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Abstract 

Every modern state has to deal with issues of corruption. I would suggest there is a 
sliding scale here - the smaller the state or community, the higher the levels of 
corruption. I have personally experienced greater institutionalized corruption in my 
home country, Ireland, than I have in reform-era Indonesia. The Indonesian trilogy of 
KKN (Kolusi, Korupsi, Nepotism – Collusion, Corruption and Nepotism) is a 
worldwide problem. 

In the 18th century – during its rise to great power status - Britain was a by-word for 
corruption – a situation made more acute by its acquisition of an extensive overseas 
empire in Asia and the influence of the system of governance there (India etc). 

The political will to address this issue of corruption at the elite level arises not from 
altruism or morality – but from fear: in Britain’s case the fear of military disaster first at 
the hands of France (in the period 1688-1815 – Glorious Revolution to Napoleonic 
Wars/Waterloo) and then Germany (1870-1945 – Franco-Prussian War to WW II). The 
modern-day equivalent is fear of economic collapse (attendant on shoddy banking 
practices – viz Irish banks exposure to the property market) and/or commercial 
competition (Indonesia’s fear of the economic threat posed by the rise of China as a 
global economic power). 

The fiscal-financial arrangements put in place following William of Orange’s successful 
invasion of England in 1688 – viz the introduction of the Land Tax in 1692, the 
establishment of the Bank of England in 1694 and the contribution of revenue streams 
from customs and excise (both under independent commissions from 1670 and 1684 
respectively) – were very vulnerable to corruption and/or military disaster. The trust 
which enabled these arrangements to function effectively (and enable Britain to project 
power far beyond its island borders) could be unraveled easily – viz the situation which 
arose during the South Sea Bubble scandal (1720) and the 1745 Jacobite Rebellion – 
described below. A contemporary example would be the LIBOR (London Inter-Bank 
Offer Rate) manipulation scandal occasioned by Barclays and other leading banks 
which has gravely undermined London’s reputation as a global financial centre. 
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Some of the skilful means which might be used in tackling corruption are (a) 
encouraging public-private partnerships – eg between Government and privately owned 
projects like the Bank of England and the Excise Commissioners; (b) hugely increasing 
civil servant wages – by a factor of four times in the case of Indian Civil Service (ICS) 
officials in the 19th century but even that didn’t produce results until after the end of the 
East India Company rule in India (1600-1858) following the disasters of the 1857 
Mutiny; or (c) establishing special training colleges for civil servants with the 
development of a special service ethos – eg Haileybury and Imperial Service College 
(motto: ‘Fear God, Honour The King’) (founded 1862) which began as East India 
Company College - 1805; post-1845, Imperial Service College; post-1874, United 
Services College), but none of these initiatives cannot work in isolation. If the 
temptations are too great  – as in 18th and early 19th century India – hardly at all.  

One of the signs that a Government is serious about tackling corruption is when it 
begins to throw its weight behind its civil servants and revenue officers in cases 
involving members of the landed and monied elite. I cite the example of the Edinburgh 
garrison commander from the 1780s here (below). Linked with this is the willingness of 
Government to impose heavy penalties (including capital punishment) on elite actors in 
cases involved in criminal / capital crimes and/or cases of military ineptitude – viz the 
1757 execution of Admiral John Byng and the 1760 hanging of Lord Ferrers cited 
below. 

The struggle against institutionalized corruption in government is like painting the Forth 
Bridge – never ending. In Britain’s case in took the best part of 150 years to get a 
handle on this and it was not until the Royal Commissions of the 1850s that deeply 
corrupt institutions like the ancient universities (viz Edward Gibbon’s view of the deep 
stagnation and idleness of the ‘monks’ of Magdalen in 1752-53 – ‘the fourteen months I 
spent [at Oxford] were the most idle and unprofitable of my whole life’) and the British 
Army could begin to be reformed. The latter has remained one of the country’s most 
effective institutions – outliving by far Britain’s imperial moment (viz the Falkland’s 
War in April-May 1982). Britain’s last hurrah was the November 1956 Suez Crisis 
when its US paymaster finally lost patience and refused further financial guarantees to 
the British Government to support imperial adventures. 

Part I 
Corruption and its Containment in 18th- Century Britain 
 
Britain on the Sidelines of Europe 

Between Agincourt (Henry V) (1415) and Blenheim (Marlborough) (1704) Britain won 
not a single major land battle on the continent of Europe – a period of just under 300 
years (Britain’s position as a naval power was of course different). In the late 17th 
century - before the Glorious Revolution of 1688, Britain was de facto a satellite of 
France: the 1670 Secret Treaty of Dover negotiated by Charles II with Louis XIV 
effectively bound Britain to an alliance with France aimed at the destruction of the 
Netherlands, and (the secret part of the Treaty) – its re-conversion to Catholicism. In 
return Britain received subsidies (two million florins per annum but these were in no 
way sufficient to pay for its navy and small standing army). The 1688 Revolution was 
the turning point. In the 90-year period 1703 (start of Spanish Succession War) to 1793 
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(start of Britain’s involvement in Revolutionary and Napoleonic Wars), Britain was at 
war for 35 years. The 1793-1815 period witnessed an almost continuous 20-year 
military involvement – ie apart from 18 months (1802-3) Britain was constantly at war.  
 
Britain’s Emergence as a Global Power 

Britain’s emergence as a global power in the 18th century was linked with the 
establishment of what historians of 18th-century England (John Brewer, The Sinews of 
Power: War, Money and the English State, 1688-1783. London: Routledge, 1989) have 
termed the ‘fiscal-military state’ – a state capable of realizing its commercial and 
agricultural wealth in fiscal terms by devising fiscal-financial arrangements – Bank of 
England (1694), Land Tax (introduced 1692 - 4 shillings in the pound in war years, 1 
shilling in the pound in peacetime), Customs & Excise Service (in hands of special 
commissioners from 1670 and 1683 respectively) etc, which enabled successive British 
administrations to project military power (largely mercenary armies, allied powers (like 
Prussia – which received a £1 million guinea subvention to keep its army in the field 
and the royal navy) far beyond its borders. A key element in Britain’s success was its 
capacity to pay its armies in the field. This was one of the keys to Marlborough’s string 
of victories between Blenheim and Malplaquet (1709) and to Wellington’s close-run 
success at Waterloo (1815) – James de Rothschild who provided the credits for the 
British forces also got his cut – early intelligence of the outcome of Waterloo enabled 
him to make a killing on the London stock exchange in late June 1815. State bonds were 
also seen as good and safe investments. Unlike France where state loans carried double 
digit interest and where international lenders eventually refused that state credit 
(following France’s involvement in the War of American Independence), the British 
state in the late eighteenth century could borrow at historically low rates of interest 
which ranged between 3.5 and 4.5 percent. Despite a ballooning national debt (Sterling 
875 million by the end of the Napoleonic wars), the servicing of this debt proved 
manageable given the perceived credit-worthiness of the British state. 
 
Corruption and the State 

Despite – indeed because of – its emergence as a military power Britain was also a 
byword for corruption in 18th-century Europe – rotten boroughs, patronage, placemen 
(ie royal appointees and holders of military commissions in parliament), peculation of 
government offices (appointment as Paymaster General almost guaranteed the 
incumbent a lifetime fortune), government sinecures, the wealth of the Indian nabobs, 
opportunities for enrichment – and for sudden impoverishment abounded. Even the 
Prime Minister, Sir Robert Walpole (in office 1726-1740) ran his smuggled French 
brandy and luxury goods up the Thames to his official residence in government cutters. 
Robert Clive (1725-1774) returned from India in 1760 with a personal fortune 
equivalent to Sterling 90 million and an annual income of Sterling of 7.5 million from 
the quit rents of the lands he had acquired from Mir Jafar, the Mughal tax-collector of 
Bengal. When questioned by Parliament in 1772 about the extent of his personal wealth, 
he declared ‘I stand astonished at my own moderation’. But he also told his 
parliamentary accusers: ‘take my money but save my honour!’ The following year – 
1773 – Parliament passed the Regulating Act which subjected East India Company 
(EIC) rule in India to parliamentary scrutiny and a year later Clive died by his own hand 
(22 Nov 1774). 
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How and Why was the Issue of Corruption Addressed?  

The key motivation for tackling this issue seems to have been fear. This was born not of 
concern for legal consequences or public censure – but of military disaster. With just 9 
million inhabitants Britain – throughout the 18th century - was at a demographic and 
strategic disadvantage to France with its 22 million inhabitants (the figures are from 
1720s). Furthermore, the fiscal-financial arrangements put in place following the 
foundation of the Bank of England (1694) were extremely vulnerable. Military reverses, 
financial ineptitude or institutionalized corruption could unravel the system. This was 
vividly illustrated in 1745 when the ramshackle 6.000-strong Jacobite army of the 
Young Pretender, Bonnie Prince Charlie (Charles Edward Stuart, 1720-88), came as far 
south as Derby. Although they turned back on the false rumour that a large Hanoverian 
army was marching north to attack them, the road south to London was in fact wide 
open – and in the capital panic set in. A run on the Bank of England occurred with 
hundreds of depositors attempting to convert their notes into gold. The run was so 
severe that the bank tellers were told to heat the gold red hot before it was put on the 
counters so that none of the deposit holders could take it away!  Senior military officers 
perceived to have shirked on their duty were harshly dealt with: witness the fate of the 
unfortunate Admiral John Byng (1704-57) who was executed by firing squad in 
Portsmouth in March 1757 for failing to prevent Minorca falling into the hands of the 
French the previous year – an execution satirized by Voltaire in his novel Candide 
(1759) where the naïve protagonist witnesses the event and is told that "in this country, 
it is good to kill an admiral from time to time, in order to encourage the others" (Dans 
ce pays-ci, il est bon de tuer de temps en temps un amiral pour encourager les autres). 
Two decades later, the loss of the American colonies following the military defeats at 
Saratoga (1777) and Yorktown (1781), the latter the worst British military disaster until 
the fall of Singapore on 15 February 1942, gave rise to a number of reflections 
regarding the dangers of ‘immoderate greatness’ associated with the acquisition of an 
overseas empire and the baneful effects of such (eg India – viz Sir Robert Clive in 
Bengal) on British political institutions. The most famous of these was, of course, 
Edward Gibbon’s Decline and Fall of the Roman Empire, which was published in six 
volumes between 1776 and 1788-9, precisely the years of which spanned the disasters in 
North America and the onset of the French Revolution. A deep insecurity lay at the 
heart of Britain’s achievements as a global power in the eighteenth century. 

Parallel to the fear of military disaster and the decay occasioned by imperial overreach 
was the concern that financial ineptitude would unravel the fiscal-financial system 
which had occasioned Britain’s rise to great power status. It is instructive here to 
compare and contrast the way the British and French administrations dealt with the 
speculation mania of the late 1710s – the South Sea (1719-20) and Mississippi 
Company bubbles (1720), as these appear to have set the scene for coming century in 
terms of the development of the banking sector and government finances in the 
respective countries: in France it was not until 1816 under the Restoration Finance 
Ministry of Baron Louis de Rothschild that a central government bank equivalent to the 
Bank of England came into existence – one of the reasons for France’s difficulties in 
securing international loans and high-interest rates charged for such.  
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Public-private Partnerships and the Containment of Corruption 

Nearly all the fiscal-financial institutions which came into existence in the late 
seventeenth century such as the Customs (1670) and Excise Services (1683) and the 
Bank of England (1694) were private ventures and were run by independent 
Commissioners in the case of Customs & Excise and Directors in case of the Bank of 
England. They only came under public control gradually from the mid-nineteenth 
century – 1849 in the case of the Board of Excise (subsequently merged into the Board 
of Inland Revenue and post-1909, Board of Customs & Excise) and 1947 in that of the 
Bank of England, which was nationalized by the post-War Labour Government of 
Clement Attlee. This was important because in the context of the institutionalized 
corruption of government offices in the early eighteenth century the private fiscal and 
financial institutions/boards could set their own standards of entry (by competitive 
examination) and levels of remuneration. In the Indian Civil Service (ICS) in the early 
nineteenth century Haileybury-trained cadets could earn four times the salary in India to 
contemporaries employed in equivalent posts in the mainland UK. This discrepancy was 
instituted in order to try (initially unsuccessfully) to prevent ICS officials from engaging 
in bureaucratic corruption. As regards the Excise, officers were subjected to rigorous 
controls – eg they were not allowed to serve in posts where they had family or local 
connections, and they could be dismissed for minor offences such as copy errors in their 
reports: Thomas Paine (1737-1809), perhaps the most famous excise officer of the 
eighteenth century (Robbie Burns ran him a close second) was dismissed as an excise 
officer in Grantham (Lincs) in 1765 for claiming to have inspected goods which he had 
not in fact seen. Reinstated two years later as excise officer in Grampound (Cornwall) 
and then Lewes (West Sussex) in 1767-8, Paine later wrote a pamphlet – The Case of 
the Officers of the Excise (1772-3) - complaining about the poor levels of remuneration 
given the onerous responsibilities required of Excise officers and their exacting work 
schedule. 
 
State Executions of Members of the Elite 

During the course of the 18th century, as Britain became drawn into ever more 
expensive military conflicts on the continent of Europe, North America and Asia, the 
importance of the government’s relations with its fiscal agents became more salient. In 
clashes between revenue officers and local members of the elite, the government now 
tended to take the side of the excisemen. In Linda Colley’s seminal book, Britons: 
Forging the Nation, 1707-1837 . New Haven: Yale UP, 1992), there is an interesting 
Scottish example of this trend where the local garrison commander in Edinburgh – a 
well connected member of the Scots gentry and an officer of an elite cavalry regiment 
(22nd Dragoons) – returned one night as drunk as a lord and cut his way back to his 
barracks in the process killing a local excise office.  As a member of the elite, he seems 
to have expected that his action would be condoned by the civilian authorities. Instead 
the government decided to make an example of him. The officer was court-martialled 
and then brought before the civilian courts where he was given a long prison sentence.  

Other members of the elite involved in capital crimes were not so fortunate. One thinks 
here of the case of Laurence Shirley, 4th Earl Ferrers (18 August 1720 – 5 May 1760), a 
descendant of an ancient and noble family, who was the last member of the House of 
Lords to be hanged in England. At the age of twenty he quit his estates and Oxford 
undergraduate studies and travelled to Paris where he engaged in every kind of excess. 
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Inheriting his title from an insane uncle five years later, he enjoyed a sizeable landed 
income from his family’s extensive estates in Leicestershire, Derbyshire and 
Northamptonshire. It was said that there was insanity in his family, and from an early 
age his behavior was decidedly eccentric and his temper violent, though he was quite 
capable of managing his business affairs. Significantly, in 1758, his wife obtained a 
separation from him for cruelty, which would have been extremely rare for the time. 
She was said to be extremely pretty and clearly did not appreciate her husband's 
drinking, womanising and the fact that he had a mistress and children. 

On 18 January 1760, the old family steward, who may have given evidence on his 
wife’s behalf, was murdered by Ferrers. In the following April, the earl was tried for 
murder by his peers in Westminster Hall, Attorney General Charles Pratt leading for the 
prosecution. Shirley's defence, which he conducted in person with great ability, was a 
plea of insanity, and it was supported by considerable evidence, but he was found 
guilty. Ferrers subsequently said that he had only pleaded insanity to oblige his family, 
and that he had himself always been ashamed of such a defence. On 5 May 1760, 
dressed in a light coloured suit embroidered with silver (the outfit he had worn at his 
wedding), he was taken in his own carriage from the Tower of London to Tyburn and 
there hanged by the public hangman, Thomas Turlis. There are several illustrations of 
the hanging. It has been said that as a concession to his noble order the rope used was of 
silk rather than the more usual Manila hemp. The Execution was widely publicised in 
popular culture as evidence of equality of the law and the story of a wicked nobleman 
who was executed "like a common criminal" was told well into the 19th century. 

Reforms of the mid-nineteenth century: the key reforms were the Royal Commissions of 
the 1850s. These targeted such institutions such as the ancient universities and the 
British Army. William Ewart Gladstone’s four terms as Chancellor of the Exchequer 
(British equivalent of Finance Minister: 1853-55, 1859-66, 1873-4, 1880-2) were 
critical here as he was committed to low public spending and to electoral reform, 
earning him the sobriquet "The People's William". 

Part II 
Reform Agendas and the Problem of Corruption in Indonesia: 
A Comparison 
 
Reformasi / Reform in the Context of the Post-Suharto Presidencies – Habibie to SBY 

Although the watchword of the 1999 and 2004 elections was “reform” – a term which 
has given its name to the whole transition decade in Indonesia - none of the leading 
contenders for the presidency was a reformer at heart. The drastic political changes at 
the turn of the millennium, which culminated in Suharto’s downfall (21 May 1998) and 
the country’s first free elections in 44 years (1999), were anchored in a huge national 
movement born out of decades of frustration. No one leader could lay claim to this 
emotional charge.  

Ir Bachruddin Jusuf Habibie’s (President, 21 May 1998-20 October 1999) long-term 
relationship with Suharto made it difficult for him to create an image of being a 
supporter of reformasi. Although he seems to have overturned much of the repressive 
legacy of his predecessor and brought Indonesia at an increasingly rapid pace towards 
free elections, it is hard to point to anything Habibie actually initiated apart from the 
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independence referendum (30 August 1999) in East Timor which turned into such a 
disaster for him. Basically all he did was to recognise a whole raft of fait-accompli. 
Given the intense popular pressure which had built up, he could do no other than go 
along with a popularly-endorsed set of reforms.  

Megawati Sukarnoputri’s (President, 2001-2004) opposition to the UN-sponsored 
referendum in East Timor, and federalism more generally, in favour of a unitary state 
(NKRI) with a strong central government, marked her out as a conservative. Her silence 
during the demonstrations which brought down Suharto in May 1998 has been widely 
seen as one of her weaknesses in the eyes of the reformer camp.  Her reform credentials 
came from her opposition to the Suharto regime – namely her victimisation in July 1996 
when her PDI headquarters was attacked by New Order thugs - rather than from any 
personal political philosophy. She was in many respects a political cypher. 

Abdurrahman Wahid (Gus Dur) (President, 20 October 1999-July 2001) had much 
better credentials for his consistent support for pluralist agendas rather that those of 
reform ideas. He knew about politics and religious matters, but his fatal ignorance of 
economics and lack of administrative capacity were his undoing during his presidency. 
Many analysts agreed that the only quality he brought to his political role was a strong 
dose of common sense and a powerful independent constituency in his 35-million strong 
Nahdlatul Ulama. However, one of his most outstanding achievements during his 
truncated presidency was his attempt to put the military under civilian control, a process 
which has been largely reversed under the subsequent presidencies of Megawati (2001-
4) and former general, Susilo Bambang Yudhoyono (2004 to present). The process of 
eliminating military's privileges in politics and business will take many years to 
complete. It is significant, for example, that the ‘territorial’ structure of military 
command, which enables the army to shadow the civilian administration from 
provincial governor down to the lowliest village head, have not been dismantled. 
Indeed, the number of territorial commands has even been increased since Suharto’s fall 
to cope with continuing ethnic, religious and separatist violence on the periphery. But 
the army itself is said to be deeply implicated in some of these violent challenges to 
central state authority. Thus a string of violent uprisings and bombings in Jakarta and 
other regions – particularly in Maluku since January 1999 - were said to be the work of 
rogue elements in the military keen to extend their business and professional interests at 
the local level. Prior to the annual People’s Consultative Assembly (MPR) session in 
August 2000, former Defense Minister Juwono Sudarsono said groups linked to former 
President Suharto had sent men ‘everywhere’ to incite riots. He believed the campaign 
of destabilisation was intended to pressure the government over investigation into 
allegations of corruption by Suharto during his 32 years in power. 
 
Indonesia’s Complicated Electoral System  

Indonesia’s complicated electoral system hindered the emergence of a more transparent 
process especially in the presidential election. The real action has moved behind closed 
doors where hard-nosed deals are cut among parties, factions and interest groups, which 
include political generals. Apart from the procedural shortcomings in the presidential 
elections, the 1945 constitution itself is so reticent that it is open to possible abuses. 
Moreover, the basic constitutional law formulated during the emergency period of 
revolution (1945-9) was not a democratic one. That is why a number of international 
political analysts proposed its fundamental amendment during a seminar held in Jakarta 
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in August 1998, an amendment which resulted in the new democratic procedures for the 
election of the president, provincial governors and mayors which came in for the first 
time for the October 2004 elections, and which limited the presidential term of office to 
a maximum of two five-year periods.  

There were three basic weaknesses in the previous 1945 Constitution. First, it gave too 
much power to the president and imposed no clear limitation on his or her term of 
service. Former President Suharto had exploited this situation to justify his authoritarian 
rule and repeated re-elections. Second, it did little to protect human rights. The Suharto 
regime had always claimed that Indonesia had its own concept of human rights which, 
in fact, was never clearly defined. Third, many provisions of the Constitution made little 
sense in a modern context. The existence of the unelected representatives of interest 
groups (golongan) in the MPR are no longer necessary because all eligible citizens 
should be able to channel their aspirations through political parties. Suharto had used 
this mechanism to select loyal supporters for MPR delegates and exploited it to serve 
his ambition to stay in power for as long as possible. It was also quite possible that the 
selection of the 200 members of interest groups in the MPR in the aftermath of the 1999 
general elections would only cause unnecessary suspicion and disputes among the 
political parties, so it is a good thing that the power of the MPR in the selection of the 
president has now been removed under the amended 2004 constitution. Similarly, the 
Supreme Advisory Council (Dewan Pertimbangan Agung or DPA), one of state 
institutions as stipulated by the 1945 Constitution, no longer has any practical role. Its 
task to advise the president is obviously redundant as the president already has plenty of 
advisors. The Supreme Court (Mahkamah Agung) needed changes to ensure its 
autonomy both structurally and functionally. It also needed to be equipped with the right 
to review laws and other lower level regulations. The State Audit Agency (Baban 
Pemeriksa Keuangan) had also to be empowered by expanding its network at the lower 
levels. During the Suharto period and in the first years of reformasi, the BPK only 
existed at the national level and only had nine members which was inappropriate for an 
agency which had supreme supervisory responsibility for the financial audit of a vast 
country like Indonesia. 
 
Anti-Corruption Initiatives in the Era of Reformasi: The Case of Sri Mulyani and the 
Finance Ministry 

One development which is an excellent augury for the future has been the willingness of 
some government departments in the current Yudhoyono administration to tackle head 
one the problem of systemic corruption. During the Suharto ‘New Order’ (1966-98) 
Indonesia became a bye-word as one of the most institutionally corrupt countries in 
Asia with the World Bank estimating that at least a third of government development 
budgets derived from multilateral and bilateral aid were regularly peculated by 
government officials and contractors. Contract manipulation – namely the overcharging 
for goods and services - was one of the most ubiquitous methods of increasing exiguous 
civil servant salaries. Since coming into office in October 2004, Yudhoyono has made it 
one of his tasks to stamp out corruption at all levels of Indonesian government and he 
gave his full backing to the KPK or Corruption Eradication Commission (Komisi 
Pemberantas Korupsi) which Megawati had established in the last year of her 
Presidency. 
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One example of the way in which these reforms can make a difference can be seen in 
the case of SBY’s first Finance Minister, Sri Mulyani Indrawati (born 26 August 1962; 
in office, 2005-10), a US-educated economist who worked for many years as a senior 
IMF official during the Suharto era (a form of self-imposed exile which enabled her to 
distance herself from the more egregious aspects of New Order corruption). Sri Mulyani 
Indrawati (born August 26, 1962) is an Indonesian economist. In June 2010 she was 
appointed the Managing Director of the World Bank Group, and resigned as Finance 
Minister of Indonesia in the Second United Indonesia Cabinet. 

As Indonesian finance minister from 2005 to 2010, Sri Mulyani was known as a tough 
reformist[1][2] and was largely credited with strengthening Indonesia's economy, 
increasing investments and steering Southeast Asia's largest economy through the 
2007–10 financial crisis.[3][4] In 2011, she was ranked as the 23rd most powerful 
woman in the world and the most powerful woman in Indonesia by Forbes Magazine. 
Since her ministerial appointment Indrawati led a concerted campaign to clean up the 
Finance Ministry, sacking 1,400 staff and appointing 800 new officials at the same time 
as quadrupling their salaries. She tells her staff that they are ordinary civil servants 
holding down a properly salaried job on which both they and their families can survive. 
The least hint of peculation or misuse of office for personal gain is an immediate trigger 
for dismissal. Indrawati’s new broom has had some dramatic results, not least in the 
notoriously corrupt Indonesian Customs and Excise service where in the New Order 
period even the job of tea boy commanded a princely sum to secure. The turn-around 
time for goods being unloaded at Jakarta’s main container facility, Tanjung Priok, and 
other key Indonesian ports has been dramatically cut and last year both the head of the 
Customs and Excise service and the chief of the Indonesian tax office were voted men 
of the year in a nationwide poll. As for the feisty Indrawati, she herself was named the 
most effective Finance Minister in Southeast Asia two years running. She is a firm 
believer in the synergy between democratic norms and government transparency – the 
two, in her view, go hand in hand. This was precisely what was wrong, she says, with 
Suharto’s New Order which was based on autocratic fiat not democratic consensus. 
Never has the Indonesian Finance Ministry seen such a shake up.  

One swallow does not make a summer as the saying goes. There is still a long way to go 
before all Indonesian departments of state follow the Finance Ministry’s example. The 
Indonesian Supreme Court, for example, remained hostage for many years to a deeply 
corrupt chief justice. But such officials can ultimately be replaced.  Previous Attorney-
General, Marzuki Darusman’s observation that he was ‘one man sitting atop an 
extortion racket’ need not be the norm now. In many respects Indonesia resembles early 
eighteenth-century Britain where a mixture of medieval and modern institutions defied 
any general characterization of bureaucracy. As the historian of Britain’s eighteenth-
century fiscal-military state, John Brewer (1989:70), described offices were held under 
a variety of tenures – for life, at pleasure, through treasury warrants or royal patent – 
and offered a bewildering variety of rewards. Some placemen received exiguous 
stipends supplemented by handsome fees (the eighteenth-century equivalent of the 
current Indonesian per diem payments and travel allowances for civil servants); others 
were paid a comfortable salaries (like the current Indonesian Ministry of Finance staff) 
but were prohibited from taking any additional perquisite or reward. Officers in the 
departments of the Navy, Admiralty and the Excise worked what were, by eighteenth 
century standards, very long hours, pursuing tasks that required both skill and rigorous 
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application, and subject to rigorous disciplinary procedures. Others had sinecures.  This 
same mixture of the efficient and the corrupt characterises Indonesia’s bureaucracy in 
the current reformasi transition. 

Conclusions  

The currency crisis which swept through Southeast Asia from mid 1997 turned into a 
catastrophe when the contagion hit Indonesia. With the rupiah trading at less than 25% 
of its pre-July 1997 value, economic collapse led to mounting unemployment, sky-
rocketing poverty, and violent social and religious unrest. Despite the painful social 
consequences, some analysts have argued that the economic crisis was a blessing in 
disguise in that it opened the way for long overdue political reforms. The social and 
political turmoil which led to Suharto’s downfall on 21 May 1998, created a power 
vacuum which in turn opened the way for Indonesia to embark on long delayed 
democratic and institutional change. 

The most obvious forces which sealed the Indonesian dictator’s fate were the waves of 
student demonstrations and mass rioting in the capital Jakarta in April and May 1998. 
Elite manoeuvring led to the installation of the mercurial Vice-President B. J. Habibie 
(in office, 1998-9) as Suharto’s successor. The way the late President Suharto (1921-
2008) removed himself underscores his dominance of the power structures established 
during his 32 years in office. Despite all the turmoil that surrounded his downfall, 
Suharto was able to step down in a much more elegant way than other deposed Asian 
autocrats. Apart from installing his hand-picked successor, Suharto obtained the Armed 
Forces chief’s explicit guarantee of his safety and honour – much like former dictator 
Augusto Pinochet (in office, 1971-88) in Chile. The guarantee receded under the Wahid 
Administration (1999-2001) when moves were made to place him under house arrest 
and eventually put him on trial. But these initiatives died the death under the subsequent 
conservative Megawati administration (2001-4). However, one can compare this with 
the ignominious flight of President Marcos and his shoe-besotted consort, Imelda 
Marcos, to Guam and Hawaii in late February 1986. 

In his 1994 book, Indonesia: A Nation in Waiting: Indonesia (St Leonard’s [NSW]: 
Allen & Unwin) former Far Eastern Economic Review journalist, Adam Schwarz, 
accurately predicted the turmoil and uncertainty surrounding Suharto’s departure. The 
dramatic way in which he left office forced the country to reinvent itself once again. 
Since independence in 1945 the young Republic has had to reinvent itself on at least 
four occasions: namely, after the struggle in 1945-49 to remove the Dutch following 
Indonesia's war of independence; during the shift from parliamentary democracy to 
Sukarno’s Guided Democracy in 1959, after the transition to the army-dominated “New 
Order” in 1966; and finally after Suharto’s ouster in May 1998. In each case the future 
represented a sharp break with the past. All were draining and painful episodes for the 
young nation. 

Today Indonesia is no longer a young nation as it has celebrated its 67th birthday this 
year. However, the challenges it faces are more complex than ever. The process of 
reinvention will be far more difficult than on previous occasions because the country’s 
political system has become much more inflexible and undemocratic under its first two 
presidents (Sukarno 1945-66, and Suharto 1966-98). Its return to a multi-party system 
of governance requires a radical revision of the whole system, including the 
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development of a more democratic culture amongst the ruling elite. Uncertainties 
surrounding the presidential elections of October 1999 and the politics of coalition 
formation among political parties indicate that some political leaders have an inadequate 
understanding of democracy. Even by polling the largest number of votes, Megawati 
Sukarnoputri, was still not able to gain the presidency (20 October 1999). More than 
three decades of authoritarian rule have desensitised the Indonesian people to 
democratic culture. As a leading political scientist Mochtar Pabottingi recently put it: 
‘they [are] only prepared to be governed by strong men, not by their colleagues’ 
(‘Wawancara dengan Mochtar Pabottingi’, Kompas Cyber Media, 14 May 1999).  

During the difficult transition period to democracy the Indonesian military is facing 
various dilemmas. It has been accustomed to a pre-eminent political role and influence, 
but now finds itself in a situation where it is both losing important areas of influence - 
especially in local government and economy - and finding its past performance coming 
under ever closer scrutiny. This situation is gravely exacerbating existing law and order 
problems. The elimination military’s dual function (dwi fungsi) from political and 
economic life has been slow because of persistent rivalry between the so-called 
reformist and conservative camps. One important agenda for the Indonesian armed 
forces is curbing irrelevant positions within its hierarchy and revise its system of 
promotion which has resulted in over 50 ‘no-job generals’ posted at the headquarters. 

The question of what role Islam should play in Indonesian politics has also come to the 
fore especially during the parliamentary and presidential elections in October 1999, 
October 2004 and July and September 2009 when a number of Islamic political parties 
and organisations demanded a greater say in state affairs. This is a question to which 
answers must rapidly be found in that the rising influence of the Islamic movement in 
politics is causing serious worries to minorities such as the ethnic Chinese, not to speak 
of foreign investors. Some Islamic groups are likely to become more vocal in the future. 
This was demonstrated in particular during the last MPR sessions where Islamic groups 
strongly resisted Megawati’s candidacy for president on account of her gender.  

Now that the East Timor and Aceh issues have been settled (1999 and 2005 
respectively), the secessionist challenge in West Papua needs to be addressed. Other 
regions, such as Riau and East Kalimantan, are also demanding greater autonomy and a 
much bigger share in locally-generated financial resources.  On 23 April 1999 the 
Habibie government passed regional autonomy and fiscal balance bills designed to 
address the mounting discontent in resource-rich regions. Though the new bills have 
been hailed as a useful beginning, there is still much to do toward the implementation of 
political devolution within the country. The whole problem of human and political skill 
capacity amongst district and kabupaten level officials, as well as elected 
representatives in the local parliaments or DPRD is now top of the agenda. The problem 
of corruption in Indonesia has also been exacerbated by this process of regional 
decentralization. 

The treatment of the separatist movement in West Papua should be much more flexible 
and imaginative. In the short to medium term this movement can be suppressed through 
a mixture of political co-optation and brute force, but ultimately the costs will vastly 
outweigh any possible benefits. Keeping reluctant people in a union to which they feel 
no loyalty and in which they feel themselves to be the exploited partner will only 
damage Indonesia’s international image. In West Papua Indonesia’s bloody rule has 
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often been described as ‘Third World colonialism.’ Under such circumstances it should 
be possible to obtain a civilised political and constitutional settlement in the resource 
rich province. Official apology for past mistakes – as General Wiranto vouchsafed to 
Aceh in August 1998 - and a strong commitment to avoid a similar disaster will test 
Indonesia’s maturity as a nation. But this is only possible if Indonesia effectively 
manages to re-imagine itself radically enough to encompass a new concept of 
nationalism. Benedict Anderson, a leading Western Indonesianist, suggests that 
Indonesia’s nationalism must be understood as a “joint project” rather than a legacy 
(‘Ben Anderson: Indonesia facing a serious situation’, Kompas Cyber Media, English 
version, 5 March 1999). The former indicates that nationalism must be endlessly fought 
for by all members of a given society based on a series of mutual and horizontally 
reinforcing aspects of solidarity. To understand nationalism as a “legacy”, in 
Anderson’s view, is misplaced and is likely to have fatal consequences. In Indonesia’s 
case, the more onerous and expensive the legacy, the more effort has to be put into 
maintaining it. During the New Order period of General Suharto this involved state 
terror.  

Today, 67 years after independence, the economic and political crisis which marked 
Suharto’s downfall has been largely overcome but the country is still beset by multiple 
identity crises. For many Indonesians in Aceh, West Papua, Maluku and other regions, 
being Indonesian is a questionable identity. It is the task of political leaders in Jakarta, 
especially the current president, Susilo Bambang Yudhoyono, to provide the answers 
which can address the increasing sense of emptiness which most Indonesians feel about 
their current identity. To what extend any elected Indonesian leader can fulfill his job 
depends very much on his ability to overcome the personal compromises he has struck 
with the still powerful Indonesian military and his commitment to his anti-corruption 
drive and improvements to the functioning of the country's infant democracy. One 
cannot expect much from Indonesia's democratic process while its political life is still 
much marked with strong signs of aliran patterns, as it was during the era of 
parliamentary democracy in 1950s. 

One of President Yudhoyono’s core challenges has been to try and avoid Suharto's 
mistakes by confusing mounting demands for greater autonomy with a desire for 
outright independence. It was the repeated failure of both Suharto and the armed forces 
to comprehend this distinction which led to so many human rights abuses occurring in 
places like Aceh and West Papua/Irian Jaya (Anne Booth, ‘Will Indonesia break up?’, 
Inside Indonesia No.59 (July-September 1999). SBY and his 2014 replacement, 
whoever that might be, can count on the fact that after more than sixty-seven years of 
independence from Dutch colonialism, most inhabitants of this vast archipelago do wish 
to be part of some entity called Indonesia. But the transition towards a democratic, 
decentralised and accountable system of government will take longer than most 
Indonesians realize. And unless institutionalized corruption is effectively eradicated this 
transition will be impossible of achievement. 

 
 
 
 
 
 




