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The Politics of Ekonomi Pancasila: 
Some Reflections on a Recent Debate 

Puncusila is the public philosophy of the New Order. Like other 
public philosophies, it is both a product of past political struggles 
and a potential shaper of the issues and outcomes of future con- 
flict. Over nearly four decades Puncusilu has acquired some quite 
firm connotations (mostly negative-it is not communism or an 
Islamic state), but in general it is fair to say that among the world’s 
public philosophies it remains one of the most flexible or all- 
encompassing, capable of quite diverse interpretations of its provi- 
sions of belief in God, humanitarianism. nationalism, democracy 
and social justice. 

If an ideology is widely accepted but ill-defined, then individuals 
and groups holding well-defined values and/or seeking political 
power are likely (at any rate if they are at all politically 
sophisticated) to promote those values as the “true meaning” or 
“authentic interpretation” of the dominant ideology. A case in 
point is Demokrasi Pancasila. Because the Suharto Government 
so closely identifies its institutions and practices with Pancasila, 
and because that identification is backed up by state power, pro- 
ponents of different conceptions of  democracy have for a decade 
had little room to manoeuvre, 

Unlike Demokrasi Pancasila, Ekonomi Puncasilu is still up for 
grabs. For whatever reasons, the government has not seriously tried 
to attach an ideologically-charged label to its economic policies. 
This bas allowed a much broader debate about the interpretation of 
Ekonomi Puncasilu, a debate constrained ideologically only by 
article 33 of the Constitution of 1945. Article 33 stipulates that: ( 1 )  
the economy is organized as a joint endeavor (usaha bersamu) 
based on the family principle (asas kekeluurgaun); (2) sectors of 
production important for the state and that encompass the basic 
needs of the people are controlled by the state; and (3) natural 
resources are controlled by the state for the benefit o f  the people. 

Since independence, much of the debate about these provision 
has focused on the relative merits of private enterprise and the 
market, the state, and cooperatives in the Indonesian economy. 
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The dominant interpretation today is that of the Bappenas tech- 
nocrats, led by President Suharto’s chief economic adviser, Pro- 
fessor Widjojo Nitisastro. As early as 1955 Widjojo, then head of 
the University of Indonesia’s Institute of Social and Economic 
Research, argued for a state-regulated but essentially private enter- 
prise economy as the best way to realize the ideal of the family prin- 
ciple. (See Wilopo and Widjojo Nitisastro, The Socio-Economic 
Basis of the Indonesian State, Ithaca, Cornell Modern Indonesia 
Project, 1959). More recently, Dr. Emil Salim has described 
Indonesian economic policy as a pendulum, swinging again and 
again (late colonialism, the Japanese occupation, the early inde- 
pendence period, Guided Economy, the early New Order) between 
the extremes of liberalism and a command economy. Ekonomi 
Pancasila, according to him, is the equilibrium point between the 
two, comprising both an active market element and price mecha- 
nism to allocate resources and factors of production and an active 
macro-planning element, centered on strategy and not restricting 
the initiative of individual economic units (“Sistim Ekonomi 
Pancasila,” in Profesi, Partisipasi dan Pembangunan Ekonomi, 
Kumpulan Paper terpilih Kongres ISEI VIII, 12-15 June 1979). 
Neither Widjojo nor Emil Salim saw a major role for cooperatives 
as basic economic units. 

A second interpretation of the economic provisions of the 1945 
Constitution has its roots in the anti-capitalist tradition5 of Indone- 
sian nationalism. Widjojo’s 1955 statement was a response to a 
speech by the Indonesian Nationalist Party leader and former 
Prime Minister Wilopo, who argued that the term “joint 
endeavor” in Article 33 “conveys the idea of a form of enterprise 
that is quite distinct from that of private enterprise: in the latter all 
decisions are in the hands of the enterpreneur and all the worker’s 
life and work depends on the employer.” (Wilopo and Widjojo 
Nitisastro, p. 5). Without specifying the concrete form that joint 
endeavors should take, Wilopo went on to assert that “The envis- 
aged economic pattern of  joint endeavors must be accepted as the 
guide for all legislation dealing with economic questions and 
recognized as the basis for all policy decisions of the central govern- 
ment and the regional authorities” (p. 5). From 1959 to 1965, the 
period of President Sukarno’s Guided Economy, a radical version 
of this stream of thought-anti-imperialist, nativist, statist-was 
the dominant economic doctrine. 

A current exemplar of narionalist economic thought is a 1980 
pamphlet entitled Ekonomi Pancasila (Jakarta: Mutiara) produced 
by the Sukarnoist Lembaga Pengkajian Ekonomi Pancasila 
(Institute for the Study of Ekonomi Pancasila). This document 
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proposes a non-market economy comprising the state, coopera- 
tives, and “non-capitalist private enterprises”. “Ekonomi Pan- 
casila is socialist and anti liberal-capiralism, not based on the 
market but oriented primarily toward national production targets 
that fulfil the needs of the people.” (p. 32) Though the author is at 
pains to oppose itatisme, his conception of Indonesia’s ideal 
economy is clearly more statist than that of the Bappenas tech- 
nocrats. He also makes a sharper distinction than would Widjojo or  
Emil Salim between foreign and domestic entrepreneurs. For- 
eigners must be excluded from the Indonesian economy while 
“national entrepreneurs within certain limits under the leadership 
of the Government have a respected and patriotic role in the anti- 
imperialist struggle and to destroy the remnants of feudalism” [in 
this content meaning rural landlords] (p. 33). Cooperatives are 
assigned a dependent role as distribution channels into the villages 
of governmental largesse. 

In addition to the Bappenas and (more and less radical) 
nationalist interpretations of the economic provisions of the 1945 
Constitution, a third school has begun to develop in recent years. 
Young Muslim intellectuals, for the most part out of HMI 
(Himpunan Mahasiswa Islam, Islamic Students Association) but 
drawing their ideas from such diverse sources as the old Indonesian 
Socialist Party, Islamic modernism, traditional Indonesian Islamic 
schools, plus foreign dependency theorist5 and Basic Needs advoc- 
ates are attempting to formulate and articulate a conception of the 
Indonesian economy that is less tied to the West, less dependent for 
its dynamic on the state, and more rooted in the experience of 
village Indonesia. A high point of this effort was the strongly 
worded economic policy statement of the Islamic PPP (Unity 
Development Party) to the March 1978 session of the People’s 
Consultative Assembly. 

In 1981 a new debate on Ekonomi Pancasila has been set off by 
the publication of two books (Mubyarto, Ilmu Ekonomi, Ilmu 
Sosial dun Keadilan, Jakarta, Yayasan Agro Ekonomika, 1980; 
Mubyarto and Boediono, eds., Ekonomi Pancasila, Jogjakarta, 
Fakultas Ekonomi Universitas Gajah Mada, 1981) and several 
other articles and speeches by the Gajah Mada agricultural 
economist Professor Mubyarto. Much of this writing is very ten- 
tative, raising questions hut offering no definitive answers. Nrnu 
Ekonomi, Nmu Sosial dan Keadilan is an attempt at “Indonesian- 
iring” economics by broadening the discipline’s horizons to incor- 
porate political, social and cultural variables, hut in the chapter on 
Ekonomi Pancasila it offers little more than a general discussion of 
the difficulties involved in defining the term family principle. 
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Perhaps the most concrete statement of Mubyarto’s ideas is in a 
speech reported in Kompus (18 May 1981) where he appears to give 
top billing to the development of cooperatives, listed as the first of 
five principal characteristics of his Pancasila economic system. The 
other four are the use of social and moral in addition to economic 
incentives (capitalism is based entirely on economic incentives), a 
widespread popular commitment to egalitarianism (unlike in- 
dividualistic capitalism), nationalist economic policies (capitalism 
is international and cosmopolitan), and a balance between central 
planning and decentralised implementation. 

After several readings of Mubyarto’s writings and others’ 
commentaries, it is unclear to me in what sense this amalgam of 
received ideas (e.g., capitalism always means that “the strong drive 
out the weak”), romanticism (the village is still the locus of the true 
Indonesian gotong royong personality), moral appeal (if we act like 
our idealised ancestors all will he well), and straightforward advice 
to economic planners (decentralise) constitute an “economic 
system”. And to be fair, Mubyarto himself has not made grandiose 
claims for his ideas. Still, it is a fact that his Ekonomi Pancusila 
was for the first nine months of 1981 a major centre of media atten- 
tion and debate among Indonesia’s intelligentsia. Why? 

The principal reason, I think, is in the contrast between the 
political strength and popular weakness or Buppenas economic 
doctrine, on the one hand, and the popular strength and political 
weakness of the nationalist and Islamic ideological traditions, on 
the other. Among the great majority of Indonesia’s metropolitan 
intellectuals, and through them the tens of thousands of city and 
small town newspaper-reading followers of national affairs, 
especially in Java, it is an article of faith that dependence on 
foreign capitalism-the general perception of the technocrats’ basic 
economic policy-is not a good thing. The political context of the 
moment is also important, for this is a time of governmental anxiety 
over the upcoming general election campaign. Oppositionists have 
been looking for safe vehicles to ride, and from their point of view 
the publication of Ekonomi Pancasila could not have been better 
timed. 

Where does Mubyarto himself stand in these politicalcurrents and 
crosscurrents? His values and rhetoric are in part those of the 
Javanese heartland in which he was born and raised. But he is also 
very much a man of the New Order-possessor of a foreign Ph.D., 
member of the international academic jet set, professor at a major 
university, consultant and adviser to the government on agri- 
cultural policy-which gives him a credibility and cachet not 
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enjoyed by the few old nationalists still around or by the young 
Muslims still far from the centre of power. 

To understand the significance of Mubyarto’s Ekonomi Pun- 
casila it is important to be aware that he straddles the nationalist 
(including at least for purposes of temporary political convenience 
the young Muslim intellectuals) and New Order camps. In my 
judgement, his critics have concentrated too much on the Sukar- 
noist resonance and “economic system” aspects of Ekonomi Pan- 
casila and not enough on the intellectual and political bridging role 
which he appears to be trying to play within the system. Even the 
best critiques, those of Arief Budiman and Nono Makarim (both 
recently returned to Jakarta after several years in the political 
wilderness at Harvard) have dismissed Mubyarto’s ideas as 
obsolete nationalism and lightweight theory. To Arief, Ekonomi 
Pancasila is not grounded in any precise conception of man as a 
social and economic actor; to Nono, late twentieth century 
capitalist competition and trans-national corporations are agents 
not of exploitation hut, properly directed, of progress. Examined 
closely, these views are Indonesian versions of the two most impor- 
tant theoretical currents in contemporary discussions of Third 
World political economy (neo-Marxist, with its emphasis on the 
interplay of the state, domestic and international economic actors; 
and neo-capitalist, modelled on the development experiences of 
Korea, Taiwan, Brazil, Mexico, etc.), and 1 hope we can look for- 
ward to seeing them both elaborated into full-scale analyses of New 
Order political economy. But they miss what I judge to be an 
important part of Mubyarto’s purpose, which is to employ some 
powerful political symbols (those obsolete nationalist ideas) plus 
contemporary academic theories to lobby for certain major 
changes (not all of which fit the standard nationalist paradigm) in 
the direction of New Order political and economic policies. 

Perhaps the least noticed (by the critics) of these changes have to 
do  with “feudalism” and popular participation. As used by 
Mubyarto (and most Indonesians today) feudalism connotes the 
use of public office for private gain, officials’ expectations of 
extreme deferential treatment by lesser officials and the public, and 
more broadly the cultivation of a life style imitative of the tradi- 
tional Javanese aristocracy. In the t-tatist nationalist writings with 
which many of Mubyarto’s critics identify him, feudalism is not 
opposed, for obvious reasons; it is also, partly for the same 
reasons, outside the framework of Bappenas-style economic 
analysis. Muhyarto’s attack on feudalism combines both moral 
appeals to the egalitarianism of Pancusila (for the nationalist con- 
stituency) and a “trans-disciplinary” conceptual framework which 
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purports to show the negative effects in Indonesia of the interaction 
between the state bureaucracy and corporate capitalism (for his 
academically sophisticated New Order audience). 

Similarly, there is repeated discussion in Mubyarto’s writings of 
the need for greater popular participation, which I take to mean 
liberalization, in politics. Instead of directly challenging Demokrasi 
Pancasila (which as I have argued is not a politically wise thing to 
do) he again offers a combination of Pancasila morality and 
theoretical arguments about the importance for policy implementa- 
tion of having the governors accountable to the governed. Decen- 
tralisation, greater attention to basic needs, and the development of 
genuinely autonomous village cooperatives are also on Mubyarto’s 
agenda and are policies which most of his critics would undoubtedly 
support, even if they do not agree with one or another of his 
premises. 

It may he objected that Muhyarto’s books and articles on 
Ekonomi Pancasila are long on the exploration of general themes 
and short on specific policy recommendations. This is a charac- 
teristic weakness of Indonesian social thought, and helps to explain 
why so many issues streak like comets across the sky, repeating 
their course every few years hut never coming to rest. Muhyarto 
himself might claim, not completely without reason, that his has 
been the prior task of laying a foundation for future legislative and 
regulatory changes. 

If Mubyarto has been trying to play the role of critic-within-the- 
system, speaking for the Indonesian nationalist tradition while still 
remaining a New Order loyalist, he has apparently not been com- 
pletely successful. In a meeting in July with a group of senior 
editors, President Suharto said (with, unless I have misread him, 
slightly ominous overtones) that those who search for an under- 
standing or formulation of Ekonomi Pancasila “should not 
carelessly disregard what the Government means by Ekonomi Pnn- 
casila. ” (Kompas, 22 July 1981). Like Mubyarto’s, Suharto’s 
vision emphasises cooperatives and the indigenous moral basis of 
Pancasila as opposed to the foreignness of capitalism and 
socialism. The President did not, however, call for less feudalism 
or more democracy. 

R. William Liddle 
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