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Thls paper is an attempt to answer a simple
question: How did Indonesia and South
Korea come to tread different paths in develop-
ment, albeit they started from more or less the
same base after the second World War? Afler
the war, South Korea was under the United
Stales Army Military Government in Korea
(USAMGIK) for three years. In 1948, there was
an election and Korea gained its inde-
pendence. The Korean War was fought from
1950 to 1953. Between 154B to 1360 the
governmentwas run by Syngman Rhee. There
was & short-lived democratic regime from 1960
lo 1961, Then General Park Chunghee
launched & coup d'stet and aince then, Korea
has been governed by military-dominated
governm enis.

Indonesia followed more or less the same
historical course. Indonesia proclaimed its in-
dependence in 1245, However, the road 1o
real independence was far from smootih. In-
donesia had 1o fight a war of liberation against
the Dutch until 1949, Between 1949 fo 1965,
Indonesia was ruled by President Sukarno, the
popular clvilian leader. However, there was a
regionalrebellion between 1957 10 1959, From

1865 up to now, Indenesia has been ruled by
a  millary-dominated government.

5o, South Korea and Indonesia are both
ruled by the same type of government.
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However, unlike Indonesia, there has beean
a relatively sirong civillan opposliion in Korea
In faci, Korea is probably heading fowards a
democratic presidentizl electlon soon. In-
donesia is quite far behind In this matter. The
absence of significant opposiion against the
present government, and the euisting general
elections conducted every five years can hard-
I¥ be called democratic.

After World War ll, South Korea and In-
donesia had 1o start from relatively the same
economic level. Butat present, Korea belongs
to the group called Newly Indusirializing
Couniries. Hs manufacturing sector con-
tributed 28% to the total GDP (Indonesia: 14%).
In the same year, 919% of the tolal exporis were
industrial commodities {Indonesla: 11%]).
Meanwhile Korea's GNP per capita stood at
US%$2,150 (Indonesia: US$530). (Dala frem
World Developmeni Acporte, 1987, various
pages). _

How was this possible? Boih countries
have taken capitalist roads In developing their
economies, and yol, the resulls have been
differant.

The revival of the internatiional
division of labor

Many Third World countries, espacially In
East and Southeasi Asia, starled 1o develop
themselves after Weorld War 1. Most of them
had just gained their Independence.

During that time, tha world capitalist
couniries started to rebuild themselves. The
US. helped western Eurcpean countries 1o
reconstruct their economies which were heavi-
ly damaged by the war. Under the Marshall



Plan, wesiern Europe recovered very quickly,
and some of them becoma indusfrial giants
that staried to compete even with the U.5,
Japan was also rebuilt and in a relalively zhort
iime it has become a strong caplalist couniry
that has outgrown the U.S,

Many Third World couniries, mestofwhich
had just liberated themselyves fram the hands
of colonlalism, started to reconsiruct their
economies. Unlike the western European
countries and Japan which were [ndusirlalized
before the war, mosi of these newly liberated
couniries were raw material t£Xporters. The
glile of these countrics aftar liberation con-
sisted of landowners, merchanis and
politiclans who centralied” the stata. There
were few indusiriallsts,

When world capitalism penetrated these
newly liberated countries, i strengthened the
landowning and merchant classes. Inierna-
fional capital worked closely with the siate
burecaucrats te the disadvantage of the in-
dustrial clazs, -

Thus, many Third World countries, afier
national liberation, were frapped in a kind of
dependent relations with the advanced in-
dustrial countries of the weslern world. Within
this relationship, it was more  advaniageous
comparalively for the Third World couniries to
maintain the traditional eXport sector (usually
agriculturall. The irony was they did this in
order to industrialize. As Dos Santos (1970:;
232-233) put it
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The resull was the strengthening of the
landowning class which conirols big esfates,
while the so-called "Industrial class* had 1o
work with [nternational capital 10 gain access
to capital, technelogy, and international
markets. This "industrial class" was in practice
a marchant class. This merchant class, work-
ing topether with the foreign investors, reaped
handsome  profits and became collaborators
with foreign interests,

How about the siate? The state jn the
newly liberated Third World countries  were
usually Interested In having a quick- yislding
form of economie development. For this pur-
pose, the most feasible thing 10 do was to work
with International capial and the merchant
class. To industrialize the country would be
more difficult and risky.

Thus, for a Third World cocuniry that in-
iagrated itself to the world capitalist system, k
was easier 1o avoid the path of Industrialization,
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Paul Baran was right in saying that “the maln
interest of foreign Invesiors lay in freezing 1he
international division of labor so that the less
developed countries continued to ba
producers of raw maierials”. (As expressad in
Evans, 1979:19). This "main nterasi of forelgn
investors' was very strong, 1o some exten
oven stronger than the new stain Hself.

Seme common characteristies
of Third World countries

Many Third World countries that took the
capitalist path share similar characteristics.

1. In the private sector, the most active bour
gecisie are the merchant and landowning clas-
ses. The landowning class that controls land
for export crops s also Inveolved in exporting
and importing businesses. When they invest
their capital in manufacturing enterprises, they
usually work fogether with international capital,
The merchant class also works together with
international capital, sometimes as junler
partners in manufacturing enterprises. Since
they are basically non- Industrial clasaes,
these local bourgecisies moslly siay as mar-
chants. On top of this the comparative ad-
vantage works against Investment In the
industrial sector, Therefore, the transforma-
tlon into Indusirial class is very difficult, albelt
i Is not impossible.

2. From an unsiable peolitical envirenment, &
more authoritarlan  state gradually emerged |n
these couniries. Bome had civilian govern-
ments, although most of them became directly
militery or military-dominated regimes, Op-
positionist | political groups  were manipulated,
either legally or through direct repression, so
that they played an inslgnificant role In  the
process of decision-making. Moraover,
these authoritarian regimes  became Increas-
Ingly engaged in misusing thelr bureaueratic
power for Individual economle gaing. This
happened in many countries In Latin America,
Africa and Asia, Many have become
bursaucratic capitalis! regimes, whare powWer
is used as capital 10 accumulate personal
wealth.

3. Economically, these countries ara poor,
and saddled with huge foreign debts. Socially,
the gaps between rich and poor ara wide In
many of these countries. The rich live in the
citles, and their consumption patlerns are
heavily influenced by wasiern capHalist
countries. The poor live In the villages or be-
come squatiers In the chti®s. They bacoma
radicalized, organized Into various political
groeups, or stay apathetie. They do not know
what 1o do, and only try 10 survive,

The three characteristics deseribed above
give maore or less, the most common  general
fealures of many Third World counirles that
adoptcaphalism as the dominant system. The

Dependency School calls this kind of
capitalism as peripheral capltalism, which s
differant from capitalism in the
core/metropolitan couniries.



At the same time, It goes withou! saying
that each country also has its own specificities.
For instance, the Phllippines which has a
damocrafic regime al preseni, ia very different
from Chile that is ruled by a millary govemn-
ment. Different historical backgrounds have
produced different class struclures and Inter-
national relationships. Thus, varieties among
countrles exist.

Indonesia, mora or less, follows the
general pattern of capitalist Third World
couniries. South Korea, on the other hand,
soems to have followed a different pattern.
Industrializaiion has succeeded subsiantially,
and in terms of economic output, South Korea
has impressed many Third World countries.
How do we explain these different outcomes?

Indonesia and Korea com pared
A. Colonial experiences

First, let us compare the colonial experien-
ceg of Indonesia and Korea. Indonesia was
colonized by the Dutch for aboul three and a
hal centuries. The intention of the Dutch was
to find some primary commodities thal could
be sold In the European market. Holland was
then at the stage of merchant capitalism. Her
Indusiries were not yet developed, compared
with those of England or Germany. Thus, they
wers Inferested especially In frade. They con-
trielled the land 1o monopelize cheap and
steady supplies of agricultural and mining
products.

Holland is a small country, compared to
its colony. They were shori of personnal. Like
the Portuguese in Brazll, the Dulch had 1o rely
on the local people to govern. Several
Javanese kingdoms were used to rule Java,
economically and polilically the most Impor-
tanl Island in Indonesia. The Dutch and the
Javanese arisiocrals ruled together over the
populace, and they shared the surplus. Thus,
Javanese feudalism survived due to the sup-
port of the Duich, albeit this was not the only
factor,

The Duich encouraged the local Chinese
1o play the role of merchanis. By doing this,
they provented the deveclepment of Indigenous
people towards becoming the bourgeoisie.
The indlgenous rulers had their political con-
rol over the local peasants, but their eniry 1o
the modern business seclor was blocked,. In
the citles, i was the Dutch and the lecal
Chinese who conirolled business.

The Indigenous alite also falled to becoma
landowners. Land was rented out to Dutch
private businesses, Huge planiations were
managed by foreigners. The Chinese did not
manage 1o renf some land until later.

In the beginning of the 201th century,
western educated iniellectuals became In-
fluential. They started to talk abouf nationalism
and independence. They tried 1o moblliize the
people. Some of them ended up in colonial
jalls or were senl into exile.

Thus, prior 1o the coming of the Japanesa
colonlallsm, the following kind of soclial struc-
e existed In Indonesia:

1. The Dutch controlled peolitical life and
dominated the ecomomy (especlally in interna-
tlonal irade and soma Indusiries).

2. The Chinesa, logether with the Dutch,
controlled the demestic economic acilvities.
The Chinesa became the local bourgeoisie.

3. Moslofthe indigenous pecple in the rural
areas were workers. The urban elites con-
sisted of either government officials or profes-
sionals, Soeme of the professionals beacame
politicians who advocated the couniry's inde-
pendence.

Koren had a different experience.
Japanese colonialism lasted 'only" 35 years,
from 1910 1o 1945, Before that, Korea had
been an Independent couniry, ruled by local
kingdems. The yangban ({arisiccrats) had
been both provinclal lapdlords and central or
local government officials (Lim, 1985 32,33).

During the Yl dynasty, commerclal ac-
tivities were not encouraged, fitting well with
the Confuclan Iideclogy that discouraged the
production of wealth, Thus, prior 1o Japanese
colonlzation, there was no commercial bour-
geolsie In Korea. As Lim {1985:33,34)
described it

Although many people  have  pointed  out
the rise of commercial capitalism by the
lute 18805, there were few Indiculions of
the growth of markel forces and
commercilization  of  agricolture  in  late
YiKoren..The Landed aristocracy
ovhjecied 1o the changes in the relations
of production  which commercinlized
agriculiure would bring aboul. They
preferred instead to exiract agrariam
surplng by maininining a land-lenuore
system based on asmall number of
landlords and & large nomber of fenanis,

The coming of Japanese colonlalism did
not substaniially change the sluation In the
beginning. The purpose of Japanese

colonialism in Korea -- as well as in Formosa
and Manchurla - was fto support the early
phase of industriafization Japan was undergo-
ing. As Hamilton (1986:9) put i:

Primacily, Japon nesded 10 sopplement
ils food supplies for the Burgeoning
Japanese proleturial, and fis colonies
were carclolly orpanized so as o provide

an agricultnral surplus for exporl.



Korea began as an agricultural country,
with a land-owner system. Howaever, "a large
portion of the land in Korea was, by one means
or another, transferred Into the colonizers’
hand" (Hamilton, 1986:9). It was astimated
that the Japanese confrolled somewhere be-
tween 25 to 50 percent of the land In Keorea, but
it waz concentraled In the more productive
paddy fields of the south (Hamilton 1885:11).

In the final stage of Japanese colonialism,
Korea started to industrialize. This had some-
thing to do with the requiremenis of Japanese
industrialization. These indusiries were owned
and controelled by the Japanese. The Korean
economy wWas then ‘“the geographical location
of a portion of the wider configuration of the
econcomy of Japan" (George McCune, as
quoted by Hamilton, 1986:13).

The Japanesa colonial administration was
careful to restrict the development of In-
digenous capital., However, some local
domestic industries did emerge although ihey
could not prosper. The Japanese allowed this
indigencus bourgecisie to emerge because I
they did net, as one Japanese economist then
argued, "this would directly set Korean workers
against Japanese capilalists with unwelcome
political and industrial consequences" {Hamil-
ton, 1986: 15-16}. At the end of the Japanese
occupation, there did develop "a significant, If
noncohesive and feeble, class of indigenous
commercial and indusirial capitalizsis In the
twenties and especlally in the thirtles. They
were malnly engaged in the graln trade at all
stages, meney lending and the more traditicnal
Industries which required little capital outlay"
(Hamilton, 1986:16).

Hence, prior fo its independence, the
Korean social structure was as follows:

1. The Japanese controlled the state and also
the economie life. The state made regulations
thal favered Japanese businessmen. There-
fore, productive land and big indusiries were
owned by the Japanese,

2. The Korean elite were either landowners,
traders or petly industrialists. Albeit small,
there emerged a Korean hourgecisie, both
merchani and industrial capitalist,

The colonlal experiences ofboth couniries
have produced different results in some
respecls,

1. There were no big indigenous landlerds in
Indonesia, while In Korea indigenous landlords
exisied,

2. There was neo industrial bourgesisie in
Indonesia. In Korea, the industrial bour-
geoisie, aibeil small, emerged towards the end
of Japanese colonlalism.

3. The bourgeoisie was composed of In-
digencus Indonesians and the Chinese. The
indigenous bourgeocisie were mosily public
servants or professionals, while the Chinese
were businessmen. In Korea, the bourgeoisie
was ethnically homogeneous. They weare in-
volved in agricultural, frading and industrial
enterprises.
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B. indepandance

Indonesla had 10 fight a war of inde-
pendence belweon 1845 to 18498, In 1948 H
got Its de jure independence. However, In-
donesia had to promise not fo nationallze
foreign companies (including those owned by
the Dutch) without paying Just compensation
{which Indonesla was not able 1o do),

The newly independent slate faced sarious
problems then. It had polifical power, but the
economy was in the hands of the foreigners
and the Sine-indonesians. The latier created
jealousy among the Indigencus peopla. i was
mosily the Indigencus people who fought the
war of liberation, butl it was the Sino-in-
donesians who prospered after Independence.
This socio-economic siruciure had 1o be
changed, and thus siarted raclal economic
policies againsl the Sino-Indonesians.

The firei effori to creala a strong In-
digenous bourgecisie was launched In the
beginning of 1950s. Itgave special llcensas to
prospective  indigenous businessmen 1o Im-
port lucraiive commodities. This effort falled
because most of the indigenous businessmen
worked together with the established Sino-In-
donesian businessmen 1o run  their business,
with the former being the sleeping pariners.



Although there were no big landowners,
there were many pessants in Java who had no
land ar owned only a small plot. A land-reform
law was passed In 1981, However, there were
many problems in implementing the law., The
lsndowners, supporied by the military, fought
against the peasants (who were backed by the
Communiei Party} to defend their lands. Sa-
cial and political conflicts could not be avoided
gince 1961, which culminated In 1965 when
many of the peasanis were killed.

Indenesia had more Juck In dealing with
foreign enlerprises. In 1957, with the rise of
nationallsl sentiment led by the late President
Sukarno, the government natlonallzed, first,
Outch enterprises, later British and American
enterprises. The price was costly for Sukarno.
After  being alienated from westdrn countries
and their international financial’ fhstitutions.

Sukarno together with the Communist Parly of
Indonesita were wiped out In 1966, A new
government, oriented towards the West and
dominated by the milllary, emerged. With the
oll boom starting In the baginning of 1970s, ihis
new government became sirong politically as
well as economically.

Unlike the former, the new government
was friendly 1o Internationmal capital. This was
due to the faci that the new governmaent
neaded foreign aid to rehabilitate the
economy. I asccommodated the Sinoe-In-
donesians. The state elite, as a matler of fact,
conperated  closely with the Sine-Indonesians
In business; the latter ran the businesses, the
former gave economic concessions and polill-
cal pretection. The profile were shared be-
tween  them.

Thus, since Independence, the socio-
economic. and political structure evolved Into
somelhlng as follows:

1. The staie is deminated by the military. It

is relatively powerful. There are no non-
governmenial insfifutions that can challange
the state. Political parties have bean
weakened: students, intelleciuals, and the
press are wvery much under state control.

Economically, the state is also very power-
ful, Big indusiries and financial institutions are
in the hands of the state. For instance, in the
banking sector, 77.30% of the total credil came
from the public banks, 17.60% from private
banka and 5.12% from forcign bonks in 1885,
Previously, it had been even bigger. In 1380,
B7.55% of the tofal credit came from public
banks (Usman, 13986:21).

Moreover, the siate bureaucrats who eon-
trelled various licenses to run businesses
worked logeiher with private businessmen,
usually either Sino-Indonesian or relaiives of
bureaucrals; the power of the siale is used to
saccumulate personal wealth of the
bureaucrats.[1]

2. The business elite consisis of the Sino-In-
donesians and relatives of the state
bureaucrats. Some professional Indigencus
buginessmen also exlst. Bul withoul the right
conneclions with state bureaucrats, thelr busl-
ness aclivities are limited,

Most of the big businessmen are merchant
capilalists. They are Involved In industrial ac-

tivhlee mora as merchanis than indusirialists.
For Instance, in the automotive industries,
mosi of them run sales agencies and do not
produce of manufacture. When they esiablish
manufacturing industries producing spare-
paris, they acli more as subconiractors of
parent companies, usually multinational
enterprises based In a foreign country.

Since business is very much dependent
on the favor of state bureaucrats, those that are
outside the sphere of potronage cannol QIOW.
The state bureaucrais prefer to give favors to
the Sinc-Indonesians (for their business expers-
flse and susceptibility to political control) and
their relatives (Budiman, 1287}). In other
words, capital accumulation in the private sec-
tor is done through the bursaucrailic power of
the state. In Marxist terms, this procass s
known as primitive accum ulatlon, whereby
non- economic factors are used 1o accumulate
capilal.

3. Political parlles are weakened by the
government. Party leaders who are critical of
the government lose their pesilions In the
party. Thiscan be done because the existence
of political parties is dependent on the slate.
Since the siate controls the economy, It is
difficuft for polHical partles 1o get thair funds
from private businessman. Those
businesamen who help the opposition parties
financially would meet difficultiss In  running
their businesses.

There are three polilical partles. The firs
one; Golkar, is the governmant party, Al
though there are many civilian leaders in this
party, il is deminated by the military. The two
other clvlllan parties, one based on Moslem
constituents, the other on secular and Chrig-
tian constituenis, are com paratively weak. In
the 1987 electlon, Golkar won 73.17% of the
tolal veles, the other two partles got 15.57%
and 10.87%.[2]

Outslde the political partles, there is no
effeciive political group thal can Influence the
government. The press is extensively conirol-
led by the government. Thosa that are loo
crilical are banned. Over the receni months,
two influential newspapers wera closed down,
Sinar _Harapan and Priorites. Intelleciuals who
are crilical of the dispensation have difficulty
getting published. University students, undar
pain of expulsion, are not allowed to get in-
volved in politics.

Nen-governmental organizations (NG Os)
are growlng and becoming more significant.
These groups deal mosily with the technical
side of development. For instance, they help
villagers get clean water, or ftrain them with
gome skills In order to Increase thelr income,
aic. Those MGOs thal become politlcal, or
ihose thal have to deal direclly with state
power, such ag the Legal Ald Institute, face
difficulties.

Because of the political situation, lewer
income pecple are underrepresented. Their
economic and polflical Interests are controlled
bureaucrailcally by the siste. Bureaucrailc
procedures stifle thelr political expression.



When Korea wae lliborated from the
Japanese in 1345, 1 was divided Into Morth and
South Kerea. The Morth was undoer Soviel
administration, the South undar the U5, In
South Kores, the people were organlzed Info
People’s Commillegs. The committees were
nationalist in their spiril.  They also worked

together with the local communist cellz  that
had been active under the Japanese occupa-
tion. The People’s Committees then formed

the Korean People’s HAepublic in Seoul,

However, with the arrival of the US lorces
a few wecks after the defeat of the Japanese,
the U5, Army Military Governmonl refused to
recognize the Peeple's Republic. The
People's Commiltees were declared illegal
The AMG instalied ils own governmenl which
reinstated many Korean officials who had
worked for the Japanese. In 1948, with U5,
support, Syngman Rhee became president ol
the First Republic of Korca, Internally, Hhee
was supported by the KDP (Korean
Democratic Parly) that was  dominated by the
landed  bourgeoisie.

The Mational Assembly was dominated by
the landlerds. The assembly rejected land
reform in 1948, However, the US saw, Inspite
of initial doubts, the importance of land feform.
In the North, land reform  was implemented
extensively, and General McArthur did the
game thing in Japan. Land confiscated from
the Japanese was distribuled. According to
Hamilton (1986:24), more than “90% of former-
Iy Jopanese land was passed to Korean cul-
tivator" in lale 1948, In 15949, the land reform

nature  bul Hncapable of achieving develop.
ment”  (Lim, 1985:48), and this had made @
difficult for the U.5. to support Rhee.

When, In 1959, U.S, aid was cul sharply,
ecenomic growlh was badly affecied. In 18960,
the students launched a huge demonstration
which brought about the fall of Syngman Rhee.
The short-lived Second Hepublic was estab-
lished, followed by a coup- d'elal ln 1961 led
by General Park  Chunghes, who established
the Third Hepublic,

In the beginning, the U.5, did notrespond
sympathelically to the mililary coup, One of
the reasons was Park’s past involvement  with
Communist activities: (Lim, 1985:68). The
WS, finally approved the coup on the condition
that the military junta "restore the repre-

senlative chvilian  government, recognize  the
LM, Command's operational control owver  the
Korcan Armed Forces, and implement fiscal
and economic reforms"  (Lim, 1983:69).

The Park administration, finding itself
without legitimacy of power, slarted to launch
& serious economic development program. A
series of flve-year econamic plans was
lnunched. The Flist (1962-66) and Second
{(1967-71) Plans were aimed at indusirial
growth, the Third {1972-76) on balanced
growih between industrinl and agricultural sec-
tors, the Fourth (1977-81) on sustained
economic. growih and equity (Lim 1585 50-
51). Theresults, especlally in Industrialization,

.o
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were  impressive,
Thus, it was during the military regime
that South Korea began 1o industrialize and
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bill was passed In the National Assembly.
FAhee himsell was against the bill, He vetoed
the bill in February 1950, but the Assembly
wenl  ahead,

It seems that the UW.S, strategy lowards
South Korea, in contrast with the Morth, had
two main objectives: first, to make South Korea
a democralic country, and sccond, to develop
South  Korea  economically.

The Firgt Republic did not succecd, &ven
before a military regime look ovérin 1961, Due
te the oulbreak of the Korean War (1950-1953),
the U.S. had fo support Syngman Rhee's
civilian  anti-communist  government,  although
the 1.5, did not really ke him. The 1948 Con-
stitulion was a democratic constilution.  How-

ever, under fhee, this constitution was
amended three times in order 1o enable Rhee
to  rule undemocratically,

The Rhee adminislration was also corrupt,
"Coruption became tampant as an illegifimate
means of achieving upward mobility both in the
public and the prvate sectors® (Lim, 1985:48),
Thus, the ‘“governmen! was authoritarian 0
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started 1o export lis manufaciuring products,
Together with this industrialialion process, an
industrislist class emerged, wiih the help of the

gtate. This was done under the banner of
"quided capitalism”  which was menfioned I
the First Five-Year Plan that siated: 'the prin-

ciples of free enterprise...wlll be observed, bul
in which the government will either directly
paricipate in or indirectly render guidance 1o
the basic lndustries and other Imporant fields”
(Guoted  from  Lim, 198575

To summarize, Soulth Korean develop-
ment after independence has been as lollows:

I, When independence came, Rorea was
basically an agrarian country. Land was con-
trolled by the Korean landowning closs. How-

ever, land that had been owned by the
Japancse was distributed to peasanis in 1946
In 1944, a land-reform bill 1o abolish Jahdlords
was passed. Thus, sincethe end ofthe Korean
War, the landlord class did not play a sig-
nificant role  anymone.



2, During Syngman Rhea's reglme, lwas the
gtale buresucrais and the merchant clase that
dominaled both the economy and polily. Cor-
ruplion was rampant. The U.5. did notsupport
this ragime fully because it failed to stand as a
showcase state of political democracy and
economic development. Inthis unstable silua-
tlon, Invesiment in a long-term Indusiral sector
would be too risky.

3. With the Implementatlon of land reform in
1950, the standard of lving of the peasants
improved. Thelr purchasing power rose, and
ithe internal market beacame more responsive.

i, Whan the military took over, President
Park succeeded in stabilizing the country
politically. The ecenomy was geared lowards
export-eriented Industrialization. Wih a rela-
tively strong Internal market, and & relatlvely
tlean governmeni (especially compared with
the Ahee administration) and effeclive conirol
over the political lite, the economy siarted 1o
bloom,

The .5, which had initially been reluciant
to offer Hs support, began to give strong back-
ing towards this regime. When South Kerea
implemented fts protectionist policy to nuriure
iz infant industries, the U.S, did not intervene,
During the Vietnam War, Korean industries
benefited from supplying different  kinds  of
products to the U.5. army. Karean in-
dustrialisis also entered the LS. market freely.

During fthis time, an induosirial class
emerged and became strong. South Korea
became one of the four Asian littie dragons. Al
the same time, South Korea was one of the
biggest debtor countries among the Third

World. This indicates {hat the success of
South Korea was accomplished with sirong
external  help,

Conclusion

Compared with South Koraa, Indonesia
has been lefi far behind economically. Some
conclusions can be derived from a comparison

of tha two countries' historical experiences,
The internal factor
1. Unlike Indonesia, Korea is a

homogenesus country. |t has praciically one
athnie group with one religion. This is very
differant with Indonesia. Ethnie and religious
tenslons  exist.

The most important ethnie tenslon is be-
iween the Sino- Indonesians and the in-
digenous Indonesians, The bourgeoisie is
then ethnically divided. As described sarlier,
the sataie bureaucrais 1ook advaniage of this
gthnic problem by exploiting the Sino-In-
doneslan businessmen who have no political
power and need siate proteciion. This divided

a3

bourgecisie does notl provide fertile ground for
& sirong Industrial class to emerge in the leng
term. South Korea does noi have this prob-
lemn.

2. The capltalist bureaucratie system wihin
which stale bureaucrals accumulate personal
wealth was destroyed after the adminiziration
of Syngman Rhee (1%61). The mililary-
dominated regime under Park started a rela-
tively clean governmeni directed lowards
economic development through expori-
oriented  Indusirialization.

In Indenesia, the Sukarno administration
which Is comparable to the Rhee regima (ex-
cept In its anti-communist ideology) was suc-
ceaded by o military governmant under
PresidentSuharto. Unlike the Park adminlstra-
tiom, 1 was under this new governmeni that
bureaucratic capitalism flourished. The exist-
ence of the Sino-Indonesian bourgecisie
helped this type of capitalism to expand. The
Sine-Indonesian bourgeoisie kepl buying
political protection {and economic facilities)
from slate bureaucrats.

3. Land reform was implemented In 1950 In
South Korea. In Indonesia, Land Reform Law
was passed by the parlisment in 1961, but
when it was tc be implemenied, polifical con-
flicis between classes became savara. |t was
finally disposed of in 1965 with the destruction
of the Communist Parly, the remowval of Sukar-
no as Presldent, and the rise of the millary, led
by General Suhario, to power. Since then, the
Land Reform Law has never been Iimple-
mented seriously.

Uniike South Korea, people in the rural
areas remained poor. They flocked 1o the
cities 1o find jebs. But since indusirialization
has not really siarted, they become the new
urban poor. Thus in Indonesia, real purchas-
ing power is limited to the middle class, which
according 1o one estimate, comprise only five
to six percent of the toial number of
households. (Crouch, 1984: 84, 85). In other

words, the buying power of the Ihdonesian
economy |s weak, and the inlernal market is
smail.

The external facior

The most important extornal factor is the
global cold war between the capltallst and
communist countries. South-and North Kores
are a main arana of this cold war. Thus, South
Korea falls inte the U.S. stralegy agalnst the
world communist movement In general, Morth
Korea in particular. South Korea has become
a showcase siate of the world anti-communisi
movement.

The U.5. role In South Korea hes been
dominant. Land reform was practically en-
forced by the U.5. During the Park adm inistra-
tion the UW.S5. backed industrialization policles,
which would have otherwise falled.



In the case of Indenesia, this kind of exter-
nail factor was absent. Mo doubt, the U.S, had
a sgtrong Interes! in keeping Indonesia in ihe
western bloc. This was evident during the
Sukarno government. After Suharto came to
power, Indonesia scemed to be quite safe
within the western sphere. No direct external
threat was faced by Indonesia. Thus, the U.S.
has not intervened much In the internal political
and economic affairs of Indonesia.

The siale factor

Skocpol mentlened that the siate was
basically independent, competing with 1ha
dominant class in the soclety. The state's be-
havior was Influenced also by the compelition
among  states.

As Skocpol {1979:32) put i:

The state, in shorl, is Tund amve nially
Januws-Taced, with  an intrinsically dual
anchorags in classalivided socio-
economiic  structures  and an inlernaticnal
syslem of siales.owe muost liok nol only
the aclivilies of social groups, We musi
alse focus wpon the points of

interaction between international
condilions and pressures, on the one
band, and classstroclored economiss
and politically srganized inlerest, on (he
ofher  hamd

Under Park in South Korea and Suharto in
Indonesia, the state had rejatively high
autonomy over the existing classes. In South
Korea the landowning class had been
weakened, the merchant class that had sup-
poried Syngman Rhee was in dizarray, the
industrial class was still very weak, and the
sludents and Intellectuals seemed aware that
nothing much could be done without an effec-
tive government. In Indenesia, a similar thing
occurred. When Suhario came to power, there
was no political group thal was able io chal-
lenge the state. As a matter of fact, almost all
of the existing political groups were rallying
behind the military 10 destroy the Communist
Party, The military, led by General Suhario,
was very slrong al that time. Later it was
proven thal the military was even stronger than
twas perceived. When the millary-dominated
slale slarted to build fis political base, mar-
ginalizing other political groups thatl had sUp-
ported R previously, it succeeded quite  easily.

With relatively high autonomy, the South
Korean and Indonesian stales were influenced
more by the external factor. In this respect,
South Korea and Indonesia are different.
South Korea has had to compete with North
Korea. South Korea has been glven more at-
tenlion by the U.S.

High ecenomic growih, clean
bureaucratic state apparatus, and relatively
equitable incoma distribution have been given
priority by the U5 1o sirengthen  competition
against Morth Korea, after the attempt 1o estab-
lish political democracy had falled. This fitted
nicely with the idealism of the Young Turks in
1961 under the leadership of General Park.

In the case of Indonesia, the supervision
of the western countries was not that intensive.
As long as the Suharto government could curb
the anti-western, antl-capitalist elements of the
communists and radical natlenalists, the
wesiarn bloe did not intervene much. The oil
boom in the 1970s made it possible 10 make
the country relntively rich without doing much
to improve the economic productivity of the
nation, or to cleanse the bureaucratic ap-
paratus of corruption. Thus, logether with the
internal factors discussed earlier, Indonesia
remained a weak state, without a rigorous pro-
gram for a sound economic sirategy. When
the price of oll dropped In the 1280s, all these
weaknesses  were  highlighted.

After studying the historical processes of
thesa two peripheral capialist countries that
started on a relatively equal level after World
War Il, we can explain the contrast in the fol-
lowing torms.

1. Wo have 10 look ai the socio-polillcal and
socio-economic groups that exist within  each
respective country. Are they homogenesus or
heterogeneous and how do they evelve in the
course of hislory? These groups determine
what kind of economic measures can be im-
plemented successfully, such as land reform,
industrialization, ete.

2. The exiernal factors are very Important to
dealwith, Whatis the position ofthe respective
couniry in the International political and
economic competilien? |$ the country a eru-
cial factor for the superpowers?

3. The aulonomy of the stale, from both the
internal and external forces, is also very crucial.
The stale will have 1o have a free hand, if it is
autenomous Iinternally, In dealing with the ex-
ternal influences. How dependent are the
respective  slales against international  pres-
sure?

MNotes:

1. On this subject, see Jankins, 1986, and
Asian Wall Street Journal, Mov, 24, 25, & 26,
1986. Fora comprehensive historicaldevelop-
ment of the involvement of the state
bureaucrals in private business, see Robisen,
1986,

2. With this resul, Gaolkar got F4.% of the
parliamertary seats, FPP {the Moslem based
parly} 15.25%, PDI (the MNationalist and Chris-
tian based parly) 10%. In 1882, the composl-
tion was 68.33%, 26.10% and 6.7% {Kompas,
June ¥, 1587).



