  n o t  a new b o u r g e o i s i e  b u t  a new c l a s s  o f  r e n t i e r s .  They a re  n o t  c h a l le n g in g  th e  dom inance o f  f o r e i g n  n o r  C h in ese  c a p i t a l  i n  t r a d e ,  m in in g , 
o r  m a n u f a c tu r e ,  b u t  h av e  become th e  m ain  b e n e f i c i a r i e s  o f  th e  new o p p o r t u n i t i e s  f o r  p r o p e r t y  s p e c u l a t i o n  c r e a t e d  by th e  e x p a n s io n  o f  c a p i t a l i s m .

C l i e n t  C a p i ta l i s m
A f o u r t h  fo rm  o f  a s l i  b u s in e s s  a c t i v i t y  may b e s t  be d e s c r ib e d  

u n d e r  th e  r u b r i c  o f  c l i e n t  c a p i t a l i s m .  T h is  form  o f  e n t e r p r i s e  i n 
v o lv e s  i n d i v i d u a l s  who h ave p a t r o n s  in  th e  p o l i t i c o - b u r e a u c r a t i c  pow er g roup  b u t  do n o t  th e m s e lv e s  h o ld  pow er o r  o f f i c e .  L ik e  th e  b u r e a u 
c r a t i c  c a p i t a l i s t s ,  c l i e n t  b u s in e s s  g ro u p s  r e l y  h e a v i l y  on c o n c e s s io n s  
and a d m i n i s t r a t i v e  m o n o p o lie s .  The m a jo r  C h in e se  b u s in e s s  g ro u p s  a s s o 
c i a t e d  w ith  S utow o , S u h a r to ,  th e  S u l ta n ,  O p su s , e t c . ,  a r e  c l a s s i c  exam 
p le s  o f  su ch  c l i e n t  c a p i t a l i s m .  S e v e ra l  o f  th e  m a jo r c l i e n t  b u s in e s s  
g ro u p s ,  h o w ev e r, a re  a s l i .

B ut a s l i  c l i e n t  c a p i t a l i s t s  have n o t  a c h ie v e d  a r e a l l y  s i g n i f i c a n t  s o c i a l  and econ om ic  p o s i t i o n  f o r  t h r e e  b a s i c  r e a s o n s .  F i r s t ,  th e  g r e a t  
b u lk  o f  p o l i t i c a l l y  c o n t r o l l e d  c o n c e s s io n s  hav e  gone to  f o r e i g n  and
Crumb Rubber, P.T. Unatra C onstruction, and P.T. Unicon P roperty. Daud's e a rly  b u siness career was with C.T.C., a PSI-sponsored s ta te  corpora tion . Today, Daud’s b usi
ness group is  an in te g ra l component o f a tr ia n g u la r  business a llia n c e  between the Sultan , the Putera group, and h is  own C ita  group (Robison, ’’C ap ita lism ,” pp. 302-8 and Appendix B ). The core o f Sutowo’s group i s  the Bank P a s if ik , fu lly  owned by the 
Sutowo family {BNPT, 1973 no. 90). Although the trend  fo r the Poleko group is  also  
to move in to  jo in t  v en tures , several o f i t s  major companies (P.T. Poleko Trade, P.T. 
Sulinda, and P.T. Jagung) are fu lly  owned by the Poleko fam ily.

52Those cases where i t  i s  reasonably c le a r th a t the p riv a te ly  owned c a p ita l  o f 
o f f ic ia ls  and th e ir  c l ie n ts  is  invested  in  business g enera lly  concern the h o te l and property  se c to r. Some examples are:

I t  i s  common knowledge th a t  o f f ic ia ls  and th e ir  fam ilies are the owners o f a large 
p roportion  o f the luxury Jak arta  housing leased to  foreign  executives and o f f ic ia l s .  
Although I have been unable to  find  documentary evidence, I am assured by a u th o r ita 
tiv e  sources th a t o f f ic ia l s  are moving in to  rice lan d  ownership on a considerable 
sca le , s ig n if ic a n tly  changing the power s tru c tu re  in  ru ra l Indonesia.

Probosutejo Suharto family 
Sukamdani Ali Sadikin 
Widodo Sukarno

P.T. Mercu Buana Real E stateP.T. Rejo Sari Bumi E states
Hotel SahidP.T. Pakuan
P.T. MahkotaP.T. IndonesialandP.T. Urecon Utama, P.T. SovestcoIbnu Sutowo Sultan Group
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C h in e se  b u s in e s s  g ro u p s .  P a r t i c u l a r l y  u n d e r  th e  New O rd e r ,  b u r e a u 
c r a t i c  c a p i t a l i s t s  h av e  p r e f e r r e d  to  l i n k  th e m s e lv e s  w ith  f o r e i g n  and 
C h in e se  c a p i t a l  th ro u g h  j o i n t  v e n t u r e s . 53 S eco n d , m ost c l i e n t s  have 
p r e f e r r e d  to  become b r o k e r s  o f  c o n c e s s io n s  r a t h e r  th a n  u s in g  them  as a 
form  o f  c a p i t a l  on w h ich  to  b a s e  a p r o d u c t iv e  b u s in e s s  s t r u c t u r e .G iven  th e  u n s t a b l e  n a t u r e  o f  pow er in  In d o n e s ia  i t  i s  p e rh a p s  n a t u r a l  t h a t  o p p o r tu n is m  and th e  s e a r c h  f o r  q u ic k  p r o f i t s  s h o u ld  be p r e f e r r e d  
to  lo n g - te r m  in v e s tm e n t .  T h i r d ,  th e  f a l l  o f  a p a t r o n  i s  d e v a s t a t i n g  to  th e  a s l i  c l i e n t  b e c a u s e  i n  su ch  c a s e s  th e  r e l a t i o n s h i p  b e tw een  pow er 
and b u s in e s s  i s  e s s e n t i a l l y  p e r s o n a l .  A lth o u g h  s i m i l a r  r e l a t i o n s h i p s  
e x i s t  b e tw ee n  p o l i t i c a l  p a t r o n s  and  f o r e i g n  and C h in e se  b u s in e s s  g ro u p s ,  
th e  l a t t e r  h av e  in d e p e n d e n t  s o u r c e s  o f  c a p i t a l  and in d e p e n d e n t  c o n t r o l  o v e r  t r a d i n g  and  f i n a n c i a l  n e tw o rk s  and th u s  may s u r v iv e  th e  f a l l  o f  p a t r o n s .  (They may in d e e d  be s o u g h t  o u t  by th e  new p o w e r - h o ld e r s . )

C l i e n t  c a p i t a l i s m  em erged  f i r s t  i n  th e  e a r l y  1 9 5 0 s , when p o l i t i c a l  p a r t i e s  and  f a c t i o n s  e x p l o i t e d  c a b i n e t  o f f i c e  to  a l l o c a t e  l i c e n s e s ,  c o n c e s s io n s ,  and c r e d i t  to  a s l i  b u s in e s sm e n  a s s o c i a t e d  p o l i t i c a l l y  w ith  th em . I h av e  d e s c r ib e d  e a r l i e r  how e s t a b l i s h e d  b u s in e s sm e n  l i k e  D asaad , A z iz ,  and  Tamin ex p an d ed  t h e i r  b u s in e s s  e m p ire s  w ith  th e  a id  o f  p r i v i le g e d  a c c e s s  to  im p o r t  l i c e n s e s .  In  h i s  work on th e  k r e t e k  i n d u s t r y ,  
C a s t l e s  a p t l y  d e s c r ib e s  how th e  e s t a b l i s h e d  m a n u f a c t u r e r s 1 a s s o c i a t i o n  s e c u r e d  th e  c lo v e  im p o r t  m onopoly th ro u g h  th e  i n f lu e n c e  o f  M asjum i in  
th e  c a b i n e t . 51* S i m i l a r l y  th e  B a t ik  P ro d u c e rs*  C o o p e r a t iv e ,  GKBI, e n jo y e d  a m onopoly  on th e  im p o r t  o f  c a m b r ic s  in  th e  p e r io d  o f  M asjum i 
a s c e n d a n c y . 55

The v a s t  m a j o r i t y  o f  c l i e n t s ,  h o w ev e r, w ere  n o t  e s t a b l i s h e d  b u s i 
nessm en  b u t  s im p ly  p o l i t i c a l  o r  f a m ily  a s s o c i a t e s .  W hile  s e v e r a l  o f  t h e s e ,  i n c lu d in g  S u d a rp o , K usm u ljo n o , H ashim  N in g , and  Z a in u l A b id in ,  
u t i l i z e d  p o l i t i c a l l y  d e r iv e d  c o n c e s s io n s  to  e s t a b l i s h  g e n u in e  b u s in e s s  e n t e r p r i s e s ,  m o st s im p ly  s o ld  t h e i r  c o n c e s s io n s  to  C h in e se  and  f o r e i g n  b u s in e s s  g ro u p s .  They b ecam e, in  e s s e n c e ,  b r o k e r s  o r  f i x e r s .

53The most im portant o f the business a llia n c e s  between a s l i  p o litico -b u reau c ra tic  leaders and Chinese business groups are:
Center of Power Chinese Business Group

Palace
-Kostrad
-Cendana

Kencana Group (Liem Sioe Liong) 
Bank Ramayana (Ong Seng Keng)

Opsus

Sultan
Sutowo
The Government o f Jak arta

Pan Group (Mochtar Riady and Panglaykim)P akarti Group (Liem Bian Kie and Liem Bian Koen) 
Berkat Group (Yap Swie Khie)
Putera Group (Chandrajaya)
A stra Group (William Suryajaya)
Tunas Group (Tong Djoe)
Pembangunan Jaya ( I r .  T jipu tera)

These are merely a se lec tio n  o f the most prominent a ll ia n c e s . Many such re la t io n ships e x is t  r ig h t  down to the v illa g e  le v e l. S u b stan tia tin g  data is  too extensive 
to be l i s te d  here but may be found in  Robison, "C apita lism ," passim.

5**Lance C astle s , Religion^ P o lit ic s  and Economic Behavior* in  Java: The Kudus 
C igarette In d u s try , C ultural Report Series (New Haven: Yale U niversity , 1967).

55S u tte r , Ind on esia n isasi, pp. 679, 1051.
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U n t i l  1 96 5 , su ch  c l i e n t  c a p i t a l i s t s  w ere s u s t a i n e d  c h i e f l y  by 
m o n o p o lie s  o f  im p o r t  l i c e n s e s ,  u se d  to  e s t a b l i s h  s o le  ag en cy  a s s o c i a t i o n s  w ith  f o r e i g n  m a n u f a c tu r e r s .  By th e  l a t e  1 9 5 0 s , f o r  e x a m p le , PNI 
c l i e n t s  had  s e c u r e d  a n o ta b le  s h a re  o f  th e  m ost l u c r a t i v e  p r i z e s  w i th in  th e  im p o r t  s e c t o r .  K usm uljono h e ld  th e  Krupp and  De H a v i l la n d  a g e n 
c i e s ,  among o t h e r s ;  A z iz , th e  I n t e r n a t i o n a l  H a r v e s te r  a g e n c y ; and D asaad , 
th e  F i a t  A gency . Of th e  PSI c l i e n t s ,  Hashim  N ing had  s e c u r e d  th e  C h ry s l e r  a g e n c y , w h i le  S u d arpo  r e c e iv e d  s e v e r a l  g o v e rn m en t im p o r t  c o n t r a c t s  . 56

U nder G uided Economy th e  p i c t u r e  chan ged  som ew hat. W hile  D asaad 
and H ashim  N ing m anaged to  m a in ta in  t i e s  w ith  th e  c e n t e r s  o f  pow er and ev en  ex p an d  t h e i r  c o l l e c t i o n s  o f  im p o r t m o n o p o lie s ,  many fo rm e r p a r t y  
c l i e n t  c a p i t a l i s t s  w ere e c l i p s e d  and th e  c o n c e s s io n s  th e y  had  h e ld  w ere t r a n s f e r r e d  to  new ly  em erg in g  c l i e n t s  o f  th e  P r e s i d e n t i a l  P a la c e .
Markam and A slam  now d o m in a te d  t r a d e  in  ru b b e r  and o th e r  a g r i c u l t u r a l  p r o d u c t s . P an g g ab ean  and Suwarma s e c u r e d  th e  V olksw agen  and M ercedes 
a g e n c ie s .  Bram Tambunan o b ta in e d  a d o m in an t p o s i t i o n  in  th e  im p o r t  o f  t i r e s  and  t e x t i l e  m a c h in e ry .

The f r a g i l i t y  o f  th e  c l i e n t  sy s tem  was c l e a r l y  d e m o n s tra te d  by 
th e  f a l l  o f  S u k a rno  and  th e  em erg en ce  o f  th e  m i l i t a r y  g o v ern m en t o f  
S u h a r to .  O ld c e n t e r s  o f  p a t ro n a g e  c o l l a p s e d ,  and new f o r c e s  moved in  to  c o n t r o l  th e  v a r io u s  b u r e a u c r a t i c  o f f i c e s  and  th e r e b y  th e  pow er to  a l l o c a t e  c o n c e s s io n s .  The t r a d i n g  e m p ire s  o f  Aslam  and Markam w ere h an d ed  o v e r  to  th e  new ly  fo rm ed  m i l i t a r y  t r a d i n g  company P .T . B e r d i k a r i . 57 A n o th e r  m i l i t a r y  b u s in e s s  o r g a n i z a t i o n ,  INKOPAD, r e c e iv e d  th e  
c o n f i s c a t e d  a s s e t s  o f  J u s u f  Muda Dalam and th e  P .T . F i a t  B lu n ta s  
g r o u p .58 The M ercedes ag en cy  was t r a n s f e r r e d  from  Suwarma to  P .T . 
B e r d ik a r i  a n d , upon th e  c o l l a p s e  o f  t h a t  g ro u p , to  Ib n u  S utow o. P an g 
g a b e a n 1 s V olksw agen  a g e n c y , P .T . P i o l a ,  i s  now h e ld  by th e  K o s tra d  
b u s in e s s  g ro u p , Y ayasan  Dharma P u t r a .  As w e l l  as l o s i n g  t h e i r  b u s i 
n e s s  a s s e t s ,  s e v e r a l  m a jo r c l i e n t s  o f  th e  G uided  D em ocracy p e r i o d ,  i n c lu d in g  A slam , Markam, M a rd an u s , and Bram Tam bunan, w e r e - - l i k e  th e  m a jo r p a t r o n s  (m ost n o ta b ly  J u s u f  Muda D alam )- - e i t h e r  j a i l e d  o r  e x i l e d .

Up to  1965 , th e  r e l a t i o n s h i p  b e tw een  p a t r o n  and a s l i  c l i e n t  was 
t y p i c a l l y  one in  w h ich  l i c e n s e s  and  c o n c e s s io n s  w ere  a l l o c a t e d  by 
p a t r o n s  in  r e t u r n  f o r  money to  u n d e rp in  p a r t y  and  f a c t i o n a l  p o w er.T h is  i s  q u i t e  c l e a r  from  e v id e n c e  w h ich  came to  l i g h t  in  th e  t r i a l s  o f  
I s k a q  T j o k r o a d i s u r j o  i n  th e  l a t e  1950s and J u s u f  Muda Dalam in  1966

56Large numbers of p arty  c lie n ts  entered business in  the Benteng period , in cluding party  o fficeh o ld ers  such as Herling Laoh and Moh. T abrani. Not only were 
import licen ses se le c tiv e ly  a llo ca te d , but government funds were used to b o ls te r  the 
deposits in  p riv a te  banks owned by major p arty  fig u res , and government import cont r a c ts  were subcontracted to  se lec ted  c l ie n ts .  See J .  E liseo  Rocamora, N ation a lism  in  Search o f an Ideology: The Indonesian N a tio n a lis t P arty , 1946-65" (Ph.D. th e s is , Cornell U niversity , pp. 180-92; and S u tte r , In d on esia n isasi, pp. 1020-35, 1053-54.

57See d e ta ils  on P.T. Berdikari and P.T. Bank Dharma Ekonomi (BNPT, 1966 no. 145 and 1967 no. 174) .
58See the a r t ic le  nBintang-Bintang Dalam Gelanggang Ekonomi," Tempo, February 

3, 1973; and Harold Crouch, "The Indonesian Army in  P o lit ic s "  (Ph.D. th e s is ,  Monash U niversity , 1975), pp. 639-40.
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and  1 9 6 7 .59 A f t e r  1 9 6 5 , th e  em ergence  o f  th e  j o i n t  v e n t u r e ,  w h ich  p r o v id e d  o p p o r t u n i t i e s  f o r  p o w e r -h o ld e r s  to  a s s o c i a t e  d i r e c t l y  w ith  f o r e i g n  
o r  C h in e se  b u s i n e s s ,  s e r i o u s l y  h u r t  th e  a s l i  b r o k e r .  M ost o f  th e  e s t a b l i s h e d  a s l i  c l i e n t  c a p i t a l i s t s ,  e s p e c i a l l y  th o s e  w ith  o r i g i n s  in  S u m atran  M uslim  e n t r e p r e n e u r i a l  g ro u p s ,  e i t h e r  c o l l a p s e d  o r  s t a g n a te d .  
The D asaad  g ro u p  i s  th e  m ost s p e c t a c u l a r  exam ple  o f  t h i s  c h a n g e . Though 
A ziz  s t i l l  ex p an d ed  h i s  o p e r a t i o n s ,  he l o s t  th e  b ig  I n t e r n a t i o n a l  H a r
v e s t e r  a g e n c y . S e v e ra l  o th e r  b u s in e s sm e n  who o p e r a te d  f u l l y  owned i n 
d u s t r i a l  e n t e r p r i s e s  up to  196 5 , m ost n o ta b ly  Rahman T am in, have  b een  f o r c e d  to  s e e k  f o r e i g n  p a r t n e r s  to  s u r v i v e .  A lm ost a l l  o f  th e  s u r v i v in g  a s l i  c l i e n t  c a p i t a l i s t s ,  i n c lu d in g  H a r la n  B e k t i ,  M ach d i, Z a in u l 
A b id in ,  and  Widodo S u k a rn o , to d a y  f u n c t i o n  p r i m a r i l y  a s  c o l l e c t o r s  o f  m in o r i ty  s h a r e h o ld in g s  in  j o i n t  v e n t u r e s . 60

A lth o u g h  th e  g e n e r a l s  o f  th e  New O rd e r h av e  t y p i c a l l y  p r e f e r r e d  C h in e se  to  a s l i  c l i e n t s  and  h ave p r e s i d e d  o v e r  th e  r i s e  o f  su c h  im p o r
t a n t  C h in e se  c l i e n t s  as  Liem S io e  L ion g  (K e n c a n a ) , W illia m  S u ry a ja y a  
( A s t r a ) ,  and  P an g lay k im  (P an  g r o u p ) ,  some new a s l i  c l i e n t  g ro u p s  have e m erg ed . The C endana c l i e n t ,  S uk am dan i, h a s  e n jo y e d  a c c e s s  to  c r e d i t  
and f in a n c in g  on a s c a l e  w hich  h a s  l i f t e d  him  from  a m in o r b u s in e s s  
f i g u r e  to  th e  h ea d  o f  an em p ire  w h ich  i n c lu d e s  a R p . 6 ,4 0 0  m i l l i o n  h o t e l  and  a 75 p e r c e n t  s h a re  in  a R p. 1 8 ,0 0 0  m i l l i o n  cem ent p l a n t . 61 
Form er P R R I/P e rm e sta  o f f i c e r s ,  l e d  by N ic o la s  S um ual, h ave  b u i l t  a m a jo r b u s in e s s  g ro u p , P .T . K o n s u l ta s i  Pem bangunan, a ro u n d  p r i v i l e g e d  a c c e s s  to  f o r e s t r y  c o n c e s s io n s  and  c o n s t r u c t i o n  c o n t r a c t s . 62 C l i e n t s  w ith  im p o r ta n t  p a t r o n s  a r e  a l s o  much s o u g h t  a f t e r  by f o r e i g n  i n v e s t o r s  as j o i n t  v e n tu r e  p a r t n e r s  in  a w ide v a r i e t y  o f  e n t e r p r i s e s ,  p a r t i c u l a r l y  in  c o n t r a c t i n g  and p r o p e r t y . 63

One o f  th e  m ost i n t e r e s t i n g  ex am p les o f  a s l i  c l i e n t  c a p i t a l i s m  i s  t h a t  o f  P e r ta m in a ’ s c o n t r a c t o r s .  T hese in c lu d e  S isw ono Judo  H usodo, 
Fahmi I d r i s ,  S ury adh arm a  T a h i r ,  Ponco S utow o, and s e v e r a l  o th e r  so n s

59The re la tio n sh ip  between Jusuf Muda Dalam, Sukarno, and o ther major Guided Democracy p o l i t i c a l  figu res and th e ir  business c l ie n ts  was tre a te d  in  d e ta il  in  the 
Jak arta  p ress in 1966 and 1967. See esp ec ia lly  Warta B e r ita , January 7, 1967;
Kompas, February 6, 1967; Sinar Harapan, February 16, 1967; see also  Far Eastern  Economic Review, April 7, 1966.

60The most im portant surviv ing component o f the Dasaad empire is  a 20 percent 
partnersh ip  in  a fo re s try  jo in t  venture (P.T. B.G. Dasaad Jo in t Venture). The Tamin 
family have been forced to  seek jo in t  venture p a rtn e rs  in  order to  compete with the massive inflow of c a p ita l- in te n s iv e  investment in  the te x t i l e  in d u stry . Their P.T. 
Daralon is  a jo in t  venture, and they are seeking p artn e rs  fo r P.T. Ratatex, once a g ian t nation a l en te rp rise  under Guided Economy. Much o f th is  inform ation comes from 
extensive interview s with a s l i  businessmen including Eddy Dasaad, Darwis and Sofjan 
Tamin, Ali Noorluddin (A ziz), Harlan Bekti, Kusmuljono, and o thers during 1974.

61These are P.T. Sahid Hotel and P.T. Semen Cirebon.
62These are P.T. Taliabu Logging {BNPT, 1970 no. 26), P.T. Tartidmas Logging 

{BKPMA, October 26, 1971), P.T. Taliabu Luna Logging (BNPT, 1974 no. 28), and P.T. 
Cahaya Samudra Bulk Log Carrying {BKPMA, May 21, 1971).

63The data  on these c l ie n t  groups i s  too extensive to  l i s t  h ere . See the det a i l s  on the groups of Widodo Sukarno, Sucipto Amidharmo, Tony Suleiman, Teuku Daud, 
and Sukamdani G itosarjono in  Robison, "C apita lism ," Appendix B.
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o f  p ro m in e n t  o f f i c i a l s . 6** T h e i r  b u s in e s s e s  a r e  b a s e d  upon a c c e s s  to  
P e r ta m in a  c o n s t r u c t i o n  c o n t r a c t s  aw arded  w i th o u t  t e n d e r .  An i n s i g h t  
i n t o  t h e i r  o p e r a t io n s  i s  p ro v id e d  by th e  r e n e g o t i a t i o n  o f  c o n t r a c t s  f o l lo w in g  th e  d o w n fa l l  o f  Sutowo in  1 9 7 5 /7 6 . I t  t r a n s p i r e d  t h a t  many 
o f  th e  c o n t r a c t o r s  w ere in  f a c t  d e a l e r s  i n  c o n t r a c t s ,  s u b c o n t r a c t in g  
to  C h in e se  com pan ies  who c a r r i e d  o u t  th e  a c t u a l  w ork and p ro v id e d  th e  c a p i t a l .  I t  was a l s o  e v id e n t  t h a t  much o f  t h e i r  p r o f i t s  d e r iv e d  from  th e  o r g a n iz e d  p a d d in g  o f  c o n t r a c t s  by P e r ta m in a  o f f i c i a l s . * 65 Such a 
s i t u a t i o n  i s  r e m in i s c e n t  o f  th e  B en ten g  e x p e r ie n c e  e x c e p t  t h a t  c o n t r a c t s  h av e  r e p la c e d  im p o r t  l i c e n s e s  as th e  com m odity o f  b r o k e r a g e .

As b u s in e s s  in  In d o n e s ia  h a s  become i n c r e a s i n g l y  s t r u c t u r e d  a ro u n d  a l l i a n c e s  b e tw een  a s l i  p o l i t i c o - b u r e a u c r a t i c  l e a d e r s  and f o r e i g n  o r  
C h in e se  c a p i t a l ,  th e  r o l e  o f  th e  a s l i  c l i e n t  b u s in e s sm a n  h as  b een  to  t r y  to  f i n d  a s e c u r e ,  i f  m a r g in a l ,  n ic h e .  R e a l i z in g  t h a t  he i s  b o th  
d e p e n d e n t and d i s p e n s a b l e ,  and t h a t  he can  s u r v iv e  o n ly  by c o n s t a n t  
re acco m m o d a tio n  to  c h a n g in g  p o l i t i c a l  c i r c u m s ta n c e s  o r  by t o t a l  i n t e 
g r a t i o n  w ith  f o r e i g n  o r  C h in e se  c a p i t a l ,  he te n d s  to  se e k  s h o r t - t e r m ,  h ig h  p r o f i t  s p e c u l a t i v e  g a in s  w h i le  h i s  good p o l i t i c a l  f o r tu n e  l a s t s .

C o n c lu s io n s
The p re c e d in g  a n a l y s i s  h as  shown t h a t  th e  pow er c o n f i g u r a t i o n s  

among th e  r u l i n g  g ro u p s  in  I n d o n e s ia  a r e  r e l a t e d  to  th e  ty p e  o f  c a p i t a l i s m  t h a t  h as  d e v e lo p e d  t h e r e .  The g e n e r a ls  m ust be u n d e r s to o d  as 
an i n t e g r a l  com ponen t o f  t h a t  fo r e ig n - d o m in a te d  c a p i t a l i s m .  N ot o n ly  
a r e  th e y  bound to  f o r e i g n  and C h in e se  b u s in e s s  g ro u p s  in  j o i n t  v e n tu r e s  
and o th e r  l e s s  fo rm a l a r r a n g e m e n ts ,  b u t  th e y  p r e s i d e  o v e r  p o l i c i e s  w h ich  g u a r a n te e  th e  i n t e r e s t s  o f  t h e i r  c o r p o r a t e  p a r t n e r s .  I t  i s  a r e l a t i o n s h i p  w h ic h , on th e  one h a n d , g e n e r a te s  money f o r  th e  p o l i t i c a l  
s u r v i v a l  o f  th e  m i l i t a r y  b u r e a u c r a c y  a n d , on th e  o t h e r ,  p r o v id e s  f o r e ig n  and  C h in e se  b u s in e s s  w ith  a c c e s s  to  l u c r a t i v e  m a rk e ts  and s o u r c e s  o f  ch eap  raw  m a t e r i a l s .

B u r e a u c r a t i c  c a p i t a l i s m  h as  n o t  g e n e r a te d  a new in d e p e n d e n t  a s l i  b o u r g e o i s i e  b u t  i s  r a t h e r  th e  means f o r  s u s t a i n i n g  a m i l i t a r y  b u r e a u c r a t i c  s t a t e  and p r o v id in g  th e  o f f i c e h o l d e r s  o f  t h a t  s t a t e  w ith  p a t r o n 
age f o r  th e m s e lv e s ,  t h e i r  f a m i l i e s ,  and th e  p o l i t i c a l  f a c t i o n s  to  w hich  
th e y  owe t h e i r  a u t h o r i t y .  C o n f l i c t  among g e n e r a l s  i s  t h e r e f o r e  n o t  o n ly  c o n c e rn e d  w ith  p e r s o n a l i t i e s  and p o l i c i e s ,  b u t  r a t h e r  w ith  th e  
s t r u g g l e  f o r  c o n t r o l  o f  su ch  l u c r a t i v e  a p p an ag es  a s  P e r ta m in a ,  B u lo g , and P e r h u ta n i  ( f o r e s t r y ) ,  and  su ch  s t r a t e g i c  g o v e rn m e n ta l  d e p a r tm e n ts  
as  th e  m i n i s t r y  o f  t r a d e ,  th e  cu sto m s s e r v i c e ,  and th e  F o re ig n  I n v e s t m ent B o a rd .

L o ok ing  a t  t e n s i o n s  w i t h i n  th e  In d o n e s ia n  e l i t e  in  te rm s  o f  i t s  r e l a t i o n s h i p  to  c a p i t a l i s m  h e lp s  to  e x p la in  much o f  th e  p o l i t i c a l  c o n 
f l i c t  t h a t  h a s  o c c u r r e d  s in c e  th e  New O rd e r came to  p o w er, i n c lu d in g  th e  d e m o n s t r a t io n s  and  a r r e s t s  o f  1970 , 1 97 4 , and  1978 . P ro m in e n t among th e  d i s a f f e c t e d  g ro u p s  a re  th e  t r a d i t i o n a l  M uslim  b o u r g e o i s i e ,  
b o th  O u te r  I s l a n d  t r a d e r s  and th e  J a v a n e s e  t e x t i l e ,  b a t i k ,  and  k r e te k

6**Siswono is  the son of Suwondo, former deputy mayor o f Ja k a r ta . Ponco Sutowo 
is  the son o f Ibnu Sutowo. Suryadharma Tahir i s  the son of General Tahir.

65See the a r t ic le  "Suara K ontraktor," Tempo, November 22, 1975.
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p r o d u c e r s . T hrough  t r a d i n g  a s s o c i a t i o n s  and i n d i v i d u a l  spokesm en th e y  
have p r o t e s t e d  a g a i n s t  th e  econom ic p o l i c i e s  o f  th e  g o v e rn m en t w hich  
have f a i l e d  to  g iv e  p r o t e c t i o n  and  s u b s id y  s u f f i c i e n t  to  p r e v e n t  l a r g e -  s c a l e  i n c u r s i o n s  i n t o  t h e i r  t r a d i t i o n a l  s e c t o r s  o f  p r o d u c t io n  by c a p i t a l - i n t e n s i v e  f o r e i g n  and  C h in e se  m a n u f a c t u r e r s .66 T hrough  su ch  n ew s
p a p e rs  a s  N u sa n ta ra  and A badi , b o th  b an n ed  in  J a n u a ry  1 9 7 4 , two pow er g ro u p s  w ere s i n g l e d  o u t  f o r  c r i t i c i s m :  th e  B appenas econom ic  p la n n e r s  
who r e j e c t e d  p r o t e c t i o n  and  s u b s id y  and e n c o u ra g e d  l a r g e - s c a l e  f o r e i g n  
in v e s tm e n t ,  and th e  g e n e r a l s ,  who, f o r  p e r s o n a l  and  p o l i t i c a l  g a in ,  
d e p lo y e d  th e  pow er o f  th e  s t a t e  on b e h a l f  o f  f o r e i g n  and C h in e se  b u s i n e s s .  Of p a r t i c u l a r  im p o r ta n c e  was th e  w id e s p re a d  and b i t t e r  h a t r e d  e x p r e s s e d  f o r  th e  c u k o n g .67 The a t t a c k s  on th e  cukong w ere o f t e n  e x p l i c i t  and  d e t a i l e d  and  r e f l e c t  a c o n t in u in g  a n ta g o n is m  b e tw een  a s l i  M uslim  and  C h in e se  b o u r g e o i s i e  w h ich  g oes b ack  to  th e  d ay s o f  th e  S a re -  
k a t  Is la m  i n  th e  e a r l y  d e c a d e s  o f  t h i s  c e n tu r y .  Much o f  th e  p o l i t i c a l  c l o u t  w ie ld e d  by t h i s  s e c t o r  o f  th e  o p p o s i t i o n ,  su ch  as  i t  i s ,  comes 
from  th e  f a c t  t h a t  th e  a s l i  m e rc h an t b o u r g e o i s i e  i s  c l o s e l y  r e l a t e d  to  th e  o p p o s i t i o n  o f  m o d e r n is t  Is la m  to  th e  abangan  J a v a n e s e - c o n t r o l l e d  
m i l i t a r y  b u r e a u c r a t i c  s t a t e .

The o th e r  m a jo r  c u r r e n t  o f  o p p o s i t i o n  to  th e  m i l i t a r y  b u r e a u c r a t i c  
s t a t e  comes from  i n t e l l e c t u a l s  and s t u d e n t s .  T h e i r  c o n c e rn  i s  w ith  g o v e rn m en t p o l i c i e s  w hich  p ro d u c e  f o r e i g n  econom ic d o m in a tio n  and i n 
t e n s i f y  m a ss iv e  s o c i a l  i n e q u a l i t y . 68 O p p o s i t io n  to  b u r e a u c r a t i c  c a p i t a l i s m ,  g e n e r a l l y  e x p r e s s e d  in  te rm s o f  o p p o s i t i o n  to  c o r r u p t i o n ,  i s  b a s e d  n o t  o n ly  on m o ra l a b h o r re n c e  b u t  on th e  c o n v ic t io n  t h a t  much o f  th e  l i m i t e d  r e s o u r c e s  a v a i l a b l e  f o r  p r o d u c t iv e  in v e s tm e n t  in  In d o n e s ia  
a r e  b e in g  s ip h o n e d  o f f  by th e  g e n e r a l s  f o r  p e r s o n a l  and p o l i t i c a l  u s e . 69 
S tu d e n t  and i n t e l l e c t u a l  o p p o s i t i o n i s t s  m ust a l s o  be u n d e r s to o d  in  te rm s

66Because the n ationa l business a sso c ia tio n  Kadin is  now dominated by the gene ra ls  and ac ts  la rg e ly  as an instrum ent of the adm in istra tion  (as did i t s  predecessor 
under Guided Democracy, Bamunas), the most ac tive  asso c ia tio n s are e ith e r  reg ional or confined to  p a r t ic u la r  economic se c to rs . Some of the most vocal are P erteksi (Indonesian T ex tile  Producers* A ssocia tion), Kopteksi (Indonesian T ex tile  Cooperatives* 
A ssocia tion), Ginsi (Indonesian Importers* A ssociation), and the reg ional Kadin 
(Chambers o f Commerce). Some of the more prominent ind iv id ua ls speaking on b eh a lf o f the a s l i  entrepreneurs include Rachmat Mulyomiseno, Omar Tusin, Sutomo, and J .  C. 
Tambunan, a l l  leaders o f declin ing  a s l i  business a sso c ia tio n s . The co llapse of a s l i  business has been widely discussed in  the Jak arta  press over the p ast ten  years and the views o f these in d iv id ua ls  have become well known. See Robison, "Capitalism,** 
ch . 9.

e7Nusantara, owned by the Acehnese businessman Teuku Hafas, was p a r tic u la r ly  
p e r s is te n t  and e x p l ic i t  in  describ ing  the re la tio n sh ip s  between generals and cukong. See e sp ec ia lly  the issu es o f September 24, 1970, September 8, 1972, November 13,
1972, February 10, 1973, January 30, 1974, and January 31, 1974. The issue has also  
been d iscussed in  the a r t ic le s  "Bintang-Bintang Dalam Gelanggang Ekonomi," Tempo, February 3, 1973; "K orupsi: Terasa Ada Terkatakan Tidak," Ekspres, June 27, 1970; 
and "Kaum M ilite r  dalam Business,** Ekspres, October 3, 1970.

68See Soedjatmoko, **In te rn a tio n a l R elations in  a New Era--Japan and the Economic Development o f Asia*’ (paper given a t Sophia U niversity , Tokyo, October 29, 1973); and S arb in i, "Address to Japan-Indonesia Seminar on Nation B uilding," March 
26, 1973, c ited  in  Business News, March 28, 1973.

69The m ateria l on corruption  and reac tio n s to corruption  in  the Jak arta  press 
is  ex tensive . See Robison, "C apitalism ," pp. 354-70.
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o f  t h e i r  s o c i a l  and p o l i t i c a l  p la c e  in  th e  c a p i t a l i s t  s t r u c t u r e s  in  
I n d o n e s ia .  B e fo re  1959 , and even  up to  1965 , th e  i n t e l l e c t u a l s  w ere 
to  a l a r g e  d e g re e  i n t e g r a t e d  in  th e  pow er s t r u c t u r e  th ro u g h  th e  agency  o f  th e  mass p a r t i e s .  A f t e r  1965 , when hegem ony was s e i z e d  by th e  m i l i 
t a r y ,  i n t e l l e c t u a l s  c e a s e d  to  p la y  r o l e s  as p o l i t i c i a n s  and w ere o f f e r e d  o n ly  th o s e  o f  t e c h n o c r a t s  and a d v i s e r s ,  i . e . ,  s u b o r d in a te  a g e n ts  o f  th e  
p o l i t i c o - e c o n o m ic  a l l i a n c e  b e tw een  th e  m i l i t a r y  and f o r e i g n  and C h in ese  i n t e r e s t s . Such r o l e s  in  a n e o p a t r im o n ia l  b u r e a u c r a t i c  c a p i t a l i s t  s t a t e  
o f f e r  l i t t l e  t h a t  i s  a t t r a c t i v e  to  p e o p le  p ro u d  o f  t h e i r  t e c h n o l o g i c a l , a d m i n i s t r a t i v e ,  and  m a n a g e r ia l  c o m p e ten c e . O nly t h i s  s t a t e * s  t r a n s f o r 
m a tio n  i n t o  a r e g u l a r i z e d  b u r e a u c r a t i c  c a p i t a l i s t  s t a t e  w ould  open up e n c o u ra g in g  p r o s p e c t s  f o r  r e a l  p o l i t i c a l  and  a d m i n i s t r a t i v e  a u t h o r i t y .

A s e r i o u s  c h a l le n g e  to  th e  p r e s e n t  r u l i n g  a l l i a n c e  w ould  be p o se d  i f  a s t r o n g  n a t i o n a l  a s l i  b o u r g e o i s i e  em erg ed , a b le  to  i n s i s t  on p o l i c i e s  o f  p r o t e c t i o n  and s u b s id y  and th e  sm ash in g  o f  th e  cukong sy s te m .But i t  i s  c l e a r  t h a t  th e  t r a d i t i o n a l  a s l i  m e rc h a n t b o u r g e o i s i e  have 
l i t t l e  p o l i t i c a l  m u sc le  and a d e c l in i n g  b a se  o f  econom ic  p o w er. The g ov e rn m en t h a s  a v o id e d  m e e tin g  t h e i r  dem ands in  any s u b s t a n t i v e  w ay.As d e s c r ib e d  in  th e  p r e v io u s  p a g e s ,  t h e r e  i s  no e v id e n c e  t h a t  th e  b u r e a u c r a t i c  c a p i t a l i s t s  a re  s i g n i f i c a n t l y  t r a n s f o r m in g  t h e i r  b a s e  o f  
pow er from  b u r e a u c r a t i c  a u t h o r i t y  to  o w n e rsh ip  o f  p r o d u c t iv e  c a p i t a l .  C l i e n t  c a p i t a l i s m  h as  p ro v e n  to o  f r a g i l e  and d e p e n d e n t to  p ro d u c e  a l a r g e ,  s t a b l e  a s l i  b o u r g e o i s i e .  A lth o u g h  t h e r e  a r e  i n d i c a t i o n s  t h a t  
e le m e n ts  in  th e  C h in e se  b o u r g e o i s i e  a re  s e e k in g  a com m itm ent o f  th e  s t a t e  to  a n a t i o n a l  econom y, t h e i r  p r e c a r io u s  s o c i a l  and p o l i t i c a l  p o s i t i o n  means t h a t  th e y  a re  u n l i k e l y  to  s e c u r e  s i g n i f i c a n t  c h a n g e s .70

The d ev e lo p m e n t o f  c a p i t a l i s m  h as  p ro d u c e d  c o m p e tin g  i n t e r e s t s  among g ro u p s  s e e k in g  to  e s t a b l i s h  th e m s e lv e s  a s  th e  new In d o n e s ia n  
r u l i n g  c l a s s .  L o ok ing  a t  th e  c o n f l i c t s  w i t h i n  th e  e l i t e  in  th e s e  te rm s 
p r o v id e s  a p e r s p e c t i v e  w hich  h as  b een  l a r g e l y  n e g le c t e d  in  p o l i t i c a l  a n a l y s i s  o f  I n d o n e s ia .  Such a p e r s p e c t i v e  e n a b le s  us to  v iew  th e  m i l i 
t a r y  b u r e a u c r a t i c  s t a t e  w i t h i n  th e  fram ew ork  o f  a p e r i p h e r a l  economy as th e  l o g i c a l  s y n t h e s i s  o f  a p r e c a p i t a l i s t  p o l i t i c a l  c u l t u r e  w ith  c a p i 
t a l i s t  d ev e lo p m e n t in  I n d o n e s ia ,  n o t  s im p ly  as an a b e r r a t i o n  o r  a tem 
p o r a r y  o b s t a c l e  to  th e  n o rm al d e v e lo p m e n ta l  t h r u s t  o f  c l a s s i c a l  c a p i t a l ism  .

7°The view put forward by the Center fo r S tra teg ic  and In te rn a tio n a l Studies rep resen ts  the opinion o f a powerful sec tio n  o f the Chinese business community: th a t th e ir  su rv ival is  b es t guaranteed by accommodation with a s l i  business groups under the umbrella o f s ta te  p ro tec tio n  against the m ultinational corpora tions. See J .  Panglaykim, "S tru k tu r Domestik Dalam Interdepensi Ekonomi Dunia,” Analisa Masalah- 
Masalah In tern a sio n a l , 2, 12 (December 1973), pp. 37-44; and Kwik Kian Gie, "Foreign 
C apital and Economic Domination,” Indonesian Q uarterly, 3 (April 1975), pp. 39-72.




